Warren County Water District
Notes to the Financial Statements

NOTE 8: POST EMPLOYMENT HEALTHCARE PLAN (CONTINUED)
Actuarial Assumptions

The total OPEB liability was determined by an actuarial valuation as of December 31, 2018. The
following actuarial assumptions applied to all periods in the measurement, unless otherwise

specified:
Actuarial Cost Method Alternative Measurement Method (AMM)
Measurement Date December 31, 2018
Valuation Date December 31, 2018
Reporting Date December 31, 2018
Measurement Period January 1, 2018 to December 31, 2018
Discount Rate 4.10%
General Inflation 3.00%
Salary Increases 2.50%
Health Care Cost Trend Rates 5.00%
Mortality 2014 United States Life Tables

This AMM valuation reflects the following changes in assumptions from the prior actuarial
valuation. The discount rate was changed from 3.78% to 4.10%.

This AMM valuation reflects a change in the benefit terms which expands the allowed coverage
period from three years to five years. The retirement age assumption was changed from age 63 to
age 62 in reflection of this change.

Discount Rate

The discount rate used to measure the OPEB liability was 4.10% for the plan. No assets have been
accumulated in an irrevocable trust, so the municipal rate has been applied to all periods. The
discount rate changed from the prior measurement date. The discount rate was 3.78% for the
December 31, 2016 measurement date.

Total OPEB Liability

As of
December 31, 2018

Actuarial Present Value of Future Benefits

Retired - Employees/Spouses S 235,739

Actives - Employees/Spouses 2,438,551
Total S 2,674,290
Total OPEB Liability

Retired - Employees/Spouses S 235,739

Actives - Employees/Spouses 1,223,551
Total S 1,459,290
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NOTE 8: POST EMPLOYMENT HEALTHCARE PLAN (CONTINUED)

Total OPEB Liability (Continued)

There are no assets accumulated in a trust that meets the criteria in paragraph 4 of GASB Statement
No. 75, so the Net Fiduciary Position is SO and the Net OPEB Liability would be equal to the Total

OPEB Liability.

Changes in the Total OPEB Liability

Balance, December 31, 2017

Changes for the year:
Service cost
Interest in the total OPEB liability
Changes in benefits
Difference between expected and actual experience
Changes in assumptions
Benefit payments, including employee refunds

Net changes

Balance, December 31, 2018

OPEB Expense

Service Cost

Interest on Total OPEB Liability

Effect of Plan Changes
Economic/Demographic (Gains)/Losses
Assumption Changes

OPEB Expense
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Total OPEB Liability

S 924,567

54,508
35,620

406,050

136,938
(24,914)
(73,479)

534,723

S 1,459,290

Fiscal Year Ending
December 31, 2018

$ 54,508
35,620

406,050

136,938
(24,914)

S 608,202
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Notes to the Financial Statements

NOTE 8: POST EMPLOYMENT HEALTHCARE PLAN (CONTINUED)
Expected Remaining Service Lives

Under GASB 75, gains and losses which are amortized over future years are referred to as deferred
inflows or gains, and deferred outflows or losses. Economic and demographic gains and losses and
changes in the total OPEB liability due to changes in assumptions are recognized over a closed
period equal to the average expected remaining service lives of all covered active and inactive
members, determined as of the beginning of the measurement period. The amortization period is
calculated as the weighted average of expected remaining service lives assuming zero years for all
inactive members.

However, if using AMM procedures changes of assumptions and the difference between expected
and actual experience with regard to economic and demographic factors are immediately
recognized in OPEB expense.

Sensitivity of the Total OPEB Liability to Changes in the Discount Rate
The following presents the total OPEB liability of the District, as well as what the District's total

OPEB liability would be if it were calculated using a discount rate 1-percentage-point lower (3.10%)
and 1-percentage-point higher (5.10%) than the current discount rate:

Current
1% Decrease Discount Rate 1% Increase
(3.10%) (4.10%) (5.10%)
District's total OPEB liability S 1,567,979 S 1,459,290 S 1,345,325

Sensitivity of the Total OPEB Liability to Changes in the Healthcare Cost Trend Rate

The following presents the total OPEB liability of the District, as well as what the District's total
OPEB liability would be if it were calculated using a healthcare cost trend rates 1-percentage-point
lower (4.00%) and 1-percentage-point higher (6.00%) than the current healthcare cost trend rates:

Current
Healthcare Cost
1% Decrease Trend Rate 1% Increase
(4.00%) (5.00%) (6.00%)
District's total OPEB liability S 1,274,915 S 1,459,290 S 1,679,675
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NOTE 9: OTHER EMPLOYEE BENEFITS

The District currently participates in 401(a) and 457(b) retirement plans through Transamerica
Retirement Solutions Corporation. Full-time employees meeting certain eligibility requirements can
participate in the plan to the extent allowed under Internal Revenue Service rules. The District's
contribution to the plan is limited to employees who have been employed for over one year and
consists of a 3% contribution and a 100% matching contribution of up to 4% of the employee’s base
salary.

