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INDEPENDENT AUDITOR’S REPORT

March 27, 2026

To the Commissioners of the
Marion County Water District

Report on the Audit of the Financial Statements
Opinions

We have audited the accompanying general-purpesndial statements of Marion County
Water District (District), Lebanon, Kentucky, asasfd for the years ended December 31, 2025 and 2024
and the related notes to the financial statemartsh collectively comprise the District’s basiadincial
statements as listed in the table of contents.

In our opinion, the financial statements refete@bove present fairly, in all material respects,
the respective financial position of the generaigpge financial statements of Marion County Water
District as of December 31, 2025 and 2024, anddbpective changes in financial position, and, eher
applicable, cash flows thereof for the years theated in accordance with accounting principles gaher
accepted in the United States of America.

Basis for Opinions

We conducted our audit in accordance with audisitesndards generally accepted in the United
States of America and the standards applicablénandial audits contained iGovernment Auditing
Sandards, issued by the Comptroller General of the Unitedt€s. Our responsibilities under those
standards are further described in the Auditor'sgesibilities for the Audit of the Financial Staents
section of our report. We are required to be iredeent of Marion County Water District, and to meet
our ethical responsibilities, in accordance with thlevant ethical requirements relating to ourtaud/e
believe that the audit evidence we have obtaineslificient and appropriate to provide basis for ou
opinions.

Change in Accounting Principle

As described in Note A to the financial statemeim<025, the District adopted new guidance,
GASB statement No. 10Xompensated Absences. Our opinion is not modified with respect to this
matter.

Responsibilities of Management for the Financial&@ements

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



In preparing the financial statements, managensemequired to evaluate whether there are
conditions or events, considered in the aggreda raise doubt about Marion County Water Dissict
ability to continue as a going concern for twelventihs beyond the financial statement date, inctydin
any currently known information that may raise sabtal doubt shortly thereafter.

Auditor’'s Responsibilities for the Audit of the Femcial Statements

Our objectives are to obtain reasonable assuranoet avhether the financial statements as a
whole are free from material misstatement, whether to fraud or error, and to issue an auditop®re
that includes our opinions. Reasonable assuramce high level of assurance but is not absolute
assurance and therefore is not a guarantee thatdihconducted in accordance with generally aszkpt
auditing standards arf@overnment Auditing Sandards will always detect a material misstatement when
it exists. The risk of not detecting a materiakstatement resulting from fraud is higher thandoe
resulting from error, as fraud may involve collusidorgery, intentional omissions, misrepresentetjr
the override of internal control. Misstatements eonsidered material if there is a substanti&lililood
that, individually or in the aggregate, they wouhfluence the judgement made by a reasonable user
based on the financial statements.

In performing an audit in accordance with gengraticepted auditing standards &salernment
Auditing Sandards, we:

e Exercise professional judgement and maintain psudesl skepticism throughout the audit.

e Identity and assess the risks of material misstatemf the financial statements, whether due
to fraud or error, and design and perform auditedures responsive to those risk. Such
procedures include examining, on a test basis, eecel regarding the amounts and
disclosures in the financial statements.

e Obtain an understanding of internal control relév@anthe audit in order to design audit
procedures that are appropriate in the circumstarmé not for the purpose of expressing an
opinion on the effectiveness of Marion County WatBistrict's internal control.
Accordingly, no such opinion is expressed.

o Evaluate the appropriateness of accounting policsesl and the reasonableness of significant
accounting estimates made by management, as wellahisate the overall presentation of the
financial statements.

e Conclude whether, in our judgment, there are c@mdit or events, considered in the
aggregate, that raise substantial doubt about Ma@ounty Water District's ability to
continue as a going concern for a reasonable pefitiche.

We are required to communicate with those charg#s governance regarding, among other
matters, the planned scope and timing of the asigitjficant audit findings, and certain internahtrol-
related matters that we identify during the audit.

Required Supplementary Information

Accounting principles generally accepted in theitéth States of America require that the
management’s discussion and analysis, schedul&eoDistrict's proportionate share of net pension
liabilities, and the schedule of the District’s pootionate share of net other post-employment hisner
pages 4-8, 31, and 33 be presented to supplemebisic financial statements. Such informatiotiés
responsibility of management and, although notragfahe basic financial statements, is requirgdhe
Government Accounting Standards Board, who considldp be an essential part of financial reporting
for placing the basic financial statements in aprapriate operational, economic, or historical eant
We have applied certain limited procedures to #wpiired supplementary information in accordancé wit
auditing standards generally accepted in the Urfides of America, which consisted of inquiries of
management about the methods of preparing the nidfiion and comparing the information for
consistency with management’s responses to ouirieguthe basic financial statements, and other



knowledge we obtained during our audit of the béis@ncial statements. We do not express an opinion
or provide any assurance on the information bec#lusdimited procedures do not provide us with
sufficient evidence to express an opinion or prexady assurance.

Supplementary Information

Our audit was conducted for the purpose of formopgnions on the financial statements that
collectively comprise Marion County Water Distrigct'general purpose financial statements. The
accompanying Schedules of Operation and MaintenBrpenses and the Schedule of Bond Retirements,
are presented for purposes of additional analysis @e not a required part of the basic financial
statements. Such information is the responsiboitynanagement and was derived from and relates
directly to the underlying accounting and otherords used to prepare the basic financial statements
The information has been subjected to the audjtimgedures applied in the audit of the basic fir@nc
statements and certain additional procedures, divtdu comparing and reconciling such information
directly to the underlying accounting and otheiores used to prepare the basic financial statencerits
the basic financial statements themselves, and eatthéitional procedures in accordance with auditing
standards generally accepted in the United State&nterica. In our opinion, the combining and
Schedules of Operation and Maintenance Expenseghen&chedule of Bond Retirements are fairly
stated, in all material respects, in relation ® 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 27, 2026, on our consideration of the Ma@wunty 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 dmel atatters. The purpose of that report is sdiely
describe the scope of our testing of internal adndwver financial reporting and compliance and the
results of that testing, and not to provide an igpiron the effectiveness of the Marion County Water
District’s internal control over financial reporgjror on compliance. That report is an integrat paan
audit performed in accordance wiBlovernment Auditing Standards in considering Marion County Water
District, Lebanon, Kentucky’s internal control ovfgrancial reporting and compliance.

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

Certified Public Accountants



MANAGEMENT’S DISCUSSION AND ANALYSIS
MARION COUNTY WATER DISTRICT
DECEMBER 31, 2025

Within this section of the Marion County Water Dists annual financial report, the District's maygment
provides narrative discussion and analysis of it@ntial activities of the District for the fiscgéar ended
December 31, 2025. The District’s financial perfarmoe is discussed and analyzed within the confetkieo
accompanying financial statements and disclosul&sifing this section.

Financial Highlights

e The District’s assets and other debits exceeddriigities by $14,341,754 (Net Position) for the
year.

e Total net position comprised of the following:
(1) Appropriated retained earnings of $776,238
(2) Retained earnings from income before contributimin($871,736)
(3) Donated capital of $14,437,252.

e The District's general purpose financial staten®ntetained earnings from income before
contributions increased by $70,442 from the previfisical year. This change reflects the change
including the prior year restatement.

e The District’'s general purpose financial statemedtnated capital increased by $639,623 from the
previous fiscal year. Donated capital primarilynsists of contributions in aid of construction from
federal USDA grant funds, KY Legislature grant fandnd customers for water line construction
and projects. In 2025, this increase was the tre$wabntributions in aid of construction from fede
grant funds remitted through Kentucky Infrastruetuthority and customers.

Statements of Net Position:

2025 2024
Utility Plant 16,949,870 16,602,426
Right of Use Asset — Net of Amortization 0 8,397
Construction in Progress 179,611
Certificates of Deposit 764,763 747,594
Cash 1,332,278 1,464,727
Net Customer Accounts Receivable 179,306 256,588
Other Current Assets 338,813 362,460
Total Current & Accrued Assets 1,850,397 2,083,775
Deferred Outflows-Regulatory Asset 72,000 72,000
Deferred Outflows Related to Other Post
Employment Benefits 122,163 135,792
Deferred Outflows Related to Pensions 162,060 274,465
Total Deferred Outflows 356,223 482,257
Total Assets & Deferred Outflows 20,100,864 19,924,449




Statements of Net Position (Continued):

2025 2024
Net Position
Appropriated Retained Earnings 776,238 813,985
Retained Earnings from Income before Contributions (871,736) (942,178)
Donated Capital 14,437,252 13,797,629
Total Net Position 14,341,754 13,669,436
Deferred Inflows Related to Other Post
Employment Benefits 233,438 356,191
Deferred Inflows Related to Pensions 176,508 211,306
Total Deferred Inflows 409,946 567,497
KIA Loan Payable (Note D) 228,225 256,463
KIA Loan Payable (Note E) 676,747 720,826
Farmers National Bank Refinance Loan
Payable (Note F) 257,320 304,690
Farmers National Bank Meter Project Loan
Payable (Note G) 1,091,998 1,244,649
Revenue Bonds Payable (Note H) 1,110,000 1,139,000
Compensated Absences (Note ) 61,673 0
Net OPEB Liability 18,362 (34,340)
Net Pension Liability 1,063,226 1,186,097
Total Long-term Debt 4.507,551 4,817,385
Lease Obligation (Note P) 0 9,271
KIA Loan Payable (Note D) 28,238 27,750
KIA Loan Payable (Note E) 44,079 43,318
Farmers National Bank Refinance Loan
Payable (Note F) 47,370 46,354
Farmers National Bank Meter Project Loan
Payable (Note G) 152,651 149,377
Revenue Bonds Payable (Note H) 29,000 28,000
Other Current and Accrued Liabilities 540,275 566,061
Total Current and Accrued Liabilities 841,613 870,131
Total Liabilities 5,349,164 5,687,516
Total Net Position, Deferred Inflows
and Liabilities 20,100,864 19,924,449

***Qverview of the Financial Statements

Management’s Discussion and Analysis introducesDistrict's general purpose financial statementse T
general purpose financial statements include: Sthtements of Net Position, (2) Income StatemdB)s,
Statements of Changes in Net Position, (4) Statesneh Cash Flows, and (5) Notes to the Financial
Statements. The Statements of Net Position showtatad assets, deferred outflows, liabilities, defd
inflows, and net position as of December 31, 202% Recember 31, 2024. The Income Statements depict
the difference between the revenues and expenseX)fb. The Statements of Changes in Net Position
show the change in appropriated retained earningsetained earnings from income before contrimstio
The District includes in this report additionalanfation to supplement the basic financial statémen



The District as a Whole

Increases include total assets and deferred owgflauich increased $176,415 (.885%). Of this,utiity
plant, including right of use assets and constoacin progress, increased $518,658 (3.122%) froen th
previous fiscal year. Deferred outflows decreabgd$126,034 (26.134%) primarily due to required
adjustments pertaining to GASBS Statements Nosar® 75. Further, cash decreased by $132,449
(9.043%). Customer Accounts Receivable decreag@&d B,282 (30.119%).

