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Independent Auditor’s Report

Honorable Michael Bursey, Mayor and
Members of the Board of Aldermen
Town of Henning, Tennessee

I have audited the accompanying financial statements of the governmental activities, the
business-type activities, each major fund, and the aggregate remaining fund information
of the Town of Henning, Tennessee, as of and for the year ended June 30, 2011, which
collectively comprise the Town of Henning, Tennessee’s basic financial statements as
listed in the table of contents. These financial statements are the responsibility of the
Town’s management. My responsibility is to express an opinion on these financial
statements based on my audit.

I conducted my 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 I 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. I believe that my audit provides a reasonable basis for my
opinion.

In my opinion, the financial statements referred to above present fairly, in all material
respects, the respective financial position of the governmental activities, the business-
type activities, each major fund, and the aggregate remaining fund information of the
Town of Henning, Tennessee as of June 30, 2011, and the respective changes in financial
position and, where applicable, cash flow thereof, and the respective budgetary
comparison for the General Fund and the Solid Waste Fund for the year then ended in
conformity with accounting principles generally accepted in the United States of
America.

In accordance with Government Auditing Standards, I have also issued a report dated
January 2, 2012, on my consideration of the Town of Henning, Tennessee’s internal
control over financial reporting and my 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 my testing of internal control over financial reporting
and compliance and the results of that testing, and not to provide an opinion on the
internal control over financial reporting or on compliance. That report is an integral part
of an audit performed in accordance with Government Auditing Standards and should be
considered in assessing the results of my audit.

Accounting principles generally accepted in the United States of America require that the
management's discussion and analysis on pages 7 through 12 be presented to supplement
the basic financial statements, Such information, although not a part of the basic financial
statements, 1s required by the Governmental Accounting Standards Board, who considers
it to be an essential part of financial reporting for placing the basic financial statements in
an appropriate operational, economic, or historical context. I have applied certain limited
procedures to the required supplementary information in accordance with auditing
standards generally accepted in the United States of America, which consisted of inquires
of management about the methods of preparing the information and comparing the
information for consistency with management's responses to my inquiries, the basic
financial statements, and other knowledge 1 obtained during our audit of the basic
financial statements. I do not express an opinion or provide any assurance on the
information because the limited procedures do not provide me with sufficient evidence to
express an opinion or provide assurance.

My audit was conducted for the purpose of forming opinions on the financial statements
that.collectively comprise the Town's financial statements as a whole. The introductory
section and the other supplementary information section are presented for the purposes of
additional analysis and are not a required part of the financial statements. The other
supplementary information, except for that portion marked "unaudited", are the
responsibility of management and were derived from and relate directly to the underlying
accounting and other records used to prepare the financial statements. The information
has been subjected to the auditing procedures applied in the audit of the financial
statements and certain additional procedures, including comparing and reconciling such
information directly to the underlying accounting and other records used to prepare the
financial statements themselves, and other additional procedures in accordance with
auditing standards generally accepted in the United States of America, In my opinion, the
information is fairly stated in all material respects in relation to the financial statements
taken as a whole. The introductory section and the other supplementary information
marked "unaudited" have not been subjected to the auditing procedures applied in the
audit of the basic financial statements and, accordingly, I do not express an opinion or
provide any assurance on them.

Wi%ﬂﬁ% tggrl/r]non

Ceriified Public Accountant

January 2, 2012



Management’s Discussion and Analysis

As management of the Town of Henning, Tennessee, we offer readers of the Town of
Henning’s financial statements, this narrative overview and analysis of the activities of
the Town of Henning for the fiscal year ended June 30, 2011. We encourage readers to
consider the information presented here in conjunction with additional information that
we have furnished in this report.

Financial Highlights

» The assets of the Town of Henning exceeded its liabilities at the close of the 2011
fiscal year by $3,401,515(net assets). Of this amount $857,189.71 (unrestricted
net assets) may be used to meet the government’s ongoing obligations to citizens
and creditors.

» The Town’s total net assets decreased by $30,970.28.

o As of the close of the current fiscal year, the Town of Henning’s Governmental
Funds reported combined ending fund balances of $66,960.30, a decrease of
$75,141.53 in comparison with the prior year. Approximately $0 of this amount is
available for spending at the Town’s discretion (Unrestricted fund balance).

Overview of the Financial Statements

This discussion and analysis is intended to serve as an infroduction to the Town of
Henning’s basic financial statements. The Town of Henning’s basic financial statements
are comprised of three components: 1) government-wide financial statements, 2) fund
financial statements, and 3) notes to the financial statements. This report also contains
other supplementary information in addition to the basic financial statements themselves.

Government-wide Financial Statements

The government-wide financial statemenis are designed to provide readers with a broad
overview of the Town of Henning’s finances, in a manner similar to a private-sector
business.

The statement of net assets presents information on all of the Town of Henning’s assets
and liabilities, with the difference between the two reported as net assets. Over time
increases or decreases may serve as a useful indicator of whether the financial position of
the Town of Henning is improving or deteriorating.

The staiement of activities provides information showing how the government’s net
assets changed during the most recent fiscal year. All changes in net assets are reported as
soon as the underlying event giving rise to the change occurs, regardless of the timing of
the related cash flows. Thus, revenues and expenses are reported in this statement for
some items that will result in cash flows in future fiscal periods (e.g. uncollected taxes).

Both of the government-wide financial statements distinguish functions of the Town of
Henning that are principally supported by taxes and intergovernmental revenues
(governmental activities) from other functions that are intended to recover all or a



significant portion of their costs through user fees and charges (business-type activities).
The governmental activities of the Town of Henning include general government, public
safety, highways and streets, sanitation, and culture and recreation. The business-type
activities of the Town of Henning include a gas fund and a water and sewer fund.

The government-wide financial statements are found on pages 14 and 15 of this report.
Fund Financial Statements

A fund is a grouping of related accounts that is used to maintain contro! over resources
that have been segregated for specific activities, or objectives. The Town of Henning, like
other state and local povernments, uses fund accounting to ensure and demonstrate
compliance with finance-related legal requirements. All of the funds of the Town of
Henning can be divided into two categories: governmental funds, and proprietary funds.

Governmental Funds are used to account for essentially the same functions reported as
governmental activities in the government-wide financial statements. However, unlike
the government-wide financial statements, governmental fund financial statements focus
on near-term inflows and outflows of spend-able resources, as well as balances of spend-
able resources available at the end of the fiscal year. Such information may be useful in
evaluating a government’s near-term financing requirements.

Because the focus of governmental funds i1s narrower than that of the government-wide
financial statements, 1t is useful to compare the information presented for governmental
Junds with similar information presented for governmental activities in the government-
wide financial statements. By doing so, readers may better understand the long-term
impact of the government’s near term financing decisions. Both the governmental fund
balance sheet and the governmental fund statement of revenues, expenditures and
changes in fund balances, provide a reconciliation to facilitate this comparison between
governmental funds and governmental activities.

The Town of Henning maintains four individual governmental funds. Information is
presented separately in the governmental fund balance sheet and in the governmental
statement of revenues, expenditures, and changes in fund balances for the general fund
and the solid waste fund, which are considered to be major funds. Data from the other
two individual funds are combined into a single, aggregated presentation. Individual fund
data for each of these non-major governmental funds is provided in the form of
combining statements elsewhere in this report.

The Town of Henning adopts an annual appropriated budget for each of the four
governmental funds. A budgetary comparison statement for the general fund is presented
on page 21. Budgetary comparison statements for the other three governmental funds are
presented, beginning on page 43.

The basic governmental fund financial statements can be found on pages 18 through 23.



Proprietary Funds - The Town of Henning maintains two proprietary funds (enterprise
funds); the gas fund, and the water and sewer fund. Enterprise funds are used to report the

same functions presented as business-type activities in the government-wide financial
statements.

Proprietary funds provide the same type of information as the government-wide financial
statements, only in more detail. The proprietary fund financial statements provide
separate information for the gas fund and the water and sewer fund, both of which are
considered to be major funds of the Town of Henning.

The basic proprietary fund financial statements are found on pages 25 through 27 of this
report.

Notes to the financial statements

The notes provide additional information that is essential to a full understanding of the
data provided in the government-wide and fund financial statements. The notes to the
financial statement begin on page 28 of this report.

Government-wide Financial Analysis

As noted earlier, net assets may serve over time as a useful indicator of a government’s
financial position. In the case of the Town of Henning, assets exceeded liabilities by
$3,401,515 at the close of the fiscal year, June 30, 2011.

The largest portion of the net assets is the investment in capital assets (land, buildings,
and equipment) less any related debt used to acquire those assets that is still outstanding.
The Town of Henning uses these capital assets o provide services to citizens;
consequently, these assets are nof available for future spending. Although the Town of
Henning’s investment in its capital assets is reported net of related debt, it should be
noted that the resources needed to repay this debt must be provided from other sources,
since the capital assets themselves cannot be used to liquidate these liabilities.

Table 1 focuses on the net assets of the Town’s govemmental and busmess-type
activities. Table 2 focuses on the changes in net assets of the Town’s governmental and
business-type activities.

Total net assets of the government decreased by $30,970.28 or 1%. Total net assets of
the governmental activities decreased by $39,017 and the business-type activities
increased by $8,047.



Current/Other Assels 3
Capital Assels

Tolal Assels 3
Long-Term Debt 3
Cutstanding
Other Lizbilities 3
Tolal Liabililies 5
Net Assets
Invested in capital 5
assels (net of debt)
Restrictad assets 5
Unrestricted assels 3
Total Net Assals k3

Table 1 - Net Assels

Governmental Activitias

Business-type activities

Tolal Primary Government

2010 201 2010 2011 2010 2011

383,695.37 § 35460387 5 104048110 & 1,170,50567 § 143417647 § 1,525,200.64
455,287.00 490,890.00 2,774,534 67 2,636,243.51 3,229,821.67 3,127,133.51
848,982.37 § 84549397 § _ 3B15,01577 & 380684018 § _ 466389814 %  4,.652.334,15
193,268.00 5 190,413.40 & 746,633.57 § 731,583.00 5 939,902.57 § 921,986.40
251,593.54 § 289.977.67 & 40,016.75 § 38,845.08 5 291,610.29 § 328,522.75
444,862.54 § 480,391.07 5 786,650.32_ % 770428.08 5 _ 1,231,51286 § 1,250,819.15
262,0168.00 300476605  2,027,901.10 § 180466051 & 2289919140 % 2,205,137.11
35,289.60 84,358.81 % 251,484.50 § 254,828.37 5 29077410 % 339,1886.16
102,812.23 -18,733.51 % 748,879.85 § 876,922.22 § 851,702.08 & 857,189.71
404,119.83 365102905  3.028,365.45 § 303641210 § 343248528 S 3.401,515.00

The Town’s total revenues increased by approximaiely $64,648.80 or 4%. Total cost of
all services and programs decreased by approximately $10,297.79 or 1%. The Town’s
revenue increased in the general fund due to an increase in the amount of grants received,
therefore, expenses increased.

