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Auditor's Respollsibilitiesfor tile Audit of the Financial Statemeuts 

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are 
free from material misstatement, whether due to fraud or error, and to issue an auditor's report that 
includes our opinions. Reasonable assurance is a high level of assurance but is not absolute assurance and 
therefore is not a guarantee that an audit conducted in accordance with GAAS and Government Auditi,:ig 
Standards will always detect a material misstatement when it exists. The risk of not detecting a ~atenal 
misstatement resulting from fraud is higher than for one resulting from error, as fraud may mvolve 
collusion, forgery, intentional omissions, misrepresentations, or the override of internal c~ntrol. 
Misstatements are considered material if there is a substantial likelihood that, individually or in the 
aggregate, they would influence the judgment made by a reasonable user based on the financial 
statements. 

In performing an audit in accordance with GAAS and Government Auditing Standards, we: 

• Exercise professional judgment and maintain professional skepticism throughout the audit. 

• Identify and assess the risks of material misstatement of the financial statements, whether due to 
fraud or error, and design and perform audit procedures responsive to those risks. Such procedures 
include examining, on a test basis, evidence regarding the amounts and disclosures in the financial 
statements. 

• Obtain an understanding of internal control relevant to the audit in order to design audit procedures 
that are appropriate in the circumstances, but not for the purpose of expressing an opinion on the 
effectiveness of the District's internal control. Accordingly, no such opinion is expressed. 

• Evaluate the appropriateness of accounting policies used and the reasonableness of significant 
accounting estimates made by management, as well as evaluate the overall presentation of the 
financial statements. 

• Conclude whether, in our judgment, there are conditions or events, considered in the aggregate, 
that raise substantial doubt about the District's ability to continue as a going concern for a 
reasonable period of time. 

We are required to communicate with those charged with governance regarding, among other matters, the 
planned scope and timing of the audit, significant audit findings, and certain internal control-related 
matters that we identified during the audit. 

Required Supplementary Information 

Accounting principles generally accepted in the United States of America require that the Management's 
Discussion and Analysis information on pages 5 through 7 and the Sche<lult: of District's Proportionalt: 
Share of the Net Pension and OPEB Liability and the Schedule of Pension and OPEB Contributions on 
pages 29 through 35 be presented to supplement the basic financial statements. Such information is the 
responsibility of management and although not a part of the basic financial statements, is required by the 
Governmental Accounting Standards Board who considers it to be an essential part of financial reporting 
for placing the basic financial statements in an appropriate operational, economic, or historical context. 
We have applied certain limited procedures to the required supplementary information in accordance with 
auditing standards generally accepted in the United States of America, which consisted of inquiries of 
management about the methods of preparing the information and comparing the information for 
consistency with management's responses to our inquiries, the basic financial statements, and other 
knowledge we obtained during our audit of the basic financial statements. We do not express an opinion 
or provide any assurance on the information because the limited procedures do not provide us with 
sufficient evidence to express an opinion or provide any assurance. 
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INDEPENDENT AUDITOR'S REPORT 

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

Report on the Audit of the Financial Statements 

Opi11ion 

We have audited the accompanying financial statements of the Sanitation District No. 4 of Boyd County, 
Kentucky (the "District"), as of and for the years ended June 30, 2023 and 2022, and the related notes to 
the financial statements, which collectively comprise the District's basic financial statements as listed in 
the table of contents. 

In our opinion, the financial statements referred to above present fairly, in all material respects, the 
respective financial position of the District, as of June 30, 2023 and 2022, and the respective changes in 
financial position and cash flows thereof for the years then ended in accordance with accounting 
principles generally accepted in the United States of America. 

Basis for Opinion 

We conducted our audit in accordance with auditing standards generally accepted in the United States of 
America (GAAS) and the standards applicable to financial audits contained in Governmenl Auditing 
Standards, issued by the Comptroller General of the United States. Our responsibilities under those 
standards are further described in the Auditor's Responsibilities for the Audit of the Financial Statements 
section of our report. We are required to be independent of the District and to meet our other ethical 
responsibilities, in accordance with the relevant ethical requirements relating to our audit. We believe that 
the audit evidence we have obtained is sufficient and appropriate to provide a basis for our audit opinions. 

Responsibilities of Management/or the Financial Statements 

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

In preparing the financial statements, management is required to evaluate whether there are conditions or 
events, considered in the aggregate, that raise substantial doubt about the District's ability to continue as a 
going concern for twelve months beyond the financial statement date, including any currently known 
information that may raise substantial doubt shortly thereafter. 

Cincinnati, OH 



SANIT A TJON DISTRICT NO. 4 
MANAGEMENT'S DISCUSSION AND ANALYSIS 
FOR THE YEAR ENDED JUNE 30, 2023 AND 2022 

Our discussion and analysis of Sanitation District No. 4 of Boyd County, Kentucky's financial perfonnance 
provides an overview of the District's financial act!vities ~or the fi~cal year ended Jun_e 30, 2_023 and 202?. 
Please read it in conjunctio~ w_ith the acc_ompany1~g _ba,s1c finan~1al stat:1'!1-ents. It ~s our intent that this 
discussion provides all parties interested m the D1stnct s financial _cond1t1on, 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 fonnat issued by the Governmental 
Accounting Standards Board. 

Financial Highlights 

• As of June 30, 2023 and 2022, the District's assets and deferred outflows of $28,195,706 and 
$28,523,975 exceeded liabilities and deferred inflows of$20,740,244 and $21,408,146 by $7,455,462 
and $7,115,829, respectively. This excess includes the net investment in capital assets of$5,509,285 
and $4,880,668, restricted resources of $857,212 and $580,097, which represent money set aside to 
satisfy loan covenants, and unrestricted resources available to continue District operations into the 
next fiscal year of $1,088,965 and $1,655,064, respectively. 

• Current assets (consisting primarily of unrestricted cash balances, accounts receivable, grant 
receivable) as of June 30, 2023 and 2022 were $2,441,191 and $3,303,100 and current liabilities 
payable from those funds were $1 ,421,349 and $1 ,261,529, respectively. 

• During the year ended June 30, 2022, the District issued Refunding Bond Series 2021 E in the 
amount of $1,225,000 to pay off the Bond Series 2003A. The refunding resulted in a net present 
value cash flow savings for the District of $254,781 over the life of the bond. 

• During the year ended June 30, 2022, the District issued Bond Series 2022A in the amount of 
$7,665,000 to take over outstanding bonds in the name of the Boyd County Fiscal Court that were 
originally taken out on the District's behalf. The District also received an additional $2,000,000 
as part of the bond issuance to use for future construction. in connection with taking over the debt 
from the Boyd County Fiscal Court, the District recorded an addition to capital assets in the 
amount of $5,297,722. 

• During the year ended June 30, 2022, the District sold the building and property located at 1440 
Booth Quillen Road and received $275,839 resulting in a gain on the sale in the amount of$173,067. 

Overview of the Financial Statements 

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

Fund Financial Statements 

The fund financial statements provide detailed information about the proprietary fund. When the District 
charges customers for the services it provides, these services are repo1ted in the proprietary fund. 

Notes to the Financial Statements 

The accompanying notes to the financial statements provide information essential to a full W1derstanding of 
the fund financial statements. The notes to the financial statements begin immediately following the basic 
financial statements. 
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Otlzer Information 

Our audit was conducted fo r the purpose of forming opinions on the financial statements that collectively 
comprise the Sanitation District No. 4 of Boyd County, Kentucky 's basic financial statements. The 
schedules of operating expenses are presented for purposes of additional analysis and are not a required 
part of the basic financial statements. 

The schedules of operating expenses are the responsibility of management and were derived from and 
relate directly to the underlying accounting and other records used to prepare the basic financial 
statements. Such information has been subjected to the auditing procedures applied in the audit of the 
basic financial statements and certain additional procedures, including comparing and reconciling such 
information directly to the underlying accounting and other records used to prepare the basic financial 
statements or to the basic financial statements themselves, and other additional procedures in accordance 
with auditing standards generally accepted in the United States of America. In our opinion, the schedules 
of operating expenses are fairly stated, in all material respects, in relation to the basic financial statements 
as a whole. 

Other Reporting Required by Governme1tt Auditing Standards 

In accordance with Government Auditing Standards, we have also issued our report dated Februaty 12, 
2024, on our consideration of Sanitation District No. 4 of Boyd County, Kentucky's internal control over 
financial reporting and on our tests of its compliance with certain provisions of laws, regulations, 
contracts, and grant agreements and other matters. The purpose of that report is solely to describe the 
scope of our testing of internal control over financial reporting and compliance and the results of that 
testing and not to provide an opinion on the effectiveness of the District's internal control over financial 
reporting or on compliance. That report is an integral part of an audit performed in accordance with 
Government Auditing Standards in considering the District's internal control over financial reporting and 
compliance. 

K~ )')~ JJl,)J-4, ~SC 
Ashland, Kentucky 
February 12, 2024 
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For the year ended J unc 30, 2023, the Districts operating revenues decreased from a year ago by $ I 64, I 61 
(2.69%) while operating expenses of all programs and services including depreciation increased by $407,8~8 
(8.84%). Overall, net operating income was $911,0 I 9 for the fiscal year 2023 compared to $ I ,483,028 m 
fiscal year 2022. 

Treatment expenses were $3,918,277 for the year ended June 30, 2023 compared to $3,7 19,969 for the year 
ended June 30, 2022. 

Financial Analysis of the District's Proprietary Fund 

At June 30, 2023 and 2022, the District's proprietary fund reported total net position of $7,455,462 and 
$7, 115,829; an increase of$339,633 or 4.77%. 

Capital Assets 

The District made several capital asset purchases with a total cost of $694,625. These items were purchased 
by the general fund with their prior cash balance. 

At June 30, 2023 and 2022, the District had $21,8 19,546 and $21,843,306 in capital assets, net of 
depreciation, respective! y. 

Debt 

At June 30, 2023 and 2022, the District had bonds and notes payable to Kentucky Rural Water Finance 
Corporation and Kentucky Bond Corporation with remaining balances of $1 8,31 0,26 I and $ 18,962,638 (net 
of discounts and premiums), respectively. 

During the year ended June 30, 2022, the District issued Refunding Bond Series 2021 E in the amount of 
$ 1,225,000 to pay off the Bond Series 2003A and Bond Series 2022A in the amount of $7,665,000 to take 
over outstanding bonds in the name of the Boyd County Fiscal Court that were originally taken out on the 
District' s behalf. 

Economic Factors and Next Year's Rates 

In considering the District's budget for year 2024, the District expects no significant changes, except for the 
additional customers related to the line expansion. Jn addition, rates will be reevaluated due to increased 
costs. 

Contacting the District's Financial Management 

This financial report is designed to provide our citizens, 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 you have questions about this report or need additional financial information, contact the District's 
superintendent, at Sanitation District No. 4 of Boyd Cow1ty, Kentucky, 239 W. Little Gamer Road, Ashland, 
KY, 41102, telephone number (606) 928-3936. 
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et position for the period ending .June 30, 2023 as compared to .June 30, 2022 

CutTent Assets 
Noncuncnt Asset 

Total Assets 

Deferred Outflows 

Cunent Liabilities 
NoncutTent Liabilities 

Total Liabilities 

Deferred lnflows 

Net position 
Net investment in capital 
ao;sets 
Restricted 
Unrestricted 

Total Net position 

June 30, 2023 
$ 2,441,191 

25,392,795 
27.833,986 

$ 

361,720 

1,421,349 
19,152,342 
20,573,691 

166,553 

5,509,285 
857,212 

1,088,965 
7.455,462 

June 30, 2022 
$ 3,303,100 

24,783,133 
28,086,233 

437,742 

1,261,529 
19 814 941 
2 1,076,470 

331 ,676 

4,880,668 
580,097 

1,655,064 
L 7,115.829 

The following table presents a summary of revenue and expense for the fiscal years ended June 30, 2023 and 
2022, respectively. 

