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INDEPENDENT ACCOUNTANTS’ REPORT
June 25, 2012

Tri-County Rural Water & Sewer District
Washington County

20 Anderson Lane

Waterford, OH 45786

To the Members of the Board:

We have audited the accompanying financial statements of the business-type activities of the Tri-County Rural Water and
Sewer District, Washington County, Ohio, (the District) as of and for the year ended December 31, 2010, which collectively
comprise the District’s basic financial statements as listed in the table of contents. These financial statements are the
responsibility of the District’s management. Our responsibility is to express an opinion on these financial statements based on
our audit.

We conducted our audit in accordance with auditing standards generally accepted in the United States of America and the
standards applicable to financial audits contained in the Comptroller General of the United States’ Government Auditing
Standards. Those standards require that we plan and perform the audit to reasonably assure whether the financial statements
are free of material misstatement. An audit includes examining, on a test basis, evidence supporting the amounts and
disclosures in the financial statements. An audit also includes assessing the accounting principles used and significant
estimates made by management, as well as evaluating the overall financial statement presentation. We believe our audit
provides a reasonable basis for our opinion.

In our opinion, the financial statements referred to above present fairly, in all material respects, the respective financial
position of the business-type activities of the Tri-County Rural Water and Sewer District, Washington County, Ohio as of
December 31, 2010 and the respective changes in financial position and cash flows thereof for the year then ended in
conformity with accounting principles generally accepted in the United States of America.

In accordance with Government Auditing Standards, we have also issued our report dated June 25, 2012, on our
consideration of the Government’s internal control over financial reporting and our tests of its compliance with certain
provisions of laws, regulations, contracts and grant agreements and other matters. While we did not opine on the internal
control over financial reporting or on compliance, that report describes the scope of our testing of internal control over
financial reporting and compliance and the results of that testing. That report is an integral part of an audit performed in
accordance with Government Auditing Standards. You should read it in conjunction with this report in assessing the results
of our audit.
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Accounting principles generally accepted in the United States of America require this presentation to include Management’s
discussion and analysis as listed in the table of contents, to supplement the basic financial statements. Although this
information is not part of the basic financial statements, the Governmental Accounting Standards Board considers it essential
for placing the basic financial statements in an appropriate operational, economic, or historical context. We have applied
certain limited procedures to the required supplementary information in accordance with auditing standards generally
accepted in the United States of America, which consisted of inquiries of management about the methods of preparing the
information and comparing the information for consistency with management’s responses to our inquiries, the basic financial
statements, and other knowledge we obtained during our audit of the basic financial statements. We do not express an
opinion or provide any assurance on the information because the limited procedures do not provide us with sufficient
evidence to express an opinion or provide any other assurance.

Respectfully Submitted,

f%/wéﬁ/ AC

Perry and Associates
Certified Public Accountants, A.C.



TRI COUNTY RURAL WATER AND SEWER DISTRICT
WASHINGTON COUNTY
MANAGEMENT'S DISCUSSION AND ANALYSIS
FOR THE YEAR ENDED DECEMBER 31, 2010
(Unaudited)

The following discussion provides a summary overview of the financial activities of the Tri Country Rural Water and
Sewer District, Washington County Ohio (the District) for the year ended December 31, 2010. The information should
be read in conjunction with the basic financial statements included in this report.

Financial Highlights

Key financial highlights for 2010 are as follows:

e Intotal, net assets increased $149,822 from 2009.

e  Total assets decreased $83,356 which represents 1.32% decrease from 2009. This decrease is due mainly to a
decrease in Property and Equipment.

e Total liabilities decreased $233,178, which represents a 4.38% decrease from 2009. This variance is primarily
due to debt principal payments and retirements.

Overview of the Financial Statements

This discussion and analysis is intended to serve as an introduction to the District's basic financial statements. The
District's basic financial statements are the Statement of Net Assets, the Statement of Revenues, Expenses and Changes
in Net Assets, the Statement of Cash Flows and the accompanying notes to the financial statements. These statements
report information about the District as a whole and about its activities. The District is a single enterprise fund using
proprietary fund accounting, which means these statements are presented in a manner similar to a private-sector
business. The statements are presented using the economic resources measurement focus and the accrual basis of
accounting.

The Statement of Net Assets presents the District's financial position and reports the resources owned by the District
(assets), obligations owed by the District (liabilities) and District net assets (the difference between assets and
liabilities). It provides a way to measure the financial health of the District by providing the basis for evaluating the
capital structure of the District and assessing the liquidity and financial flexibility of the District.

The Statement of Revenues, Expenses and Changes in Net Assets present a summary of how the District's net assets
changed during the year. Revenue is reported when earned and expenses are reported when incurred. This statement
measures the success of the District's operations over the past year and can be used to determine whether the District
has successfully recovered all its costs through user fees.

The Statement of Cash Flows provides information about the District's cash receipts and disbursements during the year.
It summarizes net changes in cash resulting from operating, investing and financial activities.

The notes of the financial statements provide additional information that is essential for a full understanding of the
financial statements.



TRI COUNTY RURAL WATER AND SEWER DISTRICT
WASHINGTON COUNTY
MANAGEMENT'S DISCUSSION AND ANALYSIS
FOR THE YEAR ENDED DECEMBER 31, 2010
(Unaudited)

Net Assets

Table 1 provides a comparative analysis of 2010 and 2009.

(Table 1)
Net Assets
2010 2009

Assets:

Current Assets $ 732,411 $ 593,657
Restricted Assets 73,097 115,6940
Capital Assets (Net) 5,351,472 5,532,978
Other Assets 52,530 50,568
Total Assets 6,209,540 6,292,897
Liabilities:

Current Liabilities 493,656 484,997
Long-term Liabilities 4,600,391 4,842,229
Total Liabilities 5,094,047 5,327,226
Net Assets:

Invested in Capital Assets, Net of Related Debt 412,057 354,077
Restricted 73,097 115,694
Unrestricted 630,339 495,900
Total Net Assets $ 1,115,493 $ 965,671

As noted earlier, the net assets may serve as a useful indicator of financial position. The District's assets exceed
liabilities by $1,115,493 as of December 31, 2010.