Revenues:

Pregram revenues:
Charges for Service &
Grants/Contributions

General Revenues
Taxes
Other General Revenue

Total Revenues 3

Expenses
Generat Governmenl $
Pulslic Safely
Highways/Streets
Culture/Recreation
Inderest on L.T Debi

Water/Sewar
Gas
Tolal Expenses 5
Increasa (decrease) in
Net Assats 5

Tahle 2 - Changes in Net Assets

Governmental Activities

Business-Type Aclivities

Total Primary Governmenl

2010 2011 2010 2011 2010 201
178,532.04 & 205,030.74 5 509,343.49 & 493,448.75 687,875.53 § B698,479.4%
137,370.63 247,750.35 §4,223.48 37,952.12 201,594.11 285,711.47
342,949.66 355,239.47 - - 382,949.66 355,239.47

91.68 53.36 4,111.15 1,787.14 4,202.83 1,840.50
§58,944.01 5 §08,082.92 5 577,678.12 & 533,188.01 1.276.622.13 § _ 1,341,270.93
242,400.72 % 21587011 & - 5 - 24240072 % 215,870.11
224,832.06 238,285.05 - - 224,832.06 238,285,058
204,074.96 224.634.74 - - 204,074.96 224,634.74
128,827.58 168,308.95 - - 128,827.58 168,309.95

- - 383,168.24 327,684.91 383,168.24 327,684.91

- - 199,235.44 197,456.45 199,236.44 197,456.45
800,135.32 3 B4A7.088.85 & 582,403.68 5 525,141.36 1,382,539.00 & _ 1.372,241.21
(104,191.3¢) & {39.016.93) § (4,725.56) % §,046.65 (105,916.87) § (30,970.28)

10



Governmental Activities
Revenues for governmental activities increased by $109,138.91 or 13%. This increase is
primarily due to grants being received. Total expenses increased by $46,964.53 or 5%.

Business-Type Activities

Water & Sewer Fund —
» Total net assets decreased during the current fiscal year by $16,990.98.
» Total operating income increased by $62,629.49 due to a 3% increase in water
rates.
Gas Fund —
e Total net assets decreased during the current fiscal year by $4,128.77 due to a
decrease in gas rates.

Financial Analysis of the Government’s Funds

As noted earlier, the Town of Henning uses fund accounting to ensure and demonsirate
compliance with finance-related legal requirements.

Governmental funds. The focus of the Town of Henning’s governmental funds is to
provide information on near-term inflows, outflows, and balances of spend-able
resources. Such information is useful in assessing the Town of Henning’s financing
requirements. In particular, unreserved fitnd balance may serve as a useful measure of a
government’s net resources available for spending at the end of the fiscal year, At the end
of the cwrent fiscal year, the governmenial funds reported combined ending fund
balances of $66,960.30 or a decrease of approximately $75,141.53. Of this combined
fund balance, approximately $0 is the unrestricted fund balance, which means none is
available for spending at the government’s discretion. The remainder of the fund balance
is reserved to indicate that it is not available for new spending because it has already been
committed or is restricted in the way it may be spent.

The general fund is the chief operating fund of the Town of Henning. At June 30, 2011,
the unreserved fund balance in the general fund was $0. General fund expenditures
increased by $88,272.55 when compared to the prior fiscal year due primarily to the
purchase of air conditioning units bought for Palmer Turner Center.

Budgetary highlights — Total general fund revenues exceeded budgeted revenues by
$2,157.02. Total general fund expenses exceeded budgeted expenses by $13,712.78.

Proprietary finds — The Town of Henning’s proprietary funds provide the same type of
information found in the governmeni-wide financial statements, but in more detail.

11



Unrestricted net assets in the water & sewer fund and gas fund at June 30, 2011 were
$463,591.57 and $413,330.65 respectively.

Capital Assets and Debt Administration

Capital Assets
Tabla 3 - Capital Assets at June 30, 2010
Capital Assets at Year-End
Net af depreciation

Governmental Activilies Business-Type Aciwities Totals

2010 2011 2010 2011 2010 2011
Land & 20,000.00 § 20,000.00 & B5,616.24 3 85,616.24 5§ 105,616.24 § 105,616.24
Buildings/System 435,287.00 470,890.00 2,688,918.43 2,550,627.51 3,124,205.43 3.021,517.51

Total 8 455,287.00 5 480,890.00 $ 2,774,534.67 S 2.,636,243.75 5 3.229,821.67 § 3,127.133.756

Capital assets (net of accumulated depreciation) used in governmental activities increased
approximately $35,603 and capital assets (net of accumulated depreciation) nsed in
business-type activities decreased approximately $138,290.92 in the current fiscal year
compared to the previous fiscal year.

Long Term Debt
Tabla 4 « General Obligafion and Revenue Bonds

Governmenital Activities Business-type Activities Total

2010 2011 2010 2011 2010 011
Geaneral Obligalion Bonds & 193,269,005 190,413.40 % - 5 - 5 193,269.00 3§ 190,413.40
Revenue Bonds - - 746,633.00 731,583.00 746,633.00 731,583.00
Long Term Notes Payable - - - -
Tatal 5 193,269.00 § 190,413.40 % 746,633.00 % 731,583.00 % 93990200 % 921.986.40

At June 30, 2011, the Town of Henning had total debt of $921,996.40.
Economic Factors and Next Year’s Budgets and Rates

The Town’s elected and appointed officials considered many factors when setting the
fiscal year 2011 budget, tax rates, and fees that will be charged for the business-type
activities. One of these factors is the economy. The Town has a high unemployment rate
and does not expect ils tax base to vary significantly from the current year.

Contacting the Town’s Financial Management

This financial report is designed to provide our citizens, taxpayers, customers, investors,
and creditors with a general overview of the Town’s finances and to show the Town’s
accountability for the money it receives. If you have questions about this report or need
additional financial information, contact the Mayor’s office at Town of Henning, Main
Street, Henning, P.O. Box 488, Tennessee 38041.
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ASSETS
Cash - Unrestricted
Certificates of Deposit-Unrestricted
Accounts Receivable - Customers
Accounts Receivable - Other
Grant
Due from DSCC
Due from Other
Prepaid
Inventory - Diesel
Property Tax Receivable - Current
Property Tax Receivable - Prior
Uncollectible Receivable
Restricted Assets:
Cash - Restricted
Certificate of Deposit
Capital Assets (net of accumulated
depreciation)
Land
Buildings and System
Total Assets

LIABILITIES
Accounts payable and other

accrued liabilities
Accrued Salaries
Deferred Property Tax

Total Current Liabilities

Noncurrent liabilities:

Due within one year

Due in more than one year

Total Noncurrent Liabilities

Total Liabilities

NET ASSETS
Invested in capital assets {net of
related debt)
Restricted for:
Palmer Turner Renovations
Heritage Museum
Street Aid
Drug Fund
Meters
Special Projects
Certificate of Deposits-Meter
Certificate of Deposits-Gas
Unrestricted
Tota] Net Assets

The notes to the financial statements are an integral part of this statement.

TOWN OF HENNING, TENNESSEE

STATEMENT OF NET ASSETS
June 30, 2011

Primary Government

Governmental Business-Type
Activities Activities Total
3 46,606.87 665,660.53 8 712,267.40
- 68,969.64 68,969.64
- 31,406.70 31,406.70
9,527.07 - 9,527.07
55,150.00 - 55,150.00
{149,730.43) 149,730.43 -
1,177.06 - 1,177.06
17,624.10 - 17,624.10
209,549.00 - 2()9,549.00
147,770.00 - 147,770.00
(69,757.00) - {69,757.00)
80,687.30 106,035.70 192,723.00
- 148,793.67 148,793.67
20,000.00 85,616.24 105,616.24
470,890.00 2,550,627.27 3,021,517.27
5 845,493.97 §  3,806,B40.18 ¥ 4,652,334.15
5 38,734.67 5 34,807.26 3 73,541.93
- 4,037.82 4,037.82
251,243.00 - 251,243.00
289,977.67 38,845.08 328,822.75
3,359.23 20,265.00 23,624.23
187,054.17 711,318.00 898,372.17
100,413.40 731,583.00 921,996.40
3 480,391.07 5 770,428.08 ¥ 1,250,819.15
3 300,476.60 1,904,660.51 2,205,137.11
44,975.56 44,975.56
2,883.97 2,883.97
35,836.00 - 35,836.00
663.28 - 663.28
9,205.18 9,205.18
27,86(1.88 27.860.88
- 68,969.64 68,969.64
- 148,793.67 148,793.67
(19,732.51) £76,922.22 §57,185.71
3 365,102.90 §  3,036412.10 5 3,401,515.00

14
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TOWN OF HENNING, TENNESSEE
Balance Sheet - Governmenlal Funds
June 30, 2011

OTHER TOTAL
GENERAL SOLID WASTE  GOVERNMENTAL GOVERNMENTAL
ASSETS FUND FUND FUNDS FUNDS
Cash - Unrestricted 8 46,606.87 3 - 5 - 8 46,606.87
Cash - Restricted 47,859.53 5,061.14 33,766.63 86,687.30
Accounts Receivable - -
Inventory of Gasoline - - - -
Inventory ol Diesel 17,624.10 - - 17,624.10
Property Tax Receivable - Current 209,549.00 - - 209,549.00
Property Tax Receivable - Prior 147,770.00 - - 147,770.00
Uncallectible Receivables (69,737.00) - - (69,757.00)
Other Receivables - 9,527.07 - 9,527.07
Due from Other Funds - - 2,732.65 2,732.65
Grant 55,150.00 - - 55,150.00
Prepaid 1,177.06 - - 1,177.06
TOTAL ASSETS 5 455.979.56 & 14,588.21 36,499.28 § 507,067.05
LIABILITIES AND FUND BALANCES
LIABILITIES
Accounts Payuble 8 33,83048 % - 8 - 8 33,830.48
Other Payables 2,350.23 202.10 - 2,552.33
Accrued Interest - - - -
Acerued Salaries - - - -
Due to Other Funds 127,463.08 25,000.00 - 152,463.08
Deferred Revenue - Property Taxes 251,243.00 - - 251,243.00
TOTAL LIABILITIES 5 414,886.79 § 25,202.10 § - % 440,088.89
FUND BALANCES
Nonspendable Fund Balance:
Inventory 17,624.10 - - 17,624.10
Restricted Fund Bolance
Parks & Recreation 44,975.56 - - 44,975.56
Highwuys & Streels - - 35,836.00 35,836.00
Law Enforcement - - 663.28 663.28
Comumitted to: -
Herilage Museum 2,883.97 2,883.97
Tnassigned (24,390.86) {10,613.89 {35,004.75)
TOTAL FUND BALANCES 5 41,092.77 § (10,613.89) § 30,499.28 § 66,978.16
TOTAL LIABILITIES AND FUND BALANCES 5 455,979.56 § 14,588.21 § 36,499.28
Amounts reported for governmental activities in the statement of net essets are different because:
Capital assets used in governmental activities are not financial resources, and therefore are not $ 490,890.00
reparted in the funds.
Other long-term assets are not available to pay for current-period expenditures and, 0.00
therefore, are deferred in the funds.
Long-term liabilities, including bonds payable, are not due and payable in the current period (192,765.20)
and therefore are not reported in the funds.
Net assets of governmental activities 5 365,102.90

The nates to the financial statements are an integral part of this statement.
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TOWN OF HENNING, TENNESSEE
Statement of Revenues, Expenditures, and Changes in Fund Balanees
Governmental Fund Types
For the year ended June 30, 2011

