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Commissioners
Todd County Water District
Elkton, Kentucky

We have compiled the Class A & B Water District & Association Annual Report ("Annual Report") of
Todd County Water District as of and for the year ended December 31, 2014, included in the
accompanying prescribed form. We have not audited or reviewed the Annual Report included in the
accompanying prescribed form and, accordingly, do not express an opinion or provide any
assurance about whether the Annual Report is in accordance with the form prescribed by the Public
Service Commission of the Commonwealth of Kentucky.

Management is responsible for the preparation and fair presentation of the Annual Report included
in the form prescribed by the Public Service Commission of the Commonwealth of Kentucky and for
designing, implementing and maintaining internal control relevant to the preparation and fair
presentation of the Annual Report.

Our responsibility is to conduct the compilation in accordance with Statements on Standards for
Accounting and Review Services issued by the American Instifute of Certified Public Accountants.
The objective of a compilation is to assist management in presenting financial information in the
farm of financial statements without undertaking to obtain or provide any assurance that there are
no material modifications that should be made to the financial statements. The Annual Report was
compiled by us from financial statements for the same period that we previously audited, as
indicated in our report dated February 25, 2015.

The financial statements included in the accompanying prescribed form are presented in
accordance with the requirements of the Public Service Commission of the Commonwealth of
Kentucky, and are not intended to be a presentation in accordance with accounting principles
generally accepted in the United States of America.
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This report is intended solely for the information and use of the managements of Todd County
Water District and the Public Service Commission of the Commonwealth of Kentucky and is not
intended fo be and should not be used by anyone other than these specified parties.

Cars /?uf?u £ Ingram), Li.c.

Carr, Riggs & Ingram, LLC
Bowling Green, Kentucky
February 25, 2015
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Commissioners
Todd County Water District
Elkton, Kentucky

® Report on the Financial Statements

We have audited the accompanying financial statements of Todd County Water District {the “District”)
as of and for the years ended December 31, 2014 and 2013, and the reiated notes to the financial
statements, which collectively comprise the District’s basic financial statements as listed in the table of
contents.

e Management’s Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial statements in
accordance with accounting principles generally accepted in the United States of America; this includes
the design, implementation and maintenance of internal control relevant to the preparation and fair
presentation of financial statements that are free from material misstatement, whether due to fraud or
error.

® Auditors’ Responsibility

Our responsibility is to express an opinion on these financial statements based on our audits. We
conducted our audits in accordance with auditing standards generally accepted in the United States of
America and the standards applicable to financial audits contained in Government Auditing Standards,
issued by the Comptroller General of the United States. Those standards require that we plan and
perform the audit to obtain reasonable assurance about whether the financial statements are free from
material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in
the financial statements. The procedures selected depend on the auditors’ judgment, including the
assessment of the risks of material misstatement of the financial statements, whether due to fraud ar
error. In making those risk assessments, the auditor considers internal control relevant to the District’s
preparation and fair presentation of the financial statements in order to design audit procedures that
are appropriate in the circumstances, but not for the purpose of expressing an opinion on the
effectiveness of the District’s internal control. Accordingly, we express no such opinion. An audit also
includes evaluating the appropriateness of accounting policies used and the reasonableness of
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significant accounting estimates made by management, as well as evaluating the overall presentation of
the financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for
our audit opinion.

e Opinion

In our opinion, the financial statements referred to above present fairly, in all material respects, the
respective financial position of Todd County Water District, as of December 31, 2014 and 2013, and the
respective changes in financial position and, where applicable, cash flows thereof for the years then
ended in accordance with accounting principles generally accepted in the United States of America.

e Other Matters
Required Supplementary Information

Accounting principles generally accepted in the United States of America require that the
management’s discussion and analysis on pages 7 through 12 be presented to supplement the basic
financial statements. Such information, although not a part of the basic financial statements, is required
by the Governmental Accounting Standards Board, who considers it to be an essential part of financiai
reporting for placing the basic financial statements in an appropriate operational, economic or
historical context. We have applied certain limited procedures to the required supplementary
information in accordance with auditing standards generally accepted in the United States of America,
which consisted of inquiries of management about the methods of preparing the information and
comparing the infermation for consistency with management's responses to our inquiries, the basic
financial statements and other knowledge we obtained during ocur audits of the basic financial
statements. We do not express an opinicn or provide any assurance on the infermation because the
limited procedures do not provide us with sufficient evidence to express an opinion or provide any
assurance.

e Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standords, we have also issued our report dated February 25,
2015, on our consideration of the District’s internal control over financial reporting and on our tests of
its compliance with certain provisions of laws, regulations, contracts and grant agreements and other
matters. The purpose of that report is to describe the scope of our testing of internal contrel over
financial reporting and compliance and the results of that testing, and not to provide an opinion on
internal control over financial reporting or on compliance. That report is an integral part of an audit
perfermed in accordance with Gavernment Auditing Standards in considering the District’s internal
control over financial reparting and compliance.
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Carr, Rigegs & Ingram, LLC
Bowling Green, Kentucky
February 25, 2015






Todd County Water District

A Component Unit of Todd County, Kentucky
Management's Discussion and Analysis
Years Ended December 31, 2013 and 2014

The Todd County Water District’s discussion and analysis is designed to offer readers of the District’s
financial statements a narrative overview and analysis of the financizl activities of the District for the
fiscal years ended December 31, 2014 and 2013. Readers are encouraged to read the Management's
Discussion and Analysis included in the audit and the District’s financial statements.

s Financial Highlights

* The total assets and deferred outflows of resources of the District exceeded its total
liabilities and deferred inflows of resources at the close of the most recent fiscal year by
$6,266,130 compared to $6,381,780 in the 2013 fiscal year., Of this amount, $1,459,234
may be used to meet the District’s ongoing obligations to citizens and creditors, as
compared to $2,185,666 for the 2013 fiscal year. It is the District’s intent to use these
assets to operate the District. The restricted net position is earmarked for unbudgeted
repairs and maintenance cost and debt service of the District.

» The District has $5,561,000, in long-term debt, net of current portion, as compared to
$5,715,000 for the 2013 fiscal year.

P Overview of the Financial Statements

This discussion and analysis is intended to serve as an introduction to the District’s basic financial
statements, The District’s basic financial statements are comprised of two components: 1)
Financial Statements; and 2) Notes to the Financial 5Statements.

This report also contains other supplementary information in addition to the basic financial
statements themselves.

P Financial Statements

The financial statements are designed to provide readers with a broad overview of the District's
finances, in a manner simifar to a private-sector business.

The statement of net position presents information on all of the District’s assets, deferred outflows
of resources, liabilities and deferred inflows of resources, with the difference reported as net
position. Qver time, increases or decreases in net pasition may serve as a useful indicator of
whether the financial position of the District is improving or deteriorating.



The statement of revenues and expenses and changes in net position presents information showing
how the District’s net position changed during the most recent fiscal year. All changes in net
position are reported as soon as the underlying event giving rise to the change occurs, regardless of
the timing of related cash flows. Thus, revenues and expenses are reported in this statement for
some items that will only result in cash flows in future fiscal periods.

The financial statements can be found on pages 10 through 15 of this report.
P Notes to the Financia! Statements

The notes provide additional information that is essential for a full understanding of the data
provided in the financial statements. The notes ta the financial statements can be found on pages
16 through 26 of this report.

» Financial Analysis

As noted earlier, net position may serve over time as a useful indicator of a government’s financial
position. In the case of the District, assets and deferred outflows of resources exceeded liabilities
and deferred inflows of resources by 56,266,130, as compared with $6,381,780 for the 2013 fiscal

year.
Net Position as of December 31, 2014, 2013 and 2012

2012

2014 2013 {Restated)

Current assets 2,034,527 2,703,161 2,637,495

Capital and other assets 10,205,591 9,708,718 9,883,795

Total Assets 12,240,118 12,411,879 12,521,250

Ceferred amount of debt refundings 15,322 16,143 16,964

Total Deferred Outflows of Resources 15,322 16,143 16,964

Leng-term liabilities 5,561,000 5,715,000 5,861,500

Other liabilities {current) 428,310 331,242 256,279

Total Liabilities 5,989,310 6,046,242 6,117,779

Net Position

Investmant in capital assets 4,455,513 3,813,361 3,857,259
Restricted 350,583 382,753 521,348
Unrestricted 1,459,234 2,185,666 1,941,868
Total Net Pasition 6,266,130 6,381,780 6,420,475

By far the largest portion of the District’s net pasition in the amount of $4,455,913 reflects its



investment in capital assets (e.g., infrastructure, buildings, equipment, and vehicles). This is an
increase from $3,813,361 for the 2013 fiscal year. The District uses these capita! assets to provide
services to customers; conseguently, these assets are not available for future spending.

Unrestricted net position in the amount 51,459,234 may be used to meet the District’s ongoing
obligation to customers and creditors. This is a decrease from 51,967,921 from the 2013 fiscal
year. The remaining restricted net position is for replacement reserves for future years.