2023 2022 
Amount /\mount 

Revenues: 
Services $ 5,930,108 $ 6,089,415 
Miscellaneous income 781 5,635 
Grant income 84,753 338,296 
Gain (loss) on disposal of 

capital assets (141 ,696) 173,067 
r nterest income 74 360 1 349 

Total revenues 5,948.306 6,607,762 

Expenses: 
Treatment expenses 3,918,277 3,719,969 
Administration expenses 515,698 409,923 
Depreciation 576,689 475,399 
Amortization 9,206 6,731 
interest expense 593 603 563 617 

Total expenses 5,613,473 5,175,639 
Income before 

capital contributions 334,833 1,432,123 
Capital contributions 4 800 2 000 

Revenue over (under) 
expenses $ 339,633 $ 1,434,121 

Reporting the District as a Whole 

One of the most important questions asked about the District's finances is, "Is the District as a whole 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 their treatment. An 
overwhelming majority of the District's revenue is received from charges for services. 
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SANITATION DISTRICT NO. 4 OF BOYD CO UNTY, KE NT UCKY 
STATEMENTS OF REVENUES, EXPENSES, AND CHANGES IN NET POSITION 

PROPRIETARY FUND 
FOR THE YEARS ENDED JUNE 30, 2023 A 10 2022 

2023 

Operating revenues: 

Services $ 5,930,108 

M iscellaneous income 78 1 

Tota l operating revenues 5,930,889 

Operating expenses: 

Treatment expenses 3,918,277 
Administrative expenses 515,698 
Depreciat ion 576,689 
Amort ization 9,206 

Total operating expenses 5,0 19,870 

Operating income 9 11,019 

Nonoperating revenues (expenses): 
Interest income 74 ,360 
Interest expense (593,603) 
Gain (loss) on disposal of capital asset ( 141,696) 
Grant income 84,753 

Total nonoperating revenue (expense) (576, 186) 

Income before capital contributions 334,833 

Tap tees 4,800 

Change in net position 339,633 

Net position, Beginning of the year 7,1 15,829 

Net posit ion, End of year $ 7,455,462 

The accompanving notes to tinancial statements 

are an int.:gral part of these statements. 
- 9 -

2022 

$ 6,089,415 
5,635 

6,095,050 

3,719,969 
409,923 
475,399 

6,731 
4,612,022 

1,483,028 

1,349 
(563,6 17) 
173,067 
338,296 
(50,905) 

1,432, 123 

2,000 

1,434, 123 

5,68 1,706 

$ 7,115,829 



S.-\N IT.-\ TIO'l l>ISTHlCT NO. -I OF BOYD COlli\TY. KENTUCKY 
ST.-\ n :,\I ENTS OF NET rosrnO:'\' 

l' IU>rRIET,\RY FUN LJ 
J l.i:'\'E JO, 2023 A:'\'D 2022 

Assets 

C urrent ~,sscls. 
Cash and cash equivalents 

Accounts receivahlc (Net or allowance for bad de ht 
of$ I 90,551 and$ I 90,55 1, ,cspcct,vely) 

Grant rece ivable 
Other assets 

Total current assets 

Noncurrent assets· 
Resmcted cash and cash equivalents 
Capital assets, net of accumulated depreciation 

Total noncurrcnt assets 

Total assets 

Deferred Outflows of Resources 
Deferred outflows - OPEB re lated 
Deferred outflows - pension related 

Total deferred outflows of resources 
Total assets and deferred outflows 

Liabili tics 
Current liabilities: 

Accounts payable 
Accrued payroll liabilit,es 
Accrued interest payable 
Accrued wages payable 
Accrued other payroll payable 
Bonds payable - current 

Total current liabilities 

Noncurrent liabili ties: 
Bonds payable, net o f current portion. 
less - bond issuance discounts, plus - bond iss,rnncc premiums 

Net O PEB liability 
Net pension liability 

Total noncurrent liabilit ies 

Total liabilities 

l>cfrrrcd lnOows of Resou rces 
Defe rred inflows OPEB related 
Deferred inflows pension related 

Tn1al deterred inflows or resources 

~et Position 
Net investment in capital assets 
Restricted for loan repayment 
Unrestricted 

Total net position 
Total l,ahilitics. defrrred inflows and net posiuon 

$ 

$ 

$ 

$ 

rhi: ai.:co111panying notes to tin:.mc1<ll ,;ta1 c::111en1 <; 

are an 1111cgral p,11 1 of lhtse stat~menl "i 
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2023 

1,3.12,58 I 

1, 106,994 

1,61 6 
2.441, 191 

3,5 73,249 
2 1,81 9,546 
25,392,795 

27,833,986 

I S0,598 
211,122 
36 1,720 

28,1 95,706 

443,170 
6,31 2 

171,994 

2, 123 
797,750 

1,421 ,349 

17,51 2,511 
JSl,G21 

1,288,21 0 
19, I 52,342 

20,573,69 1 

136.9 13 
29,640 

166.553 

5509.285 
857.21 2 

1,088.965 
7,455.462 

28,1 95.706 

2022 

'j; 2,059,777 

1,242,778 

545 
3,303, 100 

2,939,827 
21 ,843,306 
24,783, 133 

28,086,233 

21 1,801 
225,941 
43 7,742 

$ 28,523,975 

$ 464,630 
4,93 1 

129,455 

930 
661,583 

1,261 ,529 

18,30 I ,055 
349,540 

I , 164,346 

19,814,94 1 

21 ,076.4 70 

163.381 
I 68,295 

33 1,676 

4,880.668 

580.097 

1.655.064 
7. 115.829 

$ 28.523.975 



SA IT ATION DISTRICT NO. 4 
OF BOYD COUNTY, KENTUCKY 

NOTES TO FINANCIAL ST A TEMENTS 
FOR THE YEAR ENDED JUNE 30, 2023 AND 2022 

The fmancial statements of the Sanitation District No. 4 of Boyd County, Kentucky ("the District") have 
been prepared in accordance with generally accepted accounting princip_les in the United States of An~erica 
(GAAP) as applied to governmental units. Th? Government~! Accow~tmg Standards Bo3.r:d (~ASB) 1s the 
standard-setting body of governmental accounting and financial rcpottmg. The GASB penod1cally updates 
its codification of the existing Governmental Accounting and Financial Reporting Standards which, along 
with subsequent GASB pronouncements (Statements and Interpretations), constitutes GAAP for 
governmental wuts. The more significant of these accounting policies are described below, and where 
appropriate, subsequent pronouncements will be referenced. 

(1) SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 

Nature of Operations 

Sanitation District No. 4 of Boyd County, Kentucky is a Sanitation District created and existing pursuant 
to the provisions of Section 220.010 through 220.54 of the Kentucky Revised Statutes. 

The District was created by ordinance of the Boyd County Fiscal Court on December 30, 1978, duly 
certified and recorded as provided in KRS 220.1 10. The purpose of the District is to provide sanitation 
sewer services to a portion of Boyd County, Kentucky. 

The District is governed by a Board of Directors consisting of three members, who are appointed by the 
County Judge of Boyd County, Kentucky. The Board of Directors is a corporate body, having the right, 
power and duty to make provision for "the collection and disposal of sewage and other liquid wastes 
produced within the District and to establish rates or charges and make reasonable regulations with regard 
to such service." It is authorized to finance its proper undertakings through the issuance of "Sanitation 
District (Revenue) Bonds." 

Under Section 115 of the Internal Revenue Code of 1986, the District is exempt from income taxes; 
therefore, no provision has been made. 

Reporting Entity 

The District's basic financial statements include the accounts of all District operations. The criteria for 
including organizations as component units within the District's reporting entity, as set forth in Section 
2100 of the Governmental Accounting Standards Board (GASB) Codification of Governmental 
Accounting and Financial Standards, include whether: 

• the District is legally separate (can sue and be sued in their own name) 

• the District holds the corporate powers of the organization 

• the District appoints a voting majority of the organization's board 

• the District is able to impose its will on the organization 

• the organization has the potential to impose financial benefit/burden on the District 

• there is fiscal dependency by the organization on the District 

Based on the aforementioned criteria, the District has no component units. 
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SANITATION DISTRICT .'10. 4 OF BO \'D COUNT\', Kl•::-.•n;C:KY 
ST,\ TF.\IENTS OF C/\SII FLOWS 

l'ROJ'RIETARY FL IN () 

FOR TII E VF.AR ENDED .JUNE 30, 2023 A.'/0 2022 

Cash Oows from operating activities: 
RL-ceipts from customers 
Payments lo s upplies 
Payments to employees 

Net cash provided by operating activities 

Cash Oows from noncapital financing activities: 
Grant income 

Net cash provided by noncapital fi nancing activities 

Cash Oows from capital and related financing activities: 

Proceeds from issuance of debt 
Principal paid on long ter111 debt 
lnterest paid on long term debt 

Capital contributions 
Proceeds from sale of capital assets 
Purchases of capital assets 

Net cash provided by (used for) capital and related financing activities 

Cash Oows fro111 investing activities: 
Interest inco111e 

Net cash provided by investing activities 

Net increase (decrease) in cash and cash equivalents 

Cash and cash equivalents, Beginning of the year 

Cash and cash equivalents, End of year 

Reconci liation of operating income 10 net cash provided by 

operating activities: 
Operating inco111e 
Adjustments to reconcile operating loss to 

net cash provided by operating activities: 

Depreciation 
Amo11ization 
Net OPEB adjustment 
Net pension adjustment 

Change in assets and liabilities: 
Accounts rece ivable 
Other assets 
Accounts payable 

Accrued payroll liabilities 
/\ cc rued wages 

Tota l adjustments 
N~t cash provided by operating activitie~ 

Reconciliation of cash: 

Cash and cas h equivalents 
Restricted cash and cn,h equivalents 
Cash and cash equivalents. End of) c,u 

The a,·co111pa11yi11g notes to financial statements 
a1 1..: ,11, intcgr;i l pnrl of 1hcs~ statcmcnt'I. 

• 10 • 

$ 

$ 

$ 

$ 

$ 

$ 

2023 

6,066,673 
(3,854,205) 

(562,883) 
1,649,585 

84,753 
84,753 

(66 I ,583) 
(55 1,064) 

4,800 

(694,625) 
(I, 902,472) 

74,360 
74,360 

(93,774) 

4,999,604 

4,905,830 

9 11 ,0 19 

576,689 
9,206 

36,816 
28 

135. 784 
( 1,07 I) 

(21.460) 
2,574 

7 38.566 
1,649.585 

1,332.581 
3.573.249 
4,905.830 

$ 

$ 

$ 

$ 

$ 

$ 

2022 

6,088,494 
(3,599,532) 

(4 15,555) 
2,073,407 

367.525 
367,525 

8,826,063 
(1,669. 167) 

(51 7 .80 I ) 
2,000 

275,839 
(5,469,094) 
1,447,840 

1,349 
1,349 

3,890,12 1 

1,109,483 

4,999,604 

1,483,028 

475,399 
6,731 

14,083 
64,077 

(6.556) 
801 

39.842 
1.800 

{5,800) 
590,379 

2,073.407 

2.059. 777 
2.939.827 
4.999.604 



Depreciation expense for the years ended June 30, 2023 and 2022 ""as $576,689 and $475,399, 
res pee ti vely. 

