
SAI\IITATION DISTRICT NO. 4
OF BOYD COI'NTY , KENTUCKY

FINA}iICIAI STATEMENTS

,JI'NE 30, 2012 AI|D 2011



L

IL

L

L

iL

Il-

I

I

L

I

L

L

TABI,E OF CONTEIIIS

INDEPENDENT AUDITORS' REPORT

MANAGEMENT' S DISCUSSION AND ANALYSIS

FINANCTAL STATEMENTS:

STATEMENT OF FUND NET ASSETS - PROPRIETARY FUND

STATEMENT OF REVENUES, EXPENSES AND CHANGES
IN NET ASSETS - PROPRIETARY FUND

STATEMENT OF CASH FLOWS - PROPRIETARY FUND

NOTES TO FINANCIAL STATEMENTS

SUPPLEMENTAL SCHEDULE :
SCHEDULE OF OPERATING ENPENSES

REPORT ON INTERNAL CONTROL OVER FINANCIAT REPORTING
AND ON COMPLTANCE AND OIHER MATTERS BASED ON AN
AUDTT OF FINANCIAL STATEMENTS PERFORMED IN
ACCORDANCE WITH GO\tERmfiFrI AUpItINc STITDARDS

PA(IE

3-4
5-8

9

l-0

LI-T2
!5 - Zr

22

23-24

L

I

L

L

I

L

L

L



f,^ypm, %u9"o,tg,, Jfi/,l",*,, g 6*r,Vrt",y
C ERNF'ED PU B UC ACCOUITIANTS

PAUL OaVtO GntFF t t, CA
JOnn atclt^4 oc,- xEu cA
tRlcy xE L ,ltLlfl,t t,cP
JOxltH^N C- LEft, CP

gEVEBLV t6UE PEnAEetO,a, CA
CHENYL AE FNflI EAAUNELL, CPA
xtuaEeLy P YnE cue',', cP

429 - l3th Srreet, P.O. 8ox 1360
Ashland, Kentucky 41 105-1360

(606) 32e.1656
(8{Xr} 3Z-6270

FAX: (606) 324.4739

I N DE I)EN DENT AUDITORS' REPORT

Board of Di recto rs
Sanitation District No
Ach1rnd Kanf ,,^Lu

January B, 2013

4 of Boyd County, Kentucky

We have audj ted che accompanying financial statements of the
business-type activities of Sdnitation District No. 4 of Boyd County,
Kentucky ("the Distr)cl") as o{ and for Lhe years ended June 30. 20L2 and
2011 as listed in the tabfe of contents. These financial statements are
the responsibility of Lhe DjsLricL's management. Our responsibility is to
express an opinion on these general purpose financiaf statements based on
our audit.

We conducted our audit in accordance with auditing standards
aana-: l r,, r^^^^r^^ in the United States of America and the Standardsu!e!PLsv

applicable to financial audits contained in Government Auditinq Standards,
issued by the Conptroller cenera.l of the United States. Those standards
require that we plan and perform the audit to obtain reasonable assurance
about whether the general purpose financial statements are free of material
misstatement. An audjt rr-iludes examining, on a test basis, evidence
supporting the amounLs and disclosures in the general purpose financial
statements. An audit a.Iso inc.ludes assessing the accounting principles
used and significant esLimal:es made by management, as weII as evaluating
the overall general purpose financial sLaLement presentation. We believe
th,af orrr :rrr'l ir nrnrrideS a feZtsOnable baSis for orrr oninion.vyrrravrr.

In our opinion, the financiaf statements referred to above
present fairly, in all maLcrial respects, Lhe financial posLLion of the
business-Lype activiLies of Sanitation District No. 4 of Boyd County,
Kentucky as of June 30, 2OI2 and 2017, and t.he changes in financial
position and cash fiows f<>r Lhe years then ended in conformity with
r--^rrhr- i na ^-i n^i ^ r^q oenera l j v a..cnfe.l in the United StateS of America.y ueL!PL!v
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In accordance with Governnent Auditins Standards,
issued our report dated January B, 2013 on our consideration
Dlstrict No. 4 of Boyd County, Kentucky's internaf control
reporting and our tests of its compli-ance with laws,
contracts, and grants. That report is an integraf part
performed in accordance with Government Auditing Standards
re:d i n ..\n-i,,n,,-t ian uri th thi < ran.\rr- i n nan<i Aori nn I ha
audit.

,,^ l^^-,^ ^t^^
of Sanitation

over financial
r6drr'l rt- i 

^ncof an audit
and should be

re sul-ts of our

GASB.
principally of inquiries of management regarding the method of measuremenL

The management's discussion and ana-Lysis and supplemental
schedufe on pages 5 - 8 and 2l are not a required part of the basic
financial statement.s but are supplementary information required by the

We have applied certain limited procedures, which consisLed

and p.resentation of the supplementary information. However, the
inforrnation j n the schedule has not been subjected to the auditing
nrcrr-crirtraq :nnl i orl i_n the audit of the basic f inanciaf Statements and we
offer no on i n i nn n., it.

tutre
DELAN EYZ,

,ffia^"
HILLMAN & COM
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SANITATION DISTRICT NO. 4 OF BOYD COUNTY, KENTUCKY
II{ANAGEMENT' S DISCUSSION AND A}iIAI.YS IS

ANNUA], FINANC IAI, STATEMENTS
FOR THE TISCAI, YEARS ENDED JT'NE 30, 2012 A}ID 2011

Our dj,scussj-on and analysis of Sanitation District No. 4 of Boyd county,
Kentucky's financial perfor;nance provides an overview of the District's
financial- activj,ties for the fiscal years ended June 30, 2072 and 2011 -

Please read it in conjunc:Lion with the accompanying basic fj nancial
statements. It is our intent that thj,s discussion provide all parties
interested in the District's financial condjtion, especially Lhe users of
the facifities, a better understanding of the District's operations and
financiaf status.

The District reports its financial statements in a required model format
issued by the Governrnental A<:counting Standards Board.