OTHER TOTAL
GENERAL SOLID WASTE GOVERNMENTAL GOVERNMENTAL
FUND FUND FUNDS FUNDS
REVENUES
Current Property Tox 5 152,543.68 % - 5 - & 152,543.68
Public Utility Tax 15,345.82 - - 15,345.82
Property Tax Penalty & Inlerest 721125 - - 7.211.25
Payment in liew of tox - Ripley P&L 5,595.36 - - 3.395.36
Lacal Sales Tox 42,948.84 - - 42,948.84
Whalesale Beer Tax 26,624,903 - - 26,624.93
Business Tax 4,031.42 - - 4,031.42
Cable Franchise Fee 2,239,99 - - 2,239.99
Beer Applientions 400.00 - - 400,60
Building Permits 1,142.00 - - 1,142,00
Payment in licu of tnx - TVA 13,707.17 - - 13,707.17
Stnte Sales Tax 80,598.90 - - 80,598.90
State Income Tax 83.71 - - 83.71
State Beer Tax 316.85 - - 316.85
State Street & Transporiation Tax 2,614.28 - - 2,614.28
Exclse Tax 1,279.04 - - 1,279.04
Sales Partnership 2010 17.86 - - 17.86
Telecommunications 98.23 - - 98.23
Charges for Servies - 120,787.46 - 120,787.46
Fines 43,483.35 - 526.13 44,009.48
Police Department Donations 1,000.0¢4 - - 1,000.60
Jub Recovery 114,878.06 - - 114,878.06
Fire Department Collection 500.00 - - 500.00
Seized Vehicles 350.00 - - 350,00
Palice Salary Supplement 2,365.88 - - 2,365.88
Interest Earnings 30.51 6.77 16.08 5330
Restoration Fee - John Laton 772,94 - - 772.94
Palmer Tumner Center Rent 261.36 - - 26136
Donations - Palmer Tumer Center 1,520.00 - - 1,520.00
Palmer Tumer Coke Mochine 085.40 - - 085.40
Sale of Property 2,548.89 - - 2,548.80
FEMA 16,102.61 - - 16,102.61
Sumimer Food Program 3,73891 - - 3,738.91
Reru) Development Grant/Loan 77,765.00 - - 71,705.00
Grant - Fire 3,000.00 - - 3,000.00
Miscellaneous 24,648.42 - - 24,648.42
State of TN Gasoline Tax (940} - - 22,776.26 22,776.26
State of TN Motor Fuel (941) - - 12,880.88 12,880.88
State Gas Tux (942) - - 356.54 356.54
TOTAL REVENUES 5 650,750.66 5 120,794,23 § 36,555.89 5 B08B,100.78
EXPENDITURES
Administration 5 307,24798 § - 8 - 5 207,247.08
Palice Department 210,771.46 - 1,896.90 212,6G68.36
Fire Department 17,536.59 - - 17,536.59
Street Department 34,900,10 156,422.11 29,956.53 221,278.74
Park und Recreation 324,492,783 - - 224,493.78
TOTAL EXPENDITURES 5 604,9489] § 156422.11 5§ 31,853.43 8 883,224.45
Excess (deliciency) of revenues over (under)
expenditures {44,198.25) (35,627.88) 4,702.46 (75.123.67)
OTHER FINANCING SOURCES (USES)
Transfers In b3 - % 6,345.39 3 - 5 6,345.39
Tronsfers Out 6,345.39 - - 6,345.39
TOTAL OTHER FINANCING SOURCES (USES) 8 634539 § 6,345.32 § - 5 -
NET CHANGE IN FUND BALANCES 8 (50,543.6:4) & {29,282.49) § 4,702.46 s (75.123.47)
FUND BALANCE - Beginning 91,636.41 18,668.60 31,796.82 142,101.83
Priar Periad Adjustment - Nate L S - 5 - % - 5 -
FUND BALANCE - Ending b 41,092.77 § (10,613.89) 8 36,499.28 5 66.978.16

The notes to the finanejal statements are an integral part of this statement.
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TOWN OF HENNING
Reconciliation of the Statement of Revenues,
Expenditures, and Changes in Fund Balances of Governmental Funds
To the Statement of Activities
For the Year Ended June 30, 2011

Amounts reported for governmental activities in the staternent of
activities (page 15) are different because:

Net Change in Fund Balances - total governmental funds (page 19} 5 (75,123.67}

Governmental funds report capital outlays as expenditures.
However, in the statement of activities the cost of those assets is
allocated over their estimated useful lives and reported as
depreciation expense. This is the amount by which capital outlays
were over/ (under} depreciation in the current period.

Acquisition of Capital Assets b 88,356.25
Depreciation Expense (52,753.00) 35,603.25

The issuance of long-term debt {e.g., bonds, leases) provides

current financial resources to governmental funds, while the

repayment of the principal of long-term debt consumes the

current financial resources of governmental funds. Neither

transaction, however, has any effect on net assets. Also,

governmental funds report the effect of issuance costs, premiums,

discounts, and similar items when debt is first issued, whereas

these amounts are deferred and amortized in the statement of

activities. This amount is the net effect of these differences in

the treatment of long-term debt and related items, 2,855.48

Long-term liabilities are not due and payabtle in the current period and
therefore are not reported in the funds.

Compensated Absences (2,351.99)

Change in net assets of governmental activities (See page 13) b (39,016.93)

The notes to the financial statements are an integral part of this statement
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REVENUES

Current Property Tax
Property Tax - Prior
Public Utility Tax
Property Tax Penalty & Interest
Payment in lieu of tax - Ripley P&L
Payment in lieu of tax - TVA
Local Sales Tax
Wholesale Beer Tax
Business Tax
Cable Franchise Fee
Beer Applications
Building Permils
State Sales Tax
State Income Tax
State Beer Tax
Siate Sereet & Transporiation Tax
Excise Tax
Sales Partnership 2010
Telecommunications
Clerks Fee
Fines
Police Department Donations
Joh Recovery
Seized Vehicles
Police Salary Supplement
Highway. Safety Grant
Fire Department Callection
Interest Earnings
Sale of Property
Restoration Fee
Palmer Tumer Center Rent
Donations - Palmer Turmer Center
Palmer Turner Coke Machine
Palmer Turner Grant
Summer Food Program
Miscellaneous
FEMA
Rural Development Grant/Loan
Fire Grant

TOTAL REVENUES

TOWN OF HENNING, TENNESSEE
General Fund
Statement of Revenues, Expenditures, and Changes in Fund Balance

Budget and Actual - Year Ended June 30, 2011

Varjance w/Final
Budgeled Amounts Budget-Favorable

Original Final Actual {Unfuvorsble)
8 190,000.00 & 180,000,000 & 152,543.68 (37.456.32)
16,000.00 16,000.00 15,345.82 (654.18)
£0,000.00 10,000.00 7.211.25 {2,788.73)
7,000.00 7,000.00 5,595.306 {1,404.64)
10,000.00 10,000.00 13,707.17 3,707.17
43,000.00 43,000.00 42,948.84 {51.16)
26,500.00 26,500.00 26,624.93 124.93
1,500.00 1,500.00 4,031.42 2,531.42
2,000.00 2,000.00 2,239.99 239.99
1,000.00 1,000,00 400.00 (600.00)
100.00 100,00 1,142.00 1,042.00
77,000.00 77,000.00 §0,598.90 3,598.90
150.00 150.00 83.71 {66.29)
200.00 200.00 316.85 116.85

e 2.000.00 1-"2,000.00 2,614.28 614.28
5,000.00 I 5,000.00 1,279.04 (3,720.96)

I - A e ] 17.86 17.80
o 20,00 b D 200005 08.23 78.23
100.00 100.00 - (100.00)
~71,000.00 . 71,000,00 43,483.35 (27.516.65)
G ST 11,000.00 1,000.00
108,000.00 108,000.00 114,878.06 6,378.00

g - A FE 350.00 350.00
1,200.00 1,200.00 2,363.88 1,163.88
500,00 1+:.500.00 - (500.00)
- R 500.00 560.00
50.00 50,00 30.51 (19.49)
15,000.00 15,000.00 2,548.89 (12,451.11)
200,00 200.00 772.94 572.94

- 250.00 . 250.00 261.36 11.36
1,500.00 1,500.00 1,520.00 20.00

- R 985.40 985.40
100,000.00 100,000.00 - (100,000.00)

- tino 3,738.91 3,738.91

20,000.00 20,000.00 24,648.42 4,048.42
R 16,102.61 16,102.61

77,765.00 77,765.00

IR 3,000.00 3,000.00
3 709,270.00 b 709,270.00 % 650,750.66 {38,519.34)

The notes to the financial statements ore an integral part of this statement.
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TOWN OF HENNING, TENNESSEER
General Fund
Statement of Revenues, Expenditures, and Changes in Fund Balence
Budget and Aciual - Year Ended June 30, 2011
Vaorinnce w/Final

Budgeted Amounts Budget-Favorable
Original Final Actual {Unfavorable)
EXPENDITURES

ADMINISTRATION:
Mayor and Aldermen Suluries 3 3500000 S 3500000 8 3326000 % 1,740.00
City Attorney 3,600.00 3,600.00 3,937.00 (337.00)
Judpe 7,200.00 7,200.00 7,800.00 {600.00)
Job Recovery Salaries 13,000.00 13,000,00 25,635.56 12,635.56)
City Clerk 35,000.00 35,000.00 29,188.40 5,811.60
Planning Committee - - 700.00 (700.00)
Poyroil Taxes 6,500.00 6,500.00 4,875.54 1,624.46
Workmen's Compensation Insurance - - 125.66 (125.66)
Unemployment Insurance 1,000.00 1,000.00 2,889.65 {1,888.65)
State Litigation Tax 1,400.00 1,400.00 1,409.24 9.24)
Business Tax 4,000.00 4,000.00 135.50 3,864.50
Taxes 300.00 300.00 233.88 66,12
Postage 1,000.00 1,000.00 1,468.67 {466.67)
911 Dispatch 10,000.00 10,000.00 10,000.60 -
Public Notice <1 72,500.00 1 2,500,00 2,910.38 (410.38)
Donations 200.00 - 200.00 - 200.00
Membership Dues . ¢ 5,000.00 ¢+ -5,000,00- 4,216.11 783.89
Uilities - 025,000.00 s 25,000,00 16,822.99 8,177.01
Legal/Accounting 15,900.00 14,400.00 1,500.00
Travel . 1,100.00 383.89 716.11
Employee Medical Expense - e 12500 623.00 (498.00)
Education 500.00 . - 500.00
Miscellaneous - 2,500.00 2,500.00 12,00 2,488.00
Office Supplies- 30.00 -+ +30.00 - 30.00
Copier Lease 4,200.00 4,200,00 3,802.79 397.21
Supplies 7,000.00 7,000.00 15,864.68 (8,864.68)
Bank Charges ¢ 200,00 200,00 - 200.00
City Hall Repairs 3,000.00 3,000,00 2,120.59 879.41
Insurance 11,000.00 11,000.00 13,503.36 (2,503.36)
Local Planning Assistance 5,250.00 5,250.00 5,250.00 -
Computer Maintenance 2,500.00 2,500,L00 3,348.18 (848.18)
Mayor- Gas & Oil - 100.00 100.00 107.91 (7.91)
Building Inspector Salery 5,200.00 5,200.00 - 500.00 4,700.00
Building Inspector - Miscellancous 100.00 100.00 0.00 100.00
Capital Qutlay - .- 1,725.00 (1,725.00)
Tolal Administration Expenditures 5 200.405.00 5 20040500 % 207,247.98 % 2,157.02
POLICE DEPARTMENT e
Salarjes 5 145,000.00 & 14500000 - § 138,31505 & 6,684.95
Animnil Cantrol Supplies - 1,200.00 <1,200.00 - 1,200.00
Payroll Toxes 11,000.00 11,000.00 14,386.44 (3,380.44)
Police Bank Charges 100.00 100.00 22,88 7712
Advertising 200.00 - -200.00 - 200.00
Utilities 300,00 300.00 [,100.21 (800.21)
TIBRS - IR 600.00 {600.00)
Travel . 500.00 500.00 2,500.00 {2,000.00)
Suppfies 2,000.00 2,000.00 12,522.25 (10,522.25)
In Service Training 250.00 *250.00 50.00 200.00
Employee Medical Expense 1,000.00 -1,000.00 1,396.00 (396.00)
Repair/Mainiensnce-Vehicles 12,000.00 12,000.00 2,906.64 9,003.36
Repair/Muintenence 1 500.00 *300.00 1.390.71 (890.71)
Uniforms 1,000.00 1,000.00 1,724.94 (724.94)
Towing - 200.00 200.00 125.00 75.00
Insurance 17,000.00 17,000.00 20,214.44 (3.214.44)
Gas/Gil . 13,500.00 13,500.00 13,516.90 {16.90)
Miscellancons 500.00 500.00 - 500.00
Capital Outlay - - - -
Total Police Department Expenditures 3 206,230.00 8§ 206,250.00 & 21077146 % (4.521.46)