Capital additions, improvements and major renewals a~e capitalized, whereas m~intenance, repairs and 
minor renewals are charged to expenses when they are 111cutTed. In the case of disposals, the a~sets and 
related reserves are removed from the accounts, and the net amount, less any proceeds from disposals, 
is charged or credited to revenues. 

Long-Term Obligations. Long-term liabilities reported in the statement of net position include 
principal outstanding on notes. 

Net Position. Net position is reported in three categories: net investment in capital asset~; restricted net 
position; and unrestricted net position. Net investment in capital assets, represents cap1t~l. assets, less 
accumulated depreciation, less outstanding principal of related debt. Restncted net pos1t10n reflec_ts 
funds held in various reserve accounts to meet the various covenants as may be specified and defined m 
the revenue bond and note indentures or as deemed appropriate by management. All other net 
position is considered unrestricted. 

Bond Issuance Costs 

Debt issuance costs are expensed in the period they are incurred. Bond issuance costs were $-0- and 
$148,025 for the years ended June 30, 2023 and 2022, respectively. 

Long-Term Liabilities 

In the financial statements, long-term debt and other long-term obligations are reported as liabilities in the 
applicable business-type activities, or proprietary fund type statement of net position. Initial issuance costs 
are deferred and amortized over the life of the bonds using the straight-line method. 

Interest Expense 

Interest expense incurred during the construction of financed projects is capitalized during the construction 
period. Interest expense was $593,603 and $563,617 for the years ended June 30, 2023 and 2022, 
respectively. 

Encumbrances 

The District does not use a system of encumbrances in their accounting and reporting methods. 

Capital Grants/Contributions 

Grants that are restricted to the purchase of property, plant and equipment are recorded as other income, 
per GASB 33. The District received capital grants of $-0- and $-0- for the years ended June 30, 2023 and 
2022, respectively. 

Tap fees are also recorded as capital contribution income, per GASB 33. These fees represent the 
increased value in property, plant and equipment resulting from the addition of customers to the utility 
distribution system. The total amount of tap fees was $4,800 and $2,000 for the years ended June 30, 
2023 and 2022, respectively. 

Deferred Outflows/Inflows of Resources 

In addition to assets, the Statements of Net Position will sometimes repo1t a separate section for deferred 
outflows of resources. This separate financial statement element, deferred outflows of resow-ces, 
represents a consumption of net position that applies to future periods and so will not be recognized as an 
outflow of resources (expense/expenditure) unti l then. 
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Basis of Accounting 

The D!strict 's operations are class_if\e_d as an E nte1yr~se Fund tha_t accounts for the acquis ition, 
operation, and maintenance of a~t1v1t1es tha~ are similar to a busmess. The Enterp rise f und is 
accounted for on ~he accrual basis _of _a??ountmg. Revenues are recognized in the period earned, and 
expenses are recognized at the time liab1l1t1es are incurred. The Enterprise Fund distinguishes operating 
reve~u_es and ~xpenses from n?noperatin~ ite:11s- Oper~ting revenues and expenses generally result from 
prov,_dmg serv1~es a1'.~ prod_uc1_ng and del_ivenng goods m connection with an Enterprise Fund 's principal 
ongomg operations. f he pnnc1pal operatmg revenue of the District are charges to customers for sales and 
services. The District also recognizes connection fees intended to recover the costs of connecting new 
customers to the uti lity system as operating revenue. Operating expenses for an Enterprise Fund include 
the cost of sales and services, administrative expenses, and depreciation on capital assets. All revenues 
and expenses not meeting this definition are reported as nonoperating revenues and expenses. When both 
restricted and unrestricted resources are available for use, it is the District's policy to use restricted 
resources first, then unrestricted resources as they are needed. 

Use of Estimates 

The preparation of financial statements in conformity with generally accepted accounting principles in the 
United States of America requires management to make estimates and assumptions that affect the 
reported amounts of assets and liabilities and disclosure of contingent assets and liabilities at the 
date of the financial statements and the reported revenues and expenses during the reporting period. 
Material estimates that are particularly susceptible to significant change relate to the determination of the 
a llowance for account balances deemed not collectible, and the time period used to depreciate the 
capital assets. Actual results could differ from estimated amounts. 

Advertising Expense 

Advertising expense for the years ended June 30, 2023 and 2022 was $3,362 and $2,507, respectively. 

Assets, Liabilities, and Net Position 

Cash and cash equivalents. For purposes of reporting cash flows, cash and cash eq ui val en ts consist of 
cash on hand, cash on deposit with banks, and certificates of deposit with an original maturity of less than 
three months (including amounts held in restricted asset accounts). 

Accounts Receivable. Accounts receivable consists of billings of $1,297,545 and $ 1,433,329 to the 
residents of Boyd County, Kentucky and the Federal Correctional Institution of Ashland, Kentucky, 
which were not collated as of June 30, 2023 and 2022, respectively. An allowance for douhtful accounts 
is used on the indirect write off method and monitored for non-pay customers. The balance for doubtful 
accounts for June 30, 2023 and 2022 was $190,55 1 and $190,551, respectively. 

Grant Receivable. Grant receivable consists of amounts disbursed that have not yet been reimbursed with 
approved grant funds. 

Restricted Assets. Certain proceeds of revenue bonds, as we ll as certain resources set aside for their 
payment, including reserve requirements, are classified as restricted assets on the statement of net position 
since their use is limited by applicable bond and note indentures. 

Capital Assets. Expenditures for items having a useful life greater than one year are capitalized. Capital assets 
are stated at historical cost. Depreciation is provided over the estimated useful lives of the related a<;sets using 
the straight-line method as follows: 

Buildings and property 
Furniture, fixtures and equipment 

- 12 -

I 0-60 years 
3-10 years 



• Pledges of future revenues when resources are not received by the pledging government. 

Requirements that relate to the extension of the use of LIBOR, accounting for S~AP distributions, 
disclosures for non-monetary transactions, pledges of future revenues by pledging gove_mments, 
clarifications of certain provisions in Statement No. 3~, and termi1:olo&y updates wer~ effective upon 
issuance. Requirements related t~ l~ases, ~ub\ic-pu?hc. and pubhc~pn vate partnerships (PP~s), and 
SBIT As were effective for the D1stnct beginnmg with its ye~r ending J~ne 30, 202~. ~equir~me_nts 
related to other requirements related to derivative instrume~t_s will be ~ffect1ve for the D1stn~t begmmng 
with its year ending June 30, 2024. Adoption o_f ~e prov1s1011:s required thru the year end1~g June 30, 
2023 did not have a material effect on the D1stnct s financial statements. Management 1s currently 
evaluating the impact of the remaining provisions of this Statement on its financial statements. 

In June 2022 the GASS issued Statement No. 100, Accounting Changes and Error Corrections (an 
amendment of GASB Statement No. 62) ("GASB 100"), whic~ has as its_ primary objective ~o provide 
more straightforward guidance that is easier to understand and 1s more reliable, relevant, consistent, and 
comparable across governments for making decisions and assessing accountability. Improving the clarity 
of accounting and financial reporting requirements for accounting changes and error corrections will 
mean greater consistency in the application of these requirements in general. 

GASB 100 prescribes accounting and financial reporting for each category of accounting change and error 
corrections, requiring that: 

• Changes in accounting principle and error corrections be reported retroactively by restating 
prior periods; 

• Changes in accounting estimate be reported prospectively by recognizing the change in the 
current period; and 

• Changes to and within the financial reporting entity he reported by adjusting beginning 
balances of the current period. · 

• Governments disclose the effects of each accounting change and error correction on 
beginning balances in a tabular format. 

The r~qu_ireme11:ts ?f G~SB_ l 00 will b~ effective for accounting chang~s and error corrections made by 
the D1stnct beg1nnmg with its year endmg June 30, 2024. Management 1s currently evaluating the impact 
of this Statement on its Cinancial statements. 

In June 2022, the GASB issued Statement No. 101 , Compensated Absences ("GASB 10 l "), which 
supersedes the guidance in Statement No. 16, Accounting for Compensated Absences, issued in 1992. 
GASB 10 1 aligns recognition and measurement guidance for all types of compensated absences under a 
unified model. It also requires that a liability for specific types of compensated absences not be 
recognized until the leave is used. Additionally, it establishes guidance for measuring a liability for leave 
that has not been used, generally using ari employee's pay rate as of the date of the financial statements. 
For example, a liability for leave that has not been used would be recognized if the leave: 

• Is attributable to services already rendered; 
• Accumulates; and 
• Is more likely than not to be used for time off or otherwise paid or settled. Some exceptions to this 

general rule include parental leave, military leave arid jury duty leave for which a liability would 
not be recognized until the leave commences. 

Additionally, GASB 101 (1) provides an alternative to the existing requirement to disclose the gross 
annual increases and decreases in long-term liability for compensated absences, allowing governments to 
disclose only the net annual change in the liability as long as it is identified as such; and (2) removes the 
disclosure of the government funds used to liquidate the liability for compensated absences. The 
requirements of GASB 101 will be effective for the District beginning with its year ending June 30, 2025. 
Management is currently evaluating the impact of this Statement on its financial statements. 
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In a~?iti<;m to liabilities, the Stat~ments of Net Position will sometimes report a separate section for 
dcf~11_ed inflows o[ :~sourc_es. Th ,~ .separate fin~ncial statement element, deferred inflows of resources, 
:ep

0
• 1esems an acqu1s1t10n ot net P?Stllon.that applies to future periods anJ so will not be recognized as an 

111 ow of resources (revenue) until that tune. 

Pension 

for purposes of measuring .the net pension liability , deferred outflows of resow-ces and deferred inflows 
of r.e~ources rela~e? to pensions,. and pension expense, information about the pension plan's fiduciary net 
pos1t1on and add1t1ons to/deductions from the plan's fiduciary net position have been determined on the 
same basis as t~ey _are reported by ~he plan. For this purpose, benefit payments (including refunds of 
employee contnbutions) are recogmzed when due and payable in accordance with the benefit tem1s. 
Investments are reported at fair value. 

Postemployment Benefits Other Than Pensions (OPEB) 

For purposes of measuring the liability, deferred outflows of resources and deferred inflows of resources 
related to OPEB, and OPEB expense, information about the OPEB plan's fiduciary net position and 
additions to/deductions from the plans' fiduciary net position have been determined on the same basis as 
they are reported by plans. For this purpose, benefit payments (including refunds of employee 
contributions) are recognized when due and payable in accordance with the benefit terms. Investments are 
reported at fair value, except for money market investments and participating interest-earning investment 
contracts that have a maturity at the time of purchase of one year or less, which are reported at cost. 

Recent Accounting Pronouncements 

In May 2020, the GASB issued Statement No. 96, Subscription-Based Information Technology 
Arrangements ("GASB 96"). GASB 96 provides guidance on the accounting and financial reporting for 
subscription-based information technology arrangements (SBITAs) for governments, The Statement (1) 
defines a SBITA; (2) establishes that a SBIT A results in a right-to-use subscription asset, an intangible 
asset, and a corresponding subscription liability; (3) provides the capitalization criteria for outlays other 
than subscription payments, including implementation costs of a SBIT A; and ( 4) requires note disclosures 
regarding a SBIT A. To the extent relevant, the standards for SBIT As are based on the standards 
established in Statement No. 87, Leases, as amended. GASB 96 was effective for the District beginning 
with its year ending June 30, 2023. The adoption of this standard did not have a material effect on the 
District's financial statements. 

