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STATE OF OHIO 35 North Fourth Street, 1* Floor
OFFICE OF THE AUDITOR Columbus, Ohio 43215

o " Telephone 614—46-6;4514
JiM PETRO, AUDITOR OF STATE ] L 800-282-0370

Facsimile 614-728-7398

Board of Trustees
Lakengren Water Authority
Eaton, Ohio

We have reviewed the Independent Auditor’s Report of the Lakengren Water Authority, Preble
County, prepared by Hoover & Roberts, Inc., for the audit period April 1, 1999 through March
31, 2000. Based upon this review, we have accepted these reports in lieu of the audit required
by Section 117.11, Revised Code. The Auditor of State did not audit the accompanying
financial statements and, accordingly, we are unable to express, and do not express an opinion
on them.

Our review was made in reference to the applicable sections of legislative criteria, as reflected
by the Ohio Constitution, and the Revised Code, policies, procedures and guidelines of the
Auditor of State, regulations and grant requirements. The Lakengren Water Authority is
responsible for compliance with these laws and regulations.

Anditor of State

June 28, 2000
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May 10, 2000

To the Board of Trustees

Lakengren Water Authority
Eaton, Chio

Independent duditor’s Report

We have audited the acconpanying balance sheet of Lakengren Water Authority
as of March 31, 2000 and 1999, and the related statements of revenues and
expenses, changes in fund equity, and cash flows for the years then ended. These
financial statements are the ::espons:blllty of the authority’s management. Our
responsibility is to express an 0p1n:Lon on these financial statements based on
our audits.

We conducted our andits in accordance with generally accepted audJ.t:mg
standards and the standards applicable .to financial audits contained in
Coverrment Auditing Standards, issued by the Comptroller Ceneral of the United
States. Thoge standards require that we plan and perform the audit to obtain
reascnable assurance about whether the financial statements are free of material
misstatement. An audit includes examining, on a test basis, evidence supporting
the amounts anyd disclosures in the financial statements. 2n audit also includes
agsesging the accoumting principles used and gignificant estimates made by
management, as well as evaluating the overall financial statement presentation.
We bhelieve that our audits provide a reascnable basis for our opinion.

In our opinion, the financial statements refexred to above present fairly,
in all material respects, the financial pogition of Lakengren Water Authority
as of March 31, 2000 and 19939, and the results of its cperations and its cash
flows for the years then ended in conformity with generally accepted accomibing
principles. '

I'n accordance with Goverpment Auditing Standards, we have also issued cur
report dated May 10, 2000, on our consideratien of Lakengren Water Authority’s
internal control over financial reporting and our tests of its conpliance with
certain provisicns of laws, regulations, cantracts, and grants. That report is

an integral part of an audit performed in accordance mthmgu_d;_y_g
Standards and should be read in conjunction with this report in considering the

results of cur andit. ) o
/(L—'_‘M e? M(D-—r\-
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LAKENGREN WATER AUTHORTTY

BALANCE SHEET
MBRCH 31, 2000 AND 19399

ASSETS

CIURRENT ASSETS T

Cash, and cash equivalents, operating fumd
Accrued interest .
Accoumts receivable (net of allcwance

for bad debts of 526,686 and $45,544)
Repair parts inventory

Prepaid expenses

Total current assets

BOND RETTREMENT TRUIST ACCOUNTS
Cash ardd cash equivalents

UTTLITY EL@NI
In service (net of accumilated deprecmi::l.on
of $954,504 and $649,663)
Construction in progress

CEFERRFD ASSELS o
Unamortized bond issue costs
Erngineering costs

TOTAL: ASSETS

LIARTLITIES AND EQUITY

CURRENT TLIABIT.ITIES
Accounts payable
Long-term debi payable within one year
Accrued other expenses

Total current liabilities

IONG~TERM DEBT
Revenue bornds payable
Less portion payable within cne year
Less deferred amoumt on refinding
Total long-term debt
Total liabilities