Income Statement:

2025 2024
Operating Revenue
Water Revenue 3,881,244 3,935,265
Other Operating Revenue 120,600 108,150
Total Operating Revenue 4,001,844 4,043,415
Operating Expenses
Purchased Water 1,870,082 1,960,490
Other Operation & Maintenance Expenses 1,354,493 1,450,972
Depreciation & Amortization 752,972 672,874
Total Operating Expenses 3,977,547 4,084,336
Operating Income (Loss) 24,297 (40,921)
Other Income 155,023 136,266
Other Expenses - Interest 82,725 83,647
Net Income (Loss) Before Contributions 96,595 11,698
Retained Earnings From Income Before Contributions
Beginning Balance (2024 Restated) (1,006,078) (990,592)
Net Income (Loss) for the Year 96,595 11,698
Transfer to/from Appropriated Retained Earnings 37,747 36,716
Ending Balance (871,736) (942,178)

Operating revenues budgeted for 2025 were $4,085,Mperating revenues for 2025 were $4,001,844,
which was $53,856 less than the budgeted amogduction in production and water usage from Maker’
Mark distillery contributed to revenues being I¢san budgeted.) Actual operating revenues dealease
$41,571 compared to the prior year. This is pritpaue to the decrease in water sold during 20Z6tal
operation and maintenance expenses budgeted bdémeciation for 2025 were $3,698,300. Total
operation and maintenance expenses for 2025 beémreciation were $3,224,575, which was $460,53% le
than the budgeted amount. Actual operating exedsereased $186,887 (excluding depreciation) frem
prior year primarily due to a decrease in mainteeasupplies.

Net income before contributions increased by $84 89 compared to 2024. This was primarily duééo t
decrease in expenses for 2025.



Utility Plant

Additions to Utility Plant were $1,299,361. Dispiswere $85,325. Accumulated depreciation ine@as
$686,981. There was a net increase in the Distiitility Plant of $527,055. For a detail of Uty Plant,
see Note C.

Utility Plant
(Net of Accumulated
Depreciation)

Land $ 354,762
Construction in Progress 179,611
Distribution Plant 15,620,345
General Plant 974,763
Total Utility Plant 17,129,481

Debt Administration

At year-end, the District had net pension liabiliy$1,063,226 and other post-employment beneifitility

of $18,362. At year-end, the District had a bataowed of $256,463 for KIA loan no. B12-06 and lbee
owed of $720,826 for KIA loan no. B18-10. The @&tns National Bank loan was refinanced with Farmers
National Bank in a prior year. At year-end, thadn balance was $304,690. At year-end, the Didtad a
balance of $1,244,649 for Meter Project Loan witlrrRers National Bank. At year-end the District had
$1,139,000 in outstanding revenue bonds payablee tdtal bonds, loans, and due to payable at yedr e
were $4,812,135, versus $5,185,355 the previous getecrease of $373,220 (7.20%). For a breakddwn
the District’s current and long-term debt, see Nde E, F, G, H, and J and the supplemental firzdnci
information provided within this report.

Future Projections
The Board is looking at several water projectdfier District for 2026. They are as follows:

Installation of four thousand seven hundred ted1@) feet of new four (4) inch line from the intecgon of
Hwy 243 and Rollertown Road to the existing 4” lete895 Riley Road. This line will allow for thedping

of water to the area in the event of any line falfrom Riley Road to Hwy 243 traveling along Ddlavi
Hwy. A distance of 23,000 feet and an area thathaal two line breaks in the last year causingrimpéion

of service for many customers will see the benefitshis line. The projected cost of this projectorty
thousand dollars ($40,000). This project wouldtdwg hundred and fifty-six thousand ($256,000) if
constructed by outside contractors.

Completion of the Loretto Project to include: Twwendred linear feet (200) of new 6” line and a rfew
hydrant will be installed at the Loretto Firehoud&ight hundred linear feet (800) of new 6-inclelwill be
installed from Nally’'s to the corner gas stationreg Hwy 52. All this line will replace existing 68C
Lines. Twelve hundred and fifty feet (1250) of ngwnch line will be installed from the new 12-inkihe to
Spencer Hamilton Road through the Maker's Mark prgpand a fire hydrant will be installed on Maleer’
Mark property. A 4” zone meter will be installetitae beginning of the 8” line to monitor flows this
zone. Eleven hundred feet (1,100) of new 6” ik be installed along Spencer to Damar Lane affidea
hydrant installed. Sixty-five (65) meters will lbeconnected in the project, and the existing 4"'nspe
Hamilton line will be tied into the new 6” line. hfee hundred feet (300) of new 6” line will be aikd



from the new 12" line along the front of the Fanidyllar store. Railroad Avenue will be tied backoi the
new 12" line. The District's manpower will be ugid to install this line for a significant savingghe
projected cost of this project is eighty-five thand dollars ($85,000)This project would cost five hundred
eighty-five thousand ($585,000) if constructed bysale contractors.

Installation of fifteen thousand (15,000) feet efanthree (3) inch line along St. Joe Rd and Cleaek Rd
in the St. Joe area. This line will replace arstaxg thin wall three (3) inch PVC line. Existisgrvices will
be reconnected to the new 3” line. The Districtisnpower will be utilized to install this line fa
significant savings. The projected cost of thisjget would be $65,000. This project would cosefi
hundred and seventy-five thousand ($575,000) isttacted by outside contractors.

Several line extensions will be installed and gaidby the customer. These include Melody LakemigAtt
Road and Hwy 49 in Nelson County.

Should you have any questions regarding this reptaase contact Toby Spalding, General Manager, at
Marion County Water District.



Marion County Water Distri
Lebanon, Kentucky

Statement of Net Position
December 31, 2025 and 2(

Assets and Other Debits

Net Utility Plant (Notes A-3 and |

Construction in Progre

Right of Use Asset - Net of Amortizati
Total

Other Property and Investme
Certificates of Depos

Total Other Property and Investm

Current and Accrued Ass:
Cash (Note E
Cash - Restricted (Note
Total Cas
Customer Accounts Receivable, Ne
Allowance of 7,142 and 7,1
Other Receivabli
Materials and Supplies Inventory (Note /
Prepaid Insuran
Accrued Interest Receival

Total Current and Accrued Ass
Deferred Outflows - Regulatory As
Deferred Outflows Related to Other Post Employniariefits
Deferred Outflows Related to Pensi

Total Deferred Outflov

Total Assets and Deferred Outflc

202¢

16,949,87
179,61:

17,129,48

764,76

764,76

1,320,80:
11,47¢

1,332,27:

179,30t
0
295,87:
35,08(
7,86(

1,850,39

72,00(
122,16:
162,06(

356,22:

20,100,86

See independent auditor's report and accompanyites o the financial statemer
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202¢

16,602,42

8,39

16,610,82

747,59:

747,59:

1,398,33!
66,39

1,464,72

256,58t
79,65«
243,59:
30,65¢
8,551

2,083,77!

72,00(
135,79.

