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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 matter
that are required to be reported under Govelnment Auditing Standards.

Purtr)ose of this Report

The purpose of this report ls solery to describe the scope ot our testing ofinternaL conLrol and compliance and the results of that testing, and noi toprovide'an opinion on the effectiveness of the entity's inLernal control or on
compliance. This report is an integral part of an audit performed in accordancewith GovgTnment Auditing Stand.alds in considering the entity's internal contro]
and complrance. Accordingly, this communication is not suiLable for any otherpurDose.

ffidm,,#"?,fury
Certified Public Accountants

L
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A stqnificant deficiency is:r deficiency, or a combinatjon of deficiencies,
ln internal control that is less severe than a material weakness, vet important
enough to merit attention by those charged with governance-

Given these limitations. during the audrt we did not identify any deficienciestn rnternal conlrol that we consider to be material weaknesses- However, material
weaknesses may exist that have not been identified. We did identify certaindeficiencies in internal control, described below, that we consider significantdeficiencies.

Districts Findings:
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Becduse of the size of the Sanitation DisLrict No. 4 of Boyd County,Kentucky and the small number of persons it employs; it is notpossible from a practical perspecCive to achi.ev-e slgregation ofduties in many areas. As a result, a highly structu;ed internalcontrol system cannot exist. Management and the Board ofDirectors should remain aware of the i-nLegrl ty of the ernployeesand the need to provide appropriate supervision
The staff is- competent, gqOable and performs daily and monthlyfunctions we.Ll-. The staff is unable, however. Lo prepare fullaccrual basis financral statements wr,th full disciosure inaccordance wi.th gene.rally accepted accounting principles. Thestaff reviews draft financia.r staternents for m-ateriar errors inoreasonabfeness i-n amounrs.

D j.stricts Response to Findings:
SanlLatlon District No. 4 of Boyd County, KenLucky response to the findingsidentified in our audit is described be-row. Sanitailon district No. 4 of Boydcounty. Kentucky response was not subject. to the auditing procedures appriedin the audit of the financiar- statementi ..,a, u""oial 

"sl u, 
"i.-"r.ore 

s s no oplnlonon 1t -

Management and the Board of Directors wilf remain aware of cneinteqrity of the employees and provide approprj ate supervision.
The staff wlll review draft financial statements tor materialerrors an reasonabfeness in the totals. Thc Board wilf revlewcloser the financjals and budget comparrsons. The CpA outsideconsultant wifi advise the board and managernenr the changes tothe f inanclal-s as they come about and assist tt,e man.fem;;; 

""proper recording and preparation of cAAp financials.
Compliance and Other Matters

As part of obtalning reasonable assurance about whethet: sanitation DistrictNo' 4 of Boyd county, Kentucky's financiar statements arc rree of materialmrssLatement' we performed tests of its compliance with certain provisions oiLaws, regulations, contracts, and grant agreements, noncomplrance $/rth whichccufd have a direct and material ;f f ect on the determinition of financialsLatement accounts.
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TNDEPENDENT AI'D TTORS'REPORT
ON INTERNAL CONTROL OVER FINANCTAI REPORTING AND ON

COMPLTANCE AND OTHER MATTERS BASED ON AN AUDIT OF FINANCIAI-
STATEMENTS PERFORMED IN ACCORDANCE WITH

GOVERNMENT AUDTTING STANDARDS

May lB, 2017

'l'he Boarcl oi Di rectors
Sani tation Dist_rict No- 4
Boyd County, Kentucky

Wc havc aud j t-eci, in accordance with the auditing standards generally accepted1n the Urlited Stales of Amer.ica and the standards applicable Lo trnancial auditscontarned in Governmental Auditing Standards issued by Lhe Comptroller Generalof the United States, the financiaf statemenLs of the business-type activitiesof sanitaLion l)istrict No. 4 of Boyd counLy, Kentucky as of and for the yearertded June 30' 2016, and the related notes to the financial statements, whrchcolrectively comprise sanitation District No. 4 of Boyd county Kentucky,s basicf inancia-L statements and have issued our report thereon dated Mav rg, 2oli.
Internal- Control Ower Financial. Reporting

'Ln p-Lanning and performing our audit of the financial -statements, we consideredthe sanjtatlon r)istr:ict No. 4 of Boyd county, KenLucky's internal control overfinancjal reporting (internal control) to deLermine tie audrt procedures thatar:e approtr)rr.atc' in t,he circumstances for the purpose of expressing our opinionson the iinancial statements, but not for Lhe purpose of exprcssing an opinionon the effcctiveness of the san j.tat j.on District lto. ,1 of aoyi county, Keniucky'srrrtcrnal corrt rol- Accordingly, we do not express an oprnlon on the ef lect-ivenessof Lhe :l.rnr tal-ion Drstrict Nc,. 4 of Boyd -ounty, Kcnr_ucky's rnt,erlal controf.
ottr consideration of internal control was for the I i.mitcd purpose describedi.n.the first paragraph of this section ant:i r^/a:i not des iqnecl 1,o icientif y allciei j-ciencies in internal control that migliL be ,r material rveaknesses orstqtril icarlL c.lef iciencies and therelore, maLeria l we,Lknesses or s igl ificanL
al€f ial ertr: ie-s rnay exist that wet:e not ident. i f iec -

A de:licjc-nr:Y in jnternal controf exists wlren the design or opa.rattion o1 a conLro_Ldoe-9 rl()r aJlow rnanagemcnt or emp.l oyecs, in t ft.--. noirn,rl'coLtrse of pCrforming thei riassiqtierl f llncl-lorls, to pl:evenL, or deLccL and correct mi:;statcment.s on a t rmelyil,rsls. lf lnd i.e j- r.l l weaknes:; is a dei'rcjency, or a combination of derficiencieslill irrierrra-L cont rol such that Lhere is a l .-: a :,: o n .r I r L e possil.:il ity rthart a materialinis:jl at'llrent of' t he ent i ty's f inanc:ia I si-itt omerlts will not bi-' pr(--vented, ordetccle(l anC c()rrect ed on a ..t jme IV bnsrr_; -
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SAT{ITAT IOII D cl No. 4 0E' Bofn COI'NTY. KEIITUCKI

COUNTY EMPLOYEES RETIREMENT SYSTEM (CERS) DEFERRED COMPENSATION PLAN
(AMOUNTS IN THOUSANDS)

20L5 20L4
I

L
:

I
I

Contractually required
Cont r ibut ion

Contributions in relation
To the contractually
Required contribution

Contribution def iciency
(Excess)

Covered employee payroll
/-^-+ r'i tr,rr i ^^^ -^ -
Percentage of covered
Employee payroll

$170 $ 63

s 170

s 428

$-

s 465

bJ

39.722 13. 55*
I

L

L

IL

L

L

L

L

L

L

L

L
fnaenenaent

(See accompanying notes and auditors report )
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SAI.IITATION DISTRICT NO. OF BOYD COT'NTY KENTUCKY

SCHEDULE OF THE PRO ILITY

COUNTY EMPLOYEES RET]REMENT SYSTEM (CERS) DEFERRED COMPENSATION PLAN
(AMOUNTS IN THOUSANDS )

2 015 2014

Portion of the net
Pension I iabil i ty (asseL)

Proportionate share of
The net pension liability
(asset)

Covered employee payrol l
Proportionate share of the
Pension l iabil ity (asseL)
As a percentage of 1ts
Covered employee payroll

P Ian fiduciary neL pension
As a percentage of the
Totaf pension l iabi l ity

109.81? 174 .4IZ

59 .912

0.01514?

