
ohn icks, III 

Att~rney at Law 
166 Main Street 

P. 0. Box 64 
Callioun, Kentucky 42327 

E-mail nddress: 
jolzicks3ln.zci@ntt.net 

Telephone: (270) 273-5749 
Facsimile: (270) 273-9855 

July 19,2012 

Hon. Jeff Derouen 
Executive Director 
Public Service Commission of Kentucky 
P.O. Box 615 
Frankfort, Kentucky 40602-0615 

PUBLIC SERVICE 
COMMISSION 

RE: Case No. 2012-00254 North Mclean County Water District 
Request for Certificate of Public Convenience and Necessity 
WX21149025 

Dear Mr. Derouen: 

Enclosed please find the original and ten (10) copies of the Application and 
exhibits of the North McLean County Water District for a Certificate of Public 
Convenience and Necessity to construct and finance a water system improvement 
project pursuant to KRS Chapter 278 and for authority to enter into a loan agreement 
with the Kentucky Infrastructure Authority. 

If you need any additional information or documentation, please let 11s know. 

Very truly yours, 

JOH/ ac 

Enclosure 

cc: Mr. Winfred Williams, North McLean County Water District 
Mr. Michael Hesse, DLZ Kentucky, Inc. 

mailto:jolzicks3ln.zci@ntt.net


COMMONWEATLH OF KENTUCKY 

BEFORE THE PUBLIC SERVICE COMMISSION 

In the matter of: 

APPLICATION OF THE NORTH MCLEAN ) 
COUNTY WATER DISTRICT FOR A CERTIFICATE) 
OF PUBLIC CONVENIENCE AND NECESSITY ) Case No. 2012-00254 
TO CONSTRUCT AND FINANCE A WATER ) 
IMPROVEMENT PROSECT PURSUANT TO ) 
KRS 278.020 AND 278.300 ) 

AMENDED APPLICATION 

The North McLean County Water District (the “District”), by counsel, pursuant to KRS 278.020, 

petitions the Commission for a certificate of public convenience and necessity to construct a 

waterworks improvement project and finance said project. The following information is filed in 

accordance with the Commission’s regulations: 

1. 

2. 

3. 

4. 

The District’s office address is P.O. Box 68, Livermore Kentucky 42352. Its principal 

officers are listed in its 201 1 Annual Report, which is on file with the Cornrnission; 

The District is a non-profit water district organized under KRS Chapter 74 and has no 

separate articles of incorporation or by-laws; 

A description of the District’s water system and its property stated at original cost by 

accounts is contained in its 20 1 1 Annual Report, which is incorporated by reference 

pursuant to 807 KAR 5:OOl Section (5)(5). All required normal financial schedules and 

other data are in the Annual Report; 

The water project (the “Project”) consists of the acquisition and installation of a two 

phased project (see Exhibit “A” attached hereto); 
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a. Phase I - 5,281 linear feet of 16 inch water main, 2,724 linear feet of 12” water 

inaiii, and 18 linear feet of 8 inch water main. This Phase I poition is already 

coinpleted and operational; 

b. Phase I1 - 2,496 liiiear feet of 16 inch water inaiii and 1,089 liiiear feet of 12 inch 

water main; 

5. The Project is in the public interest and will improve the District’s system and provide 

iiicreased pressure and reliability (see Exhibit “B” attached liereto); 

6. The total project cost is approxiinately $ 737,861, as set forth in the Filial Project Budget 

attached liereto as Exhibit “C”; 

7. No easeinelits are necessary for Phase I1 of tlie project; 

8. This service will not complete with any other utility in tlie area; 

9. Based on these facts, tlie District believes that it is in tlie public interest that this 

certificate be granted and tlie plan of financing be authorized; 

10. Copies of the certified construction bids are attached liereto as Exhibit “D”; 

11. The following information is provided in respoiise to 807 KAR 5:OOl Section (8)(3); 

a. Articles of Incorporation - None, the District is a statutorily created water district 

under KRS Chapter 74. 

12. The following information is supplied to 807 KAR 5:OOOl Section (9)(2); 

a. Facts relied upon to show the Project is in the public interest (see Exhibit “B” 

attached liereto); 

b. No new franchises are required. Copies of the required pennits are attached 

hereto as Exhibit “E”); 
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c. Diagrams of tlie proposed construction and construction specifications are 

contained in the plans and specifications on file with the Commission. 

d. T h e e  maps of suitable scale showing locatioii of the proposed facilities are 

included with this application; 

e. The construction costs will be funded froin an approxiinate contribution froin the 

Applicant in tlie amount of $37,871.10, and the proceeds of a grant HB 380 141C- 

2007 in tlie ainourit of $200,000, and tlie proceeds of a grant HB608 303N-2008 

iii the ainount of $250,000, and the proceeds of a loan froin the Kentucky 

Infrastructure Authority Revolving Fund (Fund B) in the amount of $250,000 

with an iininediate loan forgiveness of 80% ($200,000). Tlie actual loan amount 

will be $50,000 to be paid back over 20 years at 2.00% interest rate to the 

Kentucky Infrastructure Authority. (See Infrastructure Revolving Loan Fund 

(Fund B) L,oaii Application, Exhibit “F” attached hereto); 

The estimated cost of operation of tlie system after Project coinpletion is attached 

hereto as Exhibit “G” 

f. 

13. Tlie following infoilnation is provided as required by 807 KAR 5:OOl Sectioii (II)(l); 

a. A general description of tlie property is coiitaiiied iii the 201 1 Annual Report; 

b. Detailed Fiiiaiicial Information relating to Kentucky Iiifrastructure Authority 

Revolving Fund (Fund B) loan will be provided by the Kentucky Infrastructure 

Authority upon finalization of the loan. 

c. All funds are to be used in accordaiice with the Final Project Budget, see Exhibit 

“C”; 

4 



d. No real property is being acquired iii connection with tlie Project. 

e. No proceeds of tlie KIA Infrastructure Fund (Fund B) L,oan will be used to refund 

outstanding obligations. 

f. The KIA Iiifrastructure Fund (Fund B) Loan will be secured by and paid out of 

tlie revenues of tlie District’s system. 

14. Tlie following exhibits are provided pursuant to 807 IWR 5:OOl section (1 1)(2); 

a. Tlie District hereby requests and moves for a deviation, pursuant to 807 KAR 

5:001, Section 14, form the requirements of 807 KAR 5:001, Section 6, which 

requires that the fiiiaiicial data filed with the application be for a twelve (12) 

month period ending within ninety (90) days of tlie filing of the application. The 

District states that there has been no change that is inaterial in nature in tlie 

financial data filed lierewith as Exhibit “I” is for tlie twelve month period ending 

December 3 1, 201 1. This is the most recent published financial data available. 