EQOTTY
Contributed capital
Retained earnings
Total eguity

TOTAL LIABILITIES AND EQUITY

2000

§ 737,328

7,900

92,400
56,105

BS3,733

124,463

7,049,056
152,756

25,306

3,215

© % 8,248,535

$ 8,443
75,000
32,723

116,166

710, 000
{75, 000)
(20,788)
614,212
730,378

5,870,543
1.647,614
7,518,157

$ 8,248,535

The accompanying notes are an integral
part of the financial statements.
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7,263,449

31,056

4,460

$ 8,412,093

3 22,245

70,000
27=962
120,207

780, 000
(70,000)
(25,492)
684,508
804,715

6,101,650
1‘505,728
7,607,378

$ 8,412,093
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thy
STEIEWEMES OE CHENGES IN FUND EQUTTY

FOR ENDED MARCH 3

Balance, March 31, 19398

Contributed capital - acquisition
of sewer system

Net income for the year

Depreciation of acguired sewer system
plant & eguipment ' ’

Amortization of assesswents for
water meter installation

Balance, March 31, 1999
Net loss for the year

Amortization of agsessments for
water meter installation

Depreciation of acquired sewer
gystem plant and equipment

Balance, March 31, 2000

2000 AND 19

Contributed

Capital

S 52,960

§,171,550

{108,417)

_(14,443)

6,101,650

©(1z;243)

(216,664)

$ 5,870,543

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

Retained
Earnings

$ 1,118,605

264,263

108,417

— 14,443
1,505,728

(89,221}

14,443

_216,664

S 1,647,614



LAKENGREN WATER AUTHORTTY
STATEMENTS OF CASH FLOWS

FCR THE YERRS ENDED MARCH 31, 2000 AND 1999
2000
CASH Q ES: )
Net income S (89,2217
Adjustments to reconcile net income to net
cash provided by opersting activities:
Depreciation and amortization 304,841
Change in assets and liabilities:
{Increase) decrease In accounts receivable 300
Decrease in accrued interest o -
(Increase) decrease in prepaid expenses 12,872
Increase in irventory (8)
Decreage in deferred assets 6,995
Increase (decrease) in accounts payable (13,802)
Decrease in contracts payable -
Increase in accrued expenses 4,761
(Increase) decrease in deferred amount T
on refunding 4,704
Total adjustmants 320,663
Net cash provided by gperating
activities 231,442
CASH FLOWS FROM CAPTTAT, AND
F B3 - :
Capital expenditures (243,204)
Issuance of bonds payeable -
Payments of boands payable (70,000)
Payment of loan -
Net cash used in capital and Ielated
financing activities : 313,204)
NET_INCREASE (DECREASE) IN CASH AND
CASH EQULVAIENTS o . (81,762)
CASH BHE oF 943,555
CASH AND CASH BEOUTVATENTS AT END OF YEHR 8 861I797
CASH BND CASH BQUIVALENTS AT END OF YEAR: B
Held as current assets ¥ 737,28
Held in bond retirement trust accounts 124,469
s 861,797

NCNCRSH TNVESTING, CAPTTAL, AND FINANCING ACTIVITIES

Acquigition of sewer system assets and
recognition of related contrilbuted capital

s -

The accompanying notes are an integral
part of the financial statements.
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$ __264,263
227,263

{53,700)
5,600
(12,872)
(32,243)
9,168
19,792
(35,767)
7,863

(25,492)
109,612

__373,875

(9,631)
811,000

(1,025,000)

(100,000}

323,631)

50,244

893,315

$ 943,559

$ 819,763
123,796

$ 943,559

$ 6,171,550



1.

LAKENGREN WATFR AUTHCRITY
NOTES TO FINANCTAL STATEMENTS

SUMMARY OF STGNIFTCANT ACCOUNTING POLICTES:

REPORTING ENTITY - The Authority is a political subdivigion of Preble
County, Chioc. The trustees are appointed by the Lakengren Property
Owners Association for 3-year terms and are full-time resident property
owners in the Lakengren conmunity.

NATURE OF COPERATICONS - The Authority coperates a potable water producticn
and distribution system and a wastewater collection and treatment
gystem for the Lakengren Gommumdity.

