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January 10, 2019

Board of Trustees

K and H Regional Sewer District
PO Box 111

Knightsville, IN 47857

As authorized under Indiana Code 5-11-1, we engaged private examiners under our review to
perform the audit of K and H Regional Sewer District. We have reviewed the audit report opined upon by
Crowe LLP, Independent Public Accountants, for the period January 1, 2015 to December 31, 2017. Per
the Independent Auditor’s Report, the financial statements included in the report present fairly the financial
condition of K and H Regional Sewer District as of December 31, 2015, 2016 and 2017, and the results of
its operations for the period then ended, on the basis of accounting described in the report.

In our opinion, Crowe LLP prepared the audit report in accordance with the guidelines established
by the State Board of Accounts.

In addition to the report presented herein, a Supplemental Report for K and H Regional Sewer
District was prepared in accordance with the guidelines established by the State Board of Accounts.

The report is filed with this letter in our office as a matter of public record.

Paul D. Joyce, CPA
State Examiner
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Crowe Crowe LLP

{ndependent Member Crowe Global

INDEPENDENT AUDITOR'S REPORT

Those Charged with Governance
K and H Regional Sewer District
Knightsville, Indiana

Report on the Financial Statement

* We have audited the accompanying statements of receipts, disbursements, and cash and investment
balances of K and H Regional Sewer District (the Unit) as of and for the years ended December 31, 2015,
2016, 2017, and the related notes (the financial statements).

Management's Responsibility for the Financial Statement

Management is responsible for the preparation and fair presentation of these financial statements in
accordance with the financial reporting provisions of the indiana State Board of Accounts as aliowed by
state statute (IC 5-11-1-6) as described in Note 1. Management is also responsible for the design,
implementation, and maintenance of internal control reievant to the preparation and fair presentation of
financial statements that are free from material misstatement, whether due to fraud or error.

Auditor’s Responsibility

Our responsibility is to express an opinion on these financial statements based on our audits. We conducted
our audits in accordance with auditing standards generally accepted in the United States of America. Those
standards require that we plan and perform the audit to obtain reasonabie assurance about whether the
financial statements are free from material misstatement.

An audit involves performing procedures fo obfain audit evidence about the amounts and disclosures in the
financial statements. The procedures selected depend on the auditor's judgment, including the assessment
of the risks of material misstatement of the financial statements, whether due to fraud or error. In making
those risk assessments, the auditor considers internal control relevant o the entity’s preparation and fair
presentation of the financial statements in order to design audit procedures that are appropriate in the
circumstances, but not for the purpose of expressing an opinion on the effectiveness of the entity’s internal
control. Accordingly, we express no such opinion. An audit also includes evaluating the appropriateness of
accounting policies used and the reasonableness of significant accounting estimates made by
management, as well as evaluating the overall presentation of the financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our
audit opinion.

(Continued)



Basis for Adverse Opinion on U.S. Generally Accepted Accounting Principles

As discussed in Note 1 fo the financial statements, the Unit prepares ifs financial statements on the
prescribed basis of accounting that demonstrates compliance with the reporting requirements established
by the indiana State Board of Accounts as allowed by state statute (IC 5-11-1-6), which is a basis of
accounting other than accounting principles generally accepted in the United States of America.

The effects on the financial statements of the variances between the regulatory basis of accounting
described in Note 1 and accounting principles generally accepted in the United States of America, although
not reasonably determinable, are presumed to be material,

Adverse Opinion on U.S. Generally Accepied Accounting Principles

in our opinion, because of the significance of the matter discussed in the Basis for Adverse Opinionon U.S.
Generally Accepted Accounting Principles paragraph, the financial statements referred to above do not
present fairly, in accordance with accounting principles generally accepted in the United States of America,
the financial position of the Unit as of December 31, 2015, 2016, 2017, or changes in net position or cash
flows thereof for the years then ended.

Unmodified Opinion on Regulatory Basis of Accounting

in our opinion, the financial statements referred to above present fairly, in all material respects, the cash
and investment balances of the Unit as of December 31, 2015, 2016, 2017, and its cash receipts and
disbursements for the years then ended in accordance with the financial reporting provisions of the Indiana
State Board of Accounts described in Note 1.

