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INDEPENDENT AUDITOR’S REPORT

March 19, 2020

To the Commissioners of the
Marion County Water District

We have audited the accompanying general-purposndial statements of Marion County
Water District, Lebanon, Kentucky, as of and fae ffears ended December 31, 2019 and 2018, and the
related notes to the financial statements, whichectively comprise the District's basic financial
statements as listed in the table of contents.

Management's Responsibility for the Financial Statments

Management is responsible for the preparationfaingresentation of these financial statements
in accordance with accounting principles generadigepted in the United States of America; thisudes
the design, implementation, and maintenance ofrriatecontrol relevant to the preparation and fair
presentation of financial statements that are freen material misstatement, whether due to fraud or
error.

Auditor's Responsibility

Our responsibility is to express opinions on thiasancial statements based on our audit. We
conducted our audit in accordance with auditingndaads generally accepted in the United States of
America and the standards applicable to finanai@lita contained irGovernment Auditing Sandards,
issued by the Comptroller General of the UnitedeStaThose standards require that we plan andrperf
the audit to obtain reasonable assurance aboutheshétie financial statements are free of material
misstatement.

An audit involves performing procedures to obtaindia evidence about the amounts and
disclosures in the financial statements. The mhoms selected depend on the auditor’'s judgment,
including the assessment of the risks of materiaktatement of the financial statements, whethertdu
fraud or error. In making those risk assessmehésauditor considers internal control relevanthe
entity’s preparation and fair presentation of thearcial statements in order to design audit proces
that are appropriate in the circumstances, butfootthe purpose of expressing an opinion on the
effectiveness of the entity’s internal control. cAcdingly, we express no such opinion. An audsbal
includes evaluating the appropriateness of accogmtolicies used and the reasonableness of signific
accounting estimates made by management, as welladigating the overall presentation of the finahci
statements.

We believe that the audit evidence we have obtaiseulifficient and appropriate to provide a
basis for our audit opinions.



Opinions

In our opinion, the financial statements referrecabove present fairly, in all material respects,
the respective financial position of the generalppge financial statements of Marion County Water
District, Lebanon, Kentucky, as of December 31,28fhd 2018, and the respective changes in financial
position, and, where applicable, cash flows therfwf the years then ended in accordance with
accounting principles generally accepted in theddhStates of America.

Change in Accounting Principle

As described in Note A to the financial statemeimnt£018, the District adopted new accounting gungga GASBS
No. 75,Accounting and Financial Reporting for Postemployment Benefits Other Than Pensions. Our opinion is not
modified with respect to this matter.

Other Matters
Required Supplementary | nfor mation

Accounting principles generally accepted in theitéth States of America require that the
management’s discussion and analysis, schedulistatts proportionate share of net pension liitilei,
or the schedules of the district’s proportionatarelof net other post-employment benefits on pdgeés
29, and 31 be presented to supplement the basindial statements. Such information, althoughanot
part of the basic financial statements, is requibgdhe Government Accounting Standards Board, who
considers it to be an essential part of finanaglorting for placing the basic financial statemeéntan
appropriate operational, economic, or historicaltegt. We have applied certain limited proceduces
the required supplementary information in accordamnith auditing standards generally accepted in the
United States of America, which consisted of iniggirof management about the methods of prepariang th
information and comparing the information for catency with management’s responses to our
inquiries, the basic financial statements, and rokmewledge we obtained during our audit of theibas
financial statements. We do not express an opiaigorovide any assurance on the information because
the limited procedures do not provide us with sigft evidence to express an opinion or provide any
assurance.

Other Information

Our audit was conducted for the purpose of formopgnions on the financial statements that
collectively comprise the Marion County Water DidtrLebanon, Kentucky’s basic financial statements
The Schedules of Operating and Maintenance ExpeamseSchedule of Bond Retirements are presented
for purposes of additional analysis and are netired part of the basic financial statements.

The Schedules of Operating and Maintenance ExpearsgsSchedule of Bond Retirements are
the responsibility of management and were derivechfand relate directly to the underlying accoumtin
and other records used to prepare the basic fiabsigitements. Such information has been subjected
the auditing procedures applied in the audit of blasic financial statements and certain additional
procedures, including comparing and reconcilinghsiméormation directly to the underlying accounting
and other records used to prepare the basic fiaastatements or to the basic financial statements
themselves, and other additional procedures inrdacge with auditing standards generally accepted i
the United States of America. In our opinion, tle&lules of Operating and Maintenance Expenses and
Schedule of Bond Retirements information are fagtgted, in all material respects, in relationhe t
basic financial statements as a whole.



Other Reporting Required by Government Auditing Standards

In accordance withGovernment Auditing Standards, we have also issued our report dated
March 19, 2020, on our consideration of the Ma@munty Water District, Lebanon, Kentucky’s internal
control over financial reporting and on our testitd compliance with certain provision of laws,
regulations, contracts, and grant agreements drad atatters. The purpose of that report is to rilasc
the scope of our testing of internal control oveafcial reporting and compliance and the resulthat
testing, and not to provide an opinion on intewwitrol over financial reporting or on compliancghat
report is an integral part of an audit performedaatordance witlGovernment Auditing Standards in
considering Marion County Water District, Leban&entucky’s internal control over financial repodin
and compliance.

Sincerely,
White and Company, P.S.C.

Certified Public Accountants



MANAGEMENT’S DISCUSSION AND ANALYSIS
MARION COUNTY WATER DISTRICT
DECEMBER 31, 2019

Within this section of the Marion County Water Dists annual financial report, the District's
management provides narrative discussion and asalythe financial activities of the District fdhe
fiscal year ended December 31, 2019. The Distrittiancial performance is discussed and analyzed
within the context of the accompanying financialtetents and disclosure following this section.

Financial Highlights

e The District’s assets and other debits exceeddriigities by $12,316,456 (Net Position) for the
fiscal year reported.

e Total net position comprised of the following:
(1) Appropriated retained earnings of $924,614.
(2) Retained earnings from income before contributinfi$156,869.
(3) Donated capital of $11,234,973.

e The District's general-purpose financial statementétained earnings from income before
contributions increased by $41,727 from the previtiscal year.

e The District's general-purpose financial statemenibnated capital increased by $524,778 from
the previous fiscal year. Donated capital prinyacnsists of contributions in aid of construction
from federal USDA grant funds, KY Legislature graonds, and customers for water line
construction and projects. In 2019, this increases the result of contributions in aid of
construction from KY Transportation Cabinet andtooreers.

Statements of Net Position:

2019 2018
Utility Plant 12,587,920 11,937,667
Construction in Progress 0 0
Total Utility Plant 12,587,920 11,937,667
Certificates of Deposit 750,003 750,003
Cash 2,391,806 2,369,661
Net Customer Accounts Receivable 169,126 195,395
Other Current Assets 96,697 91,870
Total Current & Accrued Assets 2,657,629 2,656,926
Deferred Outflows-Regulatory Asset 72,000 72,000
Deferred Outflows Related to Other Post
Employment Benefits 85,967 70,152
Deferred Outflows Related to Pensions 180,105 200,317
Total Deferred Outflows 338,072 342,469
Total Assets & Deferred Outflows 16,333,624 15,687,065



Statements of Net Position (Continued):

2019 2018
Net Position
Appropriated Retained Earnings 924,614 1,027,544
Retained Earnings from Income before Contributions 156,869 115,142
Donated Capital 11,234,973 10,710,195
Total Net Position 12,316,456 11,852,881
Deferred Inflows Related to Other Post
Employment Benefits 79,279 42,763
Deferred Inflows Related to Pensions 43,878 58,089
Total Deferred Inflows 123,157 100,852
KIA Loan Payable 390,504 415,939
Citizens National Bank Loan Payable 521,006 566,143
Revenue Bonds Payable 1,245,000 1,269,000
Due to Lebanon Water Works 12,000 36,000
Net OPEB Liability 208,832 225,433
Net Pension Liability 873,504 773,347
Total Long-term Debt 3,250,846 3,285,862
KIA Loan Payable 25,435 24,996
Citizens National Bank Loan Payable 46,562 42,115
Revenue Bonds Payable 24,000 23,000
Due to Lebanon Water Works 24,000 24,000
Other Current and Accrued Liabilities 523,168 333,359
Total Current and Accrued Liabilities 643,165 447,470
Total Liabilities 3,894,011 3,733,332
Total Net Position, Deferred Inflows
and Liabilities 16,333,624 15,687,065

Overview of the Financial Statements

Management’s Discussion and Analysis introducesDistrict’'s general-purpose financial statements.
The general-purpose financial statements inclubeS{atements of Net Position, (2) Income Statement
(3) Statements of Changes in Net Position, (4)e8tanhts of Cash Flows, and (5) Notes to the Finhncia
Statements. The Statements of Net Position showothé assets, deferred outflows, liabilities, dedfd
inflows, and net position as of December 31, 2048 Becember 31, 2018. The Income Statements
depict the difference between the revenues andnergdor the year 2019. The Statements of Changes
Net Position show the change in the appropriatéained earnings and retained earnings from income
before contributions. The District includes instimeport additional information to supplement tlasib
financial statements.

