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January 25, 2072

Board of Di rectors
Sanitation District No. 4 of Boyd County. KentuckyAshland, Ken t uc ky

We have audited t he accompanyi.ng financial statements ol thebusiness-type activities of sanitaLion Dlatrict No. 4 0f Boyd county,Kentucky ("the District") as of and for the year ended June 30, 2011 and2010 as listed 1n the tab-Le of contents. These financia-L statements arethe responsibility of the Districr-'s management. our responsibility is toexpress. an opinion o. these general purpose financial stitements based onour audit.

ooe conducted our audit in accordance with audlting standardsgenerally accepted in the uni ted states of America and the standardsapplicable to f inancia-I auciits contained in Goverrunent Auditj-nq standards,issued by. the comptrorler c()nerar of Lhe unltEa-st.te-- Those standardsrequire. that we plan and perform tfle audrt to obtain reasonab-le assurance
:?:::-y!:!he.r the general pur:pose financrat- starements are free of materialmasstatement ' An audit includes examinrng, on a test basis, evidencesupporting the amounts and disclosures in Ine g"^u.ui purpose financialsfarements. An audit arso includes assessing ihe accountlng principlesused and significant estimate-s made by management, as well "i i,uuruuiir,!the overaf l- generaf purpose financiar sratement presentation. we believethat our audit provides a reasonable basis for oui opi"ion.-

In our opinion, the financial statements referred to abovepresent fairly, ln a1I materiar respects, the financial position of thebusiness-type activ-iLies of sanitaLion District No. 4 of Boyd county,Kentucky as of June 30, z)rr and 2oro, and the changes ln financialposition and cash ffows fgI the years then ended in conformity wlthaccounting principles generally accepted in the united states of America.

fl"rffir/r, 9"9r 
"g,,7fi/1",*", g Co"nVznny

cEennED andLtc accou,{tA ts

I N DE F EN DEI']T AUDTTORS' REPORT

429 - 13lh Streel, P.O. Box t36O
Ashland, Kentucky 41105-1360

(606) 32$16s6
(8(x)) 3rr{270

FAX: (606) 324-4739
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In accordance with Goverrnnent Auditinq Standards, we have also
rssued our report dated Janua ry 25, 2012 on our consideration of Sanitation
D.istrict No. 4 of Boyd count.y, Kentucky's internal, control over financial
reporting and our Lests )f its compliance with laws, regu Iations,
contracts, and grants. That report is an inCegral part of an auditperformed in accordance wittL Governnent Auditinq Standards and should be
ro:.i in nnni"n^ri^^uwrryurre ururr with this report in considering the results of our
audi t .

The management, s discussion and analvsis and suppfemental
schedule_ on pages 5 - 8 and 2r are not a required part of ihe basicfinancia.l, statements lrt are suppfementary information required by theGASB. We have applied r:ertain limi-ted p.rocedures, which consistedprincipally of inquiries of nanagement regarding the ."ihod of measurementand presentation of the suparementary infbrmaLion. However, theinformation in the schedule fras not Lreen srrh-ier-f p.t f6 fhc ,ar.ti ri n,-!procedures appried in rhe a'dir or rne f,a-Jc ;i;j;;i;i "i!..^i".J"J#'"3orrer no opinion on ir. 

4ffi*%r#X LW



SANITATION DISTRICT NO. 4 OF BOYD COT'NTY. KENTUCKY
!{ANAGEMENT ' S DISCUSSION A}TD ANALYSI S

ANNUAL FINAI\TCIAL STATEI,4ENTS
FOR TEE FTSCAJ, XEJARS ENDED .IUNE 30. 2011 AND 2O1O

our discussion and anar-ysis of sanitation District No. 4 of Boyd county,Kentucky's financial perfornlance provi-des an overview of the District, sfinancial activities for th<-' fiscil years ended June 30, 20rr and 2010.Please read it in conjunction with the accompanying 'nasic financiafsratements. rt is our int,3nt that this discusiio; p;ovide arr partiesinterested in the District's fi-nanciaf condition, ."p"ti.rry the users of
!f" facilities, a better urderstanding of trre bistrict,s bperations andf inancia I sLaLus.

The District reports its financial statements in a required model formatrssued by the Governmental Accountinq Standards Board.

Financial Hiqhtiqhts
. As of June 3-0^, 2011 and 2010, the District,s assets of $8,33: ,g42and 98,432'5r0 exceeded riabirities of i2,505,301 and $2,565,020 b,95,832,64I and 55, B6i , 490 . This excess includes the vafue ofcapltaf assets plus resources restricted to specific projects by

Ju", regulation, or contractual agreement 'of-- 
$4 ,1'2g,3g4 u.,a$4,601 ,617, restricted resources of $1r,173 and srr,166 whichrepresent money s€ t aside to satisfy foan covenanrs, andunrestricted resources avairabre to continue District operationsinto the next fiscal year of 5I,092,0g4 and St,ZqB,6SZ.

a Unrestricted cash balances as of June 30, 2OII and 20IO !{ere$123,I00 and 9938,3_:6 and current liabilities payafle from thosefunds were $326,91 4 and 9321,5?6. co.r.rections oi ieceivabres arrowtlmely payment of Iiabilities.
. The Dtstrict,s overal_I long_term debt increased by a net of $23,gI1through the payment ()f outstandrng principar and the acqursltion ofadditional debt for the compfetlon of conitruction prolects.



SAI.IITATION DISTRICT NO. 4 OF BOYD COUNTY, KENTUCKY
MANAGEMENT ' S DISCSSSTON AND ANALYSTS

ANNUAT FTNA}iICIAT, S TATEIIIENT S
FOR THE FISCAL YEARS ENDED JI'NE 30, 2011 AIiID 2O1O. ( CONTINUED ) "

Overview of the Financial Statenents

The District's basic financial, statements include: (1) fund financialstacements, and 12l notes tr the frnanciar statements - These frnanciafstatements present information about business-type activities, whichconsists principarly of the fees the District crrar'gis its users ro coveraf1 or most of the cost of the servj-ces rt provi-des.

