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INDEPENDENT AUDITOR’S REPORT

Lake Waynoka Regional Water and Sewer District
Brown County

1 Waynoka Drive

Sardinia, Ohio 45171

To the Board of Trustees:
Report on the Financial Statements

We have audited the accompanying financial statements of the business-type activities and each major
fund of the Lake Waynoka Regional Water and Sewer District, Brown County, Ohio (the District), as of and
for the year ended December 31, 2019, and the related notes to the financial statements, which collectively
comprise the District's basic financial statements as listed in the table of contents.

Management’s Responsibility for the Financial Statements

Management is responsible for preparing and fairly presenting these financial statements in accordance
with accounting principles generally accepted in the United States of America; this includes designing,
implementing, and maintaining internal control relevant to preparing and fairly presenting financial
statements that are free from material misstatement, whether due to fraud or error.

Auditor's Responsibility

Our responsibility is to opine on these financial statements based on our audit. We audited in accordance
with auditing standards generally accepted in the United States of America and the financial audit standards
in the Comptroller General of the United States’ Government Auditing Standards. Those standards require
us to plan and perform the audit to reasonably assure the financial statements are free from material
misstatement.

An audit requires obtaining evidence about financial statement amounts and disclosures. The procedures
selected depend on our judgment, including assessing the risks of material financial statement
misstatement, whether due to fraud or error. In assessing those risks, we consider internal control relevant
to the District’'s preparation and fair presentation of the financial statements in order to design audit
procedures that are appropriate in the circumstances, but not to the extent needed to opine on the
effectiveness of the District's internal control. Accordingly, we express no such opinion. An audit also
includes evaluating the appropriateness of management’s accounting policies and the reasonableness of
their significant accounting estimates, as well as our evaluation of the overall financial statement
presentation.

We believe the audit evidence we obtained is sufficient and appropriate to support our audit opinions.

Efficient L Effective . Transparent
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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 and each major fund of the Lake Waynoka
Regional Water and Sewer District, Brown County, Ohio, as of December 31, 2019, and the respective
changes in financial position and, where applicable, cash flows thereof for the year then ended in
accordance with the accounting principles generally accepted in the United States of America.

Emphasis of Matter

As discussed in Note 8 to the financial statements, the financial impact of COVID-19 and the ensuing
emergency measures will impact subsequent periods of the District. We did not modify our opinion
regarding this matter.

Other Matters
Required Supplementary Information

Accounting principles generally accepted in the United States of America require this presentation to include
management’s discussion and analysis, 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 applied certain limited procedures to the
required supplementary information in accordance with auditing standards generally accepted in the United
States of America, consisting of inquiries of management about the methods of preparing the information
and comparing the information for consistency with management’s responses to our inquiries, to the basic
financial statements, and other knowledge we obtained during our audit of the basic financial statements.
We do not opine or provide any assurance on the information because the limited procedures do not provide
us with sufficient evidence to opine or provide any other assurance.

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated September 22,
2020, on our consideration of the District’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.
That report describes the scope of our internal control testing over financial reporting and compliance, and
the results of that testing, and does not opine on internal control over financial reporting or on compliance.
That report is an integral part of an audit performed in accordance with Government Auditing Standards in
considering the District’s internal control over financial reporting and compliance.

Nl

Keith Faber
Auditor of State

Columbus, Ohio

September 22, 2020


JRHelle
Keith Faber


Lake Waynoka Regional Water and Sewer District
Brown County
Management’s Discussion and Analysis
For the Year Ended December 31, 2019
(Unaudited)

This discussion and analysis, along with the accompanying financial reports, of Lake Waynoka Regional Water and
Sewer District (the District) is designed to provide our customers, creditors and other interested parties with a
general overview of the District and its financial activities.

Financial Highlights

The total assets of the District exceeded liabilities by $3,407,300 on December 31, 2019. The District's net position
increased by $52,580 or 1.6% in 2019.

The District's operating revenues increased by $12,276 or 1.7% and operating expenses increased $110,030 or
11.7% between 2018 and 2019.

Overview of Basic Financial Statements

The District has only business-type activities. The District has two proprietary funds which are enterprise funds.
Both the proprietary funds and business-type activities use the accrual basis of accounting which is similar to private
sector business. The basic financial statements are presented using the accrual basis of accounting.