The notes ta the fnaneinl staerments are an integral pirt o7 this statement.
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TOWN OF HENNING, TENNESSEE
General Fund .
Statement of Revenues, Expenditures, and Changes in Fund Balance

Budget and Actunl - Year Ended June 30, 2011

Variance w/Final
Budpeted Amounts Budget-Fravorable
Original Final Actual {Unfavorable)
FIRE DEPARTMENT
Sataries 5 400000 3 4,000.00 346125 % 538.75
Interest Expense - Co- - -
Lilities 2,500.00 2,500.00 3,351.47 (851.47)
Travel & Training 500.00 500.00 - 500.00
Supplies 2,000.00 2,000.00 353.54 1,646.46
Repair/Maintenunce 32,000.00 -2,000.00 1,347.74 652.26
Gas/0il 500.00 500.00 883.84 (383.34)
Insurance 7,500.00 7,500.00 B,138.73 {638.75)
Miscellancous 400.00 © 400,00 - 400.00
Capital Cutlay - - - -
Totnl Fire Department Expenditures 8 1940000 § 19,400.00 1753659 &% 1,863.41
STREET DEPARTMENT
Sularies 8 11,050.00 & 11,050.00 1,041.76 & 8.24
Puyroll Taxes 846.00 B46.00 918.67 (72.67)
Supplics 500.00 L1 1500.00 1,711.42 (1,211.42)
Repair/Maintenance 1,000.00 1,000.00 6,438.14 (5,438.14)
Gas/Oil/Diesel .0 3,600,00 2 :3,600.00 2,020.11 1,579.89
Insurance e 1,500.00 b0 1,500.00 870.00 630.00
Bridge Granl - - 11,900.00 (11,900.00)
Tatnl Street Department Expenditures 5 1849600 § - 18,496.00 34900.10 § (16,404.10)
PARIC AND RECREATION
Sularies 8 B2,155.00 § 82,155.00 76,884.04 3 5,270.96
OASI 6,300.00 6,300.00 6,261.65 3835
Unemployment Insurance - Toe BE.38 (B8.38)
Advertising 50.00 “50.00 - 50.00
Utilities 5,000.00 5,000.00 16,941.92 (11,941.92)
Travel 1 75.00 +75.00 10.00 65.00
Employee Medicnl Expense - s 640.50 (640.50)
Supplies 2,500.00 2,300.,00 10,452.19 (7.952.19)
Uniforms - e - -
Repajrs/Maintenance 100,000.00 -100,000.00 1,645.82 08,354.18
Insurance ~:2,800.00 __12,800.00 3,226.50 (426.50)
Loan Poyment 3,500.00 3,500.00 2,855.48 644.52
Interest 8,200.00 8,200.00 8,695.52 (495.52)
Bunk Charges i 100.00 100.00 185.27 (85.27})
Nutrition Program - Coe 4,166.46 {4,166.46)
Professional Fees - Pemti 3,750.00 (3,750.00)
Palmer Turner [mprovements - - 3,000.00 (3,000.00)
CDBG Home Grants - R 279.70 (279,70}
Miscellaneous 100.00 100.00 - 100.00
Capital Outlay - - 85,409.35 (85,409.35)
Totul Park and Recreation 5 210,780.00 % 210,780.00 22449278 % (13,712.78)
Department Expenditures e -
TOTAL EXPENDITURES 8§ 664,331.00 % 664,331.00 694,94891 § (30,617.91)
Excess of Revenues of Expenditures 44,939.00 44,939.00 (44,198.25) {27,901.43)
OTHER NON DEPARTMENTAL FINANCING SQURCES (USES) S
Transfer to Other Governments 8 25,000.00 % 23,000.00 6,34539 & {18,654.61)
3 25,000.00 § 25,000.00 6,34539 & (18,634.61)
EXCESS OF REVENUES OVER o
(UNDER) EXPENDITURES 5 19,939.00 & 19,939.00 § (50,543.64) § (70,482.04)
FUND BALANCE - Beginning o B 91,636.41
Priar Period Adjustment - Note ' S -
FUND BALANCE - Ending R 5 41,092.77

The notes to the financial statements nre an integral part of this stotement.
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TOWN OF HENNING

Solid Waste

Statement of Revenues, Expenditures and Changes in Fund Balance
(Budget and Actual)

REVENUES

Charges for Services:
Sanitation Collection
Sanitation Penalties
Sale of Equipment

Other:
Interest
Total Revenues

EXPFENDITURES

Public Worles:
Salaries
Payroll Taxes
State Unemployment
Bank Charges
Utility Billing
Supplies
Uniforms
Repairs and Maintenance
Gas and Qil
Legal & Accounting
Employee Medical Expense
Insurance
Miscellaneous
Landfill
Solid Waste Expense
Capital Outlay

Debt Service
Principal
Interest
Total Expenditures

EXCESS OF REVENUES OVER EXPENSES

Other Financing Sources (Uses)
Transfers In
Transfers Out
Total Other Financing Sources (Uses)
Net Change in Fund Balance
FUND BALANCE - Beginning
PRICR PERIOD ADJUSTMENT-See Note L

FUND BALANCE - Ending

$

8

b

8

&

s

For the Fiscal Year Ended June 30, 2011

Varinnce w/Final

The notes to the financial statements are an integral part of this financial statement.
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Budgeted Amounts Budget-Favorable
Original Final Actual {(Unfavorable)
110,000.00 3 116,000.00 5 117,583.44 5 7,5383.44
2,000.00 2,000.00 3,204.02 1,204.02
20.00 20.600 6.77 (13.23)
112,020,00 112,020.00 5 120,794.23 5 8,774.23
19,000.00 $ 19,000.00 5 18,485.25 5 510.75
1,800.00 [,800.00 1,449.88 350.12
300.00 300.00 271.96 28.04
50.00 50.00 182.00 (132.00)
600.00 600.00 48275 117.25
800.00 1,000.00 826.12 173.88
200,00 200.00 - 200.00
250.00 600.00 513.38 §0.62
500.00 500.00 - 500.00
9,900.00 14,400.00 14,400.00 -
4,000.00 2,600.00 2,600.00 -
11,000.00 11,000.00 10,387.58 612,42
105,00:0.00 110,000.00 106,819.19 3,180.81
153,400.00 162,050.00 3 156422.11 b 5,627.89
(41,380.00) $ (50,030.00) 5 (35,627.88) 5 14,402.12
25,000.00 25,000.00 6,345.39 (18,654.61)
25,000.00 25,000.00 6,345.39 {18,654.61)
{16,380.00) §  (25,030.00) 5 (29,282.49) 3 (4,252.49)
$  18,668.60
§  (10,613.89)
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TOWN OF HENNING, TENNESSEE
STATEMENT OF NET ASSETS
Proprietary Funds
June 30, 2011

ASSETS WATER & SEWER GAS
FUND FUND TOTAL
CURRENT ASSETS
Cash b 314,121.86 350,297.81 5 664,419.67
Cash in Bank-Customer Deposits 33,995.93 - 33,995.93
Cash in Bank-LauFayTon 2,232 89 - 2,232.89
Cash in Bank-Water Improvements 26,134.45 - 26,134.45
Cash in Banl-Special Project 40,894.13 - 40,894.13
Cash in Banl--Economic & Community Development 2,778.30 - 2,778.30
Cash in Bank-Banlk Card Utilities 1,240.86 - 1,240.86
Certificate of Deposits - Unrestricted 68,969.64 - 68,969.64
Certificate of Deposits - Restricted 67,425.22 81,368.45 148,793.67
Accounts Receivable-Customers 25,281.17 6,125.53 31,406.70
Due From DSCC - - -
Due From State - -
Due from Other Funds 88,730.43 61,000.00 149.730.43
TOTAL CURRENT ASSETS b 671,804.88 498,791.79 5 1,170,596.67
NONCURRENT ASSETS
Land $ 83,616.24 - 3 83,616.24
Buildings 27,108.12 34,517.81 61,625.93
Plant and Equipment 4,304.430.75 327.318.14 4,721,748.89
Less Accumulated Depreciation (1,964,680.58) (268,066.97) (2,232,747.55)
TOTAL NONCURRENT NET ASSETS $  2,542.474.53 03,768.98 §  2,636,243.51
TOTAL ASSETS £ 3,214,279.41 592,560.77 §  3,806,840.18
LIABILITIES
CURRENT LIABILITIES
Accounts Payable $ 5,237.99 - :3 5,237,99
Bonds & Notes Payeble Current Portion 20,265.00 - 20,265.00
Other Current Paysbles 1,711.05 252.63 1,963.68
Customer Depaosits 24,790.75 - 24,790.75
Accrued Wages 197.76 3,840.06 4,037.82
Due To Other Funds - - -
Due to Laufayton Energy Assistance 2,814.84 - 2,814.84
TOTAL CURRENT LIABILITIES b 55,017.39 4,092.69 3 59,110.08
NONCURRENT LIABILITIES
Bonds Payable - Noncurrent 5 711,318.00 - 5 711,318.00
TOTAL NONCURRENT LIABILITIES § 711,318.00 - 5 711,318.00
TOTAL LIABILITIES § 766,335.39 4.,092.69 5 770,428.08
NET ASSETS
Invested in capital assets - net of related debt 5 1,810,891.53 93,768.98 5 1,904,660.51
Restricted and/or Pledged as Collateral 173,460,92 81,368.45 254,829.37
Unrestricted 463,591.57 413,330.65 876,922.22
TOTAL NET ASSETS § 0 2,447,944.02 588,468.08 5  3,036412.10

The notes to the financial statements are an integral part of this statement.
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TOWN OF HENNING, TENNESSEE
Combining Stztement of Revenues, Expenses and Changes in Fund Net Assets
Proprietary Funds
For the Year Ended June 30, 2011

WATER AND GAS TOTAL
SEWER FUND FUND
OPERATING REVENUES
Charges $  295,623.05 5 184,525.55 480,148.60
Penakties 4,527.13 3,548.50 8,075.63
Tup Fees 700.00 - 700.00
Service Fees 2,704.18 - 2,704.18
Job Recovery Reimbursement 5,925.31 34,063,832 20.991.13
Robest Henning Mentoring 5,409.29 - 5,409,29
Miscellaneous Charges 1,316.16 504.18 1,820.34
Total Operating Revenues 5 316,205.12 8 2132,644.05 328,849.17
OPERATING EXPENSES
Gas Purchases 5 - 3 79,763.69 79,793.69
Gas Consultant - 5,336.35 5,336.35
Depreciation 133,148.77 £,186.00 141,334.77
Salaries 53,458.21 69,126.82 122,583.03
Utilities 28,008.75 2,192,62 30,201.37
Postage 2,135.42 - 2,135.42
Dues 858.40 - 858.40
Travel and Training 067.50 240.00 1,207.50
Employee Medicil Expense . 60.00 91.30 15].50
Repairs and Maintenance 13,851.98 1,324.50 15,176.48
Utility Billing 5,151.92 334376 8.495.68
Supplies 23,093.63 4,380.49 27,474.12
Water Testing Fees [82.00 - 182.00
Equipment Remtal 470,26 470,26
Uniform - 88.90 88.90
Gas, Oil, Diesel 710,46 - 71046
Payroll Taxes 340704 4,816.08 8,313.12
Unemployment Insurance 738.67 402.63 1,141.30
Miscellancous 768.64 - 768.64
Insurance 12,808.47 2,100.40 14,908.87
Inspection Fee 130,00 393.33 52333
Leak Survey - 1,269.38 1,262.38
Legal and Accounting Fees 14,400.00 14,400.00 28,800.00
Bank Charges - -
Computer Expense 237.50 - 237.50
Totul Operating Expmses 5 294,677.62 3 197,456.45 492,134.07
QPERATING INCOME (1.OSS) § 21,527.50 § 15,187.60 36,715.10
NONOPERATING REVENUES (EXPENSES)
Interest Income 3 1,064.31 ) 722.83 1,787.14
Interest Expoense {33,007.29) - {33,007.29)
Total Nonopasting Revenues (Expenses) 5 (31,942.98) ] 712,83 5 {31,220.15)
Net Income {Loss) Before Contributions & Transfer  (10,415.48) b 15,910.43 5 5,404.93
Capital Contributions 5 2,55L70 2,551.70
CHANGE IN NET ASSETS b3 (7,863.78) $ 15,910,43 § 8,046.65