Fund Financial StatemenEs

The fund financiar 
- _statements provide detaired information about theprop.rletary fund. When the District charges customers for services itprovides, these services ar:e generarty .up".t"a- -in--froprietary 

funds.Proprietary funds are repor':ed .i- n the same way that arl activiti.es arereported in the st-atement o1: Net Assets and the statement of Activities.rn fact, the District's ente.prise funds.la componeni oi -froptretary 
runds)are tne same as the business;-type actfvltaes we report irr rne government-wi-de statements but provide 

"'o.-e' d"tail and additionaf inlormation, such ascash flows for proprietary fL:nds.

Notes to the financial statements

T!" accompanying notes to the financiaf statements provide informationessential to a fur.r^.under,st..rndi.rg o.r the fund f inanciii statements. The
?:::;"Ji :l:..t^';;1t.r.r stat emenfs besin i**"ai.i"lli^iJrro"r.,q *re nasic

Reporting the District as a Whole

one of Lhe most important questions asked about the District's finances is,"rs the District is a whoie better off or "or=u orr 
""s--a 

resur.t of thisyear's activities?" The statement oi runa Net Assets ..,a tn" statement ofRevenues, Expenses .and changes in nund Net Assets report intormation about
:ii"'il::ii:.:= u who]e and inout iil lctiviti;"-;"-;';;v ir.'.. helps answer

9I:. 9tr-:-1":ion .begins with an -analysis of overarr revenues and expenses an"rcnelr trearmenr. 
1: .?y.:ra.lming majority of the Oi"tii.t,s revenuereceived f rom charges ro.r sel:v1ces.

For the year ended ,June 30, 2oro, the District's totar revenues increased
I::1.:^:.:: ugo. !v $r,823,4'46 

-rs-B'. 
iIi'"].)if e rotat cosf 

-oi-arr 
prosrams andservrces (including depreciation) increg_s_ed- by $r,2g6,%1 (11.32). overall,net operating income increas<:d by $s:s, o1 d; r'h; -f;..1 y:"..

For the year ended June 30, 2orr, the District's totar revenues decreasedI::1. ^"^^u.,... qso.. by 5184,i0r tz1-.'tzi"iur.,iru totar ctsf .f '"rr prosrams andservrces (including deprecia-_ion) increa^sed by SZA,%2 a;.9g). o.rera11, neLoperatrng .lncome decreased by s911,633 for t r-,'" 11...f y'u".,-. This decrease
i;=j"f.j;:il. of rhe loss 'of ,uppilr."tuf income riom rhe Boyd counry



SANITATION DISTRICT NO. 4 OF BOYD COI'NTY. KENTUCKY
MA}IAGEMENT ' S DISCUSSION AND A}TALYS I S

ANNUAI. FINA}ICIAI STATEMENTS
E.OR THE FTSCAI YEJARS ENDED .]T'NE 30, 2011 A}ID 2O1O

Reporting the District as a WhoJ-e "continued"
For the year ended June 30, 2010, treatment expenses increased by 9A.12,
whach can be attrr-buted to 1-he District exoandino the service area and an
overall increase in costs.

For the year ended June 30, 11011, treatmenr expenses decreased by 2.6...

Financial Ana1ysis of t'he Commission's Proprietary Fund

At June 30, 20Il and 2010, the DistricL's proprietary fund reported total
net asseLs of $5,832,641 an,l 95,861 ,490, which is an decrease of $34,849
and a increase of 5901 ,91 9 or 0 .6% and 18 . 3% from the prior year. A
portion of total net assets ($1f,173 and 911,1.66) is restricted as to use
due to loan covenant reouirertents.

Capital Assets

The Dlstrict was able to rnake severa.L capital asset purchases without
fncurrfnq addi t ional debt .

Debt

At June 30, 20ll and 2010, the District had a note payable to the KenLucky
Infrastructure AuthoriLy witr a rema-ining balance of $183,i22 and sl55,633
to be repaid in semiannual instaflments of $5,835,- and bonds payable to
Kentucky Rural Water Finance Corpordcion wiLh a remaining balance of
91,919,000 and $1,971,000 requiring annual instalfments of principal and
semiannua] installments of irlterest.
Note Receiva-b1e

On September 7, 2001 , the District sold the office building at 831 State
Route 716, Ashland, Boyd Collnty, Kentucky to Ritchie fnvestments, LLC for
S230,000. A promissory note was accepted for $46,000 to be repaid in sixLy(60) monthly instal-lments of s2-19 incl-uding interest of 4% per annum with i
h:l I nnn n:\,h6nr rlrra ^- a'\^i- ^1.\r, - 

L- )^1 )-** on Octobor 5, 2012. The balance of the note receivable
as of June 30, 2077 and 2010 was $40,067 and $41,633, respectively.



i

Contacting the District, s Finlncial Maaagosnt

This financi.al report is designed to provide our citizen, s, taxpayers,customers' investors, and creditors with a generar overview ot- ttreDistrict's finances and to show the District, s accountabiJ.ity for the moneyi-t receives. - rf you have questions about this report or need additionalrrnanclar lnformation, contaqt the District,s superintendent, at sanitatj-onDj-strict No. 4 of Boyd C.o-un-ty,^ ^Ie!!gcky, 831 St;te Route 716, Ashland, Ky,4I1O2, telephone numbLr (606)- 928-3936.'
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SANITATION DISTRICT NO. 4 OF BOYD COI'NTY, KENTUCKY
STATEMENT OF EIND NET ASSETS

@
ASSETS

CI'RRENT ASSET
Cash
Accounts Receivable
Note Receivable, Current Portion
Accrued fnterest RecelvaL,]e

TOTAI CT'RRENT ASSETS

Restricted Cash (Note 3)
Capital Assets, (Net of Lccumulat.ed

Depreciation of 92,109, 506
and 91, 862,690)