Financial Hiqhliqhts
. As of June 30, 2012 and 2OII , the Dist.rict's assets of $8,387,533

and $8,331 ,942 excee(led liabilities of $2,42I ,L99 and $2,505,301 by
$5,966,334 and 55,832,64I. This excess incfudes the value of
capiLal assets plus resources resLrjcLed to specific projects by
1aw, regulation, or contractual agreement of 54,569,942 and
$4,729,384, restr.icted resources of S11,180 and $11,173 which
represent money set aside Lo sdL isfy ]oan covenants, and
unrestricted resources availabfe to continue District operations
into the next fiscal year of $1,385,2I2 and 57,092,084.

. Unrestricted cash balances as of June 30, 2012 and 2017 were
5903,251 and $723,100 and current liabilities payable from those
funds were S347,178 and 5326,91 4. Collections of receivables allow
1-imclv navment of ljabilities.

. The District's overal] Iong-term debt decreased by a net of S63,037
through the payment of outstanding principal.
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SAI{ITATION DISTRICT NO. 4 OF BOYD COUNTY. KENTUCKY
II{AbIAGEMENT, S DISCUSSTON AI{D AI{AIYSIS

A}TNUAI FINANCIAI, STATEMENTS
FOR THE FISCAL YE:ARS ENDED JUNE 30. 2012 AND 2011

Overview of the Financial Statenents

The Dlstrict's basic financial statements include: (1) fund financial
statements, and 12) notes to the financlal statements. These financiaL
sLatements present informat.ion about business-type act iv i L ies, which
consists prjncipally of the fees the DisLl ict charges ics users to cover
all or most of the cost of ttLe services it provides.

Fund Financial Statements

The fund financial statements provide detailed information about the
nr^^ri6'-r/\' €"h^ When th<: District ch.r roes .-nsl nmprs for services itL U r YvJ
orovicles- f hFqa qpTrrinan ^^n^'-l1\/ ran.\rl- a.l in nr/rnriaf ar\/ frrnclc9Elrs.Ldr-Lj yrvt-------r
Proprietary funds are repor:ed in the same way LhaL aIl acL ivities are
repo.rted in the Statement o:: Net Assets and the Statement of Activities.
ln far:r - fhe ni<f ri.-f 'q pni.olnriec frrnde /: /^^mn.\^a^l nf nrnnriat:r\,' frrndc\\qvv|l|t/v||91|\vLP!vyr

are the same as the businesst-type actjviLies we report in the government-
wLde statemenLs but provide nlore detail and additional information, such as
cash flows for proprietary funds.

Notes to the financia]. statements

The accompanying notes to Ehe financial
essential to a fufl understanding of the
notes to the financral statements begin
f inancia I sfaLements-

Reporting the District as a l{trole

statements provide information
fund financial statements. The
immodi:l- otrr fnt Inr.ri n^ *l-.^ 1-,-^i^y , vrrui -,r9

One of Lhe mosL important questions asked about the DisLricL's finances is,
"Is the District as a whole better off or wor:se off as a resuft of this
year's activities?" The Stat.ement of Fund Net Assets and the Statement of
Rp\/Fntleq. E).nFnqFq anci Chanoc's i n Frrnd Not AqsFl- c ran.lrf i nf ormation abouL
the District as a whole and about its activities in a way that helps answer
l hi< 

^rraci. 
i^n

Our discussion begins with an analysjs of overall revenues and exper.ses and
their treatment. An overr,rhelming majority of the District's revenue is
received from charges for serrjces.

For the year ended June 30, 2017, the District's totaf revenues increased
from a year ago by $265,f55 (9.1%) whife totaf cost of alI programs and
services (inc)uding depreciat ion) i ncreased by $57,492 11 .94). OveraIl, nel
operating income increased by $201 ,663 for rhe fiscal year. This increase
is the resulL of rate increasr:s imposed on iLs cusLomers by the District.
For Lhe year ended June 30, 2012, the District's total revenues decreased
from a year ago by $784.701 (27. j"a ) while tota.l cost of all programs and
services (including depreciation) increased by 526,932 (0.9%) . Overall, neL
operating i ncome decreased by S81I,633 for Lhe fiscaJ year.
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SAI{ITATION DISTRICT NO. 4 oF BOYD COUNTY, KENTUCKY
!{AIIAGEMENT' S DISCUSSION AIID AI{ALYS TS

AI{NUAI FINAIiICIAL STATEMENTS
FOR THE FISCAI YEjARS ENDED .TUNE 30. 2012 AIiID 2011

Reporting the District as a Wtrole "continued"
For the year ended June 30, .20L1, treatment expenses decreased by 2.6%.

For the year ended June 30, i2012, treatment expenses increased by 3.9%.

Financial Analysis of the District's Proplj.etary Fund

At June 30, 2012 and 2017, the District's proprieLary fund reported total
net assets of $5,966,334 and $5,832,647, which 1s an increase of $133,693
and a decrease of S34,849 or 2,32 and 0.6% from the prior year. A portion
of total net assets ($11,180 and $11,173) is restricted as to use due to
I oan r:nvenanf rA.'lli rements.

Capital Assets

The District was able to make severa] caDita.I asset purchases without
incurring additional debt,

Debt

At June 30, 2012 and 2011., the DistricL had a note payable Lo Lhe KenLucky
Infrastructure Authority with a remaining bafance of $1?5,685 and $I83,122
to be repaid in semiannual instalfments of S5,835; and bonds payable to
Kentucky RuraI aCer Einance Corporation with a remalning balance of
9I,864,000 and $1,919,000 requiring annual- insLallmenLs of principaL and
semiannuaf installments of interest.
Note Receivable

On September ?, 2AO1 , the DistricL sold the office building at 831 SLate
Roule 716, AshIand, Boyd County, Kentucky to Ritchie fnvescmenLs, LLC for
$230,000. A promissory note was accepted for $46,000 to be repaid in sixLy
(60) monthly insLallments of $2'79 incLuding inLerest of 4? per annum with a
balloon payment due on October 5, 2013. The ba.lance of the note receivabl-e
as of June 30, 2012 and 2011 was $38,443 and $40,061 , respectively.