USE OF ESTIMATES - The presentation of financial statements in conformity
with gene:cally accepted accounting principles requires management to
make estimates and assumptions that affect the reported amounts of
assets and liabilities and disclosure of contingent assets and
liabilities at the date of the financial statements and the reported
amounts of revermes and expenses during the reporting period. Actual
results could differ from those estimates.

BASIS OF ACCOUNTING - The financial statements have heen

in conformity with generally accepted accounting principles as applied
to governmental units.. The Governmental Accounting Standards Board
(GASB) _is the accepted standard-setting body for establishing
governmental accoumnting and financial reporting principles. The
Authority applies all standards issued by the Financial Accounting
Standards Board, regardless of issue date, provided they do not
conflict with or contradict GASB pronouncemrents.

The financial statements are prepared on the accrual basis of
accounting. Revernues are recognized when earned, while expenses are
recogriized when incurred.

FUNCTIONAY: ATTOCATION CF EXPENSES - The costs of providing water and sewer
services and conducting general operations (principally billing,
collection, and TEnagenent overgight) have been summarized on a
functiconal bagis in the statement of activities. Aocordingly,
certain costs have been allocated among the activities benefited
based upon usage by each activity. -

INVENTORY - Inventories, which consigt primarily of water meters and
water and sewer repair parts, are valued at the lower of first-in,
first-out cost or market. Inventories are expensed as conswred.r

UTILITY PLANT - Assets with a cost exceeding $1,000 are recorded at cost
and depreciation is computed principally using the straight-line method
over the estimated useful lives of the assets. Routine maintensnce,
repairs and renewals are charged to incore as incurred. Renewals and
betterments which substantially increase the life of an asset are
capitalized. At retirement or sale, the cost of assets, less the
related acoumilated depreciation, iz removed from the accoumts and
resulting gains or losses are included in income.

PENSION PL3NS - All trustees and full-time employees are covered under

the Public Employees’ Retirement System maintained by the State of
Chio. All costs are paid as incurred.

-6G-



LARENGREN WATER AUITHORITY
NOTES TO FINANCTIAT. STATEMENTS, CONTTNUED

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICTES, contimued

DEFERRED CHARGES
Bond issue costs - Costs incurred to issue reverme bonds are
capitalized and amortized on a straight-line besis over the redemption
periced.

Ergineering vtosts - _ Costs incuwrred for engineering studies in
commection with a wellhead protectiom plan are capitalized and
amcrtized on a straight-line basis over 5 years.

CMPENSATED ABSENCES -~ The amountg of vacation and sidk leave liabilities
that are expected to be liguidated with expendable available financial
resources are recarded as current liabilities. Rerra:.n:mg llabllltles
if any, are recorded as lang-term liabilities.

STATEMENT OF CASH FLOWS - For purposes of the statement of cash flows,
the Authority congiders all securities (principally Firstar Treasury
funds) held in the Bond Retirement Trust and Construction Accomts to
be the equivalent of cagh.

CCNIRIBUTED (CBPITAL -. Special assessments for capital inprovements
projects and the fair market value of aggets contributed to the
Authority are recoxded as capital., The carrying value of such
contributed capital is reduced by depreciation and amortization expense
related to such assets.

2. CASH AND JNVESTMENTS U -

The Authcority maintains cash and investwent accounts as described on the
Balance Sheet. Investment procedures are restricted by the provisicns of the
Chioc Revised Code. Purchased imvestments are valued at cost. Interest is
recoonized and recorded when earned. ' '

legal Requirenments: Statutes require the classificaticn of monies held by
the Authority into three categories. Category 1 consists of "active' monies,
required to be kept in a "cash" or "near-cash" status for immediate use by
the Authority. Buch monies must  be maintained either as cash in the
Authority treasury or in depository accounts withdrawable or payable on
demand, including negotiable oxder of withdrawal (NOW) accounte.

Category 2 consists of "inmactive" monies, not required for use within the
current pericd of designation of depositories. Inactive monies may be
deposited or imvested only as certificates of deposit maturing not later
than the end of the current period of designation of depositories.