The District as a Whole

A major increase includes total assets and defesutiiows, which increased $646,559 (4.12%). This
consists of a cash increase of $22,145 (0.94%)etautility plant increase of $650,253 (5.45%), and
deferred outflows decrease of $4,397 (1.28%) piilsndue to the implementation of GASBS Statement
No. 75 and the recording of a deferred regulatssetl



Income Statement:

2019 2018
Operating Revenue
Water Revenue 2,953,522 2,818,769
Other Operating Revenue 117,578 91,332
Total Operating Revenue 3,071,100 2,910,101
Operating Expenses
Purchased Water 1,767,957 1,674,825
Other Operation & Maintenance Expenses 961,374 924,190
Depreciation 462,122 420,890
Total Operating Expenses 3,191,453 3,019,905
Operating Income (120,353) (109,804)
Other Income 117,447 89,139
Other Expenses - Interest 58,297 58,836
Legal & Professional Fees-Rate Case 0 82,086
Total Other Expenses 58,297 140,922
Net Income Before Contributions (61,203) (161,587)
Retained Earnings From Income Before Contributions
Beginning Balance (2018 Restated —
Note Q) 115,142 407,628
Transfer to/from Appropriated Retained Earnings 102,930 (130,899)
Ending Balance 156,869 115,142

Operating revenues budgeted for 2019 were $3,2Q9,8Iperating revenues for 2019 were $3,071,100,
which was $148,400 less than the budgeted amadArtual operating revenues increased $160,999 from
the prior year. This is primarily due to the iresed water rate in effect for all of 2019. Totpéation

and maintenance expenses budgeted before depradiati2019 were $3,170,265. Total operation and

maintenance expenses for 2019 before depreciatima $2,729,331, which was $440,934 less than the
budgeted amount. Actual operating expenses inede$$71,548 from the prior year primarily due to a

significant increase in 2019 purchased water ex@ens

Net income before contributions increased by $1®0&s compared to 2018. This was primarily due to
the increase in other operating income and othewnire for 2019. It is also noted that an expense of
$82,086 that was incurred in 2018 for legal feesdnnection with the Public Service Commission rate
case did not occur during 2019.

Utility Plant and Debt Administration

Additions to Utility Plant were $1,112,373 whileirements equaled $59,600. Accumulated depreciation
increased by a net amount of $402,520, causing acrease in the District's Utility Plant of $6283.
For a detail of Utility Plant, see Note C.



Utility Plant
(Net of Accumulated
Depreciation)

Land $ 108,954
Construction in Progress -0-
Distribution Plant 11,898,218
General Plant 580,748
Total Utility Plant 12,587,920

At year-end, the District had net pension liabitify$873,504 and other post-employment benefiilitgb

of $208,832. At year-end, the District had a beéaowed of $415,939 for the KIA loan. At year-end,
the district had a balance owed of $567,568 forGlizens National Bank loan. At year-end the Bist
had $1,269,000 in outstanding revenue bonds payahteyear-end the District had a balance due to
Lebanon Water Works of $36,000. The total bondans, other long-term liabilities at year end were
$3,370,843, versus $3,399,973, the previous yedeceease of $29,130 (0.857%). For a breakdown of
the District’'s current and long-term debt, see Ndie E, F, G, H and | and the supplemental findncia
information provided within this report.

Future Projections

The projections for the District for 2020 entaihggletion of the 2018 water system improvementsis Th
project has an estimated cost of $950,000.00 shiaeing funded through a KIA loan and District fand
The pump station at Holy Cross will be replacechvéitnew above-ground pump station. The estimated
cost is $275,000.00 and will be funded with Digdtfimds and any KIA funds remaining from the 2018
water system improvements project. Maker’'s Markoaking at the possibility of a new water linerfro
Hwy. 84 to the warehouses on Brown Foreman Roadcantinuing to Whitehouse Lane. Engineers are
developing a cost estimate and plans to replacerwaes within the city of Raywick.



Marion County Water District
L ebanon, Kentucky

Statement of Net Position
December 31, 2019 and 2018

Assets and Other Dehits

Utility Plant (Notes A-3 and C)
Construction in Progress
Total Utility Plant

Other Property and Investments
Certificates of Deposit

Total Other Property and Investments

Current and Accrued Assets
Cash (Note B)
Customer Accounts Receivable, Net of
Allowance of 4,699 and 6,440
Materials and Supplies Inventory (Note A-2)
Prepaid Insurance
Accrued Interest Receivable

Total Current and Accrued Assets
Deferred Outflows - Regulatory Asset
Deferred Outflows Related to Other Post Employment Benefits
Deferred Outflows Related to Pensions

Total Deferred Outflows

Total Assets and Deferred Outflows

The accompanying notes are an integral part of these financia statements.
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2019

12,587,920

2018

12,587,920

750,003

11,937,667

750,003

2,391,806

169,126
77,900
16,634

2,163

11,937,667

750,003

2,657,629

750,003

2,369,661

195,395
74,016
16,391

1,463

72,000
85,967
180,105

2,656,926

338,072

16,333,624

72,000
70,152
200,317

342,469

15,687,065




Marion County Water District
L ebanon, Kentucky

Statement of Net Position
December 31, 2019 and 2018

Net Position and Liabilities

Net Position
Appropriated Retained Earnings (Note )
Retained Earnings from Income before Contributions
Donated Capital

Total Net Position

Deferred Inflows Related to Other Post Employment Benefits
Deferred Inflows Related to Pensions
Total Deferred Inflows

Long-Term Debt
KIA Loan Payable (Note D)
Citizens National Bank Loan Payable (Note F)
Revenue Bonds Payable (Note H)
Due to Lebanon Water Works
Net OPEB Liability
Net Pension Liability

Total Long-Term Debt

Current and Accrued Liabilities
KIA Loan Payable (Note D)
Citizens National Bank Loan Payable (Note F)
Revenue Bonds Payable (Note H)
Dueto Lebanon Water Works
Accounts Payable - Trade
Accrued County Retirement
Accrued Unemployment
Customer Deposits
Other Accrued Liabilities

Total Current and Accrued Liabilities

Total Net Position, Deferred Inflows, and Liabilities

The accompanying notes are an integral part of these financial statements.
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2019

924,614
156,869

11,234,973

12,316,456

79,279
43,878

123,157

390,504
521,006
1,245,000
12,000
208,832

873,504

3,250,846

25,435
46,562
24,000
24,000
327,135
7,767
1,360
36,426

150,480
643,165

16,333,624

2018

1,027,544
115,142

10,710,195

11,852,881

42,763
58,089

100,852

415,939
566,143
1,269,000
36,000
225,433

773,347

3,285,862

24,996
42,115
23,000
24,000
159,559
5777
980
35,355

131,688
447,470

15,687,065



Marion County Water District
L ebanon, Kentucky

Statements of Income
Y ears Ended December 31, 2019 and 2018

Percent Percent
of of
2019 Revenue 2018 Revenue
Operating Revenue
Metered Sales Residential 2,345,437 76.4% 2,255,052 77.5%
Metered Sales Commercial 554,844 18.1% 513,252 17.6%
Metered Sales Schools 27,649 0.9% 31,170 1.1%
Metered Sales Multi-Family 25,592 0.8% 19,295 0.7%
Miscellaneous Service 39,148 1.3% 35,794 1.2%
Late Charges 78,430 2.6% 55,538 1.9%
Total Operating Revenue 3,071,100 100.0% 2,910,101 100.0%
Operating Expenses
Operation & Maintenance Expense 2,729,331 88.9% 2,599,015 89.3%
Depreciation 462,122 15.0% 420,890 14.5%
Total Operating Expenses 3,191,453 103.9% 3,019,905 103.8%
Operating Income (Loss) (120,353) -3.9% (109,804) -3.8%
Other Income
Interest Income 12,594 0.4% 10,244 0.4%
Gain on Sale of Asset 17,250 0.6% 0 0.0%
Collection Fees 48,110 1.6% 33,837 1.2%
Misc. Non-Operating Income 39,493 1.3% 45,058 1.5%
Total Other Income 117,447 3.8% 89,139 3.1%
Other Expenses
Interest on Long-Term Debt 58,261 1.9% 58,818 2.0%
Other Interest 36 0.0% 18 0.0%
Legal & Professional Fees - Rate Case 0 0.0% 82,086 2.8%
Total Other Expenses 58,297 1.9% 140,922 4.8%
Net Income (Loss) before Contributions (61,203) -2.0% (161,587) -5.6%

The accompanying notes are an integral part of these financial statements.
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Marion County Water District
L ebanon, Kentucky

Statements of Changesin Net Position
Y ears Ended December 31, 2019 and 2018

2019 2018

Appropriated Retained Earnings

Balance - Beginning of Y ear 1,027,544 896,645
Transfer to/from Retained Earnings from Income

before Contributions (102,930) 130,899

Balance - End of Year 924,614 1,027,544
Retained Earnings from Income before Contributions