Intangible Assets, (Net oi' Accumulated
Amortizatlon of 98,8.[3 and $7,890)

Note Receivable, Net of (iurrent portion

TOTAL ASSETS

LTABILITIES
CURRENT LTABILITIES

Accounts Payable
Accrued Payroll Li abi l- i t ies
Accrued Interest payable
Lawsuit Settlement payable - Current
Bonds Payable - Current
Notes Payable - Current

TOTAL CURRENT LIABILITTES

LONG-TERM LTABILITTES
Bonds Payable - Net of Current
Notes Payable - Net of Current

TOTAT LONG-TERM DEBT

Lawsuit Sett-Iement payabl e -
Net of Current

TOTAI IONG-TERM LIABILTTIES

TOTAT LIABIIITIES

NET ASSETS
NET ASSETS

Invested in Capital Asset.s. net of
Related Debt

Restricted for Loan Repa!,ments
Unrestricted

TOTAL NET ASSETS

'I'he accompanying notes to the financial
tnese statements.

2OIL

$ 723,100
64r, 488

r,926

|,366,5I4

82,3r4

6,832,706

18,867
38,141

8.331 .942

213, 591
5,341

43,64I
4 0, 000
55,000
a n?a

425,61.5

1,864,000
1'7 \ Ae6

2,039,686

4 0, 000

2.01 9,686

2. s0s, 301

4,129,384
17 , I13

r,092,a84

s 5,832.64r

20to

s 938, 336
616,21 A

r ,1 71"
318

1,556.639

81,855

6,134 , 304

19 ,190
39.922

8.432.5r0

265,5s8
8, r40

44,689
4 0, 000
52, OO0
7,818

4r8 ,265

1,919,000
741 , 155

2, 066,155

80. 000

2.r46.155

2.565.020

4,601 ,617
1I, L66

1 ) Ae. A\-1

5 _5-_8_eZ,_4 j_A

rntegral part ofstatemenLs are an



SANITATTON DISTRICT NO. 4 OF BOYD COUNTY, KENTUCKY
STATEMENT OF REVENUES, EXPENSES AND CHANGES IN NET ASSETS

FOR THE YEARS ENDED JIINE 30, 2011 A}ID 2O1O

OPERJATING REVENT'ES
Service
Supplenental Income
Tap Fees
Rentaf I ncome
Miscellaneous fncome

TOTAL OPERATING REVENUES

OPERJATTNG EXPENSES
Treatment Expenses
Administrative Expenses
Depreciat ion
Amort i zat ion

TOTAI OPERATTNG EXPENSES

NET OPERATING TNCOME

Interest I ncome
Reconnection Fees
Interest Expense

TOTAL NON-OPERATING
REVENUES (EXPENSES)

Grants Recei ved

CHANGE IN NET ASSETS

NET ASSETS, Beginning of yeat.

NET ASSETS, End of year

The accompanying notes to
tnese statcments. rntegrat part of

20L7

s 2,892,162

5,723

s05

, Rqe ?on

2, 430,991
203,957
248 , O3I

923

? Qe? qna

r4 ,482

3,944
(2,410)

lRq OrAl

(88 . 452)

(1 3 ,910)

39,72I

(34,849)

5,861 . 49A

L 5,832, 64r

2 010

s 3,081,734
575,108
27,022
5,052

I1 5

? 4a? nol

2, 494,883
747,411
2r9,684

923

) QqA OA1

826,7r5

8,098
(1,490)

(94 ,023)

(87,415)

138 ,100

769 ,21 9

90t,91 9

4.959.511

s_j,33J,i20

the financial statements are an

10



SANITATION DISTRICT NO. 4 OF BOYD COUNTY. KENTUCKY
W

PROPRIETARY FUND
FOR THE YE"AR ENDED JI'NE 30. 2011 AND 2O1O

CASH ELOWS EB.OM OPERATTNG ACTIVITTES
Receipts from Customers
Payments to Suppl i e rs
Payments to Employees

NET CASH PROVIDED BY OPERATING
ACTIVITIES

CASH ALOWS FROM NON-CAPITAI
EINANCTNG ACTIVITIES

Increase in Restricted Cash
crants Received
Reconnection fee s

NET CASTI PROVIDED BY NON-CAPITAT
FINA}TCING ACTIVTTIES

CASH ELOWS F'ROM CAPITAT AND REI,ATED
FINANCTNG ACTIVITIES

Principal paid on Bond and Notes payable
Interest Paid on Bond anc Notes eayable
Purchase of CapitaJ Asset s
Payments Received on Not€s Receivable
Proceeds from Note payabl e

NET CASH USED BY CAPTTAL AND REI,ATED
F'INANCING ACTIVITIES

201L

5 2,815,741
12,28r,046)

(389.148)

204 .941

2010

$ 3,511,408
(2,2\7,396)

(384.642)

915,370

(4s9)
39, r21
(2 . 4101

36.192

(s18)
169 ,219(r, 490)

161 ,21I

(59, B7B
(90 ,91 4

(3 41 , 3I8
r,566

35,961

(460.63t )

(66,l4r
(9s,010

(748,308
7,644

155.633

(152 .782)

11.438

34r , 891

596. 439

$ 938. 336

4 ,262

(275 ,236)
o?a 1?a

q_z2L!a!

Interest Income

NET (DECREASE) TNCREASE IN CASH

CASH, Beginning of yea r

CASH, End of year

The accompanying notes to
Lhese statements. rntegra I part ofthe financial statements are an

I1



SAIiIITATION DISTRTCT NO. 4 OF BOYD COUlil:TY. KENTUCKY
ETaTEI"IENT OF CASH E'LOWS

PROPRIETARY F'UND
FOR THE YEAR ENDED .]I'NE 30. 2011 AND 2O1O

( CONT INT'ED )

20lL
RECONCILIATION OF OPERJATING INCOME

TO NET CASII PROVIDED BY
OPERATTNG ACTIVITIES

Operating Income
Adjustments to reconcile operating

l-ncome to net cash provided
by operating activities:

Depreciation
Amort i- za t ion
Loss on Disposaf of Assets
( Increase ) Decrease in:

Accounts Receivable
( Decrease) Increase 1n:

Lawsuit Settlement payable
Accounts Payable
Accrued Payroll Liability

TOTAI. AD.'US T!{ENTS

NET CASE PROVIDED BY OPERJATTNG
ACTIVfTTES

The accompanying notes to
these statements.