SAI.IITATION DISTRTCT NO. 4 OF BOYD COUNTY. KENTUCKY
}IAI{AGEMENT' S DISCUSSION A}ID ATiIAI.YSIS

AITNUAI, FINANCIAI STATEMENTS
FOR THE FTSCAL YEARS EI{DED JI'NE 30, 2012 A}ID 2011

tt ( CONTINUED) "

Contacting the District's Financial Manageoent

Thie f in,enr-i:l ran.\rf ie rtoc i nnad t^ nr^\'i r|6 ri+'izon' c f:vnAvara
cusLomers, investors, and credit.ors with a generaL overview of the
Di-strrct's finances and to shorr the District's accountability for the money
it receives. If you have questions about t.his report or need additional
financial information, conta,lt the District's Superintendent, at SanitaLion
District No. 4 of Boyd County, Kentucky, 831 State Route 716, Ashland, KY,
41702, teLephone number (606) 928-3936.
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SAI. ITATION DISTRICT NO. 4 OF BOYD COT'NTY. KENTUCKY
STATEMENT OF FTJND NET ASSETS

JUNE 30. 2OTI AND 2O1O

ASSETS

CI'RRENT ASSET
Cash
Accounts Rece ivabl e
Noi e Receivahle- CurrenL Portion

TOTAI CURRENT ASSETS

Restricted Cash (NoLe 3)
Capital Assets, iNer o[ 

^ccumu]atedDepreciation of 52,3'ag ,94I
and $2. 10 9, 506)

lnl ^nnihlF Accal s - { NFl ol A.c .nu l a f ed
Amortization of $9,7.15 and $8,813)

Note Receivable, Net of (:urrent Portlon

TOTAL ASSETS

LIABILITIES
CT'RRENT I,IABILITIES

Accounts Payable
Accrued Payroll Liabilities
Accrued Interest Payable
Accrued Wages Payable
Lawsuit Settlement Payable - Current
Bonds Payable - Cu r rent
Notes Payable - Cu r rent

TOTAI, CURP€NT LIABILITIES

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

TOTAJ. LONG-TERM DEBT

Lawsuit S et t l- ement Pavable -
Net of Current

TOTAI, LONG-TERM LIABILITIES

TOTAI IIABILITIES

NET ASSETS
Thva<t-A/l in a.^i' -l, 

' ' voy ' ' o L

RelaLed
Restrlcted for Loan
Unrestricted

NET ASSETS

As set.;, net of
Debt
Repayrnent s

20L2

5 903,251
126 , 018

4, 903

r,634,L18

92 ,243

6, 609 ,621

I1 , 945
33,540

B, 387. 533

285, 156
4,044

42,533
9 ,1Br

4 0, 000
57, 000
L r91

446.1rr

1,807,000
161 ,4BB

r,91 4,488

L.91 4 , 4BB

2, 42r. r99

4,569 ,942
11,180

r,385,2L2

s s.966,334

201L

s 123, r00
641 , 488

1,926

r,366,51"4

82,374

6,832, r06

18,861
38,141

8,331 ,942

213 ,59I
5,341

43,64r

4 0, 000
55,000

8. 036

A )E a1 t-

1,864,000
r1 5,686

2,039, 686

4 0. 000

2 ,019 , 686

? cnq ?n1

4,129,384
I).,I-1 3

r.092,084

s_:_,_9_32_,SAl

-^ i-r^^--l ^--+ ^Fd'r -r'rLca!dr vo! L wr

TOTAI NET ASSETS

The accompanying notes to the financial
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SANITATION DISTRICT NO. 4 OF BOYD COUNTY, KENTUCKY
STATEMENT OF REVENT'ES, EXPENSES Al{D CHANGES IN NET ASSETS

F1CR THE YEARS ENDED JI'NE 30, 2012 A}ID 2011

20]-2 20LL

OPER]ATING REVENT'ES
Service
qrlnnl Fmanl al Tnr-ome
Tap Fees
E-One Pump Customers
Rentaf Income
Miscellaneous fncome

TOTAL OPERATING REVENUES

OPERJATTNG EXPENSES
Trealment F.Yncn seS
Administrative Expenses
Depreciation
Amort i zat 1on

TOTAL OPERAT ING EXPENSES

NET OPERJATING TNCOME

NON-OPERATTNG REVENUES (EXPENSES)
Interest fncome
Reconnection Fees
Interest Expense

TOTAL NON-OPERJATING
REVENUES (EXPENSES)

INCOME (LOSS) BEFORE GRJA}TTS RECEIVED

Grants Recelved

CHANGE IN NET ASSETS

NET ASSETS, Beginning of year

NET ASSETS. End of vear

s 3,r43,205
'I a nl l

3,881

3.165.097

2 , 526 ,81r
153,305
259, 435

922

? o/n E?1

t?tr \64

) ?.q)
(3,430)

(89.833)

(90.871)

133,693

133, 693

5,832,647

$ 5,966,334

$ 2,892,162_

q 1?1

505

? qqR fqn

2, 430 ,991
203,951
248,037

923

, RR? qOR

r4, 482

3,94 4
(2,410)

1qo q?A\................]

t88. 452)

l1 3,91 0)

39. r2r

(34,849)

5.861 , 490

9_}._9_32-SA_L

^.,i-^ ^^Flne accompdny I ng noLes an i nj-adra I n^r1 .'! €to the f inanc.ial statements are

10



SANITATION DISTRICT NO. 4 OF BOYD COUNTY. KENTUCKY
STATEMENT OF CASH F'.OWS

PROPRIETARY FUND
FOR THE YE.AR ENDED .TUNE 30. 2OL2 A}ID 2011

CASH ELOVTS FROM OPER;ATING ACTIVITIES
Q6^6i ^+ c fr^h .,'StOmef S
P^vmFnl s fn Srrnnl j6p5
P'a\mant < l-^ Fmnl-, -...r -oyees

NET CASH PROVIDED BY OPERJATING
ACTIVITIES

CASH ELOWS E ROM NON-CAPITAI
FINANCTNG ACTIVITIES

(Decrease) Increase in Restricted Cash
Grants Received
Reconnection fees

NET CASH (USED) PROVIDED BY NON-CAPTTAI
FINANCING ACTIVITIES

CASH ELOWS FROM CAPITAI, AND RELATED
FINANCING ACTIVITIES

Principal Paid on Bond anl Notes Payable
Interest Paid on Bond and Notes Payable
Purchase of Cap i La 1 Asser s
Payments Received on Notes Receivable
Proceeds from Insurance
Proceeds from Note Pa yab l,:

NET CASH USED BY CAPITAJ, AND RELATED
FINATiICING ACTIVITIES

CASH ELOI'IS EROM INVESTING ACTMTIES
Interest Income

NET TNCREASE (DECRBASE ) IN CASH

CASH, Beginning of year

CASH, End of year

20L2

$ 3,080, s67
(2,338,150)

r lAl qq?\

?qn 1?1

2OLL

s 2,81 5,74r
(2,28r,046)

(389,148)

204,947

(9,929)

(3.430)

/1? ?qq\

(4s9)
39, r2r
(2.41 0l

36, r92

{189.310)

2.392

180,157

123 , I00

s 903.251

(s9,878
(90 ,91 4

(347 , 3I8
7,566

?q q6?