$ 470

s 428

0.0I44972

$ 532

I 465

66. 80%

fnaeo"noe"t

(See accompanying notes and auortors report )
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SANITATION DTSTRICT NO. 4 OF BOYD COT'NTY, KENTUCKY

FOR TH 2 O15

2015 2015
TRE,ATMENT EXPENSES :

Treatrr,ent
liages
Chemicafs
F-mn I nrroo Ronaf iiS
Utilities
Repaa rs
Surcharges
PayroIl Taxes
Fue l-
Miscelfaneous
RiIIinn aarrlinoc
E drr i nm6n j- Pant r'l
T ^li^--^r^-., ,^^^F ^y \_wrLr
Contact Labor

TOTAL TREJATI'{ENT EXPENSES

ADMINISTR,ATION:"""""""'=tJao UeDE rlxpense
F na i noari nn

I ns urance
T.pn: l : nri Prnfc<5i6n6l
a\Ff i na C,,n^l i 6<
D^cfrda rnd nal i*..- -,--veryDirector Fees
R:nk Chrrnae
Misceffaneous
Dues and Subscript ions
Tr: i ni n.r ['vr\6naa
Meals and Entertainment
Travel
R^h^ Fvh6nca

Arlrrorl-iqinn

TOTAI. ADMINI STRATION

3.180 3. t20

$ 3. aeq-gll s 3,040,943

s r,112,592
429, r22
215,446
21 I,491
rA3,349

9'7 ,909
31,370
29, r81.
t-1,188

) )qq
LI , 41I
4, 480
1,891

$ 1, 819, 8 92
421 ,91.1.
293 , 718
169,514
r34 ,591'75,449

31 ,369
30,744
1.5,114
2r,036
2,365
2,58L
8,013

6r,892

31 ,031
34 ,203

L5,524
12,300

9, 4-1"7

3,408
841

6,841
840
862

1, 341

43 ,1 65
560

37,240
40,063
1) '\'1 '1

13 ,1 46
12,300

B ,245
2,972
4 ,890
3, 489
1.,298

181.
l5r

L 2QL,_42-8_ l 181, es3

i ilrdependent

I

(See accompanying notes and auditors report )
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SANITATION DISTRICT NO

NOTE 10 - RECI,AS S IFICATIONS

Certain amounts in Lhe Prl
reclassif red for comPa t at i

the current Year financial

OF BOYD COUNTY KENTUCKY

JUNE 30. 2076 AND 2015
"CONTINI'ED"

NOTES-NOTERECEIVABLE

The Distrj,ct is due a note receivable from Ritchie Investments' LLC for
the sale of and secured bl' the of f ice building focated at 831 State Route
716, Ashland, Boyd County. Kentucky. The note is payable in sixty (84)
monthly jnstallmen's ot 5484 including inrerest of 4.5? per annum, with
a rnatuiity date of December 2, ?,020. The balance as of June 30, 2016 was

s23,601 .

NOTE 9 - REI.ATED PARTY TRANSACTIONS

On April I, 2OOg, Sanit.rtjon District No. 4 of Boyd County (the District)
assumed the operations of the rural Boyd County Sanitary Sewer System' which
encompassed iesponsibili.Lv for customer bi11ings, rnaintenance' repair and

utilization of the .V.f"*. Boyd County Fiscal Court retained ownership of
the sewer fac.irrtres, prop<)rt\r and equipment' and maintained responsibility
for afl existing sewer re -ated debt'

on May 6, 20f5, Sanitation District No' 4 of Boyd County-entered into a

RevenueLeaseAgreementtoretinancecertalnobligationsoftheBoydCounty
FiscalCourt.Thrsagreeme:)twascomp.LetedandtheDistrictissuedRevenue
Bonds 2015A in the am,ount of 58.715.000 of which $8,076,931 was surrendered
;;-B;ya count Fiscal court for Lire extinguishrnent of a KADD loan dated May

lZ,- zlOOS, with a principl<: balance at .Jirne 30, 201'5 in the amount of
$4,085,000 and General bbl.igation Bonds, Series 2006 dated December 29'

2006, with an outStanding ba}-ance at June 30, 2015 of $3-,4.60'o00. The excess

of$53l,g3lwouldbeaccruedj.nterestontheborrowedfunds.onJuly0l'
2016, the assets for the above referenced debts were transferred' and

recorded for $8, Ol6,g31 on the financial statements of the District'

or year financia] statements have been
;; ;r;;"4;. to conform to the presentation in
statcments.

In preparing 
. 
t-hese financial stalements' the Company has evaluated events

and transactrons tor'frll."li"f recognition or diiclosure through the date

of this report - Subsequr:nt to y-'ar-end. the note receivable from Ritchie
Investments, LLC uras paicl in Iutf' Nothing further to note'
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JUNE 30, 2015 Ar{D 2015

SANITATION DISTRICT NO. 4 OF BOYD COUNTI KENTUCKY
TO FINANCIAL

'' CONTINT'ED'

The long-term expected rate of return on pension plan investments was
determined using a bui lding-block method in which best*estimate ranges of
expected Iuture rea] ratps of return itrxpected reLurns, neL of pension plan
investmenL expense and inflation) are developed for each major dsset class'
-}.^-- -^^^^^ ,v^ -^qhi na.l 1.'.l nrn'^lr ^a rhp lnnn-lerm cynecrecl raLe Of IetUI.nat'gsJ d!- L v yruuut( L'rE f vrre \Llrrr L^uevrvv ,,

hrz wei.lhti.n rho oynecLed tu ure rea.l- rdtes of return by rhe LargeL dsset
rIIncri ion nerr-onl:.ro rr'.1 hrr -ddino 'Fl_'_ l_ '7^6'-.---..--a- e^PELLsu
aflocation and best estimittes of arithmetic real rates of retuln for each
maior class are summarizel in the following table:

Al focat ion

Long Term
Nom.ina I Rate
of Return

Combined Equity
Combined Eixed I ncome
ReaI Return (Diversified Inflation

St ra teg l es )

Real Estate
Absolute Return (Diversi fied Hedge

Funds )

Private Equity
Cash Equ ivafent

TOTAL

44%
r9z

10%
<q

10%
10%

5.40?
1.50%

3. 50?
4.50%

4.252
8-50?

-0.25%

Discount Rate
The discount rate used to measure the total pension.liability was 7-50%'.

iii. pi"l".tion of cash flows used to determihe the discount rate assumed

ir,at'coitrinutions f rorn plan members and employers wilf be made at statutory
contributlon rates. eased on Lhose assumptionJ, the pension plan's fiduc.iary
net posltron was prot;.i.,1 t" be avai-lable to make a1I projected future
benefit payments of currenL active and inactive employees' Therefore' the

long-term expectco rate of ret-urr) on pension plan lnvestments was applied
to all periods of projecLec benefit payments to determine the total pension

liability.

The followlng pr:esents the uoard's propoLtionate share of the net pension

tiabiliLy calculated using Lhe disiount rate of (7'50?), as well as what

the Board's proportrorlaLe share of the net pension tiability would be if
it were calcuLatecl usinq a discount raLe th;t is 1 percentage point lower
(6.50?) or 1 percentage pc'int- hrgher (8'50%) than the current rate:

current

Commi ss ion's share
of the net pens ion
liab.ilitY:

Nonhazardous

100%

1t Decrease Discount Rate
(5.50t) (7.50%)

s EB5,905-00 s 693,823.00

1t Increase
(8. sot)

s 529,545.00

i:H+?:Jli?oi.a. . *; it#i ; 
'|fr- ;:# t o n p 1 a n' s r i d u c i a r v n e r p o s i t i o n

available i-n the seRaratelV i.ssuecl CEITS financial report -

I

I
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JUNE 30. 20L6 AND 2015

SANITATION DISTRICT NO. 4 OF BOYD COUNTY KENTUCKY
TO FINANCIAI. STATEMENTS

NOTE 7 - EMPLOYEES RET IREI{ENT PI.AN (CONTINUED)