The largest portion of the District's net assets is reflected in its Invested in Capital Assets, Net of Related Debt. The
District strives to keep adequate cash reserves on hand in order to maintain or expand its facilities to meet the needs of
its customers and to comply with regulatory requirements.



TRI COUNTY RURAL WATER AND SEWER DISTRICT
WASHINGTON COUNTY
MANAGEMENT'S DISCUSSION AND ANALYSIS
FOR THE YEAR ENDED DECEMBER 31, 2010
(Unaudited)

Change in Net Assets

The table 2 shows the changes in net assets for the years ended December 2010 and 2009.

(Table 2)
Change in Net Assets

2010 2009
Revenues
Operating Revenues $ 1,002,662 $ 849,989
Nonoperating Revenues 155,336 780,786
Total Revenues 1,157,998 1,630,775
Expenditures
Operating Expenditures 753,960 694,600
Nonoperating expenditures 254,216 579,571
Total Expenditures 1,008,176 1,274,171
Increase (Decrease) In Net Assets 149,822 356,604
Beginning Net Assets 965,671 609,067
Ending Net Assets $ 1,115,493 $ 965,671

Operating revenues consisted of user charges for water and sewer consumption. Operating expenses reflect the cost of
providing these services.

Capital Assets

Table 3 provides a summary of the District's capital assets for 2010 and 2009.

(Table 3)
Capital Assets
2010 2009
Land $ 258,508 $ 258,508
Buildings 23,793 23,793
Machinery and Equipment 72,230 72,230
Office Furniture and Fixtures 38,368 20,061
Autos and Trucks 34,593 25,924
Construction in Progress 115,601 424,414
Water Systems 10,074,737 9,573,775
Less: Accumulated Depreciation (5,266,358) (4,865,727)
Total $ 5,351,472 3 5,532,978

Additional information on the District's capital assets can be found in Note 5 to the basic financial statements



TRI COUNTY RURAL WATER AND SEWER DISTRICT
WASHINGTON COUNTY
MANAGEMENT'S DISCUSSION AND ANALYSIS
FOR THE YEAR ENDED DECEMBER 31, 2010
(Unaudited)

Debt Administration

The District finances its construction primarily through the issuance of low interest loan programs with the Ohio
Public Works Commission and Ohio Water Development authority. At December 31, 2010, the District had total
debt outstanding of $4,939,416 compared to $5,178,901 at December 31, 2009. This represents a decrease of
$239,485 due to payments on principal of the debt.

Additional information on the District's long-term debt can be found in Note 4 to the basic financial statements.

Contacting the District's Financial Management

This report is designed to provide the District's customers, bondholders, creditors and other interested parties with an
overview of the District's financial operations and financial condition. Should the reader have questions regarding
the information included in this report or wish to request additional information, please contact the office at Candice
Armstrong at 20 Anderson Lane, Waterford, OH 45786.



TRI-COUNTY RURAL WATER AND SEWER DISTRICT

WASHINGTON COUNTY
STATEMENT OF NET ASSETS
DECEMBER 31, 2010

Assets

Current Assets:
Cash and Cash Equivalents
Accounts Receivable-Customers (Net)
Total Current Assets

Restricted Assets:
Cash and Cash Equivalents

Capital Assets:

Land

Buildings

Machinery and Equipment

Office Furniture and Fixtures

Autos and Trucks

Construction in Progress

Water System - Wells

Water System - Meter/Taps/Hydrants

Water System - Water Lines

Water System - Stations

Water System - Tanks/Towers

Less: Accumulated Depreciation
Net Property and Equipment

Other Assets:
Loan Closing Fees - Net of Amortization
Right of Ways
Advance Deposits
Total Other Assets

Total Assets

624,878
107,563

732,441

73,097

258,508
23,793
72,230
38,368
34,503

115,601

199,576

377,086

7,269,765

920,258

1,308,052
(5,266,358)

5,351,472

12,496
39,734
300

52,530

6,209,540

The accompanying notes are an integral part of these financial statements
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TRI-COUNTY RURAL WATER AND SEWER DISTRICT
WASHINGTON COUNTY
STATEMENT OF NET ASSETS
DECEMBER 31, 2010
(Continued)

Liabilities and Net Assets

Liabilities:
Current Liabilities:

Accounts Payable $ 21,868
Current Portion of Long-Term Debt 339,025
Customer Security Deposits 441
Payroll Withholdings 2,875
Accrued Payroll 3,547
Accrued Payroll Taxes 2,065
Accrued Interest Payable 121,265
Accrued Vacation and Sick Leave 2,570

Total Current Liabilities 493,656

Long Term Liabilities:

Notes Payable OWDA 3,998,898

Notes Payable OPWC 921,318

Notes Payable Citizens Bank 19,200

Less: Current Portion of Long-Term Debt (339,025)

Total Long-Term Liabilities 4,600,391

Total Liabilities 5,094,047
Net Assets:

Invested in Capital Assets, Net of Related Debt 412,057

Restricted 73,097

Unrestricted 630,339

Total Net Assets 1,115,493

Total Liabilities & Net Assets $ 6,209,540

The accompanying notes are an integral part of these financial statements
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TRI-COUNTY RURAL WATER AND SEWER DISTRICT
WASHINGTON COUNTY
STATEMENT OF REVENUES, EXPENSES AND CHANGES IN NET ASSETS
FOR THE YEAR ENDED DECEMBER 31, 2010

Operating Revenues:

Charge for Services $ 925,146
Tap Fees 57,857
Finance Charges 16,259
Reconnect Fees 3,400
Total Operating Revenues 1,002,662

Operating Expenses:

Advertising 201
Amortization Expense 845
Auto-Truck Travel 2,531
Bad Debts 2
Chemicals 11,913
Contract Labor 28,294
Depreciation Expense 416,272
Fuel, Oil and Grease 5,933
Dues and Subscriptions 1,499
Insurance 6,113
Hospital Insurance 25,285
Legal and Accounting 14,737
Repairs and Maintenance 1,218
Office 15,113
Pension - PERS 14,477
Postage 5,093
Recording/Filing Fees 660
Rent 1,800
Salaries 103,875
Supplies 17,521
Payroll Taxes 4,759
Other Taxes 33
Telephone 4,184
Tools 113
Travel and Entertainment 1,435
Training 1,931
System Electric 58,969
Other Utilities 1,515
Sewer/Beverly Hills 2,112
Water Testing 3,096
Wellfield Development 2,431
Total Operating Expenses 753,960
Operating Income 248,702

The accompanying notes are an integral part of these financial statements
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TRI-COUNTY RURAL WATER AND SEWER DISTRICT
WASHINGTON COUNTY
STATEMENT OF REVENUES, EXPENSES AND CHANGES IN NET ASSETS
FOR THE YEAR ENDED DECEMBER 31, 2010
(Continued)

Nonoperating Revenues (Expenses):

Interest Earned 5,126
Gain on Sale of Asset 1,250
Surcharge/Financed Taps 2,284
Other Non-Operating Revenues 6,246
Interest Expense (254,216)
Total Nonoperating Revenues (Expenses) (239,310)
Net Income Before Capital Contributions 9,392
Capital Contributions 140,430
Net Assets, Beginning of Year 965,671
Net Assets, End of Year $ 1,115,493

The accompanying notes are an integral part of these financial statements
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TRI-COUNTY RURAL WATER AND SEWER DISTRICT
WASHINGTON COUNTY
STATEMENT OF CASH FLOWS
FOR THE YEAR ENDED DECEMBER 31, 2010

Cash Flows from Operating Activities:
Cash Received from Customers
Cash Payments to Suppliers for Goods and Services
Cash Payments to Employees for Services and Benefits

Net Cash Provided by (Used by) Operations

984,532
(186,307)
(149,739)

648,486

Cash Flows from Capital and Related Financing Activities:

Retirement of Long-Term Debt
Acquisition of Property and Equipment
Other Non-operating Revenues
Proceeds from Long-Term Debt
Proceeds from Sale of Assets
Intergovernmental Revenue

Interest Paid

(341,850)
(224,825)
15,843
102,365
1,250
130,830
(261,453)

Net Cash Provided by (Used by) Capital and Related Financing Activities

Cash Flows from Investing Activities:
Investment Income
Surcharged Finance Taps
Net Cash Provided (Used) by Investing Activities
Net Increase/(Decrease) in Cash and Cash Equivalents

Cash and Cash Equivalents - January 1

Cash and Cash Equivalents - December 31

(577,840)

5,183
2,284

7,467

78,113

619,862

697,975

Adjustments to Reconcile Operating Income to Cash Flows

From Operating Activities
Net Operating Income

Depreciation/Amortization

Decrease (Increase) in Accounts Receivable
Increase (Decrease) Accounts Payable
Increase (Decrease) Accrued Payroll
Increase (Decrease) Accrued Payroll Taxes

Total Adjustments

Net Cash Provided by (Used by) Operating Activities

248,702

417,117
(18,130)
2,140
466

(1,809)

399,784

648,486

The accompanying notes are an integral part of these financial statements
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1.

TRI-COUNTY RURAL WATER AND SEWER DISTRICT
WASHINGTON COUNTY
NOTES TO THE BASIC FINANCIAL STATEMENTS
DECEMBER 31, 2010

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

A. Description of the Entity

The Tri-County Rural Water and Sewer District Washington County, Ohio (the District), is a body corporate
and politic established to exercise the rights and privileges conveyed to it by the constitution and laws of the
State of Ohio. The Water District was established as a separate political subdivision of the State of Ohio under
provision of Chapter 6119 of the Ohio Revised Code. The Water District is directed by an elected seven-
member Board of Trustees. These board members are elected by the membership (any consumer who has paid
for a tap). An appointed staff consisting of a general manager, distribution operator, and one office clerk are
responsible for fiscal control of the resources of the District. The District provides water and sewer services to
residents of the District. Management believes the financial statements represent all activities over which the
District has control.

Measurement Focus and Basis of Accounting

Basis of accounting refers to when revenues and expenses are recognized in the accounts and reported in the
business-type activities financial statements. Basis of accounting relates to the timing of measurements made.
The accounting policies of the District conform to generally accepted accounting principles.

The District’s operations are accounted for on a flow of economic resources measurement focus. With this
measurement focus, all assets and all liabilities associated with the operation are included on the statement of
net assets. Equity (i.e., total net assets) is segregated into restricted and unrestricted net assets components. The
operating statements present increases (i.e. revenues) and decreases (i.e., expenses) in total net assets.

Pursuant to GASB Statement No. 20: Accounting Financial Reporting for Proprietary Funds and Other
Governmental Entities that use Proprietary Fund Accounting, the District follows GASB guidance as applicable
to proprietary funds. The District applies Financial Accounting Standards Board (FASB) pronouncements and
Accounting Principles Board (APB) opinions issued after November 30, 1989 to business-type activities and
enterprises funds, unless those pronouncements conflict with or contradict GASB pronouncements, in which
case, GASB prevails.

Enterprise activity is accounted for in the manner similar to private business enterprises where the intent of
management is that the costs and expenses of providing goods and services to the general public on a continuing
basis be financed or recovered primarily through user charges and where management has decided that periodic
determination of revenues earned, expenses incurred, and net income is appropriate for capital maintenance,
public policy, management control and accountability.