The statement of net position includes all of the District's assets and liabilities. This statement provides information
about the nature and amounts of investments in resources (assets) owned by the District, and obligations owed by
the District (liabilities) on December 31. The District's net position is the difference between assets and liabilities.

The statement of revenues, expenses and changes in net position provides information on the District's operations
over the past year and the success of recovering all of its costs through user fees, charges, assessments, and other
income. Revenues are reported when earned and expenses are reported when incurred.

The statement of cash flows provides information about the District's cash receipts and cash disbursements. They
summarize the net changes in cash resulting from operating, investing and financing activities.

The notes to the basic financial statements are an integral part of the basic financial statements and provide
expanded explanation and detail regarding the information reported in the basic financial statements.

The statements described above show major funds in separate columns. The District’s major funds are the Water
Fund and the Sewer Fund. These are the District’s only two funds.



Lake Waynoka Regional Water and Sewer District
Brown County
Management’s Discussion and Analysis
For the Year Ended December 31, 2019
(Unaudited)

Statement of Net Position
Table 1 summarizes the statement of net position of the District. Capital assets are reported less accumulated
depreciation. Net investment in capital assets is capital assets, net, less outstanding debt that was used to acquire

those assets.

Net Position

Table 1
2019 2018

Assets:
Current and Other Assets $2,208,564  $2,076,990
Capital Assets, Net 2,400,312 2,536,128
Total Assets 4,608,876 4,613,118
Liabilities:
Current and Other Liabilities 69,776 74,998
Long-Term Liabilities 1,131,800 1,183,400
Total Liabilities 1,201,576 1,258,398
Net Position:
Net Investment in Capital Assets 1,216,912 1,303,628
Restricted 962,468 557,821
Unrestricted 1,227,920 1,493,271
Total Net Position $3,407,300  $3,354,720

Current and other assets increased $131,574 or 6.3%, primarily due to an increase in cash in 2019. Capital assets
decreased $135,816 or 5.4%, primarily due to current year depreciation, which was partially offset by current year
additions.

Current and other liabilities decreased $5,222 or 7.0%, primarily due to a decrease in accounts payable. Long term
liabilities decreased $51,600 or 4.4%, due to debt principal payments.

Net investment in capital assets decreased $86,716 or 6.7%, primarily due to a net decrease in capital assets for
depreciation, which was partially offset by current year capital asset additions and debt principal payments. Net
position restricted for debt service and other purposes increased $404,647 or 72.5%, due to interest earnings on
certificates of deposit held for sewer service purposes and the restriction of additional investments for water
services. Unrestricted net position decreased $265,351 or 17.8%, due to restricting some cash for water services,
which was partially offset by an increase in net position due to operating and nonoperating revenues in excess of
operating and nonoperating expenses.



Lake Waynoka Regional Water and Sewer District
Brown County
Management’s Discussion and Analysis
For the Year Ended December 31, 2019
(Unaudited)

Statement of Revenues, Expenses and Changes in Net Position
Table 2 below summarizes the changes in revenues and expenses and the resulting change in net position.

Changes in Net Position

Table 2
2019 2018

Operating Revenues:

Charges for Services $740,175 $726,241
Miscellaneous 1,900 3,558
Total Operating Revenues 742,075 729,799
Operating Expenses:

Operating Expenses (Excluding Depreciation) 825,790 713,728
Depreciation Expense 224,446 226,478
Total Operating Expenses 1,050,236 940,206
Operating Loss (308,161) (210,407)
Non-Operating Revenues: 423,044 317,137
Non-Operating Expenses: (62,303) (64,762)
Changes in Net Position 52,580 41,968
Net Position Beginning of Year 3,354,720 3,312,752
Net Position at End of Year $3,407,300  $3,354,720

Operating revenues increased by $12,276 or 1.7%, in 2019 primarily due to an increase in charges for services
received. Operating expenses (excluding depreciation) increased by $112,062 or 15.7%, primarily due to an increase
in expenses for repairs and maintenance and contracted services. Non-operating revenues increased between years
due to an increase in connection fees. Non-operating expenses were relatively consistent between years.

Capital Assets
The District had $2,400,312 invested in capital assets, net of accumulated depreciation, at the end of 2019. Capital

assets decreased $135,816, which is a result of current year depreciation exceeding capital asset additions for the
year.