20to

s 74,482 $ 826,115

248 ,037
923

1,485

{25,214',)

(40,000)
B, 033

(2 .1 93)

r90.465

s_2!_4.24J

2r9,684
923

(171,683)

(40,000)
1'7 , 503
2,828

89.255

s 915.370

integral part ofthe financial statements are an

I2



SANITATION DISTRICT NO. 4 OF BOYD COUNTY, KENTUCKI
NOTES TO FINAI{CIAI STATET'4ENTS

W
NOTE 1 - SUULTARY OE. SIGNIFICA}IT ACCOT'NTING POLICIES

Th" accounting poli.cies of the sanitation District No. 4 of BoydCounty, Kentucky ( "the District,, ) conform to generally acceptedaccounting principles .ls applicable to government units. Thecovernmenta.I Accounting standards Board [cese) is the acceptedstandard-setting body fcr establishing governmental accounting andfinancial- reporting principles. The foliowing is a summary of th6 moresigni ficanL po1 icies:
A. Orqanization

The Dj'strict was created in accordance with the provisions of Section220 -1'00 of the Kentucky Revised statutes by an ordinance of the Boydcounty Flscal court on December 30, 197g. ihe purpo"e of the districtis to provide sanitatlon sewer services to a poriion of Boyd county.Kentuc ky.

B. Reportinq Entity
The criteria used to det.ermine the scope of the reporting entity andits component units are .versight responsibility inciuding serection ofthe governing authority, designation of *a.rig.ment and ability toslgnificantly influence cperations,. accountability ror fiscar. mattersincluding budgetary authority, surplus/deficits, iesponsibility fordebt,' fisca.L management and ievenue characteristics; score of publicservrce" and any special financing reJ-ationships. Based on the abovecriteria, it is determ.ined that the reporting entity is sanitationDlstrict No. 4 of Boyd County, Kentucky.

C. Bltsis of presentation - Fund AccountinqThe accounts of the oistrict are orglnized on the basis of funds eachof which is considered a separate accounting entity. The operations ofeach fund are accounted for wlth a separate set ot self-balancingaccounts that comprise its assets, liabillties. fund equrty, ,u""nu""iand expenditures, or expenses, as appropriate.
Proprietarv Funds

Enterprise Funds
Enterprise funds are used to account for operations (a) that arefinanced and operated in a manner simirai to prrvate businessenterprrses - where the intent of the governing body is that thecosrs (expenses, inct uding- 

. depreciation) of providinq goods orservices to the general public on a continurng basj-s be financed orrecovered primari-ly. through user charges,. or (b) where thegoverning body has decided that periodic -determinatl0n of revenuesearned, expenses .incurred, and/or net income is appropriate foraccountability, capital maintenance, public pofiiy, ..ur,.g.*".,t
control, or other purposes.

D. Basis of Accountinq
All proprietary funds are accounted for using the accruar basis ofaccounting. Revenues are recognized 

"t,.n ..-..r"J; ;;," expenses arerecognized when oblrgations are incurred.

13



SANITATION DISTRICT NO. 4 OF BOrD COUNTY, KENTUCKY
NOTES TO FTNAI{CIAI, STATEMENTS

@

NOTE 1 - SUUITARY OF SIGNIFICANT ACCoT'NTING PolrcrEs ''CoNTINUED''

E. Encunbrance Accountinq
The District does not llse encumbrance accounting. since effective
budgetary control- and ac(rountability and cash planning and control canbe faciliLated wlthout errcumbrance iccount ing, lfris is not considered asignificant deparLure Irom generally accepLed accounLing principres.
There were no unperfornred contracts in process at yeir end ,nicf,otherwise might have resulted in the need to encumber estimatedexpendftures.

F. Receivables
Accounts receivable consists of birlings of s641,49g and s61,6,2i4 tothe residents of Boyd county, Kentucky and the Federal correctionalrnstitution of Ashland, Kentucky, which were not cofrected as of June30, 2AI1 and 2010, respectively. No allowance is required as alIamounts are deemed to be colfectible_

G. Capital Assets
Capltal assets. _ wh.ich included property, plant and equipment, arereported in the fund financia] statements at historicaf cost .

Depreciation recorded as an allocated expense in the statement ofRevenues, Expenses and changes in Fund Net Assets wrth accumulateddepreciation reflected in the Statement of Fund Net Assets.Depreciation is computed using the straight-line method ove.r thefollowrng estimated useful livesi
Equipment
Buildings and propert y

3-10 years
10-60 yea rs

Depreciation exp_ense. !9r the years ended June 30, 2Ol1 and June 30,2010 was 5248,037 and S219,6g4, respectively.
capitar additions' impr()vements and major renewars are capatarized,whereas maintenance, repairs and minor renewals are charged to expenseswnen they are incurred. In the case of disposals, cne assets andrelated reserves are rem,rved from the accounts and the net amount r,essany proceeds from disposals, is charged or credi-ted to revenues.

H. Cash and Cash Equivalents
For purposes of the statement of cash f10ws, the proprietary rund typeconsiders arl highly ricluid investments wiih an 'oriq;ar rnaturity'iithree months or less to b,e cash equivalents

I. Use of Estimates
The preparation of finarciar statements. in conformity wltn accountingprincrples generally accopted in the United States oi America requiresmanagement to make estimates and assumptions that affect certainreportecl amounts and dir;crosures. accordingly, actual resurts courddi ffer from those estimates.