274,46!
482,25

19,924,44



Marion County Water Distrir
Lebanon, Kentucky

Statement of Net Position
December 31, 2025 and 2(

Net Position and Liabilitie

202¢ 202¢
Net Positior
Appropriated Retained Earnings (Note 776,23t 813,98!
Retained Earnings from Income before Contringj
Beginning Restated (871,736 (942,178
Donated Capit 14,437,25 13,797,62
Total Net Positic 14,341,75 13,669,43
Deferred Inflows Related to Other Post Employmesn&it: 233,43t 356,19:
Deferred Inflows Related to Pensi 176,50t 211,30t
Total Deferred Inflow 409,94¢ 567,49
Long-Term Deb
KIA Loan Payable (Note C 228,22! 256,46:
KIA Loan Payable (Note E 676,74 720,82t
Farmers National Bank Refinance Loan Payableg 257,32( 304,69(
Farmers National Bank Meter Project Loan Payéktge G 1,091,99 1,244,64!
Revenue Bonds Payable (Note H) 1,110,000 1,139,000
Compensated Absences (Note I) 61,673 0
Net OPEB Liability 18,36: (34,340
Net Pension Liabilit 1,063,221 1,186,09
Total Long-Term De 4,507,55 4,817,38!
Current and Accrued Liabiliti
Lease Obligation (Note 0 9,271
KIA Loan Payable (Note C 28,23¢ 27,75(
KIA Loan Payable (Note E 44.07¢ 43,31¢
Farmers National Bank Refinance Loan Payableg IR 47,37( 46,35«
Farmers National Bank Meter Project Loan Payéktdge G 152,65: 149,37
Revenue Bonds Payable (Note 29,00( 28,00(
Accounts Payabl 238,39 277,65:
Accrued County Retireme 12,20¢ 11,96¢
Accrued Unemployme 4145 3,64:
Payroll Taxes Payal 3,584 3,34¢
Customer Depos 41,46¢ 42,39:
Accrued Interest Payal 18,50¢ 18,96¢
Compensated Absences (Not 3,24¢ 0
Other Accrued Liabilitie 218,71! 208,09°
Total Current and Accrued Liabilit 841,61: 870,13:
Total Net Position, Deferred Inflows, and Liab#d 20,100,86. 19,924,44

See independent auditor's report and accompanwitgs o the financial statemer
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Years Ended December 31, 2025 and :

Operating Revent
Metered Sales Residen
Metered Sales Commerc
Metered Sales Scho
Metered Sales Multi-Fam
Miscellaneous Servi
Late Charge

Total Operating Reven

Operating Expens
Operation & Maintenance Expel
Amortization - Right of Use Ass
Depreciatio

Total Operating Expens
Operating Income (Los

Other Incom
Interest Incorr
Gain (Loss) on Sale of As
Collection Fee
Credit Card Fee Reven
Misc. Non-Operating Incor
Total Other Incon

Other Expens:t
Interest on Long-Term De
Other Intere:
Total Other Expens

Net Income (Loss) before Contributic

Marion County Water Distri
Lebanon, Kentuck

Statements of Incor

Percer Percer
of of

202¢ Revenu 2024 Revenu
3,141,47. 78.5% 3,122,371 77.2%
695,65t 17.4% 766,70( 19.0%
30,29: 0.8% 30,99 0.8%
13,82 0.3% 15,19« 0.4%
29,95¢ 0.7% 25,40( 0.6%
90,64 2.3% 82,75( 2.0%
4,001,84. 100.0¥% 4,043,41! 100.0¥%
3,224,57! 80.6% 3,411,46. 84.4%
8,391 0.2% 16,79¢ 0.4%
744 57! 18.6% 656,07 16.2%
3,977,54 99.4% 4,084,33! 101.0%
24,29’ 0.6% (40,921 -1.0%
33,36¢ 0.8% 33,00¢ 0.8%
30,19¢ 0.8% 0 0.0%
61,28¢ 1.5% 61,15 1.5%
11,48: 0.3% 30,35¢ 0.8%
18,69: 0.5% 11,747 0.3%
155,02: 3.9% 136,26t 3.4%
80,93¢ 2.0% 81,46: 2.0%
1,787 0.0% 2,18¢ 0.1%
82,72 2.1% 83,647 2.1%

96,59¢ 2.4%

11,69¢

See independent auditor's report and accompanyites o the financial statemer
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Marion County Water Distri
Lebanon, Kentuck

Statements of Changes in Net Pos

Years Ended December 31, 2025 and :

Appropriated Retained Earnir
Balance - Beginning of Ye

Transfer to/from Retained Earnings from Inct
before Contributior

Balance - End of Ye

Retained Earnings from Income before Contribui
Balance - Beginning of Year (2024 Restated eNg)

Net Income (Loss) for the Ye
Transfer to/from Appropriated Retained Earn

Balance - End of Ye

202¢

813,98

(37,747

776,23t

(1,006,078

96,59¢

37,74

(871,736

See independent auditor's report and accompanyites o the financial statemer
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202¢

850,70:

(36,716

813,98!

(990,592

11,69¢

36,71¢

(942,178



Marion County Water Distri
Lebanon, Kentuck

Statements of Cash Flo

For the Years Ended December 31, 2025 and

13

202t 202
Cash Flows from Operating Activiti
Receipts from Use 4 155,58 4,058,52.
Payments to Employe (898,630 (892,256
Payments to Suppliers for Goods and Ser (2,446,865 (2,575,613
Net Cash Provided by Operating Activit 810,09: 590,65¢
Cash Flows from Capital and Related Financing Atitis.
Capital Contributior 639,62. 720,70¢
Principal Payments on Long-term D (294,799 (288,262
Principal Payments on Lea (9,271 (17,929
Proceeds from the Sale of Equipn 57,60( 0
Interest Paymen (83,180 (84,086
Payments for Capital Projects and Equipr (1,299,361 (1,357,597
Net Cash Used in Capital and Related FinancingvAiets (989,388 (1,027,166
Cash Flows from Investing Activitie
Interest Income Receiv 16,67: 33,16:
Rent and Other Incor 30,17: 42.,10¢
Net Cash (Used in)Provided by Investing Activi 46,84¢ 75,26¢
Cash and Investments, Beginr 1,464,722 1,825,97.
Cash and Investments, End 1,332,27: 1,464,72

See independent auditor's report and accompanwitgs o the financial statemer



Marion County Water Distri
Lebanon, Kentuck

Statements of Cash Flows - (Contint
For the Years Ended December 31, 2025 and

Reconciliation of Net Income to Net Cash Providgddperating Activitie

Net Incomi

Adjustments to Reconcile Operating Income to Negh(
Provided by Operating Activitie
Depreciatiol
Amortizatior
Interest on Del
Misc. Non-Operating Incon
(Gain) or Loss on Disposal of Ass
Interest Incom
Changes in Assets, Deferred Outflows, Liabilit@sd Deferred Inflows
Accounts Receivab
Other Receivable
Materials & Supplies Invento
Other Assel
Accounts Payab
Other Liabilities
Compensated Absenc
Deferred Outflows
Deferred Inflows - Pension & OPI
Net Pension Liabilit
Net Other Post Employment Benefits Liabi

Net Cash Provided by Operating Activit

202t 202¢
96,59 11,69¢
744,57 656,07
8,397 16,79
83,18 84,08t
(30,173 (42,106
(30,196 -
(34,065 (33,162
77,28: (46,043
79,65 15,56+
(52,279 (160,043
(4,425 2,797
(39,254 92,12
11,46¢ 25,01
1,01¢ -
126,03 87,33
(157,551 (129,506
(122,871 19,25¢
52,70: (9,233
810,09: 590,65

See independent auditor's report and accompanyites o the financial statemer
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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 6,000 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.

Inventory is recorded at cost.

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. Meters are depreciated over 20 years wréaace with their estimated
warrantied life span.

Four funds are set up on the company’s bo@k&nue fund, operation and maintenance
fund, reserve fund, and sinking fund. All incoimeleposited to the revenue fund.
Funds are transferred monthly from the revenud to the operation and maintenance
fund sufficient to pay the general expenses efwhter system. Transfers are made from
the revenue fund to the reserve fund as stipdilayethe bond agreements. Contributions
in aid of construction are deposited directlytte reserve fund. Transfers from the
revenue fund to the sinking fund are made taaefitly meet the required bond and
interest payments to the U S Department of Adftice-Rural Development.

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

Operating revenues include all utility serviedated 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.

When the District incurs an expense for whicthlvestricted and unrestricted net assets
are available, the District’s policy is to expematricted net assets to the extent available
first and then to expend unrestricted net assets.

Changes in Accounting Principle

Effective July 1, 2024, the District adopted Goweemtal Accounting Standards Board
(GASB) Statement No. 10LZompensated Absencesich establishes recognition and
measurement criteria for liabilities associatechwéave benefits earned by employees.
Beginning net position was restated as a resuthplementation. See Note S.
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Notes to Financial Statements (Continued)

B. Cash:

At year end the carrying amount of the Districsle and cash equivalents, including certificates
of deposit, was $2,095,850. Of the total cashP¥I® was covered by Federal Depository
Insurance and $1,345,850 was covered by collasgraements and collateral held by the
pledging banks’ trust departments in the Districgne.

Bond documents require the maintenance of certaioumts that are restricted as to withdrawal.

Included in cash at December 31, 2025 and 2024 therfollowing restricted funds:

Reserve Funds
Short-Lived Asset Account

Total

C. Utility Plant:

2025

7,237
4,238

11,475

2024

34,212
_ 32179

66,391

The following represents the amount of utilityrglas of December 31, 2025 and 2024:

Beginning Ending
Balance Additions Disposals Reclassify Balance
Nondepreciable Assets:
Land 354,562 200 354,762
Construction in Progress - 179,611 - 179,611
Depreciable Assets:
Distribution Plant 24,973,972 770,270 - 25,744,242
General Plant 1,820,327 349,280 (85,325) 2,084,282
Total 27,148,861 1,299,361 (85,325) - 28,362,897
Less: Accumulated
Depreciation (10,546,435) (744,575) 57,594 (11,233,416)
Net Utility Plant 16,602,426 554,786 (27,731) - 17,129,481
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Notes to Financial Statements (Continued)

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 hagexfinterest rate of 1.75%. As of December 31,
2025, the KIA Loan has a balance owed of $256,488turities for future years are as follows:

Year Interest Principal
2026 4,365 28,238
2027 3,869 28,734
2028 3,364 29,240
2029 2,850 29,754
2030 2,327 30,277
2031 1,795 30,809
2032 1,253 31,350
2033 702 31,901
2034 141 16,160
20,66¢ 256,46

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 replasents on McEIroy Pike and Hwy 289. All
$950,000 of funding available was utilized durirfi@ and the related projects were completed
during 2020. The loan has a fixed interest rate. ©5%. As of December 31, 2025, the KIA
Fund B Loan has a balance owed of $720,826. Megsifior future years are as follows:

Year Interest Principal
2026 12,422 44,079
2027 11,648 44,854
2028 10,859 45,643
2029 10,057 46,445
2030 9,241 47,261
2031 8,410 48,092
2032 7,565 48,937
2033 6,705 49,798
2034 5,829 50,672
2035 4,939 51,563
2036 4,032 52,469
2037 3,110 53,392
2038 2,172 54,330
2039 1,217 55,285
2040 244 28,006
Total 98,450 720,826
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Notes to Financial Statements (Continued)

Farmers National Bank Loan Payable — Refinance:

In January of 2022, Marion County Water Distridimanced an existing loan. The beginning
principal value of the loan as $480,638 with adie14% interest rate. The loan requires
monthly payments of $4,459 through January 2032Décember 31, 2025, the balance of this
loan was $304,690. Maturities for future yearsaaréollows:

Year Interest Principal
2026 6,141 47,370
2027 5,103 48,408
2028 4,054 49,457
2029 2,958 50,553
2030 1,851 51,660
2031 718 52,792
2032 8 4,450
Total 20,833 304,690

Farmers National Bank Loan Payable — Meter Btoje

During 2022, Marion County Water District beganaiggg draws on a construction loan with
Farmers National Bank. The purpose of the loda fsnance the replacement of existing radio
read meters for all customers and also to fundnistallation of multiple zone meters. The
District believes that this project will allow fanuch better tracking of water loss within the
water system. The loan has a fixed interest rafeld%. As of December 31, 2025, the loan
has a balance owed of $1,244,649. Monthly paynieegan in late 2023 and are $14,845 each
month. Maturities for future years are as follows:

Year Interest Principal

2026 25,491 152,651
2027 22,146 155,996
2028 18,782 159,360
2029 15,235 162,907
2030 11,665 166,477
2031 8,017 170,125
2032 4,304 173,838
2033 747 103,295

Total 106,387 1,244,649

18



Notes to Financial Statements (Continued)
H. Revenue Bonds Payable:
The 2009 Series Revenue Bond Issue are Build AmeBonds whereby the United States
Treasury refunds to the Marion County Water DistB6% of the interest paid on these bonds

and thus reducing the effective rate of interesnfi3.5% to 2.275% per annum.

Water Revenue Bond Series of 2009 - Interest doeaginually
January 1 and July 1 at 3.25% with varying priatjayments

due January 1 of each year through 2050 1,139,000
Maturities for future years are as follows:

Year Principal Year Principal

2026 29,000 2030-2034 178,000

2027 30,000 2035-2039 214,000

2028 31,000 2040-2044 255,000

2029 32,000 2045-2049 305,000

2050 65,000

A detail of principal payments by year is alsogameted on page 38.
l. Compensated Absences:

The District recognizes liabilities for compensasddences in accordance with GASB Statement
No. 101,Compensated Absenc@sis standard requires the District to recorahility for leave
that is attributable to services already rendezedyumulates, and is more likely than not to be
used or paid. Types of compensated absences inchudéion leave, sick leave, personal leave,
and other paid time off as defined by District p@g & procedures. The liability is measured
using current pay rates. The liability reflectstbohused leave expected to be paid and leave
used but not yet paid. The District evaluates ugagierns and payout eligibility annually to
determine the “more likely than not” threshold.

J. Long-term liability activity for the year endB&cember 31, 2025, was as follows:
Beginning Ending
Balanci Additions Reduction Balanci
Net Pension Liabilit 1,186,097 (122,871 1,063,22¢
Net OPEB Liability (34,340 52,702 18,362
Lease Obligatio 9,271 (9,271 -
Compensated Absenc 63,900 * 66,311 (65,292 64,919
KIA Loan Payabl 284,213 (27,750 256,463
KIA Loan Payabl 764,144 (43,318 720,82¢€
FNB Loan Payab 351,044 (46,354 304,69C
FNB Loan Payab 1,394,02¢ (149,377 1,244,64¢
Revenue Bond Payal 1,167,00(C (28,000 1,139,00(C
Total 5,185,35¢ 119,013 (492,233 4,812,13¢

* Beginning balance, restated
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Notes to Financial Statements (Continued)
K. Appropriated Retained Earnings:

Appropriated retained earnings at December 315 202 2024, consist of restricted funds as

follows:
2025 2024
CDs - Reserve Fund 764,763 747,594
Cash - Reserve Fund 7,237 34,212
Cash — Short-Lived Asset Fund 4,238 132
776,238 813,985

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 $12,1rito the Short-Lived Asset Fund account
monthly. The funds in this account may be usethkyDistrict to replace or add short-lived
assets to the District’'s water system; they maybeatsed 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 QguEmployees 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-enmglolefined 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 authoritytéabléesh and amend benefit provisions. The Kentucky
Retirement System issues a publicly available ir@nreport that includes financial statements and
required supplementary information for CERS. Triegbrt may be obtained from http://kyret.ky.gov/.

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

Tier 1 Participation dat Before September 1, 2C
Unreduced retireme 27 years service or 65 years
Reduced retireme At least 5 years service and 55 year:

At least 25 years service and any

Tier 2 Participation dat September 1, 20C- December 31, 20:
Unreduced retireme At least 5 years service and 65 year:
OR age 57+ and sum of service years plus age &G
Reduced retireme At least 10 years service or 60 years
Tier 2 Participation dat After December 31, 20:
Unreduced retireme At least 5 years service and 65 year:
OR age 57+ and sum of service years plus age &
Reduced retireme Not Available
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Notes to Financial Statements (Continued)

Tier 4 Participation dat After January 1, 20
Reduced retireme Hybrid Plan with Defined Benefits and a <fund
supplemental pla

Cost of living adjustments are provided at therdison of the General Assembly. Retirement is asea
factor of the number of years’ service and hire daultiplied by the average of the highest fivergea
earnings. Reduced benefits are based on factbatlobf these components. Participating employees
become eligible to receive the health insurancefiteafter at least 180 months of service. Deatielits
are provided for both death after retirement arattdprior to retirement. Death benefits after etient are
$5,000 in lump sum. Five years’ service is requicedieath benefits prior to retirement and the leyge
must have suffered a duty-related death. The datedmneficiary will receive the higher of the nai
death benefit and $10,000 plus 25% of the decexlerghthly final rate of pay and any dependent aluild
receive 10% of the decedent’s monthly final ratpaf up to 40% for all dependent children. Fivergea
service is required for nonservice-related disghlilenefits.

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

Required
Contribution:
Tier 1 5%
Tier 2 5% +1% for insuranc
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, 2024 and 2023, the District rebeatdiability for its proportionate share of the ne
pension liability for CERS. The amount recognizgdhe District as its proportionate share of the ne
pension liability that was associated with the fistvere as follows:

2025 2024
District’s proportionate share of the CERS net mnhability $ 1,063,226 $ 1,186,097

The net pension liability for the plan was measwedf June 30, 2025 and 2024, and the total pensio
liability used to calculate the net pension liaiilivas determined by an actuarial valuation ashaf tlate.

The District’s proportion of the net pension lidyifor CERS was based on the actual liabilityfod t
employees and former employees relative to thé liatality of the System as determined by the acyu
At June 30, 2025, the District’s proportion wasd1.Q7 percent. At June 30, 2024, the District’s
proportion was 0.019833 percent.

For the year ended December 31, 2025 and 2024 atagly, the District recognized pension experfse o

$82,725 and $166,314 related to CERS. At Decembe2®5 and 2024, 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)

2025 2025 2024 2024
Deferred Deferred Deferred Deferred
Outflows of Inflows of Outflows of Inflows of
Resources Resources Resources Resources
Differences between expected and actual
experience $ 35,24¢ $ - $ 57,40¢ $ -
Changes of assumptic - - - 53,58t¢
Net difference between projected and
actual earnings on pension plan
investment 39,23¢ 145,55! 81,45¢ 157,71¢
Changes in proportion and differences
between District contributions and
proportionat share of contributiot 25,23: 30,95: 75,72 -
District contributions subsequent to the
measurement de¢ 62,34: - 59,877 -
Total $ 162,06 $ 176,50 $ 274,46! $211,30€

$62,341 and $59,877 were reported as deferrecbaustfbf resources related to pensions resulting from
District contributions subsequent to the measurémate will be recognized as a reduction of the net
pension liability in the years ended December 8252and 2024, respectively. Other amounts rep@sed
deferred outflows of resources and deferred inflosiated to pensions will be recognized in pension
expense as follows:

Yea Amoun

2026 24,57
2027 (48,640
2028 (34,53
202¢ (18,175

Actuarial assumptions: June 30, 2625or financial reporting, the actuarial valuatioasixperformed by
Gabriel Roeder Smith (GRS). GRS completed repgrigldn in compliance with GASB Statement No.
67, Financial Reporting for Pension Plans for ieedl year ended June 30, 2025. The total pension
liability, net pension liability (NPL), and sensitly information are based on an actuarial valuatiate
of June 30, 2024. The total pension liability waked forward from the valuation date to the plafissal
year ended June 30, 2025, using generally acceptadrial principles.

2025 - The actuarial assumptions are:

Inflation 2.50%

Payroll Growth Rate 2.0% for CERS Nonhazardous@BRS Hazardous

Salary Increases 3.30% to 10.30%, varies by sefeicCERS Nonhazardous;
3.55% to 19.05%, varies by service for CERS Hazasdo

Investment Rate of Return 6.5% for CERS Nonhazas@md CERS Hazardous
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Notes to Financial Statements (Continued)
The mortality table used for active members waslaZ010 General Mortality table, for the Non-
Hazardous System, and the Pub-2010 Public Safetyaitg table for the Hazardous system, projected
with the ultimate rates from the MP-2020 mortalityprovement scale using a base year of 2023.