TOTAL NET ASSETS - Beginning 5 2,455,8B07.80 3 372,557.65 5§ 3,028,365.45

PRIOR PERIOD ADJUSTMENT-See Note L 0.00 0.00 .00

TOTAL NET ASSETS - Ending 5 2.447.944.02 §  588,468.08 5 3.036.412.10

The notes to the financisl statements are an integral part of this stotanent.
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TOWN OF HENNING, TENNESSEE
Statement of Cash Flows -
Proprietary Funds
For the year ended June 30, 2011

WATER AND GAS
SEWER FUND FUND TOTALS
CASH FLOWS FROM OPERATING ACTIVITIES
Receipis from customers 5 316,062.96 3 211,103.03 ) 527,165.99
Payments to suppliers (104,554.74) (116,039.50) (220,594.24)
Payments to emplayees {56,955.25) (73,942.90) (130,898.15)
TOTAL CASH PROVIDED BY OPERATING ACTIVITIES 5 154,552.97 $ 21,120.63 5 175,673.60
CASH FLOWS FROM NON-CAPITAL FINANCING ACTIVITIES
Transfers From Other Funds 3 - b 772.85 8 772.85
Transfers To Other Funds 3 {24,889.07) 5 {61,000.00} 5 (85,889.07)
TOTAL CASH FLOWS FROM NON-CAPITAL FINANCING 3 (24,885.07) b (60,227.15) 5 (85,116.22)
ACTIVITIES
CASH FLOWS FROM CAPITAL AND
RELATED FINANCING ACTIVITIES
Interest Expense 3 (33,007.29) 5 - 5 (33,007.29)
Grant 2,351.70 - 2,551.70
Principal payment - bonds & notes {15,050.57) - (15,050.57)
Equipment Purchases/Construction (1,318.61) (1,725.00) (3.043.61)
TOTAL CASH USED BY CAPITAL AND 3 (46,824.77) 8 (1725000 & (48,549.77)
RELATED FINANCING ACTIVITIES
CASIH FLOWS FROM INVESTING ACTIVITIES
Interest Received 5 1,064.31 3 722.83 5 1,787.14
TOTAL CASI1 FLOWS FROM INVESTING ACTIVITIES 5 1,064.31 5 722,83 5 1,787.14
NET INCREASE (DECREASE) IN CASH EQUIVALENTS 5 83,903.44 5 (40,i08.69) % 43,794.75
CASH AND CASH EQUIVALENTS - Beginning of Year 3 337.494.98 5 390,406.50 B 727,901.48
CASH AND CASH EQUIVALENTS - End of Year 5 421,398.42 $  350,297.81 5 771,696.23
Reconciliution of operating income to net cash provided by
operating activities:
Opemting income b 21,527.50 ] 15,187.60 3 36,715.10
Adjustments to reconcile operating income to net cash provided
by opemting activities:
Depreciation 133,148.77 8,186.00 141,334.77
Changes in Assets & Liabilities:
Accounts Receivable (142.16) (1,541.02) {1,683.18)
Accounts Payubie 1,187.64 (2,069.49) (B81.85)
Accrued Wages 197.76 1,357.54 1,555.30
Customer Deposits {1,366.54) - {1.366.34)
Total Cash Provided by Operating Activities 5 154,552.97 L) 21,120.63 3 175,673.60

The notes to the financial statements are an integral part of this statement.
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TOWN OF HENNING
Notes to the Financial Statements
June 30, 2011

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
A. Reporting Entity

The Town of Henning was first chartered in 1901 and operates under a Mayor and Board of
Aldermen system of government. The Town does not exercise oversight responsibility over any
other entities that should be incorporated into these statements.

B. Government-wide and Fund Financial Statements

The government-wide financial statements (i.e., the statement of net assets and the statement of
changes in net assets) repart information on all of the nonfiduciary activities of the primary
government and its component unit. For the most part, the effect of interfund activity has been
removed from these statements. Governmental activities, which normally are supported by taxes
and intergovernmental revenuss, are reported separately from business-type activities, which rely
to a significant extent on fees and charges for support.

The statement of activities demonstrates the degree to which the direct expenses of a given
function or segment are offset by program revenues. Direct expenses are those that are clearly
identifiable with a specific function or segment. Program revenues include 1) charges to
customers or applicants who purchase, use, or directly benefit from goods, services, or privileges
provided by a given function or segment and 2) grants and contributions that are restricted to
meeting the operational or capital requirements of a particular function or segment. Taxes and
other items not properly included among program revenues are reported instead as general
reventes.

Separate financial statements are provided by governmental funds and proprietary funds. The
Town has no fiduciary funds. Major individual governmental funds and major individual
enterprise funds are reported as separate columns m the fund financial statements.

C. Measurement Focus, Basis of Accounting, and Financial Statement Presentation

The Town has adopted GASB Statement 34, Basic Financial Statements and Muanagement
Discussion and Analysis — for State and Local Governments, and related interpretations issued
through June 30, 2003. Statement 34 required certain changes in terminology, format, and
content, as well as inclusion of the management’s discussion and analysis as required
supplementary information,

The accounting policies of the Town conform to accounting principles generally accepted in the
United States of America applicable to governments as defined in the pronouncements of the
Governmental Accounting Standards Board (GASB), Financial Accounting Standards Board
(FASB) Statements and Interpretations, Accounting Principle Board (APB) Opinions, and
Accounting Research Bulletins (ARBS), issued on or before November 30, 1989. After this date
the Town has elected to apply only the GASB pronouncements.
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The governmeni-wide financial statements are reported using the economic resources
measurement focus and the accrual basis of accounting, as are the proprietary fund staternents.
Revenues are recorded when earned and expenses are recorded when a liability is incurred,
regardless of the timing of related cash flows. Property taxes are recognized as revenues in the
year for which they are levied. Grants and similar items are recognized as revenue as soon as all
eligibility requirements imposed by the provider have been met.

Governmental fund financial statements are reported using the current financial resources
measurement focus and the modified accrual basis of accounting. Revenues are recognized as
soon as they are both measurable and available. Revenues are considered to be available when
they are collectible within the current period or soon enough thereafter to pay liabilities of the
current period. For this purpose, the government considers revenues to be available if they are
collected within 60 days of the end of the current fiscal period. Expenditures generally are
recorded when a liability is incurred, as under accrual accounting. However, debt service
expenditures, as well as expenditures related to compensated absences and claims and
judgments, are recorded only when payment is due.

Proprietary funds distinguish operating revenues and expenses from non-operating jtems.
. Operating revenues and expenses generally result from providing services and delivering goods
m connection with the proprietary fund’s principal ongoing operations. The principal operating
revenues of the utilities are charges for sales to customers for sales and service. Operating
expenses for the proprietary funds include the cost of sales and services, administrative expenses,
and depreciation on capital assets. All revenues and expenses not meeting this definition are
reported as non-operating revenues and expenses.

Property taxes associated with the current fiscal period are considered to be susceptible to
accrual and so have been recognized as revenues of the current fiscal pertod. All other revenue
items are considered to be measurable and available only when cash is received by the
government.

As a general rule the effect of interfund activity has been eliminated from the government-wide
financial statements. Exceptions to this general rule are payments-in-lieu of taxes and other
charges between the government’s water and sewer function and various other functions of the
government, Elimination of these charges would distort the direct costs and program revenues
reported for the various functions concerned.

When both restricted and unrestricted funds are available for use it is the Town’s policy to use
restricted resources first and then unrestricted resources as necessary.

The government reports the following major governmental funds:

The general fund is the government’s primary operating fund. It accounts for all
financial resources of the general government, except those required to be accounted for
in another fund. The selid waste fund accounts for the Town’s trash collection and
disposal.



The government reports the following major proprietary finds:

The water and sewer fund operates the water and sewage distribution system. The gas
fund operates the gas distribution system.

D. Assets, liabilities, and net assets or equity.

Deposits and investinents

The Town’s cash and cash equivalents are considered to be cash on hand, demand deposits, and
short-term investments with original maturities of three months or less from the date of
acquisition.

State statutes authorize the Town to invest in certificates of deposit, obligations of the U.S.
Treasury, agencies, insirumentalities and obligations guaranteed as to principal and interest by
the United States or any of its agencies, repurchase agreements, and the Tennessee local
government investment pool.

Receivables and payables

Activity between funds that are representative of lending/borrowing arrangements outstanding at
the end of the fiscal year are referred to as either “due to/from other funds™ (i.e., the current
portion of interfund loans) or “advances to/from other funds™(i.e. the non-current portion of
interfund loans). Receivables and payables classified as “due from related organizations” and
“due to related organizations” are made up of transactions between individual funds of the Town
of Henning,.

Trade receivables listed on the utilities’ balance sheet result from unpaid billings for services to
customers, approximately one month’s billing.

Property taxes are levied annually on January 1. The taxes are due and payable from the
following October through February 28th in the year succeeding the tax levy. An unperfected
lien attaches by statute to property on March 15, for unpaid taxes from the prior year’s levy.
Taxes uncollected for one year past due are submitted to the Chancery Court for collections. Tax
liens become perfected at the time the court enters judgment.

A receivable for the annual tax levy is recorded on October 1 each year. The portion of the tax
levy deemed to be available to finance current period expenditures is recorded as current period
revenues with the balance recorded as deferred revenues.

Inventories

Government fund inventories of gasoline and diesel are stated at cost, using the first-in/first-out
(FIFQ).

Restricted assets

Three certificates of deposit in the Gas Fund are reported as restricted assets on the balance sheet
because their use is limited as they are pledged for a line of credit.
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Capital assets

Capital assets, which include property, plant, equipment, and infrastructure assets (e.g., roads,
bridges, sidewalks, and similar items), are reported in the applicable governmental or business-
type activities columns in the government-wide financial statements. Capital assets are defined
m the governmental funds as assets with an initial, individual cost of more than $5,000 (amount
not rounded) and an estimated useful life in excess of two years. Such assets are recorded at
historical cost or estimated historical cost if purchased or constructed. Donated capital assets are
recorded at estimated fair market value at the date of donation. The proprietary funds define
capital assets, which include property, plant, equipment, and construction in progress, as assets
with an initial individual cost of more than $500 and an estimated useful life in excess of five
years. Such assets are recorded at historical cost or estimated historical cost if purchased or
constructed. Assets acquired through contributions from developers or other customers are
capitalized at their estimated fair market value at the date of donation. The Town of Henning
elected not to report major general infrastructure assets retroactively.

The costs of normal maintenance and repairs that do not add to the value of the asset or
materially extend assets’ lives are not capitalized. Major outlays for capital assets and
improvements are capitalized as projects are constructed. Interest incurred during the
construction phase of capital assets is included as part of the capitalized value of the assets
constructed.