De fe rred
outfLows of

Res ou rce s

Nonha zardous
DiTf e-rence between expected

r-1 i,a I ovnori r.nro
Ch:nnoc in .rqqlt'nn' :._\nS

Net difference between projected and
actual earnings ort i nvestments

Changes in proportion lnd differences
between Commlssion cfntributions and
proportionate share of contribut ions

Commission contributiol}s subsequent to
The measurement date

TOTAL

Deferred
I n f lovJs of
Resources

!_=.-

including inflaLion
pension plan

s 5,166
69 ,964

6,220

42,459

169, BBB

< )oA )o'l'{ L /}-L- 4L

The deferred outflows of resources refate to the Board's contributions to
the CERS plan subsequent to the measurement date and will- be recognized
as a reduction ot the net pension liability ln the year ending June 30'
2017. Other amounts reported as deferred outflows of resources and deferred
inflows of resources related to pensions will be recognized in pensron
expense as follows:

5 T2,045
T2,045
12,445
12,045

s 48,180

Actuarial Assumptions and Methods
Coi.i p."=ion Liabitiry for CERS was dctermined by actuarial vafuatlon as

;i J;";30, 2015 using the iol lohring actuarial assumptions, applied to all
periods included in the measurement:

Year end.ing June 30:
?,0r6
2071
2OIB
2019

Inflation
Salary fncrease
Investment- Rate of
i nvestment exPcnse,

Act-r,rarial assumpL
the resuLts of an
to June 30, 2008.

3.25 Percent
4.0 Percent, average/

RetLrrrr 6-75 Percent. net of
inc1,-rdrng inf lat ion

The rates of morta] i1'y fOr: t|re perrod after SerVi'Ce retirement are aCcordlng
to the 1983 Group Annultf i'4or:tality I'ab1e for alI reLired members and

beneficiarres as of ,June -lo, 2006, and the 1994 Group AnnuiLy Mortality
Tableforallothermembcr:.TheGl:oupAnnuityMortalityTablesetforward
ii,r. y.... j.s used for the period after disability retirement- -

i.ons usocl in the June 30. 2014 valuation
acLuarjal experience study for the period

were baseo on
July 1, 2005

22



SANITATION D I STRICT NO 4 OF BOYD COUNTY KENTUCKY
IAI STATEMENTS

JI'NE 30 2 016 AND 2015

NOTE 5 - CONCENTR,ATIONS OF CREDIT RISK

The Districtrs revenues are: generated from services extended to Boyd County,
KY. 'Ihe billings to the Federal CorrecLion Instj.tution in Boyd County.
Kentucky account for a tolal of 2l% of total revenues for the year ended
June 30, 2016. Managemen[ believes the nature of the contracts wiLh a]1
cusLomer:s is adequate to minimize credit rrsk.

NOTE 7 - EMPLOTEES RETIREMENT PI.AN

S IMPLE PLAN
Orre employee of the DisLr:ict remains and was grand-fathered jn undcr a
Savings Incentive Match Plan for Employees of Sma]l Ernployers (SIMPLE) .

The DistrlcL pays dn amounL of 5-0? oF the employee's salary. The expenses
of the District were $2,6)2 and $9,993 for the years ended June 30. 2016
:nrl 2O 1 q raena.t i rral \/

COUNTY EMPLOYEE RETIREMENT SYSTEM (CERS)
'Ihe Cornnrss ion has elected to parLlcipaLe in Lhe CounLy Employees Retirenent
ql/et-om Thia i -F--i-^ -,.rI i^r^ amnl nr.,ar dpf inerl hpnef il nFnsi.)nJ]/ J L L"'. r c!.rrrg/ e,'.Prvji L!
nlrn urhich cnrrarc :ll olizrihla frrll-f imc omnl.\r.reaq :nr'l nrnrridcc f^r
retiremenf- disabilif\/ j.n.l da^l h honafil s frl nlan memherS. Benetit
conLr ibuuions and provisions a.re established by statute. CERS issues a

-L1^ €.r---^i-1 -^--^-'. ,*." includes f inancial statements dndPurJ-Lr{-ry lsPUrL L,,dL
requj red supplemenLary .inJ.ormaL ion. That report may be oblained by wriLing
r /-\ kanirr.lz\/ Ral-i romanl- q\/<f amc parimFfar park l^losl I760 T.orricvillc Rn:d
Erankfort, Kentucky 40601 or by cal l ing {502) 696-8800.

Eundi ng for CERS is provided by members who contribute a percentage of their
salarv f hrorrqh n,:v.ol l -lo.lr'/-t i..nc :n-l h' amnlarror< ^' mamhorq who COntf ibUte

-f tha momhor'c c^tArv Th6 .-.-\nl rihrrf i^n r\arl-6nf A/-^ '^r m^hl'\^r-u rrulLe,LlqvL PvlLL,rLqgs
in non-hazardous duty pc)sit jons is 5.00%. The employers' contribul ion
nercen-aoe for memhers jn nonhazardous drlv nosil-ions is I7-069. The
conrriburjon requi rements of ^ERS are established and may be dmended by
the CERS Board of Trustees.

At rune 30. 2016, lhc DisLrir-l repor red a liabiliLy of $693,823 lor ics
nr.1n.rrf r/-\n,lrr eh;rro /rf t h,. noi noncinn li:hilii-rr Tha nar- npncinn li:hilirv
was measured as ol June tt), 2015, and Lhe lotal pension I iabiljty used to
ralr-rrl.tt.' r l-e nr.t np.tsi,rn i:hi litrzw-rc.la- - -ial valu.rlion

'r! L F/r.'!rrvrr - t wuJ uuLsr trr-L"ELl ,Jy

ls or Lhar dd:e. l'he Commission's proportion of the net pension liabilicy
- .-f On o' the Coru-ll.SS iOn's ono-f er rn qh.rre of cunr r ibur ,ons!,iL d tJr(., Jru!*_L!,i|MurL J .v'rY

Lo rhe pcnsion plan Ie aLiv- to Lhe proJected conlr ibutjons ol dII
parl i.ipaLinq orqdnizaLions, acLr,aridlly det ermined. At June 30, 201b lhc
Commission's proportion for nonhazardous was .016f4?.

Irnr r ha rro-r orrdarl .l n.1 {n 2(\r6, lha r-l-\mmi<c inn rer-nnni zo^ nan<
of S110,354. At June 30, 2016, the Commlssion reported deferred ouLfIows
of r,-sourcFs IoI he Commission's Conr r:buL r ons subsequent to the m^JSi.]rement
dar^ ol Sl5v,BBB. Thestr (:ontrlbutions wi.l I be recognized as d rc\jucl .on
of thp ner pension liability in Lhe year ended June 30, 2017.
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SANITATION DISTRICT NO - 4 OF BOYD COI'NTY KENTUCKY

NOTE5-CAPITAIASSETS

BAI.ANCE
JUtY___T

20L5
Assets at Historical 

-costs 
:

Lr n e.s and Extens ions
Equ i pmen t
Vehicles
Office Bui i.dinqs
ConSr r|]-t jon in Pr.)nfeSS IL 148
Total Capital Assets,

at Historical Cost

NOTES TO FINANC IAI- STATEMENTS
JUNE 30. 2OL6 AND 2015

ADD ITIONS

BAI,ANCE
JUNE_30'

DrsPosArs --2015-

-$ -9
- 1,

lo ,111
685,894
600,719
244,033
598,000

1,685,894
548,393
244,033
598, 000

52 ,326

/1r f lR\128. 308 128.308

118 (11785 180 63A 148) 2Bt 61 I

reciation:
Lines and Extensions
Equ i pment
Vehic I es

Total Accumulated
nan16.-i.af i /-\ n

Capita1 Assets, Net

Lines and Ext ens i on s
2 015A BCE'C Sewer Lines
Equ ipment
Vehic-Ies
Office BulIdings
CIP

Total Catr>ita]. Assets ,
at Historical Cost

(2,045,
14r0,
lLl 5,

817)
217 J

?qq\
357)(208

(259,161 \

$. Lli- 133)

ADDITIONS

$ (11.14.8_)

\2, r88,946)
(41 3,884)
(195,296)
(24r,341)

13-.-ry9-,ll-l)

$ 5 1B!- 199

(1
6?
)n

I29
641
041
99032

_(2 ,839,106J

r_:5"212=!12

BAI,ANCE
.rurY r-zdT6-

Assets at Historical Costs:
30 ,1r1

1,685,894

BJALANCE
,IUNE_36

DrsPosAr,s ---zdTT

600,
244,
5 98,

'tL9
033
000
308728

8,01 6,93I
6,385

800
69,532

(103,500)
$ 30,71?