Because tlie Project’s loan is contingent upon approval of September 3, 2012, tlie 

District cannot run tlie risk of delaying tlie coininenceineiit of the Project and 

losiiig the favorable loan agreement while inore current financial data is compiled. 

b. There are no Trust Deeds or Mortgages applicable. 

c. Maps and detailed plaiis are on file with the Commission. Detailed estimate of 

property acquired by USOA number is account #33 1 (Transmission and 

Distribution Mains) 

5 



15. The District requests that it be granted a deviation under 807 KAR 5:OOl (14), if 

necessary to accommodate any situation where inflexible compliance with a regulation 

would be impracticable, onerous or which would hinder the District’s daily operations. 
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Wherefore, the applicant, North McLean County Water District, requests that the Public Service 

Commission of Kentucky, grant the Applicant the following: 

A. A certificate of public convenience and necessity permitting the Applicant to acquire and 

install a water system improvement prqjectj 

B. An order approving the issuance of securities in the form of a loan from the Kentucky 

Infrastructure Authority in the approximate amount of $250,000 with 80% principal 

forgiveness. 

C. Applicant motion for a deviation from the 90 day requirement for financial information 

as required by 807 KAR. 5:OOOI Section (1 1)(2)(a). 

North McL,ean County Water District 

, 

BY 

jaftorney at L,aw 
166 Main Street 
P.O. Box 64 
Calhoun, Kentucky 42327 
270.273.5749 
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COMMONWEALTH OF KENTTJCKY ) 

COUNTY OF MCLEAN 1 
1 SS 

The undersigned, Winfred Williams, being duly sworn, deposes and states that he is the 

Chairman of the North McLean County Water District, Applicant, in the above proceedings; that 

he has read the foregoing Application and has noted the contents tliereof; that the same is true of 

his own knowledge, except as to matters which are therein stated on information or belief, and as 

to those matters, he believes same to be true. 

IN TESTIMONY WHEREOF, witness the signature of the undersigned on this July i 9 , 

20 12. 

North McLean County Water District 

Subscribed and sworn to before me by Winfred Williams, Chairman of North McLean County 

Water District on this July 19 ,2012. 

My Commission expires on 83-13-  2Ol.c 

- 

G & y  Public, State at Large 
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Exhibits 

A 

B 

C 

D 

E. 

F. 

G. 

Map of Project Area 

Facts Relied IJpon to Show the Project is in Public Interest 

Final Project Budget 

Certified Construction Bids 

Kentucky Division of Water Pennit for Consti-uction 

Infrastructure Revolving L,oan Fund (Fund B) L,oan Application 
a. KIA L,oan Application 
b. Resolution No. 3.15.1 1-5 of the McL,ean County Fiscal Court 
c. Resolution of the North McL,ean County Water District 

Estimated Cost of Operation of the System after Project Completion 
a. North McL,ean County Water District Audit Report for Years Ended December 

31,201 1 and 2010. 
b. Kentucky Infrastructure Authority Repayment Schedule (Preliminary) 
c. Debt Service Coverage 
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Exhibit A 

Map of Project Area 
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Exhibit B 

Facts Relied Upon to Show the roject is in Public Interest 
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Public Wealth and Convenience 
Illcreased System Reliability 

1. The new water main will increase flow volume and pressure available to  fully operate 
the existing KY 250 Pump Station. The customers will benefit with increased reliability 
of service with the new water main. 

2. The existing KY 250 Pump Station has a design capacity of 1,200 gallons per minute. The 
existing 8” water main in the project area can only deliver an estimated 558 gallons per 
minute while maintaining sufficient pressure under peak load conditions. This existing 
situation results in decreased reliability of the system during periods of high demand. 

3. The proposed 16” and 12” water main is estimated to  deliver 1,200 gallons per minute 
to  the Kentucky 250 Pump Station while maintaining an estimated 70 psi. The new 
water main will increase system reliability for i t s  ciistomers during periods of high 
demand. 
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xhibit C 

Final Project Budget 
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Exhibit 

Certified Construction Bids 
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Exhibit E 

ivision of Water Permit for Construction 



. 

W. Michael LaThm 
North McLean Co Water Disfrict 
217 I-Fill Street P.0. Box 68 
Livemore,KY42352 

RE: North Mckan Co Water District 
AI 3c 33864, APE201 10001 
PWSrcI itf. 0300320-1 1-001 
Ky 136KY 250 WEikFbe rl[ 
Daviess County, KY 

We have reviewed the pIms and specifidom for tbe above refmeaced project. "be 
pfans include the C Q T E ~ X ~ I D  n of approximately 1092 LF of 12-h~h PVC and 2661 LF of 
16-hch PVC. Tbis i s  to advise that plans and specifications for the above refaera& project 
are APPROVED with respect to sanifmy features of design, as of this date with the 
mqujrernents contained in the attached w m d o n  permit. 

-) 

'3 
zf you have any questions concerning ebis project, please contact Mr. Mortaz~ 

Tabayeh at 502-564-8158 ~4826. 

GG: MT 

Endosures 
C: Michael Besse, PE 

Davkss County Health Department 
Public service Commission 

4 L  
,..- . . .  

Cheg Goode, PE 
Acting Supervisor, Engiin&g Section 
Water W m c t u r e  Branch 
Division of W&r 
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Exhibit F 

Infrastructure Revolving Loan Fund (Fund B) Loan Application 

a. KIA L,oaii Application 
b. Resolution No. 3.15.1 1-5 of the McL,ean County Fiscal Court 
c. Resolution of tlie North McL,eaii Couiity Water District 



October 25,2010 

RZ: WX21149025 North McLean Co. Water District Lie Extensions and Rqlacments 

Dear Ms. White, 

Thdc you for the oppmfmity fa submit an. application. for fhe Fund B - lnfEastructuxe Revolving 
Fund. Please find enclosed is the application and supplmental attachments. If you have any 
questions, prease contact me. 

