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Certified Public Accountants

Board of Directors
Consolidated Public Water Supply District No. 4
of Clinton County, Missouri

INDEPENDENT AUDITOR’S REPORT

We have audited the accompanying statement of net assets of Consolidated Public Water Supply
District No. 4 of Clinton County, Missouri, as of June 30, 2012 and 2011 and the related
statement of revenues, expenses and changes in net assets, and cash flows for the year then ended.
These financial statements are the responsibility of the District’s management. Our responsibility
is to express an opinion on these financial statements based on our audit.

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

In our opinion, the financial statements referred to above present fairly, in all material respects,
the financial position of Consolidated Public Water Supply District No. 4 of Clinton County,
Missouri, as of June 30, 2012 and 2011, and the results of its operations and its cash flows for the

years then ended in conformity with accounting principles generally accepted in the United States
of America.
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Public Water Supply District #4 of Clinton County
Management’s Discussion and Analysis FY 2012

Management’s Discussion and Analysis is intended to serve as an introduction to the District’s
basic financial statements. This portion of the Water District’s annual financial report is
intended to provide an easily read analysis of the District’s financial activities and condition,
based on current known facts, for the fiscal year ending June 30, 2012. This information is
presented in conjunction with the audited financial statements that follow.

Organizational and Business

This Water District provides water services. Water is purchased from the City of Plattsburg and
distributed to the District’s customers. The District is currently serving approximately 2,020
customers. The water is supplied mainly to residential customers and a few business customers.

Overview of the Financial Statements

This annual report consists of the following parts: 1) Management’s Discussion and Analysis, 2)
Basic Financial Statements, 3) Other Required Supplementary Information in the form of Notes.

Financial Statements

The Financial Statements of the District report information utilizing the full accrual basis of

accounting. The District’s assets and liabilities are reported on the Statement of Net Assets,

Over time, increases or decreases in net assets may serve as a useful indicator of whether the
financial position of the District is improving or deteriorating.

The Statement of Revenues, Expenses and Changes in Net Assets present the results of the
District’s operations over the course of the fiscal year and provides information as to how the net
assets changed during the year. This statement can be used as an indicator that the District is
successfully recovering costs through fees and other charges.

The Statement of Cash Flows presents changes in cash and cash equivalents resulting from
operation, capital, non-capital, and investing and financing activities. From the Statement of
Cash Flows, the reader can obtain comparative information on the source and use of cash and the
change in the cash and cash equivalents balance for each of the last two fiscal years.



Financial Ahalysis

Financial Highlights (see table 1 below)

Current and Other Assets

Capital Assets, Net
Total Assets

Long-Term Debt
Other Liabilities
Total Liabilities

Net Assets invested in
capital assets, net of
related debt

Net Assets restricted for
debt service
Unrestricted net assets

Total Net Assets

Table 1

2012
$2,247,095
$5,119,224
$7,366,319

$449,985
$233,150
$683,135

$4,657,562

$73,666

$1,951,956
$6,683,184

2011
$1,904,726
$5,279,032
$7,183,758

$462,704
$215,484
$678,188

$4,805,178

$74,885

$1,625,507
$6,505,570

The total assets of the District exceed total liabilities by $6,683,184.
The total assets increased from last year by $182,561 or 3 %.
Capital assets decreased during the fiscal year by $159,808 or -3%.
The District’s total net assets increased by $177,614 or 3% during the year.

Condensed Statements of Net Assets

Variance
$342,369

($159,808)
$182,561

($12,719)
$17,666
$4,947

($147,616)

($1,219)

$326,449
$177,614

% Change
18%

-3%

3%

-3%
8%
1%

-3%

-2%

20%
3%



Results of Operations

Table 2 below shows changes in the District’s net assets for the year.