Balance - Beginning of Y ear (2018 Restated - Note Q) 115,142 407,628
Net Income (Loss) for the Y ear (61,203) (161,587)
Transfer to/from Appropriated Retained Earnings 102,930 (130,899)

Baance - End of Year 156,869 115,142

The accompanying notes are an integral part of these financial statements.
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Marion County Water District
L ebanon, Kentucky

Statements of Cash Flows

For the Y ears Ended December 31, 2019 and 2018

2019 2018
Cash Flows from Operating Activities:
Receipts from Users 3,145,479 2,909,444
Payments to Employees (492,074) (483,387)
Payments to Suppliers for Goods and Services (1,942,018) (2,033,655)
Other Payments 0 (82,086)
Net Cash Provided by Operating Activities 711,387 310,316
Cash Flows from Capital and Related Financing Activities:
Capital Contributions 524,778 363,342
Principal Payments on Long-term Debt (112,686) (99,232)
Interest Payments (58,297) (58,836)
Proceeds from Sale of Assets 17,250 0
Payments for Capital Projects (1,112,374) (459,703)
Net Cash Used in Capital and Related Financing Activities (741,329) (254,429)
Cash Flows from Investing Activities:
Interest Income Received 12,594 10,244
Rent and Other Income 39,493 45,058
Net Cash (Used in)Provided by Investing Activities 52,087 55,302
Cash and Investments, Beginning 2,369,661 2,258,472
Cash and Investments, Ending 2,391,806 2,369,661

The accompanying notes are an integral part of these financial statements.
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Marion County Water District
L ebanon, Kentucky

Statements of Cash Flows - (Continued)
For the Y ears Ended December 31, 2019 and 2018

Reconciliation of Net Income to Net Cash Provided by Operating Activities

2019 2018
Net Income (61,203) (161,587)
Adjustments to Reconcile Operating Income to Net Cash
Provided by Operating Activities:
Depreciation 462,122 420,890
Interest on Debt 58,267 58,836
Misc. Non-Operating Income (39,493) (45,058)
Gain on Sale of Asset (17,250) -
Interest Income (12,594) (10,244)
Changesin Assets, Deferred Outflows, Liabilities, and Deferred Inflows:
Accounts Receivable 26,269 (34,494)
Materials & Supplies Inventory (3,884) 2,791
Other Assets (243) -
Accounts Payable 167,576 (24,659)
Other Liabilities 21,562 3,166
Deferred Outflows 4,397 2,348
Deferred Inflows 22,305 20,066
Net Pension Liability 100,157 88,159
Net Other Post Employment Benefits Liability (16,601) (9,898)
Net Cash Provided by Operating Activities 711,387 310,316

The accompanying notes are an integral part of these financial statements.
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Notes to Financial Statements

Nature of Operations

Marion County Water District is a special distroétMarion County, Kentucky. It operates a water
distribution system in Marion County and southemiddn County. Water is purchased from the
Lebanon Water Company and Campbellsville Water Gom@and resold to more than 5,900 customers
in Marion and Nelson Counties.

Significant Accounting Policies

A.

The following is a summary of the significantaanting policies of the Marion County Water
District:

1. Assets and liabilities and revenues and expgesagerecognized on the accrual basis of
accounting.

2. Inventory is recorded at cost.

3. Utility plant is stated at cost less accumulatedreciation computed on a straight-line

method. The distribution plant assets are depegtimainly over 62.5 years. The
general plant assets are depreciated over themwaged useful lives from five to ten
years.

4. Four funds are set up on the company’s boo&genue fund, operation and maintenance
fund, reserve fund, and sinking fund. All incoimeleposited to the revenue fund.

Funds are transferred monthly from the revenud farthe operation and maintenance

fund sufficient to pay the general expenses ofitager system. Transfers are made from

the revenue fund to the reserve fund as stipulayetie bond agreements. Contributions

in aid of construction are deposited directlyte teserve fund. Transfers from the

revenue fund to the sinking fund are made to ceffitly meet the required bond and

interest payments to the U S Department of AgricalRural Development.

5. The District invests its reserves in short-teerttificates of deposits with local financial
institutions. All certificates of deposit are caesed to be cash equivalents.

6. Operating revenues include all utility servietated revenues primarily derived from
distributing water to Marion County and Nelson Cyursidents. Non-operating
revenues include revenues from rents, outsidengdliinterest, and other miscellaneous,
non-operating revenues.

7. When the District incurs an expense for whicthlvestricted and unrestricted net assets

are available, the District’s policy is to expemdtricted net assets to the extent available
first and then to expend unrestricted net assets.

14



Notes to Financial Statements (Continued)

Changes in Accounting Principle

Effective January 1, 2018, the District was reqiiice adopt Governmental Accounting Standards
Board (GASB) Statement No. 75, “Accounting and Rmial Reporting for Postemployment
Benefits Other Than Pensions” (GASB 75). GASB 7plaeed the requirements of GASB 45,
“Accounting and Financial Reporting by Employers fostemployment Benefits Other Than
Pensions”, as amended, and GASB 57, “OPEB Measurtebye Agent Employers and Agent
Multi-Employer Plans”. GASB 75 requires governngemgroviding other postemployment
benefits to recognize their long-term obligation dther postemployment benefits as a liability to
more comprehensively and comparably measure the&ahrsosts of other postemployment
benefits. Cost-sharing governmental employers, siscthe District, are required to report a net
other postemployment benefit liability, other posptoyment benefit expense and other
postemployment benefit-related assets and liadslithtased on their proportionate share of the
collective amounts for all governments in the plan.

Because GASB Statement No. 75 was implemented G&B,2the beginning net pension was
adjusted to reflect the retrospective applicatteee Note Q for the impact of the adoption of this
standard on beginning net position.

Cash:

At year end the carrying amount of the Districtsle and cash equivalents was $3,141,809. Of
the total cash, $1,150,000 was covered by Fedeab$&itory Insurance and $1,991,809 was
covered by collateral agreements and collatera bglthe pledging banks’ trust departments in
the District’'s name.

Bond documents require the maintenance of certaiaumts that are restricted as to withdrawal.
Included in cash at December 31, 2019 and 201& therfollowing restricted funds:

2019 2018
Reserve Funds 25,332 68,312
Short-Lived Asset Account 149,279 209,229
Total 174,611 277,541

Utility Plant:

The following represents the amount of utilityrmglas of December 31, 2019 and 2018:

Beginning Ending
Balance Additions Deletions Balance
Nondepreciable Assets:
Land 99,969 8,985 0 108,954
Depreciable Assets:
Distribution Plant 18,885,683 681,319 0 19,662
General Plant 881,435 422,069 59,600 1,243,904
19,867,087 1,112,373 59,600 20,919,860
Less: Accumulated
Depreciation (7,929,420) (462,120) 9,600) (8,331,940)
11,937,667 650,253 0 12,980,
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Notes to Financial Statements (Continued)

$0 and $0 of interest were capitalized during tharg ended December 31, 2019 and 2018,
respectively.

KIA Loan Payable:

During 2013, Marion County Water District upgradbd Highway 84 water line. During 2014,
additional loan funds totaling $68,276 were utitifer the Kentucky 49 at Bradfordsville project.
These projects were funded by a Kentucky InfrastinecAuthority (KIA) loan. The total loaned
to the District was $548,180, and the loan hagedfinterest rate of 1.75%. As of December 31,
2019, the KIA Loan has a balance owed of $415,939.

Maturities for future years are as follows:

Year Interest Principal
2020 7,168 25,435
2021 6,721 25,882
2022 6,266 26,337
2023 5,803 26,800
2024 5,332 27,271
2025-2029 19,300 143,716
2030-2034 6,218 140,498
56,808 415,939

KIA Fund B Loan Payable:

During 2018, Marion County Water District signe®350,000 loan from Kentucky Infrastructure
Authority to fund two projects — water line replagents on McElroy Pike and Hwy 289. As of
the end of the year, it was anticipated that tlogets would not begin until 2020. No loan
proceeds were received during 2018 or 2019. Reoéthe proceeds will occur as expenditures
are incurred. The loan will have a fixed interedé of 1.75%. As of December 31, 2019, the
KIA Fund B Loan has a balance owed of $0.

Citizens National Bank Loan Payable:

On April 12, 2013, Marion County Water Districtirginced three outstanding revenue bonds
into one loan with Citizen’s National Bank with anzipal balance of $820,000 at a fixed 3.5%
interest rate. The loan requires monthly paymeh$5,228 through October 2030. At
December 31, 2019, the balance of this loan wag,$568.

Maturities for future years are as follows:

Year Interest Principal
2020 19,171 43,562
2021 17,621 45,111
2022 16,017 46.716
2023 14,355 48,377
2024 12,634 50,098
2025-2029 35,143 278,518
2030 939 55,186
115,880 567,568
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Notes to Financial Statements (Continued)

G. The 2009 Series Revenue Bond Issue are BuildriéenBonds whereby the United States
Treasury refunds to the Marion County Water Dist8i% of the interest paid on these bonds
and thus reducing the effective rate of interesnfi3.5% to 2.275% per annum.