Michael Hesse 
Project Manager 

201 Brighton Park Boulevard * Fwlnkfoft, Kentucky 40801 Telephone (332) 695-2300 Fax (502) 695-1497 



1. PROJECT TITLE North M c L m  County Water District Line 
Extensions a d  Rmlacmmts 

PROJECT EB -1 149025 
c;vx or SX #) 

Applicant Name: McLean Corn& Fiscal Court 

S.treetR.0. Box: 21 0 Main Skeet, P . 0  Box 127 

Tdqhwe: Q7m273-3213 

Email: Xbwhit&a@atk.net 

3. APPLICATION CONTACT PERSON 
(C~nsuztaalt, k e a  Development District, etc.) 

Title: Project Manamr 

StlY33fP.O. Box: 201 BTi&ton Park Blvd 

City, State & Zip Code: 

TTelqhone: (502) 695-2300 

Email: mhesse@dIz.com 

mailto:Xbwhit&a@atk.net
mailto:mhesse@dIz.com


4, ENG 

Name: 

streetP.0, Box: 

City, State, Zip Code: 

Telephone: 

Contact Person: 

Email: 

Michael Hesse, PE 

201 Brigbton Park, Blvd 

Frankfort, Kentuckv 40601 

(5021 695-2340 

Michael Hesse, PE 

mhesseWk.com 

5. BRIEF DESCmTQN OF PROJlECT (Attach project maps) 
(&is description will be reviewed against the existing project prase for the 
project and should be consistent with the descrkptian Oherein) 

THIS PROJFlCT PROPOSES TO CUNSmWCT A WATER LINE EXTENDING 
F R O M T 4 H E C A L H O ~ T ~ A N X ) T ~ M O A  1OINCHLlNl3ONKY 250. 
A MASTER METER WILL BE RcTCLuDm. ON THE WHOLE, TED?, PROJECT 
W L  ENSURE BETTER SERVICE TO ALL CUSTOIMERS OF THE NORTH 
MCLEAN COlJNl" WATIERDTSTRTGT. 

6. FINANCING PACKAGE PROPOSED 

To the best of my knowledge and belief, the idomation contained in. fais 
application i s  true and correct. 

2of 11 
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. GENE N 

-c XYeS NO 
If yeq desmie. 

The Water District has cut aoultrv f m s  off  from the water supply tu provide an 
ademate and safe water supply to other customers. 

2. Is the applicable hi%&ructure system under sanction h r n  any e d o r m m t  agemy? 

Yes ZN'O NfA 
If yes, descaie (indude dedinw, h e s  imposed and whetha &e project will. satisfy 
sanction order.) 

3. Axe easements or imd acquisition needed for the project? 

- XYeS , No Number o € P ~ ~ ~ s  4 
ExpIah status of each. parcel, 

1, 
2. 
3. 
4. 

McLean County Board of Education - Negotiating with Property Owner 
Ralph B. & Carol A. Wayden - Negotiating with Property Owner 
Ray & elfla Hayden - Negotiating with Property Owner 
Gerald A. Wayden - Negotiating with Property Owner 

4. pf applicant has obtained fhe necessary land, indicate i€bp 

Leasehold interest Fee simple title cmer (Specify) 

5. Save plans and spedications been reviewed and approved by the Division of Water? 

Yes NO 
Ifno, explain status, 



6. 

~~ 

Does the Public Service ~ d s s i o n  have jurisdiction over fhis project? 

Yes YNcl 
If yes, describe their role and estimated schedule of review. 

1. Number of existing customers, ifany: 

2. 

Residential 

Bushais 
W U *  

Total 

System capacity: 
Type of system 

1,265 
27 
A 

1,307 

Distribution 

N/A 

N m b a  of customers added as a 
rem& of the project, if any 



4, Operator Certification: 

Number of ctxtSed operators required for system , f 
Level of certification required 
Niunba of operators anployed by system 

Are all operators properly certified Yes N O  

Class a 
I 

I, Are revenues and expenses for this system accounted for separately from other 
utility services? 

- XYeS No 
If no, e x p k  

2. Tdentifjr all revenues, otha than service fees, which axe dedicated to &e system. 

A. 2009 water sales $ 590,907.84 
B. I.XOO%-OXI Fees - "  $ 8.079.47 
c. Interest $ 1.623.26 

3. Is there outstanding debt on the system? Yes NO 

A. Source USDA 

B. Principal outstanaing $188.000 

C. Annual debt requirement 2010 -interest $7.368 
2011 - interest $14.107. ~rersliuM $6,000 _L 

a. Date of final payment 2025 

Attach a copy of debt service schedule@), 
Has a rate study been prepared in ariticipatcicm of B rate increase? 4. 



If yes, attach a copy. 

5. Are water or sewer services provided by other c a m d ~ e s  or districts to this 
system? 

Attach copy of service agrments and briefly desnibe team. 

6. Does this system provide sexvices to other m e t i e s  or districts? 

7. Rate structue (attach mpy a€ current and any proposed rate ordinance). 

A, Current 4,000 gallon rat6 $ 30.23 
€3. Proposed 4,000 gallon rate $ PSCAuditing 

C. Average usagehill $-36.5 I 
D. Date lmt rate inmeaseJmount of change ?/I 1/16 $0.36 

”- 

E. Method of collection. of service fees h4a.d and Wand Delivered 
F. Percmtage rate o€ colledm > 95% 

G. Do any users provide more than 5% of the service revenue for the system? 



8. 

9. Operation and Mainknanm. 

A. Amud operation and maintenmee costs for 2008 $ 3,267.04 

201 0 $ 3.418.41 

- Ye2u - Cost 

last 3 years. 2009 $ 4,674.49 

€3. Eslizoated total cost after project completioa 201 1 $ 4.850.00 

-$24.504).00 _I- 

D. Are operation and maintenance payments required by prior bond or 
ordhmce? 

ZYes no 
If yes, are you in compliance? X Y e s  
Ifno, explain. 

No 

E. Are operation and maintenance Erlnctions assigned to another party? 



10. 

11. 

12. 

F. Provide a copy of the current operating budget o € t b  system affected by this 
proposed funding, 

Tap fee mounts. 
A. Residentid $ 660.50 for %*’ x 5/iY rrteters 

B, C o m m d a l  $ 828.54 for 1” meters 
c. ofher $ 1.966.93 for 1 ?4 ‘‘ meters 

D, HQWGOlkdXd $ 2.091.32 €or 2” meters 
All same rates and collected befbre setting meter 

Outfine the applicant’s plm for producing revenues snfkicient: to cover debt 
service and operatiom. 

Bond Premium and Interest h d .  ?%vICW-sets aside enough montblv to make 

pavments. 

List any security available to sqpmt the proposed debt, if applicEsble. This may 
include liens on mortgages or pm&?ctr=d reverrum. 

Smcial Accounts set aside. - 

2. Anticipated number o f  contracts. Please list contracts below: 

C o n h d  m m ~ w e r i D ~ o n  Estimated Amount 



1. DLZ Planning & En*e&g 

Construction Achnin.isbration 
Project Ahstrat ion 

2. Ernie D a .  - Construction ofphase I 

3. Contractor - construction of Phase 2 

3. Anticipated bid advertising date(s). 

4. Anticipated bid opening date@). 

5. Anticipated constru~tion start date@). 

6. Anticipated wmhtGtion mmpletion date(s). 

7. Will force accoutlt labor be used? 

Yes XNCI 
Eyes, list activities. 