In May 2022, the GASB issued Statement No. 99, Omnibus 2022 ("GASB 99"), to provide guidance 
addressing various accounting and financial reporting issues identified during the implementation and 
application of certain GASB pronouncements or during the due process on other pronouncements. GASB 
99 addresses, among other matters: 

• Accounting and financial reporting for exchange or exchange-like financial guarantees; 
• Clarification of certain provisions of Statement No.: 

o 34, Basic Financial Statements-and Management's Discussion and Analysis-for 
State and Local Governments, 

o 87, Leases, 
o 94, Public-Private and Public-Public Paitnership and Availability Payment 

Arrangements, 
o 96, Subscription-Based Information Technology Arrangements (SBIT A); 

• Replacing the original deadline for use of the London Interbank Offered Rate (LIBOR) as 
a benchmark interest rate for hedges of interest rate risk of taxable debt with a deadline for 
when LIBOR ceases to be determined by the ICE Benchn1ark Administration using the 
methodology in place as of December 31 , 2021; 

• Accounting for the distribution of benefits as part of the Supplemental Nutrition Assistance 
Program (SNAP); 

• Disclosures related to non-monetary transactions; and 

- 14 -



Accumulated deprcciati on: 
Lines and extensions 
20 I SA BCFC sewer lines 
2022A BCFC sewer lines 
Route 5 Expansion 
Equipment 
Vehicles 
Office building 

June 30. 2022 
Non-depreciable: 

Land 
Construction in progress 

Depreciable: 
Lines and extensions 
2015A BCFC sewer lines 
2022A BCFC sewer lines 
Route 5 Expansion 
Equipment 
Vehicles 
Office building 

Accumulated depreciation: 
Lines and extensions 
2015A BCFC sewer lines 
2022A BCFC sewer lines 
Route 5 Expansion 
Equipment 
Vehicles 
Office building 

(5) LONG-TERM DEBT 

3,134,406 
1,130,773 

26,489 
174,923 
657,420 
315,949 
311.941 

5 751.90 1 
$___2 L843,3Q6 $ 

Balance 
July 1, 2021 

$ 30,717 $ 

7,582,394 
8,076,93 1 

4,997,812 
692,3 83 
315j947 
624 863 

22,321,047 

2,993,552 
969,234 

74,967 
630,574 
311 ,508 
388,829 

5,368.664 
$ 16,952,383 $ 

140,854 3,275,260 
16 1,539 1,292,3 12 
105,954 132,443 
99,956 274,879 
34,394 69 1,814 
24,275 340,224 
9 717 321 658 

576 689 6,328,590 
LI 7,936 L_ 141,6.26 $ _ 21,819,SAQ 

Balance 
Additions Deletions June 30, 2022 

$ $ 30,717 
141 ,696 141 ,696 

7,582,394 
8,076,931 

5,297,722 5,297,722 
4,997,81 2 

29,676 722,059 
315,947 

194 934 429 929 
5,469,094 194 934 27,595.207 

140,854 3,134,406 
16 1,539 1,130,773 
26,489 26,489 
99,956 174,923 
26,846 657,420 
4,441 315,949 

15 274 - - -· 92.162 311 941 
475 399 92.162 5,751,901 

4,993,69~ $____ 102,772 L 21 ,843,306 

Revenue honds and notes payable consist of the following at June 30, 2023 and 2022: 

2023 2022 

$8,715,000 bonds payable in variable annual 
installments through January I , 2038, with an 
interest rate from 2.00% to 3.75%. 

$1 ,225,000 bonds payable in variable annual 
installments through February I, 2033, with a 
fixed interest rate of 2.00%. 

$7,665,000 bonds payable in variable annual 
installments through February l , 2043, with an 
interest rate from 3.00% to 3.50%. 

$3,730,000 bonds payable in variable annual 
installments through January I, 2058, with an 
interest rate of 1.875%. 

- 17 -

$ 6,280,000 $ 6,637,083 

1,1 15,000 

7,515,000 

3.571,500 
18,481 ,500 

1,215,000 

7,665,000 

3,626.000 
19,143,083 



(2) CASI I AND I VESTMEJ\TS 

Custodial credit risk for depos its is the risk that in the event of a bank fa ilure, the District's funds 
on deposit with the banks may not be returned to the District. 

At June 30, 2023, the carrying amount of the District's deposits was $4,905,830 and the bank balances 
totaled $4,912,074. The bank balances are categorized as fo llows: 

Amount insured by the FDIC 
Amount collateralized with securities 
held by the bank in the District's name 

Uncollateralized 
Total 

$ 964,145 

3,947,929 

$ 4,912,074 

(3) RESTRICTED ASSETS AND RESERVE NET ASSETS 

The District has a portion of its net assets restricted in connection with assets restricted in use, bond 
interest and redemption. Restricted net assets includes the excess of restricted cash over liabilities 
payable from restricted cash. 

As of June 30, 2023 and 2022, restricted cash was as follows: 

Reserve Fund 
Depreciation Reserve 
Funds for Construction 
Bond and Interest 

( 4) CAP IT AL ASSETS 

2023 
$ 202,903 $ 

660,819 
2,055,2 19 

654 308 
$ 3,573,249 $ 

2022 
197,550 
359,730 

2,000,000 
382 547 

2,939,827 

Changes in Capital Assets. The following is a summary of changes in capital assets and accumulated 
depreciation for the year ended June 30, 2023 and 2022: 

June 30, 2023 Balance Balance 
Non-depreciable: Julx I, 2022 Additions Deletions June 30, 2023 

Land $ 30,717 $ 425,207 $ $ 455,924 
Construction in progress 141,696 141,696 

Depreciable: 
Lines and extensions 7,582,394 7,582,394 
2015A BCFC sewer lines 8,076,931 8,076,931 
2022A BCFC sewer lines 5,297,722 5,297,722 
Route 5 Expansion 4,997,8 12 4,997,812 
Equipment 722,059 85,416 807,475 
Vehicles 315,947 184,002 499,949 
Office building 429,929 429,929 

27,595.207 694 625 141.696 28,148,136 
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Bond and Interest Sinking Fund - The Governmental Agency is obligated upon the issuance of the 
obligations to provide for debt service requirements of the obligations. 

If the Governmental Agency, for any reason, shall fail t~ m~c any n~on~Jy deposit as requ~red, th~n an 
an10unt equal to the deficiency shall be set apart and deposited mto the Sinking F~md out o_f the f 1r~t ava1la?le 
revenues in the ensuino months, which shall be in addition to the monthly deposit otherwise_ requrred dunng 
such succeeding months. Whenever there shall accu~ulate in ~he_ Sinking _Fund amounts m excess of ~he 
requirements during the next twelve months for paymg the p_nnc1pal and mterest due on the o~tstandmg 
bonds, as same fall due, such excess may be used for redemption of prepayment of any outstandmg bonds, 
subject to the terms and conditions set forth therein, prior to maturity. 

The 2015A bond issuance set up a Sinking Fund that was fully funded at the time of issuance. As of June 30, 
2023 and 2022 the Sinking Fund related 2015A bond issuance has total funds in the amount of $ 11 6,790 and 
$113,345, respectively. The Sinking Fund is in compliance with the Kentucky Rural Water Finance 
Corporation requirement. 

The 2019 bond issuance provides that monthly payments be made into this account that are equal to one
twelfth (1/12) of the next debt service requirement. As of June 30, 2023 and 2022 the Sinking Fund related to 
the Route 5 Expansion has total funds in the amount of $255,550 and $137,746, respectively. The Sinking 
Fund is in compliance with the Kentucky Rural Water Finance Corporation requirement. 

The 2021 E bond issuance provides that monthly payments be made into this account that are equal to one
twelfth ( l/12) of the next debt service requirement. As of June 30, 2023 and 2022 the Sinking Fund related to 
the 2021E issuance has total funds in the amount of $56,239 and $53,245, respectively. The Sinking Fund is 
in compliance with the Kentucky Rural Water Finance Corporation requirement. 

The 2022A bond issuance provides that monthly payments be made into this account that are equal to one
twelfth (1/12) of the next debt service requirement. As of June 30, 2023 and 2022 the Sinking Fund related to 
the 2022A issuance has total funds in the amount of $225,730 and $75,944, respectively. The Sinking Fund 
is in compliance with the Kentucky Rural Water Finance Corporation requirement. 

Revenue Fund - The Governmental Agency covenants and agrees that it will deposit in the Revenue Fund, 
promptly as received from time to time, all revenues of the District. The moneys in the Revenue Fund shall 
be used, disbursed and applied by the Governmental Agency only for the purpose in the manner and order of 
priorities specified in Assistance Agreement, all as permitted by the Act, and in accordance with previous 
contractual commitments. 

Operation and Maintenance Fund - Sums sufficient to meet cwTent expenses of operating and maintaining 
the system shall be transferred monthly from the Reserve Fund and deposited into the Operation and 
Maintenance Fund. The balance maintained in said Operation and Maintenance Fund shall not be in excess 
of the amount required to cover anticipated System expenditures for a two-month pursuant to the 
Governmental Agency's annual budget. 

Surplus Funds - Subject to the provisions for the disposition of the income and revenues of the System as 
set fo1th herein above, which provisions are cumulative, and after paying or providing for the payment of 
debt service on any subordinate obligations, there shall be transferred, within si::\.'ty days after the end of each 
fiscal year, the balance of excess funds in the Revenue Fund on such date to the Sinking Fund to be applied 
to the maximum extent feasible to the prompt purchase or redemption of Outstanding Bonds. 

Depreciation Reserve - The District has temporarily suspended the designated payment for $22,000 a month 
to be placed in the depreciation reserve account to be used for major repairs and maintenance of the sewer 
system. This account is restricted by the Board of Directors to offset for depreciation expense of the system 
itself. The balance of the depreciation reserve at June 30, 2023 and 2022 was $660,819 and $359,730, 
respectively. 
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Less portion classified as current liability 
Less di scount and premiums on bonds, net 

(797,750) (661,583) 
_ (171,239) (180.445) 

June 30, 2023 
Bonds payable 

Plus: Premiums 
on bonds 

Less: Discounts 
on bonds 

$ 

Beginning 
Balance 
19,143,083 $ 

25,585 

Additional 
Proceeds 

(206,030) -----

i -17,512.511 $ 18,301,055 

Reductions/ Ending 
Payments Balance 

$ (661 ,583) $ 18,481 ,500 $ 

(2,417) 23,168 

11 623 

Due Within 
One Year 

797,750 

Total long-term 
liabilities $_l8,962,638 =$===== 

(194,407) ---

==$ =-f 6=¥=2. 3 77) $ 18 ,3 I 0, 261 ==$ = ==7""'97-, 7"""'5==0 

Beginning Additional Reductions/ Ending Due Within 
June 30, 2022 
Bonds payable 

Balance Proceeds Payments Balance One Year 
$ 11,922,250 $ 8,890,000 $ (1 ,669,167) $ 19,143,083 $ 661 ,583 

Plus: Premiums 
on bonds 

Less: Discounts 
on bonds 

27,197 

(123 23 9) _ __,(-'-9=1,~1 3"-4'-'--) 

( 1,612) 25,585 

8 343 (206,030) ----
Total long-term 
liabilities $__ 11, 792,01 I $ ___&,.8_2Q.063 $_(1,662.436) $_ 18,962.638 ""$ = -6=61,,,,,,.5"""'8=3 

During the year ended June 30, 2022, the District issued Refunding Bond Series 2021 E in the amount of 
$1,225,000 to pay off the Bond Series 2003A. The refunding resulted in a net present cashflow savings 
for the District of $254,781 over the life of the bond. 

During the year ended June 30, 2022, the District issued Bond Series 2022A in the amount of $7,665,000 
to take over outstanding bonds in the name of the Boyd County Fiscal Court that were originally taken out 
on the District's behalf. The District also received an additional $2,000,000 as part of the bond issuance 
to use for future construction use. In connection with taking over the debt from the Boyd County Fiscal 
Court, the District recorded an addition to capital assets in the amount of $5,297,722. 

