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INDEPENDENT AUDITORS ' REPORT

February 21 ,20J,4

Board of D.irectors
Sanitation District No. 4 of Boyd County, Kentucky
Ashland, Kentucky

. We have audited the accompanying financial- statements of the
business-type activities of Sanitation District No. 4 of Boyd County,
Kentucky ("the District") as of and for the years ended .Iune 30, 2013 dnd
2O!2 as listed in the tabl-e of contents. These financial statements are
the responsibility of the District's management. Our responsibility is to
express an opinion on these general purpose 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 Gowernment Auditing Standardg,
issued by the Comptroller ceneral of the United States. Those standards
require that we plan and perform the audit to obtain reasonable assurance
about whether the general purpose financial statements are free of material
misstatement. An audit includes examining, on a test basis, evidence
supporting the amounts and discLosures in the general purpose financial
statements. An audit also includes assessing the accounting principles
used and significant estimates made by management, as well as evaluating
the overal-I general purpose financial statement presentation. We believe
that our audit provides a reasonable basis for our opinion.

fn our opinion, the financial- statements referred to above
present fairly, in att material- respects, the financial position of the
business-type activities of Sanitation Dlstrict No. 4 of Boyd County,
Kentucky as of .Iune 30, 2013 and 20L2, and the changes in financial
position and cash flows for the years then ended in conformity with
accountj-ng principles general-ly accepted in the United States of America.
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Board of Directors
February 27,20!4
Page.2

In accordance with Gov6rnm6nt Auditinq Standalds, we have also
issued our report dated February 27,2014 on our consideration of Sanitation
District No. 4 of Boyd County, Kentucky's internal control over financial
reporting and our tests of its compliance with ]-aws, regulations,
contracts, and grants. That report is an integral part of an audit
performed in accordance with Government Auditino Standar& and shoul-d be
read in conjunction with this report in considering the results of our
audit.

The management's discussj-on and analysis and supplemental
schedule on pages 5 - 8 and 21 are not a required part of the basj.c
financial statements but are supplementary informati.on required by the
GASB. We have applied certain l-imited procedures, which consisted
principally of inquiries of management regarding the method of measurement
and presentation of the supplementary informatj-on. However, the
information in the schedule has not been subjected to the auditinq
procedures applied in the audit of the basic financial statements and we
offer no opinion on it.
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SATiIITATION DISTRICT NO. 4 OF BOYD COT'NTT ' KENTUCKY
!{A}IAGEMENI ' S DISCUSSION AI{D AIIAI.,YSIS

ANNUAL FINATCIAI STAITEMENTS
FOR TIIE FISCAI, YEJARS EIIDED .'I'NE 30. 2013 A}TD 2012

Our discussion and analysis of Sanitation District No. 4 of Boyd County,
Kentucky's financia.I performance provides an overview of the District's
financial activities ior the fiscal years ended June 30, 2013 and 20!2.
Please read it in conjunctj-on with the accompanying basic financial-
statements. It is our intent that this discussion provide aIl parties
interested in the District, s financial condj.tion, especially the users of
the facilities, a better understanding of the District's operations and
financial status.

The District reports its financial statements in a required model format
issued by the Governmental Accounting Standards Board.

Financial Eiqhliqhts

. As of, June 30, 20:_3 and 2012, the District's assets of $8,286,965
and $8,387,533 exceeded liabiliti.es of $2,160'801 and $2,42I,I99 by
$6,726,]-64 and $5,966,334. This excess includes the value of
capital- assets plus resources. restricted to specific projects by
Iaw, regulation, or contractual agreement of $4,639,029 and
$4,569,942, restricted resources of $11r 188 and $1'1,180 which
represent money set aside to satisfy loan covenants' and
unrestricted resources available to continue District operations
into the next fiscal year of $t,475,947 and $\,385'2'J'2,

. Unrestricted cash balances as of June 30, 2013 and 201-2 were
9962,988 and $903,25? and current liabilities payabLe from those
funds were $312,4L't and $34?,178. Collections of receivabl-es all-ow
timely. pa]rment of liabiLities .

a The District's overall l-ong-term debt decreased by a net of
$232,685 through the pa]rment of outstanding principal .



SANITATION DISTRICT NO. 4 OF BOYD COT'NTY. KENTUCKY
IAiIAGEMEMT ' S DISCUSSION Al{D AI{ALYSIS

AIINUAL FINAIICIAI STATEUENTS
E'OR TEE T'ISCAI. TEARS ENDED 

'II'NE 
30, 2013 A}ID 2OX2

$ ( colftrN[rED ) "

Overwiew of the Financial Statements

The District' s basic financial statements incfude: (1) fund financial
statements, and (2) notes to the financial statements. These financial
statements present informat-ion about business-type activities, which
consists principally of the fees the District charges its users to cover
all or most of the cost of the services it provides.

Fund Financial Staterents

The fund financial statements provide detailed information about the
proprietary fund. When the District charges customers for services it
provides, these services are generalJ.y reported in proprietary funds.
Proprietary funds are reported in the same way that afI activities are
reported i.n the Statement of Net Position and the Statement of Activities.
In fact, the District's enterprise funds (a component of proprietary funds)
are the same as the business-type activities we report in the government-
wide statements but provide more detai.I and additional- information, such as
cash flows for proprietary funds.

Notes to the financial stateoents

The accompanying notes to the financial statements provide information
essentiaf to a ful1 understanding of the fund financial statements. The
notes to the financiaf statements begin immediately following the basic
financial statements.

