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Dave Yost - Auditor of State

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 Lake Waynoka Regional Water and
Sewer District, Brown County, Ohio (the District), as of and for the year ended December 31, 2014, 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 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.

Corporate Centre of Blue Ash, 11117 Kenwood Road, Blue Ash, Ohio 45242
Phone: 513-361-8550 or 800-368-7419 Fax: 513-361-8577
www.ohioauditor.gov
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Opinion

In our opinion, the financial statements referred to above present fairly, in all material respects, the
financial position of the Lake Waynoka Regional Water and Sewer District, Brown County, as of
December 31, 2014, and the changes in financial position and cash flows, for the year then ended in
accordance with the accounting principles generally accepted in the United States of America.

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 October 6,
2015, 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.

)

Dave Yost
Auditor of State

Columbus, Ohio

October 6, 2015


rakelly
Yost_signature


Lake Waynoka Regional Water and Sewer District
Brown County
Management’s Discussion and Analysis
For the Year Ended December 31, 2014
(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 $3,121,186 on December 31, 2014. The District's net position
increased by $8,603 (0.3%) in 2014.

The District's operating revenues decreased by $7,721 (-1.2%) and operating expenses increased $66,827 (9.7%) in
2014.

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, 2014
(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 less outstanding debt that was used to acquire those

assets.

Net Position

Table 1
2014 2013

Assets:
Current and Other Assets $1,349,839  $1,233,421
Capital Assets, Net 3,194,706 3,366,139
Total Assets 4,544,545 4,599,560
Liabilities:
Current and Other Liabilities 57,659 79,127
Long-Term Liabilities 1,365,700 1,407,850
Total Liabilities 1,423,359 1,486,977
Net Position:
Net Investment in Capital Assets 1,789,006 1,895,103
Restricted 253,775 253,620
Unrestricted 1,078,405 963,860
Total Net Position $3,121,186  $3,112,583

Current and other assets increased $116,418 (9.4%), primarily as a result of an increase in cash in 2014. Capital
assets decreased $171,433 (-5.1%), primarily as a result of current year depreciation, which was partially offset by
current year additions.

Current and other liabilities decreased $21,468 (-27.1%), primarily as a result of a decrease for capital lease
principal payments. Long term liabilities decreased $42,150 (-3.0%), due to debt principal payments.

Net investment in capital assets decreased $106,097 (-5.6%), primarily as a result of a net decrease in capital assets
which was partially offset by current year debt principal payments. Net position restricted for debt service and other
purposes remained relatively consistent. Unrestricted net position increased $114,545 (11.9%), primarily due to
revenues exceeding expenses.



Lake Waynoka Regional Water and Sewer District
Brown County
Management’s Discussion and Analysis
For the Year Ended December 31, 2014
(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
2014 2013*

Operating Revenues:

Charges for Services $648,004 $655,584
Miscellaneous 2,684 2,825
Total Operating Revenues 650,688 658,409
Operating Expenses:

Operating Expenses (Excluding Depreciation) 547,919 485,097
Depreciation Expense 211,171 207,166
Total Operating Expenses 759,090 692,263
Operating Loss (108,402) (33,854)
Non-Operating Revenues: 191,176 251,333
Non-Operating Expenses: (74,171) (77,585)
Changes in Net Position 8,603 139,894
Net Position Beginning of Year 3,112,583 2,972,689
Net Position at End of Year $3,121,186  $3,112,583

*Certain reclassifications were made for consistency of reporting between years.

Operating revenues decreased by $7,721 (-1.2%) in 2014, which is relatively consistent between years. Operating
expenses (excluding depreciation) increased by $62,822 (13.0%) primarily due to an increase in expenses for repairs
and maintenance. Non-operating revenues decreased $62,757 (-25.0%) in 2014. This decrease was primarily due to
a settlement received during 2013. A similar settlement was not received in 2014.