1,582,394
8 ,01 6,93I

601 ,I04
244,033
598,800

_I91 ,840

).1 , 331 ,8r9

(2

9,281 ,61r 153 648 (103,500)

20l',n BCFC S^wer Assets
Equipnen t
Veh i c les
Of f ice Bui ldrrrgs

TotaL Accumulated
Depreciation

Catr)ita]. Assets, Net

(3, 099, 4t 1)

I 5, 188_.1,98

l2,230 ,295J

1413,104)
(r95,296)

(r40 , ?46
(:1 61,539
(53,134
(r2,34r

41,400

4.7,404

s (52-1!0)

32-9 , 10r
161,539
526,838
2A1 , 631

(240 , rr8) _ (3r,2r5)

(398,4.35)

9l,155,?.13

(23) ,393

(3,456,508)

$ 13, B q 1,l-1 !

Capi ta1

capi taI
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SANITATION DISTRICT NO. 4 OF BOYD COI'NTY KENTUCKY
q

JI'NE 3 O 2 015 AND 2015

NOTE 2 - LONG-TERM DEBT

( rh:er-r ' 'he nrovisions for the disn()sirion of the i nr-omu and levenups
.l 'he Systsm as set forLl- herein above, whjch provisions dra cumulariv',
ar.d afrer payinq or providing for Lhe paymenc of debt sarvfuc on any
subordinate obligations, there shall be transferred. within srxty days after
Lhe end of each fiscal- year, the balance of excess funcls in Lhe Revenue
Fund on such dale Lo t.he Sinkjng Fund to be applled to the maximum extenf
f c-c ihl n I rr f ha nr^mnt nrrrr-h:qo /'\ r rF.lomnf ion of Orrl ql An,l i .- R.rn^c

rI v,L,y L PuLe,ru- tur,"|JL

Maintenance ard B=;Eement Re"gryg
:'i---_-"i"""" 'i----------Urrder th^ terms of Lhe Kent ucky Infrast ructurc Author ir y Ass isLance
a^rp6.n6nt -l-o Distrir-f is reorri r?d to establrSh a MoinLendnce and
R-placem.nL Reserve account inLo which 91,000 is lo be dpposifed each'\^^^mh^- r r-a6^i^nino f)er-r,mher 1 "010 uncj I the balance in t:he reserve
redches $10,000. AmounLs in Lhis account may be used Ior extraordlnary
md:nLenancF expenses relerted Lo the SLephens Meade Pr:o ject or for uhe
rrnhrrd.rat a.l -/-\cf e.\f ranl:z^inn unrn nr nhe^lofa n.'rli.inq.\f t-hc Pr.ic.t

DeDreciation Reserve
Tne Board has des ignat.ed lor $27,000 a monLh Lo be placFd in lhe depreciation
reserve account Lo be use(l for major repairs and ma intenancc of Lhe sewel
syslem. This account is resLricted by the Board of Directors to offsel
f,rr denree i:t- i.\n exnense of the svstem itself.

NOTE 3 - RESTRICTED ASSETS A}ID RESERVED NET ASSETS

-lrl-F rr^n' iAr:r\/ Frrnd has a nortior of ifs net aSSetS
with assets restrict.ed in use, bond interest and
net assets includes the excess of restricted cash
from rcst r icted cash -

restri-cted in connect ron
r F.lF'l"nf i.n Rast rr cted

nrror li:hilit ioe n:rr--L'-uutdl.,rEl

As Jf J'rn^ 34, 2416 and 2015, restricLed cash were ds 1'ollows:

201_6 2 015

M- in1-an,rn/^a ^nd tlanlu,'u,\!P-
f-l.-nrA. i Al r.\n RaeF'r\/r:
Bond and f nterest.

TOTAI, RESTRICTED CASH

-120
449
t a2
193

I1 ,
46r,

143
B5B
293191 82

q qqq q11 s 56r,294

NOTE 4 - CASH DEPOSITS WITII FINANCIAI INSTITUTIONS

A. f Jrnp t0, 2016, the Dlstrict had dcposits of $1,596,66' .:on[:.imed by
the { inanciaf institutions. Of this amount, S1.003,682 was covered by
I- I ral 6lopository insurance, S5o2,981 was ser-urcd by r-o11at-'ral vrirh d markal
value of 596,259 held by PNC bank and 5705,803 held by Kentucky Farmers Bank-
l.rom fime to time some balances mav not be collateralized.
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SANITATION DISTRICT NO. 4 OF BOYD COI'NTY KENTUCKY
IAI. STATEMENTS

JrrNE 30, 2015 AND 2015

NOTE 2 - LONG-TERM DEBT

Tho kanr,,-L\/ a,,rrl trlat-^r Eihan^- a^r^^r^t i/-\n prrhl ir- Pr.'ir.-1-s Ref ttncl ino
' 

,.rLs, N) | !v ), \ I.J

Revenue Bonds Ordinance of 2003 provides that monthly paymenLs be macle into
tllis .rccount that are equal to one-sixth (f /6) of the nexL lnterest payment
plus orie twelfth lI/12) of the next principal payment. The required amount
t.o be deposlted in Lhe Sewer Bond Interest dnd Sinkinq Furd ..iccount as of
June 30, 2016 and 2015 is S83,076 and SB2,293.

As of June 30, 2016 and 2015, the Sewer Bond Interest and Sinking Fund has
total funds in the amount of $83,076 and 582,293. The Sewer Bond Interest
and Sinking Fund is in ccrmpliance with the Kentucky Rural Water Finance
.^.^^rrt inn Dr,l-. I in Drnior-f q Ref rrndi nl.i RevenUe BOndS Orclin.rnCe Of 2003.

Revenue Fund
Tlr,. r^nl/or1manf al A.ron/-r, .-.r\ran,anl- q rnd errraoq th)l it t^,ill dcnnqri in Ihpr r rYLr rut

Rev-n.le Fund, prompLly as received from time to time, .llI rcvenues of the
SysLem, as same may be extended and improved from time fo time. The moneys
in the Revenue Fund shalf be used, di-sbursed and applied by the Governmental
Agenr-y only for the purpose in Lhe manner and order of priorities specified
'n rhiq assiqf ,-ln.e AorFFmFnt - :11 :s nermi tfpcl hv lhe Al-l ancl in accordance
with previous contractual commitments.