H. Revenue Bonds Payable:

Water Revenue Bond Series of 2009 - Interest doeaginually
January 1 and July 1 at 3.25% with varying priatgayments
due January 1 of each year through 2050 1,269,000

Maturities for future years are as follows:

2020 24,000
2021 25,000
2022 26,000
2023 27,000
2024 28,000
2024-2028 122,000
2029-2033 178,000
2034-2038 214,000
2039-2043 255,000
2044-2048 305,000
2049-2050 65,000
1,269,000

A detail of principal payments by year is alsoggreted on page 38.

l. Due to Lebanon Water Works and Deferred Outflev®egulatory Asset:

During 2018, Marion County Water District received Order from the Public Service
Commission for Case Number 2017-0047. Per theroitierion County Water District pays
$2,000 per month for 36 months or $72,000 to Lebaniater Works, Inc. This is not an
interest-bearing obligation and there is no impuméerest as no interest will be due to Lebanon
Water Works, Inc. At December 31, 2019, the badavfcthis liability was $36,000.

Further, Marion County Water District has also klithed a balance sheet item called Deferred
Outflows — Regulatory Asset that is equal to th2,8@0 of total legal reimbursement fees. The
District will be able to recover these costs asid of its next rate application.

J. Long-term liability activity for the year end®&cember 31, 2019, was as follows:

Beginning Ending Due Within

Balance Additions Reductions Balance One Year

Net Pension Liability 773,347 100,157 0 873,504 0
Net OPEB Liability 225,433 0 16,601 208,832 0
KIA Loan Payable 440,935 0 24,996 415,939 25,435
CNB Loan Payable 608,258 0 40,690 567,568 46,562
Due to Lebanon Water Works 60,000 0 24,000 36,000 4,0®
Revenue Bonds Payable 1,292,000 0O 3,00p 1,269,000 24,000
Total 3,399,973 100,157 129,287 3,370,843 119,997
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Notes to Financial Statements (Continued)
K. Appropriated Retained Earnings:

Appropriated retained earnings at December 319 20l 2018, consist of restricted funds as

follows:
2019 2018
CDs - Reserve Fund 750,003 750,003
Cash - Reserve Fund 25,332 68,312
Cash — Short-Lived Asset Fund 149,279 209,22
924,614 1,027,544

These funds are restricted in accordance with tbeigions of the bond issuance of 2010 and the
Citizens National Bank loan payable. Reserve fundst be maintained at a level of $135,000.
Further, the District is required to deposit $12,¥rito the Short-Lived Asset Fund account
monthly. The funds in this account may be usethbyDistrict to replace or add short-lived
assets to the District’'s water system; they maybeatised for general operating expenses. The
debt provisions allow the District to invest théiseds in interest-bearing obligations maturing no
later than three years after the date of investment

L. Retirement Plan
The District's employees are provided with the GguEmployees Retirement System.
General information about the County Employees Retement System Non-Hazardous (“CERS”)

Plan descriptior—Employees whose positions do not require a ddgggend a high school diploma are
covered by the CERS, a cost-sharing multiple-engiolefined benefit pension plan administered by the
Kentucky Retirement System, an agency of the Comveatth of Kentucky. Under the provisions of the
Kentucky Revised Statute (“KRS”") Section 61.64%, Board of Trustees of the Kentucky Retirement
System administers CERS and has the authoritytadlesh and amend benefit provisions. The Kentucky
Retirement System issues a publicly available fir@neport that includes financial statements and
required supplementary information for CERS. Tregbrt may be obtained from http://kyret.ky.gov/.

Benefits provided-CERS provides retirement, health insurance, death disability benefits to Plan
employees and beneficiaries. Employees are vastéue plan after five years’ service. For retireme
purposes, employees are grouped into three tiasgdon hire date:

Tier 1 Participation dat Before September 1, 08
Unreduced rtirement 27 yeirs service 065 years olc
Reduced retireme At least 5 years service ¢ 55 years ol

At least 25 years service and any

Tier 2 Participation dat September 1, 20C- Decenber 31, 201:
Unreducedretiremen At least 5 years sence and 65 yes old
OR ace 57+ and sum of serviyears plus age equal
Reduced retireme At least 10 years service or 60 years
Tier Z Participation dat After December 1, 201:
Unreduce retiremrent At least Syearsservice ad 65 years ol
OR age 57 and sum of service yes plus age equal
Reduced retireme Not Available
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Notes to Financial Statements (Continued)

Cost of living adjustments are provided at therdison of the General Assembly. Retirement is basea
factor of the number of years’ service and hire datiltiplied by the average of the highest fivergea
earnings. Reduced benefits are based on factbattobf these components. Patrticipating employees
become eligible to receive the health insurancefiteafter at least 180 months of service. Deatirelits
are provided for both death after retirement aradidprior to retirement. Death benefits after estient are
$5,000 in lump sum. Five years’ service is requfcedieath benefits prior to retirement and the leyge
must have suffered a duty-related death. The detedeneficiary will receive the higher of the n
death benefit and $10,000 plus 25% of the decexlerahthly final rate of pay and any dependent child
receive 10% of the decedent’s monthly final ratpaf up to 40% for all dependent children. Fivergea
service is required for nonservice-related disgtilenefits.

Contributions—Required contributions by the empkogee based on the tier:

Required
Cortributions
Tier 1 5%
Tier 2 5% +1% for irsurance
Tier 2 5% +1% for insuranc

Pension Liabilities, Pension Expense, and Deferredutflows of Resources and Deferred Inflows of
Resources Related to Pensions

At December 31, 2019 and 2018, the District regbatéability for its proportionate share of the ne
pension liability for CERS. The amount recognizgdte District as its proportionate share of the ne
pension liability that was associated with the Distvere as follows:

2019 2018
District’'s proportionate share of the CERS net pmnEability $ 873,504 $ 773,347

The net pension liability for the plan was measwsdf June 30, 2019 and 2018, and the total pensio
liability used to calculate the net pension liapilvas determined by an actuarial valuation ashaf tlate.

The District’s proportion of the net pension lidyifor CERS was based on the actual liability rod t
employees and former employees relative to thé liatality of the System as determined by the acyu
At June 30, 2019, the District’s proportion was2820 percent. At June 30, 2018, the District’s
proportion was 0.012698 percent.

For the year ended December 31, 2019 and 2018&aisgly, the District recognized pension experfse o

$162,157 and $140,536 related to CERS. At Dece®be?019 and 2018, the District reported deferred
outflows of resources and deferred inflows of reses related to pensions from the following sources
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Notes to Financial Statements (Continued)

Differences between expected and actual

experienc $

Changes of assumptic

Net difference between projected and
actual earnings on pension plan
investnent:

Changes in proportion and differences
between District contributions and
proportionat share of contributiot

District contributions subsequent to the
measrement dal

Total $

2019 2019 2018 2018
Deferred Deferred Deferred Deferred
Outflows of Inflows of Outflows of Inflows of
Resources Resources Resources Resources
22,30 $ 3,691 $ 25,224 $ 11,32
88,40¢ - 75,57¢ -
16,76¢ 30,84¢ 35,96: 45,23
21,41°¢ 9,33¢ 37,52¢ 1,53¢
31,21( - 26,02¢
180,10! $ 43,87¢ $ 200,31° $ 5808¢

$31,210 and $26,025 were reported as deferrecoaustfdf resources related to pensions resulting from
District contributions subsequent to the measur¢maie will be recognized as a reduction of the net
pension liability in the years ended December 8192and 2018, respectively. Other amounts repased
deferred outflows of resources and deferred inflosiated to pensions will be recognized in pension

expense as follows:

202C
2021
2022
2023
2024

72,24!
24,48¢
7,287
1,00(
-0-

Actuarial assumptions-The total pension liability in the June 30, 201@ dune 30, 2018 actuarial
valuation were determined using the following adalaassumptions, applied to all periods included i

the measurement:

Inflation

Payroll Gowth Rate

Projected salary increat

Investmer rate of return, nt of
investment exgnse & inflation

20

2018

CERS

2.3(%
2.0%
3.05%

6.25%

2018

CERS

3.25%
2.0%
4.00%

7.5C%



Notes to Financial Statements (Continued)

For CERS, the mortality table used for active mamiEeRP-2000 Combined Mortality Table projected
with Scale BB to 2013 (multiplied by 50% for mabkesd 30% for females). For healthy retired members
and beneficiaries, the mortality table used isSRRe2000 Combined Mortality Table projected with I8ca
BB to 2013 (set-back for one year for females). disabled members, the RP-2000 Combined Disabled
Mortality Table projected with Scale BB to 2013(katk four years for males) is used for the period
after disability retirement.

For CERS, the long-term expected return on plaetags reviewed as part of the regular experience
studies prepared every five years. The most rexsadysis, performed for the period covering fisezdrs
2005 through 2008, is outlined in a report datedusi 25, 2009. Several factors are considered in
evaluating the long-term rate of return assumpitictuding long-term historical data, estimates eme

in current market data, and a log-normal distritmuthnalysis in which best-estimate ranges of ergect
future real rates of return (expected return, h@iaestment expense and inflation) were develdped
the investment consultant for each major asses$.cldsese ranges were combined to produce the long-
term expected rate of return by weighting the etgubéuture real rates of return by the target asset
allocation percentage and then adding expecteatiofi. The capital market assumptions developed by
the investment consultant are intended for use avdl-year horizon and may not be useful in settieg
long-term rate of return for funding pension plartgéch covers a longer timeframe. The assumption is
intended to be a long-term assumption and is n@&ked to change absent a significant change in the
asset allocation, a change in the inflation assiompbr a fundamental change in the market thatslt
expected returns in future years.