2024 - The actuarial assumptions are:

Inflation 2.50%

Payroll Growth Rate 2.0% for CERS Nonhazardous@EBERS Hazardous

Salary Increases 3.30% to 10.30%, varies by sefeicCERS Nonhazardous;
3.55% to 19.05%, varies by service for CERS Hazasdo

Investment Rate of Return 6.5% for CERS Nonhazasmdmd CERS Hazardous

The mortality table used for active members waslaZ010 General Mortality table, for the Non-
Hazardous System, and the Pub-2010 Public Safetyahty table for the Hazardous system, projected
with the ultimate rates from the MP-2014 mortalityprovement scale using a base year of 2010. The
mortality table used for healthy retired members waystem-specific mortality table based on mitytal
experience from 2013-2018, projected with the wdtierates from MP-2014 mortality improvements
scale using a base year of 2020. The mortality taked for the disabled members of PUB-2010
Disabled Mortality table, with a 4-year set-forwdod both male and female rates, projected with the
ultimate rates from the MP-2014 mortality improvernscale using a base year of 2010.

For June 30, 2025, the long-term expected ratetafm was determined by using a building block
method in which best estimate ranges of expectedeueal rates of returns are developed for easbta
class. The ranges are combined by weighting theagd future real rate of return by the target
allocation percentage. The target allocation ast bstimates of arithmetic real rate of returrefmch
major asset class is summarized in the table belve current long-term inflation assumption is(®4b
per annum for both the non-hazardous and hazamlans

Target Long-Term Expecte
Asset Clas! Allocation Real Rate of Retur
Equity
Public Equity 45.0(% 4.15%
Private Equit 8.0(% 7.9(%
Fixed Income

CoreFixed Incom 13.00% 2.7C%

Specialty Credi 20.00% 3.83%

Cast 2.0C% 1.25%
Inflation Protected

Real Estat 5.00% 4.75%

Real Retur 7.00% 5.20%
Expected Real Return 100.00% 4.24%
Long-Term Inflation Assumption 2.50%
Expected Nominal Return for
Portfolio 6.74%
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Notes to Financial Statements (Continued)

Discount rate— The projection of cash flows used to determireediscount rate of 6.50% for CERS
Nonhazardous and CERS Hazardous assumes thantterieceive the required employer contributions
each future year, as determined by the currentifignoblicy established in Statute, as amended hyskEo
Bill 362, (passed in 2018) over the remaining 2&rgdclosed) amortization period of the unfunded
actuarial accrued liability.

Also, the provisions of House Bill 362 (passed dgithe 2018 legislative session) are still in affewd
limit the increases to the employer contributiotesaeto 12% over the prior fiscal year through J8be
2028. However, contribution rates are not currepthjected to increase by more than 12% in anyrgive
future year. Therefore, for the purposes of thisutation, the provisions of House Bill 362 do mojpact
the projected employer contributions.

The discount rate determination does not use agimahibond rate. The target asset allocation ast b
estimates of arithmetic real rates of return farhemajor asset class are summarized in the Annual
Comprehensive Financial Report (ACFR).

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

Current Discount

2025 1% Decreas Rate 1% Increast
CERS 5.5% 6.5% 7.5%
District's proportionate share

of net pension liabilit 1,405,65! 1,063,22 780,71:

Current Discount

2024 1% Decreas Rate 1% Increast
CERS 5.5% 6.5% 7.5%
District's proportionate share

of net pension liabilit 1,529,07. 1,186,09 901,51¢

Pension plan fiduciary net positien Detailed information about the pension plan’sifighiry 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
OPEBs through the County Employees Retirement Bysfehe State of Kentucky (CERS)—a cost-
sharing multiple-employer defined benefit OPEB piatirement 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 CommontvedilKentucky and therefore is included in the
Commonwealth’s financial statements. CERS issymsbéicly available financial report that can be
obtained at https://kyret.ky.gov/About/Board-of-$tees/Pages/CAFR-and-SAFR.aspx.

24



Notes to Financial Statements (Continued)

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

Medical Insurance Plan

Plan description F¥he Kentucky Retirement Systems’ Insurance Funsugince Fund) was established
to provide hospital and medical insurance for bleymembers receiving benefits from KERS, CERS,
and SPRS, the state retirement options. Theb&igion-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 retireestlgh 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 ihésirance fund covers employees eligible through
KERS, CERS, and SPRS, only the portion relatedBBE is applicable to Marion County Water District
since the District does not have or qualify to hen®loyees participate in KERS or SPRS.

Benefits provided Medical Insurance coverage is provided based emiamber’s initial participation
date and length of service. Members received reélpercentage or dollar amount for insurance
coverage. The amount of contribution paid by theutance Fund is based on years of service. For
members participating prior to July 1, 2003, ye#rservice and respective percentages of the mawimu
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 pefi&@d years, non-hazardous employees whose
participation began on or after July 1, 2003 ed@ @er month for insurance benefits at retirement f
every year of earned service without regard to gimmiam dollar amount. This dollar amount is subject
to adjustment annually, which is currently 1.5%sdzhupon Kentucky Revised Statutes. The Kentucky
General Assembly reserves the right to suspenddurce this benefit if, in its judgment, the welfafe

the Commonwealth so demands. Only benefit desanip@applicable 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 healthcareehigrezero percent (0.000%) of the gross
annual payroll of members is contributed for tharyended June 30, 225 for CERS Non-Hazardous,
which is the portion of the plan applicable to District, and this portion is paid 100% paid by déoyer
contributions. One percent (1.00%) is contributgaimployees hired on or after September 1, 2008.

At December 31, 2025 and 2024, the District regbatdiability of $18,362 and ($34,340) respectively
for its proportionate share of the collective n&HEB liability. The collective net OPEB liability \sa
measured as of June 30, 2025 and 2024, and th&EB liability used to calculate the collectivetn
OPERB liability was based on a projection of thetfies's long-term share of contributions to the GPE
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Notes to Financial Statements (Continued)

plan relative to the projected contributions ofgatticipating employers, actuarially determined.JAne
30, 2025, the District’s proportion was 0.01911¢cpat, compared to 0.019852 as of June 30, 2024.

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

follows:

District’s proportionate share of the CERS net ORiEBility

2025
$ 18,362

2024
$ (34,340)

For the year ended December 31, 2025 and 202distect recognized OPEB expense of $ (56,422)
and $(63,857) respectively. At December 31, 20262024, the District reported deferred outflows of
resources and deferred inflows of resources relat€@PEBs from the following sources:

2025 2025 2024 2024
Deferred Deferred Deferred Deferred
Outflows of Inflows of Outflows of Inflows of
Resources Resources Resources Resources
Differences between expected and actual
experience $ 59,55¢ $ 157,86 $ 19,05: $ 270,18
Changes of assumptic 12,24° 10,51« 31,11¢ 24,23
Net difference between projected and
actual earnings on pension plan
investment 14,53¢ 56,12: 30,18¢ 61,52:
Changes in proportion and differences
between District contributions and
proportionat share of contributiot 24,90 8,94( 46,13( 24¢
District contributions subsequent to the
measurement de 10,92: - 9,30¢ -
Total $ 122,16: $ 233,43t $ 135,79 $ 356,19:

$10,921 and $9,309 were reported as deferred gt resources related to pensions resulting from
District contributions subsequent to the measurémate will be recognized as a reduction of the net
pension liability in the years ended December 8252and 2024, respectively. Other amounts rep@sed
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:

2026

2027
2028
2029

26

(65,011)
(61,664)
4,048
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Actuarial assumptions: June 30, 2625-or financial reporting, the actuarial valuationoAgune 30,
2025, was performed by Gabriel Roeder Smith (GRBg.total OPEB liability, net OPEB liability, and
sensitivity information as of June 30, 2025, weaisdnl on an actuarial valuation date of June 30}.202
The total OPEB liability was rolled-forward fromelvaluation date (June 30, 2024) to the plan'sfisc
year ending June 30, 2025, using the generallypdedectuarial principles.

The following actuarial assumptions were:

Inflation 2.50%
Payroll Growth Rate 2.00%
Salary Increases 3.3% to 10.3%, varies by sefeicEERS Nonhazardous
3.55% to 19.05%, varies by service for CERS Haaasdo
Investment rate of return 6.50%
Healthcare cost trend rates
Pre-65 Initial trend starting at 7.10% at JanuargQR6 and gradually
decreasing to an ultimate trend rate of 4.25% aveeriod of
14 years.
Post-65 Initial trend starting at 8.0% in 2026 rtlygadually
decreasing to an ultimate trend rate of 4.25% aveeriod of
14 years.
Mortality
Pre-retirement PUB-2010 General Mortality table,tfee Nonhazardous

Systems, and the PUB-2010 Public Safety Mortatible for
Hazardous Plans, projected with the ultimate rfxtes the
MP-2020 mortality improvement scale using a base pé
2010

Post-retirement (non-disabled) System-specific alityttable based on mortality experience
from 2013-2022, projected with the ultimate ratest MP-
2020 mortality improvement scale using a base g&a023

Post-retirement (disabled) PUB-2010 Disabled Mayxtéhble multiplied by 150% for
both male and female rates, projected with thenalte rates
from the MP-2020 mortality improvement scale usanigase
year of 2010

Actuarial assumptions: June 30, 2624or financial reporting, the actuarial valuationsyserformed by
Gabriel Roeder Smith (GRS). GRS completed repgrsldén in compliance with GASB Statement No.
74, Financial Reporting for Postemployment Berefiitns Other than Pension Plans for the fiscal year
ended June 30, 2024. The total OPEB liability, @BEB liability (NOL), and sensitivity informatiornre
based on an actuarial valuation date of June 3fB.Zlhe total OPEB liability was rolled forward fno
the valuation date to the plan’s fiscal year endlatk 30, 2024, using generally accepted actuarial
principles.