The GovernmenLa L Agency is obligated upon Lhe issuance of the obl igatjons
f o nrovi cle f or f hc .lpl-tj- qerrri r-e rprru i ramanf e .\r hha nhl irr^f i onS.

ll Lhc Covernmental Agency for any reason shall tai] ro make any monlhly
d*n,.i- -< rcnrrircd +rr^n rn ^^'.rl -r f ha riof ir:nncrr Shall be SeCuLP -!- uJ !L9ur!L svuof L

apart and deposited into the Sinking Fund out of the first avallabfe revenues
in I h., en*rrino mont l-^ '^'-tl be in addjtiorr In fhF monthlv\ "Jrrrr9 wtl LUlr drll\Jull
rl*noci r nrherr^ri eo ronrri rod drrri nrr <rrr-h srrr-z-ncd i no mrrn t h.: hil --^'/!|/ J!- !L\]u!!ru sura|y ur .y .'rvi. rrr.

shall accumu.Late j-n the Srnking Fund amounts in excess of thc requirements
dur ing Lh. next twel ve months tor paying the principdl of and inLerest due
..( rfrr' .r i ql:n.l inn l-^'.r^ ' '1 drre qr rlr arzn, ss -r.r\/ bC USed [Of'rY r(Jr r\.rr /
r-Ll^mpt ion or prepayment of any OutsLandi.lg Bonds, sdblc-l Lo Ihe terms
and c()nd i L i.ons set lorth Lhere i n, pr ior Lo mat.u r i Ly.

ODeration and Maintenance Fund
Th-r^ shalL next be transferred monthly from che Rcvenur- Fund .'nd deposired
inLo s,rid Operation and Maintenance E'und, sums sufficient to meeL the current
.rxn-1..i^s of Onerat in- --. 5 q\.qr F,r 'rh- ha rr ...C: md inta ined-..p ..v-J vL v|/. ,*-.,,9 d'rrfrr9 LIL Jlv-.,...

Maintenance Fund shall not be in excc-'ss of the amountvPc!oL

r-quired lo cover anLicipdLed System cxpendiLuros for 'r tw',-mr)nlh period
r,' , .rrirnt r.\ lhF C.iuF.nmorrl:l Aoonr-rr'< ^nrrrr^ | f 'rrdncr
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SANITATION DISTRICT NO. 4 OF BOYD COUNTY, KENTUCKY

JI'NE 30 2016 AND 2015

NOTE 2 - LONG-TERM DEBT

BAI,ANCE

JI'LI 1
26TT- PROCEEDS PAYMENTS

BUSINESS_TYPE ACTIVIAIES :

s (62-0 0 0)Bonds Pa yabf e l-r/l-Jlq, o

BAT,AIICE
.ru,T--T
2b13-

I _,_:

BAI,ANCE

JI'NE 30
zdT6-

$.=_1-jj5._0_g

BAI.ANCE
ffi-30-zdTd-

Rnnrl c P: rrrhl a

MATURITIES:

9__1,_6!5. 0-Q0 q_8_JLs4 9 (184,834) S r9-?t5-.1.66

PROCEEDS

Interes t
$ -=f:;3'6T-

321 ,1.05
3r1 ,955
3O8,432
300, 0 95

PAYMENTS

2011
2018
20 r9
2020
202r

Total

Princilral
$ 366,833

383,167
395, 167
409,083
4r8, 167

8,242.'t49 2. 6rr.540

$ r0,2L5, 166 $_4 . r19 .021

11



J.

SANITATION DISTRICT NO OF BOYD COUNTY KENTUCKY
NOTES

NOTE 1 - SUMI'IARY OF SIGNIFICAIIT ACCOT NTING POLICIES "CONTINUED"

In ch- iund financial statements, equity is classiIied as nel posil ion and
d i spl ayed i n three components:

Invested in capi tal a 5set s, nel of relaLed debt - ( onsist s of cdpjLal
-lssel s inclr:clino rFqf ri.f Fd .enif al asse's. ntrr .1 -rr-r'umulated
.lcn, ar.i,rt i.\n ,rn.l ra.l !r-a.l h\.r f ha ^rrr ar-]^.ri na A.I \h-^ ^F '^\/ h.\n.l<\r|r\i uo I or']/ vv.,uJ,
mortgages, notes, or other borrowings that are attrrbutable to the
nr-.r isi-inn r-r'rnqf rrrrl ion- or i mnrnrremenL oI lhOSe dsSeLS-

Rosr -i.f e.] nef nosil-:-on ConSiSts ol nef n.s:rinn witl- ,.-onsLra ints
nlrcod crn fhe trqc oil hor frr, /11 a\.tarn)l nrnrrne <rrch :e croditnrc! Y ! vuvJ
grantors, contributors, or Iaws or reguldL ions oJ ot her governments;
or 12) law through corrsti LuL ional provi s ions or en.rbl i.ng tegisl at ion.

Unrestricted net pos--tion - Afl other net posiLion that do not meet
Lhc definjtion of "restricted" or "-invesLed in (-apit.1l asser s, neL of
relaLed debt".

K. Adwertising Expense
Advertising expense for the years ended June 30, 2015 and June 30, 2015
was $-0- and $231, respectivelv

NOTE 2 - LONG-TERM DEBT

Revenue bonds and notes
and 2015:

$8,715.000 bonds
Variable annua-I
Through Ja nuary
f rorn 2.003 Lo 3.

payable in
install-ments
I, 2038; i nte res t
152

20L6

_8]Jf-4,_r53
7A ,2I5, t 65

9,848,333

(363,119)

payabfe consist of the following at June 30, 2016

52, ,21 4, 000 bonds payabte
in variable annual i nsta I lment s
th r:ough January I, 2033; interest
from 4.03? to 4.78% s l, 521,000 s 1,685,000

2 01s

1, 685. 000

(6_1_.!!q)

7,62I , 000

Total Bonds Payabfe

I css c:rlrrent port j on

Tot r l Long-Term Bonds Payab le

Less- Defcrred Finan. ing Cost s

l,ong-'1'erm Bonds Payable Net of
Ileferred Financing Costs

(366, B 33)

16

84,554 1,62t.000



SANITATION DISTRICT NO. 4 OF BOYD COI'NTY KENTUCKY
TO FINANCIAI.

JUNE 30. 20'J_5 AND 2015

NOTE 1 - SUM!4ARY OA SIGNIFICANT ACCOUNTING POLICTES ''CONTINUED"

Encurnbrance Accountin
The District does not use encumbrance accounting. Since effective
budgeLary cuntrol and acc<:unLabii ity and cash planning and contro.l can be
facilitated without encuinbrance accounting, this is not consjdered a
s.gnif.cant departure from generaIIy accepred dccounLing pr in,.ipies.
There were no unperformed contracts in process at year end whlch otherwise
might have resulted in the need to encumber estimated expendiLures.

F. Receivables

- 
Accounts receivable consi:;ts of billings of S1, OIO,652 and $9g4,049 to the
residents of Boyd County, Kentucky and the Federal Correctional Institutlonof Ashland, Kentucky, which were not coll-ected as of June 30, 2016 and 2015,respectively. An aflowance for doubtfu.L accounts is used on the ,indir:ectwrfte off meLhod and mori-tored for non-pay customers - The balance fordoubtful accounts for June 30, 2016 was $105,656.

G. Catr)ital Assets
capitaL assets' whi.ch included property, prant and equipmenr, are reporreoin the fund financial statements at historical cost.
Depreciation recorded as an alfocated expense in the statement of Revenues.
Expenses and changes in Fund Net position with accumufated depreciationreffected in the statement of Net position. Depreciation is computed usingthe straight-rine method over the foflowinq estimated usefu] lives:

Equ i pmen t
Bu i ldinqs and propert:y

cons iders a 1 ) h jghly Iiqu id investment s
months or less to be cash equivalents-

Use of Estimates

f1ows, Lhe pr:oprietary fund t_ype
with an origrnal maturity of three

3-10 yea rs
10-60 years

Depreciation expense for the years ended June 30, 2016 and June 30, 2015was S398,435 and 5259,161 , respectively.
capitaf additions, improvements and major renewars are capitarized,whereas maintenance, repairs and minor renewa-Ls are charged Lo expenseswhen they are incurred- rn the case of disposals, the assets and refaLedreserves are removed from the accounts and the net amount less any proceedsfrom disposals, is charged or crediLed to revenues -

For purposes of the statement of cash

The preparation- of financiaf statements in conformity with accounLingprinciples generally accepted in the united states of America rcqurre5manaqement 1-o make estimates and assumptions that affect cerLain r:eportedamounts and dlsclosures. Accordingl y, actual rcsu_[ts could clif f ei fron,those estimat_es -
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SANTTATION DISTRICT NO OF BOYD COUNTY KENTUCKY
NOTES TO

4
q

JI'NE 3 O 2 015 AND 2 015

NOTE 1 - SUI{MARY OF STGNIFICANT ACCOUNTING POLICIES

c

The accounting policies of the Sanitation District No. 4 of Boyd County,
Kentucky ("the District") conform to generally accepted accountingprinciples as app-L-icable to governmenL units- The Governmental Accounting
Standdrds Board (GASB) is the accepted s t a n d a r d - s e L t j n g body tor
estabfishrng governmental accounting and financial reporting principles.
'l'he f ol lowing js a summary ot the *or. rigni Iicant pbl i.i".'