The target allocation and best estimates of arititmneal rates of return for each major asset class
provided by CERS'’s investment consultant, are surizeain the following table:

Target Long-Term Expecte
Asset Clas: Allocation Real Ree of Returr
Growth 62.50%
U.<. Equity 18.7%% 4.30%
Non-U.S. Equity 18.7%% 4.80%
Private Equit 10.0(% 6.65%
Srecial Credit/High Yiel 15.00% 2.60%
Liquidity 14.50%
Core Bond 13.5(% 1.35%
Cast 1.00% 0.20%
Diversifying Strategies 23.00%
Real Estatt 5.00% 4.85%
Opportunisti 3.00% 2.97%
Real Retur 15.0C% 4.10%

Discount rate—For CERS, the discount rate used to measure thiegension liability was 6.25% for
June 30, 2019 and 6.25% for June 30, 2018. Thegiion of cash flows used to determine the discount
rate assumed that contributions from plan emplogeesemployers will be made at statutory contrdouti
rates. Projected inflows from investment earningsencalculated using the long-term assumed
investment return of 6.25% for June 30, 2019 ab8%.for June 30, 2018. The long-term investment
rate of return was applied to all periods of prtgddoenefit payments to determine the total pension

liability.
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Notes to Financial Statements (Continued)

Sensitivity of CERS proportionate share of net jmenkability to changes in the discount ratél'he
following table presents the net pension liabitifithe District, calculated using the discount sate
selected by each pension system, as well as wadigtrict's net pension liability would be if iteve
calculated using a discount rate that is 1-percgafeint lower or 1-percentage-point higher than th
current rate:

Current Discount

2018 1% Dewreas: Rate 1% Increast¢
CERS 5.25% 6.25% 7.25%
District's proportionate share

of net pension liabilit 973,56« 773,34 605,60(

Current Discount

2019 1% Decreas Rate 1% Increase
CERS 5.25% 6.25% 7.25%
District's proportionate share

of net pension liakity 1,092,500 873,50« 690,96¢

Pension plan fiduciary net positien Detailed information about the pension plan’siidry net position
is available in the separately issued financiabrespof CERS.

M. Postemployment Benefits Other Than Pensions

Plan description -Classified (non-certified) employees of the Kekiu8chool District are provided
OPEBSs through the County Employees Retirement Byesfdhe State of Kentucky (CERS)—a cost-
sharing multiple-employer defined benefit OPEB platirement annuity plan coverage for local school
districts and other public agencies in the staEERE was established July 1, 1958 by the stateldtgyis.
CERS is a blended component unit of the CommontvedlKentucky and therefore is included in the
Commonwealth’s financial statements. CERS issymsbécly available financial report that can be
obtained at https://kyret.ky.gov/About/Board-of-$tees/Pages/CAFR-and-SAFR.aspx.

The state reports a liability, deferred outflowsedources and deferred inflows of resources, apdrese
as a result of its statutory requirement to contalio the CERS Medical Insurance. The following
information is about the CERS plans:

Medical Insurance Plan

Plan description ¥he Kentucky Retirement Systems’ Insurance Funsufence Fund) was established
to provide hospital and medical insurance for bligimembers receiving benefits from KERS, CERS,
and SPRS, the state retirement options. Thebidigion-Medicare retirees are covered by the
Department of Employee Insurance (DEI) plans. Bbard contracts with Humana to provide health
care benefits to the eligible Medicare retireesulgh a Medicare Advantage Plan. The Insurance Fund
pays a prescribed contribution for whole or pap@yment of required premiums to purchase hospital
and medical insurance. It is noted that while thésirance fund covers employees eligible through
KERS, CERS, and SPRS, only the portion relatedBR & is applicable to Marion County Water District
since the District does not have or qualify to henloyees participate in KERS or SPRS.
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Notes to Financial Statements (Continued)

Benefits provided Medical Insurance coverage is provided based @emtbmber’s initial participation
date and length of service. Members received re#thmrcentage or dollar amount for insurance
coverage. The amount of contribution paid by tieutance Fund is based on years of service. For
members participating prior to July 1, 2003, yedrservice and respective percentages of the marimu
contribution are as follows:

Years of Service Paid By Insurance Fund (%)
20+ 100%
15-19 75%
10-14 50%
4-9 25%
Less than 4 0%

Medical insurance benefits are calculated diffdyefiotr members who began participating on or after
July 1, 2003. Once members reach a vesting pefitd years, non-hazardous employees whose
participation began on or after July 1, 2003 ed® Fer month for insurance benefits at retirement f
every year of earned service without regard to simmam dollar amount. This dollar amount is subject
to adjustment annually, which is currently 1.5%sdhupon Kentucky Revised Statutes. The Kentucky
General Assembly reserves the right to suspenedurce this benefit if, in its judgment, the welfafe

the Commonwealth so demands. Only benefit deganptipplicable to CERS Non-Hazardous have
been included with this information since only tpattion is applicable to the District.

Contributions —In order to fund the post-retirement healthcareelierfour and seventy tenths percent
(4.70%) of the gross annual payroll of membersisributed for the year ended June 30, 2018 for EER
Non-Hazardous, which is the portion of the planliapple to the District, and this portion is paid0%o
paid by employer contributions. One percent (1.0086¢ontributed by employees hired on or after
September 1, 2008.

At December 31, 2019 and 2018, the District repbatdéiability of $208,832 and $225,433 respectively
for its proportionate share of the collective n&HEB liability. The collective net OPEB liability \sa
measured as of June 30, 2019 and 2018, and thé&EB liability used to calculate the collectivetn
OPEB liability was based on a projection of thetfdiss long-term share of contributions to the &PE
plan relative to the projected contributions ofgalrticipating employers, actuarially determinet.Jéne
30, 2019, the District’s proportion was .012416ceet, compared to .012697 as of June 30, 2018.

The amount recognized by the District as its pripoate share of the OPEB liability, the relatedtSt
support, and the total portion of the net OPEBiliigtthat was associated with the District were as
follows:

2019 2018
District's proportionate share of the CERS net OHEBility $ 208,832 $ 225,433

For the year ended December 31, 2019 and 2018isiéct recognized OPEB expense of $19,836 and
$27,840 respectively. At December 31, 2019 and 20M8District reported deferred outflows of
resources and deferred inflows of resources retat€@PEBs from the following sources:
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2019 2019 2018 2018
Deferred Deferred Deferred Deferred
Outflows of Inflows of Outflows of Inflows of
Resources Resources Resources Resources
Differences between expected and actual
experienc $ - $ 63,00¢ $ - $ 26,27
Changes of assumptic 61,79t 41: 45,022 521
Net difference between projected and
actual earnings on pension plan
investnents 1,37¢ 10,65: - 15,52¢
Changes in proportion and differences
between District contributions and
proportionat share oicontiibutions 10,61t 5,2(6 13,08¢ 44%
District contributions subsequent to the
measrrement dai 12,18: - 12,04¢ -
Total $ 85,967 $ 79,27¢ $ 70,152 $ 42,763

$12,181 and $12,046 were reported as deferrecbaustfdf resources related to pensions resulting from
District contributions subsequent to the measur¢maie will be recognized as a reduction of the net
pension liability in the years ended December 8192and 2018, respectively. Other amounts repased
deferred outflows of resources and deferred infloiuesources related to OPEB will be recognized in

the District’'s OPEB expense as follows:

Year ended June 30:

2019 $ (112)
2020 (112)
2021 2,837

2021 (2,816)
2023 (4,317)
Thereafter (973)
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Actuarial assumptions The total OPEB liability in the June 30, 201%uacial valuation was determined
using the following actuarial assumptions, apptiedll periods included in the measurement:

Valuation Date June 30, 2017

Experience Study July 1, 2008-June 30 2013

Actuarial Cost Method Entry Age Normal

Amortization Method Level Percent of Pay

Remaining Amortization Period 26 Years, Closed

Payroll Growth Rate 2.0%

Asset Valuation Method 20% of the difference betwiéhe market value of assets
and the expected actuarial value of assets is nized)

Investment rate of return 7.50%

Projected salary increases 3.30% to 11.55%, vhyieervice for CERS non-
hazardous

Inflation rate 2.30%

Healthcare cost trend rates

Under 65 Initial trend starting at 7.5% at Janugr2019 and

gradually decreasing to an ultimate trend rate.@5%
over a period of 13 years.
to an ultimate trend rate of 5.00% over a peribfl o
years

Ages 65 and Older Initial trend starting at 5.1%@amuary 1, 2019 and
gradually decreasing to an ultimate trend rate.05%
over a period of 11 years.

