






































CHESTER HOOVER, CPA 
chestercpa@bellsouth.net 

May 1, 2019 

HOOVER AND MORRIS, PLLC 
CERTIFIED PUBLIC ACCOUNTANTS 

P.O. BOX 399 
LIVERMORE, KENTUCKY 42352 

Phone (270) 278-5118 Fax (270) 278-2416 

To the Board of Commissioners 
North McLean County Water District 

MELISSA HOOVER MORRIS, CPA 
melissamorriscpa@bellsouth.net 

We have audited the financial statements of North McLean County Water District for the year 
ended December 31, 2018. Professional standards require that we provide you with information 
about our responsibilities under generally accepted auditing standards and Government Auditing 
Standards, as well as certain information related to the planned scope and timing of our audit. 
We have communicated such information in our letter to you dated March 18, 2019. 
Professional standards also require that we communicate to you the following information 
related to our audit. 

Significant Audit Findings 

Qualitative Aspects of Accounting Practices 

Management is responsible for the selection and use of appropriate accounting policies. The 
significant accounting policies used by North McLean County Water District are described in 
Note 1 to the financial statements. No new accounting policies were adopted and the application 
of existing policies was not changed during 2018. We noted no transactions entered into by 
North Mclean County Water District during the year for which there is a lack of authoritative 
guidance or concensus. All significant transactions have been recognized in the financial 
statements in the proper period. 

Accounting estimates are an integral part of the financial statements prepared by management 
and are based on management's knowledge and experience about past and current events and 
assumptions about future events. Certain accounting estimates are particularly sensitive because 
of their significance to the financial statements and because of the possibility that future events 
affecting them may differ significantly from those expected. The most sensitive estimate 
affecting the financial statements was: 

Management's estimate of depreciation expense is based on estimated useful lives. We 
evaluated the key factors and assumptions used to develop depreciation in determining 
that it is reasonable in relation to the financial statements taken as a whole. 

The financial statement disclosures are neutral, consistent, and clear. 

Difficulties Encountered in Performing the Audit 

We encountered no significant difficulties in dealing with management in performing and 
completing our audit. 



Corrected and Uncorrected Misstatements 

Professional standards require us to accumulate all known and likely misstatements identified 
during the audit, other than those that are clearly trivial, and communicate them to the 
appropriate level of management. Management has corrected all such misstatements. The 
following misstatements, detected as a result of audit procedures and corrected by management, 
were material either individually or in the aggregate to the financial statements: 

• Recorded $20,765 retainage as accounts payable and construction in progress. 
• Corrected $12,000 transfer between bank accounts which was coded incorrectly. 
• Reclassified $8,204 of meters from expense accounts. 
• Adjusted accrued interest by $4,538. 
• Recorded $4,205 of accrued wages. 
• Reclassified $4, 192 of loan principal paid. 
• Adjusted Sewer Collection Payable $4,215 related to billing adjustments. 
• Recorded $4,085 of engineering costs as accounts payable and construction in progress. 

Disagreements with Management 

For purposes of this letter, a disagreement with management is a financial accounting, reporting, 
or auditing matter, whether or not resolved to our satisfaction, that could be significant to the 
financial statements or the auditor's report. We are pleased to report that no such disagreements 
arose during the course of our audit. 

Management Representations 

We have requested certain representations from management that are included m the 
management representation letter dated May 1, 2019. 

Management Consultations with Other Independent Accountants 

In some cases, management may decide to consult with other accountants about auditing and 
accounting matters, similar to obtaining a "second opinion" on certain situations. If a 
consultation involves application of an accounting principle to the North McLean County Water 
District's financial statements or a determination of the type of auditor's opinion that may be 
expressed on those statements, our professional standards require the consulting accountant to 
check with us to determine that the consultant has all the relevant facts. To our knowledge, there 
were no such consultations with other accountants. 

Other Audit Findings or Issues 

We generally discuss a variety of matters, including the application of accounting principles and 
auditing standards, with management each year prior to retention as North McLean County 
Water District's auditors. However, these discussions occurred in the normal course of our 
professional relationship and our responses were not a condition to our retention. 

Internal Control 

By definition, there is a deficiency in internal control design. With an office staff of only two 
employees, the bookkeeping, payroll, cash collections, accounts receivable, and disbursement of 



funds can not be completely segregated. This fact does not bear in any way on the integrity or 
competence of these employees. This situation does require that the commissioners regularly 
review transactions affecting the District's operation. 