$ 512,520.00 
$ 57,336.00 
$ 3,500.00 
$355,698.40 
$ 180,000.00 

March 2010 

March 2010 

May 2010 

September 2010 

8. List any wmfmction or bid reqahmts related to other h d h g  sources, which 
could &e& timely implementation. 

VI. W A G E m N T  CAPACITY 

These questkms relate to comp~anee with statutory mmd3tes placed OD; each type of 
applicant. Answer each question as appprkte. 

'E. Audit Rq~mc=nt 

A. Is appficant required to have annual audit perfamed7 

x Yes NO 
K o ,  explain. 

B. Date of last audit completed: 2009 



B, Have my public meethgs been field on &he proposed project or service fee 
hcreases in &e last sh months? 

Yes XNO 
If yes, provide minutes. 

List all federal and state: h d i n g  (grant and Zoan) awarded to the jurisdictian 
durifig the last five (5) years for in f i a s tm~re  or emmdc development projects. 

I mAR I PROSECT I SOURCE 



North McLean Water Bil l ing Rates 

Water Consumption Current Rate - N r c h  21, 2018 
First 2,880 Gals $14.88 Minimum B i l l  
Next 8,000 Gals $ 5.39 Per 1800 Gals 
Next 38,BBB Gals $ 4.88 Per 1888 Gals 
Over 40, a00 Gals !$ 4.40 Per 1800 Gals 



City of Livermore, Kentucky Water Rates 

**:New water rate is effective as of October 27,2010 
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$250,000.00 which is eoupi[ed with an htnediate 88% principal forgiveness; and 

cm be the recipient of the loan without haviag to channel paperwork &rough the McLean 

county Fiscal corn 

NOW, T€EEEFOW be it resolved by the McLean County Fiscal Court: that: the 

Kentu~ky In&&c~e A~th~ri.ty is hereby requested to pennit North M c L m  County 

W&er District to be the recipient for the Kernftlcky M-c.tufe Authltadty, for the 

$250,000.00 loan. 

Upon acceptance of this responsibility by the Noah M c L m  Camty Water 

District, &e McLm County Fiscal Court shdI have DQ fhm&.l respomibiEty 

concerning this lam 

Adopted this 15th day of March, 20 1 1. 

Ayes - 5  

Nays - 0  



RESOLUTJQN 
OF THE 

QRTH MCLEAN COUNN ER DISTRICT 

WWERBS, the Kentucky Infrasfntcture Authority has awarded the 

McLean County Fiscal Court and North McLean County Water District a loan in 

$he amount of $250,000.00 which is coupled with an immediate 80% principal 

forgiveness; and 

WHEREAS, the KIA has agreed that the Plarfh McLean County Water 

Dis€rid can be the recipient of the loan without hawing to channel paperwork 

through the McLean County Fiscal Court. 

NOW, THEREFORE, be it resolved by the North McLean County Water 

District that the Kentucky Infrastructure Author@ is hereby requested to permit: 

North McLe'an County Water Distrld fo be the recipient fur €he Kentucky 

1nfrastrucfm-e Authority, for fhe $250,000.00 ban. 

Upon acceptance of this responsibility by the North McLean County Water 

Pistricf; the 'Mctean County Fiscat Court shall have no  Financial responsibility 

concerning this loan. 

.NOW, TgEREFORE, be it resolved by the North Melean County Water 

District that it accept responsibility as the recipient for the Kentucky Infrastructure 

Authority for the $250,000.00 loan, and 
- 



- 
NOW, THEREFORE, be it further resolved by the North McLean County 

Water-District that the McLean County Fiscat Court shall have no financial 

responsibiiity in connection with said loan. 

Adopted this 2Ist day of March, 201 1. 

Nays - 0 

Chairman 

ATTEST: ' 

GARROL 13: TRDUTWN, 
Secreta ry-Treasu rer 



Estimated Cost of Operation of the System after Project Completion 

a. North McL,ean County Water District Audit Report for Years Ended December 3 1, 201 1 and 201 0. 
b. Kentucky Infrastructure Authority Repayment Schedule (Preliminary) 
c. Debt Service Coverage 
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NORTH MCLEAM COUNN WATER DISTRICT 

AUDIT REPORT 

FOR THE YffARS ENDED 
DECEMBER 31,201 1 AND 201 0 

/ 

HOOVER AND MORRIS, PLtC 
CERTIFIED PUBLIC ACCOUNTAWS 

P.0. BOX 399 

UVERMORE, KENTUCKY 42352 
(2170) 278-51 28 



Independent Auditor& Repart 

Basic Financial Statements 

TABLE OF CONTENTS 

Statements of Net Assets 

Statements of Revenues, Expenses, and Changes in Net Assets 

Statements of Cash Fhws 

Notes to Financial Statements 

Other Report: 

Report an Internal Control Over Financial Reporting and on Compliance and 
Other Matters Based on an Audit of Financial Statements Performed in 
Accordance with Government Auditing Standads 

3-2 

3 

4 

5 

6-12 

13-14 



CERnFlED PLJBLlC ACCOU?WWTS 
P.O. BOX 389 

LNERMORE, KENTUCKY 42352 
PhMB (275) 278-5lfE FW(270) 278-2416 MELISSA HOOVER MORRIS. CPA 

melissamorriscpa~213ellsouth. net 

Board of Commissioners 
No& McLean County Water District 
M c k a  County, Kentucky 

c 

We have audited the statements of net assets of North M c h m  County Water District as 
of December 3 1,20 1 1 and 201 4 and &e related statements of revenue and expenses and changes 
in net assets, and cash flows for the yeas then ended. These financial statements are the 
responsibility of North McLean CowQ Water District% management. Our responsibility is to 
express m opinion. on these financial statements based on our audits. 

We conducted our audits in accordance with audi.t;ing standards generally accepted in the 
United States of America and the standards applicable to financial audits contained in 
cXw?rnmenr riua"mng srundura, fssut;t2 by &e Cunrplroller Gc=rit;ral uf ihc; UldW S&~GS. Tlr~st 
stan&& require that we plan and perform the audit to obtain reasonable assuramx about 
whether the financial statements ape gee of matepid misstatement An audit incIudes ex-g, 
on a test basis, evidence supporting the amounts and disclosmes in the linamcial statements. An 
audit also includes assessing the accounting principles wed arid significant estimates made by 
management, as well as evaluating the overall hrnc&I statemeat presentation. We believe that 
ow audits provide a reasonable basis for OUT opinion. 

In our opinion, the hmciaI. statements referred to above present fairly, In ail materid 
respects, the financial position of North Mckm Coutzty Water District as of December 3 1,201 1 
and 2010, and the changes in hancid P O S ~ ~ ~ Q A  md cash ffaws far &e years then ended in 
confiomity with accounthg principles genl=rally accepted in the United States o f  America. 