I4



SAI\UTATION DISTRICT NO. 4 oF BoYD coI'NTY. KENTUCKY
NOTES TO FINANCIAI STATEMENTS

@ IICONTINUED''

NOTE 1 - SI]M!'ARY OF SIG:NIFICANT ACCOUNTING POLICIES '' CONTINUED ''

J. Equitv Classifications
rn the fund financial stratements. equlty is classified as net assetsand displayed in three components:

. Invested in capital assets, net of related debt - Consistscapita.L assets including restrlcted capital assets, nel:accumulated depreciar:ion and reduced by the outstandrng baranceany bonds, mortgages, notes, or other borrowings thatattributabLe to the acquisition, construction, or improvementthose assets.

of
of
of

of

' Restricted net assets - consists of net assets with constraintsplaced on the use eit.her by (1) externar groups such as creditors,grantors, contributors, or faws or - regulations of othergovernments,. or (2', law through constitutionaf provlsions orenabling legislation.

' unrestricted net ass()ts - All other net assets that do not meet thedefinition of "restricted" or "invested in capitar assets, net ofrFl al-a.l ,-'loh1. "

K. Advertisinq Expense
Advertising expense for the years ended June 30, 2011 and June 30, 2010was $2,464 and 52,23I , respectivelv

NOTE 2 - LONG-TERM DEBT

Revenue bonds and notes payable consist
2 011 and 2010:

$2,27 4,000 bonds payable
rn variable annuaf irrstal lment sthrough January 7,2(33; interest
from to 4. 03% to 4. 7t ?

Note payabfe to Kent L.c ky
Infrastructure Author.ity in
semrannuaf instaflmerLts of 95,835lncluding interest at 2.00? plus
service fees.

Total debL payable

Less current portion

TOTAI LONG-TERM DEBT

of the following at June 30,

20LL 2010

$ 1,919,000 $ 1,971, O0O

I83,122 155. 633

2 , r02,122 2 , 126, 533

(63.036) (s9.878)

15



SANITATION DISTRICT NO. 4 OF BOYD COUNTY, KENTUCKY
NOTES TO FINANCIAL STATEMENTS

JUNE 30, 2O1O AND 2011

NOTE 2 - LONG-TERM DEBT NCONTINT'ED''

&AI,A}ICE
JULY 1

2OO9
BUSINESS-TYPE ACTIVITIES :

Note Payable

Note Payable

Bonds Payable

Note Payable

Bonds Payable

IIIATURITf ES :

$ 17,141

? nrn nnn

$ 2,031 . r47

PROCEEDS

155,633

s_____155. j!]

PAYMENTS

$ (17,141)

-0-
(49,000)

s ( 66. 141- )

BAI,ANCE
,TUNE 30

2010

s -0-
155,633

1.971,000

9_2-t25rt33

B.AI.ANCE
JI'LI 1

20LO

s 155, 633

1, 971, 000

L2_J25.83

PROCEEDS

s 3s,967

PAIMENTS

9 (7,878)

(52. 000 )

BAI.AIiICE
.TUNE 30
20Lt

s r83,122

1.919.000

L2.192-1225______:5. j5r /qo a"o\

20L2
201-3
20r4
2015
2016
Thereafter

TotaL

Interers t

3,634
3,473
3,308
3,I4A
2,969

s 5s,000 $
57, 000
60, 000
62,000
64, 000

Note Pavable
Principal

$ 8,036 S
8,198
I ,362
8, 531
8,t02

Bond PavaJf,le
Principal Interest

81 ,282
85,065
82,168
80,350
17,852141,893 27,495

L_t33,J22 5___l_a-.o_1e

7 , 62r,000 '7 5't .5o.(

l_l-_919,_0sq 5__1,_iza-. ell
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SAIiIITATTON DTSTRICT NO. 4 OF BOYD COUNTY. KENTUCKY
NOTES TO FINANCIAI STATE!4ENTS

W

NOTE 2 - LONG-TERM DEBT 'ICONTTNUED'I

Bond and Interest Sinkincr Fund
The Kentucky Rurar !'later Finance corporation pubric proiects Refundinq
Revenue Bonds ordinance c,f 2003 provides that monthty pJyments be madeinto this account that are equar to one-sixLh (i/ 6) of the nextinterest payment plus one-tweLfth (r/12) of the next principal payment.
The required amount to k,e deposited in the sewer -eond inteieit andsinking Fund account as of June 30, 2orr and 20ro is sg2,314 and
s81,8s5.

As of June 30, 2011 and 1ZO10, the Sewer Bondhas totaf funds in the amount of $g2,314 andInterest and Sinking Fund is in compil-anceWater Finance Corporati,>n public pforects
Ordinance of 2003.

Revenue Fund
The Governmenta.L Agency covenants and agrees that it wilr deposit inthe. Reve_nue Fund, promptly as received fiom time to t1me, ull .".r"nr..of the system, as same may be extended and improved from trme to time.The moneys in the Revenue Fund shall be used, disbursed and applied bythe Governmentar Agency only for the purpose in the manner and order ofpriorities specified in thi" Assistance Agreement, afr as permltted bythe Act, and in accordance wj-th previous contractua.l- commitmlents.

Sinkinq Fund
The Governmental Agenc!' is obligated uponobligations to provide for the debt servlceobflqations.

T^f6r6ct- .n-l cihLi^^ FUnd
$81,855. The Sewer Bond

with the Kentucky RuraI
Refunding Revenue Bonds

the issuance of the
requrrements of the

If the Governmental Agency. for any reason shall fail to maKe anymonthry deposit as required, then in .amount equar to the deficiencysharl be set apart and deposited i-nto the sinkinq Fund out of the firstavailable revenues in the ensuing months, wnich amount shaLt be inaddition to the monthry deposil otherwise required during suchsucceeding months - whenever there shar,r accurnu.Iate in the sinkiig Eundamounts in excess of the requirements durlng the next twelve months forpayrnq- the principal of and interest due on the outstanding bonds, assame fa]l due, such excess may be used for redemption o, pr.puy..nt otany outstanding Bonds, subject to the terms and conditions set forththerein, prior to maturity.
Operation and Maintenance FundThere shafL next be transferred monthry from the Revenue Fund anddeposited into said operation and Maintenance Eund, sums sufficient tomeet the current expenses .of operating and maintaining the System. Thebafance maintained in sard operation ind Maintenance Fund sharr not bein excess of the amcunL required to cover anticipated Systemexpenditures for a two-month period pursuant to the cov€rnmentalAgency' s annual budget.