Deferred outflows of resources decreased fram $16,143 in 2013 to 515,322 in 2014.

At December 31, 2014, 2013 and 2012, the District is abie to report positive balances in all
categories of net position.

Changes in Net Position

2012
2014 2013 {Restated)
Revenuas
Water service revenues 2,017,008 1,834,599 1,951,355
Other revenues 39,820 113,509 76,242
Total Operating Revenues 2,056,828 1,948,108 2,027,597
Expenses
Water operations 2,006,417 1,878,426 1,870,660
Total Operating Expenses 2,006,417 1,878,426 1,870,660
Net Operating Income 50,411 69,682 156,937
Non-operating revenue (expenses), net {191,015} {198,866) {208,160}
Income Before Capital Contributions {140,604) {129,184) {51,223)
Capital contributions 24,954 90,489 340,745
Change in Net Position {115,650) {38,695} 289,522
Net Position — Beginning of Year, as previously
reported 6,381,780 6,420,475 6,000,236
Prior Period Adjustment — Record Unbilled
Water Sales - - 130,717
Net Positlon — Beginning of Year, as restated 5,381,780 6,420,475 6,130,953
Net Position —End of Year 6,266,130 6,381,780 6,420,475




» Revenues

Water sold is the Water District’s primary source of revenue. For the fiscal year of 2014 revenue
from water sold was 51,979,176, an increase from $1,834,599in the 2013 year and 51,951,355 in
2012.

Capital grants and contributions totaled $24,954 for fiscal year 2014, These funds were received
from customers for tap on fees and a grant from Rural Development. This is a decrease from the
590,489 for the fiscal year 2013 and from the $340,745 for the fiscal year of 2012.

Unrestricted investment earnings totaled $9,604 for fiscal year 2013 and decreased to 55,289 for
the 2014 fiscal year, The District earned its investment revenues by placing idle cash in Certificates
of Depasits and Reserve Funds.

Debt service and facility reserve—the water treatment plant debt is paid off now and no further
monthly payments will be collected from the City of Elkton.

Other operating revenues totaled 577,652 for the fiscal year 2014 which was a decrease from the
prior year. The 2013 total for Other Operating Revenue was $113,500.

« Expenses

Operating expenses totaled 52,006,417 for fiscal year 2014 which was an increase from the 2013
amount of $1,878,426 and also an increase from $1,870,660 for the 2012 fiscal year. These
expenses relate directly to the everyday operations of the District such as payroll, transmission and
distribution, and purchased water.

Interest expense totaled $208,470 for fiscal year 2013 and decreased to $202,984 for the 2014
fiscal year.

Change in net position for 2013 was ($38,695) as compared to 2012 which was $289,522, In the
2014 fiscal year the change in net position was (5115,650).

» Capital Assets and Debt Administration

P Capital Assets

The District’s investment in capital assets at December 31, 2014 amounts to $10,155,591 (net of
accumulated depreciation). This investment in capital assets includes infrastructure, buildings,
equipment and vehicles. This is anincrease from $9,658,718 for the 2013 fiscal year.



Additional information on the District’s capital assets can be found in Note 4 of the financial
statements.

P Long-Term Debt

Long-term debt, including current portion, totaled $5,561,000 at December 31, 2014, a decrease
from $5,715,000 for the 2013 fiscal year. Qutstanding debt atyear-end was to finance the District’s
infrastructure. The only activity for debt was the servicing requirements and borrowing for the
expansion projects.

P Operation and Maintenance Budgetary Highlights

The District’'s O & M budget was increased by 3 percent over the prior year. Variances betweenthe
revenues that were budgeted and the actual amounts coliected are not significant.

Any variances are not expected to have a significant effect on future services or liquidity of the
District.

» Economic Factors and Next Year's Budget and Rates

The District’s primary source of revenue is water sold to customers. This revenue will vary along
with the number of customers the Water District has at any given time.

The costs of water and line loss are areas the District continually monitor as they have the most
direct impact on the operations of the District.