Other Matters

Our audits were conducted for the purpose of forming an opinion on the financial statements as a whale.
The accompanying Schedule of Officials and Supplementary Information Schedules are presented for
purposes of additional analysis and are not a required part of the financial statements. The information has
not been subjected to the auditing procedures applied in the audits of the financial statements, and
accordingly, we do not express an opinion or provide any assurance on it.

Crowe LLP

Crowe LLP

indianapolis, Indiana
November 9, 2018




STATEMENTS OF RECEIPTS, DISBURSEMENTS, AND CASH AND INVESTMENT BALANCES

K & H REGIONAL SEWER DISTRICT

REGULATORY BASIS

For The Years Ended December 31, 2015 and 2016

Cash and Cash and Cash and
Investments Investments Investments
01-01-15 Receipts Disbursements 12-31-15 Receipts Disbursements 12-31-18
Fund

Bond & Interest 5 162,388 % 88,440 % 88,367 % 162,461 % 80,720 3 90,607 % 162,574
Construction 6,018 - - 6,016 - - 6,018
Debt Service 61,858 - - 61,858 - - 61,858
Operating 166,224 367,519 337,994 195,749 421,048 388,235 228,562
improvement 29,955 371 - 30,326 374 - 30,700
Totals $ 426441 % 456,330 $ 426361 % 456 410 % 512142 % 478842 § 489,710

See accompanying notes to financial statements.



K & H REGIONAL SEWER DISTRICT
STATEMENT OF RECEIPTS, DISBURSEMENTS, AND CASH AND INVESTMENT BALANCES
REGULATORY BASIS
For The Year Ended December 31, 2017

Cash and ' Cash and
Investments investments
01-01-17 Receipts Dishursements 12-31-17
Fund

'Bond & Interest $ 162,574 % 87600 % 87,552 % 162,622
Construction 6,018 - - 6,016
Debt Service 61,858 ° - - 61,858
Operating 228,562 442 411 340,006 330,877
Improvement _ 30,700 370 27,899 3,171
Totals ' $ 489,710 $ 530,381 % 455 547 % 564 544

See éccompanying notes to financial statements.



K AND H REGIONAL SEWEI‘\; DISTRICT
NOTES TO FINANCIAL STATEMENTS
December 31, 2015, 2016, 2017

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Reporting Entity: The Unit was established under the laws of the State of indiana. The Unit operates under
an appointed governing board.

The accompanying financial statement presents the financial information for the Unit.

Basis of Accounting: The financial statement is reported on a regulatory basis of accounting prescribed by
the Indiana State Board of Accounis in accordance with state statute {IC 5-11-1-6), which is a
comprehensive basis of accounting other than accounting principles generally accepted in the United States
of America. The basis of accounting involves the reporting of only cash and investments and the changes
therein resulting from cash inflows (receipts) and cash outfiows (disbursements) reported in the period in
which they occurred.

The regutatory basis of accounting differs from accounting principles generally accepted in the United
States of America (GAAP), in that receipts are recognized when received in cash, rather than when earned,
and disbursements are recognized when paid, rather than when a liability is incurred. The regulatory basis
also allows for all investments to be state at cost, while GAAP requires fair value for qualifying investments.

Cash and Investments: Investments are stated at cost. Any changes in fair vatue of the investments are
reported as receipts in the year of the sale of the investment.

Receipts: Receipts are presented in the aggregate on the face of the financial statement. The aggregate
receipts include the foliowing sources:

Utility fees. Amounts received from charges for current services,

Fines and forfeits. Amounts received including receipts derived from fines and penalties imposed for
the commission of statutory offenses, violation of lawful administrative rules and regulations (fines),
and for the neglect of official duty and monies derived from confiscating deposits held as performance
guarantees (forfeitures).

Other receipts. Amounts received from various sources which can include, but are not limited to the
following: net proceeds from borrowings; interfund loan activity; transfers authorized by statute,
ordinance, resolution or court order; internat service receipts; and fiduciary receipts,

Disbursements: Disbursements are presented in the aggregate on the face of the financial statement. The
aggregate disbursements include the following uses:

Personal services. Amounts disbursed for salaries, wages, and related employee benefits provided for
all persons employed. in those units where sick leave, vacation leave, overtime compensation, and
other such benefits are appropriated separately, such payments would also be included.

Other services and charges. Amounts disbursed for services including, but are not limited to:
professional services, communication and transportation, printing and advertising, insurance, utility
services, repairs and maintenance, and rental charges.