The following actuarial assumptions were:

Inflation 2.5%
Payroll Growth Rate 2.0%
Salary Increases 3.3% to 10.3%, varies by sefeicEERS Nonhazardous
3.55% to 19.05%, varies by service for CERS Hazasdo
Investment rate of return 6.50%
Healthcare cost trend rates
Pre-65 Initial trend starting at 7.10% at JanuarQR6 and gradually
decreasing to an ultimate trend rate of 4.25% aveeriod of
14 years.
Post-65 Initial trend starting at 8.0% in 2026 rtlyggadually
decreasing to an ultimate trend rate of 4.25% aveeriod of
14 years.
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Notes to Financial Statements (Continued)

Mortality
Pre-retirement PUB-2010 General Mortality table,tfe Nonhazardous
Systems, and the PUB-2010 Public Safety Mortatible for
Hazardous Plans, projected with the ultimate rixtes the
MP-2020 mortality improvement scale using a base pé
2010
Post-retirement (non-disabled) System-specific alityttable based on mortality experience

from 2013-2022, projected with the ultimate ratesf MP-
2020 mortality improvement scale using a base g&ap3

Post-retirement (disabled) PUB-2010 Disabled Maytahble multiplied by 150% for
both male and female rates, projected with thenalte rates
from the MP-2020 mortality improvement scale usnigase
year of 2010

For the plan year ending June 30, 2025, the diggate used to calculate the total OPEB liability
increased from 5.99% to 6.26% for the nonhazargétars and from 6.02% to 6.24% for the hazardous
plan. The assumed increase in future health cats,car trend assumption, was reviewed during tine J
30, 2024, valuation process and was updated terbrefiect the plan’s anticipated long-term healtiec
cost increases. In general, the updated assuniptassuming higher future increases in pre-Medicare
health care costs. The Total OPEB Liability aswfel30, 2025, is determined using these updated
assumptions.

Senate Bill 10 passed during the 2025 legislatdasi®n and increased the insurance benefit for raemb
who began participation on or after July 1, 200340 a month for nonhazardous CERS service and $50
a month for hazardous CERS service, effective Jgriua€2026. These increases are only payable when a
member is not eligible for Medicare benefits anty dgithey have met certain service thresholds at
retirement. Additionally, this legislation increaghe insurance member contribution rate for hamesd
members from 1% of pay to 2% of pay, effective Jul026, and extended the required member
contribution to CERS members hired on or after yIf003, but prior to September 1, 2008, for both
funds. There have been no other plan provisiongdsthat would materially impact the total OPEB
liability since June 30, 2024. It is GRS’s opinitiat these procedures are reasonable and appeoandt
comply with applicable requirements under GASB &tant No. 75 Accounting and Financial Reporting
for Postemployment Benefits Other than Pensions.

For the June 30, 2025 reports, the long-term erpeette of return was determined by using a bugldin
block method in which best estimate ranges of ebegeftiture real rates of returns are develope@foh
asset class. The ranges are combined by weigthingxpected future real rate of return by theetiarg
asset allocation percentage. The current long-teflation assumption is 2.5% per annum for both th
non-hazardous and hazardous plan.

Target Long-Term Expecte
Asset Clas! Allocation Real Rate of Retur
Equity
Public Equity 45.00% 4.15%
Private Equit 8.00% 7.9(%
Fixed Income

Core Bond 1300% 2.70%

Specialty Credit / High Yiel 20.00% 3.83%

Cast 2.0C% 1.25%
Inflation Protected

Real Estat 5.00% 4.75%

Real Retur 7.00% 5.20%
Expected Real Return 100.00% 4.24%
Long-Term Inflation Assumption 2.50%
Expected Nominal Return for
Portfolio 6.74%
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Notes to Financial Statements (Continued)

Discount rate- Single discount rates of 6.26% for the CERS hamardous insurance plan and 6.24% for
the CERS hazardous insurance plan were used taineghe total OPEB liability as of June 30, 2025.
The single discount rates are based on the expaatedf return on OPEB plan investments of 6.50%
and a municipal bond rate of 5.20%, as reportdgbind Buyer’'s “20-Bond GO Index” as of June 30,
2025. Based on the stated assumptions and thecpooj of cash flows as of each fiscal year ending,
each plan’s fiduciary net position and future cilmttions were projected separately and were seffici
to finance the future benefit payments of the aurptan members. Therefore, the long-term expected
rate of return on insurance plan investments walieapto all periods of the projected benefit paptse
paid from the plan. However, the cost associateld thie implicit employer subsidy is not currenthirg
included in the calculation of the plan’s actudyialetermined contributions, and it is our undardiag
that any cost associated with the implicit subsidlynot be paid out of the plan’s trust. Therefattee
municipal bond rate was applied to future expebimukfit payments associated with the implicit sujpsi

The projection of cash flows used to determinesthgle discount rate must include an assumption
regarding future employer contributions made easdr yFuture contributions are projected assumiaty th
each participating employer in each insurance ptantributes the actuarially determined employer
contribution each future year calculated in accocgawith the current funding policy.

The following table presents the District’s propamtaite share of the collective net OPEB liabilifyttee
System, calculated using the discount rate of 6.86%025 and 5.99% for 2024 as well as what the
District's proportionate share of the collective @EB liability would be if it were calculated ngia
discount rate that is 1-percentage-point lower@% 2or 2025 and 4.99% for 2024) or 1-percentagedpoi
higher (6.99% for 2025 and 6.93% for 2024) thancimeent rate:

Current

2025 1% Decreas Discount Rat 1% Increast
CERS 5.26% 6.26% 7.26%
District's proportionate she

of net OPEB liability 110,18( 18,36: (58,916
2024 1% Decreas Discount Rat 1% Increas
CERS 4.9 5.9% 6.9%%
District's proportionate she

of net OPEB liability 46,43: (34,340 (102,253

Sensitivity of the District’s proportionate sharktbe collective net OPEB liability to changestie t
healthcare cost trend ratesFhe following presents the District’'s proportionatere of the collective
net OPEB liability, as well as what the Distriggsoportionate share of the collective net OPEBiliigb
would be if it were calculated using healthcare t@nd rates that were 1-percentage-point lowdr-or
percentage-point higher than the current healthoasetrend rates:

Current Trend

2025 1% Decreas Rate 1% Increast
Systems’ net pensic
liability (42,435 18,36: 89,53¢
Current Trend
2024 1% Decreas Rate 1% Increast
Systems’ net pensic
liability (82,618 (34,340 21,90(
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Notes to Financial Statements (Continued)

OPEB plan fiduciary net positioA 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 lossesbymercial insurance. There have been no
significant reductions in insurance coverage.

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

P. Lease:

The District is committed under a noncancellablerapng lease for computers that began July
2022 for 60 months with a monthly payment amour8hb07. The total lease liability measured
at present value is $83,974. The ending balanbee¢mber 31, 2025 is $0. The District has
recognized an intangible right of use asset fotd¢hes of the lease but the District will not
acquire the equipment at the end of the lease.

The following assets and amortization have beeogmeized.

Intangible Right of Use Asset — Computers $ 983,
Accumulated Amortization (83,974)
Net Ending Balance 0

Q. Due to Lebanon Water Works and Deferred Outfleiegulatory Asset:

During 2018, Marion County Water District receivad Order from the Public Service
Commission for Case Number 2017-0047. Per therpkiierion County Water District has also
established a balance sheet item called Deferrefio@s — Regulatory Asset that is equal to the
$72,000 of total legal reimbursement fees. Therbtswill be able to recover these costs as a
part of its next rate application.

R. Subsequent Events:

Management has reviewed subsequent events thiagth 27, 2026, the date the financial
statements were available for release. There wesabsequent events requiring disclosure.

S. Net Position, As Restated:
Governmental Accounting Standards Board Stateft@htrequires changes to the beginning

balances of the Statement of Net Position. Begmniet position of the was decreased $186,053
to reflect the implementation of GASB No. 101 .el@&v are the details of the restatement.

Beginning Retained Earnings from Income beforet@oumions

as previously reported on December 31, 2024 $ (942,178)
Prior period adjustment — Implementation GASB 101:

Compensated Absences Balance @063,9
Net Position as restated, January 1, 2025 0861078)

30



REQUIRED SUPPLEMENTARY
INFORMATION



REQUIRED SUPPLEMENTARY INFORMATION

MARION COUNTY WATER DISTRICT

SCHEDULE OF DISTRICT'S PROPORTIONATE SHARE

COUNTY EMPLOYEES RETIREMENT SYSTEM

OF THE NET PENSION LIABILITY

FOR THE YEAR ENDED JUNE 30

2016 2017 2018 2019 2020 2021 2022 2023 2024 2025

District's proportion of net pension liability 0.0839%  0.011706% 0.012698% 0.012420% 0.014009%  0.015658% 017@45%  0.018185% 0.019833% 0.019107%
District's proportionate share of the net pensi 568,124 685,188 773,347 873,504 1,074,479 998,320 1,275,559 1,166,842 1,186,097 1,063,226
State of Kentucky's share of the net pension ligbil

associated with the district - - - - - - - - -
TOTAL 568,124 685,188 773,347 873,504 1,074,479 998,320 1,275,559 1,166,842 1,186,097 1,063,226
District's covered-employee payroll 274,311 298,547 318,096 314,539 397,011 453,879 479,344 587,418 624,110 667,497
District's proportionate share of the net pensiability

as a percentage of its covered-payroll 207.09% 229.51% 243.12% 277.71% 270.64% 219.95% 266.11% 198.64% 0.03% 159.29%
Plan fiduciary net position as a percentage ofdted

pension liability 63.46% 55.50% 49.26% 50.45% 493 57.33% 52.42% 57.48% 61.61% 65.34%
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MARION COUNTY WATER DISTRICT
REQUIRED SUPPLEMENTARY INFORMATION
SCHEDULE OF CONTRIBUTIONS TO THE
COUNTY EMPLOYEES RETIREMENT SYSTEM
FOR THE YEAR ENDED DEC 31