Reporting the DiEtrict as a Yfhole

One of the most important questions asked about the District's fj-nances is,
"Is the District as a whol-e better off or worse off as a result of this
year's activities?" The Statement of Net Position and the Statement of
Revenues, Expenses and Changes in Net Position report information about the
District as a whole and about its activities in a way that helps answer
this question.

Our discussion begins with an analysis of overall revenues and expenses and
thej-r treatment. An overwhefming majority of the District's revenue is
received from charges for services.

For the year ended June 30, 20L2, thre District's total revenues increased
from a year ago by $29L,182 (10.19) while total cost of all- programs and
services (including depreciation) increased by $84,Il-9 (2.8t). Overall, net
operating income increased by $210, O82 for the fiscal year.

For the year ended June 30, 2013, the District's total revenues increased
from a year ago by $125,489 (3.96*) while total cost of all programs and
services (including depreciation) increased by $99,352 13.212). overall,
net operating income increased by $21,015 for the fiscal- year.



SAIIITAITION DISSRICT NO. 4 OF BOID COT'NTY, KENEUCKY
I.IA}IAGEMEIIT' S DISCUSSION E}TD ANAI..YSIS

ANNUAL FINA}TCIAL STASEUENTS
FOR TEE FISCAI. YEJARS EITDED dIT'NE 30, 2013 AIiID 2012

* (CONTINUED) "

Reporting the District as a lfhole \rcontinued"

For the year ended June 30, 201,2, treatment expenses increased by 3.94?.

For the year ended June 30, 2013, treatment expenses increased by 3.828.

Financial Analysis of the District's Proprietary Fund

At June 30, 2013 and 2012, t}:e District's proprietary fund reported totaf
net assets of $6,126,764 and $5,966,334, which is an increase of $159,830
and an increase of $133,693 or 2.'lZ and 2.3t from the prior year. A
portion of total- net assets ($11,188 and $11,180) is restricted as to use
due to loan covenant reoui rements-

Capital Assets

The District lras able to make several capital asset purchases without
incurring additional debt.

Debt

At June 30, 201,3 and 2072, the District had a note payable to the Kentucky
Infrastructure Authority with a remaining balance of $0 and $175,685 to be
repaid j-n semiannual installments of $5,835; and bonds payable to Kentucky
Rural Water Finance Corporation with a remaining balance of $1,807,000 and
$1",864,000 requiring annual- instaffments of principal and semiannuaf
installments of interest.
Note Receivable

On September 7, 2007, the District soLd the office building at 831 State
Route 716, Ashland, Boyd County, Kentucky to Rj-tchie Investments, LLC for
$230,000. A promissory note was accepted for $46,000 to be repaid in sixty
(60) monthly installments of $279 including interest of 4? per annum with a
balloon payment due on October 5, 2013. The bal-ance of the note receivable
as of June 30, 201,3 and 201,2 was $37,224 and $38,443, respectively.
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A}INUIT E'TXANCIAIJ SIAIEMENTS
FOR TEE I'ISqAI.. TE;ARS ENDED 
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30. 2013 AND 2012

ll ( COls TNT'ED } "

Coltacting the District, g Financia1 lraDagen€nt

This financial- report is designed to provide our citizen, s, taxpayers,
customers, investors, and creditors with a general overview of the
District's finances and to show the District's accountability for the money
it receives. If vou have questions about this reDort or need additional
financial information, contait the District, s Superintendent, at Sanitation
District No. 4 of Boyd County, Kentucky, 239 W. Little Garner Road,
Ashland, Ky, 4M2, telephone number (606) 928-3936.



SETiTITATTON DISTRTCT NO. A OF BOYD COI'NTY, KENTT'CKY
SIA1rEMEIIT OF NET POSITION

.rrrNE 30, 201.3 Ar{p 2012

ASSETS

CT'RRENII ASSET
Ca sh
Accounts Receivab]-e
Note Receivable, Current Portion

TOTAIJ CT'RREIIT ASSETS

Restricted Cash (Note 3)
Capital Assets, (Net of Alcumufated

Depreciation of 92, 61,5,18I
and $2,368,941)

TOTAL ASSETS

CT'RRENT I.ITABILITIES
LIEBTI,ITIES

Accounts Payable
Accrued Pavrofl Liabi f it ie s
Accrued Inierest Payable
Accrued Wages Payable
Lawsuit Settl-ement Payable - Current
Bonds Payable - Current
Notes Payabfe - Current

TOTAI, CT'RRENT I,IABILITIES

LONG-TERM LIABILITIES
Bonds Payabl-e - Net of Current
Notes Pavable - Net of Current

4.450 4,903

Intangibl-e Assets, (Net of Accumulated
Amortization of $10,658 and $9,735) L'l ,022 I'l ,945

Note Receivable, Net of Current Portion 32,174 33.540

20L3

s 962,988 I
'7 3L , O64

L, 698 ,502

92,638

6, 446,029

20L2

903,257
726,0t8

1,634,r78

92,243

6, 609 , 621

285,1.56
4 ,044

42,533
9,78I

40,000
57, 000
I .191

446,1Lr

1,807,000
t67 .488

L,97 4 , 488

1..91 4, 488

2. 42L,I99

4,569,942
11,180

|,385,2r2

€1,_9_66,_33-4

a )aA aA\ a ?a? q??