I1



SANITATION DISTRTCT NO. 4 OF BOYD COUNTI . KENTUCKY
NOTES TO FINANCIAL STATEMENTS

W

NOTE 2 - LONG-TERM DEBT N COIiIIINI'ED N

Surplus Funds
subject to the provisi,)ns for the dispositi-on of the income andrevenues of the system as set forth hereinabove, which provrsrons arecumulaLive, and atter paying or providing for t.he payment ot debtservice on any subordinate obligations, there shall be transferred,within sixty days after the end of each fiscal Vear. the balance ofexcess funds in the Rever.ue Fund on such date to the sinking Fund to beapplied to the maximum extent feasibre to the prompt purchase orredemptron of Outstanding Bonds.

Maintenance and Replacement Reserveunder the terms-.of !h" xentucky rnfrastructure Authorrty AssrstanceAgreement, the District is required to establish a Marntenance andReplacement Reserve acco'.rnt into which $1,000 is to be deposited eachDecember 1 beginning Dec,:mber r, 2oro untir the balance in the reservereaches s10.000. Amount:; in this account may be used for extraordrnarvmaintenance expenses rel,rted to the Stepheni Meade proje.i ;;-i;;';;:unbudgeted costs of replacing worn or obsolete portions of t.fre project.

The proprietary fund has a portion of rrs net assets restricted inconnection wi-th assets restriated in use, bond interest and redemption-Restrlcted net assets rncrudes the excess of restricteo casn overliabilities payable from restricted cash.

As of June 30, 20rr and 2010, restricted cash were as forlows:

Bond and I nte res t:

TOTAI RESTRTCTED CASH

2otL

s 82,374

i_82._X3

20ro
q Qr aqq

$ 81.8ss

As of June 30, 201I, the District had deposits of 5326,Ajjconfirmed by the frnancial instltutions. Of this amount,covered by federal depository insurance and 51 6,411 wascoJ-lateral held by financial institutions with a par valueand market value of S502.136.

and S233,351
9483,351 was

secured by
of $875,000
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SANITATION DISTRICT NO. 4 OT BOID COUNTY, KENTUCKY
NOTES TO FTNANCIA], STATEMENTS

@
'' CONTINT'ED II

NOTE5-CAPITALASSETS

BAI.ANCE
JUI,Y 1

2OO9 ADDITIONS DTSPOSALS
Capital Assets at Historical Costs:
La nd
Lines and Extensions
Equipment
Veh icfes
Office Buildings
St cnher- < Mpr.la Dr^iaCL

TotaL CapitaL Assets .

at llistori.cal Cost _ 1.848,686

Less: Accu![rlated Depreciation :

; 30,1r1
1 ,095, 461

202,382
136,039
384,081

$

92,507
84 ,296

184,061
387. 450

748, 308

(L20 ,2r9)

BAI,ANCE
JIJNE 30

20to

I 30, 717
1,495,461

294 ,883
224 ,335
568,r42
387,450

a qo6 00.4
______:!_r__!_.!_ !_1

(I,41I,169
( r11 ,304
(rr1 , 51 3
(83,444
(r2, 640

I1 QA) AAA \

s-_6-.1l-4-l! j

BAI.ANCE
JI'NE 30

20Lt

$ 30,717
1 ,656,494

468,624
2I1 ,635
568, r42

B.94I.612

(1 620 , 315
225,3r5
149,331

t11A A'lq\

t2. ro9,5a6)

s__5-_8 32- 1!5

Lines and Ext en s ion s
Equlpment
Vehicles
Office Buildings
Stephens Meade Proj ect

Total Accumulated
Depreciat ion

Capital Assets, Net

( 1, 3s1, 550
(145,889

(87 ,684
(s7,883)

_(7.643,006)

L_5.29j.,530

(12,600)

(2L9.684]'

$ 528.624 S

(31,41s
(29 ,889
(25,56r

B.AI,A}iICE
JI'LY ].

20LO
Capital- Assets at Historical Costs:

Tota] CapitaL Assets.
at Historical Cost _ 8,596,994

Less : Accumulated Depreciation :

Land
Lines and Extensions
Equ rpment
Vehi c -Ie s
Office Bu i ldings

Lines and Ext en s ion s
Equipment
Vehic les
Office Bu i Idings

Total Accumulated
Depreciation

Capi-tal Assets, Net

i 30 ,1t-]
1 ,482,9I1

294 ,883
220,335
568. r42

(7, 484 ,369)
(711 ,3041
(rr1 , 51 3)

IA2 AAA\

_(r.862.690)

z-s--l-3-4,]e!

ADDITIONS

I
I13,511
I13,1 4I

DISPOSAIS

$

(2,140)

341 ,3r8

(136, 006)
(48,011)
(32 , 919)
(31.035)

t2,1AO)

r, 215

(248.O3r) r.2r5

9__ 32,231 S__-___l_1-_4,85)
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SAI{ITATION DISTRICT NO. 4 OF BOYD COIJNTY. KENTUCKY
NOTES TO FINAIiICIAL STATEMENTS

JUNE 30, 2011 AND 2O1O
''CONTINUED"

NOTE 6 - CONCENTRJATIONS OF CREDIT RISK

The District's revenues are
CounLy. KY. The bj I I ings to
.^rlnr-,/ r.,an r- ,, ^ L r, -^aounL for
year ended June 30, 20L7.
contracts with all customers

generated from services extended to Boyd
the Federal Correction Institution in Boyd
a total 0f 43% of total revenues for the

Management belleves the nature of the
is adequate to minimize credit risk.