Lake Waynoka Regional Water and Sewer District
Brown County
Management’s Discussion and Analysis
For the Year Ended December 31, 2019
(Unaudited)

Table 3 shows the District’s 2019 capital assets as compared to 2018:

Capital Assets
(Net of Accumulated Depreciation)
Table 3
2019 2018
Land Easements $140,829 $140,829
Water and Sewer Plant 1,955,346 2,148,452
Machinery and Equipment 304,137 246,847
Net Capital Assets $2,400,312  $2,536,128

See note 7 of the notes to the basic financial statements for more information on the District’s capital assets.
Debt

The District issues long term obligations to finance much of its construction. Water revenue bonds were used to
finance most general improvement projects.

Long-Term Liabilities

Table 4
2019 2018
Water Revenue Bonds $1,183,400  $1,232,500
Less: Current Maturities (51,600) (49,100)
Net Total Long Term Debt $1,131,800  $1,183,400

The majority of the District's debt is paid from specific revenues, excluding capital contributions. See note 6 of the
notes to the basic financial statements for additional information on the District’s long term obligations.

Cash

Cash and cash equivalents were $2,179,722 on December 31, 2019. $962,468 of these funds were restricted for
specific use in 2019. These restricted accounts are for debt reserves and other purposes.

Contact Information
Questions regarding this report and requests for additional information should be forwarded to Paul Cahall, General

Manager, Lake Waynoka Regional Water and Sewer District, 1 Waynoka Drive, Sardinia, Ohio 45171 or (937) 446-
3232.



Lake Waynoka Regional Water and Sewer District
Brown County
Statement of Net Position
As of December 31, 2019

Total Business-

Water Sewer Type Activities
Assets:
Current Assets:
Equity in Pooled Cash and Cash Equivalents $392,397 $824,857 $1,217,254
Accounts Receivable 5,559 4,792 10,351
Prepaid Expenses 1,043 1,043 2,086
Interest Receivable 3,492 12,913 16,405
Total Current Assets 402,491 843,605 1,246,096
Noncurrent Assets:
Restricted Assets:
Cash and Cash Equivalents Restricted for Water and Sewer 200,000 650,968 850,968
Cash and Cash Equivalents Restricted for Debt Service 0 111,500 111,500
Total Restricted Cash 200,000 762,468 962,468
Capital Assets:
Non-Depreciable Capital Assets 1,000 139,829 140,829
Depreciable Capital Assets, Net of Accumulated Depreciation 542,175 1,717,308 2,259,483
Total Capital Assets 543,175 1,857,137 2,400,312
Total Assets 1,145,666 3,463,210 4,608,876
Liabilities:
Current Liabilities:
Accounts Payable 7,850 5,189 13,039
Accrued Interest 0 5,137 5,137
Construction Bonds Payable 0 51,600 51,600
Total Current Liabilities 7,850 61,926 69,776
Noncurrent Liabilities:
Construction Bonds Payable 0 1,131,800 1,131,800
Total Noncurrent Liabilities 0 1,131,800 1,131,800
Total Liabilities 7,850 1,193,726 1,201,576
Net Position:
Net Investment in Capital Assets 543,175 673,737 1,216,912
Restricted for Water and Sewer Service 200,000 650,968 850,968
Resticted for Debt Service 0 111,500 111,500
Unrestricted 394,641 833,279 1,227,920
Total Net Position $1,137,816 $2,269,484 $3,407,300

See accompanying notes to the basic financial statements.



Statement of Revenues, Expenses, and Changes in Net Position

Lake Waynoka Regional Water and Sewer District
Brown County

For the Year Ended December 31, 2019

Operating Revenues:
Charges for Services
Miscellaneous

Total Operating Revenues

Operating Expenses:
Utilities
Professional Services
Depreciation
Materials and Supplies
Insurance
Repairs and Maintenance
Contracted Services
Miscellaneous

Total Operating Expenses

Operating Loss

Nonoperating Revenues:
Interest Revenue
Special Assessments
Connection Fees
Total Nonoperating Revenues

Nonoperating Expenses:
Interest Expense
Total Nonoperating Expenses
Changes in Net Position