The district bas not presented the mqement ' s  discussioa and analysis that the 
GovemmentaZ Accounting Standarcfs Board (GASB) has determined i s  necessary to supplement, 
dthough not required to be part of> the basic hancial statements. 

In accordance with Government Audithzg St&ar&, we have also issued OUT report dated 
May 2, 2012, on our consideration of Nor& Mckm County Water District's internal control 
over financial reporhg and on ow tests o f  ttS compliance with cerbjn provisions o f  laws, 
regulations, contracts and grant agreements and other matters. The purpose of that report is to 
describe the scope of ow: testing of internal control over fhmcial reporting and compliance and 
the results of that testing, and not to provide an opinion on internal control over financial 
reporting or OR compliance. That report is an. integrd part of an audit pefformed in accordance 



with Government Atidiring Standarh and should be considered in assessing the results of our 
audit. 

May 2,2012 
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NORTH MCLEAN COUhm WATER DISTRICT 
STATEMENTS OF NET ASSETS 

December 31,201 ? and 2010 

201 1 2010 ASSETS 

CURRENT ASSETS 
Cash in bank 
Customer deposit checking 
Certificates of deposit 
Accounts receivable 
Que from other governments 
Inventory 
Interest receivable 
Prepaid insurance 

TOTAL CURRENT ASSFTS 

NONCURRENT ASSETS 

Sinking fund reserve 
Replacement and extension fund 

Capitat Assets: 
Utility plant 
Accumulated depredation 

Restricted Assets: 

TOTAL NONCURRENT ASSETS 

$ 255,555 
39,257 

?65,112 
60,878 

355 
21,342 

209 

31,246 
32,842 

3,088$l8 
(91 8,616) 
2,233,880 - 

$ 241,420 
36,638 
'163,061 
53,373 
407 

20,287 
660 

5.004 
520,850 

31,282 
31.208 

3,064801 
(868,869) 

2,258,42 2 

TOTAL ASSETS 2,379,776 2,779,272 

LIABILITIES AHD NET ASSETS 

CURRENT LIABlLITEES 
A c ~ w n t s  payable 
Taxes payable 
Employee IRA withholding 
Accrued iffkerest on customer dspcrsifs 
Customer deposits 
Bonds payable 

TOTAL CURRENT tlAE41LITIES 

NONCURRENT LlABf LITES 
7 518% Revenue Bond, Series 7985 
Customer deposits 
TOTAL NONCURRENT LIABlttTf ES 

TOTAL CIABtLITIES 

NET ASSETS 
Invested in capital assets, net of related debt 
Restricted for debt requirements 
Unrestricted 

TOTAL NET ASSETS 

i 9,903 
5,677 

55 

3,000 
7,000 
35,635 

168,000 
28,395 
196,395 

232,030 

1,994,792 
56,000 

496.954 

$ 2,%?,?46 

20,035 
5,766 
390 
162 

2,500 
7,000 
35,252 

175,000 
29.140 

204,744l 

239,392 

2,013,932 
56,000 

469.948 * 

$ 2,539,880 

The notes to the financial statemenls are an integral part of these statements. 
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NORTH MGLEAN COUNTY WATER DISTRRICT 
STATEMENTS OF REVENUES, EMSENSES, AND CHANGES IN NET ASSETS 

December 31,201'1 and 2010 

OPERATING REVENUES 
Water saies 
Penalties and miscellaneous 

TOTAL OPERATING REVENUES 

OPERATING EXPENSES 
Saiaries and wages 
Depreciation 
Purchased water 
Purchased power 
Materials and supplies 
Contractual services 
Rents 
Transportation expenses 
Insurance 
Employee benefits 
Miscellaneous 
Interest on customer deposits 
Advertising 
Taxes 

TOTAL OPERATING EXPENSES 

OPERATING fNCQME (LOSS) 

NON-OPERATING REVENUES (EXPENSES) 
interest income 
Interest expense 

TOTAL NON-OPERATING REVENUES {EXPENSES) 

CHANGE 1M NET ASSETS BEFORE CONTRIBUTIONS 

CAPITAL CONTRt BUTf0NS 

CHANGE IN NET ASSETS 

NET ASSETS- BEGlNNiNG 

NET ASSETS- ENDING 

201 1 

$ 596,806 
18,969 

615,775 

142,656 
76,791: 
267,386 
4,084 
32,890 
33,552 
2,040 

'1 8,629 
9,407 
2,446 
.I ,280 

9 
89 

12,624 

603,883 

1: ,892 

3,922 
(13,878) 

(9,956) 

? ,936 

5,930 

7,866 

2,539,880 

$ 2,547,746 

2010 

$ 592,923 
21,565 

614,488 

134,383 
59,518 

276,905 
4,248 

37,42& 
32,395 
2,&30 
14,W4 
9,480 
1,986 
1,617 

1 67 
400 

19,807 

581,008 

33,480 

5,080 
(14,335) 

(9,255) 

24,225 

452,635 

475,860 

2,0M,020 

$ 2,539,880 

The nates fa the ftnanciat statements are an integral part of these statements. 
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STATEMENTS OF CASH FLOWS 
For the Years Ended December 31,201 7 and 2Q10 

Cash F~QWS from Operating Activities 
Receipts from customers 
0 ther receipts 
Payments to suppliers 
Payments to employees 
N e t  cash provided (used) by operating activities 

Net cash provided(used) by noncapital financing actiwiies 

- Cash Flows from Noncapital Financing Activities 

201 1 

$ 603,405 
4,672 

(385,792) 
(142,656) 
79.629 

I- 

Cash Flows from Capital & Related Financing Activities 
Purchase of capital assets (50,651) 

Intwest paid (13,878) 
Capital contributions from customers 5,93Q 

Principal paid on bonds (7,000) 

Net  cash provided (used) by capital & related financing activities (65,599) 

- Cash Flows from Investing Activities 
Decrease(increas8) in certificates of deposit 
fntwest on investments 
Net cash provided (used) by investing ac8vMes 

(2,487) 
4,373 
1,886 

Net increase (decrease) in msh 8( cash aquivalents 

Balances- Beginning of year 
1591 6 

31 (4,605 

Batances- End of year 

Recanciliation of operating lncome (Loss) to N e t  Cash Provided 
(Used) By Operating Activities: 

Operating income floss) 
Adjustments to reconcile operating income (loss) to net cash 
provided (used) by operating activities: 

Depreciation expense 
(Increase) decrease in: 

Accounts receivabf e 
Inventories 
Prepaid insurance 

Increase (decrease) in: 
Accounts payable 
Taxes payable 
Employee IRA wlWhoiding 
Accrued interest on customer deposits 
Customer deposits 

N e t  cash provided (used) by operating activities 

Non-Cash Capitaf and Financing Activities 
Capital assets contributed by other governments 