Property, plant, and equipment of the primary government, as well as the component unit, are
depreciated using the straight line method over the following estimated useful lives:

Assets Years Assets Years
General plant 5 — 40 years Treatment plant 10 ~ 50 years
Distribution plant 10 — 50 years Buildings 50

Building improvements 20 Vehicles 5

Office equipment 5 System infrastructure 30

Public domain infrastructure 50

Compensated Absences

The compensated absence policy as passed by the board in December 2005 is summarized as
follows:
e There is no comp time
e Vacation policy — One week’s vacation after one year for full-time employees. Two
week’s vacation time after two years. Three weeks vacation time after 5 years; and four
weeks vacation time after ten years service. All vacation time must be taken yearly
except for employees with over 10 years of employment who may carry over no more
than 4 weeks vacation.
o One day sick time per month for full-time employees.
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Long-term obligations

In the government-wide financial statements, and proprietary fund types in the fund financial
statements, long-term debt and other long-term obligations are reported as liabilities in the
applicable governmental activities, or proprietary find type statement of net assets. Bond
premiums and discounts, as well as issuance costs, are deferred and amortized over the life of the
bonds using the effective interest method. Bonds payable are reported net of the applicable bond
premium or discount. Bond issuance costs are reported as deferred charges and amortized over
the term of the related debt.

Net assets/Fund Equity
In the proprietary funds, equity is classified as net assets and displayed in the following three
components:

» Invested in capital assets, net of related debt — Consists of capital assets, net of
accumulated depreciation and reduced by the outstanding balances of any bonds that
are attributable to the acquisition, construction, or improvement of thosé assets; debt
related to unspent proceeds or other restricted cash and investments is excluded from
the determination,

» Restricted for debt service — Consists of net assets for which constraints are placed
thereon by external parties, such as lenders, grantors, contributors, laws, regulations
and enabling legislation, including self-imposed legal mandates, less any related
liabilities.

» Unrestricted — All other net assets that do not meet the description of the above
categories.

In the fund financial statements, the government has not implemented policies and procedures
for the governmental fund balance using committed and assigned fund balances.

NOTE 2 - RECONCILIATION OF GOVERNMENT-WIDE AND FUND FINANCIAL
STATEMENTS.

A. Explanation of certain differences between the government fund balance sheet and the
government-wide statement of net assets.

The governmental fund balance sheet includes a reconciliation between fiund balance — total
governmental funds and net assets — governmental activities as reported in the government-wide
statement of net assets. The details of this $298,124.74 difference are as follows:

Capital assets used in governmental funds are not financial
resources and therefore are not reported m the funds, $ 490,890.00

Liabilities, including bonds payable, are not due and payable
In the current period and therefore are not reported in the funds ~ (192,765.26)

$298,124.74



B. Explanation of certain differences between the governmental fund statement of
revenues, expenditures, and changes in fund balances and the government-wide statement
of activities.

The govemmental fund statement of revenues, expenditures, and changes in fund balances
includes a reconciliation between net changes in fund balances — total governmental funds and
changes in net assets of governmental activities as reported in the government-wide statement of
activities. The details of this § 36,124.60 difference are as follows:

Repayment of bond principal is an expenditure in governmental
funds, but the repayment reduces long-term liabilities in the
statement of net assets. New debt is a revenue in governmental

funds.
New Debt 5 -0-
Compensated Absences (2,334.13)
Repayment 2.855.48 § 52135

Governmental funds report capital outlays as expenditures.
In the statement of activities the cost of those assets is allocated
over their estimated useful lives and reported as depreciation

expense:
Capital outlays & 88,356.25
Less depreciation (_ 52.,753.00) 3 _35.603.25

5 36,124.60

NOTE 3 - STEWARDSHIP, COMPLIANCE, AND ACCOUNTABILITY
A. Budgetary information

Annual budgets are adopted on a basis consistent with generally accepted accounting principles
for all governmental funds and special revenue funds. All annual appropriations lapse at fiscal
year end. The appropnated budget is prepared by fund, function and department. Transfers of
appropriations require the approval of the Town Board. The legal level of budgetary control
(i.e., the level at which expenditures may not legally exceed appropriations) is the department
level. As an extension of the budgetary process, the Board may transfer or appropriate additional
funds for expenditures not anticipated at the time of the budget adoption. The Board amended
the budget at the end of the fiscal year.

NOTE 4 - DETAILED NOTES ON ALL FUNDS

A. Deposits and Investments

Deposits - The Town has cash and certificates of deposit exceeding $250,000 with a local bank
that participates in a collateral pool. At year-end, the Town’s carrying amount of deposits was

$904,990.40. Of the balance, $250,000 was insured by FDIC and the remainder was covered by
the Tennessee State Collateral Pool. State statutes authorize the Town to invest in certificates of
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deposit, obligations of the U. S. Treasury, agencies, instrumentalities and obligations guaranteed
as to principal and interest by the United States or any of its agencies, repurchase agreements,
and the Tennessee Local Government Investment Pool.

Cash Flows — “Cash and Cash Equivalents” on the Statements of Cash Flows is comprised of
cash and certificates of deposit with a maturity date no greater than three months.

Cash and Temporary Cash Investments consisted of the following:

Cash Certificates of Deposit
(less than 3 mos. Maturity)
General Fund $ 94,466.40 -0-
Special Revenue 38,827.77 -0-
Gas Fund 350,297.81 -0-
Water & Sewer 471,398.42 -0-
$ 904,990.40 5 -0-

B. Receivables

Property Tax - The Town’s property tax is levied each October 1 on the assessed value listed as
of the prior January 1 for all taxable real and personal property located in the Town. Assessed
values are established by the State of Tennessee at the following rates of assumed market value:

Public Utility Property 40%
Industrial & Comm. Property
Real 40%
Personal 30%
Residential Property 25%

The property tax rate for the current year is $2.10 per $100 of assessed valuation. Taxes are due
by February of the following year,
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C. Bonds and Notes Payable
The bonds payable, current and non-current portions, represent the balance due of bonds issued

for the purpose of constructing and improving the water and sewer system. Actual amounts
payable at June 30, 2011 are:

1978 Public Works Water Bonds - These bonds bear interest at the rate of five per cent per

annum, the principal is payable semiannually on January 1 and July 1 of each year until maturity
as follows:

Flscal "1‘97N8u\‘?\‘f”éterBonds(Ql-OI)

YearFnd Principal ' Interest ‘
2012 . % B70750: % 16950
2013 . 914832 125168
B T . ) 18854

o015 853272 . 30197
 Totals  § 36000000 8 403469

1995 Water bond - Bonds were issued March 10, 1995 with a principal amount of $129,000.
The interest rate is 5.25%. The bonds are being repaid with monthly payments in the amount of
$655 each, which began 4-10-95. These bonds were issued through the Farmers Home
Administration. Principal Payments are as follows:

Fiscal | 1995 FHA Water Works Bond (91-02)

YearEnd = |Principal ‘ Interest

12 % 260767 § 525033
2013 ! 2,750.16 5,109.84
20014 . 028808 0 49192

L2015 308882 480608
006 321817

0172021
| 2022-2026

2453447 | 14765.53

| 20272031 3188086 | 741914
- 2032-2036 . 11,404.13 : 480.45

Tomls § 10122843 1§ 6785615
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2004 Water Revenue and Tax Bond — The Town issued bonds through Rural Development
Corporation with a principal amount of $530,000. The interest rate is 4.25%. The bonds are
being repaid by the Water & Sewer Fund with monthly payments of $2,348, including principal
and interest, and will mature in 2043. Principal payments are as follows:

Fiscal ' 2004 Water Rev. and Tax Bond (91-04),

Year Fnd Principal ¢ lnterest

2012 0 1 F 748474 8 20,691 76\}
2013 7809950 | 20,366.05

014 814839 20,027.61
2015 0 850156 19,674.44
2016 1930603

. 7017—2071 [ ST S -
20222026 | 6238396 | 7849604

2027- 7712541 63,754.59
| .’037 2036 L. 9330320 4552968
| 2037-2041 11788177 22,998.23
(20422046 46240931 . 177634
20472051 -
 Totals = § 49025715 B  403,040.12

USDA Loan #91-10 - The Town issued bonds through Rural Development Corporation with a
principal amount of $111,000. The interest rate is 4.50%. The bonds are being repaid by the
Water & Sewer Fund with monthly payments of $510, including principal and interest, and will
mature in 2044. Principal payments are as follows:

Flscal Loan #9]-10 ‘
YearEnd 5 Principal Interest

___20]2______3 § 146557 b 4.654.43
U= N 1932 e HOBTBS
Gl T w0 a0

L2005 167614 444386

006 L35 436685

2017-2021 10,050.3 L 20,54961

20222026 . 12,581.05 ... 18,01895

: '2077—7031 : 15, 748, 90 14,851.10

20322036 1971439 .. 1088561
20372041 5,921,60
20422046 1 13,295, 13 723.82
20472051

Totals 1§ T04,097.77 % 9352118
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USDA Loan #97-06 - The Town issued bonds through Rural Development Corporation with a

principal amount of $114,100. The interest rate is 4.25%. The bonds are being repaid by the
General Fund with annual payments of $6,106, including principal and interest, and will mature
in 2042. Principal payments are as follows:

CFiscal | $114,100 General Obl. Bond(97-06) "

- Year End [ Principal _Interest :
202 % 192930 % 417670
2013 201129 409471
2014 2,096.77 4,009.23 -
2015 2,185.88 3,920,12 |
L2me 217901 392699
120172021 12,396.09 | 18,133.91 ¢
$2022-2026 ¢ 1532532 1520468 .
20272031 1894673 1158327

' 2032-2036 - 2342387
- 20372041 ¢ 17,967.20 1,75838
Total @ § 9846146 . § 73914121

USDA Loan #97-08 - The Town issued bonds through Rural Development Corporation with a

principal amount of $100,000. The interest rate is 4.375%. The bonds are being repaid by the
General Fund with annual payments of $5,445, including principal and interest, and will mature
in 2043. Principal payments are as follows:

F]SCEI] $100 000 Genem! Obl Bond (97- DB)
Year End i Principal ' . Interest
2012 5 142993 8 401507
2013 1,492.49 | 395251
2014 - 155779 . 388721
2005 . 162504 381906
77017 7071_:‘” , : o 9,613,3 17 611 7073
20222026 1190844 1531656
. 20272031 ° 1475153
: 7037—7036 N 18,273 41 8,951.59
| 2037-2041 226361020 458888
- 2042-20d6 697521 383.44
20472051 . f ‘
Total .~ § 0195194 '§ 7876171
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D. Capital Assets

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

Beginning Prior Period Ending
Balance Adjustments Balance
Primary Government June 30, 2010 Increases Cecreases (See Note 1) June 30, 2011
Governmental Activities:
Capital assets - not being
depreciated - land 3 20,000 § - 5 - - 20,000
Capital assets - being
depreciated:
Buildings $ 714,452 § - % - - 714,452
Equipment 312,521 88,356 - - 400,877
Total Capital Assets
being depreciated 3 1026973 § BB356 § - - 1,115,329
Less accumulated depreclation (591,686) (62,753) - - {644,439)
Total Capital Assets Being
Depreciated (Net) $ 435287 § 35603 % - - 470,890
Governmental Activities:
Capital Asseis (Net) 3 486,287 § 35603 % - - 490,890
Depreciation expense for the current fiscal year: Administration 8,013
Public Safety 9,302
Cuiture/Recreation 32,082
Public Works 3,356
Total 52,753
Business-type Activities: -
Capital assets - not being depreciated
Land $ B5616 § - % - - 85,616
Capital assets - being
depreciated:
Buildings 59,901 1,728 - - 61,626
Plant & Equipment 4,806,046 1,319 - (85,616) 4,721,748
Total capital assets being
depreciated 3 4865947 % 3,044 3§ - (85,616) 4,783,374
Less accumulated depreciation (2,091,412 (141,335) - - {(2,232,747)
Total Capital Assets Being
Depreciated (Net) 5 2,774,538 § {138,291) % - (85,616) 2,550,628
Total Capital Assets {Net) ] 2,860,151 {13B,291) - (85,616) 2,636,244
Depreciation expense for the current fiscal year: Water & Sewer Fund 133,149
Gas Fund B,186
Total Depreciation Expense - Business-type Activities 141,335
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E. Interfund Receivables and Payables

Due From: Due To: Amount
General Fund State Street Aid $ 2,732.65%*
General Fund Water & Sewer $ 63,730.43*
(General Fund Gas $ 61,000.00#
Solid Waste Water & Sewer $ 25,000.00##

*$25,000 ~ loan to General Fund for Operation, $40,286.00 — Grant money
deposited into General Fund which should have been Water & Sewer,

** $2,732.65 was deposited into the General Fund for State Gasoline tax which should have been
transferred to State Street Aid.