2016 2017 2018 2019 2020 2021 2022 2023 2024 2025

Contractually required contributions

(actuarially determined) $ 34,501 $ 39483 $ 48852 $ 55999 $ 77253 $ 92345 $ 106,946 $ 137,274 $ 136,086 $ 128,251
Contributions in relation to the actuarially

determined contributions 34,501 39,483 48,852 55,999 77,253 92,345 106,946 137,274 136,086 $ 128,251
Contribution deficiency (excess) $ - $ - $ - $ - $ - $ - $ - $ - $ - $ -
Covered employee payroll $ 274311 $ 298,547 $ 318,096 $ 314,539 $ 397011 $ 453879 $ 479344 $ 587,418 $ 624,110 $ 667,497
Contributions as a percentage of

Covered employee payroll 12.58% 13.23% 15.36% 17.76% 19.46% 20.35% 22.31% 23.37% 21.80% 19.21%

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.
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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 2020 2021 2022 2023 2024 2025

District's proportion of net OPEB liability 0.012687 0.012420% 0.014005% 0.015655% 0.017642% 0.018185% 8318 0.019119%
District's proportionate share of the net OP 225,433 208,832 338,178 299,707 348,167 (25,107) (34,340) 18,362
State of Kentucky's share of the net OPEB liability

associated with the district - - - - - - -
TOTAL 225,433 208,832 338,178 299,707 348,167 (25,107) (34,340) 18,362
District's covered-employee payroll 318,096 314,539 397,011 453,879 479,344 587,418 624,110 667,497
District's proportionate share of the net OPEBiligb

as a percentage of its covered-payroll 70.87% 6.3 85.18% 66.03% 72.63% -4.27% -5.50% 2.75%
Plan fiduciary net position as a percentage otaked

OPERB liability 57.62% 60.44% 51.67% 62.91% 60.95% 04.23% 104.89% 97.66%

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 CONTRIBUTIONS TO THE MEDICAL INSURANCE PLAN

COUNTY EMPLOYEES RETIREMENT SYSTEM

FOR THE YEAR ENDED DEC 31

2018 2019 2020 2021 2022 2023 2024 2025

Contractually required contributions

(actuarially determined) $ 15,849 $ 15736 $ 18,898 $ 24,193 $ 21845 $ 9665 $ - $ -
Contributions in relation to the actuarially

determined contributions 15,849 15,736 18,898 24,193 21,845 9,665 - -
Contribution deficiency (excess) $ - $ - $ - $ - $ - $ - $ - $ -
Covered employee payroll $ 318,096 $ 314,539 $ 397,011 $ 453,879 $ 479,344 $ 587,418 $ 624,110 $667,497
Contributions as a percentage of

Covered employee payroll 4.98% 5.01% 4.76% 5.33% 4.56% 1.65% 0.00% 0.00%

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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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:
The assumed investment rate of return was deatdasa 7.75% to 7.50%
The assumed inflation rate was reduced from 3.5%265%
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 ptejé with Scale BB to 2013 (set back 4
years for males) is used for the period after diigaletirement.

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

2016
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:

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 redioc@@®5% from 7.50%
2018: There were no changes of assumptions fordaeended June 30, 2018.
2019
The following changes were made by the KRS Boartrostees 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%.

2020
Salary increases changed to 3.3% to 10.3%, vakyrgervice for CERS Non-Hazardous.

2021: There were no changes of assumptions forgaeended June 30, 2021.
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COUNTY EMPLOYEES RETIREMENT SYSTEM
NET PENSION LIABILITY (CONTINUED)

2022
There were no changes of assumptions for the yehrdeJune 30, 2022.

2023
The inflation rate was changed from 2.3% to 2.5%.

The single discount rate increased to 5.7%.
The investment return rate was increased to 6.5%.

The base mortality rate table was updated usingnibrgality experience of hon-disabled retirees tigio
June 30, 2022.

The complete list of assumptions are availableherkientucky Retirement Systems’ website in a report
titled “CERS: 2022 Actuarial Experience Study for the ReEading June 30, 2022"The following
website is provided for reference: https://www.kye.gov/Publications/Pages/Experience-Studies.aspx

2024
There were no changes of assumptions for the yehlrdeJune 30, 2024.

2025: There have been no assumption, method omptasision changes that would materially impact the
total pension liability since June 30, 2024.

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

The following actuarial methods and assumptionsewesed to determine the contribution rates reported
in that schedule effective for fiscal year endingel 30, 2025:

Valuation Date June 30, 2023 for CERS NonhazardodsCERS Hazardous
Actuarial Cost Method Entry Age Normal

Amortization Method Level percentage of pay

Remaining Amortization Period 30 years, Closedqukdt June 30, 2019

Gains/losses incurring after 2019 will be amortizeger separate
closed 20-year amortization bases

Payroll Growth Rate 2.0% for CERS Nonhazardoustahrdous

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

Inflation 2.50%

Salary Increase 3.30% to 10.30%, varies by sefeicEERS Nonhazardous;

3.55% to 19.05%, varies by service for CERS Haaasdo
Investment Rate of Return 6.50% for CERS Nonhazez@md CERS Hazardous
Phase-In Provision Board certified rate is phasetime actuarily determined rate in

accordance with HB 362 enacted in 2018 for CERSHdmardous and
CERS Hazardous

The retiree mortality is a System-specific monjaléble based on mortality experience from 20132202
projected with ultimate rates from MP-2020 mortelihprovement scale using a base year of 2023.
NOTE C — CHANGES OF BENEFITS

There were no provision changes that would matgiipact the total pension liability for June 30,
2025.
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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 discouatalagnged 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 6.268 7.50%

2020

The assumed increase in future health care codtgnm assumption, was reviewed during the June 30
2019 valuation process and was updated to beftectrenore current expectations relating to anttol
future increases in the medical costs. The amtieghbsavings from the repeal of the “Cadillac Tamt!
“Health Insurer Fee”, which occurred in Decembe2@19 are reflected in the June 30, 2020 GASB 75
actuarial information. The assumed load on preibéad premiums to reflect the cost of the Cadillac
Tax was removed and the Medicare premiums werecestioy 11% to reflect the repeal of the Health
Insurer Fee.

2021
The discount rate was changed to 5.20% from 5.34%.

The health care trends changed from to an indid of 6.4% from 6.3%.

2022
The single discount rates used to calculate tla @PEB liability within each plan changed since th
prior year from 5.20% at June 30, 2021 to 5.70%uat 30, 2022.

The assumed increase in future health care codtgnm assumption, was reviewed during the June 30
2021, valuation process and was updated to beflect the plan’s anticipated long-term healthcare
costs. There were no other material assumptiongggan

2023
The inflation rate was changed from 2.3% to 2.5%.

The single discount rate increased to 5.93%.
The investment return rate was increased to 6.5%.
The base mortality rate table was updated usingnibreality experience of non-disabled retirees tigio

June 30, 2022.
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COUNTY EMPLOYEES RETIREMENT SYSTEM
NET OTHER POST EMPLOYMENT BENEFITS LIABILITY

2023 continued:

The complete list of assumptions are availableherkientucky Retirement Systems’ website in a report
titted “CERS: 2022 Actuarial Experience Study for the ReBading June 30, 2022"The following
website is provided for reference: https://www.kyke.gov/Publications/Pages/Experience-Studies.aspx

2024: The single discount rate increased to 5.99%.

2025:
The single discount rate increased to 6.26%.

The assumed increase in future health care codtgnm assumption, was reviewed during the June 30
2024 valuation process and was updated to beftectréhe plan’s anticipated long-term healthcarstc
increases. In general, the updated assumptiosisrasg higher future increases in pre-Medicare and
Medicare healthcare costs.

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

The following actuarial methods and assumptioren{fthe indicated actuarial valuations) were used to
determine contribution rates reported in that sakeetbr the year ending June 30, 2025:

Valuation Date June 30, 2023

Actuarial Cost Method Entry Age Normal

Amortization Method Level percentage of pay

Remaining Amortization Period 30 years, close meabJune 30, 2019,

Gains/losses incurring after 2019 will be amortizmaer separate
closed 20-year amortization bases

Payroll Growth Rate 2.00%
Asset Valuation Method 20% of the difference betw#® market value of assets

and the expected actuarial value of assets is néned
Inflation 2.50%
Salary Increase 3.30% to 10.30%, varies by sefeic€EERS Nonhazardous;
Investment Rate of Return 6.50 %
Mortality System-specific mortality table basedroartality experience from

2013-2022, projected with the ultimate rates froia-RD20 mortality
improvement scale using a base year of 2023
Healthcare Trend Rates

Pre-65 Initial trend starting at 6.80% at Janugrg025and gradually
decreasing to an ultimate trend rate of 4.05% aveeriod of 13 years.
The 2024 premiums were known at the time of theatidn and were
incorporated into the liability measurement.