Capital Assets

The District had $6,716,422 invested in capital assets (before accumulated depreciation of $3,521,716) at the end of
2014. This represents a decrease of $171,433, 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, 2014
(Unaudited)

Table 3 shows the District’s 2014 capital assets as compared to 2013:

Capital Assets
(Net of Accumulated Depreciation)
Table 3
2014 2013
Land Easements $140,829 $140,829
Water and Sewer Plant 2,865,655 3,051,547
Furniture and Fixtures 0 246
Machinery and Equipment 188,222 173,517
Net Capital Assets $3,194,706  $3,366,139

See Note 6 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. A capital lease was entered into during fiscal year 2010 to finance the

water meter reading project.

Long-Term Liabilities

Table 4
2014 2013
Water Revenue Bonds $1,405,700  $1,443,800
Capital Lease 0 27,236
Total Long Term Debt 1,405,700 1,471,036
Less: Current Maturities (40,000) (63,186)
Net Total Long Term Debt $1,365,700  $1,407,850

The majority of the District's debt is paid from revenues, excluding capital contributions. See Note 4 and Note 8 to
the basic financial statements for additional information on the District’s long term obligations.

Cash

Cash and cash equivalents were $1,340,523 on December 31, 2014. $253,775 of these funds were restricted for
specific use in 2014. 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, | 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, 2014

Total Business-

Water Sewer Type Activities
Assets:
Current Assets:
Equity in Pooled Cash and Cash Equivalents $321,107 $765,641 $1,086,748
Accounts Receivable 3,588 3,631 7,219
Prepaid Expenses 968 968 1,936
Interest Receivable 0 161 161
Total Current Assets 325,663 770,401 1,096,064
Noncurrent Assets:
Restricted Assets:
Cash and Cash Equivalents Restricted for Sewer 0 142,275 142,275
Cash and Cash Equivalents Restricted for Debt Service 0 111,500 111,500
Total Restricted Cash 0 253,775 253,775
Capital Assets:
Non-Depreciable Capital Assets 1,000 139,829 140,829
Depreciable Capital Assets, Net of Accumulated Depreciation 593,735 2,460,142 3,053,877
Total Capital Assets 594,735 2,599,971 3,194,706
Total Assets 920,398 3,624,147 4,544,545
Liabilities:
Current Liabilities:
Accounts Payable 3,678 7,845 11,523
Accrued Interest 0 6,136 6,136
Construction Bonds Payable 0 40,000 40,000
Total Current Liabilities 3,678 53,981 57,659
Noncurrent Liabilities:
Construction Bonds Payable 0 1,365,700 1,365,700
Total Noncurrent Liabilities 0 1,365,700 1,365,700
Total Liabilities 3,678 1,419,681 1,423,359
Net Position:
Net Investment in Capital Assets 594,735 1,194,271 1,789,006
Restricted for Sewer Service 0 142,275 142,275
Resticted for Debt Service 0 111,500 111,500
Unrestricted 321,985 756,420 1,078,405
Total Net Position $916,720 $2,204,466 $3,121,186

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, 2014

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 Income (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
$333,333 $314,671 $648,004
2,684 0 2,684
336,017 314,671 650,688
14,947 25,247 40,194
11,754 8,136 19,890
46,508 164,663 211,171
36,903 5,375 42,278
11,347 11,347 22,694
19,725 72,101 91,826
163,764 157,695 321,459
4,113 5,465 9,578
309,061 450,029 759,090
26,956 (135,358) (108,402)
298 1,315 1,613

0 126,163 126,163

12,000 51,400 63,400
12,298 178,878 191,176
(823) (73,348) (74,171)
(823) (73,348) (74,171)
38,431 (29,828) 8,603
878,289 2,234,294 3,112,583
$916,720 $2,204,466 $3,121,186

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, 2014

Cash Flows from Operating Activities:
Cash Received from Customers
Cash Received from Others
Cash Payments to Suppliers for Goods and Services
Net Cash Provided by Operating Activities

Cash Flows from Capital and Related Financing Activities:
Assessments
Connection Fees
Purchase of Capital Assets
Revenue Bond Principal Payments
Revenue Bond Interest Payments
Capital Lease Obligation Principal Payments
Capital Lease Obligation Interest Payments
Net Cash Provided (Used) by Capital and Related Financing Activities

Cash Flows from Investing Activites:
Interest on Cash and Cash Equivalents

Net Increase in Cash and Cash Equivalents
Cash and Cash Equivalents at Beginning of Year

Cash and Cash Equivalents at End of Year

Reconciliation of Operating Income (Loss) to Net Cash
Provided by Operating Activities
Operating Income (Loss)

Adjustments to Reconcile Operating Income (Loss) to Net
Cash Provided by Operating Activities:
Depreciation

Changes in Assets and Liabilities:
Decrease in Accounts Receivable
Increase in Prepaid Expenses
Increase (Decrease) in Accounts Payable

Total Adjustments

Net Cash Provided by Operating Activities

See accompanying notes to the basic financial statements.