Mortality rates were based on the RP-2000 Combivtedality Table projected with Scale BB to 2013
(multiplied by 50% for males and 30% for femald3)r healthy retired members and beneficiariesntibgality
table used is the RP-2000 Combined Mortality Téblgected with Scale BB to 2013 (Set-back for oearyor
females) For Disabled members, the RP-2000 Comlidisability Mortality Table projected with Scale BB
2013(set back four years for males) is used faogdeafter disability retirement.

The long-term expected rate of return on OPEB plaaestments was determined using a log-normal
distribution analysis in which best-estimate rangfesxpected future real rates of return (expected
returns, net of OPEB plan investment expense dfation) are developed for each major asset class.
These ranges are combined to produce the longdrpected rate of return by weighting the expected
future real rates of return by the target assetation percentage and by adding expected inflation

The target allocation and best estimates of aritttmneal rates of return for each major asset class
provided by CERS'’s investment consultant, are surizeain the following table:
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Target Long-Term Expecte
Asset Clas: Allocation Real Rate of Retur
Growth 62.50%
U.<. Equity 18.7%% 4.30%
Non-U.S. Eqiity 18.7%% 4.80%
Private Equity 10.0(% 6.65%
Srecial Credit/HigrYield 15.00% 2.60%
Liquidity 14.50%
Core Bond 13.50% 1.35%
Cash 1.00% 0.20%
Diversifying Strategy 23.00%
Globa IG Credi 5.0C% 4.85%
High Yield 3.0(% 2.91%
Real Retur 15.0(% 4.1(%

Discount rate- The discount rate used to measure the total ORBHRty was 5.68%. The projection of
cash flows used to determine the discount ratenasgduhat plan member contributions will be made at
the current contribution rates and the employetrdmrtions will be made at statutorily requiredast
Based on those assumptions, the OPEB plan’s fidunigt position was projected to be available to
make all projected future benefit payments of autrtan members. Therefore, the long-term expected
rate of return on OPEB plan investments was applied! periods of projected benefit payments to
determine the total OPEB liability

The following table presents the District’s propamtaite share of the collective net OPEB liabilifyttze

System, calculated using the discount rate of 5,68%vell as what the District’'s proportionate shair
the collective net OPEB liability would be if it weecalculated using a discount rate that is 1-peacge-
point lower (4.68%) or 1-percentage-point highe68660) than the current rate:

Current Discount

201¢ 1% Decreas Rate 1% Inciease
CERS 4.85% 5.85% 6.85%
District's proportionatshare

of net OPEB liabilit 292,80: 225,43: 168,04

Current Discount

201¢ 1% Decreas Rate 1% Inciease
CERS 4.68% 5.68% 6.68%
District's proportionatshare

of net OPEB liabilit 279,74¢ 208,83 150,40:
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Sensitivity of the District's proportionate sharktbe collective net OPEB liability to changestlie t
healthcare cost trend ratesFhe following presents the District’s proportionatere of the collective
net OPEB liability, as well as what the Distrigggoportionate share of the collective net OPEBiliigh
would be if it were calculated using healthcare t@nd rates that were 1-percentage-point lowdror
percentage-point higher than the current healthoasetrend rates:

Current Trend
01¢ 1% Decreas Rate 1% Increase

N

Systems’ nt penion

liability 167,83 225,43 293,32:
Current Trend
201¢ 1% Decreas Rate 1% Increase
Systems’ nt penion
liability 155,30¢ 208,83: 273,73¢

OPEB plan fiduciary net position Detailed information about the OPEB plan’s fidug net position is
available in the separately issued CERS finanejabrt.

N. Risk Management:
The District insures against significant lossesbmmercial insurance. There have been no
significant reductions in insurance coverage.

O. The District generates approximately 96% ofétseenues from water sales. Of the water sold,
approximately, 99% is purchased from the LebanoteY&orks, a division of the City of
Lebanon.

P. Subsequent Events:

Management has reviewed subsequent events thMagih 19, 2020, the date the financial
statements were available for release. There wersibsequent events to disclose.

Q. Net Position, As Restated:
Governmental Accounting Standards Board Statentenéquires changes to the beginning
balances of the Statement of Net Position. Begmnet position of the was decreased $186,053
to reflect the District’'s proportionate share o timfunded Other Postemployment Benefits
(OPEB) liability of the County Employee Retirem@&ytstem.

Proprietary
Activities
Beginning Retained Earnings from Income beforet@mutions
as previously reported on December 31, 2017 $ 593,681
Prior period adjustment — Implementation GASB 75:
Net OPEB Liability (measurement date) (235,331)
Deferred outflows related to OPEB 61,600
Deferred inflows related to OPEB (12,322)
Total prior period adjustment (186,053)
Net Position as restated, January 1, 2018 $287,6
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Special Item:
During 2018, the District incurred substantial lead accounting fees totaling $82,086 related

to its rate case with Lebanon Water Works, Inc. thiedPublic Service Commission in an effort
to protect Marion County Water District customearmi paying excessively high-water rates.
The case was settled during 2018 and the Distidchot incur these expenses again in 2019 nor

expects to going forward.
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MARION COUNTY WATER DISTRICT

REQUIRED SUPPLEMENTARY INFORMATION

SCHEDULE OF DISTRICT'S PROPORTIONATE SHARE
OF THE NET PENSION LIABILITY

COUNTY EMPLOYEES RETIREMENT SYSTEM

FOR THE YEAR ENDED JUNE 30

2015 2016 2017 2018 2019

District's proportion of net pension liability 0.0826% 0.011539% 0.011706% 0.012698% 0.012420%
District's proportionate share of the net pensiability $ 510,592 568,124 685,188 773,347 873,504
State of Kentucky's share of the net pension lighil

associated with the district - - - - -
TOTAL $ 510,592 568,124 685,188 773,347 873,504
District's covered-employee payroll $ 282,035 274,311 298,547 318,096 314,539
District's proportionate share of the net pensiability

as a percentage of its covered-payroll 181.04% 207.09% 229.51% 243.12% 277.71%
Plan fiduciary net position as a percentage ofaked

pension liability 65.96% 63.46% 55.50% 49.26% 50.45%

Note: Scheduleisintended to show information for the last 10 fiscal years. Additional years are not displayed.
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MARION COUNTY WATER DISTRICT
REQUIRED SUPPLEMENTARY INFORMATION
SCHEDULE OF CONTRIBUTIONS TO THE
COUNTY EMPLOYEES RETIREMENT SYSTEM
FOR THE YEAR ENDED JUNE 30

2015 2016 2017 2018 2019

Contractually required contributions

(actuarially determined) $ 37,318 $ 34,501 $ 39,483 $ 48,852 $ 55,999
Contributions in relation to the actuarially

determined contributions 37,318 34,501 39,483 48,852 55,999
Contribution deficiency (excess) $ - $ - $ - $ - $ -
Covered employee payroll $ 282,035 $ 274,311 $ 298,547 $ 318,096 $ 314,539
Contributions as a percentage of

Covered employee payroll 13.23% 12.58% 13.23% 36%. 17.76%

Note: Marion County Water District operates on an annual basis. The County Employees Retirement System rate
typically changes each July 1. Therate listed for each year is a blended rate based on contributions paid
as a percentage of covered payroll.

Note: Schedule isintended to show information for the last 10 fiscal years. Additional years are not displayed.
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MARION COUNTY WATER DISTRICT
REQUIRED SUPPLEMENTARY INFORMATION
SCHEDULE OF DISTRICT'S PROPORTIONATE SHARE
OF THE NET OPEB LIABILITY - MEDICAL INSURANCE
COUNTY EMPLOYEES RETIREMENT SYSTEM
FOR THE YEAR ENDED JUNE 30

2018 2019

District's proportion of net OPEB liability 0.012697% 0.012416%
District's proportionate share of the net OPEBiligb 225,433 208,832
State of Kentucky's share of the net OPEB liability

associated with the district - -
TOTAL 225,433 208,832
District's covered-employee payroll 318,096 314,539
District's proportionate share of the net OPEBiligb

as a percentage of its covered-payroll 70.87% 66.33%
Plan fiduciary net position as a percentage ofaked

OPERB liability 57.62% 60.44%

Note: Scheduleisintended to show information for the last 10 fiscal years. Additional years are not displayed.
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REQUIRED SUPPLEMENTARY INFORMATION

MARION COUNTY WATER DISTRICT

SCHEDULE OF CONTRIBUTIONS TO THE MEDICAL INSUARANCELAN

COUNTY EMPLOYEES RETIREMENT SYSTEM

Contractually required contributions
(actuarially determined)

Contributions in relation to the actuarially
determined contributions

Contribution deficiency (excess)

Covered employee payroll

Contributions as a percentage of
Covered employee payroll

FOR THE YEAR ENDED JUNE 30

2018 2019
$ 15,849 $ 15,736
15,849 15,736
$ - $ -
$ 318,096 $ 314,539
4.98% 5.01%

Note: Schedule isintended to show information for the last 10 fiscal years. Additional years are not displayed.
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COUNTY EMPLOYEES RETIREMENT SYSTEM
NET PENSION LIABILITY

NOTE A — CHANGES OF ASSUMPTIONS

2015

The following changes were made by the Kentuckyidlature and reflected in the valuation performed
as of June 30, 2015:

2016

The assumed investment rate of return was deddiasa 7.75% to 7.50%
The assumed inflation rate was reduced from 3.536265%

The assumed rate of wage inflation was reduced fr@9% to .75%
Payroll growth assumption was reduced from 4.5%%0

The mortality table used for active members is RBE2Combined Mortality Table projected
with Scale BB to 2013 (multiplied by 50% for makesd 30% for females)

For healthy retired members and beneficiariespibgality table used is the RP-2000 Combined
Mortality Table projected with Scale BB to 20018t(back 1 year for females). For disabled
members, the RP-2000 Combined Mortality Table jteg with Scale BB to 2013 (set back 4
years for males) is used for the period after diigaletirement.