# The General Fund had to borrow $61,000 from the Gas department for operations.

## The Solid Waste had to borrow $25,000 from the Water and Sewer Dept. for operations.

F. Changes in Notes Payable and Proprietary Fund Bonds

Balance Balance
7-1-10 Additions Retirement 6-30-11
Proprietary Fund Notes & Bonds

$ 746,633.57 § 000 $(15,050.57) $731,583.00
General Fund Notes & Bonds

$193,268.88 $ 000 $( 2,855.48) $190,413.40

G. Risk Management

The government is exposed to various risks of loss related to torts; theft of, damage to and
destruction of assets; errors and omissions; and natural disasters for which the government
carries commercial insurance. There has been no significant reduction in insurance coverage
from the previous year and settlements have not exceeded insurance coverage for each of the
past three fiscal years.

H. Compensated Absences
Beg, Balance Additions Subtractions End Balance

General Fund b -0- $2,351.86 5 -0- $2,351.86
Water & Sewer 2.482.52 1,357.54 -0- 3.840.06
Total Compensated Absences $ 2,482.52  $3,709.40 $ 0-  $6.191.92

1. Expenditures Compared to Budget
General Fund — Expenditures exceeded their budget in all departments except the administrative
and fire departments.

J: Subsequent Events
The subsequent events have been evaluated through December 31, 2011, which is the date the financial
statements were available to be issued. There were no significant events noted.
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TOWN OF HENNING, TENNESSEE
Combining Balance Sheet - Nonmajor Governmental Funds

June 30,2011
ASSETS
STATE DRUG
STREET AID FUND TOTALS
Current Assets
Casli and Cash Equivalents §  33,103.35 5 663.28 33,766.63
Accounts Receivable - - 0.00
Pue From General Fund 2,732.65 - 2,732.65
TOTAL ASSETS § 35,836.00 3 663.28 36,499.28
LIABILITIES AND FUUND BALANCE
LIABILITIES
Accounts Payable 5 - L - -
TOTAL LIABILITIES § - 3 - -
FUND BALANCES
Restricted Fund Balance:
Highways and Streets 5 35,836.00 3 - 35,836.00
Law Enforcement - 663.28 663.28
Total Fund Balance $ 35,836.00 % 663.28 36,499.28
TOTAL LIABILITIES AND b 35,836.00 g 663.28 36.499.28
FUND BALANCES

The notes to the financial statements are an integral part of this statement,
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TOWN OF HENNING, TENNESSEE
Combining Statement of Revenues, Expenses and Changes in Fund
Balance - Nonmajor Governmental Funds
For the Year Ended June 30, 2011

STATE DRUG
STREET AID - FUND
REVENUES '
Interest Income 5 16.08 B -
State of TN Gasoline Tax {940} 22,776.26 -
State of TN Motor Fuel (941) 12,880.88 -
State Gas Tax (942) 356.54 -
Fines - 520.13
TOTAL REVENUES $ 36,029.76 5 526.13
EXPENDITURES
Street Lights 3 29,391.55 8 -
Street Improvements - -
Supplies - 675.00
Repairs and Maintenance 564.98 -
Capital Qutlay - 1,221.90
TOTAL EXPENDITURES ‘ 5 29,556.53 5 1,896.90
EXCESS (DEFICIT) OF REVENUES
OVER EXPENDITURES S 6,073.23 5 (1,370.77)
FUND BALANCE - Beginning 29,762.77 2,034.05
FUND BALANCE - Ending § 35,836.00 5 663.28

The notes to the financial statements are an integral part of this statement.
42

TOTAL

16.08
22,776.20
12,880.88
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31,853.43

4,702.46
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TOWN OF HENNING, TENNESSEE
State Street Aid Fund (Special Revenue Fund)
Stutemnent of Revenues, Expenditures, and Changes in Fund Balunce -
Budget and Actual - For the year ended June 30, 2011

Variance w/Final

Budgeted Amounts Budget-Favorable
Original Final Actual {Unfavorable)
REVENUES
Interest [ncome 5 50.00 b 50.00 5 16.08 b (33.92)
State of TN Gasoline Tax (940) 11,000.00 11,000.00 22.776.26 11,776.26
State of TN Motor Fuel (941) 16,000.00 i6,000.00 12,880.88 (3,119.12)
State Gas Tax (942) 2,500.00 2,5300.00 356.54 (2,143.46)
TOTAL REVENUES 3 29,550.00 29.550.00 §  36,029.76 $ 6,479.76
EXTENDITURES
Street Lights §  32,000.00 32,000.00 §  29,391.55 h 2,608.45
Street Improvements - - - -
Repairs & Mainlenance 2,000.00 2,000.00 364.98 1,435.02
Public Works - - - -
Capital Outloy - - - -
TOTAL EXPENDITURES §  34,000.00 34,000.00 © % 29.956.53 5 4,043.47
EXCESS (DEFICITY OF REVENUES
OVER EXPENDITURES 5 (4,450.00) 5 (4,450.00) b 6,073.23 b 10,523.23
FUND BALANCE - Beginning 29.762.77
FUND BALANCE - Ending $ 3583600

The notes to the financial statements are an integral part of this statemant.
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TOWN OF HENNING, TENNESSEE
Drug Fund (Special Revenue Fund)
Statement of Revenues, Expenditures, and Changes in Fund Balance
For the year ended June 30, 2011

Variance w/Final

Budpeted Amounts Budget - Favorable
Original Final Actual {Unfavorable)
REVENUES
Fines 3 1,200.00 S 1,200.00 $ 536.13 {673.87)
TOTAL REVENUES 3 1,200.00 8 1,200.00 8 536.13 (673.87)
EXPENDITURES
Supplies 5 - § - 8 675.00 {675.00)
Informants - - - -
Uniforms - - - -
Repairs/Maintenance 1,300.00 1,000.00 - 1,000.00
Capital Outlay - - 1,221.90 (1,221.50)
TOTAL EXPENDITURES 5 1,600.00 b 1,000.00 B 1,896.90 (896.90)
EXCESS (DEFICIT) OF REVENUES
OVER EXPENDITURES b 200.00 8 200.00 5 (1,370.77 (1,570.77)
FUND BALANCE - Beginning 3 2,034.05
FUND BALANCE - Ending 5 663.28

The notes to the financial statements are an integral part of this statement.
44



TOWN OF HENNING, TENNESSEE
CAPITAL ASSETS USED IN OPERATION OF GOVERNMENTAL FUNDS
BY SQURCE
For the year ended June 30, 2011

GOVERNMENTAT FUNDS CAPITAL ASSETS

20,000.00
267,130.02
§48,199.00

Land 5
Buildings
Equipment

TOTAL GOVERNMENTAL FUNDS CAPITAL ASSETS 3

1,135,320.02

INVESTMENT IN GOVERNMENTAL FUNDS CAPITAL ASSETS

General Fund Revenues kN 494 703.00
Drug Fund Revenues 8,143.00
Revenue Sharing Fund Revenues 30,092.00
State Grants 284,832 .24
Federal Grants B 304,675.00
Antirecession Fiscal Assistance Fund Revenues ‘ 799.00
State Street Aid Fund Revenues : ' 1,085.00
Individual Contributions e A 11,000.00

TOTAL INVESTMENT IN GOVERNMENTAL FUNDS $ 1,135,320.24

CAPITAL ASSETS

The notes to the financial statements are an integral part of this statement,
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TOWN OF HENNING, TENNESSEE
CAPITAL ASSETS USED IN OPERATION OF GOVERNMENTAL FUNDS
BY SOURCE
For the year ended June 30, 2011

GOVERNMENTATL FUNDS CAPITAT ASSETS

20,000.00
267,130.02
848,199.00

Land 3
Buildings
Equipment

TOTAL GOVERNMENTAL FUNDS CAPITAL ASSETS 5

1,135,329.02

INVESTMENT IN GOVERNMENTAL FUNDS CAPITAT ASSETS

General Fund Revenues 3 493,481.00
Drug Fund Revenues 9,365.00
Revenue Sharing Fund Revenues 30,092.00
State Grants 284.832.24
Federal Grants 304,675.00
Aantirecession Fiscal Assistance Fund Revenues 799.00
State Street Aid Fund Revenues 1,085.00
Individual Contributions 11,000.00

TOTAL INVESTMENT IN GOVERNMENTAL FUNDS 5 1,135,320.24

CAPITAL ASSETS

The notes to the {inancial statements are an integral part of this statement.
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Date

10/20/2010

6/28/2011

10/26/2010

TOWN OF HENNING, TENNESSEE

Schedule of Operating Transfers
For the Fiscal Year ending June 30, 2011

From To Amount
Gas Fund General Fund 21,000.00
Gas Fund General Fund 40,000.00
Water & Sewer Fund Solid Waste Fund 25,060.00

The notes to the financial statements are an integral part of this statement.
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Town of Henning Tennessee
Schedule of Unaccounted For Water -~ Unaudited
June 30, 2011

(All amounts in gallons)

A, Water Treated & Purchased

B. Water Pumped (Potable) 49,414,000

C. Water Purchased 0

D. Total Water Treated & Purchased 49,414,000

{Sum Lines B & C)

E. Accounted for Water

F. Water Sold 21,837,300

G. Metered for Consumption (in house usage) 0

H. Fire Department(s) Usage 0

I Flushing 0

J. Tank Cleaning, Filling 2,620,800

K. Street Cleaning 0

L. Bulk Sales 0

M. Water Bill Adjustments/ plus or (minus} 0

N. Total Accounted for Water 24,458,100
(Sum Lines F through Vi)

0. Unaccounted for Water 24,955,900
(Line D minus Line N)

P. Percent Unaccounted for Water 50.504%
(Iine O divided by Line D x 100)

Q. Other (explain) : 0

Explain Other: 0

All amounts included in this schedule are supported by decumentation an file at the water system.
If no support is on file for a line item or the [ine item is not applicable, a "0" is shown.

