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industrial Development Board of the County of Hickman
Management Discussion and Analysis
As Of June 30, 2011

As management of the Industrial Development Board of the County of Hickman (Board), we offer
readers of the Board’s financial statements this narrative overview and analysis of the financial activities
of the Board for the fiscal year ended June 30, 2011.

Overview of the Financial Statements
This Management Discussion and Analysis document introduces the Board’s basic financial statements.

The annual report consists of a series of financial statements. The Statement of Net Assets and the
Statement of Activities (Government-wide Financial Statements) provide information about financial
activities as a whole and illustrate the longer-term view of the Board’s finances. The Governmental
Fund Balance Sheet and Statement of Governmental Fund Revenues, Expenditures and Changes in Fund
Balance (Fund Financial Statement) tell how these services were financed in the short term as well as
what remains for future spending. Fund financial statements also report the operations in more detail
than the Government-wide financial statements by providing information about the most significant
funds. Our auditors have provided assurance in their independent auditor’s report that the Basic
Financial Statements are fairly stated. The auditors regarding the Required Supplementary Information
are providing varying degrees of assurance. A user of this report should read the independent auditor’s
report carefully to ascertain the level of assurance being provided for each of the other parts.

Notes to the Financial Statements
The notes provide additional information that is essential to a full understanding of the data provided in

the Fund Financial Statements.

Financial Analysis of the Government’s Funds

The Board uses fund accounting to ensure and demonstrate compliance with finance-related legal
requirements. The focus of the governmental funds is to provide information on inflows, outflows, and
balances of expendable resources. Such information is useful in assessing the financing requirements.
In particular, unreserved fund balance may serve as a useful measure of a government’s net resources
available for spending as of the end of the fiscal year.

During the year ended June 30, 2011, the Board had total revenue of $21,136, none of which were
contributions from Hickman County, Tennessee. The entity also had total monetary expenditures in the

amount of $602,582.

Debt Administration
At June 30, 2011, the Board had $325,600 in liabilities, all of which was long-term debt. The long-term

debt is down $36,342 from $361,942 at June 30, 2010.



Industrial Development Board of the County of Hickman
Management Discussion and Analysis
As Of June 30, 2011

Property Held for Sale or Lease
Under generally accepted accounting principles (GAAP), there are three (3) properties held available for

sale as of June 30, 2011. These properties are listed below:

Address Acres Appraised Value
Highway 7 14.05 acres available $63,200.00
Rivers Road 48.30 acres available $80,500.00
Rivers Road 8.70 acres available $43,500.00

There is one additional parcel of land that is deeded in the name of the Board. It is properly not
recorded on the financial statements in accordance with GAAP as a direct-financing lease.

Economic Factors and Future Periods
The Board’s overall intent is to identify new land available for purchase, which will help to attract new

industries to Hickman County.

Requests for Information
This financial report is designed to provide a general overview of the Board’s finances for all those with

an interest in the government’s finances. Questions concerning any of the information provided in the
reports or requests or additional financial information should be addressed to the:

Industrial Development Board of the County of Hickman
P.O. Box 888
Lyles, TN 37098
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LARRY HYATT & ASSOCIATES, P.L.L.C.
Certified Public Accountants

Specializing in State and Local Taxes
Gardner Building
5214 Maryland Way ~ Suite 307
Brentwood, Tennessee 37027
Telephone: (615) 690-4340
Facsimile: (615) 690-4350

INDEPENDENT AUDITOR’S REPORT

To the Board of Directors
industrial Development Board of the County of Hickman

We have audited the accompanying financial statements of the governmental activities and the major
fund of the Industrial Development Board of the County of Hickman (the Board), a component unit of
Hickman County, Tennessee, as of and for the fiscal year ended June 30, 2011, which collectively
comprise the Board’s basic financial statements as listed in the table of contents. These financial
statements are the responsibility of the Board’s management. Our responsibility is to express opinions
on these financial statements based on our audit.

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

In our opinion, the financial statements referred to above present fairly, in all material respects, the
respective financial position of the governmental activities and the major fund of the Industrial
Development Board of the County of Hickman, as of June 30, 2011, and the respective changes in
financial position thereof for the year then ended in conformity with accounting principles generally
accepted in the United States of America.

In accordance with Government Auditing Standards, we have also issued our report dated January 13,
2012, on our consideration of the Board’s internal control over financial reporting and on our tests of its
compliance with certain provisions of laws, regulations, contracts, and grant agreements and other
matters. The purpose of that report is to describe the scope of our testing, and not to provide an
opinion on internal control over financial reporting or on compliance. That report is an integral part of
an audit performed in accordance with Government Auditing Standards and should be considered in

assessing the results of our audit.