$ 326,521 

$ 11.892 

76,791 

Total Non-Cash Capital and Financing Activities $ 2  

2030 

!§ 602,357 
1,241 

(377,520) 

97 595 
(q34,383) 
-I 

f43,33 3) 
K4QW 

(A4,335) 
2,642 

(6f ,026) 

(25,571) 
4,588 

(22,983) 

13,536 
297,Of 9 -- 

ti 320,605 

$ 33,480 

59,518 

3,794 
3,203 

390 
(11) 
(559 

$ 97,505 

$ 448,993 

$ 448,993 

The notes to the financial statements are an integral part of these staternentrs. 
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NORTH MCLEAM COUNTY WATER DlSTRlCT 
NOTES TO FINANCIAL STATEMENTS 

For the Years Ended December 31,201 I and 201 0 

I. SUMMARY OF Sl6NlFICANT ACCOUNTING POLICIES 

North McLean County Water District is a Kentucky water district that was organized in 1971. Mctlean County Fiscal 
Court appoints the Board of Commissioners that manages the water district. Accounting policies of the water district 
conform to generally accepted accounting pirnciples (GAAP) as applied to government units. The Governmental 
Accounting Standards Board (GASB) is the accepted standard-=fitting body for establishing governmental accounting 
and financial reporting principles. The district applies all relevant Governmental Accounting Standards Board (GASB) 
pronouncements. The district's only fund is a proprietary fund which applies Financial Accounting Standards Board 
(FAS8) Statements and lntepretations and Pronouncements issued on or before November 30, 1985, Accounting 
Principles Board (APB} Opinions, 2nd Accounting Research BulIefins, unless those pronouncements conflict with or 
contradict GAS8 pronouncements, in which case, GASB prevails. 

- 

REPORTING ENTITY 

In evaluating how to define the District for financial reporting purposes, rnanangernent has considered all potential 
component units. The decision to include a potential component unit in the reporting entity was made by applying the 
criteria set forth in GAAP. The basic- but not the only- criterion For including a potential component unit within the 
reporting entity is the governing body's ability to exercise oversight responsibility. The most significant manifestation of 
this ability is financial interdependency. Other rnanifestawons of the ability to exercise oversight responsibifties include, 
but are not limited to the selection of governing authority, the designation of management, the ability to significantly 
influence operations and accountability for fiscal matters. The other criterion used to evaluate potential component 
units for inclusion or exclusion from the rsporb'ng entity is the existence of special financing relatranships, regardless of 
whether the District 'Is able to exercise oversight rEtsponsibifities. Basad upon the application of these criteria, there 
are no component units required to be reported by the District. 

PROPRIETARY FUND ACCOUNTING 

The activities of the Water Bistncf are similar to those found in the private sector. Proprietary fund financial statements 
are reported using ths ecanornic resources measurement focus and the accrual basis af accounEing. Reveoues are 
recorded when earned and expenses are recorded at the ffme liabilities are Incurred, regardless of when the related 
cash flows take place. Revenue from grants, entbrnents, and donations is recognized in the fiscal year in which all 
eligibility requirements have been satisfied. 

Proprietary funds distinguish operating revenues and expenses from non-operating revenues and expenses. 
Operating revenues and expenses generally result from providing sewices in connection with a proprietary fund's 
principal ongoing operations. All revenues and expenses not meeting this definition are reported as non-operating 
revenues and expenses. 

INVENTORY 

Inventory is stated at cost determined on a '"fit-in, first-out basis." Inventory consists mainly of supplies to be used for 
future repair and maintenance. 

UTILITY PLANT iM SERVICE 

Utility plant in service is stated at cost. Depreciation has been provided using the straight line method. Pumping, 
distribution equipment, and meters are being depreciated over a 20 to 40 year life. The transmission lines are being 
depreciated over a 60 to 80 year life and tanks are being depreciatd Over a 40 to 60 year life, Vehicfes are 
depreciated over a 5 year life and other equipment is depreciated aver 5 to 10 years, 



NORTH MCLEAN COUNTY WATER DISTRfCT 
NOTES TO FINANCIAL STATEMENTS 

For the Years Ended December 31,201 1 and 2010 - 

CONTRlBUTlON IM AlD OF CONSTRUCTlON 

With approval of the water district, customers have in some cases constructed their own water lines and donated them 
to the district for future maintenance, control, etc. Those assets have been recorded on the water districfs books and 
are being depreciated under the same policy as other assets. 

The water district has implemented GASB Statement No. 33, which requires capital contributions to be recognized as 
revenue effective for periods beginning after June 15,2000. 

CASH AND EQUIVALENTS 

For purposes of the statements of cash R w s ,  the district considers all highly liquid debt instruments purchased with a 
maturity of three months or less to be cash equivalents. Below is a reconcilement of cash on the balance sheets to 
cash on the statements of cash flows. 

.. 
Cash in bank 
Customer deposit checking 
Sinking fund reserve 
Repiacement fund 

204 1 20t0 
$ 255,555 $ 241,420 

37,257 36,638 
5,899 6,371 
27,8 I O  

$ 325,521 
26,176 

$ 310.605 

GASH AND INVESTMENTS 

Cash includes amounts in bank accounts. The only investments include certificates of deposit. These investments 
are reported at cost, which reasonably estimates fair value. 

KRS 66.480 authorkes €he district to invest in the following, including but not limited €0, obligations of the Unbd States 
and of its agencies and instrumentalities, obligations and contracts for future delivery or purchase of obligations 
backed by the full faith and credit of fhe United States, obtigations of any corporation of the United States government, 
bonds or certiticates of indebtedness of this state, and certificates of deposit issued by or other interest-bearing 
accounts of any bank or savings and laan Institution which are insured by the Federal Deposit Insurance Corporation 
(FDIC) or which are collateralized, iu the extent uninsured, by my obtigation permitted by KRS 41.240(4). 

ESTIMATES 

The preparation of financial statements in conformity with generally accepted accounff ng principles requires 
management to make estimates and assumptions that affect certain reported amounts and disdosures. 

COMPENSATED ABSENCES 

The District does not allow employees to accumulate unused personal or vacation days. Sick leave b earned at the 
rate of one day per month with a maximum accumulation of sixty days. Sick leave may only be used pursuant to a 
doctor's excuse and may not be converted to cash. It is impractical to estimate the amount of compensa~on for kltut-e 
sick leave and accordingly no liability has been recorded in the accompanying financial statements. The District's 
policy is to recognize the cost of compensated absences when paid to employees. 