The District uses the accrual basis of accounting. Revenues are recognized in the accounting period in which
they are earned, and expenses are recognized at the time they are incurred. Unbilled service charges receivable
are recognized as revenue at year-end.

Operating revenues and expenses result from supplying water and providing for the collection, treatment and
disposal of wastewater. Operating revenues consist primarily of user charges for water and sewage services
based on water consumption. Operating expenses include the cost of providing these services, including
administrative expense and depreciation of capital assets. Non-operating revenues and expenses are revenues
and expenses not meeting the definition of operating revenues and expenses, and include revenues and expenses
from capital and related financing activities and investing activities.

12



1.

TRI-COUNTY RURAL WATER AND SEWER DISTRICT
WASHINGTON COUNTY
NOTES TO THE BASIC FINANCIAL STATEMENTS
DECEMBER 31, 2010
(Continued)

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

C.

E.

Budgetary Process

Under HB 262, effective for fiscal years ending December 2000 and subsequent, Water and Sewer Systems
not levying property taxes must follow most of the Ohio Revised Code Chapter 5705 budget requirements,
but need not seek approval of county budget commission for any budgetary actions.

The Ohio Revised Code requires the District adopt an annual budget.

Appropriations

Budgetary expenditures (that is, disbursements) may not exceed appropriations at the function or object
level of control, and appropriations may not exceed estimated resources. The Board must annually approve
appropriation measures and subsequent amendments.

Estimated Resources

Estimated resources include estimates of cash to be received (budgeted receipts) plus cash as of January 1.

Encumbrances

The Ohio Revised Code requires the District to reserve (encumber) appropriations when commitments are
made. Encumbrances outstanding at year-end are canceled, and re-appropriated in the subsequent year.

A summary of 2010 budgetary activity appears in Note 3. The District prepares its budget on the cash
basis.

Cash and Cash Equivalents

For purposes of the statement of cash flows, the District considers all investments with a maturity of three
months or less at the time they are purchased to be pooled cash and investments and are reported as “cash
and cash equivalents” in the accompanying financial statements.

Restricted Assets

Restricted assets represent cash and cash equivalents set aside for repayment of deposits to utility
customers and tap fees collected for areas where service has not yet been extended.
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TRI-COUNTY RURAL WATER AND SEWER DISTRICT
WASHINGTON COUNTY
NOTES TO THE BASIC FINANCIAL STATEMENTS
DECEMBER 31, 2010
(Continued)

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

F. Capital Assets

The cost of normal maintenance and repairs that do not add to the value of the asset or materially extend
assets’ lives are not included or capitalized. Capital assets, which include property, plant and equipment of
the District, are recorded at cost. Property, plant, and equipment donated are recorded at their estimated fair
value at the date of donation. Major outlays for capital assets and improvements are capitalized as projects
are constructed. Interest incurred during the construction phase of fixed assets is reflected in the capitalized
value of the asset constructed, net of interest earned on the invested proceeds over the same period.
Property, plant and equipment reflected are stated at historical cost (or estimated historical cost) and are
updated for the cost of additions and retirements during the year. Depreciation has been provided on a
straight-line basis over the following estimated useful lives:

Assets Years
Water Systems 25
Buildings 15
Furniture / Equipment 5-7
Vehicles 5

Net Assets

Net assets represent the difference between assets and liabilities. Net assets invested in capital assets, net
of related debt consists of capital assets, net of accumulated depreciation, reduced by the outstanding
balances of any borrowing used for the acquisition, construction or improvement of those assets. Net assets
are reported as restricted when there are limitations imposed on their use either through the enabling
legislation adopted by the District or through external restrictions imposed by creditors, grantors or laws or
regulations of other governments.

The District applies restricted resources when an expense is incurred for purposes for which both restricted
and unrestricted net assets are available.

. Contributed Capital

Contributed capital consists of grants restricted to capital acquisitions, fixed assets received from
developers and tap fees in excess of related costs. These assets are recorded at their fair market value on the
date contributed.

Estimates

The preparation of the financial statements in conformity with generally accepted accounting principles
requires management to make estimates and assumptions that affect the amounts reported in the financial
statements and accompanying notes. Actual results may differ from those estimates.

DEPOSITS
State statutes classify monies held by the District into three categories.
Active deposits are public deposits necessary to meet current demands on the treasury. Such monies must be

maintained either as cash in the District Treasury, in commercial accounts payable or withdrawable on demand
including negotiable order of withdrawal (NOW) accounts, or in money market deposit accounts.
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TRI-COUNTY RURAL WATER AND SEWER DISTRICT
WASHINGTON COUNTY
NOTES TO THE BASIC FINANCIAL STATEMENTS
DECEMBER 31, 2010
(Continued)

DEPOSITS (Continued)

Inactive deposits are public deposits that the Board has identified as not required for use within the current two-
year period of designation of depositories. Inactive deposits must either be evidenced by certificates of deposit
maturing not later than the end of the current period of designation of depositories, or by savings or deposit
accounts including, but not limited to passbook accounts.

Interim deposits are deposits of interim monies. Interim monies are those monies, which are not needed for
immediate use but which will be needed before the end of the current period of designation of depositories.
Interim deposits must be evidenced by time certificates of deposit maturing not more than one year from the
date of deposit or by savings or deposit accounts, including passbook accounts.

Protection of the District's deposits is provided by the Federal Deposit Insurance Corporation (FDIC), by
eligible securities pledged by the financial institution as security for repayment, by surety company bonds
deposited with the District by the financial institution, or by a single collateral established by the financial
institution to secure the repayment of all public monies deposited with the institution.

Interim monies may be deposited or invested in the following securities.