Debt service principal and interest. Amounts disbursed for fixed obligations resulting from financial
fransactions previously entered into by the Unit. It includes all expenditures for the reduction of the
principai and interest of the Unit general obligation indebtedness.

Utility operating expenses. Amounts disbursed for operating the utilities.

{Continued)



K AND H REGIONAL SEWER DISTRICT
NOTES TO FINANCIAL STATEMENTS
December 31, 2015, 20186, 2017

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

Other dishursements. Amounts disbursed for various purposes including, but not limited to the
following: interfund loan payments, loans made to other funds, internal service disbursements, lease
agreements, and transfers out that are authorized by statute, ordinance, resolution, or court order.

Interfund Transfers: The Unit may, from time to time, make transfers from one fund to another. These
transfers, if any, are included as a pari of the receipts and disbursements of the affected funds and as a
part of total receipts and disbursements. The transfers are used for cash flow purposes as provided by
various statutory provisions,

Fund Accounting: Separate funds are established, maintained, and reported by the Unit. Each fund is used
to account for amounts received from and used for specific sources and uses as determined by various
regulations. Restrictions on some funds are set by statute while other funds are internally restricted by the
Unit. The amounts accounted for in a specific fund may only be available for use for certain, legally-
restricted purposes. Additionally, some funds are used to account for assets held by the Unit in a trustee
capacity as an agent of individuals, private organizations, other funds, or other governmental units and,
therefore, the funds cannot be used for any expenditures of the unit itself.

NOTE 2 - DEPOSITS AND INVESTMENTS

Deposits, made in accordance with state statute (IC 5-13), with financial institutions in the State of Indiana,
at year end, should be entirely insured by the Federal Depository Insurance Corporation or by the Indiana
Public Deposit Insurance Fund (PDIF). This includes any depesit accounts issued or offered by a qualifying
financial institution.

State statutes authorize the Unit to invest in securities including, but not limited io, the following. federal
government securities, repurchase agreements, and cerfain money market mutual funds. Certain other
statutory restrictions apply to all investments made by local governmental units, Given the limited
investment parameters applicable under state statute, certain risks, such as credit, custodial, concentration,
and interest rate are not deemed significant. As of the years ended December 31, 2015, 2018, and 2017,
the Unit held investments in non-negotiable certificates of deposit.

The Unit held cash deposits with financial institutions that maintained FDIC and PDIF coverages, as
applicable.

NOTE 3 - RISK MANAGEMENT

The Unit may be exposed to various risks of loss related to torts; theft of, damage to, and destruction of
assets; errors and omissions and natural disasters. These risks can be mitigated through the purchase of
insurance, establishment of a self-insurance fund, and/or participation in a risk pool. The purchase of
insurance transfers the risk to an independent third-party. The establishment of a self-insurance fund allows
the Unit to set aside money for claim settlements. The self-insurance fund would be included in the financial
statement. The purpose of participation in a risk pool is fo provide a medium for the funding and
administration of the: risks.

The Unit has purchased insurance to address the risks described above,

{Continued)



K AND H REGIONAL SEWER DISTRICT
NOTES TO FINANCIAL STATEMENTS
December 31, 2015, 2016, 2017

NOTE 4 - DEBT

in 2013, the Unit issued Special Program Bonds, Series 2013 A Refunding in the amount of $695,000 for
the purpose of system improvements, The bonds mature on January 1, 2023. The Unit made principal and
interest payments during the years under audit,
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K & H REGIONAL SEWER DISTRICT

COMBINING SCHEDULE OF RECEIPTS, DISBURSEMENTS, AND
CASH AND INVESTMENT BALANCES - REGULATORY BASIS

For The Year Ended Decernber 31, 2015

Cash and investments - beginning

Receipts:
Utility fees
Penalties
Other receipts

Total receipts

Disbursements:
Personal services
Other services and charges
Debt service - principal and interest
Utility operating expenses
Other disbursements

Total disbursements

Excess (deficiency) of receipts over
disbursements

Cash and investments - ending

Bond & Interest  Construction Debt Service Operating Improvement Totals
3 162,388 $ 6,016 61,858 § 166,224 $ 20,955 §% 426,441
- - - 359,572 - 355 572
- - - 5,893 - 5,893
88,440 - - 2,054 371 90,865
88,440 - - 367,519 371 456,330
- - - 19,609 - 19,609
- - - 2,486 - 2,486
88,367 - - - - 88,367
. - - 227,459 - 227,459
- - - 88,440 - 88,440
88,367 - - 337,994 - 426,361
73 - - 20,525 371 29,969
5 162,461 $ 6,018 61,858 % 195740 § 30,328 5