The assumed rates of Retirement, Withdrawal asdHiity were updated to more accurately
reflect experience.

There were no changes of assumptions for the yehkrdeJune 30, 2016.

2017

The following changes were made by the KRS Boartiro$tees and reflected in the valuation performed
as of June 30, 2017:

2018

The assumed rate of inflation was reduced to 2.86%% 3.25%

The assumed salary increases were reduced to 323&¥age, from 4.00%, average including
inflation.

The assumed investment rate of return was rediwc@®5% from 7.50%

There were no changes of assumptions for the yedeJune 30, 2018.

2019

The following changes were made by the KRS Boartiro$tees and reflected in the valuation performed
as of June 30, 2019:

The assumed salary increases were increased & 3a301.55%, from 3.05% to 18.55%.
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COUNTY EMPLOYEES RETIREMENT SYSTEM
NET PENSION LIABILITY (CONTINUED)

NOTE B — METHOD AND ASSUMPTIONS USED IN CALCULATION S OF ACTUARIALLY
DETERMINED CONTRIBUTIONS

The actuarially determined contribution rates & $ichedule of contribution are determined on artiétn
basis beginning with the fiscal years ended 201D2818, determined as of July 1, 2017. The
amortization period of the unfunded liability ha=eb reset as of July 1, 2013 to a closed 30-yearde
The following actuarial methods and assumptionsewsed to determine the rates reported in that
schedule:

Valuation Date June 30, 2017

Experience Study July 1, 2008 — June 30, 2013

Actuarial Cost Method Entry Age Normal

Amortization Method Level percentage of payroll

Remaining Amortization Period 26 years, Closed

Payroll Growth Rate 2.00%

Asset Valuation Method 20% of the difference betwt® market value

of assets and the expected actuarial value of
assets is recognized

Inflation 2.30 percent

Salary Increase 3.30% to 11.55%, varies by sefeicEERS
non-hazardous

Investment Rate of Return 6.25 percent

The mortality table used for active members is RBE2Combined Mortality Table projected with Scale
BB to 2013 (multiplied by 50% for males and 30%fiemales). For healthy retired members and
beneficiaries, the mortality table used is the RRE2Combined Mortality Table projected with Sca® B
to 2013 (set-back for one year for females). Fealblied members, the RP-2000 Combined Disabled
Mortality Table projected with Scale BB to 2013t{back four years for males) is used for the period
after disability retirement.

NOTE C — CHANGES OF BENEFITS

There were no changes in benefits for CERS perisitamon-hazardous employees. House Bill 185 was
enacted and updated benefit provisions for actigenbrers who die in the line of duty. However, tiich
not impact Marion County Water District as the Dettdoes not have any hazardous-duty employees.
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COUNTY EMPLOYEES RETIREMENT SYSTEM
NET OTHER POST EMPLOYMENT BENEFITS LIABILITY

NOTE A — CHANGES OF ASSUMPTIONS
2017
The assumed investment return was changed from @ ®2%

The price inflation assumption was changed frond%20 2.30% which resulted in a .95% decrease in
the salary increase assumption at all years ofcgerv

The payroll growth assumption (*applicable for Hmortization of unfunded actuarial accrued liaiei}
was changed from 4.0% to 2.0%

For the non-hazardous plan, the single discouataiaanged from 6.89% to 5.84%. For the hazardous
plan the single discount rate changed from 7.37%36%

2018

There were no changes in assumptions.

2019

The payroll growth rate was reduced to 2.0% fro@94.

The inflation rate was reduced to 2.30% from 3.25%

The investment rate of return was reduced to 6.26% 7.50%

NOTE B — METHOD AND ASSUMPTIONS USED IN CALCULATION S OF ACTUARIALLY
DETERMINED CONTRIBUTIONS

Methods and assumptions used in the actuarially determined contributions — The actuarially determined
contribution rates, as a percentage of payrolld tealetermine the actuarially determined contidyut
amounts in the Schedule of Employer Contributiaescalculated as the of the indicated valuatioe.dat
The following actuarial methods and assumptioren{fthe indicated actuarial valuations) were used to
determine contribution rates reported in that satetbr the year ending June 30, 2019:

Valuation Date June 30, 2017

Experience Study July 1, 2008 — June 30, 2013

Actuarial Cost Method Entry Age Normal

Amortization Method Level percentage of payroll

Remaining Amortization Period 27 years, Closed

Payroll Growth Rate 2.00%

Asset Valuation Method 20% of the difference betwde market value of assets
and the expected actuarial value of assets is
recognized

Inflation 2.30 percent

Salary Increase 3.30% to 11.55%, varies by sefeic€EERS non-

hazardous

Investment Rate of Return 6.25 %

Healthcare cost trend rates

Under 65 Initial trend starting at 7.5% at Janugrg019 and

gradually decreasing to an ultimate trend rate. 05%
over a period of 13 years
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Ages 65 and Older Initial trend starting at 5.180danuary 1, 2019 and

gradually decreasing to an ultimate trend rate.@5%
over a period of 11 years

The mortality table used for active members is RBO2Combined Mortality Table projected with Scale
BB to 2013 (multiplied by 50% for males and 30%fiemales). For healthy retired members and
beneficiaries, the mortality table used is the RRE2Combined Mortality Table projected with Sca® B
to 2013 (set-back for one year for females). Fsallied members, the RP-2000 Combined Disabled

Mortality Table projected with Scale BB to 2013t{back four years for males) is used for the period
after disability retirement.

NOTE C — CHANGES OF BENEFITS

There were no changes in benefits for CERS OPEB.
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INFORMATION



Marion County Water District

Lebanon, Kentucky

Schedules of Operating and Maintenance Expenses
Years Ended December 31, 2019 and 2018

Source of Supply Expense
Purchased Water

Pumping Expense
Fuel or Power Purchased for Pumping

Transmission & Distribution Expense
Salaries
Operation Supplies & Expense
Maintenance

Total Transmission & Distribution Expense

Customer Accounts Expense
Salaries
Contractual Services - Meter Reading
Supplies & Expense
Uncollectible Accounts

Total Customer Accounts Expense

Administrative & General Expense
Administrative & General Salaries
Office Supplies & Other Expense
Outside Service Employed
Insurance
Employee Benefits & Payroll Taxes
Pension Expense
Regulatory Commission Expense
Regulatory Department of Local Gov't
Miscellaneous

Total Administrative & General Expense

Total Operating & Maintenance Expense

See accompanying accountants' report.
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Percent Percent
of of
2019 Revenue 2018 Revenue
1,767,957 57.6% 1,674,825 57.6%
38,378 1.2% 6984, 1.2%
165,013 5.4% 163,044 5.6%
55,564 1.8% 39,462 1.4%
93,220 3.0% 94,354 3.2%
313,797 29%. 296,860 10.2%
115,362 3.8% 126,508 4.3%
22,560 0.7% , 778l 0.7%
51,011 1.7% 56,380 1.9%
3,800 0.1% 4,686 0.2%
192,733 6.3% 209,350 2% 7.
50,403 1.6% 46,80 1.6%
19,866 0.6% 21,553 790
35,463 1.2% 13,566 0.5%
32,841 1.1% 34,385 1.2%
98,339 3.2% 18%3,5 3.6%
162,157 5.3% 140,536 4.8%
5,770 0.2% 5,675 0.2%
500 0.0% 500 09%0.
11,127 0.4% 14,705 0.5%
416,466 13.6% 83,382 13.2%
2,729,331 88.9% 2,599,015 89.3%




DESIGNATION OF BOND: "Marion County Water Distridlyater System
Revenue Bond, Taxable Series of 2009 (Build America
Bonds-Direct Payment to Issuer),” Numbered R-1

AMOUNT DUE: $ 1,269,000

CHARACTER OF BOND: Single, non-negotiable bond itiyfuegistered
form, payable to the United States Department of
Agriculture, Rural Development, as specifically
provided in that certain Resolutions adopted by the
Commission of Marion County Water District on
October 20, 2009, and May 11, 2010.