(460,631 )

4 ,262

(275,236)

q?R ?1A

$ 723.100

63 , 031
90 ,94r
40,846
r,624
3,890

The accompanying notes to the f inancia_I statements are an integral part of
these statements.

11



SATiIITATION DISTRICT NO. 4 OF BOYD COI'NTY. KENTUCKY
STATEMENT OF CASE ELO}IS

PROPRIETARI FUND
FOR TEE YEAR ENDED JI'NE 30. 2012 AND 2011

(CONTINI'ED)

20L2 201L
RECONCIIIATION OF OPER]}TING TNCOME

TO NET CASB PROVIDED BY
OPERATTNG ACTIVITTES

Operating Income S 224,564 S 14.482
A.lirrel-mAnta f^ rol^^n..i la nnarel-i,- -.--*--'r9

income to net cash provided
by operating activities:

Depreci.ation 259, 435 248,037
Amortization 922 923
Loss on Disposal of Assets - 1-,485
( Increase ) Decrease in:

Accounts Receivabl-e ( 8 4, 530 ) (25 ,2)-4)
(Decrease) Increase in:

Lawsuit Settlement Pavable (40,000) (40' 000)
Accounts Payable - 11,565 8,033
Accrued Wages Payable 9 ,18L
Accrued Payroll Liabilities (1' 303) (2,193)

_ TOTAI ApJITSTMENTS 155,870 190.465

NET CASH PROVIDED BY OPERATING
Airrvrrrgs $_____3-9-0.-4L4 9--29-4-2-41-

The accompanying notes to the financial staLements are an integral part of
these statements.

I2



SA}IITATION DISTRICT NO. 4 OF BOYD COUNTY. KENTUCKY
NOTES TO FINANCIAT STATEMENTS

@

NOTE 1 - SI'MIIIARY Or S I GI.II FI CATiIT ACCOUNTING POLICIES

The accounLinq policies of the SaniLation DistricL No. 4 of Boyd
a.\rrnt-\r kanf rr/-Lr, /\\f ha Di<t rir-f "I r-nnf nrm l-.) oenerallv acceDted

\ LIIL

-^^^,,-F; ^- ^-l -^i--ldccouncLng prrncrp_res ls aDoficable to qovernment unfts. The
Governmental Accounting SLandards Board (CASB) is Lhe accepted
af :n.l:r.l-eaf f i n.' hndrr f r:r ocf :h1 iehinn .rn\/prnrncni.l accol)ntino anclvJLuLlt|Yvvg]

+;hrn^i 1l F^^^rt- j nn nrinr.inloe The a- :^ - ^.'-.n  rv of rhe moreIl.llctll(--Ldl IepUI L rul f Uw-LlrV -LJ d >ullu.-'
sign ificant policies:

A. Orqanization
The Distrj-ct was created in accordance with the provisions of Section
220.100 of the Kentucky Revised SLaLuLes by an ordinance of the Boyd
Ccrnnf \/ Fisr-.e l ar\rrrt rrn flsr-eml-rp r 'lO 1q7A ThF nrrrn^qp of Lhe diStf iCL
is to provide saniLatior. sewer services to a porLion of Boyd County,
Kentucky.

B. Reportinq Entitv
The criteria used Lo de--ermine the scope of Lhe reporting entity and
its component units are ')versight responsibility inc.Iuding selection of
f ha anrrorni nn :rrth^ri l-(r .loeidhrj-i^n aF mrn.^ama^t ah.l -hi l i r.,\,vverlr,,y uuLrrv!rLy, uLJ49r,qLrvu ,"a,,o9r,"r,,r optLtLy
sionifir-antlv i n€1,,a^^6 ^h6 r. t i^^c. 5^-^,,nl. .l-\i Ii+t, €^r fiSCal mattel^s
innl,rr.iina r-\,,.1^6t-rr\, :'rf h.jri f r/ <rrrnlrrc/.laf i-ire ihil if rr faruuu9Erurl, quL,rv, r Ll,, JuryruJ/ !LJyv"Jrvll r LJ,

debt; fiscaf nanagement and revenue characteristics; score of public
service,' and any special financing relationships. Based on the above
^ri r-ari r i r- i - determjned that the renorl- i no ent i 1-v is sanitationL9tJvlLlI|YL|'LfL]

DisLrict No. 4 of Boyd Cc'unLy. KenLucky.

C. Basis of Presentation - Fund Accountinq
The accounts of the Dist.rict are organized on the basis of funds each
of which is considered a separaLe dccounting entiLy. The operations of
each fund are accounLecl Ior with a separaLe set ol seLf-balancing
accounts that compri se its asseLs, liabiliLies, fund equity, revenues,
and expenditures, or expenses, as appropriate.

Proprietarv Funds

Enter!'rise Funds
Enterprise Iunds are: used to account for operatjons (a) Lhat are
financed and operated in a manner s imi I ar to private bus iness
pnl-arnri ca< - whefe the intenL nf ihF .rrtr/Frn inn hndrz i s i-haf f haI lY vvu y

costs (expenses, irrcluding depreciation) of providing goods or
servjces to the general publlc on a conlinuing basis be financed or
recovered primarLly through user charges,- or {b) where Lhe
governing body has clecided thaL periodic determinaLion of revenues
ar rnart i nn,rrraA a^A/Or net inCOme i S annronr iafa fnr
accounLability, capita i malntenance, public pol,icy, managemenL
control, or other pu rposes.

D. Basis of Accountinq
All proprietary funds are accounted for using the accrua.L basis of
dccountrng. Revenues are recognized when edrned, and expenses are
rar-nrrni zori when obl ioal- i ons are i nr-rrf f ed.