299,488
5,803

4r,384
'l ,L26

60,000

413.801

L,747,ooo

TOTAI, LONG-TERU DEBT L,147,000

TOTAI., LOIIG-TERI{ LIABTLITTES 7 .'7 47 . OOO

TOTAI. LIABIIJITIES 2.1.60 .80r

NET POSITTON
NET POSITION

fnvested in Capital Assets, net of
Related Debt 4,639,029

Restrj-cted for Loan Repayments 1l-,188
Unrestricted 1,,475,947

TOTAL NET POSTTION S 5,T26,164

The accompanying notes to the financial statements are an integra] part of
these statements. 9



SN{ITATION DISTRICT NO. 4 OF BOYD COI'NTY, KEMruCKY
STATEMENT OF REVENI'ES. E)(PENSES A}TD CEANGES IN NET POSITION
. FOR TBE IEARS EIIDED iIT'NE 30. 2013 AIID 2012

OPERJATING REVENT'ES
Servi ce
Supplementaf Income
Tap Fees
E-One Pump Customers
Renta] Income
Miscel-l"aneous Income

TOTAL OPERATTNC REVENUES

OPERATING EXPENSES
Treatment Expenses
Administrative Expenses
Depreciation
Amortization

TOTAL OPERATINE EXPENSES

NET OPERJATTNG INCOME

NON-OPER;ATTNG REVENT'ES (EXPENSES)
Interest Income
Reconnection Fees
Interest Expense

TOTAIJ NOII -OPERAT TNG
RE\IENT'ES (EXPENSES)

INCOME (IOSS) BEFORE GRANTS RECEIVED

Grants Received

CEA}IGE TN ![ET POSITTON

NET POSITIOA, Beginning of year

NEI POSITfON, End of year

The accompanying notes to the
these statements.

2013

$ 3,279,259

2,98O
6, 683

2,236

3 .291. , L58

2, 623,522
159,l-83
267,952

922

3.04s.579

245.5'7 9

r,820

{87. s69)

(85 . t 49)

159,830

20L2

$ 3, 143,20s

18,011
3, 88 r,

3.165.097

2,526,871"
153,305
259,435

922

2.940.533

224.564

2,392
(3,430)

/eq a?"\

(90.87r_)

133,693

159,830

q O44 ?"/,1

S_s,J2L-JSA

133,693

5,832, 64L

$L_955-333

financial, statements are an integral part
10



SAIIITATION DTSTRICT NO. 4 OF BOYD COI'NTY. KENTUCKY
SXATEUENT OI' C]ASS ELOITS

PROPRTETARY E UND
FOR TBE YEAR EIIDED JI'NE 30. 2013 A}ID 20I.2

CASH ELOWS FROM OPERATING ACTIVTTIES
Rec-e i nf s from crlstomers
Payments to Suppliers
P:\rmanl- e t^ Ehhl-- -...r-oyees

NET CASH PROVIDED BY OPER;ATING
ACTTVITTES

CASS EIJOISS Its,OM NON- CAP I TAIJ
FINAI\ICING ACTIVITIES

(Decrease) Increase in Restricted Cash
Grants Received
Reconnecti-on fees

NET CASA (USED} PROVIDED BY NON-CAPITAT
FINA}ICIIIG ACTIVITIES

CASE ELOWS T:ROM CAPITAL ADID REI,ATED
FINA}TCINC ACTIVITIES

Principal Paid on Bond and Notes pavabl-e
Interest Paid on Bond and Notes pavable
Purchase of Capital Assetii
Pa)rments Recej-ved on Note.9 Receivabfe
Proceeds from Insurance
Proceeds from Note pavabfe

NET CASE USED BY CAPITAL END REI.ATED
FINENCING ACTIVITIES

CASH ELOIVS IROM INVESTING ,ACTIVITIES
Interest Income

![ET INCREJASE (DECREJASE ) IN CASH

CASH, Beginning of year

CASE, End of year

(189.31-0)

2.392

180,157

723,r00

s 903.2s1

are an integral part of
11

20L3

s 3,286,1L2
(2, 461, 428].

(362.954)

46L730

20L2

$ 3,080,567
(2,338,150)

r ?41 0a?\

380,434

a?o4\

(39s)

(9,929',)

(3.430)

(13,359)

(232, 686)
(88 ,7 rt I
(83,24L',)

1 ?10

(63, 037 )
(90,941)
(40,846)

r,624
3,890

( 403 , 425)

r,820

59,730

903 ,251

s 962.981

The accompanying notes to the
these statements.

financial statements



SANTIIATION DISlts C:T NO. 4 OE' BOID COI'NTT. KENAI'CKI
SIXTEUENT OF CASE ETOWS

PROPRTETART EI'IID
FOR TBE YEAR EIIDED 

''I'NE 
30, 2013 TND 2012

(CONTINT'ED)

20L3
RECONCTLIATION OF OPERATING INCOME

TO NET CASE PROVTDED BY
OPERJtrTING ACTIVITIES

Operating Income
Adjustments to reconcile operating

income to net cash provided
by operating activiiies:

Depreciat ion
Amort i zat ion
Depreciation Recapture Disposed Assets(Increase) Decrease in:

Accounts Receivable
(Decrease) Increase in:

Lawsuit Settl-ement pavabl_e
Accounts Payable
Accrued Wages payable
Accrued Payroll liabil-ities

TOTAT Al)ants la|ENrs

!{ET CASE PROWDED BY OPERATTNG
ACTTVITTES

20L2

s 245.579 s 224.564

267.952
9ZZ

(75, rL2',)

(5, O4'7')

(40,000)
L4,331,
(2, 6541
L,759

2L6.757

$_i6.L,-?3.q

259,435
tr?

