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Board of Commissioners
Warren County Water District
Bowling Green, Kentucky

Report on the Financial Statements

We have audited the accompanying financial statements of Warren County Water District (the
“District”), a component unit of Warren County, Kentucky, as of and for the year ended December
31, 2018, and the related notes to the financial statements, which collectively comprise the
District’s basic financial statements as listed in the table of contents.

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 audit. We
conducted our audit 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 or 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
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and the reasonableness of 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.

Opinion

In our opinion, the financial statements referred to above present fairly, in all material respects, the
financial position of Warren County Water District as of December 31, 2018, and the changes in
financial position, and its cash flows thereof for the year then ended in accordance with accounting
principles generally accepted in the United States of America.

Emphasis of Matter

As described in Note 1 to the financial statements, in 2018, the District adopted new accounting
guidance, GASB Statement No. 75, Accounting and Financial Reporting for Postemployment Benefits
Other Than Pensions (“OPEB”). Our opinion is not modified with respect to this matter.

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 4 through 11 and select pension/OPEB information
on pages 40 through 42 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 financial 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 information for consistency with management’s responses to our inquiries, the basic
financial statements, and other knowledge we obtained during our audit of the basic financial
statements. We do not express an opinion or provide any assurance on the information because the
limited procedures do not provide us with sufficient evidence to express an opinion or provide any
assurance.

Other Information

Our audit was conducted for the purpose of forming an opinion on the financial statements that
collectively comprise the District’s basic financial statements. The schedule of budgetary
comparison, statement of net position by division, and statement of revenues, expenses, and
changes in net position by division are presented for purposes of additional analysis and are not a
required part of the basic financial statements.
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The schedule of budgetary comparison, statement of net position by division, and statement of
revenues, expenses, and changes in net position by division are the responsibility of management
and was derived from and relates directly to the underlying accounting and other records used to
prepare the basic financial statements. Such information has been subjected to the auditing
procedures applied in the audit of the basic financial statements and certain additional procedures,
including comparing and reconciling such information directly to the underlying accounting and
other records used to prepare the basic financial statements or to the basic financial statements
themselves, and other additional procedures in accordance with auditing standards generally
accepted in the United States of America. In our opinion, the schedule of budgetary comparison,
statement of net position by division, and statement of revenues, expenses, and changes in net
position by division are fairly stated, in all material respects, in relation to the basic financial
statements as a whole.

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated April 16,
2019 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 solely to describe the scope of our testing of internal
control over financial reporting and compliance and the results of that testing, and not to provide
an opinion on the effectiveness of the District’s internal control over financial reporting or on
compliance. That report is an integral part of an audit performed in accordance with Government
Auditing Standards in considering the District’s internal control over financial reporting and
compliance.

Ca,w, /ﬁﬁu ‘5‘ an, Li.C.

CARR, RIGGS & INGRAM, LLC
Bowling Green, Kentucky
April 16, 2019



MANAGEMENT’S DISCUSSION AND ANALYSIS

This section of Warren County Water District’s annual financial report presents an analysis of the
District’s financial performance during the fiscal years ended December 31, 2018 and 2017. This
information is presented in conjunction with the audited basic financial statements, which follow
this section.

Financial Highlights
The following are highlights of Warren County Water District for year ending December 31, 2018:

= Qperating revenue totaled $15,432,003 for the year and increased by $606,374 or 4.1%,
compared to $14,825,629 last year. Operating expenses totaled $14,804,762 for the year
and increased by $895,848 or 6.4% compared to $13,908,914 last year.

=  Metered water revenue totaled $10,979,171 for the year and increased by $314,916 or
3.0%, compared to $10,664,255 last year reflecting an increase in customer demand.
Metered sewer revenue totaled $3,911,615 for the year and increased by $186,838 or 5.0%
compared to $3,724,777 last year reflecting residential growth and strong industrial
demand.

= |ncome before contributions totaled $783,351, a decrease of $198,713 or 20.2% compared
to $982,064 last year. The decrease in income reflects increases in wage expense during the
year to support the District’s operations and the reporting of other post-employment
expense required by the adoption of GASB 75.

= Capital contributions for the year totaled $7,013,198, an increase of $288,291 or 4.3%
compared to 56,724,907 last year.

= Net position totaled $124,794,663, an increase of $6,995,900 or 5.9% compared to
$117,798,763 last year.

= The water division added 801 customers and the sewer division added 538 customers
throughout the year. The number of customers at the end of the year for the water and
sewer divisions was 29,741 and 7,128 respectively.

= Average metered water revenue was $22.06 per residential customer and $145.39 per
commercial customer. Average metered sewer revenue was $20.43 per residential
customer and $332.69 per commercial customer.

= Total water sold to the District’s customers during the year amounted to 2.75 billion gallons
compared to 2.67 billion gallons in the prior year, an increase of 3%. The peak demand
month was September with 283.3 million gallons sold. Total sewer service billed to
customers totaled 1.19 billion gallons compared to 1.14 billion gallons in the prior year, an
increase of 4.3%.



=  The water division has a total of 1,155 miles of water main serving an average of 25
customers per mile. The sewer division has 182 miles of collection mains serving an average
of 39.2 customers per mile.

= Projects Completed: The 2017 Small Line Replacement Project consisted of the replacement
of aging water lines throughout the distribution system which was funded by District with
total project costs of $308,300. Lift Station Improvements #2 & #4 consisted of upgrading
two sewer lift stations was will be funded by the District totaling $435,600.

Overview of the Financial Statements

This annual report includes the District’'s management discussion and analysis report (MD&A), the
independent auditor’s report, and the basic financial statements of Warren County Water District.
The basic financial statements also include notes that explain in more detail some of the
information presented in the financial statements.

