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RUDD&COMPANY.

February 4, 2015

To the Board of Trustees and Management
of the Four Comers County Water & Sewer District

We have audited the financial statements of Four Comers County Water & Sewer District ("District')
for the years ended June 30, 2014 and 2013. Professional standards require that we provide you with
information about our responsibilities under generally accepted auditing standards and Government
Auditing Standards, as well as certain information related to the planned scope and timing of our audit.
We have communicated such information in our letter to you dated August 8, 2014. Professional
standards also require that we communicate to you the following information related to our audit.

Significant Audit Findings

Qualitative Aspects ofAccounting Practices

Management is responsible for the selection and use of appropriate accounting policies. The significant
accounting policies used by the District are described in Note 1 to the financial statements. In 2014, the
District adopted new accounting guidance, GASB Statement No. 65, Items Previously Reported as
Assets and Liabilities. Our opinion is not modified with respect to this matter. We noted no transactions
entered into by the District during the year for which there is a lack of authoritative guidance or
consensus. All significant transactions have been recognized in the financial statements in the proper
period.

Accounting estimates are an integral part of the financial statements prepared by management and are
based on management's knowledge and experience about past and current events and assumptions about
future events. Certain accounting estimates are particularly sensitive because of their significance to the
financial statements and because of the possibility that future events affecting them may differ
significantly from those expected. The most sensitive estimate affecting the District's financial
statements was:

Management's estimate of the allowance for doubtful accounts is based on estimated
collectability of accounts receivable for services. We evaluated the key factors and
assumptions used to develop the estimated allowance in determining that it is reasonable
in relation to the financial statements taken as a whole.

Certain financial statement disclosures are particularly sensitive because of their significance to financial
statement users. The most sensitive disclosure affecting the financial statements was:

• The disclosure of restatement of prior year net position in Note 7 to the financial
statements. These Notes outline the restatement to net position as of June 30,
2012.

The financial statement disclosures are neutral, consistent, and clear.

Difficulties Encountered in Performing the Audit

We encountered no significant difficulties in dealing with management in performing and completing
our audit.

Idaho Falls R.EXBUR.G DRICGS BOZEMAN WEST YELLOWSTONE
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Corrected and Uncorrected Misstatements

Professional standards require us to accumulate all known and likely misstatements identified during the
audit, other than those that are clearly trivial, and communicate them to the appropriate level of
management. The attached schedule summarizes uncorrected misstatements of the financial statements.
Management has determined their effects are immaterial, both individually and in the aggregate, to the
financial statements taken as a whole. In addition, none of the misstatements detected as a result of
audit procedures and corrected by management were material, either individually or in the aggregate, to
each opinion unit's financial statements taken as a whole.

Disagreements with Management

For purposes of this letter, a disagreement with management is a financial accounting, reporting, or
auditing matter, whether or not resolved to our satisfaction, that could be significant to the financial
statements or the auditor's report. We are pleased to report that no such disagreements arose during the
course of our audit.

Management Representations

We have requested certain representations from management that are included in the management
representation letter dated February 4, 2015.

Management Consultations with Other Independent Accountants

In some cases, management may decide to consult with other accountants about auditing and accounting
matters, similar to obtaining a "second opinion" on certain situations. If a consultation involves
applicationof an accounting principle to the District's financial statements or a determination of the type
of auditor's opinion that may be expressed on those statements, our professional standards require the
consulting accountant to check with us to determine that the consultant has all the relevant facts. To our
knowledge, there were no such consultations with other accountants.

Other Audit Findings or Issues

We generally discuss a variety of matters, including the application of accounting principles and
auditing standards, with management each year prior to retention as the District's auditors. However,
these discussions occurred in the normal course of our professional relationship and our responses were
not a condition to our retention.

This information is intended solely for the use of the Board of Trustees and management of Four
Comers County Water & Sewer District and is not intended to be, and should not be, used by anyone
other than these specified parties.