(84,530)

(40,000)
11,555
9,'187

(]..303)

155.870

s--3!_4,_{3rt

The accompanying notes to th
these statements. an integral part of

L2
financial statements are



SA}IITATTON DISTRICT NO. 4 OF BOTD COT'NTY, KENTI'CKY
NOTES TO FINANCIEL STATEMENTS

irrrNE 30, 2013 llrD 2012

NOSE 1 - ST'}I}{ARY OF SICATIFICAIIT ACCOI'NTTNG POLICIES

The accounting policies of the Sanitation District No. 4 of Boyd
County, Kentucky ("the District") conform to generally accepted
accounting principles as applicable to government units. 1ne
Governmental- Accounting Standards Board (GASB) is the accepted
s tanda rd-sett ing body fJr establishing governmental accounting and
financial reporting principles. the following is a summary of the more
significant policj-es :

A. Orcranization
The District was created in accordance with the provisions of Section
220.L00 of the Kentucky Revised Statutes by an ordinance of the Boyd
Crrrtnf v Fi c.-: l Crrrrrf .rn l)ar-cmtrcr ?0 - 1 q7R Thc nrrrnose of the diStrict
is to provide sanitation sewer services to a portion of Boyd County,
Kentucky.

B. Rerrortinq Entity
The criteria used to determine the scope of the reporting entity and
its component units are oversight responsibility including selection of
the governing authority, designation of management and ability to
significantly influence operations; accountability for fiscal matters
including budgetary authority, surplus /deficits, responsibility for
debt; fiscaf management and revenue characteri stics r scope of public
service; and any special- financing relationships. Based on the above
criteria, it is determined that the reporting entity is Sanitation
District No. 4 of Boyd County, Kentucky.

C. Basis of Presentation - Fund AccouRtin€l
The accounts of the District are organized on the basis of funds each
of which is considered a separate accounting entity. The operations of
each fund are accounted for with a separate set of self-balancing
accounts that comprise its assets, l-iabilities, fund equity, revenues,
.:nrl avnanAi f rrrac-*---, or expenses, as appropriate.

Proprietarxr Funds

Enterprise Funds
Enterprise funds are used to account for operations (a) that are
financed and operated in a manner simifar to private busj-ness
enterprises - where the intent of the governing body is that the
costs (expenses, including depreciation) of providing goods or
services to the general public on a continuj-ng basis be financed or
recovered primarily through user charges; or (b) where the
governing body has decided that periodic determination of revenues
earned, expenses incurred, and/or net income is appropriate for
accountability, capital maintenance, public policy, management
controJ-, or other purposes.

D. Basis of Accountino
AII proprietary funds are accounted for using the accruaf basis of
accountj-ng. Revenues are recognized when earned, and expenses are
recognized when obligations are incurred.

13
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SAITTTATTON DISTRICT NO. 4 OE'BO]D COI'NTY. KENTUCKT
NOIES :TO FINANCIAL STA:TEMENTS

JI,NE 30. 2013 AltD 2012
r coNIINItED rl

NOTE 1, - SI'}II,IARY OE' SIGINIFICAI{T ACCOT'NTING POLTCIES ''CONTINT'EDII

E. Encupbrance Accountinq
The District does not use encumbrance accounting. Since effective
budgetary contro]- and accountability and cash planning and control can
be facj-l-itated without encumbrance accounting, this is not cons j-dered a
significant departure from generally accepted accounting principles.
There were no unperformed contracts in process at year end which
otherwise might have resulted j-n the need to encumber estimated
expenditures.

F. Receivables
Accounts receivable consists of billings of $731,064 and $726,018 to
the residents of Boyd County, Kentucky and the Federal Correctional
Institution of Ash1and, Kentucky, which were not collected as of June
30, 20l-3 and 2012, respectj.vely. No allowance is required as al-l-
amounts are deemed to be collectibl-e-

G. Capita]. Assets
Capital assets, which j.ncfuded property, plant and equipment, are
reported in the fund financia.I statements at historical- cost.

Depreciation recorded as an alfocated expense in the Statement of
Revenues, Expenses and Changes in Fund Net Position with accumulated
depreciation reflected in the Statement of Net Position. Depreciation
is computed using the straight-l-ine method over the following estimated
useful lives:

Equipment
Buildings and property

Depreciation expense for the
2072 was 926L,952 and $259,435,

3-L0 years
10-60 years

years ended June 30, 2013 and June 30,
raenal.'fi\ra1r,

Capital additions, improvements and major renewals are capitalized,
whereas maintenance, repairs and minor renev'raIs are charged to expenses
when they are incurred. In the case of disposaLs, the assets and
related reserves are removed from the accounts and the net amount less
any proceeds from disposals, is charged or credited to revenues.

E. Cash and Cash Ecnrivalents
For purposes of the statement of cash fl-ows, the proprietary fund type
considers all highly liquid investments with an original maturity of
three months or less to be cash equivalents.

I. Use of Estipatea
The preparation of financial statements in conformity with accounting
principles generally accepted in the United States of America requires
management to make estimates and assumptions that affect certain
reported amounts and disclosures. Accordingly, actual- results coul-d
differ from those estimates.