NOTE 7 - EMPI,OYEE BENEFITS

S TMPLE PI,AN
The empl-oyees of the District are covered under a Savings Incentive
MaLch Plan for Employees of SmalJ Employers (SIMpLE). AII employees of
the District are eiigjble Lo parricipace in the plan. The Disrrict
pays an amounL up to 3% Jf Lhe employee's saiary. The expenses of the
District were $27,206 anC S15,356 for the years ended June 30, 2011 and
2010, re spec t i vel y.

NOTES-NOTERECEIVABLE

The District is due a note recelvabLe from Ritchie fnvestments, LLC
dated September 1, 2001 for the sale of and secured by the offlcebuilding focated at 8--,1 State Route l16, Ashland, Boyd County.Kentucky- The note is payable in sixty (60) monthLy instalrments of
$279 including interest ,rf 4? per annum with a bal.Ioon paymenr oue on
October 5, 2072. The balance as of June 30, 20II was S40,067.

The rnaturity of the note receivable is as follows:
June 30, 2012
June 30,2013

TOTAL NOTE RECEIVABLE

NOTE 9 - RECI"AS SIFTCATIONS

Certain amounts in the prior year
reclassified for comparat ive purposes
the current year financial statements

$ r,926
38.141

s_______4 !-_0_6r

financiaf statements have been
to conform to the presentation ln
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SA}.IITATION DISTRTCT NO. 4 OF BOYD COUNTY, KENTUCKY
NOTES TO TINA}.ICIAI STATEMENTS

JnNE 30. 2011 ANp 2010

NOTE 10 - CONSTRUCTION IN PROGRESS

The Distrj-ct has committed to the extension of lines under the Stephens
Meade Project which was projecLed to cost $475,000. This project is
being funded by proceeds from the American Recovery and Reinvestment
Act of 2009 in the amount of S400.000, administered by the Kentucky
Infrastructure Authority, with the remainder to be funded by locaI
monies.

As of June 30, 20II , the District expended S491,816 to complete thrs
proj ect .

The agreement Lo receive these funds is strucLured to forgive 52% of
the proceeds with the remainl ng 482 to be repaid with semi -annual
installments of $5,835 over 20 years at 2A interest per annum. As of
June 30, 2OII, District had received S400,000 from the KIA, $191,600
recorded as a note payable and $208,400 recorded as grants received.

NOTE 11 - SI'BSEOT'EI{T EVENTS

rn nran:ri na r heSe finanCial Statemant s fha a.rmn:n\/ has evaluatedvvr,,t,qrr)
events and transactions for potential recognition or disclosure through
January 26, 2012, the date the financial statements were available to
be issued.

The DistricL previously received a portion of Lhe net profits Iicense
fees collected by the Boyd County Fiscal Court Lo assist in operations
of the Distrj-ct. This supplemental lncome ceased during the year ended
June 30, 2011, and the Boyd County FiscaI Court requesLed Lhe District.
and the District agreed to repay $313,000 towards the FiscaI Court, s
bond obl iqation.

)1



SANTTATION DISTRICT NO. 4 OF BOYD COUNTY, KENTUCKY
SCHEDT'LE OF OPERATING EXPENSES

FOR THE YBARS EI{DED JI'NE 30. 2011 ATiID 2O1O

IREAITT{ENT EXPENSES :
T rea tment
Wages
Chemicals
Repa i rs
Emnl ovee Rcnefifs
Utilities
Payroll Taxes
t ue_L
T.:h.\r.af^rr, a^cl- a

Contact Labor
Miscel.Laneous
Equipment Rental
RiIIinn Qprr;i npc

TOTAL TREATMENT EXPENSES

ADMINIST&ATION:
R^.1 nal\f Fvnohaa
Supplemental Income Repayment, net
fnsurance
Legal, and Pro fes s i ona I
Office Suppl ies
D^<l-.^a :ni nal i r-..- -,.. Jery
M.r n.a.ramon f E aAc

Bank Charges
Engineering
Advert is ing
Meals and Entertainment
Dr)cs An.l Srrfrqcri DtionS
Bond Expense
Miscellaneous
Travef
Treinind trvn6nca
Licenses and Permits

TOTAI ADMINTSTRiATION

s 2.430.991

2OIT

5 r, 421 ,090
389,148
150,468
1.44 ,859
L42 ,259
r27 ,3r9

16, 601
1,9,945

6, r32
3,921
r,644
1,611

2010

s r,41 3,640
384,642
1.25,813
263,538

66,905
107,988

28 ,24r
13,530
9.108

10,3t-0
6, 106
3,203
r,859

e ? /o/ aa?

$ 3s,8s8

B,315
)) '210

27,937
rl ,688
rr,250
5,143
4,485
2,23I
I,864
3,027

13r

949
5,629

59,705
26,628
2? 1-iq
22, 310
22 ,250
16,504
11,400

1 ,4I3
6,7 09
2, 464
7,925
I,I82

733
54 5
370
330

50

s___2!3.231 s____l3l-_t€5
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CE Afl F' EO PU d L'C ACCOU NTANTS 429 - 13th Streel, P.O. 8ox 1360

Ashland, Kentucky 41 lo5-1360
(606) 32+16s6
(800) 377€270

FAX: (606) 324-4739

Because of the :;ize of the Sanitation District No. 4 of Boyd
Counly, Kentucky and the smaII number ol= persons rL employs,
iL .is not possible f r:orn a practical perspecLive to achieve
segregaLjon of (iuLies in rnany areas. As a resuJt, a highly
structured rnternal control system cannot exist. Management
and the []oarcl of Di rccl ors should remain aware of the
rnLegr iLy of the employees and the need Lo plovlde
appropr i ate superv rsion.