Category 3 consists of "interim" monies, which are not needed for immediate
uge but will be needed before the end of the current pericd of depogitories.
Interim monieg may be imvested or deposited in the following securities:

Bords, notes, debentures, or other cbligations of, or guaranteed by,
the United States, or those for which the faith of the Uhited States
ig pledged for the payment of principal and interest;



2. (CASH AND TNVESTMENTS, contimied

Bonde, notes, debentures, or other abligations or securities issued by
any federal govermment agency (excluding certain mortgage-backed
securities), or by the Export-Import Bank of Washington;

Repurchage agreementz in the securities emurerated above;

Interim deposits in the eligible institutions applying for interim
monies;

Bonds and other cbligaticns of the State of Chio; and

The State Treasurer’'s Investwent Pool.

Depogits: AL March 31, 2000, the Zuthority’s benk balance was $5,875, held
in a bank checking account covered by federal depogitory insurance. 2An
additional $250 wag held in an inprest petty cash fund.

Ivestments: The Buthority’s irwestments at March 31, 2000, are categorized
below to indicate the level of risk assumed by the Authority at year-end.
The categories correspond to those described above. '

Carrying value Market value
Category 1: £160,099 5160, 099
Category 2: $571,104 $571,104
Category 3: $124,469 5124,469

Of the total $861,797 depogits and investments, $300,000 was covered by
federal depository insursmce, none was lrwvested in U.S. Treasury notes, and
$561,547 was covered by collateral held in the pledging banks’ trust
departments in the Anthority’s name.

3. ACOUISITICN OF TAKENGREN SEWER DISTRICT

On Octcber 1, 1998, the Authority assumed operating control of the
Lakengren Sewer District (a component of the Preble Coumty govermment)
from the Preble County Commissioners. In commection with this assunption,
the Comisgicners transferred all cperating assets of the District to the
Authority. These assets were recorded at estimated fair market values as
of the transfer date, and an eguivalent amount of contributed capital was
recogrnized. The contributed capital will be reduced as the related assets
are depreciated. B»Assets acguired consist of:

Sewer system and treatment plant 5 6,050,000
Land . : AR 30,000
Equipment , 55,000
Vehicles ' 36,550

Total =t 651715550



TAKENGREN WATER AUTHORTTY
NOTES TQ FINANCIAT, STATEMENTS, CONTINUED

CONSTRUCTICN TN PROGRESS

Construction in progress at March 31, 2000 consists of:

Fatimated Estimated Cogt
Completicn Total Incurred
Date Cost 3/31/00
Water Plant R
Filter replacement (currently
in engineering phase - , — _ i
total cost of replacemmt Not Not
not estimable) Kncown Koown S 5,886
Sewer Plant . . —
Sludge bed modification : 4/15/00 $ 60,000 56,298
Installation of downdraft o
mixer in holding tank 4/15/00 -18,000 14,408
Installation of backup
generators at 4 lift staticns T 4/15/00 65,000 61,089
Construction of pole barn 6/30/00 50,000 - _15,065%
Total construction in progress S 152,756

REVENUE BCNDS

On Septenber 1, 1998, the Authority sold an $845,000 issue of reverme bonds
with an average interest rate of 5.06% to advarce refund $960,000 of
outstanding 1989 Series bonds with an average interest rate of 8.50%. The
net proceeds of $811,000 {after payment of $34,000 in underwriting fees and
isguance costs) plus an additicnal $218,712 of Authority funds were used to
purchase U. S. goverrment securities. Thoge securities were deposited in
an irrevocable trust with an escrow agent to provide for all future debt
gervice payments on the 1989 Series bonds. 2As a result the 1985 Series
bonds are considered to be defeased arxd the liability for those bonds has
been removed from the Avthority’s books and records.

The advance refinding resulted In a difference of $27,900 between the
reacquisition price and the net carrying amount of the old debt. This
difference, reported in the accompanylng financial statements as a deduction
from bonds payable, is being charged to coperaticns through the year 2008
using the effective-interest method. The Authority completed the advance
refinding to reduce its total debt gervice yrents through 2014 (the
original payoff date for the 19839 Series ) by $664,826 and thereby
cbtain an economic gatn (difference between the present values of the old
and new debt service payments) of $51,494.