T4



SATiIITATION DISITRICT NO. 4 OF BOTD COT'ltrTY, KENruCKY
NOTES TO FINA}ICIAL STATEMENTS

arrrNE 30. 2013 Ar{p 2012
I' CONTTNI'ED N

NOTE 1 - SUI'MARY OF SIGNIFICAI{T ACCOT'N:TINC POLICIES iI COIf,IINT'ED II

iI. Ecruity Classifications
In the fund financial- statements' equity is classified as net position
and dispfaved in three components:

Invested in capital assets, net of related debt - Consists of
capital assets including restricted capital assets, net of
accumul-ated depreciation and reduced by the outstanding balance of
any bonds, mortgages, notes, or other borrowings that are
attributable to the acquisition, construction, or improvement of
those assets.

. Restricted net assets - Consists of net assets with constrai-nts
placed on the use either by (1) external groups such as creditors,
grantors, contributors, or laws or regulations of other
governments; or (2) 1aw through const j-tutional- provisions or
enabling J-egislation.

. Unrestricted net assets - All- other net assets that do not meet the
definition of "restricted" or "invested in capital assets, net of
related debt".

K. Adveltisind Expenae
Advertising expense for the years ended June 30, 2013 and June 30, 2012
was $642 and $978, respecrively

NOTE 2 - LONG-TERM DEBT

Revenue bonds and notes payabfe consist
2013 and 2012:

52,27 4,000 bonds payable
in vari-able annual instal-.lments
through January \, 2033; interest
from to 4.03t to 4.789

Note payable to Kentucky
Infrastructure Authority in
semiannual installments of $5,835
including interest at 2.008 plus
service fees.

TotaL debt payabl-e

Less current portion

TOTEL LONG-TERI{ DEBT

of the following at June

20L3 20t2

$ 1,807,000 $ 1,864,000

--------------!#

1,807,000 2,039,685

( 60. 0001 (65 ' L9'7')

$__u_4_?._0_a_q $--1,-9zt -4-8-q

30,

15



SANITATION DISTRICT NO. 4 OF BOTD COI'N:TY, KE}iITIUCKY
NOTES IIO FINANCIJBI.. STATEI'ENTS

JLNE 30. 2013 lrrp 2012
,,coN:[rNt ED'il

NOIE 2 - LONG-TERM DEBT N CONIINI'ED |r

BAI,ANCE
intLt 1

2OLL
BUSINESS-TYPE ACTIVITIES :

Note Payable $ L83,722

Bonds Payable 1. 919,000

PROCEEDS

s_2,_L02,J22

PA]UE}{:TS

$ (8,037)

(5s.000)

s (63.037)

BAI.AI{CE
intNE 30

20L2

$ 175,685

1.864,000

s 2. 039, 685

Note Payable

Bonds Payable

IBTURTTIES:

BAI,ENCE
intl.r 1

20L2

$ 175,585

l-.864.000

s 2-_0_3_9,595

PROCEEDS

c-

€_-

PAfUENTS

s (175,685)

(57.000)

s____J232,-535)

BAIA}ICE
iII'NE 30

20L3

1,807.000

s 1. 807, 000

Boad PavabJ.e
Priacipa]. Int€rest

2014
2015
zv ro
20L7
2018
The rea fte r
llotal

60,000
62,000
54,000
68,0oo
69,000

82,1 68
I0, 350
77,852
75,273
73,532

1. 484, 000 610, 391

$--1,-g-al,-0-a-q $-t -0-a-0.;166
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SNIITATION DISTRICT NO. 4 OF BO]D COT'NTY, KENEUCKY
NOTES TO FINAT{CI]AL STATEMENTS

;rrrNE 30. 2013 ANp 2012
I' CONTINT'ED N

NOTE 2 - LONG-TERM DEBT N COMTINT'ED I'

Bond and Interest Sinkin(r Fund
@FinanceCorporationPub1ic-ProjectSRe.funding
Revenue Bonds Ordinance of 2003 provides that monthfy payments be made

into this account that are equal to one-sixth (I/ 6) of the next
interest payment plus one-twelft6 (1/72) of the next principal payment.
The require-d amoint to be deposited in the Sewer Bond Interest and
Sinking Fund account as of June 30, 2OL3 and 2012 is $82'572 and
582,2L3 .

AsofJune30,2Ol3and2OT2,theSewerBondInterestandSinkingFund
has total funds in the amount of $82,572 and 582'2I?' The Sewer Bond

rnterest and sinking Fund is in compliance lrith .the Kentucky Rurar
water Finance i"tp.itulio" Publ-ic erbjects Refundinq Revenue Bonds

Ordinance of 2003.

Revenue Fund
The Governmental Agency covenants .and agrees that it will deposit in
the Revenue funa, p'romftty as received fiom time to time' all revenues
of the System, as same may be extended and improved from time to time'
The moneys in tne n"1r.tr,-,.' Fund sha1l be used, disbursed and applied by
the Governmentaf' age;cy only for the purp-ose in the malrne r and order of
pii.iiti." specifi6d iir tni! Assisrarice Agreement, _ atl as permitted by

ir.r. n.t, and'in accordance with previous contractual- conrnitments.

sinkinct Fund
Th-E--E6iElr,.ent"1 Agency is obligated
obligations to provide for the cleDt
obligati-ons.