Total Business-

Water Sewer Type Activities
$334,353 $314,831 $649,184
2,684 0 2,684
(264,038) (282,176) (546,214)
72,999 32,655 105,654
0 126,163 126,163
12,000 51,400 63,400
(22,645) (17,093) (39,738)
0 (38,100) (38,100)
0 (73,513) (73,513)
(27,236) 0 (27,236)
(823) 0 (823)
(38,704) 48,857 10,153
298 3,805 4,103
34,593 85,317 119,910
286,514 934,099 1,220,613
$321.107 $1,019.416 $1,340.,523
$26,956 ($135,358) ($108,402)
46,508 164,663 211,171
1,020 160 1,180
(89) (89) (178)
(1,396) 3,279 1,883
46,043 168,013 214,056
$72,999 $32,655 $105.654
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Lake Waynoka Regional Water and Sewer District
Brown County
Notes to the Basic Financial Statements
For the Fiscal Year Ended December 31, 2014

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 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 Fiscal Year Ended December 31, 2014

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 2014. A summary of budgetary information for
2014 appears in Note 7.

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 estimated fair 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 2014 was $211,171.

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 Fiscal Year Ended December 31, 2014

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.

Prepaid Expenses

Payments made to vendors for services that will benefit periods beyond December 31, 2014 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, 2014.

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, 2014.

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 Fiscal Year Ended December 31, 2014

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.

10.

United States treasury notes, bills, bonds, 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;

Bonds, notes, debentures, or any other obligation 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, Government National
Mortgage Association, and Student Loan Marketing Association. All federal agency securities shall be
direct issuances of federal government agencies or instrumentalities;

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;

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

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

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

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

High grade commercial paper in an amount not to exceed five percent of the District’s total average
portfolio; and

Bankers’ acceptances for a period not to exceed 270 days and in an amount not to exceed ten percent of the
District’s average portfolio.

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.

14



Lake Waynoka Regional Water and Sewer District
Brown County
Notes to the Basic Financial Statements
For the Fiscal Year Ended December 31, 2014

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.

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 the failure of the counterparty, the District’s deposits
may not be returned. According to state law, public depositories must give security for all public funds in excess of
those funds that are insured by the Federal Deposit Insurance Corporation (FDIC) or by any other agency or
instrumentality of the federal government. These institutions may either specifically collateralize individual accounts
in lieu of amounts insured by the FDIC or may pledge a pool of government securities valued at least 105% of the
total value of public monies on deposit at the institution. The District’s policy is to deposit money with financial
institutions that are able to abide by the laws governing insurance and collateralization of public funds.

As of December 31, 2014, the District’s bank balance of $1,338,605 is either covered by FDIC or collateralized by
the financial institution’s public entity deposit pool in the manner described above.

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 2014, the District paid $308,105 to the WPOA for the contract.

Note 4 — Long-Term Obligations

Debt outstanding at December 31, 2014 was as follows:

Balance Balance Due in

12/31/13 Additions  Deletions 12/31/14 One Year
Water Revenue Bonds, Series A, 5.125% $1,046,300 $0 $27,600 $1,018,700 $29,000
Water Revenue Bonds, Series B, 5.125% 166,400 0 4,400 162,000 4,600
Water Revenue Bonds, Series C, 5.125% 231,100 0 6,100 225,000 6,400
Total Water Revenue Bonds 1,443,800 0 38,100 1,405,700 40,000
Capital Lease Obligation 27,236 0 27,236 0 0
Totals $1,471,036 $0 $65,336 $1,405,700 $40,000

The District’s capital lease obligation is disclosed in more detail in Note 8. The District’s capital lease was fully
repaid in 2014.