A. Organization
The District was created in accordance wilh the provisions of SecLion 22A,I0Oof the Kentucky Revised statutes by an ordinance of the Boyd county Fiscalcourt on December 30, 1918. The purpose of the district is to providesanitation sewer services to a portion of Boyd County, Kentucky.

B. Reporting Entity
The criteria used to determine the scope of Lhe reporting entity and its
component unlts are overs;ight responsibility including selection of thegovernrng authority, desiqnation of management and abiliiy to significantlyinf-Iuence operations,' acccuntabi-Lity for f iscal matters lncl rrcii nrr trucioef arrrauthority, surplus/def.icits, respo-nsibiliry for aent; i-slll".;;;;;;;;iand revenue characteristics,. scope of public service; and any speciatfinancing relatronships. gased on the ibove criteria, it is determinedthat the reporting entity is Sanitation District No. 4 of Boyd county.Kentucky.

The accounts o@ized on the basis of funds each ofwhich is considered a separate accounting entity. The operations of eachfund are accounted fo-r with a separate sel of s"if-bur..rcing accounts thatcomprise its assets, liabifities, fund equrry, revenues, and expenditures,or expenses/ as appropriate.

Proprietary Funds

Enterprise Funds
Ent*F;l=e-Tfil=-a re used ro accounl for operat lons (o) | r)at ar e ri.nanccdand operated in a manner similar to privaie business enterprlses - wherethe antent of the governing body is that the costs (expenies, includingdepreciatron) of providing goods or services to the general publlc ona continuing basis be financed or recovered primaril.y thr:ough usercharges,' or: (b) where the governing body has decided that p6riodic:determination of revenues earned, expenses incurr:ed, and/or net incomers appropriate for_ accountability, capitar maintenance, public po11cy,
management control, ()r other purposes.

AII proprietaiy -Tunds are accounted for usrng theaccountrng. Revenues are recognized when earned,
accrua f basis oJ.
and expenses arerecognized when obligations are incurred

I4



SAI{ITATION DISTRICT NO. 4 OF BOYD COI'NTY KENTUCKY
OF CASH

PROPRIETARY FUND
FoR TnE vsAR 

-SNDED 

JUNE 30, 2016 AND 2015

201,6 2015
RECONCTLIATION OF OPERJATING INCOME

TO NET CASTI PROVIDED BYffi
@

A.l itrqf mant e f^ ro-^n-i I o nnar:t i nnrr v|J!!uLr'rY

Income to net cash provided
by operating activities:

nonra.- i -af i ^nAmortization
Net Pension Adj ustment
Depreciat ion Recapture Disposed Assets
( Inc rease) Decrease in:

Accounts Receivable
(Decrease ) Increase Ln:

Lawsuit Settfement payabJ-e
Accounts Payable
Accrued liages Payable
Accrued PayrolI Liabili ties

TOTAI ADiN'STMENTS

324 299 587 303

398,435
78,242

rL3,364

(26,605)

L1 ,561
4s0
851

259 ,161
923

(10,450)

1233,326]

83,
(4,

615
527)
983)(4

522 304 91 08s

NET CASH PROVIDED BY OPERATING
l _q4i. i!3= L-Jr!€q

1

The accompanying notes are n integral part of these f lnancia l statements -
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SANITATION DISTRTCT NO. 4 OF BOYD COUNTY KENTUCKY
STATEMENT OF CASH FLOWS

PROPRIETARY F'UND
FOR THE YEAR ENDED JUNE 30, 2OL6 AND 2015

2 016

$ 3,9s8,
\2 , 682,

l4 2B

011
802)
612)

2 015

s 3,837,463
(2 ,126, 643)

_ 1432,432)

678,388

Payments to Suppf i e rs
Payments to Employees

NET CASH PROVIDED (USED) BY OPERJATTNG
ACTIVTTIES

CASH ELOWS r?,OM CAPITAT AND REI,ATED

-

pr].ncrpa-L patd on Bond arrd Notes payable
Interest Paid on Bond ancl Notes payab]e
Purchase of Capital Asset. s
Capitalized Debt Issuance Cost
Proceeds Received From 2()15A Rev. Bonds
Payments Received on Notos Receivable

AND REI,ATED

CASH FLOWS EROM TNVESTING ACTIVITIES

NET INCREASE IN CASH

cAsH,

(345,254) (308, 060 )

238 005

846,503

CASH ELOWS T'ROM NON- CAP T TAI,
FINANCING ACTIVITIES
@ in R€strjcr-ed cash (394,650)

(394 650 )

(214 870)

(184,
( 401 ,

(8.153,
(318,

8 ,715 ,

834 )

401)
648)
999)
000
628

(210 ,810)

(62,000)
(81.599)

(168,886)

4 425

108,937 101,463

Beginning of year 62r , 41 L 520,008

CASH, End of Jr0_ Lqq 9 521_-411

FROM OPERJATING ACTIVTTIES

NET CASH (USED) BY NON_CAPITAI.
FINANCTNG ACTIVITIES

NET CASH (USED) BY CAPITAT
FINAI{CING ACTIVITIES

'1'he a ccompan yi ng notes are an ir)teqraL pdrt- of these financial sLaLemeftLs.



SANITATION DISTRICT NO. 4 OF BOYD COUNTY KENTUCKY
STATEMENT OF REVENUES, EXPENSES AND CHAN

E'OR THE YEARS ENDED JUNE

OPERATING REVENUES

NET POSTTION

20L6 zv!2

Ser:vice s 3,91 6,

1,

$ 4,061,
3,
3,

4B

239
800
641
70r

686
150
445
508

F-Ona Prtmn a,,cr- ^mar<Miscellaneous fncome

TOTAJ. OPERJATING REVENUES

OPERATING EXPENSES
T rF^fmo^ | trvnancac
Administrative Expenses
Depreciat i on
Amortization

TOTAT OPERJA,TING EXPENSES

NET OPERJATING INCOME

NON-OPERATING REVENUES (EXPENSES)

Loss on Sale of Assets
Interest Expense

TOTAI NON-OPERATING

NET (I,OSS) INCOIG

CHANGE IN NET POSITION

NET POSITION, Beg i nning of

NET POSITfON, End of year

The accompanying notes are an intcgral part of

I 5-_l2lL24 Ls- J!5J02

2

4, 033 381 070 889

3,090,
20L,
.398,

911
428
435
2421B

3,040,943
181,953
259,161

923

109 082 483 5B 5

324 299 587 303

2 ,238

(406,11s)

2,005

(80,3s0)

(403,877) (78,345)

(1 9,518)

(19,518],

508, 958

508, 958

5 ,806,102 5.291 .144

these financial sta t erler)LS.
ll



SANTTATION DISTRICT NO- 4 OF BOYD COUNTY KENTUCKY
IONSTATEMENT O

.'rJNE 30 . 2016 AND 2015

ASSETS

CURRENT ASSETS

-Ca=r--Accounts Rece ivable
Note Receivable, Current PorL ion

TOTAI CURRENT ASSETS

NONCURRENT ASSETS
Restricted Cash (Note 3)
Capital Assets, (Net of Accumulatccl

Depreciation of $3,456, 508
and 93,058,073)