Financial Analysis
Budgetary Analysis
Total Revenue exceeded the budget by $5,665 and Total Expenses were less than budget by
$54,614. Net Change in Net Position totaled $6,740,600 and was below budget by $1,055,949.

Metered Water Sales exceeded budget by $2,829 and Metered Sewer Revenue exceeded budget by
$17,385 due growth in the District’s sewer service area. Forfeited Discounts which occur when
payments are received after the customers due date were below budget by $4,804. Miscellaneous
Service Revenue which includes connection fees, collection fees, and meter tampering fees and
Interest Income which includes interest earned on the operating fund, depreciation fund,
construction funds, reserve funds, and debt service funds were near budgeted amounts. All Other
Revenues which includes rental income, income from local agencies for providing billing services,
gains on the disposition of assets, and other income was more than budget by $20,733.

Operating Expenses related to providing water and sewer service and maintaining the District’s
distribution and collection facilities was below budget by $77,965. Other Expenses were over
budget by $135,154 reflecting the District’s adoption of GASB 75 (see Note 8: Post Employment
Healthcare Plan) which required an accounting entry to record other post-employment benefits
(OPEB) expense totaling $175,053. Net Income before Contributions totaled $783,351 and was
below budget by $48,949. Contribution in Aid of Construction was below budgeted projections due
the Nashville Road Highway Relocation Project which was delayed until year 2019 and requires
$2,850,000 in contributions to from the Kentucky Transportation Cabinet to complete.



Table 1
TABLE OF BUDGETARY COMPARISON

Variances
Budget Actual Favorable \
Year 2018 Year 2018 (Unfavorable)

Revenues:

Metered Water Sales S 10,982,000 S 10,979,171 S 2,829
Metered Sewer Revenue 3,929,000 3,911,615 17,385
Forfeited Discounts 236,600 241,404 (4,804)
Miscellaneous Service Revenue 291,100 291,302 (202)
Interest Income 209,700 209,840 (140)
Other Revenues 266,900 287,633 (20,733)

Total Revenue S 15,915,300 $ 15,920,965 S (5,665)
Expenses:
Operating Expenses S 11,071,000 S 10,993,035 S 77,965
Depreciation 3,644,000 3,641,220 2,780
Interest Expense 328,100 328,305 (205)
Other Expenses 39,900 175,054 (135,154)

Total Expenses 15,083,000 15,137,614 (54,614)
Net Income S 832,300 $ 783,351 S 48,949
EZEZL?,‘QE?,E in Aid of 5,908,300 7,013,198 (1,104,898)
Net Change in Net Position S 6,740,600 $ 7,796,549 S (1,055,949)

Statement of Net Position

A summary of the District’s Net Position is presented below in Table 2. The District’s assets
exceeded liabilities by $124,794,763 for the year.

Current and Non-Current Assets (excluding net utility plant) totaled $20,846,982, a 5.8% increase of
$1,151,463 from last year. The increase reflects an increase in cash reserves which will be utilized
for District funded projects in year 2019. Utility Plant is the largest portion of the District’s assets
and include land, water distribution mains, sewer mains, pump stations, lift stations, storage tanks,
vehicles, and equipment. In year 2018, utility plant totaled $122,067,056 net of depreciation
resulting in a 3.7% increase of $4,361,391 over the prior year. The increase in utility plant includes
a substantial number of residential developments placed into service during the year totaling
$3,143,801. Other utility plant additions include line extensions, meter installations, fire hydrant
installations, service line replacements, and hardware/software additions.

Current and Non-Current Liabilities (excluding long-term debt) totaled $9,337,468, reflecting an
8.4% decrease of $854,986 from last year. The decrease is the net effect of a reduction in
developer rebates payable of $2,364,439 and an increase in the OPEB obligation of $1,335,372
required by the adoption of GASB 75 reporting requirements. Long-Term Debt totaled $8,943,441,
a 6.6% decrease of $629,307 reflecting debt service payments made throughout the year. In
December, the District paid-off two Kentucky Infrastructure (KIA) loans for sewer line extensions.
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The District’s Total Net Position totaled $124,794,663 and increased by $6,995,900 comparatively
over the prior year. Total Liabilities & Net Position totaled $143,075,572 for year 2018, an increase
of $5,511,607, or 4.0%.

Table 2
CONDENSED STATEMENT OF NET POSITION
December 31, 2018

Assets: Year 2018 Year 2017 Increase (Decrease)
Current & Non-Current Assets S 20,846,982 S 19,695,519 S 1,151,463 5.8%
Utility Plant 122,067,056 117,705,365 4,361,691  3.7%
Other Assets 161,534 S 163,081 (1,547) -0.9%
Total Assets $ 143,075,572 S 137,563,965 5,511,607 4.0%
Liabilities:
Current & Non-Current Liabilities 9,337,468 10,192,454 (854,986) -8.4%
Long-Term Debt 8,943,441 9,572,748 (629,307) -6.6%
Total Liabilities 18,280,909 19,765,202 (1,484,293) -7.5%
Net Position:
Net Investment in Capital Assets $ 113,316,024 108,329,573 4,986,451 4.6%
Restricted for Depreciation Reserves 4,684,828 4,769,315 (84,487) -1.8%
Unrestricted 6,793,811 4,699,875 2,093,936 44.6%
Total Net Position $ 124,794,663 S 117,798,763 6,995,900 5.9%
Total Liabilities & Net Position $ 143,075,572 S 137,563,965 $ 5511607 4.0%




















































