1. United States treasury notes, bills, bonds, or any other obligation or security issued by the United State
treasury or any other obligation guaranteed as to principal and interest by the United States;

2. Bonds, notes, debentures, or any other obligations or securities issued by any federal government agency or
instrumentality, inducing but not limited to, the federal national mortgage association, federal home bank
loan, federal farm credit bank, federal home loan mortgage corporation, government national mortgage
association, and student loan marketing association. All federal agency securities shall be direct issuances
of federal government agencies or instrumentalities;

3. Written repurchase agreements in the securities listed above provided that the market value of the securities
subject to the repurchase agreement must exceed the principal value of the agreement by at least two
percent and be marked to market daily, and that the term of the agreement must not exceed thirty days;

4. Bonds and other obligations of the State of Ohio, its political subdivisions, or other units or agencies of this
State or its political subdivisions;

5. Time certificates of deposit or savings or deposit accounts, including, but not limited to, passbook
accounts;

6. No-load money market mutual funds consisting exclusively of obligations described in division (1) or (2),
this section and repurchase agreements secured by such obligations, provided that investments in securities
described in this division are made only through eligible institutions;

7. The State Treasurers Investment pool (STAROHIO) ;

8. Securities lending agreements in which the District lends securities and the eligible institution agrees to
exchange either securities described in division (1) or (2), or cash, or both securities and cash, equal value
for equal value;

9. High grade commercial paper in an amount not to exceed 5% of the District’s total average portfolio; and

10. Bankers acceptances for a period not to exceed 270 days and in an amount not to exceed 10% of the
District’s average portfolio.
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TRI-COUNTY RURAL WATER AND SEWER DISTRICT
WASHINGTON COUNTY
NOTES TO THE BASIC FINANCIAL STATEMENTS
DECEMBER 31, 2010
(Continued)

DEPOSITS (Continued)

Investments in stripped principal or interest obligations, reverse repurchase agreements and derivatives are
prohibited. The issuance of taxable notes for the purpose of arbitrage, the use of leverage, and short selling are
also prohibited. An investment must mature within five years from the date of purchase unless matched to a
specific obligation or debt of the District, and must be purchased with the expectation that it will be held to
maturity.

Investments may only be made through specified dealers and institutions. Payment for investments may be
made only upon delivery of the securities representing the investments to the Treasurer or, if the securities are
not represented by a certificate, upon receipt of confirmation of transfer from the custodian.

The following information classifies deposits by categories of risk as defined in GASB Statement 40, "Deposits

with Financial Institutions, Investments (Including Repurchase Agreements) and Reverse Repurchase
Agreements."

Deposits: At December 31 the carrying amount of the District’s deposits was as follows:

2010
Demand deposits $ 697,975

At December 31, the bank balance of the District’s deposits was as follows:
2010
Demand deposits $ 704,438

At December 31, 2010, $350,638 of the bank balance was insured by the Federal Deposit Insurance Corporation
and the remaining balance was collateralized by the financial institution’s public entity deposit pool in the
manner described above.

Investments: The District did not have any investments during 2010.

BUDGETARY ACTIVITY
Budgetary activity for the years ended December 31, 2010 follows:

Budgeted vs. Actual Receipts

2010
Budgeted Receipts $ 1,242,289
Actual Receipt 1,242,289

Variance $ -

Budgeted vs. Actual Expenditures

Budgeted Expenditures $ 1,164,176
Actual Expenditures 1,164,176
Variance $ -
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TRI-COUNTY RURAL WATER AND SEWER DISTRICT

WASHINGTON COUNTY

NOTES TO THE BASIC FINANCIAL STATEMENTS

4. LONG TERM LIABILITIES

DECEMBER 31,
(Continued)

2010

Debt outstanding at December 31, 2010 consisted of the following:

Ohio Water

Development Authority

Long-Term Debt

Principal
Outstanding
12/31/09

Additions

Deductions

Principal
Outstanding
12/31/10

Amount Due in
One Year

Note 2962 dated July 1
1995, due 2021, with
interest at 6.72%

$ 3,350,507

$ (190,404)

$ 3,160,103

$ 203,199

Note 2963 dated July 1
1995,due 2022 with
interest at 6.51%

180,664

(10,394)

170,270

11,071

Note 2118 dated
January 30, 1997, due
2022, with interest at
6.12%

59,352

(3,119)

56,233

3,310

Note 2119 dated July
24,1997, due 2023,
with interest at 6.11%

21,507

(1,072)

20,435

1,137

Note2120 dated
February 26, 1998,
due 2023, with interest
at 5.73%

8,060

(391)

7,669

413

Note 2893 dated
March 25, 1999, due
2026, with interest at
2.0%

59,725

(3,091)

56,634

3,153

Note 2183 dated June
24, 1999, due 2024,
with interest at 5.56%

168,806

(7,455)

161,351

7,876

Note 3412 dated
December 14, 2000,
due 2021, with interest
at 2.0%

141,246

(10,525)

130,721

10,737

Note 4162 dated
January 1, 2003 due
2035, with interest at
1.5%

80,819

(2,563)

78,256

2,601

Note 5192 dated
January 1, 2011 due
7/1/15 with interest at
4.76%

27,015

40,949

67,964

6,040

Note 5238 dated July
1, 2010, due 1/1/2040
with interest at 0.00%

49,412

(1,851)

47,561

3,702

Note 5662 dated July
1, 2011, due 1/1/2016
with interest at 0.00%

41,701

41,701

3,778

Total

$ 4,147,113

$ 82,650

$ (230,865)

$ 3,998,898

$ 257,018
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TRI-COUNTY RURAL WATER AND SEWER DISTRICT
WASHINGTON COUNTY
NOTES TO THE BASIC FINANCIAL STATEMENTS
DECEMBER 31, 2010
(Continued)

LONG TERM LIABILITIES (Continued)

The notes listed above are for the various fixed assets constructed to provide service from the wells to the
distribution lines, including the operations plant and various storage facilities. Property and revenue of the
District have been pledged to repay these debts. All loans are due in semi-annual installments due January 1

and July 1 of each year.