During the current fiscal year, the Operation and Maintenance account balance decreased to
$289,274. This is a change {decrease) from the 2013 balance of $302,420.

e Requests for Information

This financial report is designed to provide a general overview of the District’s finances for all those
with an interest in the District’s finances, Questions concerning any of the information should be
addressed to Todd County Water District, PO Box 520, Elkton, KY 42220.






















































Carr, Riggs & Ingram, 1T

527 College Streat

Bowling Green, Kenfucky 42104

PO Box 104

Bowding Green, Kenlucky 42102-0104
{270) 782.0700

{270) 782-0932 {fan)

167 South Main Strest
Russelivlle, Kenlucky 42276
. (270) 726-7151
Independent Auditors’ Report on Internal Control over {270} 726-3155 (fax)
Financial Reporting and on Compliance and Other Matters
www.Cricpa.com

Based on an Audit of Financial Statements Performed in
Accordance with Government Auditing Standards

Commissioners
Todd County Water District
Elkton, Kentucky

We have audited, in accordance with the auditing standards generally accepted in the United States of
America and the standards applicable to financial audits contained in Government Auditing Standards
issued by the Comptroller General of the United States, the financial statements as of and for the year
ended December 31, 2014, and the related notes to the financial statements, which collectively comprise
Todd County Water District’s (the “District”) basic financial statements and have issued our repart thereon
dated February 25, 2015.

@ Internal Control over Financial Reporting

In planning and performing our audit of the financial statements, we considered the District’s internal
control over financial reporting (internal control) to determine the audit procedures that are appropriate in
the circumstances for the purpose of expressing our opinion on the financial statements, but not for the
purpose of expressing an opinion on the effectiveness of the District’s internal control. Accordingly, we do
not express an opinion on the effectiveness of the District’s internal control.

A deficiency in internal control exists when the design or operation of a control does not allow
management or employees, in the normal course of performing their assigned functions, to prevent, or
detect and correct, misstatements on a timely basis. A materio!l weakness is a deficiency, ora combination
of deficiencies, in internal control such that there is a reasonable possibility that a material misstatement
of the District’s financial statements will not be prevented, or detected and corrected, on a timely basis. A
significant deficiency is a deficiency, or a combination of deficiencies, in internal control that is less severe
than a material weakness, yet important enough to merit attention by those charged with governance.

Our consideration of internal control was for the limited purpose described in the first paragraph of this
section and was not designed to identify all deficiencies in internal control that might be material
weaknesses or, significant deficiencies. Given these limitations, during our audit we did not identify any
deficiencies in internal control that we consider to be material weaknesses. However, material weaknesses
may exist that have not been identified.
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e Compliance and Other Matters

As part of obtaining reasonable assurance about whether the District’s financial statements are free
from material misstatement, we performed tests of its compliance with certain provisions of laws,
regulations, contracts and grant agreements, noncompliance with which could have a direct and
material effect on the determination of financial statement amounts. However, providing an opinion on
compliance with those provisions was not an objective of our audit, and, accordingly, we do not express
such an opinion. The results of our tests disclosed no instances of noncompliance or other matters that
are required to be reported under Government Auditing Standards.

® Purpose of this Report

The purpose of this report is solely to describe the scope of our testing of internal control and
compliance and the results of that testing, and not to provide an opinion on the effectiveness of the
District’s internal control or on compliance. This report is an integral part of an audit performed in
accordance with Government Auditing Standords in considering the District’s internal control and
compliance. Accordingly, this communication is not suitable for any other purpose.
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Carr, Riggs & Ingram, LLC
Bowling Green, Kentucky
February 25, 2015
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Commissioners
Todd County Water District
Elkton, Kentucky

We are pleased to present the results of our audit of the December 31, 2014 financial statements of
the Todd County Water District {the “District”].

This report to the Commissioners and management summarizes our audit, the report issued and
various analyses and observations related to the District’s accounting and reporting. The document
also contains the communications required by our professional standards.

Our GAAP audit was designed, primarily, to express an opinion on the District’s December 31, 2014
financial statements. We considered the District’s current and emerging business needs, along with
an assesstment of risks that could materially affect the financial statements, and aligned our audit
procedures accordingly. We conducted the audit with the objectivity and independence that you
expect. We received the full support and assistance of the District’s personnel.

At Carr, Riggs & Ingram, LLC (CRI), we are continually evaluating the quality of our professionals’
work in order to deliver audit services of the highest quality that will meet or exceed your
expeciations. We encourage you to provide any feedback you believe is appropriate to ensure that
we do not overlook a single detail as it relates to the quality of our services.

This report is intended solely for the use of the Commissioners and management of the District and is
not intended to be, and should not be, used by anyone other than these specified parties.

We appreciate this opportunity to work with you. If you have any questions or comments, please
contact me at 270-782-0700 or lwhite@cricpa.com.

Very truly yours,

Ca.u., l?u’?u .t" J-u}/m,a, L. C.

Carr, Riggs & Ingram, LLC


































