Net Position, Beginning of Year

Net Position, End of Year

Total Business-

Water Sewer Type Activities
$363,110 $377,065 $740,175
1,806 94 1,900
364,916 377,159 742,075
15,741 25,337 41,078
19,154 8,550 27,704
58,060 166,386 224,446
60,436 51,026 111,462
11,373 10,838 22,211
37,518 178,940 216,458
192,403 190,867 383,270
6,712 16,895 23,607
401,397 648,839 1,050,236
(36,481) (271,680) (308,161)
5,643 14,248 19,891

0 129,684 129,684

54,000 219,469 273,469
59,643 363,401 423,044
0 (62,303) (62,303)
0 (62,303) (62,303)

23,162 29,418 52,580
1,114,654 2,240,066 3,354,720
$1,137,816 $2,269,484 $3,407,300

See accompanying notes to the basic financial statements.



Lake Waynoka Regional Water and Sewer District
Brown County
Statement of Cash Flows
For the Year Ended December 31, 2019

Total Business-

Water Sewer Type Activities
Cash Flows from Operating Activities:

Cash Received from Customers $365,778 $379,084 $744,862

Cash Received from Others 1,806 94 1,900

Cash Payments to Suppliers for Goods and Services (345,175) (488,156) (833,331

Net Cash Provided (Used) by Operating Activities 22,409 (108,978) (86,569)
Cash Flows from Capital and Related Financing Activities:

Assessments 0 129,684 129,684

Connection Fees 54,000 219,469 273,469

Purchase of Capital Assets (77,085) (11,545) (88,630)

Revenue Bond Principal Payments 0 (49,100) (49,100)

Revenue Bond Interest Payments 0 (62,546) (62,546)

Net Cash Provided (Used) by Capital and Related Financing Activities (23,085) 225,962 202,877
Cash Flows from Investing Activites:

Interest on Cash and Cash Equivalents 2,151 7,392 9,543
Net Increase in Cash and Cash Equivalents 1,475 124,376 125,851
Cash and Cash Equivalents at Beginning of Year 590,922 1,462,949 2,053,871
Cash and Cash Equivalents at End of Year $592,397 $1,587,325 $2,179,722
Reconciliation of Operating Loss to Net Cash Provided

(Used) by Operating Activities Operating Loss ($36,481) ($271,680) ($308,161)

Adjustments to Reconcile Operating Loss to Net Cash

Provided (Used) by Operating Activities:
Depreciation 58,060 166,386 224,446

Changes in Assets and Liabilities:

Decrease in Accounts Receivable 2,668 2,019 4,687
Decrease in Prepaid Expenses (€2))] 3D (62)
Decrease in Accounts Payable (1,807) (5,672) (7,479)
Total Adjustments 58,890 162,702 221,592
Net Cash Provided (Used) by Operating Activities $22.,409 ($108,978) ($86,569)

See accompanying notes to the basic financial statements.
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Lake Waynoka Regional Water and Sewer District
Brown County
Notes to the Basic Financial Statements
For the Year Ended December 31, 2019

Note 1 — Summary of Significant Accounting Policies

Description of the Entity

The Lake Waynoka Regional Water and Sewer District, Brown 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 District was organized under the provisions of Section 6119 of the Ohio Revised Code by the Common
Pleas Court of Brown County on February 7, 1992. The District is directed by an elected seven-member Board of
Trustees who serve three-year terms and two to three members are elected each year. The District was established to
provide an adequate and uncontaminated water supply for the consumption of the water, and sanitary sewer services
to District residents of the Lake Waynoka subdivision of Sardinia, Ohio.

In accordance with the provisions of Governmental Accounting Standards Board (GASB) Statement No. 14, “The
Financial Reporting Entity,” GASB Statement No. 39, “Determining Whether Certain Organizations are Component
Units (an amendment of GASB Statement No. 14),” and GASB Statement No. 61, “The Financial Reporting Entity:
Omnibus - an amendment of GASB Statements No. 14 and No. 34,” the accompanying financial statements include
only the accounts and transactions of the District. Under the criteria specified in these GASB Statements, the District
has no component units nor is it considered a component unit of the State of Ohio. The District is considered,
however, a political subdivision of the State of Ohio. These conclusions regarding the financial reporting entity are
based on the concept of financial accountability. The District is not financially accountable for any other
organizations. This is evidenced by the fact that the District is a legally and fiscally separate and distinct
organization. The District is solely responsible for its finances. The District is empowered to issue debt payable
solely from District revenues.