Ohio Public Works Commission

The District incurred various debts under Issue Il funding of the Ohio Public Works Commission (OPWC).
Terms of all existing notes payable except Note CR14G, include twenty (20) year maturities and an interest rate
of zero (0) percent per annum. Note CR14G is for 20 years with an interest rate of 2%.

The notes payable to the Ohio Public Works Commission are pursuant to Ohio Rev. Code 104.05 and Ohio
Admin. Code §164-4-21. The Project Agreement entered into between the Ohio Public Works Commission and
the District states the loans are to be used for the purpose of financing or reimbursing the costs of the indicated
projects.

All loans are due in semi-annual installments on January 1 and July 1 of each year. Balances on the OPWC
notes payable as of December 31, 2010 are as follows:

Ohio Public Works Commission

Long-Term Debt Principal Additions Deductions Principal Amount Due in
Outstanding Outstanding One Year
12/31/09 12/31/10

Round 3 - CR314 $ 64,040 $ - $ 5,568 $ 58,472 $ 5,569
Round 5 - CR530 117,300 - 10,200 107,100 10,200
Round 7 - CR729 154,445 - 13,430 141,015 13,430
Round 9 - CR935 205,298 - 17,852 187,446 17,852
CR 14C 222,011 - 15,800 206,211 16,117
CR 20G 236,865 - 15,791 221,074 15,791
Total $ 999,959 $ - $ 78,641 $ 921,318 $ 78,959
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TRI-COUNTY RURAL WATER AND SEWER DISTRICT
WASHINGTON COUNTY
NOTES TO THE BASIC FINANCIAL STATEMENTS
DECEMBER 31, 2010
(Continued)

4. LONG TERM LIABILITIES (Continued)

Citizens Bank Loans

The district financed a purchase of a 2008 GMC sierra TC10903 Truck on March 3, 2008. The interest rate is 4.5%
due March 2013; however, this loan was paid off on 11/22/2010. The district financed another purchase of a 2010
Chevy Silverado at the Citizens Bank on October 22, 2010. The interest rate is 3.17% due October 22, 2016.

The district financed a portion of the State Route 60 project through Citizens Bank. The district borrowed $26,696
on May 08. This note was originally an interest free loan for two years, and the district could refinance at a market
rate of interest as of May 2010. However, this loan was paid in full on April 30, 2010.

The balances on the Citizens Bank Loans as of December 31, 2010 are as follows:

Principal Principal
Outstanding Outstanding Amount due
Loan 12/31/09 Additions Deductions 12/31/10 in One Year
2008 GMC Truck $ 5,133 $ - $ 5,133 $ - $ -
St. Route 60 Project 26,696 - 26,696 - -
2010 Chevy Truck - 19,715 515 19,200 3,048
Total $ 31,829 $ 19,715 $ 32,344 $ 19,200 $ 3,048

Loan Maturities

The following is a schedule of future maturities of long-term debt, including interest of $1,641,438 on the OWDA
loans, $25,646 on the OPWC loans, and $1,875 on the Citizens Bank Loan as of December 31, 2010.

The following is a schedule of future maturities of long-term debt as of December 31, 2010.

vear OWDA OWDA OPVVC OPWC CI'I"IZ I.ENS CITIZENS TOTAL TOTAL TOTAL
Principal Interest Principal Interest Principal Interest PRINCIPAL | INTEREST | PAYMENTS
2011 $ 257,018] $ 243,201] $ 78,9591 $ 4,044 $ 3,048] $ 565 $ 339,025 $ 247,810 $ 586,835
2012 276,478 228,426 79,283 3,720 3,144 468 358,905 232,614 591,519
2013 293,268 211,636 79,614 3,390 3,247 366 376,129 215,392 591,521
2014 311,155 193,749 79,951 3,052 3,351 261 394,457 197,062 591,519
2015 367,974 174,694 80,295 2,707 3,459 154 451,728 177,555 591,519
2016-2020 1,907,264 544,888 409,663 8,138 2,951 61 2,319,878 552,206 2,817,382
2021-2025 550,896 41,993 113,553 595 - 664,449 43,470 796,433
2026-2030 16,772 2,097 - - 16,772 2,097 22,821
2031-2035 18,073 754 - 18,073 754 18,827
Total $3,998,898| $1,641,438] $ 921,318] $ 25,646] $ 19,2001 $ 1,875] $4,939,416] $1,668,960] $ 6,608,376
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TRI-COUNTY RURAL WATER AND SEWER DISTRICT
WASHINGTON COUNTY
NOTES TO THE BASIC FINANCIAL STATEMENTS
DECEMBER 31, 2010
(Continued)

5. CAPITAL ASSETS

A summary of the District’s assets at December 31, 2010:

Balance at Balance at
12/31/09 Additions Deletions 12/31/10
Capital assets non-depreciable:
Land $ 258,508 $ - $ - $ 258,508
Construction in process 424,414 192,149 (500,962) 115,601
Total non-depreciable capital assets 682,922 192,149 (500,962) 374,109
Capital assets being depreciated:
Buildings 23,793 - - 23,793
Machinery and equipment 72,230 - - 72,230
Office furniture 20,061 23,092 (4,785) 38,368
Autos and trucks 25,924 19,525 (10,856) 34,593
Water system - wells 199,576 - - 199,576
Water system - meter/tap/hydrants 377,086 - - 377,086
Water system- lines 6,768,803 500,962 - 7,269,765
Water system - stations 920,258 - - 920,258
Water system - tanks/towers 1,308,052 - - 1,308,052
Total capital assets being depreciated: 9,715,783 543,579 (15,641) 10,243,721
Less accumulated depreciation
Buildings 19,920 518 - 20,438
Machinery and equipment 41,228 5,500 - 46,728
Office furniture 19,686 2,989 (4,785) 17,890
Autos and trucks 15,114 4,931 (10,856) 9,189
Water system 4,769,779 402,334 - 5,172,113
Total accumulated depreciation 4,865,727 416,272 (15,641) 5,266,358
Capital assets, net of depreciation $ 5,532,978 $ 319,456 $ (500,962) $ 5,351,472
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TRI-COUNTY RURAL WATER AND SEWER DISTRICT
WASHINGTON COUNTY
NOTES TO THE BASIC FINANCIAL STATEMENTS
DECEMBER 31, 2010
(Continued)

RISK MANAGEMENT

The District is exposed to various risks of property and casualty losses, and injuries to employees. The District
insures against injuries to employees through the Ohio Bureau of Worker’s Compensation.