13



SANITATION DISTRTCT NO. 4 OF BOYD COI'NTY. KENTUCKY
NOTES TO FTNAT{CIAI STATEMENTS

@

NOTE 1 - SUMMARY OF SIGNIFICA}IT ACCOT'NTING POLTCIES ''CONTTNUED''

E. Encumbrance Accounting
The Drstrict does not tse encumbrance accountlng. Since effective
budgetary control and ac:ountability and cash planning and control can
be facilitated without encumbrance accounting. this is not considered a
si.'ni f i.Anf .lcnArf rrra tr'.\m rranar: I I" r^^^ht-^-l a^^^,rh+ j n.r nrinr-inlec\jLrrv!qrty dLLcPLs\r oLUvurrLrrr\j
There were no unperfornred contracts in process at year end which
otherwise might have resulted in the need to encumber estimated
expenditures.

F. Receivables
Accounts receivabLe consists of billings of 9126,018 and $641,488 to
Lhe residenLS of Boyd CounLy, Kentucky and the Federal Correctional
Institution of Ashland, Kentucky, which were not colfected as of June
30, 201? and 2OI1 , respectively. No alfowance is required as aIl
amounts are deemed to be coffectible-

G. Capital Assets
CapiLaL assets, which j.ncf uded properLy, planL and equipmenL, are
reported in the fund financial- statements at historical cost.

ncnrF.i:fi^n reCOrded aS, an aIIOC^fe.l Fvl. anqa in the StatemenL Of
Revenues, Expenses and 'lhanges in Fund NeL Assets with accumu_Lated
depreciation reflected in the Statement of Fund Net Assets.
Depreclation is compute'l using the straight-line method over the
following est imated useful lives:

Equipment
Rtt i lrlinrrc :nrl nr^narl- -- .-'tY

3-10 years
1O-60 years

Depreciation expense for fhe years ended June 30, 2012 and June 30,
201 l was 5259,435 and $248,03I , respectively.

Capital additions, improvements and major renewals are capiLa lized,
whereas maintenance. repairs and minor renewa-Ls are charqed to expenses
when they are incurred- ln the case of disposals, the assets and
related reserves are remcved from the accounts and the net amount less
:nv nr^^^6-l- F-^m clj snos: s- is .-hrr.'ad nr nro^i|6..| i^ revenUeS-Jr fJ LrrqrY

Il . Cash and Cash Equivalents
F.r nrrrn.\qpq nf the SLdtement 6f q6sh f 1nr"r< t- ha nr.\nrieta-V f ljnd lvnelvl.vLJivU

considers aII highly liqrid investments wjLh an original maturity ol
three months or less to be cash equival-ents.

I. Use of Estimates
Thc nren:r:tinn Of I inanc:ia_I StatelnFnt q in cnnfnrmi f \/ ..r+LL)' wf Lrr dr LUur" rrr9
nrinni^la- ^--^-zllv ar-r-ertecl in l-he UniLed StateS of Americ,r reorrireqrLu r Lvur LLJ
management to make estimates and assumptions that affect certain
ra^^rt-6.{ 5tr^',hr s and diSllOSUreS. Ar-r-nrdi nnl rr r.^rrtel reSuILs coUId
differ from those est imates.
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SAI\TITATION DISTRICT NO. 4 OF BOYD COUNTY, KENTUCKY
NOTES TO FINANCIAI STATEMENTS

@

NOTE 1 - ST]MMARY OF SIGNIFICAT{T ACCOT'NTING POLICIES IICONTINT'ED''

,J. Ecrui tv Classif ications
In the fund f inancia-l staLements, equity is classified as net assers
:nd dicnl:rrod in thr6a

Invested in capatal- assets, net of related debt - Consists of
r-:ni l- :l :q<p-s in I rrcj ina rFsf ri cled ^ net ofuuyr Lor ,." uu rY LdPrLdr
accumulated deprecid:ion and reduced by the outstanding balance of
attl ,,,u,,9oges, noLes, or oLher borrowings Lhor crrs
aLLribuLabIe to I he acquisirion, consLruction, or improvemenl ol
those assets.

Restricted net asset.s - Consists of net assets with constraints
nl^.4d .\n f hF rrca oi f h6r h\, /1\ FVl- arnat arnrrne qrr/-h aq r-rp.li f rrrq
qrantors, contribuLors, or laws or regulations of oLher
.t.\\/arnmanrq. ^' 

/r'l lar., f hr.1rrfih r-nnel_ if )rf i^n^l nrnrrisi-9p5 Af
enabfing Iegislac i on.

Unrestricted net ass€rts - AIl other net assets that do not meet the
definition of "restricted" or "invested in caoi-ta1 assets, net of
related debt".

K. Advertisinq Expense
Advert ising expense tor the years ended June 30, 2072 and June 30, 20lI
was S978 and S2,464, respecLively

NOTE 2 - LONG-TERM DEBT

Revenue bonds and noLes p.ryabl.e consist of che following
2OI2 and 2017:

20t2
$2 ,21 4, 000 bonds payable
in va r iab.l e annuaf lnstal.lments
through January 1, 2033; interest
from to 4.03% to 4.78%

Note payable to Kentucky
Infrastructure Authority in
semiannual instalfments of S5,835
i ncludlng interesl at 2.00? pl us
service fees.