Employees with less than twenty-five years of continuous service shall accrue annual leave at
the rate of fifteen days per year. Employees with more than twenty-five years of continuous service
accrue annual leave at the rate of twenty days per year. Unused annual leave in excess of ten days
accumulate at the end of the year and are payable upon request to employees with more than 240
accumulated annual leave days. All accumulated annual leave is payable to employeesupon
termination. At December 31, 2018, the District's accrued compensated absences for annual leave
totaled $324,005.

Employees accrue sick days at the rate of one sick day per month worked. The sick pay
accumulation is unlimited and is payable upon retirement for all sick leave in excess of 800
hours at the rate of one day's pay for each 100 hours or fraction thereof. At December 31,
2018, the District's accrued compensated absences for sick leave totaled $32,927.

NOTE 10: RISKS OF LOSS

The District’s risks of loss are addressed by the purchase of commercial insurance. These areas
include employee dishonesty bonds, property coverage, vehicle coverage and a public entity liability
policy which includes errors and omission. Coverage is reviewed for adequacy by management and
agents on an annual basis.

NOTE 11: COMMITMENTS

The District has entered into an agreement with an entity to develop the water and sewer system
for their plant with a grant received from the Kentucky Cabinet for Economic Development
(“KCED”). To meet the requirements of the KCED, the District had to place a surety with KCED for
$615,000 until July 1, 2025, which equals the cost of the grant. In turn, the Intermodal
Transportation Authority agrees to return the surety in the form of water and sewer improvement
if the entity does not meet the employment goals required by the grant agreement.
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NOTE 11: COMMITMENTS (CONTINUED)

In August 2017, WCWD’s Board of Commissioners approved the installation of an automated meter
reading (AMR) system. The project will be installed on approximately 31,500 meters over a five year
period and will collect consumption data using a radio based transmission system that will eliminate
the need to physically read meters each month. The AMR system will include acoustic leak
detection capabilities that will continuously monitor mains and service lines for water leaks. The
estimated cost of the project is $6,835,175 and will be funded by WCWD. The project started
installation in February 2019 and is projected to be completed in December 2023. Total cost
incurred as of December 31, 2018 is $1,777,056.

The Morgantown Road Area Improvements Project “Hilltop Trail Tank” will replace the Briggs Hill
standpipe with a new 200,000 gallon elevated tank at a higher elevation. The higher tank will result
in more water pressure for customers in the area. There will also be a new pump station and
communications building that will serve as an alternate site for SCADA operation in the event of an
emergency that interferes with standard operations at the main office complex. The anticipated
total cost of the project is $1,500,000. Funding has been obtained through the Kentucky
Infrastructure Authority. Total cost incurred as of December 31, 2018 is $75,251.

The Plum Springs Area Sewer Rehabilitation Project will consist of lining approximately 32,000 linear
feet of concrete and clay gravity sewer that has reached the end of its useful life. Approximately
18,000 feet of 8” sewer and 14,000 feet of large diameter sewer. The anticipated total cost of the
project is $3,056,000. Funding will consist of approximately $645,000 from a Rural Development
loan, $2,000,000 from the Kentucky Infrastructure Authority, and $411,000 of District funds. Total
cost incurred as of December 31, 2018 is $66,318.

The Memphis Junction Capacity Improvements Project will consist of installing approximately 5,500
linear feet of 16” PVC sewer force main to increase the pumping capacity of the Memphis Junction
lift station. Funding will consist of approximately $150,000 from the Kroger Corporation and
$600,000 of District funds. Total cost incurred as of December 31, 2018 is $52,594.

The Nashville Road Relocations Project will consist of relocating approximately 35,000 linear feet of
water line and a pump station to accommodate a Kentucky Transportation Cabinet road widening
project. The anticipated total cost of the project is $2,950,000. The Transportation Cabinet will
fund approximately $2,850,000 of the project cost and the District will contribute approximately
$100,000. Total cost incurred as of December 31, 2018 is $143,792.

=39 =



‘sajou uoippwiiofur Aipjuawajddns paiinbai 3as

"paJinoul se payiodal aq ||IM sieaA |BUOIIIPPY "8/ SVO Jad puaJl JeaA-ual e Juasaid 01 papuaiul st 3INPaYds SIYL 310N

6ET'LSS S TIVL8S S €€T'979 $ S8E'689 S 869°859 $ 9/8'PL9 S 96€'G8L S 990°7T8L $ 86E'SEE S  uUOANQLIUOD palinbay Ajjenidoeiuo)

010¢ T10¢ ¢10¢ €T10¢ v10¢ ST10¢ 910¢ LT0OC 810¢
6 JedA BTN [ Jeaj SPLEE) G Jea\ ¥ JeaA € B3\ 7 Jea) T Jeaj

NV1d ALIINI3S INJNITHILIY

suolinqguiuo) paJtinbay isaAojdw3 Jo ajnpayds
P1SIg 4918\ AlUNO) UsIBAN

-40 -



Warren County Water District

Notes to the Schedule of Employer Required Contributions

The table below summarized the District’s contribution rates, contractually required contribution
amounts, and factors significantly affecting contribution rates for the RS Plan.