Post-65 Initial trend starting at 8.50% at Janugr2025 and gradually
decreasing to an ultimate trend rate of 4.05% aveeriod of 11 years.
The 2024 premiums were known at the time of theatidn and were
incorporated into the liability measurement.
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COUNTY EMPLOYEES RETIREMENT SYSTEM
NET OTHER POST EMPLOYMENT BENEFITS LIABILITY

NOTE C — CHANGES OF BENEFITS

Senate Bill 209 passed during the 2022 legislaassion and increased the insurance dollar cotibibu
for members hired on or after July 1, 2003, by@&5efach year of service a member attains overinerta
thresholds, depending on a member’s retiremeribéitg requirement. This increase in the insurance
dollar contribution does not increase by 1.5% alipaad is only payable for non-Medicare retirees.
Additionally, it is only payable when the membaeajgplicable insurance fund is at least 90% fundée. T
increase is first payable January 1, 2024. Seni#it2 also allows members receiving the insurance
dollar contribution to participate in a medicalunasnce reimbursement plan that would provide the
reimbursement of premiums for health plans othen tihose administered by KPPA. The total OPEB
liability as of June 30, 2024, was determined usiregge updated benefit provisions. There were herot
material plan provision changes.

There were no changes of benefits for the yeardceddee 30, 2024,

Senate Bill 10 passed during the 2025 legislatssi®n and increased the insurance benefit for reesmb
who began participation on or after July 1, 200846 a month for non-hazardous CERS service and $50
a month for hazardous CERS service, effective Jariuad2026. These increases are only payable when a
member is not eligible for Medicare benefits anty ginthey have met certain service thresholds at
retirement. Additionally, this legislation increaghe insurance member contribution rate for hamasd
members from 1% of pay to 2% of pay, effective Jul026, and extended the required member
contribution to CERS members hired on or after dul®003 but prior to September 1, 2008 for both
funds. There have been no other plan provisiongsthat would materially impact the total OPEB
liability since June 30, 2024. It is our opiniomathhese procedures are reasonable and approprigte,
comply with applicable requirements under GASB &tent No. 75.
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Marion County Water Distri

Lebanon, Kentucky

Schedules of Operating and Maintenance Expenses

Years Ended December 31, 2025 and 2024

Source of Supply Expen
Purchased Wai

Pumping Expen:
Fuel or Power Purchased for Pum|

Transmission & Distribution Expen
Salarie
Operation Supplies & Exper
Maintenanc

Total Transmission & Distribution Exper

Customer Accounts Exper
Salarie
Contractual Services - Meter Reac
Supplies & Expen:
Uncollectible Accoun

Total Customer Accounts Expel

Administrative & General Expen
Administrative & General Salari
Office Supplies & Other Exper
Outside Service Employ
Insuranc
Employee Benefits & Payroll Tax
Pension Expen
Regulatory Commission Expel
Regulatory Department of Local G¢
Miscellaneou

Total Administrative & General Exper

Total Operating & Maintenance Expe

See accompanying accountants' re

Percer Percer
of of

202F Revenu 202¢ Revenu
1,870,08; 46.7% 1,960,49! 48.5%
40,09¢ 1.0% 37,65¢ 0.9%
330,44 8.3% 327,13¢ 8.1%
46,68¢ 1.2% 88,43: 2.2%
246,84 6.2% 233,44¢ 5.8%
623,97¢ 15.6% 649,01¢ 16.1%
222,59¢ 5.6% 212,51¢ 5.3%
20,47 0.5% 21,84¢ 0.5%
60,18¢ 1.5% 81,93¢ 2.0%
4 ,89¢ 0.1% 5,04¢ 0.1%
308,15! 7.7% 321,34¢ 7.9%
41,03 1.0% 44 37¢ 1.1%
38,05¢ 1.0% 25,29: 0.6%
12,05( 0.3% 13,87¢ 0.3%
65,51 1.6% 59,02¢ 1.5%
120,17: 3.0% 106,31 2.6%
82,72 2.1% 166,31 4.1%
6,51¢ 0.2% 6,39¢ 0.2%
50C 0.0% 50C 0.0%
15,69: 0.4% 20,86( 0.5%
382,26 9.6% 442 95¢ 11.0%
3,411,46. 84.4%

3,224,57!
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DESIGNATION OF BOND "Marion County Water District, Water Syst
Revenue Bond, Taxable Series of 2009 (Build Am:
Bonds-Direct Payment to Issuer),” Numbered

AMOUNT DUE: $ 1,139,001

CHARACTER OF BOND Single, non-negotiable bond in fully registe
form, payable to the United States Departmel
Agriculture, Rural Development, as specific
provided in that certain Resolutions adopted b
Commission of Marion County Water District
October 20, 2009, and May 11, 2C

DATE: June 9, 201
DENOMINATION: $ 1,433,00i

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

Yeal Principa Year Principa
202¢ 29,00( 203¢ 44,00(
2027 30,00( 203¢ 46,00(
202¢ 31,00( 204(C 47,00(
202¢ 32,00( 2041 49,00(
203( 33,00( 204z 51,00(
2031 34,00( 204: 53,00(
203z 36,00( 204¢ 55,00(
203z 37,00( 204¢ 57,00(
203/ 38,00( 204¢ 59,00(
203t 40,00( 2047 61,00(
203¢ 41,00( 204¢ 63,00(
2037 43,00( 204¢ 65,00(
205(C 65,00(
INTEREST RATE Three and twenty-five hundredths percer

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

See accompanying accountant's ref
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MARION COUNTY WATER DISTRICT
SCHEDULE OF PRIOR YEAR AUDIT FINDINGS AND RESPONSES
DECEMBER 31, 2025

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@wbpas.com
Stephanie A. Abell, CPA Email stephanie.abellf@@&cpas.com

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 27, 2026

To the Commissioners of the
Marion County Water District

We have audited, in accordance with the auditirgdards 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 Unitedtest, the general purpose financial
statements of Marion County Water District, Lebgnd&entucky as of and for the years ended
December 31, 2025 and 2024, and the related notdket financial statements, which collectively
comprise Marion County Water District's basic fical statements and have issued our report thereon
dated March 27, 2026.

Report on Internal Control over Financial Reporting

In planning and performing our audit of the fina&tatements, we considered Marion County
Water District’s internal control over financialp@rting (internal control) as a basis for desigranglit
procedures that are appropriate in the circumsgafazehe purpose of expressing our opinions on the
financial statements, but not for the purpose @iessing an opinion on the effectiveness of theidsar
County Water District’s internal control. Accordiy, we do not express an opinion on the effectssn
of the Marion County Water District’s internal cowit

A deficiency ininternal control exists when the design or operation of a contrelkdmt allow
management or employees, in the normal courserfdrpgeng their assigned functions, to prevent, or
detect and correct misstatements on a timely bagisaterial weaknessis a deficiency, or combination
of deficiencies, in internal control such that thex a reasonable possibility that a material raiestent
of the entity’s financial statements will not bepented, or detected and corrected on a timelygbAsi
significant deficiency is a deficiency, or a combination of deficienciesnternal control that is less
severe than a material weakness, yet importantgintmumerit attention by those charged with
governance.

Our consideration of internal control was for tmeited purpose described in the first paragraph
of this section and was not designed to identifgeficiencies in internal control that might betaréal
weaknesses or, significant deficiencies. Givendliesitations, during our audit we did not identépy
deficiencies in internal control that we considebé material weaknesses. However, material weakees
or significant deficiencies may exist that were identified.
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Report on Compliance and Other Matters

As part of obtaining reasonable assurance abouth&heMarion County Water District’'s
financial statements are free from material missta&nt, we performed tests of its compliance with
certain provisions of laws, regulations, contraaty] grant agreements, noncompliance with whicldcou
have a direct and material effect on the finans@tements. However, providing an opinion on
compliance with those provisions was not an objectif our audit, and accordingly, we do not express
such an opinion. The results of our tests disdose instances of noncompliance or other matteas th
are required to be reported un@overnment 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@wbfias.com
Stephanie A. Abell, CPA Email stephanie.abell@ecpas.com

March 27, 2026

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 8252 Professional standards require that we
provide you with information about our responsti®#s under generally accepted auditing standarts (a
if applicable, Government Auditing Standards arel Wmiform 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 December 9, 2025. Professistaaldards 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 andliappropriate accounting policies. The
significant accounting policies used by Marion Ciywvater District are described in Note A to the
financial statements. No new accounting principlese adopted and the application of existing pedici
was not changed during 2025. We noted no traiesacentered into by Marion County Water District
during the year for which there is a lack of auttative guidance or consensus. All significant
transactions have been recognized in the finastaééments in the proper period.

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

Management's estimate of the useful lives of chpitaets for computation of
depreciation. We evaluated the methods, assumpamasdata used to develop the
computation of depreciation in determining thas iteasonable in relation to the
financial statements taken as a whole.

The financial statement disclosures are neutralsistent, and clear.

Difficulties Encountered in Performing the Audit

We encountered no significant difficulties in degliwith 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 cldarfial, 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 safisfaction, 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 27, 2026.

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 thady be expressed on those statements, our pfessi
standards require the consulting accountant tokchdity 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 supplement the basic finahstatements. Our procedures consisted of ireguiri
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 accompanyitten€ial statements but are not RSI. With respect
to this supplementary information, we made certaguiries of management and evaluated the form,
content, and methods of preparing the informationdétermine that the information complies with
accounting principles generally accepted in thetéthStates of America, the method of preparingag h
not changed from the prior period, and the infofamais appropriate and complete in relation to awdit
of the financial statements. We compared and meszh the supplementary information to the
underlying accounting records used to prepare itencial statements or to the financial statements
themselves.
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We were not engaged to report on the scheduldseofater district’s proportionate share of net ns
liabilities and other post-employment benefit plangpages 31 & 33 or on the schedules of contobsti
to the County Employees Retirement System or gibst-employment benefit plans on pages 32 & 34,
which accompany the financial statements but até&k@b. Such information has not been subjected to

the auditing procedures applied in the audit oflthsic financial statements, and accordingly, waato
express an opinion or provide any assurance on it.

Restriction on Use

This information is intended solely for the useled Commissioners of Marion County Water
District and management of Marion County Water iistas 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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