Note Receivable, Net of Currcnt portion
TOTAI, NONCURRENT ASSETS

TOTAI ASSETS

20t6

$ 730,408
r,010,652

4,842
1,145,902

955,94 4

13.881,311

- 
ry,l!!

r4 ,856,020

56r , ?,94

6, 126, A9B
23,601

62r
oa/

4

20L5

,41 r
,049
,629
,I491A 10

710 999

16 601 922 32r 148

Incangib le Assets, (N.t c r Ac(-umul dt ed
Amortization of 913,426 and $f2,503)

Pension Contribut ions

TOTAT. pEFERREp OUIFT.OW OF RESOURCES

1A t5
169

254
BB8 63

r11
249

184 r42 1B 426

LIABILI TIES
CURRENT LIABILITIES

Accounts Fat;fe
Accrued Payroll Liabilit j.es
Accrued Interest payable
Accrued Wages Payable
Bonds Payable - Currenc

TOTAT CURRENT LIABILITIES

479,92I
4 ,224

31 ,636
3,169

366,833

402,354
? ???

38 ,926
? ?1q

54, 000
832 383 :l_11 912

DEFERRED OUTFI,OW OF RESOT'RCES

NONCI'RRENT LIABTLTTTES
bonos payable - Net. of Cul rcnl
Less - Deferred Financin(t CosLs
NeL Pens ion Llabiti Ly
TOTAJ. NONCURRENT LIABILITIES

TOTAI. I.IABILITIES

DEE ERRED TNELOW

010 16A 540 812

9,848,333
(363 , 11 9)
693,823

I ,62I ,0AC)
(62, r]a)
470,000

10 178 311 028, 900

l1

--lB-,-1!!
48,180

52,000

52TOTAI DEFERRED INFLOW OF RESOURCES

NET POSTTION

Assets, ne1, of

Repa yment s
3 , 666,145

7I, 440

000

4,503.198
11.368

1 ,292, 135

NET POSITION
Lnvest.ed in Cap LtaJ

R6ld ted Deb.
Rest r i.ted for Loan
Unrestricted 2, A49,539

TOTAL NET POSTTION

'l-hc .anrnmn:n'i ^^ -^f.,r*,,', ,,_-es are an it-lt.eqral. part
L2 /21, V2q $l-, 8q!,l0?
of these financial staremenL s.
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SANTTATIOII DISTRICT NO. 4 OF BOYD COt NTy, KENruCKY
I{AI{AGEMEIC!'S DISCT'SSION AI{D ANALISIS

I

l

I

I

L

I

I

L

I
L

2015

Contacting the Di,strict's Finenci_al tdanagenent

This financiar report is designed to provide our citizen's, taxpayers, customers,investors, and creditors with a general overview of the District's f i-nances
and to shoh, the District's accountabi-rity for the money it receives- rf youhave questj-ons about- this report or need addj.tional iinancial informati6n,contact the District's superintendent, at sanitation District No. 4 of Boyd
9qlt!vr _Kentucky, 239w. Litrle Garner Road, Ashland, Ky, 41102, rerephone nurnber(606) 928-3936.

L

L

I

L

L

I

L

I

L

I

L

I
L

I

L



SANITATION DISTRICT NO. 4 OF BOYD COI'NTY, KENTUCKY
SION AND ANAI,YS I S

ANNUAI FINANCIA], STATEMENTS
FOR THE FISCAL YEARS ENDED JI'NE 30, 2016 AND 2015

Reporting the District as a Whole "conti-nued"

For the year ended June 30. 2015, treatment expenses decreased by 7-34?.

For the year ended June 30, 2016, treaLment expenses increased by 1.65?.

Fj.nancial Analysis of the District's proprietary Fund

AL June 30' 201'6 and 2015, th: DisLrjcl 's proprietary fund reporLed Loual neuassets of $5,127'r24 and 95,8')6,1a2, whi-ch is a decrease of $1g,578 or (.68rd)
and an increase of $3q,151 or (1.37;) f r,rm the prior year. A portion of totalnet assets 911,440 and 911,3(iB is restricted as to use due to loan covenantrequlrements.

Capital Assets

The Distr.rct was abfe to make severaL capit.al asset purchases that caused theDistrict to incur addirional debt. The DisLri.l n,rrch^scd FyieficapiLaIaSSetSforS8,o]6,g31'fromBoyd-;;;;iy";j';:i:;;;

Debt

At June 30, 2016 and 2015, the District had bonds payable to Kentucky RuralWater-Finance Corporatig-n aqd Kentucky Bond Corporation-with remaining bilancesof $10,21'5,166 and 91,685,-000 requirlng ,nnua1 rnstarfments of principar andsemiannual installments of interest.
Note Recei-valc].e

on september -l , 2001 , the Disrrict. sold the of f j.ce buirding at g31 state RouLe716, Ashland, Boyd county, Kentucky to Ritchie rnvestmentJ, LLC for $230,000.
.A promissory note was accepted for 946,000 to be repaid in sixty (60) monthlylnstarfments of s279 including interest of 4? per annum with a billoon puy^..,Ldue on october 5' 2015- The Board amended Lhe note receivabl-e from irllcniernvestments, LLC to the folfowing Eerms: B4 payments due of $483.73 to be clebiteddirectly from Ritchie rnvestnrents. LLC ban.k lccount starting January 02, 2ar5and ending December 02, 2020. The baLance of the note recJi.rable js of Junc30, 2016 and 2015 was 923.607 and $28,236, respecrivelv.



SANITATION DISTRICT NO. 4 OF BOYD COUNTY. KENTUCKY
S DISCUSSION AND ANAI.YSIS

ANNUAL FINANC IAL STATEMENTS
FoR THE Frsml6 AND 2015

Overview of the Financial Statements

The District's basic financ ial statements include: (1) fund financial
statements, and (2) notes to the financia] statemenLs. These financial_
statements present- informatior about business-type activiLies, which consistsprincipally of the fees the t)istrict charges its users to cover al] or mostof the cost of the services it provicles.

Fund Financi-al Statements

The fund financial statements f)r:ovide detailed information about Lhe proprietaryfund. when the District charges customers for services it providei, ttreseservlces are generally reported in proprietary funds. proprietary fuirds arereported in the same' h'ay that all activities are reported in the Statement ofNet Posltj.on and the Statement of Activities. In fact, the District's enterprisefunds (a component of proprietary funds) are the same as the business:typeactivities we report in the government-wide statements but provide more detailand addltional inforrnation, such as cash frows for proprietary tunds.
Notes to the financial statements

The acco-mpanying notes to the financia] statements provide information essentiafto a fufl understanding of the fund financiaf siatements. ,rhe notes to thefinancial statements begin immediately following the basic financialstatements.