Contribution

Contribution Amount Average Factors Significantly Affecting

Year Rate Required and Age Contribution Rate

Actual 2008 investment return was
2010 23.53 L 557,139 42  significantly lower than assumed 8.5%

expected annual return.
2011 23.53 S 587,412 42

Increase in the average age of District
2012 23.98 S 626,233 43 ..

participants.

Actual 2011 investment return was
2013 25.89 S 689,385 43 significantly lower than assumed 8.5%

expected annual return.

Increase in the average age of District
2014 26.37 S 658,698 44 ..

participants.

Decrease in th f District
5015 25 89 $ 674,879 43 ec ‘e' in the average age of Distric

participants.

Increase in the average age of District
2016 27.17 5 785,396 44  participants and lower than assumed

7.75% expected annual return.
5017 57 55 S 782,066 45 Incr(.ea.se in the average age of District

participants.

Decrease in th tributi ted
2018 1186 $ 335398 45 N te CONETIDUHON rate aue

to prepayment of unfunded balance.

NOTE: This schedule is intended to present a ten-year trend per GASB 78. Additional

years will be reported as incurred.
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Warren County Water District
Schedule of Change in the District’s Total OPEB Liability and Related Ratios

2018

Total OPEB Liability

Service cost S 54,508

Interest 35,620
Changes of benefit terms 406,050

Difference between expected and actual experience 136,938

Changes of assumptions (24,914)
Benefit payments (73,479)
Net change in total OPEB liability 534,723

Total OPEB liability - beginning 924,567

Total OPEB liability - ending S 1,459,290

Covered-employee payroll 3,326,296

District total OPEB liability as a percentage of covered-employee payroll 43.87%

NOTE: This schedule is intended to present a ten-year trend per GASB 75. Additional years will be
reported as incurred.

Notes to Schedule
Changes of Benefit Terms
In 2018 there was a change in the benefit terms which expands the allowed coverage period
from three years to five years. The retirement age assumption was changed from age 63 to age
62 in reflection of this change.

Changes of Assumptions

In 2018, the discount rate was increased from 3.78% to 4.10%.
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Warren County Water District
Schedule of Budgetary Comparison

For the Year Ended December 31, 2018

Variances
Favorable
Budgeted Amounts Actual (Unfavorable)
Original Final (GAAP Basis) Final to Actual
Revenues
Metered water revenue $ 10,912,000 $ 10,982,000 S 10,979,171 $ (2,829)
Metered sewer revenue 3,854,000 3,929,000 3,911,615 (17,385)
Forfeited discounts 161,600 236,600 241,404 4,804
Miscellaneous service revenue 264,100 291,100 291,302 202
Other water revenue 8,000 8,000 7,911 (89)
Other sewer revenue 600 600 600 -
Interest income 144,700 209,700 209,840 140
Rental income - utility property 145,200 145,200 148,207 3,007
Non-utility income - recycling 51,300 51,300 51,855 555
Non-utility income - storm water 61,800 61,800 63,208 1,408
Non-utility income - miscellaneous - - 15,852 15,852
Disposition gains / (losses) 10,000 - - -
Total revenues 15,613,300 15,915,300 15,920,965 5,665
Expenses
Salaries and wages 1,405,000 1,490,000 1,481,778 8,222
Commissioner fees 30,000 30,000 29,500 500
Fringe benefits 929,300 890,300 872,554 17,746
Purchased water 4,237,000 4,257,000 4,273,508 (16,508)
Sewage disposal 2,263,000 2,318,000 2,294,305 23,695
Purchased power 654,400 622,400 615,240 7,160
Chemicals 30,200 30,200 28,372 1,828
Materials and supplies 191,600 226,600 219,266 7,334
Contractual services - engineering - - 27 (27)
Contractual services - accounting 14,000 34,000 32,876 1,124
Contractual services - legal 10,000 15,000 10,941 4,059
Contractual services - other 599,900 694,900 690,666 4,234
Rental of building / property 60,000 60,000 57,832 2,168
Equipment expense 191,800 231,800 223,103 8,697
Insurance - general liability 76,000 76,000 75,928 72
Insurance - other 4,800 4,800 4,970 (170)
Regulatory expense 26,400 29,400 28,898 502
Bad debt expense 11,000 21,000 16,651 4,349
Miscellaneous expense 29,600 39,600 36,620 2,980
Total expenses 10,764,000 11,071,000 10,993,035 77,965
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