The annual requirements to amo1tize the District's bond indebtedness as of June 30, 2023 (including interest 
payments) are as follows: 

Fiscal Year Princi:gal 
2024 $ 797,750 $ 
2025 822,167 
2026 846,250 
2027 876,167 
2028 902,333 

2029 - 2033 4,943,250 
2034 - 2038 4,418,083 
2039 - 2043 2,855,500 
2044 - 2048 569,500 
2049 - 2053 668,500 
2054 - 2058 782.000 

$__ 18,481 ,500 $__ 

Interest 
540,804 
518,555 
495,595 
471,932 
447,230 

1,026,083 
1,054,871 

474,879 
168,722 
111,731 
44 869 

5,355.271 

Servicing Fees 
$ 39,225 

37,371 
35,462 
33,495 
31,461 

124,501 
63,738 
21,963 

387,.21-6 

Total 
$ 1,377,779 

1,378,093 
1,377,307 
1,381 ,594 
1,381 ,024 
6,093,834 
5,536,692 
3,352,342 

738,222 
780,231 
826,869 

$___M,223 .9~7 

The 2015A and 2022A bond issues were sold at discount of $166,735 and $91,135, respectively. The 
2021E bond issuance was sold at a premium of $27,197. These amounts are being amortized over the life 
of the bonds. 
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net pension liability was based on contributions to CERS during the fiscal year ende? June 30, 2022. At June 
30. 2022 and 2021, the District's proportion was 0.017820% and 0.018262%, respectively. 

for the year ended June 30, 2023, the District recognized pension expen~e of ~pproxima~ely $140,9 15. At 
June 30, 2023, the District repo11cd deferred outflows of resources and deferred inflows of resources related 
to pensions from the following sources: 

Deferred Deferred 
Outflows Inflows 

2023 of Resources of Resources 
Differences between expected and 

$ 1,377 $ 11,472 actual experience 
Changes of assumptions 
Net difference between projected and 

actual earnings on investments 33,025 
Changes in proportion and differences 

between District contributions and 
proportionate share of contributions 43,767 18,168 

District contributions subsequent to 
the measurement date 132 953 

$ 21 l, 122 $ 29/;i4Q 

The $132,953 reported as deferred outflows of resources resulting from District contributions subsequent to 
the measurement date will be recognized as a reduction of the net pension liability in the year ended June 30, 
2024. 

Deferred outflows and inflows related to differences between projected and actual earnings on plan 
investments are netted and amortized over a closed five year period. Other amounts reported as deferred 
outflows of resources and deferred inflows of resources related to pensions are amortized over the average 
service life of all members. These will be recognized in pension expense as follows: 

Year 
2024 
2025 
2026 
2027 

$ 

$ 

28,593 
(5,834) 

(10,825) 
36 595 
48,529 

For the year ended June 30, 2022, the District recognized pension expense of approximately $124,013. At 
June 30, 2022, the District repo11ed deferred outflows of resow·ces and deferred inflows of resources related 
to pensions from the following sources: 

Deferred Deferred 
Outflows Inflows 

2022 of Resources of Resources 
Differences between expected and 

actual experience $ 13,370 $ I 1,301 
Changes of assumptions 15,627 
Net difference between pr~jected and 

actual earnings on investments 155,188 
Changes in propo1tion and differences 

between District contributions and 
proportionate share of contributions 92,627 1,806 

District contributions subsequent to 
the measurement date 104 317 

$ 225~41 $ 168,295 
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Debt . Service Reserve Fund - The 202 l E bond issuance provides that debt service reserve fw1d he 
established. As of June 30, 2023 and 2022, the debt service reserve fund related to the 2021 E issuance has 
total funds in the amount of $44,958 and $44,250, respectively. 

The 2022A bond i~suance provides that debt service reserve fund be established. As of June 30, 2023 and 
2022, the debt service reserve fund related to the 2022A issuance has total funds in the amount of $ 157 945 
and $153,300, respectively. ' 

(6) CONCENTRATIONS OF CREDIT 

The District's revenues are generated from services extended to residents and customers in Boyd County, 
Kentucky. The billings to the Federal Correction Institution in Boyd County, Kentucky account for a 
total of 35.5% of total revenues for the year ended June 30, 2023. Management believes the nature of the 
contracts with all customers is adequate to minimize credit risk. 

(7) RISK MANAGEMENT 

The District is exposed to various risks of loss related to torts, theft of, damage to, and destruction of 
assets; errors and omission; injuries to employees; and natural disasters. The District provides for risk 
financing by purchasing coverage from commercial insurance companies. Commercial coverage with 
respect to workers' compensation is provided under a retrospectively rated contract in which the initial 
premium is adjusted based upon the actual experience during the period of coverage. 

(8) RETIREMENT PLANS 

County Employees Retirement System 

Plan description: Substantially all full-time classified employees of the District participate in the County 
Employees Retirement System ("CERS"). CERS is a cost-sharing, multiple-employer, defined benefit 
pension plan administered by the Kentucky General Assembly. The plan covers substantially all regular full
time members employed in non-hazardous duty positions of each county and school board, and any 
additional eligible local agencies electing to participate in the plan. The plan provides for retirement, 
disability and death benefits to plan members. 

CERS issues a publicly available financial report included in the Kentucky Retirement Systems Annual 
Report that includes financial statements and the required supplementary infonnation for CERS. That report 
may be obtained by writing to Kentucky Retirement Systems, Perimeter Park West, 1260 Louisville Road, 
Frankfort, Kentucky, 40601, or by calling (502) 564-4646 or at https://kyret.ky.gov. 

Benefits provided: Benefits under the plan will vary based on final compensation, years of service and other 
factors as fully described in the plan documents. 

Contributions: Funding for CERS is provided by members, who contribute 5.00% (6.00% for employees 
hired after September I, 2008) of their salary through payroll deductions, and by employers of members. 
For the year ending June 30, 2023, employers were required to contribute 26.79% (23.40% - pension, 3.39% 
- insurance) of the member's salary. For the year ending June 30, 2022, employers were required to 
contribute 26.95% (2 1.1 7% - pension, 5.78% - insw-ance) of the member's salary. During the year ending 
June 10, 2021 and 2022, the District contiibuted $132,953 and $104,317 to the CERS pension plan, 
respectively. The contribution requirements of CERS are established and may be amended by the CERS 
Board of Trustees. 

Pension Liabilities, Pension Expense, and Deferred Outflows of Resources and Deferred Inflows of 
Resources Related to CERS 

A l June 30, 2023, the District reported a liability for its proportionate share of the net pension liability. The 
net pension liability was measw-ed as of June 30, 2022. The total pension liability used to calculate the net 
pension liability was based on an actuarial valuation as of June 30, 2021. An expected total pension liability 
as of June 30, 2022 was determined using standard roll-fonvard techniques. The District's proportion of the 
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Specialty Credit/High Yield 10.00% 2.28% 

Cash 0.00% (0.9 1)% 

Inflation Protected 20.00% 

Real Estate 7.00% 3.67% 

Real Return 13.00% 4.07% 

Expected Real Return lOQ.OQ °.{Q 4.28% 

Long Term Inflation Assumption 2.30% 

Expected . ominal Return for Portfolio 6.58% 

Discount Rate: The discount rate used to measure the total pension liability was 6.25%. The projection of 
cash flows used to determine the discount rate assumed that contributions from plan members and employers 
will be made at statutory contribution rates. Projected inflows from investment earnings were calculated 
using the long·term assumed investment return of 6.25%. The long-term assumed investment rate of return 
was applied to all periods of projected benefit payments to determine the total pension liability. 

Sensitivity of the District's proportionate share of the net pension liability to changes in the discount rate: 
The following presents the District's proportionate share of the net pension liability calculated using the 
discount rate of 6.25%, as well as what the District's proportionate share of the net pension liability would be 
if it were calculated using a discount rate that is I-percentage-point lower (5.25%) or I-percentage-point 
higher (7.25%) than the current rate: 

2023 
District's prop01tionatc share of the 
net pension liability 

2022 
District's proportionate share of the 
net pension liability 

$ 

$ 

1% 
Decrease 
(5.25%) 

1,610,103 $ 

1% 
Decrease 
(5.25%) 

1,493,329 $ 

Ctment 1% 
discount rate Increase 

(6.25%) (7.25%) 

1,288,210 $ 1,021,978 

Current 1% 
discount rate Increase 

(6.25%) (7.25%) 

1,164,346 $ 892,120 

Pension plan fiduciary net position: Detailed information about the pension plan's fiduciary net position is 
available in the separately issued CERS financial report which is publicly available at https://kyret.ky.gov. 

Payables to the pension plan: At June 30, 2023 and 2022, there was a total payable to the CERS pension 
plan of $ 12,609 and $9,830, respectively. 

(9) OTHER POSTEMPLOYMENT BENEFIT ("OPEB") PLANS 

County Employees Retirement System Insurance Fund 

Plan description: The County Employees Retirement System ("CERS") insurance Fund was established to 
provide post-employment healthcare benefits to eligible members and dependents. The CERS Insurance 
Fund is a cost-sharing, multiple employer defined benefit plan administered by the Kentucky Retirement 
Systems' (KRS) board of trustees. 

CERS issues a publicly available financial report included in the Kentucky Retirement Systems Annual 
Report that includes financial statements and the required supplementary information for CERS. That report 
may be obtained by writing to Kentucky Retirement Systems, Perimeter Park West, 1260 Louisville Road, 
Frankfort, Kentucky, 4060 I, or by calling (502) 564-4646 or at https://kyret.ky.gov. 
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The $104,3 17 repmted ~s delencd o_utllows of reso~rces resulting from District contributions subsequent to 
the measmcment date Will be recogmzcd as a reduction of the net pension liability in the year ended June 30 
2023. , 

~eferred outflows and in0ows :elated to differences between projected and actual earnings on plan 
investments are netted and arnort1z~d over a closed five year period. Other amounts reported as deferred 
out~ow~ of r~sources and deferred _mflows of r?soui:ces rel~tcd to pensions are amo1tized over the average 
service hfc of all members. These will be recogmzed m pension expense as fol lows: 

Year 
2023 $ 30,381 
2024 3,583 
2025 (32,039) 
2026 (48,596) 

$ ( 46,671.) 

Actuarial Methods and Assumptions: The total pension liability for CERS was determined by applying 
procedures to the actuarial valuation as of June 30, 2021. The financial reporting actuarial valuation as of 
June 30, 2022, used the following actuarial methods and assumptions: 

Valuation Date 
Measurement Date 
Experience Study 
Actuarial Cost Method 
Amortization Method 
Remaining Amortization Period 
Payroll Growth 
Asset Valuation Method 

Inflation 
Salary Increase 
Investment Rate of Return 

June 30, 202 1 
June 30, 2022 
July 1, 2013 - June 30, 2018 
Entry Age Normal 
Level percentage of pay 
29 years, closed 
2.00% 
20% of the difference between the market value of assets and 

the expected market value of assets is recognized 
2.30% 
3.30% to 10.30%, varies by service 
6.25%, net of pension plan investment expense, including 

inflation 

The mortality table used for active members is PUB-20 IO General Mortality Table projected with ul timate 
rates from the MP-2014 mortality improvement scale using a base year of 2010. For non-disable retired 
members, a system-specific mortality table based on mortality experience from 2013-2018, projected with 
the ultimate rates from MP-2014 mortality improvement scale using a base year of 2019 is utilized. For 
disabled members, the mortality table used is the PUB-20 l 0 Disabled Mortality table, with a 4-year set
forward for both male and fomale rates, projected with the ultimate rates from the MP-2014 mortality 
improvement scale using a base year of 2010. 