Component units are legally separate organizations for which the District is financially accountable. The District is
financially accountable for an organization if it appoints a voting majority of the organization’s governing board and
(1) is able to significantly influence the programs or services performed or provided by the organization; or (2) is
legally entitled to or can otherwise access the organization’s resources; is legally obligated or has otherwise assumed
the responsibility to finance deficits of or provide financial support to the organization; or is obligated for the debt of
the organization. Based upon the application of these criteria, the District has no component units.

The District’s management believes these financial statements present all activities for which the District is
financially accountable.

Basis of Accounting

Basis of accounting refers to when revenues and expenses are recognized in the accounts and reported in the
financial statements. Basis of accounting relates to the timing of the measurements made. The accounting policies of
the District conform to accounting policies generally accepted in the United States of America.

For financial statement presentation purposes, the District utilizes the accrual basis of accounting. Under this method
of accounting, revenues are recognized when they are earned. Expenses are recognized under the accrual basis of
accounting when the liability is incurred. Unbilled water utility service receivables are recorded at year end.

The District operations are accounted for on a flow of economic resources measurement focus. With this
measurement focus, all assets and all liabilities associated with operations are included on the statement of net
position. Net position is segregated based on restrictions imposed. The categories of net position are net investment
in capital assets; restricted for debt service; restricted for water and sewer; and unrestricted. The statement of
revenues, expenses and changes in net position presents increases (i.e., revenues) and decreases (i.e., expenses) in
total net position.

11



Lake Waynoka Regional Water and Sewer District
Brown County
Notes to the Basic Financial Statements
For the Year Ended December 31, 2019

Cash and Cash Equivalents

Deposits consist of demand deposits and restricted certificates of deposit which are valued at cost. The District
maintains a cash deposits pool used by all funds. For purposes of the statement of cash flows, the District considers
all highly liquid debt instruments purchased with a maturity of three months or less to be cash equivalents.

Fund Accounting

The District uses fund accounting to segregate cash that is restricted as to use. The District’s funds fall under the
proprietary fund type, which accounts for operations that are organized to be self-supporting through user charges.
The funds included in this category are enterprise funds.

Enterprise Funds — These funds are established to account for operations that are financed and operated in a
manner similar to private business enterprises where the intent is that costs of providing certain goods or
services to the general public on a continuing basis are financed or received primarily through user charges.
Both funds used by the District are enterprise funds and are described below:

Water Fund — This fund receives charges for services from residents to cover the cost of providing this
utility.

Sewer Fund — This fund receives charges for services from residents to cover the cost of providing this
utility.

Budgetary Process

Ohio Attorney General Opinion No. 99-020 has clarified that the budget process described in Chapter 5705, Revised
Code, applies to the District, regardless of whether the District levies property taxes. These documents are required
to be prepared in accordance with the Ohio Revised Code, but are not required to be filed with the county auditor or
county budget commission. The District must henceforth adopt annual appropriations, limited by estimated
resources. Expenditures will be limited by appropriations.

The District’s Board of Trustees did adopt an operating budget for 2019. A summary of budgetary information for
2019 appears in Note 4.

Capital Assets

Capital assets acquired or constructed for the general use of the District in providing service are recorded at cost.
Interest incurred during construction has been capitalized. Donated assets are recorded at their acquisition market
value at the time received. The District maintains a capitalization threshold of $1,000. Depreciation of capital assets
of the District is calculated on the straight line method with the plant, tanks and lines being depreciated at a rate of
3% per year and other equipment and fixtures at a rate of 10% per year. Infrastructure assets are included in water
and sewer plant and are depreciated at a rate of 3% per year. The depreciation methods are designed to amortize the
costs of the assets over their estimated useful lives. Depreciation expense for 2019 was $224,446.

Long-Term Obligations

Long-term debt is reported as a liability in the accompanying basic financial statements.

12



Lake Waynoka Regional Water and Sewer District
Brown County
Notes to the Basic Financial Statements
For the Year Ended December 31, 2019

Estimates
The preparation of financial statements in conformity with accounting principles generally accepted in the United
States of America 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.

Operating and Nonoperating Revenues and Expenses

Operating revenues are those revenues that are generated directly from the primary activity of the enterprise funds.
For the District, these revenues are primarily charges for water and sewer services provided. Operating expenses are
necessary costs incurred to provide the goods and/or services that are the primary activity of the funds.
Nonoperating revenues and expenses are those that do not meet these definitions.