The 1998 Series bonds are repayable in unegual armual installments through
March 1, 2008. Projected maturities of the bands (without regard to the
deductions for the advance refimding difference discussed above) are
$75,000 in 2001, 580,000 in 2002 ard 2003, $85,000 1n 2004, $%0,000 in 2005,
and increasing to $105,000 per year through 2008.

Cash payments of $49 267 in 2000, and $116,377 in 1992 were made forr
interest.

At March 31, 2000, Firstar Bank, Cincimnati, Chio held cash and government

funds totalling $124,469% in the Bond Retirement Trust Accoumt. These
funds will be used to redeem the bonds due in 2001, and to pay interest due
in 2001,

-9-



E.

RETTIREMENT SYSTEM

The Authority contributes to the Public Employees Retirement System of Chio
(PERS), a cost-sharing rmltlple enployer public employee retirement system
administered by the Public Erployees Retirement Board. PERS 1des bagic
retirement benefits, disability, and death benefits bas on eligible
service credit to members arnd beneficiaries. Benefits are establs.shed by
Chapter 145 of the Chio Revised Code. PERS issues a publicly available
financial report that includes financial statements and required
suoplementary information for PERS. That report may be cbtained by writing
to the Public Enployees Reitrement System, 277 East Town Street, Colurbus,
Chio 43215. )

Pension Benefit Chligaticn
Pension contribution requirements for 2000, 1899, arnd 1998 were:

2000 1599 1998
Authority pension contributicon , s 19,157 $ 13,803 s 7,715
Ermployee pensicn contribution 17,415 12,548 7,770
Total pension contribution $ 36,572 $ 26,351 $ 15,485
huthority health contribution , $_7.655 5 _6,677 5 _4,671
Authority contxibution rate:
Pension cbligation 9.35% 9.35% 8.44%
Retiree health care o . 4.20% 4.20% _ 5.11%
Total Authority
contribution rate = . JL3.55%  _12.55%  _13.55%
Employee contribution rate _ 8.5% _8.5% 8.5%

The Public Employees Retirement System of Chio (the System) provides post-
retirement health care coverage to age and service retirees with ten or more
years of qualifying Chio service credit and to primary survivor recipients
of such retirees. Health care coverage for dissbility recipients is
available. The health care coverage provided by the retirement system is
considered an Other Postemployment Benefit (OPEBR) as degcribed in GASB
Statement No. 12. A portion of each enployer’s contribution to the System
iz set aside for the funding of post-reitrement health care based on
authority granted by State statute. The 2000 enployer contribution rate was

1355percentofcoveredpayroll 42percentwastheportlonthatwasused
to fund health care.

Benefits are funded on pay-as-you-go basis. OPEB are financed through
enployer contributions and investment earnings. The contributions allocated
to retiree health care and Medicare, along with imvestment income on
allocated assets and pericdic adjustments in health care provisicns, are
expected to be sufficient fo sustain the program indefinitely. Durding 1999,
QPER expenditures made by PERS were $523,599,34%9. As of Decenber 31, 13999,
the unaudited estimated net assetg available for future OPEBR payments were
$9,870,285,641. AL December 31, 1989, the total mmber of benefit
recipients eligible for CPEB through the System was 118,062,

During 1997, PERS ted a new calculation method for determining employer
contributions applied to OPEB. Ubider the new method, effective Jamary 1,
1998 loyer contributions equal to 4.2 percent of member covered payroll

to fund health care expenses. Under the prior method, accrued
llabllltles and normal cost Iates were determined for xetJ_ree health
coverade.,

-10-



The Aauthority is exposed to various risks of logs related to torts; theft
of, damage to, and destruction of assets; errors and omissions; injuries to
employees; and natural disasters. During 2000, the Authority contracted
with Reliance Tnsurance Corparty for varicus types of insurance as follows:

Commercial Property ’ 500
CGeneral Liability 0
Automobile Liability 0
Automebile Comprebensive 0
Automchbile Colligion 500
Machinery - 1,000
Errors afid Cmisgions ~ .. 1,000
Fidelity Bond 0

The amount of settlements did nob exceed the coverage for each of the past
three years. There have been no significent reductions in insurance
coverage from last year.