PdydurE

T.ac< -'rrronf n^rf i ^n

TOTAI, LONG-TERM DEBT

$ 1,864,000

at June 30,

2oLt

s 1,919,000

1?C 6aq

2,039, 685

(65.191 )

s 1,91 4. 488

rB3 , 122

2,r02,122

(63.036)

q , n?q 6aA
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SANITATION DISTRICT NO. 4 OF BOYD COI'NTY. KENTUCKY
NOTES TO FINANCIAI, STATEMENTS

@
'I CONTINT'ED "

NOTE 2 - LONG-TERM DEBT " CONTINI'ED "

BJALAIiICE

@-l
20LO

BUSINESS-TYPE ACTIVITIES :

N^f a Dr \rrh l 6

Bonds Payable

N^ia P:\/al-jI o

Bonds Payable

MATURITIES:

$ 155, 633

1 0"1 nnn

> l. Lzo. aJJ

PROCEEDS

35,961

s____15._952

PAIUENTS

s (7,878)

(52, 000 )

$_-_15_9,-8-74)

BAI,AIiICE
.'I'NE 30

2OLL

$ L83 ,'122

1,919,000

s 2.t02,122

B'ALANCE
JI'IY 1
20LL

s r83,122

1. 919. 000

s 2.r02,122

PROCEEDS

$

E-

PAYMENTS

$ (8,037)

(5s. 000 )

s (63.037)

BJAI.A}ICE
.II'NE 30

20L2

$ 175,685

1,864,000

s 2. 039, 68 5

20r3
20r4
2015
2016
20r1
Thereafter

Total

85,065
82 ,'7 68
8 0, 350
17,852
15 ,213

Principal

$ B, 198
I ,362
8,531
8,102
8,811

133,0l-5

s 175,685

Note Pavable
Interest

5 3,413
3,308
3, r40
2,969
t 1qa

18,701

s 34. 385

Bond Pavable
Principal Interest

s 57,000 $
60,000
62,000
64, 000
68, 000

1,s53.000 682.323

9__L-954.-A-qq $--1,--a-8:--01-1
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SAIiIITATION DTSIRICT NO. 4 OF BOYD COI'NTY. KENTUCKY
NOTES TO FINANC IAI STATEMENTS

@

NOTE 2 - IONG-TERM DEBT ''CONTINUED''

Bond and Interest Sinkinq Fund
The KenLucky RuraI Water Finance Corporation Public Projects Refunding
Revenue Bonds ordinance ,)f 2003 provides that monthly paymenLs be made
into this account that are equal to one-sixth (7/6) of the next
interest paymenL plus on€-twelfth (I/12J of the next principal payment.
The reotri rerj amorrnl- l-n lra .lan.\ci tcj ip Lhe Sewer BOnd lnteresL and
Sinking fund account as of June 30, 2OI2 and 207I is SB2,3I4 and
s82. 314 .

As of June 30, 2072 and 2011, the
has totaf funds in the amount of
Interest and Sinking Fund 1s in
Inlaf ar F"i nAn,^a ..,rnOrat j Cn PubIiC
Ordinance of 2003.

Sewer Bond Inte.rest and Sinking Fund
SB2,3I4 and $82,314. The Sewer Bond
ramnl i rnno wi i-h j. ha Kanf rr.k\/ Rrrr: l

pr^ iol^f c Raf nndi nr. aorranrra Rnnde, , vJs!Lr

Revenue Fund
Tha c^lrArnmanf >l adon-\, /^.r\ra^Anf q :n.l 1^r^^c I hrr i+ r.'i I I dennsi t in- ..:rency covenant's ano agrees fnat rt wl--L
fho Rarronrro Fl'nd nrr'\mntlrr eq ror-eirrcd frnm l-imF t.\ fima afl levenuesu'rv, ur
.\f 1-hF q\/qf am aq qama m.rrr l-re Fyl-en.lp.J ancl imnroved from fime tO t.ime.
The moneys in lhe Revenu(: Fund shall be used, disbursed and appfied by
the Governmental Agency only for the purpose in Lhe manner and order of
priorities specified in t:his Assistance AgreemenL. aIl as permitted by
the Act, and in accordance with previous contractual corunitments.

Sinkina Fund
The CovernmenLal Agenc!' is obljgdLed upon the issuance of the
obLigations to provide for the debt service requ.j-rements of the
obligations.

If che Governmental Agency for any reason shaIl fail Lo make any
mnnthlrr danncit ranrri rod l-hcn ^mnrrnf enrr:l i- fhc clcf ir-ienr-r.r
sh:ll hp q6f Fn:rf ancl denos irecl inro tha qinkinn F-r'nd ^rrf Of the firStJs L eyqrL u,ru vvPvr

-"-i r -Lr in rhc ensnino mor '^ shall be indvd_L-LclL)te tevellue>
add it ion Lo Lhe monthl y deposiL ot herwise required duri ng such
succeeding months. Whenever there shafl accumulate in the Sinking Eund
amounts in excess of the requirements during the next twelve months for
paying the prjncipal of and interesL due on Lhe outstand-ing bonds, as
same fall due, such excess may be used lor redempt ion or prepaymenc of
anv a)rl cf .rndi ncr Ronds. s rhiecl to fhe terms and Condi tionS Set forth
therein, prior to matur ity.

Operation and Maintenance Fund
There shall next be transferred monthfy from the Revenue Fund and
dennc i I FrJ i nf .1 c,a i.l Oner:1 ion and Maintor:nr-F Frrr-d <rrmc spf f j6ient toulPvJr Juru vPrru
m66i tha crrrr6ni- avnaneec nf nnor:tinn :nd m.einlaininn thc q\lqf cm The
balance maintained in said Operation and Maintenance Fund shall not be
in excess of the amo lnL requi red Lo cover ant icipa Led System
exoencl i I rr res f or .r twn-mnnl f. ner iod nrrrqlant f . 1-hF Covel. nmenLa]
Agency' s annuaf budget.

I1
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SAI{ITATION DISTRICT NO. 4 OF BOYD COT'NTY, KENTUCKY
NOTES TO FINANCIAL STATEMENTS

@

NOTE 2 - LONG-TERM DEBT I'CONTINI'ED''

Surplus Funds
arrhior-f t^ 1-h6 nrnvisinns for tha dicnncit inn nf Lhe income anduuvlsuL PrvwrJrvrrr
revenues of the System as set forth hereinabove, which provisions are
cumulat ive, and after F.ayj ng or providi ng for the paymenL of debt
service on any subordinate obligaLions, there sha-I1 be cransferred'
,.,irl-, i^ -i vr t, .lr\./q 

^f tFr l-he end of ^-^r r j ^^-1 the balance OfWILIIIII s-txLy (ldyJ u' Llr l.IJLaf ysolt

excess funds in the Reverrue Fund on such date to the Sinking Fund to be
appl ied to the maximum extent feasible to the prompt purr-hase or
ra.lomnl- i nn nf nrriql- ,an.li n.r R.rn.ls

Maintenance and Replacenent Reserve
Under the terms of the Kentucky Infrastructure Authority Assrstance
A.irecmFnt ihe ni si ri.t i s reorri red Lo establ i sh a Maintenance andl rY r v!r"!,, r.