If the Governmental- Agency for any reason shalf faj'1 to make any

monthly dePos:-t as req-uire-d, then in -amount equal to the deficiency
shall be set apart ."i-JJp""itea lnto the sinking Fund out of the first
avail-able revenues i" iri" ensuing months, which amount shalI be in
addition to the *."tnfv de!os:'t. otherwise required during such

succeedingmonths.Wheneverthereshal].accumulateintheSinkingFund
amounts in excess .i";;;- t.g"it"rnt"ts during the next twelve months for
;;;i;;-tne princi-par of and- interest due o-n the outstandi-ng bonds' as

same falt due, such e;;.;;t be used for redemption..or prepayrnent of
any ourstanainq eondll--";i;;i ro the rerms and- conditlons set forth
therein, prior to maturity.

operation and Maintenance FuBd
There shal-f next be-: tt"""ftrred monthly from the Revenue Fund and

i.p""it"J into said bp.i"fio" and Mainten-ance Fund, sums suf fj-cient to
meet the current 

""p"-ri"-"-J 

-J op-iating and maintaining the system. The

ba].ancemalntalnedinsaidoperationandMaintenanceFundsha]-].notbe
in excess of tne 

-- 
a.ou"t' required- to cover anticipated system

expenditures for a two-month period pursuant to the Governmentaf

aglncy' s annual- budget .

upon the issuance of the
seivice requirements of the

11



SN{ITAEION DISrRTCT NO, 4 OF BOID COUNTY. KEN:rUCKY
NOTES TO FINA}ICIAL STATEMENTS

iruNE 30. 2013 Allp 2012
IICONTINUED'I

NOTE 2 - LONG-TERM DEBT II CONTINT'ED II

Surlrlus Funds
S"E-iect to ttte provisiqns for the disposition of .the income and
rev6nues of the System as set forth herein above, vthich provisions are
cumulative, and ifter paying or providing for the payment of debt
service on any subordina€e bbligations, there shal1 be transferred,
within sixty days after the end of each flscal year, the balance of
excess fundj in ihe Re.ren,r" Fund on such date to the Sinking Eund to be
applied to the naximum extent feasible to the prompt purchase or
redemption of Outstanding Bonds.

Maintenance and ReDlacement Reserve
Under the terms-E--Ifte t<entucky Infrastructure Authority Assistance
Agreement, the District is required to establish a Maintenance and
R6placement Reserve account into which $1,000 is to be deposited each
Detember 1 beginning December I, 2O7O until the balance in the reserve
reaches $1O,OOO. Ariounts in this account may be used for extraordinary
mal-ntenance expenses related to the stephens Meade Project. or_ fo,r the
unbudgeted cosis of replacing worn or obSolete portions of the Project.

NOTE 3 - RESTRICTED ASSETS AIID RESER\/ED NET ASSETS

The nronri et:rv fund haS a portion of its net aSsetS restricted in

""i""t 
t-i-to n'"*-i*# assets restriited in use, bond interest. and redemption.

RestrictednetassetSincludestheexcessofrestlictedcashover
liabilities payabl-e from restricted cash'

As of June 30, 201'3 and,2Ol2, restricted cash were as fol lows:

2Ot3 2OL2

Maintenance and RePlacement
Bond and Interest

TOTAT RESTRICTED CASH

$ 10,066
82,572

s 92.638

$ 10,030
82.2r3

s 92.243

NOTE 4 - CASH DEPOSITS WITH FINA}ICIAI, INSTIrUTIONS

As of June 30,2073, the District had deposit:9f $169'297' $210'590'
$g2,5i2 and g59?,863 confirmed by the finincial institutions. Of this
amount, 9712,458 was covered ty federal depository insurance and

134'7,862 was non-collateral- i zed by the financial institu!ion holding
rha .lcn.'sir account. This issue -has been resolved with the deposit
;;;."-"-i';;"r.J uv- ."rrui.iar held by the fin_anci-al institution !''ith a

oar va]ue of $533,-446 and a market val-ue of $538, 11-4 '

18



SATITTATION DISTRICT NO. 4 OF BOYD COT'NEY, KENTUCKT
NO.rES TO FINAIICIAL STATEI{ENTS

irrrNE 30, 2013 alrD 2012
r colflfrNuED n

NOTE 5 - CAPITAI., ASSETS

BAI,AI{CE
JI'I.,Y 1

2OLL ADDITTONS
Capital Assets at Eietorical Costs:

Total Capital Assets ,
at Eistorical Cost 8.94L,6L2

Less: Accunu].ated Depreciation :

Land
Lines and Extensions
F.rr |i nhaht-

Veh i c 1es
Office BuiJ-dings

$ 30,717
t ,656,494

468,624
2I1 ,635
568 .142

(L, 620 ,37 5)
(225,3r5)
(r49,331 )

(L14.47 9)

(2, t09.506],

9--9,_9_32"t9-6

BAI.AIICE
JtttY 1

20L2
Capital Assets at Historical Costs;
Land
Lines and Extensions
E 

^rr 
i 

^n6hf
Vehicles
Office Buildings
CIP

40.846

(141,576)
(66,572)
(22,114',)
(28 . 57 3\

/tqo /4 ?q.\
--------l-a!-!-r- t

$_12!q-l-8_9r s_____l_3,_9_9_Q. )