Revenues:

Operating Revenues
Non Operating Revenues
Total Revenues

Expenses:

Operating Expenses
Depreciation

Non Operating Expenses
Total Expenses

Increase in Net Assets
Change in Net Assets

Beginning Net Assets

Ending Net Assets

Table 1
Condensed Statements of Revenues, Expenses and Changes in Net Assets

2012

$1,278,676
$14,438
$1,293,114

$903,412
$193,762
$18,326
$1,115,500

$177,614
$177,614
$6,505,570
$6,683,184

2011

$1,224,041
$12,458
$1,236,499

$983,706
$195,694
$27,413
$1,206,813

$29,686
$29,686
$6,475,884
$6,505,570

Variance

$54,635
$1,980
$56,615

($80,294)
($1,932)
($9,087)

($91,313)

$147,928
$147,928

$29,686
$177,614

% Change

4%
16%
5%

-8%
-1%
-33%
-8%

498%
498%
1%
3%

The District’s total revenues of $1,282,564 for the year increased by $56,615 or 5%.
The District’s total expenses less depreciation decreased by $89,381 or 9%.

The District’s net assets increased by $147,928 or 498% for the year.

The District’s total operating revenues increased by $54,635 or 4% due for the year.
Operating expenses decreased by $80,294 or 8% for the year.



Capital Assets
The District had $5,119,224 in capital assets, (net of accumulated depreciation and reduced by
the outstanding balances of any bonds that are attributable to the acquisition, construction or

improvements of those assets).

Long Term Debt

IR

The District will continue to pay a Loan held by USDA.
Other Factors
The District signed a 35 year agreement with the City of Plattsburg.

Additional Financial Information

This financial report is designed to provide the District’s customers, investors, and other
interested parties with an overview of the District’s financial operations and financial condition.
Should the reader have questions regarding the information included in this report or wish to
request additional financial information, please contact the Water District Clerk at 8544 SE V
Hwy, Lathrop, MO 64465.




CONSOLIDATED PUBLIC WATER SUPPLY DISTRICT NO. 4

CLINTON COUNTY, MISSOURI
Statements of Net Assets
June 30, 2012 and 2011
Assets: 2012
Current assets:
Cash and cash equivalents $ 534,542
Certificates of deposit 1,346,039
Accounts receivable - net 108,177
Inventory 16,629
Interest receivable 1,563
Prepaid expense 6.423
Total unrestricted current assets 2,013,373
Restricted cash and investments
Restricted cash 233,722
Restricted investments -
Total restricted current assets 233,722
Total current assets 2,247,095

Capital assets:
Nondepreciable capital assets:
Land
Total nondepreciable capital assets

— 5,500

3,500

Depreciable capital assets:

Property and equipment 8,248,644

Less accumulated depreciation (3,134,920)

Total depreciable capital assets 3.113.724

Total capital assets, net 5,119,224

Total noncurrent assets 5,119,224

Total assets 7,366,319
Liabilities:

Current liabilities:
Accounts payable and accrued expenses

61.417

Total current liabilities 61,417
Liabilities from restricted assets:
Customer deposits 160,056
Current portion of long term debt 11.677
Total liabilities from restricted assets ) 171,733
Bond discounts -
Long term debt 449,985
Total liabilities 683,135
Invested in capital assets, net of related debt 4,657,562
Restricted for debt service 73,666
Unrestricted 1,951,956
Total net assets $ 6,683,184

See accompanying notes to financial statements

2011

$ 375,039
1,134,424
97,512
60,585
1,715

6,048

1,675,323
229,403

229,403
1,904,726

5.500
——32.300

8,214,690
(2.941,158)
273,532

3,279,032

5,279,032
7,183,758

49816
49,816

154,518

11,150

165,668

462,704
678,188

4,805,178
74,885

_ 1,625,507
$ 6,505.570



CONSOLIDATED PUBLIC WATER SUPPLY DISTRICT NO. 4

CLINTON COUNTY, MISSOURI

Statements of Revenues, Expenses and Changes in Net Assets

For the Fiscal Year Ended June 30, 2012 and 2011

Operating revenues:
Water sales
Connection charges
Other

Total operating revenues

Operating expenses:

Water purchases

Management contract

Utilities and telephone

Insurance

Professional fees

Depreciation and amortization

Repairs

Salaries and payroll taxes

Office expense

Water supplier surcharge

Bad debt expense

Other operating expenses
Total operating expenses
Operating income (loss)

Nonoperating revenues (expenses):
Investment income
Interest expense
Net Nonoperating revenues (expenses)

Increase in net assets
Net assets:

Beginning of year
End of year

2012

$ 1,209,317
52,600

16,759

1,278,676

477,320
165,000
29,516
12,272
25,698
193,762
83,755
68,182
13,036
7,920
4,853

— 15,860
1,097,174
181,502

14,438

(18.326)
(3.888)

177,614

6505570
$ 6683184

See accompanying notes to financial statements

2011

$ 1,152,581
55,000
16.460
1,224,041

450,743
150,000
28,167
11,903
136,459
195,694
84,125
62,819
13,304
19,360
4,566
22,260
1.179.400
44,641

12,458

(27.413)
(14,955)

29,686

6.475.884
$6,505.570



CONSOLIDATED PUBLIC WATER SUPPLY DISTRICT NO. 4

CLINTON COUNTY, MISSOURI
Statements of Cash Flows
For the Fiscal Year Ended June 30, 2012 and 2011

Cash flows from operating activities:
Cash receipts from customers
Cash payments to suppliers for goods and services
Cash payments to employees for services

Net cash provided by operating activities

Cash flows from capital and related financing activities:
Principal paid on debt
Interest paid on debt

Net cash used in capital and related financing activities

Cash flows from investing activities:
Payments for capital assets
Cash used for investments
Cash received from restricted assets
Interest received on investments

Net cash used in investing activities

Net increase (decrease) in cash and cash equivalents
Cash and cash equivalents, beginning of year
Cash and cash equivalents, end of year

Reconciliation of operating income (loss) to
net cash provided by operating activities:
Operating income (loss)

Adjustments:
Depreciation and amortization
Allowance for bad debt
Changes in assets and liabilities:
Accounts receivable
Inventory
Prepaid expense
Accounts payable and accrued expenses
Customer deposits payable

Net cash provided by operating activities

012

$ 1,265,348
(771,847)
(68,182)

425,319

(12,192)
(18,326)

(30,518)

(33,954)
(211,615)
4,319)

14.590

235,298

159,503
375,039
$ 534542

$ 181,502

193,762
2,663

(13,328)
43,956

(375)
11,601

3,938

$ 425319

See accompanying notes to financial statements

8

011

$1,213,881
(962,442)
(62.819)

188,620

(110,649)
(27.413)

(138.062)

(104,720)
(577,433)
526,692

12,123

(143,338)

(92,780)
467,819
$ 375.039

$ 44,641

195,694
1,432

(2,460)
(7,348)
(875)
(46,084)

3.620

$ 188,620
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CONSOLIDATED PUBLIC WATER SUPPLY DISTRICT NO. 4
CLINTON COUNTY, MISSOURI
NOTES TO FINANCIAL STATEMENTS

NOTE 1 - BUSINESS ACTIVITY

The Consolidated Public Water Supply District #4 of Clinton County was formed in 1979 and
organized as a tax-exempt utility for the purpose of providing water to residents in parts of
Caldwell, Clay, Clinton, and Ray Counties in Missouri. The District was organized by joining
four areas: Northwest Holt, the converse Red Top area, Lake Arrowhead and Paradise, Missouri.

The District is governed by a five-member Board of Directors who manages the affairs of the
District and holds monthly meetings open to the property owners and residents of the District.
The Board of Directors is responsible for appointing a Clerk and a Treasurer, neither of whom
may be members of the Board. Routine maintenance of the waterworks distribution system and
all of the customer service work is provided by an outside contractor.

NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
Basis of Presentation and Accounting

The District’s basic financial statements are presented on the full accrual basis of accounting and
conform to accounting principles generally accepted in the United States of America. The
District has elected under GASB Statement No. 20, Accounting and Financial Reporting for
Proprietary Funds and Other Governmental Activities That Use Proprietary Fund Accounting, to
apply all applicable GASB. pronouncements as well as any applicable pronouncements of the
Financial Accounting Standards Board, the Accounting Principles Board, or any Accounting
Research Bulletins issued on or before November 30, 1989, unless these pronouncements conflict
with or contradict GASB pronouncements.

The accounts of the District are organized on the basis of a proprietary fund type, specifically an
enterprise fund. The activities of this fund are accounted for with a separate set of self-balancing
accounts that compromise the District’s assets, liabilities, net assets, revenues and expenses.
Enterprise Funds account for activities (i) that are financed with debt that is secured solely by a
pledge of the net revenues from fees and charges of the activity; or (ii) that are required by laws
or regulations that the activity’s costs of providing services, including capital costs (such as
depreciation or debt service), be recovered with fees and charges, rather than with taxes or similar
revenues; or (iii) that the pricing policies of the activity establish fees and charges designed to
recover its costs, including capital costs (such as depreciation or debt service).

The accounting and financial reporting treatment applied to the District is determined by its
measurement focus. The transactions of the District are accounted for on a flow of economic
resources measurement focus, With this measurement focus, all assets and all liabilities
associated with the operations are included on the statement of net assets. Net assets (i.e. total
assets net of total liabilities) are segregated into invested in capital assets, net of related debt;
restricted for debt service; and unrestricted components,
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CONSOLIDATED PUBLIC WATER SUPPLY DISTRICT NO. 4
CLINTON COUNTY, MISSOURI
NOTES TO FINANCIAL STATEMENTS

NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

The preparation of financial statements in conformity with generally accepted accounting
principles required management to make estimates and assumptions that affect the reported
amounts of assets and liabilities at June 30, 2012 and revenues and expenses during the year then
ended. The actual outcome of the estimates could differ from the estimates made in the
preparation of the financial statements.

Cash and cash equivalents

For the purpose of the statement of cash flows the District considers all unrestricted highly liquid
debt instruments purchased with a maturity of three months or less to be cash equivalents.

Accounts Receivable

A provision for doubtful accounts has been established for those accounts management feels may
become uncollectible. As of June 30, 2012 and 2011 the balance of the allowance for doubtful
accounts was $7,229, and $4,566 respectively.

Investments

Investments are stated at- fair value, which is the amount at which an investment could be
exchanged in a current transaction between related parties.  Fair values are based on quoted
market prices. No investments are reported at amortized cost. Adjustments necessary to record
investments at fair value are reported in the operating statement as increases or decreases in
investment income.

Inventories

Inventories are valued at cost which approximates market, using the first-in/first-out (FIFO)
method.

Capital assets

The cost of additions to the water system and major replacements are capitalized, Cost of new
water lines and meters includes direct labor and materials. The cost of current repairs and
maintenance is charged to expense. Depreciation is computed on all assets using the straight-line
method over the estimated useful lives of the related assets, which range as follows:

Years
Building and improvements 30
Transmission lines 35-50
Towers and pumphouses 50
Equipment and meters 10
Office equipment and furniture 5-10

10




CONSOLIDATED PUBLIC WATER SUPPLY DISTRICT NO. 4
CLINTON COUNTY, MISSOURI
NOTES TO FINANCIAL STATEMENTS

NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

Income taxes

The District is a political subdivision and as such is exempt from federal and state income taxes.
Compensated Absences

Vacation and sick leave are considered as expenditures in the year paid. The District requires that
vacation time be taken in the year accrued. Any unused sick days are paid to each employee at
the end of the calendar year. Unused vacation does not accumulate.