Sincerely,

Rudd & Company, PLLC



AJE# Account

Four Corners County Water and Sewer District
Summary of Proposed Adjustment
For the Year Ended June 30,2014

Debit

1 1160 Unbilled Revenue

4080 Charges for Services
To record currentyear unbilled services.

2 1200 Insfrastructure

2200 Capital Lease Payable
To record capital assetfor infrastructure

3 6900 Depreciation Expense
1202 Accumulated Depreciation

Torecord depreciation expense on infrastructure

4 6901 Interest Expense
2201 Accrued Interest

To record accrued interestfor capital lease

$ 34,937

$ 11,426,626

190,444

301,611

AJE # Account

Four Corners County Water and Sewer District
Summary of Uncorrected Misstatement

For the Year Ended June 30,2014

Debit

1 4080 Water & Sewer User Charges
6801 Monthly Water & Sewer Charges

To remove duplicate invoicingfor bulk water usage

$ 3,293

Credit

$ 34,937

$ 11,426,626

$ 190,444

$ 301,611

Credit

3,293
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RUDD&COMPANY.

INDEPENDENT AUDITORS' REPORT

To the Board of Directors

Four Comers County Water and Sewer District

We have audited the accompanying financial statements of Four Comers County Water and
Sewer District ("the District") as of and for the years ended June 30, 2014 and 2013, and the
related notes to the financial statements, as listed in the table of contents.

Management's Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial statements
in accordance with accounting principles generally accepted in the United States of America; this
includes the design, implementation, and maintenance of intemal control relevant to the
preparation and fair presentation of financial statements that are fi*ee fi-om material misstatement,
whether due to firaud or error.

Auditor's Responsibility

Our responsibility is to express an opinion on these financial statements based on our audit. We
conducted our audit in accordance with auditing standards generally accepted in the United
States of America and the standards applicable to financial audits contained in Government
Auditing Standards, issued by the Comptroller General of the United States. Those standards
require that we plan and perform the audit to obtain reasonable assurance about whether the
financial statements are free from material misstatement.

An audit involves performing procedures to obtain 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
intemal control relevant to 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 intemal 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.

Opinion

In our opinion, the financial statements referred to above present fairly, in all material respects,
the financial position of Four Comers County Water and Sewer District, as of June 30, 2014 and
2013, and the changes in financial position and cash flows thereof for the years then ended in
accordance with accounting principles generally accepted in the United States of America.

IDAHO Falls rexburg BOZEMAN West Yellowstone

3805 Valley Commons Drive, Suite 7 | Bozeman, MT 59718 | 406-585-3393 | www.ruddco.com



Emphasis of Matter

Management has omitted the management discussion and analysis that accounting principles
generally accepted in the United States of America require to be presented to supplement the
basic financial statements. Such missing information, although not a part of the basic fmancial
statements, is required by the Governmental Accounting Standards Board who considers it to be
an essential part of financial reporting for placing the basic fmancial statements in an appropriate
operational, economic, or historical context. Our opinion on the basic financial statements is not
affected by this missing information.

As discussed in Note 1, the financial statements present only the Four Corners County Water and
Sewer District and do not purport to, and do not present fairly the fmancial position of Gallatin
County, as of June 30, 2014 and 2013, the changes in its financial position, or where applicable,
its cash flows for the year ended in accordance with accounting principles generally accepted in
the United States ofAmerica. Our opinion is not modified with respect to this matter.

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated
February 4, 2015 on our consideration of the District's internal control over financial reporting
and on our tests of its compliance with certain provisions of laws, regulations, contracts, and
grant agreements and other matters. The purpose of that report is to describe the scope of our
testing of internal control over financial reporting and compliance and the results of that testing,
and not to provide an opinion 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.