Accounting principles generally accepted in the United States of America require that the management’s
discussion and analysis on pages 2 through 3 be presented to supplement the basic financial statements.
Such information, although not a part of the basic financial statements, is 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. We have
applied certain limited procedures, which consisted of inquiries of management about the methods of
preparing the information and comparing the information for consistency with management’s responses
to our inquiries, the basic financial statements, and other knowledge we obtained during our audit of



the basic financial statements. We do not express an opinion or provide any assurance on the
information because the limited procedures do not provide us with sufficient evidence to express an

opinion or provide any assurance.
L FPirlcC
s
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January 13, 2012



Industrial Development Board of the County of Hickman
Governmental Fund Balance Sheet/Statement of Net Assets
As Of June 30, 2011

Assets

Cash

Certificates of Deposit
Lease receivable

Property held for sale (Cost)

Total Assets

Liabilities:
Accounts Payable
Due to Hickman County
Noncurrent liabilities:
Note Payable - Due within one year
Note Payable - Due in more than one year
Total Liabilities

Fund Balances/Net Assets

Fund balances:
Reserved for:
Property held for sale
Unreserved
Total Fund Balances

Total Liabilities and Fund Balances

Net Assets:
Unrestricted (Ending Balance from Prior Period)
Total Net Assets

Total Liabilities and Net Assets

See accompanying notes to financial statements.

Governmental Statement of
Fund Adjustments  Net Assets
S 9,040 S - S 9,040
S 114,624 S - S 114,624
S 325,599 S - S 325,599
S 50,538 S - S 50,538
S 499,801 S - S 499,801
S - s -8 -
S . -s -
$ - $ 38353 $ 38353
$ - S 287,247 $ 287,247
S - S 325600 S 325,600
S 50,538
S 449,263
S 499,801
S 499,801

S 174,201
S 173201

S 499,801



industrial Development Board of the County of Hickman

Statement of Governmental Fund Revenues, Expenditures
and Changes in Fund Balances / Statement of Activities

For the Year Ended June 30, 2011

Other Financing Sources
Direct Financing Lease Income
Interest Income

Total Income

Expenditures/Expenses:
Current:

Accounting

Advertising

Hickman County Net Earnings Expenses (See Note 6)
Legal

Office Expense

Meeting Expense
Professional Development
Taxes and Licenses

Debt Service:

Principal

Interest

Total Expenditures/Expenses

Excess of expenditures over revenues
revenues/change in net assets

Fund Balance/Net Assets:
Beginning of period

End of period

See accompanying notes to financial statements.
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Governmental Statement of
Fund Adjustments Activities
S 19,056 $ - S 19,056
S 2,080 § - $ 2,080
S 21,136 § - $ 21,136
S 1,200 S - $ 1,200
S 289 § - S 289
S 576,000 $ - $ 576,000
S 4,435 $ - $ 4,435
S 175 § - S 175
S 482 § - S 482
S 885 § - S 885
S 60 $ - S 60
$ 36,342 5 (36,342) $ -
s 19,056 $ - $ 19,056
8 638,924 $  (36,342) $ 602,582
$ (617,788) S 36,342 $  (581,446)
$ 1,117,589 $ - $ 755,647
s 499,801 § - $ 174,201




Industrial Development Board of the County of Hickman
Notes to Financial Statements
As Of June 30, 2011

Note 1 - Summary of significant accounting policies

The Industrial Development Board of the County of Hickman (the Board) is a nonprofit corporate agency
and instrumentality of Hickman County, Tennessee, organized under Title 7, Chapter 53 of the
Tennessee Code Annotated. The Board was incorporated in 1962. The purpose of the Board is to
promote the industrial development of, and provide additional job opportunities in, Hickman County,

Tennessee.

The Board is a component unit of Hickman County, Tennessee, which is the principal reporting entity
and the primary government. The County is responsible for appointing all of the Board’s directors and
provides its primary funding support.

The Board applies all Governmental Accounting Standards Board (GASB) pronouncements as well as the
Financial Accounting Standards Board pronouncements, unless those pronouncements or opinions
conflict with or contradict GASB pronouncements. The Board is treated as a discrete component unit of
Hickman County since Hickman County may unilaterally control the operations of the Board.

Government-Wide Statements
In the government-wide Statement of Net Assets, the governmental activities are reported on a full

accrual, economic resource basis, which recognizes all long-term assets and receivables as well as long-
term debt and obligations. The government-wide Statement of Activities reports both gross and the net
cost of the Board’s programs. The Statement of Activities reduces gross expenses by related program
revenues. Program revenues must be directly associated with the function.