Net Assets

Net assets comprise the various net earnings from operating income, nonoperating revenues and
expenses, and capital contributions. Net assets are classified in the following three components:

Invested in capital assets, net of related debt — This component of net assets consists of capital
assets, net of accumulated depreciation and reduced by the outstanding balances of any bonds,
mortgages, notes or other borrowings that are attributable to the acquisition, construction or
improvements of those assets.

Restricted — This component of net assets consists of constraints imposed by creditors (such as
through debt covenants), grantors, contributors, or laws or regulations of other governments or
constraints imposed by law through constitutional provisions enabling legislation.

Unrestricted — This component of net assets consists of net assets that do not meet the definition
of “restricted” or “invested in capital assets, net of related debt”.

11




CONSOLIDATED PUBLIC WATER SUPPLY DISTRICT NO. 4
CLINTON COUNTY, MISSOURI
NOTES TO FINANCIAL STATEMENTS
NOTE 3 - CASH AND INVESTMENTS

Cash and equivalents

Cash and investments are presented on the accompanying statement of net assets as of June 30,
2012 and 2011 as follows:

2012 2011
Cash and cash equivalents $ 534,542 $ 375,039
Certificates of deposit 1,346,039 1,134,424
Restricted cash 233,722 229,403
Restricted cash and investments - -
Total cash and investments $2.114.303 1,738,866

All of the District’s cash, certificates of deposit, and restricted cash were deposited into financial
institutions in demand accounts or certificates of deposit. As of June 30, 2012 the carrying
amount of the District’s deposits was $2,114,303 and the bank balance was $2,192,289. As of
June 30, 2011 the carrying amount of the District’s deposits was $1,738,866 and the bank balance
was $1,820,752. The difference between the bank balance and the carrying amount represents
outstanding checks and deposits.

At June 30, 2012 and 2011, the entire outstanding bank balances are collateralized by federal
depository insurance or collateralized by the pledging financial institutions.

Restricted Investments

The District has not formally adopted an investment policy that limits the District’s allowable
investments.

There are no restricted investments of the District at June 30, 2012 and 2011.

12




CONSOLIDATED PUBLIC WATER SUPPLY DISTRICT NO. 4
CLINTON COUNTY, MISSOURI
NOTES TO FINANCIAL STATEMENTS
NOTE 4 - CAPITAL ASSETS

Capital asset activity for the year ended June 30, 2012 was as follows:

Balance Transfers Transfers Balance
July 1 in and out and June 30
2011 additions retirements 2012

Capital assets, not being

depreciated:
Land $ 5,500 $ - $ - $ 5,500
Construction in

Progress - - v - -

Total capital assets not

being depreciated 5.500 - - 5,500

Capital assets, being

depreciated:
Building and improvements 63,136 - - 63,136
Transmission lines 5,766,824 - - 5,766,824
Towers and pumphouses 2,005,695 - - 2,005,695
Equipment and meters 334,146 33,954 - 368,100
Office equipment 44.889 - - 44,889

Total capital assets

being depreciated 8,214,690 33,954 - 8,248,644
Less accumulated
depreciation (2.941,158) (193,762) - (3,134,920)
Total capital assets,
net $5.279.032  $(159.808) S $ 5.119.224

13




CONSOLIDATED PUBLIC WATER SUPPLY DISTRICT NO. 4
CLINTON COUNTY, MISSOURI
NOTES TO FINANCIAL STATEMENTS
NOTE 4 - CAPITAL ASSETS (continued)

Capital asset activity for the year ended June 30, 2011 was as follows:

Balance Transfers Transfers Balance
July 1 in and out and June 30
2010 additions retirements 2011
Capital assets, not being
depreciated:
Land $ 5,500 $ - $ - $ 5,500
Construction in
Progress - - - -
Total capital assets not
being depreciated 5,500 - - 5,500
Capital assets, being
depreciated:
Building and improvements : 63,136 - - 63,136
Transmission lines 5,766,824 - - 5,766,824
Towers and pumphouses 2,005,695 - - 2,005,695
Equipment and meters 229,426 104,720 - 334,146
Office equipment 44,889 - - 44,889
Total capital assets
being depreciated 8,109,970 104,720 - 8,214,690
Less accumulated
depreciation (2,745.464) (195.694) - (2,941,158)
Total capital assets,
net $ 5.370.006 $ (90.974) - $ 5.279.032

NOTE 5 - RESTRICTED CASH

Restricted cash is made up of savings accounts and certificates of deposits of the District. The
various funds are restricted by the terms of the bond agreements. The balances of the individual
accounts at June 30, 2012 and 2011 are as follows:

2012 2011
Debt service fund $ 73,666 $ 74,885
Customer deposits 160.056 154,518
Total $ 233722 $ 229403

14




CONSOLIDATED PUBLIC WATER SUPPLY DISTRICT NO. 4
~ CLINTON COUNTY, MISSOURI
NOTES TO FINANCIAL STATEMENTS

NOTE 6 - LONG-TERM DEBT

At June 30, 2012 the District’s long term debt consisted of the following:

USDA Loan 91-06, bears interest at 4.625%,
payable in monthly installments of $2,736 461,662 473,854

$ 461,662 $ 473,854

Changes to the District’s long-term debt is as follows:

Total long-term debt at beginning of year | $ 473,854 $ 584,503
Note payable retirements (12,192) (110,649)
Total long-term debt at year end 461,662 473,854

Less current portion __ (11,677 (11,150)
Non current portion $ 449,985 $ 462704

Maturities on the long-term debt are as follows:

Year ending

June 30 Principal Interest Total
2013 $ 11,677 $ 21,155 $ 32,832
2014 12,229 20,603 32,832

2015 12,807 20,025 32,832

2016 13,412 19,420 32,832

2017 14,045 18,787 . 32,832
2018-2022 80,832 83,328 164,160
2023-2027 101,816 62,344 164,160
2028-2032 128,248 35,912 164,160
2033-2035 . 86,596 7,121 93,717

$ 461,662 $ 288.695 $ 750357

15




CONSOLIDATED PUBLIC WATER SUPPLY DISTRICT NO. 4
CLINTON COUNTY, MISSOURI
NOTES TO FINANCIAL STATEMENTS

NOTE 7 - COMMITMENTS

On November 17, 2011, the District entered into a thirty-five year water purchase contract with
the City of Plattsburg, Missouri to buy treated water for its customers.

The District also executed a twenty-year water purchase contract on November 7, 2002 with the
City of Lathrop, Missouri, to purchase water at the city’s discretion.

The District has a water sales contract, with a remaining term of twenty four years, to sell water
to Public Water Supply District #3 of Caldwell County, Missouri.

On January 15, 2008, the District entered into a water sales contract, for a term of ten years, to
sell water to Public Water Supply District #3 of Clinton County, Missouri.

On July 17, 2008, the District entered into a water sales contract, for a term of ten years, to sell
water to Public Water Supply District #3 of Clay County, Missouri.

NOTE 8 - CONTINGENCIES
Concentrations of Credit Risk

Financial statements that potentially subject the District to concentrations of credit risk consist
‘primarily of temporary cash investments and trade accounts receivable. The District places its
temporary cash investments with financial institutions and the total amount was covered by
Federal Deposit Insurance Corporation limits or collateral pledged by the financial institutions.
The District receives approximately 8.3% of its revenues from three local water districts. It is
reasonably possible that in the near term these accounts could be lost, which would cause an
impact on the District, however, the District does not expect this to happen.

Risk of Loss

The District is exposed to the risk of loss on its capital assets and employee fraud. This risk is
handled with the purchase of commercial property and liability insurance. During the year ended
June 30, 2012 there were no reductions in insurance coverage from the prior year,

16