Sales Tax 

Three of the invoices or receipts we selected for disbursement testing included $57 of sales tax 
paid. Since the District is exempt from paying sales tax, personnel should examine invoices and 
receipts to verify sales tax is not being paid on purchases. 

IRA Withholding 

Employees withheld $296 of individual retirement account contributions (from December 31, 
2018 paychecks) that were never remitted. These contributions should be refunded to the 
employees, if not already refunded. 

McLean County Withholding 

When the 2018 annual reconciliation was filed with the county in January 2019, a balance due of 
$336 was remitted for the year 2018. Money should not have been remitted with the annual 
reconciliation, because the District had already remitted the withholding with quarterly 
withholding returns. The overpayment resulted from reporting taxable wages on the 
reconciliation incorrectly. The District should file an amended 2018 reconciliation and request a 
refund. 

941 Forms 

The first and second quarter 941 forms were prepared incorrectly, resulting in overpayments of 
$798. Amended returns should be filed for these quarters to request the overpayments be 
refunded. Additionally, the District paid over $1,000 in IRS penalties during 2018 due to 
incorrectly filing returns or making payments. 

School Tax 

Sales reported on the April and August 2018 school tax returns exceeded sales on the Billing 
Register by approximately $18,000. Amended returns should be filed to request refunds of 
around $540 due to this over reporting of sales. 

Restriction on Use 

This information is intended solely for the information and use of the board of commissioners 
and management of North McLean County Water District and is not intended to be, and should 
not be, used by anyone other than these specified parties. 

Very truly yours, 



2018 
Water sold 706,771 
Water cost (339,762} 
Gross profit 367,009 

Operating expenses (364, 162) 
Interest expense (3,313) 
Depreciation (66,764) 
Other non-operating expense 
Interest income 6,016 
Late payment penalties/ misc. 27,020 

Net income before 
contributions & grants (34,194) 

Capital contributions & grants 233,285 

Net income (loss) 199,091 

Gross profit% 51.93% 

Current assets 557,239 
Less current liabilities 143,782 

Current working capital 413,457 

Total cash & CD's 411,959 

Gallons purchased (1,000) 127,116 
Less gallons sold/ used 109,454 
Gallons lost 17,662 
Water loss% 13.89% 

NORTH MCLEAN COUNTY WATER DISTRICT 
ANALYTICAL PROCEDURES 

2017 2016 2015 2014 
631 ,818 597,720 593,502 584,071 

(340,812} {301,542} (272,860} (271,697) 
291,006 296,178 320,642 312,374 

(332,943) (287,219) (298,905) (299, 117) 
(10, 148) (10,871) (11,550) (12,200) 
(65,081) (64,743) (63,466) (64,012) 

4,025 3,438 3,065 3,200 
25,329 19,915 19,520 18,895 

(87,812) (43,302) (30,694) (40,860) 

9,460 1,981 6, 113 4,902 

(78,352} (41,321} (24,581} (35,958} 

46.06% 49.55% 54.03% 53.48% 

506,049 574,357 553,775 537,598 
57,789 79,296 38,231 37,047 

448,260 495,061 515,544 500,551 

499,739 547,122 538, 172 518,905 

132,141 125,779 119,298 118,443 
107,445 100,795 99,936 97, 107 
24,696 24,984 19,362 21,336 
18.69% 19.86% 16.23% 18.01% 

2013 2012 2011 2010 2009 
554,037 599,587 595,071 592,923 552,774 

{260,664} {276,054} {267,386} {276,905} (237,872} 
293,373 323,533 327,685 316,018 314,902 

(272,465) (267, 187) (259,706) (244,585) (222, 132) 
(13,052) (13,344) (13,878) (14,335) (15,310) 
(63,016) (61,685) (76,791) (59,518) (53,452) 

(35,525) 
3,287 3,473 3,922 5,080 6,116 

19,749 20,839 18,969 21,565 55,556 

(32,124) 5,629 201 24,225 50,155 

205,616 4, 131 5,930 451,635 8,740 

173,492 9,760 6,131 475,860 58,895 

52.95% 53.96% 55.07% 53.30% 56.97% 

533,372 570,711 539,013 520,850 503,910 
43,195 41 ,611 35,635 35,252 26,876 

490,177 529, 100 503,378 485,598 477,034 

518,677 559,600 522,012 503,609 456,481 

113,036 119,604 117, 160 123,464 120,882 
93,450 99,225 100,544 102,637 99,393 
19,586 20,379 16,616 20,827 21,489 
17.33% 17.04% 14.18% 16.87% 17.78% 