The Board adopted the provisions of Governmental Accounting Standards Board Statement No. 34 —
“Basic Financial Statements — and Management’s Discussion and Analysis — for State and Local
Governments.” Statement 34 established standards for external financial reporting for all state and
local governmental entities, which includes a statement of net assets, a statement of activities and
changes in net assets. It requires the classification of net assets into three components — invested in
capital assets, net of related debt; restricted; and unrestricted. These classifications are defined as

follows:

Invested in capital assets, net of related debt — This component of net assets consists of capital
assets, including restricted capital assets, net of accumulated dep{recitation and reduced by the
outstanding balances of any bonds, mortgages, notes or other borrowings that are attributable
to the acquisition, construction, or improvement of those assets. If there are significant unspent
related debt proceeds at year-end, the portion of debt is included in the same net assets
component as the unspent proceeds. The Board has no capital assets at June 30, 2010.

Restricted — This component of net assets consists of constraints placed on net asset use
through external constraints imposed by creditors (such as through debt covenants), grantors,
contributors, or laws or regulation of other governments or constraints imposed by law through



industrial Development Board of the County of Hickman
Notes to Financial Statements
As Of June 30, 2011

Note 1 — Summary of significant accounting policies (Continued)

constitutional provisions or enabling legislation. The Board has no restricted net assets as June
30, 2010.

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

Fund Financial Statements
The governmental fund financial statements are presented on the modified accrual basis of accounting.

Under the modified accrual basis of accounting, revenues are recorded when susceptible to accrual (i.e.
both measurable and available). Available means collectible within the current period or within 60 days
after year-end. Expenditures are generally recognized under the modified accrual basis of accounting

when the related liability is incurred.

The financial transactions of the Board are reported in individual funds in the fund financial statement.
Each fund is accounted for by providing a separate set of self-balancing accounts that comprise its
assets, liabilities, reserves, fund balance, revenues, and expenditures. The Board reports the following

funds:

General Fund ~ This fund is used as the general operating fund of the Board, which is used to account
for all financial resources of the Board.

Property Held for Sale or Lease
Property held for sale or lease is recorded at cost, when available. All donated property is recorded at
the estimated fair market value of the land on the date of donation. The cost of property sold is charged

to expense using the specific identification method.

Investments

Investments and other deposits are restricted by State law to deposits with financial institutions and
certain obligations guaranteed by the United States Government. Investments consist of certificates of
deposit in local banks with stated interest rates and are recorded at fair market value.

Federal and State Income Taxes
The Board is exempt from federal and state income tax.

Concentration of Credit Risk
At various times throughout the year, the Company had cash balances at a bank in excess of $250,000,

all of which is insured by the FDIC or the State of Tennessee Collateral Pool.



Industrial Development Board of the County of Hickman
Notes to Financial Statements
As Of June 30, 2011

Note 2 ~ Certificates of Deposit

At June 30, 2011, certificates of deposit consisted of the following:

Description Interest Rate Maturity Date Amount
Certificate of Deposit 1.25% December 1, 2011 $36,994
Certificate of Deposit 0.75% December 7, 2011 12,852
Certificate of Deposit 2.00% October 19, 2011 27,928
Certificate of Deposit 1.50% October 19, 2011 36,850
S114,624

Note 3 — Lease Receivable

On August 1, 2000, the Board entered into a property financing lease contract with Sole Supports, Inc.
(Sole Supports). The lease began September 1, 2000, and originally ended on August 31, 2015. A first
amendment to the aforementioned lease was signed on September 9, 2003, which extends the lease
period to August 31, 2018. Based on the terms of the lease, a note was obtained from a lender, the
proceeds of which were given to Sole Supports for construction of a building. The building has been
completed in agreement with the terms of the lease. Sole Supports makes monthly payments on the
note for $4,617 directly to the lender. The Board records both a net lease receivable from Sole Supports
and a note payable due to the lender. Also, the Board records interest income earned from Sole
Supports along with interest expense attributable to the debt incurred from the project.

Note 4 ~ Property Held for Sale or Lease

The Board owns approximately 71 acres of land in Hickman County, Tennessee, as of June 30, 2011.

Address Acres Cost
Highway 7 14.05 acres available 548,400
Rivers Road 48.30 acres available 1,812
Rivers Road 8.70 acres available 326
$50,538

There is one additional parcel of land that is deeded in the name of the Board. It is properly not
recorded on the financial statements in accordance with GAAP as a direct-financing lease.

Note 5 ~ Long-term Debt

The Board’s current long-term includes a note payable to First Farmers and Merchants Bank, payable in
monthly installments of $4,617. This payment includes interest at 5.75% through September 2018. The
note is secured by a deed of trust for property in Hickman County, Tennessee.