CAPiTALlZED INTEREST 

The District capitalizes net Interest cost as part of the cast of constructing various utility projects when material. MI 
interest was expensed since no construction projects were financed during the current year. 
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NORTH MCLEAN COUNTY WATER DISTRICT 
NOTES TO FINANCIAL STATEMENTS 

For the Years Ended December 32,201 1 and 281 0 

ACCOUNTS RECEIVABLE 

The District has not provided for an allowance for bad debts. It Is management% opinion based on prior hfstory that 
any uncollectible accounts would have no sign%cant effect on the financial statements. Uncollectible accounts are 
written off annually directly to sales. Bad debt expense was $4,735 for 202 1 and $2.435 for 201 0. 

2. DEPOSITS AND INVESTMENTS 

A. Deposits 

The District maintains deposits with depository institutions insured by the Federal Deposit Insurance Corporation 
(FDIC). According to law, the depository institution should pledge sufkiient securities as collateral which, together with 
FDIC insurance equals or exceeds the amount on deposit at ail times. In order to be valid against the FDIC in the 
event of failure or insolvency of tf-ne depository Institution, this pledge of securities should be evidenced by an 
agreement that is (a) in writing, (b) approved by the board of directors of the depository institution or its loan 
committee, which approval must be reflected in the minutes of the board or cornrnittes, and (C) an officiai record a€ the 
depository institution. This agreement, signed by both parties, must be sutficient ta meate an enforceable and 
perfected security interest in the coflaterai under Kentucky law. 

Custudjal Credit Risk - Deposits 

Custodial credi risk is the risk that in the event ol: a depository institution failure, the government's deposits may not be 
returned to it. The Djsrrict does not have a deposit policy €or custodial credit risk but rather follows the requirements of 
KRS 41.240 04). As of December 32, 201 i all deposits inclucffng the cx!rt@ates of deposit held as investments were 
covered by FDIC insurance or a properly executed collateral smu~%y agreement. 

B. Investments 

As of December 31, 201 I ,  the District had the following investement: 

Investment Maturity Fair Value (Cost) 

Certificates of Deposit Greater than 90 days rfi -l95,491 

The District does not have d formal investment policy that limits its investment maturities as a means of managing its 
exposure to losses arising from changes in interest rates. In general, Ron-negotiable certificates of deposit are not 
subject to interest rate risk. 

Credit Risk 

KRS 66.489 limits the District's investments in the following: obligations of the Unito*6 States and of its agencies and 
instrumentalities, including obligations subjeci to repurchase agreeents, obligations and contracts for future delivery or 
purchase of obligations backed by the United States or its agencies and obligations of any corporation of the United 
States Government. Certificates of deposit issued by or other Interest-bearing accounts of any bank or savings and 
loan institution insured by the Federal Deposit Insurance Corporation oe similar entity. Uncollaterafized certificates of 
deposit issued by a bank or savings and loan institutions raied in one of the three highest categories by a nafimaliy 
recognized rating agency. Bankers' acceptances for banks rated in one of the three highest mtegories by a nationally 
mcognized rating agency. Commercial paper rated in the highest category by a nationally recognized rating agency. 
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NORTH MCLEAN COUNTY WATER DlSTRlCT 
NOTES TO FINANCIAL STATEMENTS 

For the Years Ended December 31,201 1 and 201 0 

Bonds or certificates of indebtedness of this state and of its agencies and instrumentalities, securities issued by a state 
or local government, or any insttumentatity or agency thereof, in the United States and rated in one of the three highest 
categories by a nationally recognized rating agency. Shares of mutual funds meeting specific characteristics outlined 
in the statute shall be eligible investments. Also, the District is limited to investing no more than 20% in any one of the 
preceding investments as allowed by KRS 66.480. The District had no investment policy that woutd forther iirnit its 
investments choices. In general, non-negotiable certificates of deposit are not subject to investment credit risk. 

- 

3. RESTRICTED ASSETS 

Under the terms of the revenue bond ordinances, certain funds were created to set aside money for future bond 
payments. The funds that were created and a brief description follows: 

Replacement and Extension fund- Monthly transfers wit1 be made in the amount of $125.00 until fhe slim of 
$32,000.00 is accumulated. The transfers for 2011 and 2010 were timefy made. 

1985 Sinking Fund- Monthly transfers will be made to equaf the next bond and interest payment until the 
sum of $24,000.00 is accumulated. During Z W I  and 2010, transfers were made to provide for the next 
band and interest payment. 

When restricted and unresMcted resourns art? available for use, it is the district's policy to use restricted resources 
first 

A summary of the changes in restricted assets is as foliovvs: 
1 985 Reserve 

Sinklng Repiacemmf 
Fund Fund 

$ 5,971 $ 29,581 

45,181 1,500 
465 127 

20.355 

FUND W N C E ,  JANUARY I, 2010 
MSH RECEIPTS 

Transfen from operations 
Interest inmrne 

Bond and interest payments 
CASH DISBURSEMENTS 

FUND BAMNCE, DECEMBER 31,2010 
CASH RECEIPTS 

Transfers from operations 
Interest income 

Bond and interest payments 
CASH DISBURSEMENTS 

31,282 31,208 

20,346 1,500 
494 I34 

20,878 
$ 31,246 $ 32,842 FUND BALANCE, DECEMiBER 31,201 1 
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NORTH MCLEAN COUNTY WATER DISTRICT 
NOTES TO FfNANCLAL STATEMENTS 

For the Years Ended December 31 , 201 1 and 281 0 

4. PROPERTY AND EQUIPMENT 

A summary af the property and equipment as of December 31,201 1 and 2010, is as follows: 

Jan. 1 Dec. 31 
2OIcf Increases Decreases 201 0 

Capital assets not being depreciated: 
Land 
Capital assets being depreciated: 
Buildings and improvements 
Equipment 
Water distribution system 
Vehicles 

Total capital assets being depreciated 
Less accumulated depreciation for: 

Buildings and improvements 
Equipment 
Water distribution system 
Vehicles 

Total accumulated depreciation 
Total capital assets being depreciated, net 

Capital assets, net 

Capktatal assets not being depreciated: 
Construction in progress 
Land 
Totaf capital assets being depreciated 
Capit81 assets being depreciated: 
Buildings and improvements 
Equipment 
Water distribution system 
Ve hicks 

Total capital assets being depreciated 
Less accumulated depreciation for: 

Buildings and improvements 
Equipment 
Water distribution system 
Vehicles 

Total accumulated depreciation 
Total capital assets being depreciated. net 

Capital assets, net 

5. LONG-TERM DEBT 

Revenue Bonds 

$ ,  17,486 $ - $  - $ 17,186 

4 63,837 2,819 - 166,656 
187,734 - 1,653 186,078 

Z,I5l,402 489,507 - 2,640,909 
53,972 - - 53,972 

2,556,942 492,323 1,653 3,047,615 

14,412 9,855 4,557 
30,654 6,743 1,853 85,744 

673,917 45,261 - 719,178 
46,578 2,957 - 49,535 

1,745,938 432,808 - 2,178,746 
81 1 ,OW 59,5ta 4,653 868,869 

s 1,763,124 $ 43woa $ - $ 2,195,932 

Jan. l Dec. 31 
201.4 Increases Decreases 201 1. 