The long-term expected rate of return was determined by using a building-block method in which best
estimate ranges of expected future real rate of returns are developed for each asset class. The ranges are 
combined by weighting the expected future real rate of return by the target asset allocation percentage. 

The target allocation and best estimates of arithmetic real rates of return for each major asset class, as 
provided by CERS's investment consultant, are summarized in the following table: 

Target Long-Term Expected Real 

Asset Class Allocation Rate of Return 

Equity 60.00% 
Public Equity 50.00% 4.45% 

Private Equity 10.00% 10.15% 
Fixed Income 20.00% 
Core Bonds 10.00% 0.28% 
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Of the total amount reported as deferred outflows of resources related to OPEB, $19,261 resulting .from 
District contributions subsequent to the measurement date and before the end of the fiscal year will be 
included as a reduction of the collective net OPEB liability in the year ended June 30, 2024. 

Deferred outflows and inflows related to differences between projected and actual earnings on plan 
investments are netted and amortized over a closed five year period. Other amounts rep011ed as deferred 
outflows of resources and deferred inflows of resources related to OPEB are amortized over the average 
service life of all members. These will be recognized in OPEB expense as fo llows: 

Year 
2024 $ 5,521 
2025 5,197 
2026 (16,250) 
2027 (44) 
Thereafter 

$ (5,57~) 

For the year ended June 30, 2022, the District recognized OPEB expense of $52,899, including an 
implicit subsidy of$ I 0,335. At June 30, 2022, the District reported deferred outflows of resources and 
deterred inflows of resources related to OPEBs from the following sources: 

Deferred Defcn-ed 
Outflows inflows 

2022 of Resources of Resources 
Differences between expected and 
actual expetience $ 54,965 $ 104,361 

Changes of assumptions 92,670 325 
Net difference between projected and 

actual earnings on investments 54,681 
Changes in prop01tion and differences 
between District conttibutions and 
proportionate share of contributions 35,685 4,014 

District contributions subsequent to 
the measurement date 28 481 

$ 211,801 $ 163,381 

Of the total amount reported as deferred outflows of resources related to OPEB, $28,481 resulting from 
pistrict contributions subsequent to the measurement date and before the end of the fiscal year will be 
mcluded as a reduction of the collective net OPEB liability in the year ended June 30, 2023. 

p efcrred outflows and inflows ~elated to differences between projected and actual earnings on plan 
mvestments are netted and amortized over a closed five year period. Other amounts reported as deferred 
outflows of resources and deferred inflows of resources related to OPEB are amortized over the average 
service life of all members. These will be recognized in OPEB expense as follows: 

Year 
2023 $ 16,883 
2024 8,560 
2025 8,214 
2026 (13,718) 
Thereafter 

$ 19,932 

Actuarial Methods and Assumptions - The total OPEB liability in the June 30, 2022 actuarial valuation 
was determined using the following actuarial assumptions, applied to all periods included in the 
measurement: 
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B~n~fi:'! provided: C~RS health ins~an~e benefits are subject to va1ious participation dates to detennine 
ehg1b11Ity. and health insurance contnbutLOn rates. For employees who initiated participation in the CERS 
system pnor to July l , 2003, KRS pays a percentage of the monthly contribution rate for insurance coverage 
based on the retired member's years of service and type of service. Non-hazardous members receive a 
contribution subsidy for only the member's health insurance premium. 

Perc_entage of contribution ranges from 0% for less than 4 years of service to I 00% for 20 years or more of 
service. For members who initiated participation in the CERS system after July 1, 2003 until August 31 , 
2008, members must have 120 months of service in a state-administered retirement system to qualify for 
participation in the KRS health plans. Members who began participating with KRS on or after September I, 
2008, must have 180 months of service upon retirement to participate in the KRS health plans. Non
hazardous retirees receive$ IO toward the monthly premium for each full year of service. 

Contributions. CERS allocates a portion of the employer contributions to the health insurance benefit plans. 
For the year ending June 30, 2023, CERS allocated 3.39% of the 26.79% actuarially required contribution 
rate paid by employers for funding the healthcare benefit. For the year ending June 30, 2022, CERS 
allocated 5.78% of the 24.06% actuarially required contribution rate paid by employers for funding the 
healthcare benefit. In addition, 1.00% of the contributions by employees hired after September 1, 2008 are 
allocated to the health insw-ance plan. During the year ending June 30, 2023 and 2022, the District 
contributed $19,261 and $28,481, respectively, to the CERS Insurance Fund. The contribution requirements 
of CERS are established and may be amended by the CERS Board of Trustees. 

Implicit Subsidy: The fully-insured premiums KRS pays for the Kentucky Employees' Health Plan are 
blended rates based on the combined experience of active and retired members. Because the average cost of 
providing health care benefits to retirees under age 65 is higher than the average cost of providing health care 
benefits to active employees, there is an implicit employer subsidy for the non-Medicare eligible retirees. 
This implicit subsidy is included in the calculation of the total OPEB liability. 

OPEB Liabilities, OPEB Expense, and Deferred Outflows of Resources and Deferred Inflows of 
Resources Related to CERS Insurance Fund 

At June 30, 2023, the District reported a liability for its proportionate share of the net OPEB liability. The 
net OPEB liability was measured as of June 30, 2022. The total OPEB liability used to calculate the net 
OPEB liabi·lity was based on an actuarial valuation as of June 30, 2021. An expected total pension 
liability as of June 30, 2022 was determined using standard roll-forward techniques. The District's 
proportion of the net OPEB liability was based on contributions to CERS during the fiscal year ended 
June 30, 2022. At June 30 2022 and 2021, the District's proportion was 0.017817% and 0.018258%, 
respectively. 

For the year ended June 30, 2023, the District recognized OPEB expense of $59,5 17, including an 
implicit subsidy of $11 ,374. At June 30, 2023, the District reported deferred outflows of resources and 
deferred inflows of resources related to OPEBs from the following sources: 

Deferred Deferred 
Outflows Inflows 

2023 of Resow-ces of Resow-ces 
Differences between expected and 

$ 80,635 actual experience $ 35,394 
Changes of assumptions 55,611 45,823 
Net difference between projected and 
actual earnings on investments 

Changes in proportion and differences 
14,271 

between District contributions and 
proportionate share of contributions 26,061 10,455 

District contributions subsequent to 
the measurement date 19 261 

$ I 50,598 $ 136.913 
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Equity 

Public Equity 

Private Equity 

Fixed Income 
Core Bonds 

Asset Class 

Specialty Credit/High Yield 
Cash 

Inflation Protected 

Real Estate 

Real Return 

Expected Real Return 
Long Term Inflation Assumption 

Expected Nominal Return for Portfolio 

Target 

Allocation 

60.00% 
50.00% 

10.00% 

20.00% 
10.00% 
10.00% 
0.00% 

20.00% 

7.00% 

13.00% 

100.00% 

Long-Term Expected Real 

Rate of Return 

4.45% 

10.15% 

0.28% 
2.28% 

(0.91)% 

3.67% 

4.07% 

4.28% 
2.30% 

6.58% 

Discount rate - The discount rate used to measure the total OPEB liability was 5.70%. The discount rate 
determination used an expected rate of retwn of 6.25%, and a municipal bond rate of 3.69%, as reported 
in Fidelity Index's "20-Year Municipal GO AA Index" as of June 30, 2022. However, the cost associated 
with the implicit employer subsidy was not included in the calculation of the KRS' actuarial determined 
contributions, and any cost associated with the implicit subsidy will not be paid out of the KRS ' trusts. 
Therefore, the municipal bond rate was applied to future expected benefit payments associated with the 
implicit subsidy. 

The following table presents the District's proportionate share of the collective net OPEB liability of the 
System, calculated using the discount rate of 5.70%, as well as what the District' s proportionate share of 
the collective net OPEB liability would be if it were calculated using a discount rate that is 1-percentage
point lower (4.70%) or I-percentage-point higher (6.70%) than the current rate: 

2023 
District's proportionate share of the 
net OPEB liability 

2022 
District's proportionate share of the 
net OPEB liability 

$ 

$ 

1% 
Decrease 
(4.70%) 

470,061 $ 

1% 
Decrease 
(4.20%) 

479,916 $ 

Current 1% 
discount rate Increase 

(5.70%) (6.70%) 

35 1,62 1 $ 253,710 

Current 1% 
discount rate Increase 

(5.20%) (6.20%) 

349,540 $ 242,545 

Sensitivity of the District's proportionate share of the collective net OP EB liability to changes in the 
healthcare cost trend rates: The following presents the District's proportionate share of the collective net 
OPEB liability, as well as what the District's propo1tionate share of the collective net OPEB liability 
would be if it were calculated using healthcare cost trend rates that were I-percentage-point lower or !
percentage-point higher than the current healthcare cost trend rates: 
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Valuation Date 
Measurement Date 
l•:xperience Study 
Actuarial Cost Method 
Amortization Method 
Remaining Amo1tization Period 
Payroll Growth Rate 
Asset Valuation Method 

Inflation 
Salary Increase 
Investment Rate of Return 
Healthcare Trend Rates 
Pre-65 

Post-65 

Mortality 
Pre-retirement 

Post-retirement 
(non-disabled) 

Post-retirement ( disabled) 

June 30, 2021 
June 30, 2022 
July I, 2013 - June 30, 2018 
Entry Age Nomrnl 
Level Percent of Pay 
29 Years, Closed 
2.00% 
20% of the difference between the market value of 
assets and the expected actuarial value of assets is 
recognized 
2.30% 
3.30% to I 0.30%, varies by service 
6.25% 

Initial trend starting at 6.20% at January 1, 2024 and 
gradually decreasing to an ultimate trend rate of 
4.05% over a period of 13 years 
Initial trend starting at 9.00% in 2024, then gradually 
decreasing to an ultimate trend rate of 4.05% over a 
period of 13 years. 

PUB-2010 General Mortality table, for the 
Non-Hazardous Systems, and the PUB- 2010 Public 
Safety Mortality table for the Hazardous Systems, 
projected with the ultimate rates from the MP-2014 
mortality improvement scale using a base year of 2010 
System-specific mortality table based on mo1tality 
experience from 2013- 2018, projected with the ultimate 
rates from MP-2014 mortality improvement scale using 
a base year of 201 9 
PUB-2010 Disabled Mortality table, with a 4-year 
set-forward for both male and female rates, projected 
with the ultimate rates from the MP-2014 mortali ty 
improvement scale using a base year of 20 I 0 

Assumption Changes - The single discount rates used to calculate the total OPEB liability within each plan 
changed since the prior year. The assumed increase in future health care costs, or trend assumption, was 
reviewed during the June 30, 2021, valuation process and was updated to better reflect the plan's anticipated 
long-term healthcare costs. There were no other material assumption changes. 

Senate Bill 209 passed during the 2022 legislative session and increased the insurance dollar contribution for 
members hired on or after July 1, 2003, by $5 for each year of service a member attains over certain 
thresholds, depending on a member's retirement eligibility requirement. This increase in the insurance dollar 
contribution does not increase by 1.5% annually and is only payable for non-Medicare retirees. Additionally, 
it is only payable when the member's applicable insurance fund is at least 90% funded. The increase is first 
payable January 1, 2023. Senate Bill 209 also allows members receiving the insurance dollar contribution to 
participate in a medical insurance reimbursement plan that would provide the reimbursement of premiums 
for health plan!) other than those administered by KPP A. The total OPEB liability as of June 30, 2022, is 
determined using these updated benefit provisions. There were no other material plan provision changes. 

The long-term expected rate of return was determined by using a building-block method in which best
estimate ranges of expected future real rate of returns are developed for each asset class. The ranges are 
combined by weighting the expected future real rate of return by the target asset allocation percentage. 