10



industrial Development Board of the County of Hickman
Notes to Financial Statements
As Of June 30, 2011

Note 6 — Net Earnings Payment to County

During the fiscal year ended June 30, 2011, the Board made a payment in the amount of $576,000 to
Hickman County. This amount represents the “net earnings” from prior sales of land donated to the
Board by the County which is required under Tennessee Code Annotated, Title 7, Chapter 53, Section

308. There are currently no net earnings due to the County.
Note 7 — Commitments and Contingencies

The Board has received parcels of land from Hickman County, Tennessee, since its inception. A
reduction of support in this manner could have a significant effect on the future operations of the

Board.

Note 8 — Budget

The Board’s bylaws do not require an annual budget. No budget was prepared for the year ended June
30, 2011, and therefore, no budgetary comparisons are presented.

Note 9 — Adjustments to Governmental Fund Statements
Governmental Fund Balance Sheet to the Statement of net Assets:

The Statement of Net Assets includes the debt related to the capital assets among the liabilities
Of the Board, while the governmental Fund Balance Sheet does not.

Current portion of notes payable S 38,353
Long-term portion of notes payable 287,247
S 325,600

Statement of Governmental Fund Revenues, Expenditures, and Changes in Fund Balance to the
Statement of Activities

Governmental funds record borrowings as revenue and the principal portion of debt repayment
as an expense, while the Statement of Net Assets records borrowings as a liability and the
Statement of Activities records the interest portion of payments as an expense.

Debt service principal S 36,342

11



Industrial Development Board of the County of Hickman
Notes to Financial Statements
As Of June 30, 2011

Note 10 - Exposure

The Board is included under the County coverage for the risks of losses to which it is exposed. These
risks include general liability and property and casualty. There are currently no claims against existing

insurance policies.
Note 11 — Subsequent Events

The Board has evaluated events subsequent to the year ending June 30, 2011. As of the date of this
report, January 13, 2012, no events subsequent to the balance sheet date are considered necessary to
be included in the financial statements for the period ended June 30, 2011.

12
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LARRY HYATT & ASSOCIATES, P.L.L.C.
Certified Public Accountants

Specializing in State and Local Taxes
Gardner Building
5214 Maryland Way ~ Suite 307
Brentwood, Tennessee 37027
Telephone: (615) 690-4340
Facsimile: (615) 690-4350

Report on Internal Controls over Financial Reporting and
On Compliance and Other Matters Based on
An Audit of Financial Statements Performed
In Accordance with Government Auditing Standards

January 13, 2012
To the Board of Directors
industrial Development Board of the County of Hickman

We have audited the financial statements of the governmental activities and major fund of the Industrial
Development Board of the County of Hickman (the Board}, a component unit of Hickman County, Tennessee, as
of and for the year ended June 30, 2011, and have issued our report thereon dated January 6, 2012, We
conducted our audit in accordance with auditing standards generally accepted in the United States of America
and the standards applicable to financial audits contained in Government Auditing Standards, issued by the
Comptroller General of the United States.

Internal Control Over Financial Reporting

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

Our consideration of internal control over financial reporting was for the limited purpose described in the
preceding paragraph 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 discussed below,
we identified a deficiency in internal control over financial reporting that we consider to be a material weakness.

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
internal control such that there is a reasonable possibility that a material misstatement of the Board’s financial
statements will not be prevented, or detected and corrected on a timely basis. We consider the deficiency
2011-1 to be a material weakness.



2011-1 Management oversight of financial reporting

Criteria: Financial statements for all governmental component units are required to be prepared in
accordance with generally accepted accounting principles {GAAP).

Condition: During our audit, we discovered that the financial statements were incomplete. The value of
the property that the Industrial Development Board of the County of Hickman owns was
reported at appraised value and debt was not recorded. Adjustments were made to adjust the
financial statements on accordance with GAAP.

Questioned
Costs: No cost is associated with this condition.

Perspective
Information:  The Board will adjust their internal reporting structure to conform with GAAP.

Effect: Financial statements that are not prepared in accordance with GAAP are less useful to the Board
and provide little information to the other users of the financial statements.

Recommendation:
We recommend that management implement review procedures to ensure that all items are

recorded and reported in conformity with GAAP.

Management’s
Response: Management will continue to gain knowledge as it related to proper financial reporting and

strive to maintain complete and accurate financial records.

Compliance and Other Matters

As part of obtaining reasonable assurance about whether the Board’s financial statements are free of material
misstatement, we 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 our audit, and accordingly, we do not express such an opinion. The results of our tests disclosed no
instances of noncompliance or other matters that are required to be reported under Government Auditing

Standards.

This report is intended solely for the information and use of the Board of Directors and the State of Tennessee
Comptroller of the Treasury and is not intended to be and should not be used by anyone other than these
specified parties.
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