456,410




K & H REGIONAL SEWER DISTRICT

COMBINING SCHEDULE OF RECEIPTS, DISBURSEMENTS, AND
CASH AND INVESTMENT BALANCES - REGULATORY BASIS

For The Year Ended December 31, 2016

Cash and investments - beginning

Receipts:
Utility fees
Penalties
Other receipts

Total receipts

Disbursements:
Personal services
Other services and charges
Debt service - principal and interest
Utility operating expenses
Other disbursements

Total disbursements

Excess (deficiency) of receipts over
disbursements

Cash and investments - ending

Bond & Interest Construction Debt Service Operating Improvement Totals
$ 162,461 § 5,016 3 61,858 § 195,749 % 30,326 $ 456,410
- - - 410,790 - 410,790
] - ; 8,402 - 8,402
90,720 - - 1,856 374 92,950
80,720 - - 421,048 374 512,142
- - - 19,774 - 19,774
- - - 2,687 - 2,887
90,607 - - - - 90,807
- - - 275,054 - 275,054
- - - 90,720 - 90,720
80,607 - - 388,235 - 478,842
113 - - 32,813 374 33,300
3 162,574 $ 8,016 § 651,858 $ 228,562 % 30,700 % 489,710

10.



K & H REGIONAL SEWER DISTRICT

COMBINING SCHEDULE OF RECEIPTS, DISBURSEMENTS, AND
CASH AND INVESTMENT BALANCES - REGULATORY BASIS

For The Year Ended December 31, 2017

Cash and investments - beginning

Receipts:
Utility fees
Penalties
QOther receipts

Total receipts

Disbursements:
Personal services
Other services and charges
Debt service - principal and interest
Utility operating expenses
Other disbursements

Total disbursements

Excess {deficiency) of receipts over
disbursements

Cash and investments - ending

Bond & interest Construction Debt Service Operating Improvement Totals
$ 162,574 § 6,016 % 61858 3 228562 % 30,700 % 489,710
- - - 403,121 - 403,121
) . . 7,831 - 7,831
87,600 - - 31,459 370 119,429
87,600 - - 442 411 370 530,381
- - - 21,262 - 21,262
- - - 2,565 - 2,555
B7 552 - - - - 87,652
- - - 228,679 - 228,679
- - - 87,600 27,898 115,495
87,552 - - 340,086 27,899 455,547
48 - - 102,315 (27,629) 74,834
$ 162,622 $ 6,016 $ 61,858 § 330,877 & 3171 § 564,544

11.



K & H REGIONAL SEWER DISTRICT
SCHEDULE COF PAYABLES AND RECEIVABLES ~
December 31, 2017

Accounts Accounts
Payable Receivable
Government or Enterprise
K & H Regional Sewer District $ - $§ 59265
Totals 3 - $ 59,265

12.



K & H REGIONAL SEWER DISTRICT
SCHEDULE OF LEASES AND DEBT
December 31, 2017

Principal and
Ending Interest Due

Principal  Within One
Type Purpose Balance Year

Description of Debt

K & H Regional Sewer District:

Special Program Bonds, Series 2013 A

Funding for improvements to
Refunding

system $ 362,448 $ 85976

Totals $ 362448 § 85976

13.



K & H REGIONAL SEWER DISTRICT
SCHEDULE OF CAPITAL ASSETS
December 31, 2017

Capital assets are reporied at actual or estimated historical cost based on appraisals or deflated current
replacement cost. Contributed or donated assets are reporied at estimated fair value at the fime

received.

Ending
Balance
K & H Regicnal Sewer District:
infrastructure $ 2,025,649
Total capital assets § 2025649

14,



K AND H REGIONAL SEWER DISTRICT
OTHER REPORT
Pecember 31, 2015, 2016, and 2017

The reports presented herein were prepared in addition to another official report prepared for the Unit as
listed below:

Indiana State Board of Accounts Compliance Examination of K and H Regional Sewer District

The above report contains the results of the compliance examination as required by the indiana State Board
of Accounis’ Accouniing and Uniform Compliance Guidelines Manual For Special Districts.

15.