(3.890) 8,978,568

540
40,306

DISPOSAI.S

/? aqn\

BAI.A}TCE
.]I'NE 30

20L2

$ 30,717
7 ,65'7 ,034

505,040
2I7 ,635
568 . r42

(\,'7 61. , 95rl
(291, ,82'7 )
(17 2 , I1-r)
(r43.052',)

(2.368 ,94r)

9_5.-699.52t-

BJALA}ICE
.n NE 30

2013

$ 30,717
7 ,656,494

54 8, 016
2l'7 ,635
597,200
tI .7 48

9, 061. 810

(1,,902,983')
(343,185)
(l-94,885)
(774,728)

(2.615.'781.1

fr__6,_445,--92e

Lines and Extensions
Fd'r i hha.f

Veh i c 1es

Total Accumulated
Donrcl-i :i- i nn

Capital Assets, Net

Lines and Extensions
F.r' r 'i nm6n+
Vehicles
Office Build j-ngs

Total- AccumuLated
n^*-^^i-+i^-vsP! e(--La L r\rr r

Capital Assets, Net

s 30,717
't ,657 ,034

505,040
2L1 ,635
568 , L42

ADDITIONS

$

69,97 6

29,058
rr,1 48

DISPOSALS

(s40)
(27 ,000')

(27 ,540)

1E 11t

Total Capita]. Asgets .
at Historical Cost 8. 978, 568 ]'I0.182

I..ess : Accumulated Depreciation:

"7,76I,957)(291.,827 )

(L't2, rtr)
(747,032],
(66, 410],
(22,'7'7 4)

(r43.O52) (31.676)

(2,368,94L) (26r,952) 15.LL2

t__5.s92,54 9_1M,_1-Z.A) E___JLZ_428 |
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SAT{ITATION DISTRICT IIO. 4 OF BOYD COT'NTY. KENTUCKY
NO.rES TO FINAIICIAI STATEMENTS

iruNE 30. 2013 Alrp 201.2
I' CONI INI'ED "

NOTE 6 - CONCENTRATIONS OF CREDIT RISK

The District's revenues are generated from services extended to Boyd
County, KY. The billings to the Federal Correction Institution in Boyd
County, Kentucky account for a totaf of 25* of total revenues for the
year ended June 30, 201,3. Management befieves the nature of the
contracts wi-th al,l- customers is adequate to minimize credit risk'

NOTE 7 - EMPIJOYEE BENEFITS

SIMPI,E PIJA}I
Some employees of the District !.rere grandfathered in under a Savings
Incentive Match PLan for Employees of Small Employers (SIMPLE) . The
District pays an amount up to 19.559 and 18.96t of the employee's
salary. The expenses of the District were $12,336 and $15,781 for the
years ended June 30, 2013 and 2012, respectively.

COUNTI EMPI,OYEE RETIREMENI SYSTEM (CERS)
The employees that wele not grandfathered in the (SIMPLE) plan
participate in (CERS) . The employee pays 68 of their taxable wages to
the retirement system with the employer paying 19.559 & 18.969 into the
retirement system. The expense of the District were $44,580 and
$36,255 for the years ended June 30, 201-3 and June 30, 2072'
respectively,

NOTE8-NOTERECET\,ABLE

The District is due a note receivable from Ritchie Investments, LLC for
the safe of and secured by the office building l-ocated at 831 State
Route 716, Ashland, Boyd County, Kentucky. The note is payable in
sixty (60) monthly installnents of 92'7 9 including interest of 4t per
annum with a bal-loon palment due on October 5, 20'1,3. The balance as of
June 30, 2013 was $31 ,224.

The maturitv of the note receivable is as foflows:

October,2013

TOTAI NOTE RBCEIVABLE

NO.rE 9 - RECIJASSIFICATTONS

s 37,224

9_______3L,22-L

Certain amounts in the prior year financial statements have been
recl-assified for comparative purposes to conform to the presentation in
the current year financial- statements.

20
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In preparing these findlcial statements, the Company has evaluated
eventa and transactl.ons 6or potential recognition or disclosure through
February 27, 20L4, the dtte the financial statements were available to
be issued.
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SAIIITATION DISTRICT NO. II OF BOYD COI'NIIY, KEN:N'CXT
SCEEDT'I,E OE' OPERJATIIIG E:TPENSES

FOR TBE IEAREI EIIDED JI'NE 30. 2013 AIID 2012

TRTAI'I'ENT E:trPENSES :
T reatment
Wage s
Chemica I s
Employee Benefits
Repa i rs
Uti-lities
Payroll Taxes
t ue-L
Contact Labor
Laboratory costs
Equipment Rental
Mi s ce l- Ianeous
Billing Services
Surcharge s

TOTAI., TREATMENT EXPENSES

ADMINISTR]ATION:
Bad Debt ExPense
I nsurance
Legal and Professiona.I
r\f f i^a arrnnl iacverF- -vv

Postage and DeliverY
fri 16-f^1" Faaq
Fh^ i h6ari r' .ru.rY +r.vvr 4.r:,

Bank Charges
Dues and Subscriptions
Meals and Entertainment
Advertising
Bond Expense
Mi sce 1I aneous
Trave I
Training ExPense
Supplemental Income Repalment, net
Licenses and Permits