Reporting the District as a Wtrole

o3e o_l the. most important questions asked about the District's finances is, ,,rs
the District as a whole better off or worse off as a resurt of this year:, sactivities?" The statement of Net position and the statement of Revlnues,Expenses and Changes in Net Position report information about the Dlstrict asa whole and about its activi'-ies in a way that helps answer this question.
our. discussion begins with an anarysis of overalr revenues and expenses andtherr treatnent - An overwhelming majority of the Dj.strict's revenue ls recelvedf rom cha rgos for serv ices

For the year ended June 30, 2015, the District's total revenues increased froma.year ago by s149,563 (4.3316) while total cost of arl programs and scrvlces(including depreciati^on)^ inc_reased by $715, 061 (22. g2g) . overarr, net operatingincome decreased by $569,96't for t h-e fiscal year.
For 1-hc year ended June 30, 2016, the Dastrict's toLal revenues clecreascd from
? v9ar ago by 531 ,21 5 (1-0%. whire totar cost of al1 programs and s-orvicesincluding deprecration 

^incre;rsed by $551 ,26I (I5.4lZl . O,r.if f , net operatingincome decreased by $79,57g for the fiscal year.
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SANITATION DISTRICT NO. 4 OF' BOYD COUNTY. KENTUCKY
S DISCUSSI ANAIYS I S

our discussion and analysis of sanitation District No. 4 of Boyd county,Kentucky's financiaf performan<:e provides an overview of the Drstrict's financiiiacfivities for the fiscal years ended June 30, 2016 and, 2ar5. pLease read itin conjunction with the accompanying basic f inanci a-L statemer)ts - It is ourlntent that this discussion provide afl parties interested jn Lhe District'sfinancial condiLion, especiilrry the users of the facirrt:res, a betterunderstanding of the Dj-strict,s operations and financiaf status.
The District reporLs its financial statements in a required model format issuedby the Governmental Accounting Standards Board-

Financial Highlights

' As of June 30, 2016 a.d 2015, the District's assets of g16,786.064 and58,399,51 4 exceeded liabilities of $ll,058.940 and $2, 5g2,Bi2, bys5'121,r24 and s5,806,102. This excess incrudes Lhe varuc of capr tai,asscts plus resources restricted to specific projects by law,regulation, or contractual agreement of -$3,666,145 -",i Sq, SO:, tSg,restricted resorlrces of srr.,44a and $rr,358 which rcprescnt money setasrde to satisfy loan covenants, and urrrestrictecj rr:iources avarlableto conttnue District ()perations into Lhe next f isc:ll y_-ar oI 52,A49,.539and S I , 2.92 , 136 .

The l)istrict's overalL rong-term debl i.creased by a ..1 of s8,228,4s,1throuqh Lhe issua.ce of Reven,e Bonds ior t.he pur:r.,h,:sr.: .f .l:i:ie1 s tromBoyd County Fiscal C,)urt -

ANNU
THEr.rsffil6AND
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ThF n'lrnoqe ^F 
-h:1_ rannrF is f.\ de<r_rihe fhp q-l-lnal-)l .\rrr Ioqr inn oF int^rnal

control over financiaI reporL i:rq and comp]iance and the resufLs ot that testing,
and not to provide an opinion on internal control over f inancial, reporting or
on compljance- That report is alt integral part oF an audjt performed in accordance
wrLh Goverrunent Auditing Standards in considerinq San.Ltat:on DistricL No. 4of Boyd County, Kentucky's internal control over f inancial raporLinq and
compl i ance .

,DNU4?**-+ h"n,,-
'DELANEY, lr llvnn & COMPANY I I
Public Accountants
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In making those risk assessments, the auditor considers internaL control
re.Levant to the enrity's prep.rraLion and fair presentation of lhe financjal
staLements in order to design audit procedures LhaL are .rppropr jdLe in the
- .-l'nql nrrr-Fq hrrf nol For the n|]rnoqF nf p:lnraqqinn ;n nnininn nn f ha
effecl iveness of LhA entiLy's internal conLrol. According)y, we express no such
opinjun. An audiL also jncludes evaluaLjng rhe appropriateness ^[ ..rccounti ng
policies used and the reasonalrleness of signifjcanL account ing esLimdLes made
by managemenr, ds welL as evaluating Lhe overal I presentalron or rhe financial
s1]atements.

We believe LhaL the audit evidence
Lo provide a basis for our audit

Opinions

In accordance wiLh
dated May I8, 2011
County, Kent ucky's

we have obtained is suf f i,'ri Fr'1 .rn.l dnnr.}nri-F^u.'u u|/IJ!vyr ro Ls
nni n i nnc

Ggvernment Auditing Stangards, we have al so issued our reporton our consideration oT-Tan-itation DisLri r.r Nl^ / ^f p^,,^r vr Dvy uinternal controf over financial reporting and our tests 6f

rn our opinion, the financial statements referred to above present fairly, inal.l material respects, the respective tinancia) posif ion of lha business:typeactivities of sanitation District No. 4 of eoyd County/ Kentucky as of .lune30, 2016 and 2015. and the respective changes in financial pos-ition and, whereapplicable, cash flows thereof for the years then ended in accordance w.rthaccounting princip.Les generalry accepted in the uni,ted states of America.
Other Matters

Required Supplementary fnformation
Accounting prlncip-les generally accepted in the united States of Ameri ca rerrrri rothat the rnanagement's discussion and analysis and supp1.;;;;"i'";l;;;i;';-;;pages 6 - 9 and 25 - 27 to be presented to supptement the basic financiaLsrateme.t s. such information, although not a plrt of the basic financialstatements, is required by the Governmental Accbunting Standards Board, whoconsrders it to be an essentiar part of financial rep6rting for pracing thebasic financiaL stat€ments in-.an approprlate opeiationJl , economic-, orhistorical context- we.have applied ceitain limited proceauies to the requiredsupprementary information in accordance with auditing standards generatlyaccepted rn the united states of America, which consisted of inqriiries oimanagement about Lhe. methods of preparing the information and comparrng theinformation for consistency wit_h .anugem.-.tt's responses to oirr rnquirles, thebaslc financial statements, and other knowledge we obtained durrng our auditof thc basic financiaf statements. ooe do n-ot eipress an opinion or provide anyassurance on Lhe information because the limited proccdurcs do not provide uiwlth sulficrent evidence to express an oplnaon or provide any assurance.
Other Reporting Required by Government Aud.iting Stand.ards

i ts compl iancc wi th certain provisions of Iaws, ."-g-;;;;;':,.;;;.;;;, "";;
grant agreements and other matters
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IN DEPENDENT

May

AUDITORS' REPOR'f

L8, 2011

Board of Di rec t- o rs
Sani.tation Di st r:icl, No
Ashland, Kentuc ky

4 of lloyd County. KentuckY

we have audited the accompanying financial statemenLs of the buslness-type
activities of Sani-tation District No. 4 of Boyd County, Kentucky ("the District")
as of and for the years ended June 30, 2016 and 2015, and the related notes
to the financial sLatements. which collective.Iy comprise the District's baslc
financial statements as ]isted in the table of contents -

Management's ResponsibiJ.ity for the Financial Statements

M:nr^omoni rq reqnonqil-\lF f.rr fhp nren^rFtion ancl fair nresontat ion of Lhese,''o,,ovcrL'-,'L rJ i uJYvIJr

financial statements in accordance with accounting principles generally
acceptecl in the Unit-ed States of America; this includes the design,
implemenLation, and mai ntenance of internal control relevanL to the preparation
;nrJ f:ir nroqonl -tron of financial statements that are free from material
misstatements, wheLher: due to fraud or error.

Auditor's Responsibility

Ortr res[)ousibility is to expross opinions on ttrese financial :itaLements based
on our audit. lde conducted our audit in accordancc with audiLinq sLandards
generally accepted in the United States of America and the stand.rrds appl icable
to f inanci al .tu.liLs conta j.ned rn Goverrurent Auditing Standards, is:;ued by the
CompLro]lerGenet:alotthet-lniLedffiq'lret'hatwepIan
and perform tfie auclit to obl-ain reasonable assurancc about wh'.'f trcr tlr. general
pllrpose Iinancia-l sLatement-s are f ree of m.lter:i al misstaf.en.rnt -

Ar) audit i nvo-Ives pcrforming procedures to obtain audit evicience abouL the
arnounl--s ancl d i sclosurcs in the financ ia ] statement-s - Thc p.r:ocedures se lected
dcpencl on tfre auditor's judgement,. including the asscssmnnt ot l-he risks of
maLcr j.al m js:jl-,aternent of Lhe f j-nancial statements, v,'hether cluc to f raud or erl:or-
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