Net Position

Net position represents the difference between assets and liabilities. Net investment in capital assets consists of
capital assets, net of accumulated depreciation, reduced by the outstanding balances of any borrowings used for the
acquisition, construction or improvement of those assets. Net position is 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 position
is available. None of the District’s restricted net position is restricted by enabling legislation.

Restricted Assets

Restricted assets represent cash required to be set aside by debt covenants for future debt service and for water and
Sewer reserves.

Prepaid Expenses
Payments made to vendors for services that will benefit periods beyond December 31, 2019 are recorded as prepaid
items using the consumption method. A current asset of the prepaid amount is recorded at the time of purchase and

as an expense in the year in which the services are consumed.

Accounts Receivable

Sewer Accounts Receivable — These receivables are presented at their net realizable value. Uncollectible account
balances are certified to the County Auditor after administrative collection efforts have been exhausted. There was
no allowance reported at December 31, 2019.

Water Accounts Receivable — These receivables are presented at their net realizable value. Uncollectible account
balances are certified to the County Auditor after administrative collection efforts have been exhausted. There was
no allowance reported at December 31, 2019.

Note 2 — Equity in Pooled Cash and Cash Equivalents

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.

13



Lake Waynoka Regional Water and Sewer District
Brown County
Notes to the Basic Financial Statements
For the Year Ended December 31, 2019

Inactive deposits are public deposits that the Board of Trustees has identified as not required for use within the
current five-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 monies may be deposited or invested in the following securities:

1. United States Treasury bills, bonds, notes, or any other obligation or security issued by the United States
Treasury, or any other obligation guaranteed as to principal and interest by the United States, or any book
entry, zero-coupon United States treasury security that is a direct obligation of the United States;

2. Bonds, notes, debentures, or any other obligations or security issued by any federal government agency or
instrumentality including, but not limited to, the Federal National Mortgage Association, Federal Home
Loan Bank, Federal Farm Credit Bank, Federal Home Loan Mortgage Corporation and Government
National Mortgage 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 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 the term of the agreement must not exceed thirty days;

4. Bonds and other obligations of this state or the political subdivisions of this state, provided the bonds or
other obligations of political subdivisions mature within ten years from the date of settlement;

5. Time certificates of deposit or savings or deposit accounts including, but not limited to, passbook accounts,
in eligible institutions pursuant to ORC sections 135.32;

6. No-load money market mutual funds rated in the highest category at the time of purchase by at least one
nationally recognized standard rating service or consisting exclusively of obligations described in (1) or (2)
above; commercial paper as described in ORC section 135.143 (6); and repurchase agreements secured by
such obligations, provided these investments are made only through eligible institutions;

7. The State Treasurer’s investment pool (STAR Ohio);

8. Up to forty percent of the District’s average portfolio, if training requirements have been met in either of
the following:

a. Commercial paper notes in entities incorporated under the laws of Ohio, or any other State, that have
assets exceeding five hundred million dollars, which are rated in the highest classification established
by two nationally recognized standard rating services, which do not exceed ten percent of the value of
the outstanding commercial paper of the issuing corporation, which mature within 270 days after
purchase, and the investment in commercial paper notes of a single issuer shall not exceed the
aggregate five percent of interim monies available for investment at the time of purchase.

b. Bankers acceptances of banks that are insured by the federal deposit insurance corporation and that
mature not later than 180 days after purchase.

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

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. Investments 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.

14



Lake Waynoka Regional Water and Sewer District
Brown County
Notes to the Basic Financial Statements
For the Year Ended December 31, 2019

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.

Deposits — Custodial credit risk is the risk that in the event of bank failure, the District will not be able to recover
deposits or collateral securities that are in the possession of an outside party. At year end, none of the District’s
bank balance of $2,180,272 was exposed to custodial credit risk. Although all statutory requirements for the deposit
of money had been followed, noncompliance with Federal requirements could potentially subject the District to a
successful claim by the Federal Deposit Insurance Corporation.