20t3

s 1,626,036
350,300
183,301
L45,126
92,0'lo

L09,209
25,556
19, I50
11, 035

6,91,0
1,891-
5,887
4,449

3r,302

s_2,s23,522

2012

$ 1,542,611
3'1L , 7 64
766, 450
120 toq
r25,047
118, 333
25, L93
2r, 441

8,050
6,'123
1,947

5

TOTAI, N)MINI STRATION

375

s__15-9;183

92,.525,-8lJ

$ 41,135
27 ,218
20 ,539
1-5, 464
L2,866
11, 400
11,100
5,807
3, 45'l
7,646

918
?33
51- 8
3L2
l-07

25

t---att r*

28,7 50
27,978
26,302
L5, 49'l
13,880
L!, LZJ
t7,206
3,485
1,043
2,051

642
'134

!,5'19
439

8, 151
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cxzBfl oetFcftH ga uuE t_.cP^r,,tcer'YAtiHtff&lii?1il nwspwAr coNTRoL ovER FrNAlrcrAr. REPoRrrNe Al{D oN

_COMPI..TANCEANDOTBER}TATTERSBASEDONAI{AT'DITOFFINN{CXAI'
STATEMENTS PERFORMED IN ACCORDA}ICE WITB

GO\TERNMENT AT'DITING STNiTDARDS

FebruarY 21 , 2074

The Board of Directors
- Sanitation District No. 4

Boyd county, Kentucky

_ hle have audited the financial statements of the sanitation District No'
4 of Boyd County, ientucky as of and for the Vea-r-,e1{9d June 30' 2013' and

have issued o.1r .upoit thdreon dated February 27 20\4 We conducted our audit
in accordance witi auditj-ng standards gen-era11y accepted in the United

- states of America and the standards applicable to financial audits contained
in Gowernnent audiiino Standards, isiuea by the Comptroller General of the
United States '

Internal Control over Financial Reporting -

ManagementoftheDistrictisresponsibleforestablishingand- mainiaininq effective inter.al control over financial- reporting. In
planning u.O putio..i"g ""i audit, we considered the District's internal
control over finincial- reporting as a basis for designing our -auditing

- procedures for the p,rtpo"L rf 6xpressing our opinions on the financial
statements' but not' for the purpose oi expreJsing an opin-ion on.the
effectiveness of the Commission's internal control ovei financial reporti'ng'

- Accordingly, we do not express al. opinion on the effectiveness of the
Commission's internal control over financing reporting'

A deficiency in intetnaf conttoT exists when the design or
- operation of a control doei not allow management or empl oy-e-e s ' ^t-" ,tl-t^.1*o 

tT: l
"but". 

of performing their assigned functions, to prevent' or cletecE ano

correct misstatemenis on a tiirely basis' A niterial r+eakness 1s a

deficiency, or a combination of deficj-encies, in internal control- such that
thereisareasonablepossibilitythatamaterialmisstatementofthe
entity's financial statLments wiir not be prevented' or detected and

corrected on a timelY basis.

ourconsiderationofinternal.controloverfinancial
reportingwasforthelimitedpurposedescribedinthefirstparagraphof
this section and was not designed to identify all deficiencies in internal
control over financial report-ing that might be de-ficiencies, significant
deficiencies or materiat w-eaknesses. t,ie did not identily. any deficiencies
in internal control over financial reporting that we_ consider to be maEerlaI
,r"ain""""", as defined above. Howev^er, wi identified .certain deficiencies
in internal- conirol over financial reporting, described below, that we

consider to Ue slgnifica.rt deficiencies 
- in internal controf over financial

;;;;;i;g. 
- e-riqiiri.rnt deficiency is a deficiency, or a combination of

ZJ



The Board of Directors
Sanitation District No. 4 of Boyd County' Kentucky
Boyd Corinty, Kentucky
February 28, 2014
Page 2

deficiencies, in internal control that is fess severe than a material
weakness, yet important enough to merit attention by those charged with
governance.

1. Because of the size of the sanitation District No. 4 of Boyd
county, Kentucky and the small- number of persons it empl9ys,
it is not possible from a practical perspective to achieve
segregation of duties in many areas ' As a result, a highly
structured internal- controf system cannot exist ' Management
andtheBoardofDirectorsshoufdremainawareofthe
integrity of the employees and the need to provide appropriate
supervision.

2. The staff is competent, capable and performs daily and monthfy
functions weI1. The staf f. is unab.Ie, hor^,ever, to prepare full
accruai basis financial statements with fufl disc.Losure i-n

accordance "ith 
g".t..ully accepted accounting principl-es ' The

staff ieviews drlaft finincial-- statements for materia.I errors
and reasonableness in amounts '

ConpJ.iance and Other Matters'A" part of outaininq reasonabfe. assurance about whether sanitation
District No. 4 of e"VJ-d;""iV, Kentucky's financial statements are free of
material misstatemeni, we pdrformed tests of j-ts compliance with certain
fio"i-i.""t of raws,' rejulations, contracts, and grant agreements'
ioncompLiance with which cbuld have a direct and material effect on the
determination of financial statement accounts. However, providin-g an

;;i;i;;-';;-"".piiu"."-,iin those provisions was nor an obiective of our
audit, and accordingly' we do not express such an opinion' The resul-ts of
our tests disclosed'n6 instances of noncompliance or other matter that are
required to be reported under eovernment Auditino Standards:

This report j.s intended solely for the information and use of

^..rag.^..rt, 
Board of -Oi.ectors, otliers within the entity' qnd f.ederal

awarding agencLes and pass-through entities and is not intended to be and

should not be used bt a't yotte othel than these specj-fied parties'

##+9^"b,^Knn'"kre
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