The target allocation and best estimates of arithmetic real rates of return for each major asset class, as 
provided by CERS's investment consultant, are summarized in the following table: 
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1% Current 1% 
2023 Decrease trend rate Increase 
District's proportionate share of the 

net OPEB liability $ 26 1,422 $ 351,621 $ 459,932 

1% Current 1% 
2022 Decrease trend rate Increase 
District's proportionate share of the 
net OPEB liability $ 25 1,627 $ 349,540 $ 467,723 

OPEB plan fiduciary net position: Detailed information about the OPEB plan's fiduciary net position is 
available in the separately issued CERS financial report which is publicly available at https://kyret.ky.gov. 

Payables to the OPEB plan: At June 30, 2023 and 2022, there was a total payable to the CERS OPEB plan 
of $1,827 and $2,684, respectively. 

(10) KENTUCKY INFRASTRUCTURE AUTHORITY 

On November 21, 2022, the District was awarded a Kentucky Infrastructure Authority grant in the amount 
of $856,000 to put in a new pump station at Camp Landing. As of June 30, 2023, the project is still in the 
pre-bid phase and no funds have been spent from the grant. 

(11) SUBSEQUENT EVENTS 

Subsequent to year end, the District entered into a contract with Boxx Modular for a modular building in 
the amount of $404,220. The District also purchased a 2023 Dodge Ram 2500 in the amount of $67,740. 
Both of the subsequent purchases were paid with the District's cash and were not financed. 

- 28 -



SAN ITATION DISTRICT NO. 4 Or BOYD COUNTY, KENTUCKY 
SCHEDULE OF PENSIO.~ AND OPEB CONTRIBUTIONS 

FOR T H E YEAR ENDED ,I Ul'> E 3U, 2023 

2023 2022 2021 2020 20 19 2018 2017 2016 2015 2014 

C-Oi ' NTY E,\11'1.O \ icES ltETll!EMENT SYSTEM· PENSION: 
('111111 ,1t:l t1,1lly rcq: 1i11.:d i..:<111tnbu1in11 $ 132,953 $ 104.317 s 88,490 s 8 1.666 $ 68.113 $ 55,47 3 s 53.2 19 $ l 1,573 s ~4, 7(,5 s -1\(,78 

(\111111h111in11-. tn n.:L11111111t1 1h.: cu1111,1cw,1llv 

1c qu1r..::I ,1n1111h1111t111 132,953 104.3 I 7 88,490 81,666 68, 11 l _____11,.473 53.2 19 31,573 34.765 45,678 

(\,u1nhu111rn d..:fi1.:1..:m.) ( ..:,cc:-.i-) 

! ) 1,:1 11.:t' s 1,;1iv..:l'..::d pay 1l1ll $ 568. 175 $ 492,759 s 458,497 s 423, 140 $ 41 9,932 s 383, 101 s 381,498 $ 254 ,2 15 s 272,M,6 s ~:,2,-1.1(, 

l)1s1 11i..:fs ~tH\\11bttiu111s .,~ ,I j)(;n,:cnwgc ofl!s 

t.:o\·.: 11.:d pay10II 23 40'.l/u 21.17% 19.30% 19.30% 16.22% 14.48% 13.95% 12.42% 12 75"/u 1.) J-t"O 

( ' ()l !NT\' 1:Ml'l,O\' El,S Rl:TIIU, :-,,Er-.T SYSTEM - Ol'lcll: 

('111111,u.:ill,111) 1cljui1r:cl u111111h111u111 s 19.,61 s 28,48 1 s 21,824 $ 20. 142 s 22.088 s 18,006 s 18,045 

( ·1,111, 1l111l1llll~ iu f cla1um In lh~ u1ntnv,;tu;tlly 

1cqu11i:d 1,;011111ln:1mn 19,261 28.48 I 21,824 20.142 22,088 ___ 18_,006 18,04; 

( \,1111 dH1IHHl ddic1~m;y (.:.11.1.;.:s!>) 

Dhlo..t', u1,..:11.:d p.1ywll s 568. , 7; s 492,i59 s 458.491 s 423,140 $ 419,932 s 383, 101 $ 38 1,498 

1)1,1111..:i':-. '-°{111111butll1n~ a :-. ;r pl.'1t.:\.'111agc 

,11 ,i,.. 1..:0\'..:rctl pay111II 3 39% 5 78% ➔ i6% 4 76% 5.26% 4.i0% 4.73% 

N•,11:: Sd11.·l111I..: 1:- 1111c11dcd Iv show mform,111011 fo1 the las1 JO fiscnl yems. Add11tonal years will be displayed as they become available 
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R 1:p l111111s F,s<.,11 Ye:\: 
( ,\1~.ts11rcrnc111 O~•t:) 

?o}\ 

12•111) 

( OI '\i I Y 1-:i\ll'LOY 1-:i~S HETIHl::i\H~:"fl' SYSTl \ •I . t1 ~;NSION: 
I ), .. u 1,.1\ !l(l)P,IH'll\l-1 ot ' Iii.! llt!! j)tll~:on \1,1b1h1y O 0 17820°/. 

I ) 1!1:11..;1 s 1>,.1•pM111m,11c ~h;u: of 1111! nct pcnsioi1 ha')1l11y 

I ),.,lf1~1,; t 11\ .:~cd p.1vrt'II 

f);,l r1, 1, propt)fl1i,11:uc .. h,irc ,, f rl,c 11c1 f1CI\S1(:11 k 1h1i,1y 

;1.,, .i r..:n . ..:nL.11;c n;•,1:,, i:u~cu:d 1>il)roll 

1'1:m f1d1:~1.\I')' llCI fl<l~III\UI ;1s :1 l)CfCCill:'IS C ol lht 10ml 
p..:r1<tt,i1 h,1h1h;y 

(:()l ,NT\' E,\11'1.0Yl~ l~S RF.TIIO:Mt:"fr SYS n:~1 • 0 Pl::U: 
D 1su1ct\ p w;lon.1~1 nl 1hc ncl 0 Pf:0 linb1hty 

D,-.mcf, p 11"10nm11,1h: sh.11c of th e ,:cl ( W EO hnlull1y 

D1~1n c1\ Clh.:n:ct p J ~ roil 

D1~rn c1·~ pmport11111ah.: bh;11c o f 1h-: ncl OPED lml)li11y 

a~ :i 1"K:rcc111;1gc 11f11s cov-:1cJ p;1y10II 

1 ► !.ul ,id11:::1:,r,. ,11.:1 f>1l\1h1m :t!> ,, pc1cc111;11,c 1·f 1hc 1n :,l 

<>l'EB l1.1h1l,1y 

1,288,210 

492.759 

2GI 428c/, 

52 4204/, 

0017817'% 

])1,62 1 

492,71? 

7 J 3589
/ , 

60.950~.,Q 

SANITATION OISTRIC r NO. 4 OF B0Yll COIJNTY, K>:I\TIJCKY 
SCHEDULE OF DISTRICT'S PROPORTIONATE 

SIIARE OFTIIE NET PEI\SION AND OPEB LIAOILJTY 

Kepor;mg F1s·: :tl Y (:II 

(Me,1s11re 1,~en1 Dille) 

jl•~! 

_h!•l• 

UC 1&262'/, 

1,164)46 

458,497 
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(2) METHOD AND ASSUMPTIONS USED IN CALCULATIONS OF ACTUAR1ALLY 
DETERMINED CONTRIBUTIONS 

CERS 

The fo llowing actuarial methods and assumptions were used to determine contribution rates reported 
in the most recent year of that schedule: 

Valuation Oate 
Experience Study 
/\ctuarial Cost Method 

Amortization Method 
Remaining Amortization Period 

Payroll growth 
Asset Valuation Method 

Inflation 
Salary Increase 
Investment Rate of Return 
Mortality 

Phase-In Provision 

(3) CHANGES OF BENEFITS 

CERS 

June 30, 2020 
July 1, 2013 -June 30, 2018 
Entry Age Normal 

Level percentage of payroll 
30 years closed period at June 30, 2019 (gains/losses 
incurring after 2019 will be amortized over separate 
closed 20-year amortization bases) 
2.00% 
20% of the difference between the market value of assets 

and the expected actuarial value of assets is recognized 
2.30% 
3.30% to 10.30%, varies by service 
6.25% 
System specific mortality table based on mortality 
experience from 2013-2018, projected with the ultimate 
rates from MP-2014 mortality improvement scale using 
a base year of 2019. 

Board certified rate is phased into the actuarially 
determined rate in accordance with HB 362 enacted in 
2018. 

During the 2018 legislative session, House Bill 185 was enacted, which updated the benefit provisions 
for active members who die in the line of duty. Benefits paid to the spouses of deceased members 
have been increased from 25% of the member's final rate of pay to 75% of the member's average pay. 
If the member does not have a surviving spouse, benefits paid to surviving dependent children have 
been increased from 10% of the member's final pay rate to 50% of average pay for one child, 65% of 
average pay for two children, or 75% of average pay for three children. The total pension liability as 
of June 30, 2022 is determined using these updated benefit provisions. 

Senate Bill 169 passed during the 2021 legislative session and increased the disability benefits for 
qualified members who become "totally and permanently disabled" as a result of a duty-related 
disability. The minimum disability benefit increased from 25% of the member' s monthly final rate of 
pay to 75% of the member's monthly average pay. The insurance premium for the member, the 
member's spouse, and the member's dependent children shall also be paid in full by the System. For 
non-hazardous members to be eligible for this benefit, they must be working in a position that could be 
certified as a hazardous position. There were no other material plan provision changes since the prior 
valuation. 
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SANITATION DISTRICT NO. 4 BOYD COUNTY, KENTUCKY 
OTF.S TO REQUIRED SUPPLEMENT ARY INFORMATION - PENSION PLAN 

FOR THE YEAR ENDED JUNE 30, 2023 

(1) CHANGES OF ASSUMPTIONS 

CERS 

The fo llowing changes were made by the Kentucky Legislature and reflected in the valuation 
performed as of June 30, 2015: 

• The assumed investment rate of return was decreased from 7.75% to 7.50%. 
• The assumed rate of inflation was reduced from 3.50% to 3.25%. 
• The assumed rate of wage inflation was reduced from 1.00% to 0.75%. 
• Payroll growth assumption was reduced from 4.50% to 4.00%. 
• The mortality table used for active members is RP-2000 Combined Mortality Table 

projected with Scale BB to 2013 (multiplied by 50% for males and 30% for females). 
• For healthy retired members and beneficiaries, the mortality table used is the RP-2000 

Combined Mortality Table projected with Scale BB to 2013 (set back I year for females). 
For disabled members, the RP-2000 Combined Disabled Mortality Table projected with 
Scale BB to 2013 (set back 4 years for males) is used for the period after disability 
retirement. 

• The assumed rates of Retirement, Withdrawal and Disability were updated to more 
accurately reflect experience. 

The following changes were made by the Board of Trustees and reflected in the valuation 
performed as of June 3 0, 20 l 7: 

• Decreased the price inflation assumption to 2.30%. 
• Decreased the assumed rate of return to 6.25%. 
• Decreased the payroll growth assumption to 2.00%. 

The following changes were made by the Board of Trustees and reflected in the valuation 
performed as of June 30, 2019: 

• The assumed salary increase was changed from 4.00% (average) to 3.30%-10.30% (varies 
by service). 

• The mortality table used for pre-retirement is PUB-2010 General Mortality Table, for the 
Non-Hazardous Systems, and PUB-201 0 Public Safety Mortality Table for the Hazardous 
Systems, projected with the ultimate rates from the MP-2014 mortality improvement scale 
using a base year of 2010. 