The District has no deposit policy for custodial risk beyond the requirements of State statute. Ohio law requires that
deposits be either insured or be protected by:

Eligible securities pledged to the District and deposited with a qualified trustee by the financial institution
as security for repayment whose market value at all times shall be at least one hundred five percent of the
deposits being secured; or

Participation in the Ohio Pooled Collateral System (OPCS), a collateral pool of eligible securities deposited
with a qualified trustee and pledged to the Treasurer of State to secure the repayment of all public monies
deposited in the financial institution. OPCS requires the total market value of the securities pledged to be
102 percent of the deposits being secured or a rate set by the Treasurer of State.

Note 3 — Related Party Transactions

A contract was entered into on July 13, 1998 with the Waynoka Property Owners Association (WPOA) for WPOA
to provide the District with administrative, maintenance, and management staff as well as office supplies, rental, and
other fees associated with the maintenance and upkeep of the building housing the District. A contract is signed on a
yearly basis between the District and WPOA. WPOA is responsible for all payroll and related deductions and
matches. During 2019, the District paid $372,601 to the WPOA for the contract.

Note 4 — Budgetary Activity

Budgetary activity for the year ended December 31, 2019 was as follows:

Budgeted and Actual Receipts

Fund Budget Actual Variance
Water $440,256 $423,735 ($16,521)
Sewer 731,630 735,723 4,093
Total $1,171,886 $1,159,458 ($12,428)
Budgeted and Actual Budgetary Basis
Expenditures
Fund Budget Actual Variance
Water $430,334 $422,260 $8,074
Sewer 608,788 611,347 (2,559)

$1,039,122  $1,033,607 $5,515
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Lake Waynoka Regional Water and Sewer District
Brown County
Notes to the Basic Financial Statements
For the Year Ended December 31, 2019

Note S — Risk Management
The District is exposed to various risks of loss related to torts; theft of, damage to, and destruction of assets; errors

and omissions; injuries to employees; and natural disasters. The District has commercial insurance coverage with
Cincinnati Insurance Company for the following risks:

Commercial Property:

Blanket Building $7,819,625
Commercial Umbrella Liability:

Each Occurrence 10,000,000

Aggregate 10,000,000
General Liability:

Each Occurrence 1,000,000

Aggregate 2,000,000
Automobile Liability:

Combined Single Limit (Each Accident) 1,000,000
Employee Dishonesty 120,000

There have been no significant reductions in insurance coverage from the prior year. There have been no insurance
settlements which exceeded insurance coverage during the past three years.

Note 6 — Long-Term Obligations

Debt outstanding at December 31, 2019 was as follows:

Balance Balance Due in

12/31/18  Additions Deletions  12/31/19  One Year
Water Revenue Bonds, Series A, 5.125% $893,100 $0 ($35,500) $857,600  $37,400
Water Revenue Bonds, Series B, 5.125% 142,100 0 (5,700) 136,400 5,900
Water Revenue Bonds, Series C, 5.125% 197,300 0 (7,900) 189,400 8,300
Totals $1,232,500 $0 (849,100) $1,183,400  $51,600

The District issued water revenue bonds to finance the central sewage treatment facility. The bonds were issued on
September 20, 1995 in the amount of $1,874,700 (Series A - $1,358,700; Series B - $216,000; Series C - $300,000)
with an annual interest rate of 5.125% and maturities through June 1, 2035. The bonds are collateralized by the
assessment revenues and future revenues from the District’s sewer operations.

In connection with the revenue bonds, the District has pledged future operating revenues, net of certain operating
expenses, to repay this debt. The bonds are payable through their final maturities solely from operating, and certain
nonoperating, revenues received during the course of business. Net revenues available for these bonds for 2019 were
$258,107. Principal and interest payments totaled $111,646 for the year. The coverage ratio for these bonds was 2.3
for the year ended December 31, 2019.
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Lake Waynoka Regional Water and Sewer District
Brown County
Notes to the Basic Financial Statements
For the Year Ended December 31, 2019

Amortization of the above debt is scheduled as follows:

Year Ending Water Revenue Bonds
December 31, Principal Interest Total
2020 $51,600 $59,995 $111,595
2021 54,300 57,320 111,620
2022 56,900 54,503 111,403
2023 60,000 51,547 111,547
2024 63,200 48,431 111,631
2025-2029 368,500 189,419 557,919
2030-2034 474,500 83,365 557,865
2035 54,400 1,394 55,794
Total $1,183,400 $545,974  $1,729,374