Rrnlacement Reserve account into which S1,000 is to be deposiLed each
no.amhar I hprli.ninr.l na.FmfTor 'l 2010 until the balance jn the reserver vrY t trt'!ttY vr!\.Irpv t

reaches s10,000. Amounts in this account may be used for exLraordinary
maintenance expenses related to the Stephens Meade ProiecL or for the
unbudgeted cosfs of repla:ing worn or obsolete portions oI the Proiect.

NOTE 3 - RESTRICTED ASSETS AtiID RESERVED NET ASSETS

The proprietary fund has a portion of its net assets restricted in
connection with asseLs resLricted in use, bond intereSL and redemplion.
Restricted net aSsets includes the excess of restricted caSh over
liabilities payable from restricted cash.

As of June 30, 2AL2 and 2011, restricted cash were as folLows:

Maintenance and Replacement
Bond and Interest

TOTAI RESTRICTED CASH

20L2

$ 10,030
82 ,2r3

s 92.243

2OLL

l-
c2 111

c R? -ttI

NOTE 4 - CASH DEPOSITS WITII FINAIICIAL INSTTTUTIONS

As of June 30, 2012, the District had deposits of S356,044 and $378,263
confirmed by the financial institutions. of this amount, $628,263 was
covered by federal depository insurance and s106,044 was secured by
co1lateraf held by financiaf institutions with a par value of $875,000
and market value of S388,E66.
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SANITATION DISTRICT NO. 4 OF BOYD COUNTY, KENTUCKY
NOTES TO FINANCIAI STATEMENTS

@
IICONTTNI'ED"

NOTE5-CAPITALASSETS

BAI.ANCE
JUI,Y 1

2OLO ADDITIONS
Capital Assets at Historical Costs;
La nd
Lines and Extens ions
Equ l pmen t
Veh.icfes
Office Bui ldings

Total Capital Assets,

c.A9 1A)

30,717 S

1 , 482,971
294 ,883
220 ,335

r1 3,511
11 3,14r

DISPOSAIS

I

(2,100)

BJLI,ANCE
JUNE 30

2 011

s 30,717
1 ,656, 494

468,624
2r1 ,635c^Ae 1a)

8,94r,612at llistorical Cost I ' 596.994

Less: Accumu].ated Depreciation :

341 .3).8

(135. 006)
(48,011)
(32 , 919\
{31.03s)

(2 ,1 00]'

L.ines and Extens i ons
Equ ipme nt
Vehicles
Office Bui ldings

TotaI Accumufated
Depreci- at ion

Capital Assets. Net

Lines and Extens tons
Equipment
Vehicles
Office Bu i l dings

Li nes and Extens rons
Equ i pmen t
Vehicles
office Bu i lding s

TotaI Accumufated
Depreciat ion

Capital Assets, Net

(r, 484,369)
(I11 , 30 41
(117,573)

_ (83,444)
1 

'1q

I,2I5
s (1,485)

\r,620,31 5
(225,3r5
(r49 ,331
| 1 1 A A1q

(2,109,506

s 6.832,106

BAI,ANCE
JUNE 30

20L2

$ 30,711
1 , 651 ,034

505.040
2r1 ,635
568 .742

a o-lq q6R

(r ,167 , 95\
(29r ,821
(r12 , rrr
1r43.052)

(2.368 ,94r)

s 6.609,621

_(1. ,862 . 690) (248 .03).)

9_-9,1:-L.-39-L 9----22-231

BAI,ANCE
,ruLY 1

20L]-
Capital Assets at Historical Costs:
Land 'i 30' 717

1,656,494
468 ,624
2),1 ,635
c. Ae 1a)

ADDITIONS

s
540

40 ,306

DI SPOSAJ.S

s

(3, 8 90 )

TotaI Capital Assets ,

at Historical Cost 
- 

8,941,612

Less: Accunulated DePreciation :

17, 620 ,31 5)
))q ,31s)
r49,331 )

t11A A'7q\

/, lnq qn6l

s 6.832.106

40,846

\74I,51 6)
(66,5r2)
(22,114)
(28 . 513J

/tc,o /?q\

s (218.589)

/? aon\

s (3,890)

19



I

SAIiIITATION DISTRICT NO. 4 OF BOTD COUNTY, KENTUCKY
NOTES TO FINANCIAI STATEMENTS

JrrNE 30. 2012 Abrp 2011

NOTE 5 - CONCENTRATIONS OF CREDIT RISK

The District's revenues are

al.)rtnt\/ KFnf n.L\,/ :./lOUnt fOf
year ended June 30. 2072.
contracts with al-l- customers

generated from services extended to Boyd
the Federal Correction Institution in Boyd
a total of 25e" of total revenues for the

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

NOTE 7 - EMPLOYEE BENEFITS

S IMPLE PLAN
tfie employees of the DiStr.ict are covered under a Savings Incentive
Match Fla; for Empfoyees of Small Employers (SIMPLE) . All employees of
the District are el-igible to participate in the plan. The District
pays an amount up to -3? of the employee's salary. The expenses of the
bi"t.l.t were $15,781 and 521 ,206 for the years ended June 30, 2012 and
2011, respectivelY.

NOTEE-NOTERECEIVABLE

The District ts due a note receivable from Ritchie Investments, LLC for
the sale of and secured by the office building located at 831 state
Route 1T6, Ashland, Boyc -ounty, Kentucky. The note is payable in
sixty (60i monthfy insCa lfment s of 9279 including interest of 4% per
annum with a ballobn payment due on October 5, 2013. The balance as of
June 30. 2OI2 vlas S38,443-

The maturity of the note l:eceivable is as follows:

$ 4, 903
33.540

$_l_8._4-4 3

June 30, 2 013
June 30,2014

TOTAT NOTE RECEIVABLE

NOTE 9 - RECI,ASSIFICATIONS

Certain amounts in the prior year financral
reclassified for comparati.ve purposes to conform
the current year financial statements.

statements have been
to the presentation rn

20
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SAIiIITATION DISTRTCT NO. 4 OF BOYD COI'NTY. KENTT'CKY
SCAEDUI,E Or OPERJATING EXPENSES