Risk Pool Membership

The District belongs to the Public Entities Pool of Ohio (PEP), a risk-sharing pool available to Ohio local
governments. PEP provides property and casualty coverage for its members. American Risk Pooling
Consultants, Inc. (ARPCO), a division of York Insurance Services Group, Inc. (York), functions as the
administrator of PEP and provides underwriting, claims, loss control, risk management, and reinsurance
services for PEP. PEP is a member of the American Public Entity Excess Pool (APEEP), which is also
administered by ARPCO. Member governments pay annual contributions to fund PEP. PEP pays judgments,
settlements and other expenses resulting from covered claims that exceed the members’ deductibles.

The Pool covers the following risks:

e  General liability and casualty;
e Public official’s liability; and
e Vehicle.

Casualty and Property Coverage

APEEP provides PEP with an excess risk-sharing program. Under this arrangement, PEP retains insured risks
up to an amount specified in the contracts. At December 31, 2010, PEP retained $350,000 for casualty claims
and $150,000 for property claims.

The aforementioned casualty and property reinsurance agreement does not discharge PEP’s primary liability for
claims payments on covered losses. Claims exceeding coverage limits are the obligation of the respective
government.

Property and casualty settlements did not exceed insurance coverage for the past three fiscal years.
Financial Position

PEP’s financial statements (audited by other accountants) conform with generally accepted accounting
principles, and reported the following assets, liabilities and retained earnings at December 31, 2010 and 2009:

2010 2009
Assets $34,952,010 $36,374,898
Liabilities (14,320,812) (15,256,862)
Net Assets $20,631,198 $21,118,036

At December 31, 2010 and 2009, respectively, the liabilities above include approximately $12.9 million and
$14.1 million of estimated incurred claims payable. The assets above also include approximately $12.4 million
and $13.7 million of unpaid claims to be billed to approximately 454 member governments in the future, as of
December 31, 2010, and 2009, respectively. These amounts will be included in future contributions from
members when the related claims are due for payment. As of December 31, 2010, the Government’s share of
these unpaid claims collectible in future years is approximately $5,000.
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WASHINGTON COUNTY
NOTES TO THE BASIC FINANCIAL STATEMENTS
DECEMBER 31, 2010
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RISK MANAGEMENT (Continued)

Based on discussions with PEP, the expected rates PEP charges to compute member contributions, which are
used to pay claims as they become due, are not expected to change significantly from those used to determine
the historical contributions detailed below. By contract, the annual liability of each member is limited to the
amount of financial contributions required to be made to PEP for each year of membership.

Contributions to PEP

2009 $ 5,316

2010 $ 5,803

After completing one year of membership, members may withdraw on each anniversary of the date they joined
PEP provided they provide written notice to PEP 60 days in advance of the anniversary date. Upon withdrawal,
members are eligible for a full or partial refund of their capital contributions, minus the subsequent year’s
contribution. Withdrawing members have no other future obligation to PEP. Also upon withdrawal, payments
for all casualty claims and claim expenses become the sole responsibility of the withdrawing member,
regardless of whether a claim occurred or was reported prior to the withdrawal.

DEFINED BENEFIT RETIREMENT SYSTEM

District employees participate in the Ohio Public Employees Retirement System (OPERS), a cost sharing
multiple-employer defined benefit pension plan administered by the Public Employees Retirement Board.
OPERS provides retirement and disability benefits, annual cost of living adjustments, and death benefits to plan
members and beneficiaries. Authority to establish and amend benefits is provided by state statute per Chapter
145 of the Ohio Revised Code. The Ohio Public Employees Retirement System issues a stand-alone financial
report. Interested parties may obtain a copy by mailing a written request to 277 East Town Street, Columbus,
Ohio 43215-4642 or by calling (614) 222-6705 or (800) 222-7377.

Plan members are required to contribute 10 percent of their annual covered salary to pension obligation for both
2010. For plan members the District was required to contribute 14 percent of covered salary for 2010.
Contributions are authorized by State statute. The contributions rates are determined actuarially. The District's
contributions to OPERS for the years ended December 31, 2010, 2009 and 2008 were $14,477, $12,209 and
$10,947 respectively. These contributions were equal to the required contributions for the year. All required
contributions were paid by December 31, 2010.

POSTEMPLOYMENT BENEFITS

Plan Description
Ohio Public Employees Retirement System (OPERS) administers three separate pension plans: The Traditional

Pension Plan—a cost-sharing, multiple-employer defined benefit pension plan; the Member-Directed Plan—a
defined contribution plan; and the Combined Plan—a cost sharing, multiple-employer defined benefit pension
plan that has elements of both a defined benefit and defined contribution plan.

OPERS maintains a cost-sharing multiple employer defined benefit post-employment healthcare plan, which
includes a medical plan, prescription drug program and Medicare Part B premium reimbursement, to qualifying
members of both the Traditional Pension and the Combined Plans. Members of the Member-Directed Plan do
not qualify for ancillary benefits, including post-employment health care coverage.
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POSTEMPLOYMENT BENEFITS (Continued)

In order to qualify for post-employment health care coverage, age-and-service retirees under the Traditional
Pension and Combined Plans must have 10 or more years of qualifying Ohio service credit. Health care
coverage for disability benefit recipients and qualified survivor benefit recipients is available. The health care
coverage provided by OPERS meets the definition of an Other Post Employment Benefit (OPEB) as described
in GASB Statement 45.