The Ruthority pays the State Workers’ Compensaticn System a premium based
cn a rate per 5100 of salaries. This rate is calculated based on accident
history and administrative costg. The System administers and pays all

8. CONTINGENCIES AND COMMITMENTS

At March 31, 2000, the duthority is a co-defendant {(along with the Chio
Bureau of Workers’ Compensation) in a lawsuit brought by a trustee relating
to a disallowed workers’ compensation injury claim. Management believes the
Authority will incur no divect monetary liability if the trustee prevails.
While the Authority’ s workers’ compensation rate may increase if the trustee
Trevails, management does not believe that such an increase would be
gignificant.

In orxder to prowote conparability, the 1995 financial sgtatements have
been reclassified to conform to the cwrent presentaticn. There are o
substantive changes in the amounts originally reported.

10. APPOINIED OFFICIALS

Board of Trusteems e

Name : Position Date of Phoiration
Bobly E. Morefield : Chairmen Decerber 31, 2002
Thomas E. Pierce Secretary Decerber 31, 2001
Oliver Sumiin Treagurer Decerber 21, 2000

Office Manager: Linda M. Spitler

legal Comsel: Augustus L. Ross III, Attomey-at-law
12 E. Dayton Street
West Alexandria, Chio 45381

Office Addregs; Iakengren Water Authority

209 Lakengren Drive West
Faten, Chio 45320-2858

-11-~
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May 10, 2000

To the Board of Trustees

Lakengren Water Buthority
Baton, Chio

We have audited the financial statements of Lakengren Water Authority as of |
and for the year ended March 31, 2000, and have issued our report thereon dated
May 10, 2000. We conducted our audit in accordance with generally accepted
auditing standards and the standards applicable to financial audits contained
in Govermment Auditing Stapdards, issued by the Comptroller General of the
United States. :

Corpliance

As part of obtaining redsonable agsuwrance about whether Lakengren Water
Authority’s financial statements arve free of material misstatement, we performed
tests of its compliance with certain provisiong of laws, regulations, contracts,
and grants, noncompliance with which could have a direct and material effect on
the determination of financial staterment amounts. However, providing an opinion
on conmpliance with those. provigions was not a.nobjectlve of our audit, and
accordingly, we do not express such an opinicn. The results of our tests
disclosed o instances of noncompliance that are required to be reported wder
Goverrment Auditing Standards.

In plaming and performing ouwr audit, we congsidered ILekengren Water
Authority’s internal control over financial reporting in crder to determine cur
auditing procedures for the purpose of expressing our opinion on the financial
gtatements and not to provide asgsurance on the intermal contbrol over financial
reporting. Our conelideraticn of the intermal control over financial reporting
would not necessarily disclose all matters in the internal control over
financial reporting that might be material weaknesses. A material weakness is
a condition in which the design or cperation of ane or more of the internal
control conporents doeg ot reduce to a relatively low level the risk that
misstatements in amounts that would be material in relaticn to the financial
statements being audited may occur ard not be detected within a timely period
by employees in the normal comrse of performing thelr assigned functioms. We
noted no matters inmvolving the intermal control over financial reporting and its
cperaticn that we consider to be material weaknesses.

This report is intended solely for the information and use of the audit
committee, management, others within the oxganization and i1s ot intended to be
and should not be used by anyone other than these specified parties.

/‘w[o-q\ra.-\ ‘F' M!b——\¢
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The audit report was reviewed with Lakengren Water Authority officials on
June 19, 2000. - '
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AL RO
OFFICE OF THE AUDITOR B Columbus, Ohio 43216-1140
JiM PETRO, AUDITOR OF STATE Telephone614-466-4514
BO0-282-0370

Facsimile 614-466-4490

LAKEGREN WATER AUTHORITY

PREBLE COUNTY

CLERK’S CERTIFICATION

This is a true and correct copy of the report which is required to be filed in the
Office of the Auditor of State pursuant to Section 117.26, Revised Code, and
which is filed in Columbus, Ohio.

BY:MWM

Date:_JULY 18, 2000
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