DATE: June 9, 2010
DENOMINATION: $ 1,433,000

PAYABLE AS TO PRINCIPAL IN ANNUAL INSTALLMENTS ON ANUARY 1 OF THE
RESPECTIVE YEARS AS FOLLOWS:

Year Principal Year Principal
2020 24,000 2036 43,000
2021 25,000 2037 44,000
2022 26,000 2038 46,000
2023 27,000 2039 47,000
2024 28,000 2040 49,000
2025 29,000 2041 51,000
2026 30,000 2042 53,000
2027 31,000 2043 55,000
2028 32,000 2044 57,000
2029 33,000 2045 59,000
2030 34,000 2046 61,000
2031 36,000 2047 63,000
2032 37,000 2048 65,000
2033 38,000 2049 65,000
2034 40,000

2035 41,000

INTEREST RATE: Three and twenty-five hundredths patam

(3.25%) per annum payable semiannually on each
January 1 and July 1, beginning June 1, 2013,
to maturity of principal.

See accompanying accountant's report.
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MARION COUNTY WATER DISTRICT
SCHEDULE OF PRIOR YEAR AUDIT FINDINGS AND RESPONSES
DECEMBER 31, 2019

There were no prior year audit findings.
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WHITE AND COMPANY, P.S.C.
Certified Public Accountants
219 South Proctor Knott Avenue
Lebanon, Kentucky 40033
(270) 692-2102
Fax (270) 692-2101

Charles M. White, CPA Email charles.white@whitecpas.com
Joseph A. Montgomery, CPA
Stephanie A. Abell, CPA

INDEPENDENT AUDITOR’S REPORT ON INTERNAL CONTROL OV ER
FINANCIAL REPORTING AND ON COMPLIANCE AND OTHER MAT TERS
BASED ON AN AUDIT OF FINANCIAL STATEMENTS PERFORMED
IN ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS

March 19, 2020

To the Commissioners of the
Marion County Water District

We have audited, in accordance with the auditirgnddrds generally accepted in the United
States of America and the standards applicablenaméial audits contained i@overnment Auditing
Sandards issued by the Comptroller General of the Unitedte, the general purpose financial
statements of Marion County Water District, Lebarnigentucky as of and for the years ended December
31, 2019 and 2018, and the related notes to tladial statements, which collectively comprise Mari
County Water District, Lebanon, Kentucky's basioaficial statements and have issued our report
thereon dated March 19, 2020.

Internal Control over Financial Reporting

In planning and performing our audit of the finagtatements, we considered Marion County
Water District, Lebanon, Kentucky’s internal comtraver financial reporting (internal control) to
determine the audit procedures that are approgriate circumstances for the purpose of expressimg
opinions on the financial statements, but not her purpose of expressing an opinion on the effecéss
of Marion County Water District, Lebanon, Kentuckyhternal control. Accordingly, we do not express
an opinion on the effectiveness of Marion Countyt®¥/®istrict, Lebanon, Kentucky’s internal control.

A deficiency in internal control exists when the design or operation of a contoglsdnot allow
management or employees, in the normal course rdbrp@ng their assigned functions, to prevent, or
detect and correct misstatements on a timely bAsisaterial weakness is a deficiency, or combination
of deficiencies, in internal control such that thes a reasonable possibility that a material raiestent
of the entity’s financial statements will not beepented, or detected and corrected on a timelysbasi
significant deficiency is a deficiency, or a combination of deficiencias,internal control that is less
severe than a material weakness, yet important gilndaa merit attention by those charged with
governance.

Our consideration of internal control was for timited purpose described in the first paragraph
of this section and was not designed to identifdaficiencies in internal control that might be tevéal
weaknesses or, significant deficiencies. GiveseHhanitations, during our audit we did not ideynts#ny
deficiencies in internal control that we consider lte material weaknesses. However, material
weaknesses may exist that have not been identified.
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Compliance and Other Matters

As part of obtaining reasonable assurance aboutheh®&arion County Water District, Lebanon,
Kentucky's financial statements are free from niatemisstatement, we performed tests of its
compliance with certain provisions of laws, regialas, contracts, and grant agreements, noncomplianc
with which could have a direct and material effestthe determination of financial statement amaunts
However, providing an opinion on compliance witlogh provisions was not an objective of our audit,
and accordingly, we do not express such an opinibine results of our tests disclosed no instanfes o
noncompliance or other matters that are requirdzbteeported undésover nment Auditing Standards.

Purpose of this Report

The purpose of this report is solely to describe shope of our testing of internal control and
compliance and the results of that testing, andtagprovide an opinion on the effectiveness of the
entity’s internal control or on compliance. Thigport is an integral part of an audit performed in
accordance withGovernment Auditing Sandards in considering the entity’s internal control and
compliance. Accordingly, this communication is sottable for any other purpose.

Sincerely,
White and Company, P.S.C.

Certified Public Accountants
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WHITE AND COMPANY, P.S.C.
Certified Public Accountants
219 South Proctor Knott Avenue
Lebanon, Kentucky 40033
(270) 692-2102

Fax (270) 692-2101

Charles M. White, CPA Email charles.white@whitecpas.com
Joseph A. Montgomery, CPA
Stephanie A. Abell, CPA

March 19, 2020

To the Commissioners of the
Marion County Water District

We have audited the general-purpose financial rsés of the Marion County Water District,
Lebanon, Kentucky for the year ended December 8192 Professional standards require that we
provide you with information about our responsttdak under generally accepted auditing standars, (a
if applicable, Government Auditing Standards arel tmiform Guidance), as well as certain information
related to the planned scope and timing of ourtaudie have communicated such information in our
letter to you dated November 19, 2019. Professistamdards also require that we communicate to you
the following information related to our audit.

Significant Auditing Findings

Qualitative Aspects of Accounting Practices

Management is responsible for the selection anaiiappropriate accounting policies. No new
accounting policies were adopted and the applicaifexisting policies was not changed during 2019.
We noted no transactions entered into by MarionnBoWater District during the year for which thése
a lack of authoritative guidance or consensus.sigjhificant transactions have been recognizetién t
financial statements in the proper period.

Accounting estimates are an integral part of tharftial statements prepared by management and
are based on management’s knowledge and experamg past and current events and assumptions
about future events. Certain accounting estimategarticularly sensitive because of their sigarfice
to the financial statements and because of theilplitysthat future events affecting them may diffe
significantly from those expected. The most saresiéstimate affecting the financial statements:was

Management’s estimate of the useful lives of chpsaets for computation of
depreciation. We evaluated the key factors andnagons used to develop the
computation of depreciation in determining thas iteasonable in relation to the
financial statements taken as a whole.

Difficulties Encountered in Performing the Audit

We encountered no significant difficulties in daegliwith management in performing and
completing our audit.
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Corrected and Uncorrected Misstatements

Professional standards require us to accumulatknallvn and likely misstatements identified
during the audit, other than those that are cldarial, and communicate them to the appropriatel of
management. Management has corrected all suchateisgents. In addition, none of the misstatements
detected as a result of audit procedures and ¢eddy management were material, either indiviguai|
in the aggregate, to each opinion unit’s finanstatements taken as a whole.

Disagreements with Management

For purposes of this letter, a disagreement withagament is a financial accounting, reporting,
or auditing matter, whether or not resolved to saftisfaction, that could be significant to the fioial
statements or the auditor’'s report. We are ple&sedport that no such disagreements arose dthng
course of our audit.

Management Representations

We have requested certain representations fromgeamant that are included in the management
representation letter dated March 19, 2020.

Management Consultations with Other Independent Accountants

In some cases, management may decide to constltothier accountants about auditing and
accounting matters, similar to obtaining a “secaminion” on certain situations. If a consultation
involves application of an accounting principle thee governmental unit’'s financial statements or a
determination of the type of auditor’s opinion thay be expressed on those statements, our pfessi
standards require the consulting accountant tokchéity us to determine that the consultant haghe!
relevant facts. To our knowledge, there were nohsonsultations with other accountants.

Other Audit Findings or Issues

We generally discuss a variety of matters, inclgdime application of accounting principles and
auditing standards, with management each year prigetention as the governmental unit's auditors.
However, these discussions occurred in the norroatse of our professional relationship and our
responses were not a condition to our retention.

Other Matters

We applied certain limited procedures to the Mamagnt's Discussion and Analysis and the
Schedule of District’'s Proportionate Share of Nehs$ton Liability, which are required supplementary
information (RSI) that supplements the basic fir@nstatements. Our procedures consisted of iregir
of management regarding the methods of prepariagrtformation and comparing the information for
consistency with management’s responses to inguiriee basic financial statements, and other
knowledge we obtained during our audit of the bé&siancial statements. We did not audit the RSl an
do not express an opinion or provide any assurandbe RSI.

We were engaged to report on the Schedules of @pgrand Maintenance Expenses and
Schedule of Bond Retirements, which accompany than€ial statements but are not RSI. Such
information has not been subjected to the audpiragedures applied in the audit of the basic fir@nc
statements, and accordingly, we do not expresgigmmon or provide any assurance on it.
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Restrictions on Use

This information is intended solely for the useled Commissioners of Marion County Water
District and management of Marion County Water iists is not intended to be, and should not be,
used by anyone other than these specified parties.

Sincerely,
White and Company, P.S.C.

Certified Public Accountants
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