• The mortality table used for post-retirement (non-disabled) is a system specific mortality 
table based on mortality experience from 2013-2018, projected with the ultimate rates from 
MP-2014 mortality improvement scale using a base year of 2019. 

• The mortality table used for post-retirement (disabled) is PUB-2010 Disabled Mortality 
Table, with a 4-year set-forward for both male and female rates, projected with the ultimate 
rates from MP-2014 mortality improvement scale using a base year of 20 l 0. 

The following changes were made by the Kentucky Legislature and reflected in the valuation 
performed as of June 30, 2020: 

• Senate Bill 249 passed during the 2020 legislative session and changed the funding period 
for the amortization of the unfunded liability to 30 years as of June 30, 2019. Gains and 
losses incurring in future years will be amo1t ized over separate 20-year amortization bases. 
This change does not impact the calculation of the Total Pension Liability and only impacts 
the calculation of the contribution rates that would be payable starting July 1, 2019. 
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Remaining Amortization Period 

Payroll Growth Rate 
Asset Valuation Method 

Inflation 
Sala1y Increase 
Investment Rate of Return 
Healthcare Trend Rates 
Pre - 65 

Post - 65 

Phase-in Provision 

Mortality 

(3) CHANGES OF BENEFITS 

CERS 

30 years, closed period at June 30, 20 19 
(Gains/losses incurring after 2019 will be 
amortized over separate closed 20-year 
amortization bases) 
2.00% 
20% of the difference between the market 
value of assets and the expected actuarial 
value of assets is recognized 

2.30% 
3.30% to I 1.55%, varies by service 
6.25% 

Initial trend starting at 6.40% at January I, 
2022 and gradually decreasing to an ultimate 
trend rate of 4.05% over a period of 14 years. 
The 2021 premiums were known at the time of 
the valuation and were incorporated into the 
liability measurement. 
Initial trend starting at 6.30% on January I, 
2023 and gradually decreasing to an ultimate 
trend rate of 4.05% over a period of 13 years. 
The 2021 premiums were known at the time of 
the valuation and were incorporated into the 
liability measurement. Additionally, Humana 
provided "Not to Exceed" 2022 Medicare 
premiums, which were incorporated and 
resulted in an assumed 2.90% increase in 
Medicare premiums at January 1, 2022. 
Board certified rate is phased into the 
actuarially determined rate in accordance with 
HB 362 enacted in 20 18. 
System-specific mortali ty table based on 
mortality experience from 2013-2018, projected 
with the ultimate rates from MP-2014 mortality 
improvement scale using a base year of 2019. 

During the 2018 legislative session, House Bill 185 was enacted, which updated the benefit provisions 
for active members who die in the line of duty. The system shall now pay 100% of the insurance 
premium for spouses and children of all active members who die in the line of duty. The total OPEB 
liability as of June 30, 2022, is determined using these updated benefit provisions. 

Senate Bill 169 passed during the 2021 legislative session and increased the disability benefits for 
certain qualify ing members who become "totally and pem1anently disabled" in the line of duty or as 
a result of a duty-related disability. The total OPRR liability as of June 30, 2022 is determined using 
these updated benefit provisions. 

Senate Bill 209 passed during the 2022 legislative session increased the insurance dollar contribution 
for members hired on or after July I , 2003 by $5 for each year of service a member attains over certain 
thresholds, depending on a member's retirement eligibility requirement. This increase in the insurance 
dollar contribution does not increase by 1.5% annually and is only payable for non-Medicare retirees. 
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SANITATION DISTRICT NO. 4 OF BOYD COUNTY, KENTUCKY 
NOTES TO REQUIRED SUPPLEMENTARY INFORMATION -OPEB PLAN 

FOR THE YEAR ENDED JUNE 30, 2023 

(I) CHANGES OF ASSUMPTIONS 

CERS Insurance Fund 

The following changes were made by the Board of Trustees and reflected m the valuation 
performed as of June 30, 2017: 

• Decreased the price inflation assumption to 2.30% 
• Decreased the assumed rate of return to 6.25% 
• Decreased the payroll growth assumption to 2.00%. 

The following changes were made by the Board of Trustees and reflected in the valuation 
perfo1med as of June 30, 2019: 

• The assumed salary increase was changed from 4.00% (average) to 3.30%-10.30 % (varies 
by service.) 

• The mortality table used for pre-retirement is PUB-20 IO General Mortality Table, for the 
Non-Hazardous Systems, and PUB-2010 Public Safety Mortality Table for the Hazardous 
Systems, projected with the ultimate rates from the MP-2014 mortality improvement scale 
using a base year of 2010. 

• The mortality table used for post-retirement (non-disabled) is a system specific mortality 
table based on mortality experience from 2013-2018, projected with the ultimate rates from 
MP-2014 mortality improvement scale using a base year of 2019. 

• The mortality table used for post-retirement ( disabled) is PUB-2010 Disabled Mortality 
Table, with a 4-year set-forward for both male and female rates, projected with the ultimate 
rates from MP-2014 mortality improvement scale using a base year of 2010. 

For the June 30, 2020 measurement date, the assumed increase in future health care costs, or trend 
assumption, is reviewed on an annual basis and was updated to better reflect more current expectations 
relating to anticipated future increases in the medical costs. The assumed impact of the Cadillac Tax 
(previously a 0.9% load on employer paid non-Medicare premiums for those who became participants 
prior to July I, 2003) was removed to reflect its repeal since the prior valuation. 

The following changes were made by the Board of Trustees and reflected in the valuation 
performed as of June 30, 2022: 

• The single discount rates used to calculate the total OPEB liability increased from 5.34% to 
5.70%. 

(2) METHOD AND ASSUMPTIONS USED IN CALCULATIONS OF ACTUARIALLY 
DETERMINED CONTRIBUTIONS 

CERS Insurance Fund 

The following actuarial methods and assumptions, for actuarially detem1ined contributions effective 
for fiscal year ending June 30, 2022: 

Experience Study 
Actuarial Cost Method 
Amortization Method 
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Entry Age Normal 
Level Percent of Pay 



SUPPLEMENT AL INFORMATION 



Additionally, it is only payable when the member's applicable insurance fund is at least 90% funded. 
The increase is first payable January 1, 2023 
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INDEPENDENT AUDITOR'S REPORT ON INTERNAL CONTROL 
OVER FINANCIAL REPORTING AND ON COMPLIANCE AND OTHER MATTERS 

BASED ON AN AUDIT OF FINANCIAL STATEMENTS PERFORMED IN 
ACCORDANCE WITH GOVERNMEN T AUDITING STANDARDS 

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

We have audited, in accordance with the auditing standards generally accepted in the United States of 
America and the standards applicable to financial audits contained in Government Auditing Standards 
issued by the Comptroller General of the United States, the financial statements of the business-type 
activities of Sanitation District No. 4 of Boyd County, Kentucky (the "District") as of and for the year 
ended June 30, 2023, and the related notes to the financial statements, which collectively comprise the 
District's basic financial statements, and have issued our report thereon dated February 12, 2024. 

Report on Internal Control Over Financial Reporting 

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

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

Our consideration of internal control was for the limited purpose described in the first paragraph of this 
section and was not designed to identify all deficiencies in internal control that might be material 
weaknesses or significant deficiencies and, therefore, material weaknesses or significant deficiencies may 
exist that have not been identified. We did identify a deficiency in internal control, described in the 
accompanying schedule of findings and questioned costs that we consider to be a material weakness (see 
2023-001). 

Cincinnati, OH 



SANITATION DISTRICT NO. 4 OF BOYD COUNTY, KENTUCKY 
SCH EDULES OF OPERATING EXPENSES 

FOR THF, YEARS ENDEO JUN!£ 30, 2023 AND 2022 

2023 2022 

Treatment expenses: 

Treatment $ 1,960,993 $ 2,098,49 1 

Wages 599,727 487,915 

Chemicals 273,049 23 1,630 

Employee benefi ts 345,377 363,26 1 

Utilities 169,212 185,850 

Repa irs 13 1,724 162,395 

Surcharges 70,074 86,347 

Payro ll taxes 37,467 30,1 30 

Fue l 24,354 19,435 

Miscellaneous 17,3 13 4,949 

Bill ing services 28 ,41 4 29,423 
Equipment Rental 45 ,591 4,417 

Laboratory costs 16,024 I 2,4 16 
Contract labor 198,958 3,3 10 

Total treatment expenses $ 3,9 I 8,277 $ 3,719,969 

Administration expenses: 

Bad debt expense $ 138,080 $ 127,972 
Insurance 55,994 4 I ,440 
Lega l and pro fess iona l I 87,3 18 15 1,385 
Offi ce supplies 29,485 18,640 
Postage and delivery 35,379 16,982 
Directors fees 16,200 16,200 
Bank charges 3,208 8,722 
Credit / debit card fees 10,150 
License and permits 2,851 3,33 1 
Miscellaneous 38,206 5,136 
Dues and subscri ptions 942 906 
Train ing expense ( 183) 2,829 
Meal s and entertainment 1,886 753 
Bond expense 2,970 2,970 
Advertising 3,362 2,507 

Tota l admin istrati ve expenses $ 515,698 $ 409,923 
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SANITATION DISTRICT NO. 4 OF BOYD COUNTY, KENTUCKY 

SCHEDULE OF FINDINGS A D RESPONSES 

FORTHEYEARENDEDJUNE3~20D 

(A) SUMMARY OF AUDIT RESULTS 

• The auditor's report expresses an unmodified opinion on the financial statements of the Sanitation 
District No. 4 of Boyd County, Kentucky. 

• A material weakness relating to the audit of the financial statements is reported in the Independent 
Auditor' s Report on Internal Control over Financial Reporting and on Compliance and Other 
Matters Based on an Audit of the Financial Statements Performed in Accordance with 
Government Auditing Standards. 

• No instances of noncompliance material to the financial statements of Sanitation District No. 4 of 
Boyd County, Kentucky were disclosed during the audit. 

(B) FINDINGS RELATING TO THE FINANCIAL STATEMENTS REQUIRED TO BE 
REPORTED IN ACCORDANCE WITH GENERALLY ACCEPTED GOVERNMENT 
AUDITING STANDARDS 

SEGREGATION OF DUTIES (Finding 2023-001) 

Condition: Due to the limited number of employees, an adequate segregation of duties has not 
been established. Specifically, one individual has duties relating to cash receipts, cash 
disbursements, payroll, and all other accounting and recording activities. 

Criteria: Effective internal controls would dictate that many of these functions be separated and 
the board oversee all cash accounts in order to adequately protect the District's assets. 

Effect: An improper segregation of duties can subject the District to intentional or unintentional 
losses due to errors or irregularities. 

Recommendation: The District should continue to review the internal control structure and 
segregate duties wherever possible. Additionally, the activity in all cash accounts should be 
reviewed by the board. 

Management's Response and Corrective Action: Management and the Board of Directors will remain 
aware of the integrity of the employees and provide appropriate supervision. 
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Report on Compliance and Other Matters 

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

District's Response to Findings 

The District's responses to the findings identified in our audit are described in the accompanying schedule of 
findings and responses. The District's response was not subjected to the auditing procedures applied in the 
audit of the financial statements and, accordingly, we express no opinion on it. 

Purpose of this Report 

The purpose of this report is solely to describe the scope of our testing of internal control and compliance 
and the results of that testing, and not to provide an opinion on the effectiveness of the entity's internal 
control or on compliance. This report is an integral part of an audit performed in accordance with 
Government Auditing Standards in considering the entity's internal control and compliance. Accordingly, 
this communication is not suitable for any other purpose. 

K J4J JJ~ WJ:J~, fs c 
Ashland, Kentucky 
February 12, 2024 

- 38 -