Bozeman, Montana

February 4, 2015



Four Corners County Water and Sewer District
Statements of Net Position

For the Years Ended June 30,

2014 2013

Assets

Current Assets

Cash $ 72,531 $ 81,520
Accounts receivable, net 83,977 75,484
Taxes receivable 36,629 24,421
Unbilled service revenue 34,937 27,498
Due from other governments 16,959 15,703

Total Current Asset 245,033 224,626

Property and Equipment
Water and sewer infrastructure 11,426,626
Less: accumulated depreciation (190,444) -

Total Property and Equipment 11,236,182 _

Total Assets $ 11,481,215 $ 224,626

Liabilities and Net Position

Current Liabilities

Accounts payable $ 67,222 $ 118,630
Accrued interest 301,611 -

Contract payable 50,478 29,999

Total Current Liabilities 419,311 148,629

Long Term Liabilities
Capital lease 11,426,626 -

Total Long Term Liabilities 11,426,626 .

Total liabilities 11,845,937 148,629

Net Position

Net Position, Beginning of Year 75,997 (599,702)
Restatements ofPrior Year (Note 7) - 627,281

Restated Prior Year Net Position 75,997 27,579

Net Increase (Decrease) in Net Position (440,719) 48,418

Net Position, End of Year (364,722) 75,997

Total Unrestricted Net Position (364,722) 75,997

Total Liabilities and Net Position $ 11,481,215 $ 224,626

The accompanying notes are an integral part of these statements.
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Four Corners County Water and Sewer District
Statements of Revenues, Expenses and Changes in Net Position
For the Years Ended June 30,

2014 2013

Increases in Unrestricted Net Position

Operating Revenues
Charges for services $ 876,647 $ 714,432

Total revenue 876,647 714,432

Decreases in Unrestricted Net Position

Operating Expenses
Accounting 32,789 17,065
Bank charges - 1,083
Bad debt 83 2,231
Engineering 14,255 -

hisurance 1,682 1,556
Late charges 40 -

Legal fees 13,300 10,770
Licenses and permits 760 786

Miscellaneous 775 831

Office supplies 1,258 1,751
Operating contract 720,780 720,780
Water and sewer use 815,387 684,932

Total operating expenses 1,601,109 1,441,785

Operating loss (724,462) (727,353)

Non-Operating Revenues (Expenses)
Interest income 2,431 8,471
Depreciation expense (190,444) -

hiterest expense (301,611) -

Theft loss - (3,480)
Property taxes 773,367 770,780

Total non-operating revenues 283,743 775,771

Net Increase (Decrease) in Net Position (440,719) 48,418

Net Position, Beginning of Year 75,997 (599,702)

Restatements ofPrior Year (Note 7) - 627,281

Restated Prior Year Net Position 75,997 27,579

Net Position, End of Year $ (364,722) $ 75,997

The accompanying notes are an integral part of these statements.
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Four Corners County Water and Sewer District
Statements of Cash Flows

For the Years Ended June 30,

2014 2013

Cash Flows From Operating Activities
Receipts from customers $ 860,715 $ 659,685

Payments to suppliers and agencies (1,632,038) (1,485,013)

Net Cash Used by Operating Activities (771,323) (825,328)

Cash Flows From Financing Activities
Tax receipts 759,903 825,830

Interest received on delinquent tax notices 2,431 8,471

Net Cash Provided by Financing Activities 762,334 834,301

Net (Decrease) Increase in Cash (8,989) 8,973

Cash at Beginning ofYear 81,520 72,547

Cash at End of Year $ 72,531 $ 81,520

Reconciliation of Operating Loss to Net Cash
Used By Operating Activities 2014 2013

Operating loss $ (724,462) $ (727,353)
Adjustments to reconcile change in net assets
to net cash used by operating activities:
Increase in operating assets

Accounts receivable (8,493) (47,839)
Unbilled service revenue (7,439) (6,908)

(Decrease) Increase in operating liabilities
Accounts payable (51,408) 12,579

Contract payable 20,479 (55,807)

Net Cash Used by Operating Activities $ (771,323) $ (825,328)

The accompanying notes are an integral part of these statements.
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