Note 7 — Capital Assets

Capital assets activity for the year ended December 31, 2019 was as follows:

Ending Ending
Balance Balance
12/31/18 Additions  Deletions 12/31/19
Capital Assets, Not Being Depreciated
Land Easements $140,829 $0 $0 $140,829
Total Capital Assets, Not Being Depreciated 140,829 0 0 140,829
Capital Assets Being Depreciated
Water and Sewer Plant 5,917,530 0 (2,090) 5,915,440
Furniture and Fixtures 13,287 0 (6,972) 6,315
Machinery and Equipment 824,300 88,629 (1,690) 911,239
Total Capital Assets, Being Depreciated 6,755,117 88,629  (10,752) 6,832,994
Less Accumulated Depreciation:
Water and Sewer Plant (3,769,078) (193,106) 2,090 (3,960,094)
Furniture and Fixtures (13,287) 0 6,972 (6,315)
Machinery and Equipment (577,453) (31,339) 1,690 (607,102)
Total Accumulated Depreciation (4,359,818) (224,445) 10,752  (4,573,511)
Total Capital Assets Being Depreciated, Net 2,395,299 (135,816) 0 2,259,483
Total Capital Assets, Net $2,536,128  ($135,816) $0 $2,400,312
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Lake Waynoka Regional Water and Sewer District
Brown County
Notes to the Basic Financial Statements
For the Year Ended December 31, 2019

Note 8 — Subsequent Event

The United States and the State of Ohio declared a state of emergency in March 2020 due to the COVID-
19 pandemic. The financial impact of COVID-19 and the ensuing emergency measures will impact
subsequent periods of the District. The impact on the District's future operating costs, revenues, and any
recovery from emergency funding, either federal or state, cannot be estimated.
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SouthwestRegion@ochicauditor.gov

INDEPENDENT AUDITOR’S REPORT ON INTERNAL CONTROL OVER
FINANCIAL REPORTING AND ON COMPLIANCE AND OTHER MATTERS
REQUIRED BY GOVERNMENT AUDITING STANDARDS

Lake Waynoka Regional Water and Sewer District
Brown County

1 Waynoka Drive

Sardinia, Ohio 45171

To the Board of Trustees:

We have audited, in accordance with auditing standards generally accepted in the United States and the
Comptroller General of the United States’ Government Auditing Standards, the financial statements of the
business-type activities and each major fund of the Lake Waynoka Regional Water and Sewer District,
Brown County, (the District) as of and for the year ended December 31, 2019, and the related notes to the
financial statements, which collectively comprise the District’s basic financial statements and have issued
our report thereon dated September 22, 2020, wherein we noted the financial impact of COVID-19 and the
ensuing emergency measures will impact subsequent periods of the District.

Internal Control Over Financial Reporting

As part of our financial statement audit, we considered the District’s internal control over financial reporting
(internal control) to determine the audit procedures appropriate in the circumstances to the extent
necessary to support our opinion on the financial statements, but not to the extent necessary to opine on
the effectiveness of the District’s internal control. Accordingly, we have not opined on it.

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 a reasonable possibility that internal control will not prevent or detect and timely correct a material
misstatement of the District’s financial statements. A significant deficiency is a deficiency, or a combination
of deficiencies, in internal control that is less severe than a material weakness, yet important enough to
merit attention by those charged with governance.

Our consideration of internal control was for the limited purpose described in the first paragraph of this
section and was not designed to identify all internal control deficiencies that might be material weaknesses
or significant deficiencies. Given these limitations, we did not identify any deficiencies in internal control
that we consider material weaknesses. However, unidentified material weaknesses may exist.

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, opining 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.

Efficient L Effective . Transparent
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Lake Waynoka Regional Water and Sewer District

Brown County

Independent Auditor’'s Report on Internal Control Over
Financial Reporting and on Compliance and Other Matters
Required by Government Auditing Standards

Page 2

Purpose of this Report
This report only describes the scope of our internal control and compliance testing and our testing results,
and does not opine on the effectiveness of the District’s internal control or on compliance. This report is an

integral part of an audit performed under Government Auditing Standards in considering the District's
internal control and compliance. Accordingly, this report is not suitable for any other purpose.

Nl

Keith Faber
Auditor of State

Columbus, Ohio

September 22, 2020
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