F UL D^V]O cerFF tx. ca
JOHN N'CHAEL OELAXCU CPA
fe cY 

',EAL 
,|IL,-UA,|, CP

,toxafHAx e LEtt, cPA

BEVEBLY sUE PEHEEnton, CA
CHERYL GE FF'TX 

'EA,,,,ELL 
C?A

xtuaEeLY P vnE cuetts, cP
P€PORT ON INTERNA], CONAROL OVER FINANCIAI REPORTING

AND ON COMPLIANCE AND OTHER MATTERS BASED ON AN
AUDIT OF FINANCIAI STATEMENTS PERFORMED IN

ACCORDANCE WITH GOVERNMENT AUDITING STANDARD S

.l;r r) ua r y 25,2012

- The Board of Dlrectors
Sani ta t ion District No. 4

_ 
Boyd County, KenLucky

We have audited the fi nancial statements of the business-1ike activities
of Sanrtatron DisLrrct No. 4 ol llr)y(J riounty, Kentucky, as of thc .rnd for Lhc

_ year ended June 30, ?0f), wfri,::h r:c-., Ilec:Lively comprise SanrLation District
No- 4 of Boyd (,'ounty, Kcrrt r.rc:kv':; ir.a::r,- I in.rrrr:i.r I st-atements and frave rssued
our reporLed lhereon daLecl J,lnud ry ,'6, ?0I2. t/i e conducted our audit in
accordance wiLh audiLing sLan(iards gener.:lly accepted in the Unrted States

- of American and the sLandards applicable to the financial audits contarned
in Government Auditinq Standards, i ssuecl by the Comptroller General of the
United States.

Internal- Control Over FinanciaL Reportr-ng
In planning and perf ormin,J our audit, we consider SanitaLion District

No. 4 of Boyd county, Kentuck/'s interna.l control over financial reporting
- as a basis for designing olr auditing procedures for the purpose of

expressing our opi nions on Lhe f i nancia i star-emenLs, but not for the purpose
of expressing an op rn ron on tire ef fect iveness of Sanitation Distrr-ct #4 of

- Boyd County, KenLucky's internal control over financial reporting-
Accordingly, we do not express an opinion on the effectiveness of Sanitation
District No- 4 of Boyd County. Kentucky's internal control over financiaf

_ report rng.

Our consideration of j.nterna.l. control over financial reporting was for
the limited purpose describeci in thc preceding paragraph and would not

- necessarily identr fy all deficiencies rn internal control over financial
reporting thac might be srgnr ficanL defrciencies or material weaknesses -

However, as discussed below, we identified a certain deficiency in internal
- control over financial report:rng that we consider to be a signi ficant

deficiency.



The Board of Di rectors
Sanitation District No. 4 of Boyd county, Kentucky
Boyd County, Kentucky
January 25, 2OI2
Page 2

Under the ter:ms of the Kentucky fnfrastructure Authority
Assistance Agreement, the District is required to establish a
Maintenance and Replacement Reserve account into which $1-,000
is to be deposited each Decenber 1 beginning December 7, 2010
until Lhe balance in the reserve reaches S10,000. This
reserve account has not Vet been established.

A control deficiency exists when the design or operation of a control
does not a1low management or employees, in the normal course of performing
their assigned functions, to prevent or detecL misstatements on a time-Iy
basis. A significant deficiency is a control- deficiency, or a combination
of control deficiencies, that adversely affects Sanitation District No. 4 of
Boyd County, Kentucky's abili.ty to initiate, auLhorize, record, process, or
report financi-a1 data reliably in accordance with genera.Lly accepted
accounti.ng principles such that there is more than a remote likelj-hood that
a misstatement of Sanitatio:r District No. 4 of Boyd County, Kentucky's
fi.nancial statements that is more than inconsequential wiIl not be prevented
or detected by Sanitation District No. 4 of Boyd County, Kentucky's internal
control . We consider the deficiency described in the preceding paragraph to
be a significant deficiency in internal control of financial reporting.

A material weakness is a significant deficiency, or a combinatjon of
significant deficiencies, that results in more than a remote Iikelihood that
a material misstatement of the financial statements wi]l not be prevented or
detected by Sanitation District No. 4 of Boyd County, Kentucky's internal
control.

Our consideration of the internal control over financial reporting was
f^r fha limil-a.l nrrrnose described in the firsf naraoranh of this seclion and
would not necessarily identify aIl deficiencies in the internal control- that
might be significant deficiencies and, accordingly, would not necessarily
disc.Iose aIl- significant deficiencies that are also considered to be
material weaknesses. However, we do not believe Lhe significant deficiency
described above is a material weakness.

Comp1iance and Other Matters
As part of obtaining reasonabfe assurance about whether Sanitatron

District No. 4 of Boyd CounLy, KenLucky's financial statements are Iree ol-
material misstatement, we performed tests of its compliance with certairr
provisions of laws, regulations, contracts, and grant agreements,
noncompliance with which could have a direct and material" effect on the
determination of financial statement accounts. However, providing an
opinion on compliance with those provisions was not an objective of our
audit, and accordingl-y, we do not express such an opinion. The results of
our tests dj,sclosed an instance of noncompliance or other matter that is
required to be reported under Government Auditinq Standards:

Under Lhe terms of Lhe Kentucky
A<<i cfrn-a A^raamani iha ni <i ri -i'
Maintenance and Rep l- acement Reserve

I

I

Infrastructure Author i t y
i s reorri rp.l f^ esrahl i sh a
account into which 91, 000
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The Board of Directors
Sanitation District No. 4 of Boyd County, Kentucky
Boyd County, Kentucky
,January 25, 20t2
Page 3

is to be deposited December 1 beginning December 1, 20L0' until the balance in the reserve reaches $10,000. This
reserve account has not yet been established.

This report is intended solely for the information and use of
management, Board of Directors, others within the entity, and federal-
awarding agencies and pass-through entities and is not intended to be and
should not be used by anyone other than these specified parties.

/m/gfu,,k"f,ka

I

I
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