FOR THE IEARS ENDED .]I'NE 30. 2012 AND 2011

TREATMENT EXPENSES :
Treatnent
wages
Chemi ca I s
Emnl ovee Renefirs
Repai rs
Utilities
Payroll Taxes
Fue I
Contact Labor
T.h^r.af .rr1/ a^qf <
tr^,r i ^m6nf Pani r'l
Mi-sceflaneous
aillinn C6/tri /-a<

TOTEI TRE:AT!{EI{:T SKPENSES

ADMINISTRATION:
Bad Debt Expense
Insurance
Legal and Professiona]
Office Suppl ies
Postage and DeIiverY
Management Fees
Engineering
Bank Charges
Dues and Subscriptions
Meals and Entertainment
Advertising
Bond Expense
Miscellaneous
T rave I
Training Expense
Supplemental Income Repayment' net
Licenses and Permits

TOTA! ADMINISTRJATION

20t2

s r,542,611
311 ,'t 64
1.66, 450
r39,29s
r25,041
118,333
25, \93
2I ,441

8, 050
6,123
T,941

5

2OLL

s 1, 427 ,090
389,148
150,468
r42,259
144,859
1.21 ,3L9

16, 601
19,945
3,92r
6, r32
r,61.1
r,644

L2,525,_81-L s 2.430.991

$ 59,705
23,37 9
22,37 0
22,250
16,504
11,400

6 ,'7 09
1 ,41.3
1, T82
1,925
2, 464

733
545
370
330

26,628
50

s 203. 957

41,135
21 ,21.8
20,539
1,5, 464
12,866
11,400
11,100
5,807
3, 451
r,646

978
733
518
3L2
107

25
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coMPLIANcEANDoTHER}IATTERSEASEDoNANAUDIToFFINANCIAI
STATEMENTS PERFORMED IN ACCORDANCE WITH

GOVERNMENT AUDITING STANDARDS

January B, 2OI3

The Board of Di re cto rs
Sanitation District No. 4

Boyd County, Kentuc kY

We have audited the f inar.cial statements of the Sanitation District No'

4ofBoydCounty,r<""t""f.Va;ofand.fortheyearendedJune30'2012'and
have rssued our report t'hat'to.t dated January 8' 2013' We conducted our
audit in accordance with auditj-ng standards generally accepted in the United
States of America ..rJ-i-fr. st.naaia" applicabie to financial audits contained
in Gowernrnent Auditinc Standards, issued by the Comptrol]er General of the
United States.

Internal control Over Financial RePortl-ng

Management of the Dist.rict is responsible fo.r . establishing and

maintaining effective interral control ott"t financial reporting ' In
planning and performing our audit, we considered the District's internal
control over financial repo].ting as a basis for designing our ,auditing
procedures for the pr.po.L of 6xpressing our opinions on the financial
Statements'Ducnot.forthepurpoSeoiexpressing
effectiveneSs of the Commissirln, s interna] conlrol over financial reportlng.
Accordingly, we do not express an opinion on the effectiveness of the
commissi6ni s internal control over financing reporting'

A deficiency tn internaf control exists when the deslgn or

operation- of a-contiol does not al-]ow management or ernployees' in the normal

course or perrormr"qt th"ii 
-assigned funciions, to preven-t, or detect and

correct ^.r..u."*"r,i" 
"';;- 

a-- tiiely basis . A niteriaT weakness is a

deficiency, o, u .o*LlnJion cf deficiencies, j-n j-nternal control such that
there is u ,.""onuf,ie- possiniritv that a material misstatement of the

entity's financial- "-t".t!^t"it- "iif not be prevented' or detected and

corrected on a trmely Dasls'

our considerabi-on of internal control over financiaL
reportingwaSforthe]imiteclpurpose.describedinthefirstparagraphof
this sectro., -no ""=-n"J J.r:gi.a to identify arl deficiencies in internal
control over financial report-ing that might be deficie-ncies, significant
deficiencres or macerial wLaknesies. we dlo not identify any deficiencies
ininternalcontro'Loverfinancialreportrngthatw-e.considertobematerial
weaknesses,asdefinedabove'However'weidentified.certaindeficiencies
in internal controi ovei financiar reporting, described berow, that we

consider to be stgnificant deficiencies'in iniernal control over financial
reporting. I siqntiica; d"fi"i"ncy is a deficiency' or a combination of
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The Board of Di rectors
Sanitation District No.
Boyd County, Kentucky
January 8, 201.3
Page 2

deficiencies,
weakness, yet
governance.

2.

4 of Boyd County, Kentucky

in internal (:ontrof that is .Less severe than a materiaf
important eno-1gh to merit attention by those charged with

Because of the size of the Sanitation Distrlct No.4 of Boyd
a^rrnj- \/- Kentrlckv and the small number of persons it empl-oys,
vvqrrvj

it ii not posslbl. from a practical perspective to achieve
segregation of duties in many areas. As a result' a highly
stiuciured internal control system cannot exist' Management
and the Board of Directors should remain aware of the
inLegrity of th,: employees and the need co provide appropriate
supervision.

The staff is competent, capable and performs daily and monthly
functj-ons well. The staff is unable, however, to prepare full
accruaf basis financial statements with full- disclosure in
accordance wjth generally accepted accounting principl-es' The

staff reviews dr-aft fininci-af statements for material- errors
and reasonabfeness in amounts.

Compliance and Other l{atters'A" part of obtaining re:asonable. assurance about whether Sanitation
Dj.strict No. 4 of eoya C6unt1/, Kentucky's financial statements are free of
material mj-sstaterneni, we pe-rformed tests of itS compliance with certain
pi""iiio"" of laws, regulations, contracts, and grant agreements'
ironcornpliance with which ctuld have a direct and material effect on the
determination of financial statement accounts ' However' providing an

opi,rio., on compliance witfr those provisions was not an objective gf ou1

;;;i;, and accordingly, we do not express such an opinion' The results of
our tests dlsclosed-nt instances of noncompliance or other matter that are
required to be reported under Government Auditingr Staadards:

Thisreportisj'ntendedsolelyfortheinforrnationanduseof
management, Board of Directors, others within the entity' qnd f.ederaf
irrrdi.,g agencies u"A pu""-tftrough entities and is not intended to be and

should not be used by a.tyone cther than these specified parties '

Wffin*fu
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