The Ohio Revised Code permits, but does not mandate, OPERS to provide OPEB benefits to its eligible
members and beneficiaries. Authority to establish and amend benefits is provided in Chapter 145 of the Ohio
Revised Code.

OPERS issues a stand-alone financial report. Interested parties may obtain a copy by writing OPERS, 277 East
Town Street, Columbus OH 43215-4642, or by calling 614-222-5601 or 800-222-7377.

Funding Policy

The Ohio Revised Code provides the statutory authority requiring public employers to fund post retirement
health care through their contributions to OPERS. A portion of each employer’s contribution to OPERS is set
aside for the funding of post retirement health care benefits.

Employer contribution rates are expressed as a percentage of the covered payroll of active members. In 2010,
state and local employers contributed at a rate of 14.0% of covered payroll. The Ohio Revised Code currently
limits the employer contribution to a rate not to exceed 14.0% of covered payroll for state and local employer
units. Active members do not make contributions to the OPEB Plan.

OPERS’ Post Employment Health Care plan was established under, and is administrated in accordance with,
Internal Revenue Code 401(h). Each year, the OPERS Retirement Board determines the portion of the employer
contribution rate that will be set aside for funding of post employment health care benefits. The portion of
employer contributions allocated to health care for members in the Traditional Plan was 5.5% from January 1
through February 28, 2010 and 5.% from March 1 through December 31, 2010. The OPERS Retirement Board
is also authorized to establish rules for the payment of a portion of the health care coverage by the retiree or
their surviving beneficiaries. Payment amounts vary depending on the number of covered dependents and the
coverage selected. The employer contributions made to fund post-employment benefits were $5,256, $5,118
and $5,474 for 2010, 2009 and 2008, respectively.

OPERS Retirement Board Implements its Health Care Preservation Plan.

The Health Care Preservation Plan (HCPP) adopted by the OPERS Retirement Board on September 9, 2004,
was effective January 1, 2007. Member and employer contribution rates for state and local employers increased
on January 1 of each year from 2006 to 2008. Rates for law and public safety employers increased over a six
year period beginning on January 1, 2006, with a final rate increase on January 1, 2011. These rate increases
allowed additional funds to be allocated to the health care plan.

CONCENTRATIONS
The District received approximately 29.67 percent of its total revenues from Globe Metallurgical Inc. A

reduction in the income from Globe Meallurgical, if such were to occur, would have a material effect on the
District's financial position, results of operations, net assets, and cash flows.
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10. CONTINGENCY

The District participates in state and federally assisted programs. These programs are subject to financial and
compliance audits by the grantor or their representative. As of December 31, 2010, the audits of certain of these
programs have not been completed. Such audits could lead to a request for reimbursement to the grantor
agency for expenditures disallowed under the terms of the grant. Based on prior experience, the City believes
such disallowance, if any, would be immaterial.
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INDEPENDENT ACCOUNTANTS’ REPORT ON INTERNAL CONTROL OVER
FINANCIAL REPORTING AND ON COMPLIANCE AND OTHER MATTERS
REQUIRED BY GOVERNMENT AUDITING STANDARDS

June 25, 2012

Tri-County Rural Water & Sewer District
Washington County

20 Anderson Lane

Waterford, OH 45786

To the Members of the Board:

We have audited the financial statements of the business-type activities of the Tri-County Rural Water and Sewer District,
Washington County, Ohio (the District), as of and for the year ended December 31, 2010, and have issued our report thereon
dated June 25, 2012. We conducted our audit in accordance with auditing standards generally accepted in the United States
of America and the standards applicable to financial audits contained in the Comptroller General of the United States’
Government Auditing Standards.

Internal Control Over Financial Reporting

In planning and performing our audit, we considered the Government’s internal control over financial reporting as a basis for
designing our audit procedures for the purpose of expressing our opinion on the financial statements, but not for the purpose
of opining on the effectiveness of the District’s internal control over financial reporting. Accordingly, we have not opined on
the effectiveness of the District’s internal control over financial reporting.

A deficiency in internal control exists when the design or operation of a control does not allow management or employees,
when performing their assigned functions, to prevent, or detect and timely correct misstatements. A material weakness is a
deficiency, or combination of internal control deficiencies resulting in more than a reasonable possibility that a material
misstatement of the District’s financial statements will not be prevented, or detected and timely corrected.

Our consideration of internal control over financial reporting was for the limited purpose described in the first paragraph of
this section and was not designed to identify all deficiencies in internal control over financial reporting that might be
deficiencies, significant deficiencies or material weaknesses. We did not identify any deficiencies in internal control over
financial reporting that we consider material weaknesses, as defined above.
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Financial Reporting and on Compliance and Other Matters
Required by Government Auditing Standards
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Compliance and Other Matters
As part of reasonably assuring whether the District’s financial statements are free of material misstatement, we tested its
compliance with certain provisions of laws, regulations, contracts, and grant agreements, noncompliance with which could
directly and materially affect the determination of financial statement amounts. However, providing an opinion on
compliance with those provisions was not an objective of our audit and accordingly, we do not express an opinion. The
results of our tests disclosed no instances of noncompliance or other matters we must report under Government Auditing
Standards.

We did note certain matters not requiring inclusion in this report that we reported to the District’s management in a separate
letter dated June 25, 2012.

We intend this report solely for the information and use of District management, the Board of Trustees, and others within the
district. We intend it for no one other than these specified parties.

Respectfully Submitted,

%%/MW/ A

Perry and Associates
Certified Public Accountants, A.C.
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Dave Yost - Auditor of State

TRI-COUNTY RURAL WATER AND SEWER DISTRICT
WASHINGTON COUNTY

CLERK'’S CERTIFICATION
This is atrue 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.

isan Poablitt

CLERK OF THE BUREAU

CERTIFIED
AUGUST 14, 2012

88 East Broad Street, Fifth Floor, Columbus, Ohio 43215-3506
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