The notes to the financial statements are an integral part of this statement.
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TOWN OF HENNING
GENERAL GOVERNMENT PROPERTY TAX REVENUE BY SOURCE
Last Nine Fiscal Years

Fiscal Current Year Public Prior Year Penalty &

Year Property Tax Utility Tax Collections Interest Total
2011 $ 136,208.00 $§ 1534582 5 2832400 § 7,211.25 § 187,089.07
2010 § 130,112.00 § 1564650 § 5145800 § 10,72227 § 207,939.17
2009 $ 137,891.00 8§ 1574920 § 22,978.00 § 9.412.04 § 186,030.24
2008 $ 12817750 § 1576404 § 3810572 § 1490401 § 19695127
2007 $ 121,879.80 § 1832193 § 2821566 3§ 3,431.57 '3 171,848.96
2006 $ 106,82799 § 9.665.53 § 18,02131 $ 477132 § 139,286.15
2005 5 110,49049 % 11,51521 § 40,47531 § 9,162.99 § 171,644.00
2004 $ 9570638 § 1343878 § 11,391.96 § 321477 8 123,751.89
2003 5 112,41246 § 1349728 § 21,433.85 § 7.446.81 5§ 154,790.40
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TOWN OF HENNING, TENNESSEE
Water and Sewer Fund
Schedule of Utility Rates in Force
For the year ended June 30, 2011

Period
3/1/11 1o 6/30/11
Per 1000

gallons Minimum

Period
/1710 to 2/28/11

WATER Per 1000

Water (Class 22) gallons Minimum

First 3,000 gallons b 18.31

3001-5000 gallons b 5.20

5000-8000 gallons b 4.83

> 8000 gallons h 4.46

Water (Class 23)

First 3,000 gallons $ 20.80

3001-5000 b 5.20

5001-8000 h) 4.83

>8000 h] 4.46
Number of water customers at year end 435
SEWER 100% of water rate

Water (Class 22)

First 3,000 gallons $ 19.31

3001 to 5000 b 5.20

5000 to 8000 b 4.83

>8000 3 4.46
Number of sewer customers at year end 407

GAS FUND
Schedule of Utility Rates in Force
For the year ended June 30, 2011
Per 10 cu. Feet Minimum

Residential $ 1.38 Plus § 6.91
Special Residential 3 1.48 Plus § 7.79
Commercial $ 1.34 Plus § 12.43
Number of gas customers at year end # 213

=5

=3

=2

$ 19.89
5.36
4.97
4.59

5.36
4.97
4.59

435

100% of water rate

$ 19.89
5.36
4.97
4.59

407

The notes to the financial statements are an integral part of this statement.
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TOWN OF HENNING, TENNESSEE
Schedule of Insurance

June 30, 2011

Company/Policy No.
Effective Dates: Type of Coverage Premium Premium
TML Risk Management Pool
TML-0566-13 General Liahility, Law Enforcement $38,356.00
9/4/10-9/4/11 Liability, Errors or Omissions, Auto

Liability & Auto Physical Damage
TML TMP-3146-10 Plfoperty ' $12,775

9/4/10-9/4/11

TML TWC-0576-13 Workers Comp $19,987
8/2/10-8/2/11

RLI Surety DRS1065535 Public Official Fidelity Bond $ 350
2/8/10-2/8/11
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Land

Buildings

Plant & Equipment
Accumulated Depreciation

TOTAL ASSETS

Plant & Equipment

Building

Accumulated Depreciation

TOTAL ASSETE

The notes to the financial statements are an integral part of this statement.

$

TOWN OF HENNING, TENNESSEE

Water and Sewer Fund
Utility Plant in Service

For the year ended June 30, 2011

BALANCE
June 30, 2010 ADDITIONS RETIREMENTS
85,616.24 b (.00 0.00
27,108.12 .00 0.00
4,393,112.14 1,318.61 0.00
(1,831,531.32) (133,148.77) 0.00
2,674,305.18 b (131,830.16) 0.00
TOWN OF HENNING, TENNESSEE
Gas Fund
Utility Plant in Service
Far the year ended Fune 30, 2011
BALANCE
June 30, 2010 ADDITIONS RETIREMENTS
327318.14 $ 0.00 0.00
32,792.81 1,725.00 0.00
(259,880.97) (8,186.00) -
100,229.98 b (6,461.00) 0.00
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BALANCE
June 30, 2011

85,616.24
27,108.12

4,394,430.75

(1,964,680.09)

2,542,475.02

BALANCE
June 30, 2011

327,318.14

34,517.81

(268,066.97)

93,768.98




TOWN OF HENNING, TENNESSEE

SCHEDULE OF CHANGES IN PROPERTY TAXES RECEIVABLE (Real & Personal)
For the year ended June 30, 2011

CURRENT PRIOR
TOTAL YEAR YEARS
Property Taxes Receivable -
Real and persenal - July 1, 2010 $ 315,579.00 3 172,527.00 5 143,052.00
Adjustments
Adjustments
Less collections (164,532,00) (136,208.00) (28,324.000
8 151,047.00 5 36,319.00 5 114,728.00
Transfer balance of current year to prior yr. - (36,319.00) 36,319.00
5 151,047.00 b - 5 151,047.00
Taxes levied - 2011 173,230.00 173,230.00 -
Adfjustment 33,042.00 - 33,042.00
Property Taxes Receivable - June 30, 2011 5 357,319.00 B 173,230.00 3 184,089.00

Property Taxes Receivable Classified as:

Current Receivables 5 36,319.00
Deferred Revenue - (2004,2005,2006,2007,2008,2009.) 78,013.00
Deferred Revenue - ( 2011 assessment due 10/1/11) 173,230.00
Uncollectible Accounts G9,757.00
Total Property Taxes Receivable 3 357,319.00

The notes to the financial statements are an integral part of this statement.
02



INTERNAL CONTROL AND

COMPLIANCE SECTION



VWilliam M. Harmon

Certified Public Accountant P.O. Box 491, 117 N. Main St.
Ripley, TN 38063-491
Tel. (731) 635-3791
Fax (731) 635-3626
williamharmoncpa.com

REPORT ON INTERNAL CONTROL OVER FINANCIAL REPORTING AND ON
COMPLIANCE AND OTHER MATTERS BASED ON AN AUDIT OF FINANCIAL
STATEMENTS PERFORMED IN ACCORDANCE WITH GOVERNMENT AUDITING
STANDARDS

Honorable Michael Bursey, Mayor &
Members of the Board of Aldermen
Town of Henning, Tennessee

[ have audited the financial statements of the governmental activities, the business-type
activities, each major fund, and the aggregate remaining fund information of the Town of
Henning, Tennessee, as of and for the year ended June 30, 2011, which collectively comprise the
Town of Henning, Tennessee’s basic financial statements and have issued my report thereon
dated January 2, 2012. I conducted my 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.

Internal Control Over Financial Reporting

In planning and performing my audit, I considered the Town of Henning, Tennessee’s internal
control over financial reporting as a basis for designing my auditing procedures for the purpose
of expressing my opinions on the financial statements, but not for the purpose of expressing an
opinion on the effectiveness of the Town of Henning, Tennessee’s internal control over financial
reporting. Accordingly, I do not express an opinion on the effectiveness of the Town of Henning,
Tennessee’s internal control over financial reporting.

My consideration of internal control over financial reporting was for the limited purpose
described in the preceding paragraph of this section and was not designed to identify all
deficiencies in internal control over financial reporting that might be significant deficiencies, or
material weaknesses and therefore, there can be no assurance that all deficiencies, significant
deficiencies, or material weaknesses have been identified. However as described in the
accompanying schedule of findings and recommendations, I identified certain deficiencies in
internal control over financial reporting that I consider to be material weaknesses and other
deficiencies that we consider to be significant deficiencies.
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A deficiency in internal control exists when the design or operation of a control does not allow
management or employees, in the normal course of performing their assigned functions, to
prevent, or detect and correct misstatements on a timely basis. A material weakness is a
deficiency, or a combination of deficiencies, in intemal control such that there is a reasonable
possibility that a material misstatement of the entity’s financial statements will not be prevented,
or detected and corrected on a timely basis. 1 consider the deficiency described in the
accompanying schedule of findings and recommendations as 2011-3 to be a material weakness.

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. I consider the deficiency described in the accompanying schedule of findings
and questioned costs as 2011-1 to be a significant deficiency in internal control over financial
reporting,

Compliance and Other Matters

As part of obtaining reasonable assurance about whether the Town of Henning, Tennessee’s
financial statements are free of material misstatement, T performed tests of its compliance with
certain provisions of laws, regulations, contracts, and grant agreements, noncompliance with
which could have a direct and material effect on the determination of financial statement
amounts. However, providing an opinion on compliance with those provisions was not an
objective of my audit, and accordingly, I do not express such an opinion. The results of my tests
disclosed instances of noncompliance which are described in the accompanying schedule of
findings and recommendations as 2011-4.

The Town of Henning, Tennessee’s responses to the findings identified in my audit is described
in the accompanying schedule of findings and recommendations. I did not audit the Town of
Henning, Tennessee’s response and, accordingly, I express no opinion on it.

This report is intended solely for the information and use of the audit committee, management,
board of aldermen, and federal awarding agencies and pass-through entities and is not intended
to be and should not be used by anyone other than these specified parties.

William M. Harmon
January 2, 2012
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TOWN OF HENNING, TENNESSEE

SCHEDULE OF FINDINGS AND RECOMMENDATIONS
Year Ended June 30, 2011

STATUS OF PRIOR YEAR FINDINGS:

2010-1 Segregation of Duties (Internal Control) (Significant Deficiency)
See current year finding 2011-1.

2010-2 Property Taxes Receivable
See current year finding 2011-2

CURRENT YEAR FINDINGS
2011-1 Segregation of Duties (Significant Deficiency)

Condition: Due to the size of the entity there is inadequate segregation of duties between the
various accounting functions.

Criteria: Adequate segregation of duties is important in order to implement internal controls and
maintain adequate safeguards over Town assets

Effect: There is risk of potential for misstatement of the financial statements,

Recommendation: I recommend that the Town continue to monitor its internal control functions
and 1mplement as much segregation of duties as practical utilizing the current personnel and
accounting services as well as management,

Response: We are aware of this situation and feel that we have implemented as much segregation
of duties as possible utilizing our current staff. We will continue to look for ways to improve this
situation in the future.

2011-2 Property Taxes Receivable

Condition: The situation involving the property taxes receivable from the Choctaw Association
began during a prior adminisiration. The Choctaw Association built housing units in the city limits
and signed an agreement with the Town of Henning to pay a payment in lieu of taxes, The county
tax assessor did not agree with this and when property taxes are assessed these housing units are on
the property tax rolls for approximately $5,000 per year. These taxes are showing in the “unpaid
list” and carried in the receivables as the property tax assessor will not agree to an adjustment and
states that the county intends to collect their portion of the taxes.

Criteria: The Town 1s required to collect and enforce its legal property tax assessment.

Effect: The Town continues to lose potential tax revenue but yet must maintain services to this
property within the Town’s municipal limits.

Recommendation The Town’s attorney should pursue this matter until this situation is resolved.
At that fime an adjustment can be made to the general ledger to correct the receivables.

Response — We have discussed this with our attorney’s and continue to work to find a resolution to
this issue.
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TOWN OF HENNING, TENNESSEE

SCHEDULE OF FINDINGS AND RECOMMENDATIONS
Year Ended June 30, 2011

2011-3 One Signature on Checks (Material Weakness)
Condition: There were several instances where checks were signed with only one signature.

Criteria: The Tennessee City Manual Title 5, Chapter 11, Section 7 states in part “Municipal
officials should ensure that.... two authorized signatures are required for all checks™.

Effect: There is potential for unauthorized disbursements.
Recommendation: [recommend that all checks be signed with two authorized signatures.

Response: The mayor was aware of the checks that were signed with only one signature.
Sometimes it is difficult if someone is out of town to get the required two signatures but we will
ensure that this is done in the future,

2011-4 General Fund Expenditures Exceeded Budget (Compliance)
Condition: The general fund expenditures exceeded the approved budget.

Criteria: The legally adopted budget gives the Town authority to spend money and cannot be
exceeded.

Effect: Exceeding the legally adopted budget is a potential violation of State and local law
regarding budgeting and expenditures.

Recommendation: I recommend that all expenditures be checked against the budget and if
necessary budget amendments made to revise the budget in light of any new circumstances.

Response: The Town had numerous additional expenditures related to several grants as well as the
Job Recovery funds for payroll. We will maintain our expenditures within the legally adopted
budget in the future.
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