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.
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Lake Waynoka Regional Water and Sewer District
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For the Fiscal Year Ended December 31, 2014

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 2014 were
$208,183. Principal and interest payments totaled $111,613 for the year. The coverage ratio for these bonds was 1.9
for the year ended December 31, 2014.

Amortization of the above debt is scheduled as follows:

Year Ending Water Revenue Bonds
December 31, Principal Interest Total
2015 $40,000 $71,535 $111,535
2016 42,200 69,459 111,659
2017 44,400 67,269 111,669
2018 46,600 64,965 111,565
2019 49,100 62,546 111,646
2020-2024 286,000 271,796 557,796
2025-2029 368,500 189,419 557,919
2030-2034 474,500 83,365 557,865
2035 54,400 1,394 55,794
Total $1,405,700 $881,748  $2,287,448

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 $7,840,000

Blanket Business Personal Property 525,000
General Liability:

Each occurrence 1,000,000

Aggregate 2,000,000

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.
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Note 6 — Capital Assets

Capital assets activity for the year ended December 31, 2014 was as follows:

Ending Ending
Balance Balance
12/31/13 Additions  Deletions 12/31/14

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 5,866,350 0 0 5,866,350
Furniture and Fixtures 14,765 0 (1,478) 13,287
Machinery and Equipment 665,960 39,738 (9,742) 695,956
Total Capital Assets, Being Depreciated 6,547,075 39,738  (11,220) 6,575,593

Less Accumulated Depreciation:

Water and Sewer Plant (2,814,803) (185,892) 0 (3,000,695)
Furniture and Fixtures (14,519) (246) 1,478 (13,287)
Machinery and Equipment (492,443) (25,033) 9,742 (507,734)
Total Accumulated Depreciation (3,321,765) (211,171) 11,220 (3,521,716)
Total Capital Assets Being Depreciated, Net 3,225,310 (171,433) 0 3,053,877
Total Capital Assets, Net $3,366,139 ($171,433) $0  $3,194,706

Note 7 — Budgetary Activity

Budgetary activity for the year ended December 31, 2014 was as follows:

Budgeted and Actual Receipts

Fund Budget Actual Variance
Water $363,898  $349,335 ($14,563)
Sewer 501,528 496,199 (5,329)
Total $865,426  $845,534 ($19,892)

Budgeted and Actual Budgetary Basis

Expenditures
Fund Budget Actual Variance
Water $356,039  $314,742  $41,297
Sewer 490,519 410,882 79,637
Total $846,558  $725,624  $120,934
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Note 8 — Capital Lease

During the year ended December 31, 2010, the District entered into a capital lease for the acquisition of water meter
reading equipment. The lease meets the criteria of a capital lease as defined by FASB Statement No. 13,
“Accounting for Leases,” which defines a capital lease generally as one which transfers benefits and risks of
ownership to the lessee at the conclusion of the lease term. The water meter reading equipment acquired through the
capital lease was recorded at a gross amount of $93,000 with total accumulated depreciation of $37,975.

The District made $27,236 in principal payments in 2014, which repaid the capital lease in full.
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Dave Yost - Auditor of State

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 Lake Waynoka Regional Water and Sewer District, Brown County, Ohio, (the District) as of and for the
year ended December 31, 2014, and the related notes to the financial statements, which collectively
comprise the District's basic financial statements and have issued our report thereon dated October 6,
2015.

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.

Corporate Centre of Blue Ash, 11117 Kenwood Road, Blue Ash, Ohio 45242
Phone: 513-361-8550 or 800-368-7419 Fax: 513-361-8577

www.ohioauditor.gov
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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 communication is not suitable for any other purpose.

)

Dave Yost
Auditor of State

Columbus, Ohio

October 6, 2015
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Dave Yost - Auditor of State

LAKE WAYNOKA REGION WATER AND SEWER DISTRICT
BROWN 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.

Livan Poablutt

CLERK OF THE BUREAU

CERTIFIED
OCTOBER 20, 2015

88 East Broad Street, Fourth Floor, Columbus, Ohio 43215-3506
Phone: 614-466-4514 or 800-282-0370 Fax: 614-466-4490
www.ohioauditor.gov
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