- $ 14,901 $ - $ 14,901 
- I T 1  86 

17,186 14,901 .. 32,087 

$ 
17,186 

966,856 - - 166,656 
188,078 - - 186,078 

2,640,909 35,750 27,044 2,649,615 
53,972 - 53,972 .. 

3,047,615 35,750 27,044 3 ,O 56,32 1 

2,957 
76.791 

14,412 4,569 18,981 

719,378 60,483 27,044 752,617 
85,7# 8,782 I 94,526 

49,535 
868,869 

2~7a.746 
4i 2,495,932 

(41,041) 
$ (26,140) 

.. 
27,044 

52,492 
91 8,616 

2,137,705 
$ 2,269,792 

She 1985 bondholders hold a statutory mortgage lien against the assets of the water district. There is also a pledge of 
net revenues of the wakr district for future bond and interest payments. 
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NORM MCLEAN COUNTY WATER DlSTRlCT 
NOTES TO FlNANClAL STATEMENTS 

For the Years Ended December 3?, 201 1 and 201 0 

6. INCOME TAXES 

The water district is a local government unit which is exempt from Income taxes. 

7. PURCHASE COMMlTMENTS 

The water district is committed fo purchasing a minimum of 3,000,000 gallons of water each monfb from the City of 
Caboun until approximately August 1, 2036. The District's water purchases from the City of Caihoun exceeded this 
minimum amount each month 

8. RESmICTED NET ASSFTS 

The District's net assets equivalent to the restricted assets of the revenue bonds has been restricted for revenue bond 
retirement 

9. RISK MANAGEMENT 

The District is exposed to various risks of losses related to forts; theft of, damage to, and destruction of assets; ermrs 
and omissions; injuries to ernpioyees, and natural disasters. The District has obfained insurance coverage through a 
commercfat insurance company. 
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OOVER AND ORRIS, PLLC 
CERTIFIED PUBLIC ACCOUNTANTS 

P.O. B W  395 
LWERMURE, KENTUCKY 42352 

Phone (270) 278-5148 Far{270f 278-2418 MELlSSA HOOVER b?ORRIS, CPA 
mel~s~monlscpa~ei~s~~h,~e~ 

Board of Commissioners 
North McLean; County Water District 
Livemore, KY 42352 

We have audited the Statement of Net Assets of North McLean County Water District as of and 
for the year ended December 3 1,201 1, and the statements of revenues, expenses and changes in 
net assets, and cash flows, and have issued om report thereon dated May 2,2012. We conducted 
ow audit in accordance with auditing standards generaUy accepted in the United States of 
America and the standads applicable to fimciaf. audits contained in Government Audiring 
Sfandards, issued by the CompfxoUer General of the United States. 

Compliance and Other Matters 

As part of obtaining reasonable assurance about whether North McLean County Water District's 
financial statements are h e  of material misstatement, we performed tests o f  its compliance with 
certain provisions of laws, reguiatioas, contracts and grant agreements, non-comp 
which could have a direct and material effect on the determination of fiirancid statement 
amounts. However, providing an opinion on Compliance with those pruvisions 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 Sfaprdardr. 

Internal Control Over Financial Reporting 

In piaaning and perfoiming ow audit, we Gomidwed North McLean County Water District's 
intend control over financial reporting as a b i s  for deigning OUT auditing procedures for the 
purpose of expressing our opinion an the financial statements, but not for the purpose of 
expressing an opinion on the effectiveness af North McLean Couaty Water District's intend 
control over iinarrcial reporting. Accordingly, we do not express an opinion on the effectiveness 
of North Mcbm County Water District's igtexnaI control over fulancial reporting. 

A deficiency in intern& control exists when the design or operation of a contrrsl does not allow 
management or empIoyees, in the n o d  course of performing their assigned functions, to 
prevent or detect and correct misstatements on a timely basis. A significant deficiency is a 
deficiency, or combination of deficiencies in inteanal control, that is less severe than a material 
weakness, yet important enough to merit attention by those charged with governance. We 
consider the foifovviag deficiencies to be si@ficaet deficiencies in internal control over financial 
reporting. 
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0 With an office staff of only two employees, the bookkeeping, payroll, cash collections, 
accounts receivable, and disbursements of h d s  can not be completely segmgated. 

9 The auditee lacks the expertise in finacid reporting to draft its OW fimciaf statements 
and related note disclosures. 

Tfie District oRered the foilowing responses: 

e The District does not feel it is economically feasible to hire adciitional staff. 
e District personnel will careMly review &e draft financial statements for errors. 

A material weakness is a significant deficiency, or combination of deficiencies, in internal 
control. such &at 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. 

Our consideration of internal control over financial reportkg was for the limieed purpose 
described in the first p ~ i g ~ t p h  of this section and vas not designed to identie all deficiencies in 
internal control Over financial reporting that might be sig~Scant deficiencies materid 
weaknesses and ther:re€ure, &ere; can be no %~sswmcc that all deficiencies, siEr;nificaat dekiencies, 
or mat&al weaknesses have been identified. However, we consider the combination of the 
signi%ant deficiencies described above to be a materia! wealmess. 

We noted certain matters that we reported to management of North McLean Camty Water 
District in a separate letter dated May 2,2012. 

North McLean County Water Risstrict’s response to the findings identified in ow audit is 
described above, We did not audit North McLean County Water District’s respoase and, 
accordingly, we express no opinion on it. 

This report is intended solely for the informatian and use of management, Board QE 
Commksioners, others Gthh the enti@, and federal aw&g agencies and is not intended to be 
and should not be used by anyone other than these specified parties. 

May 2,2012 
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North McLean County Water 
ebt Service Coverage 

Rased on Fiscal Year Ended ecernber 31,2011 

Information obtained from North McLean County Water District, Audit Report for the Years 
Ended December 3 1 , 201 1 and 201 0, Page 4 

20 1 1 -Proforma 201 1 
Total Operating Revenue $ 615,775 $ 615,775 

Total Operating Expense $603,883 $ 603,883 

Operating Income (Loss) $ 11,892 $1 1,892 

Add I Add Back 

Depreciation $ 76,791 $ 76,791 

Interest Income $3,922 $ 3,922 

$ 80,713 $ 80,713 

Available for Debt Service $ 92,605 $92,605 

Interest Expense $ 13,878 $13,878 

KIA Loan $ 1,573 - 

Total Obligations $ 15,451 $ 13,878 

Debt Service Coverage 5.22 6.32 
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