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INDEPENDENT AUDITORS® REFORT

Maury County Board of Public
Utilities Water System
Maury County, Tennessee

We have audited the accompanying financial statements of the Maury County Board of Public Utilities Water System
(the "System"), a discrete component unit of Maury County, Tennessee, as of and for the year ended June 30, 2012, as
listed in the table of contents as pages 3 through [0. These financial statements are the responsibility of the System's
management. Our responsibility is to express an opinion on these financial statements based on our audit,

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

In our opinion, the financial statements referred to above present fairly, in all material respects, the financial position
of the Maury County Board of Public Utilities Water System, as of June 30, 2012, and the respective changes in financial
position, and cash flows 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 a report dated September 6, 2012, on our
consideration of the System's internal control over financial reporting and on our tests of its compliance with certain
provisions of laws, regulations, contracts, and grant agreements and other matters. The purpose of that report is to
describe the scope of our testing of internal control over financial reporting and compliance and the results of that testing,
and not to provide an opinion on the internal control over financial reporting or on compliance. That report is an integral
part of an audit performed in accordance with Govermment Auditing Standards and should be considered in assessing
the results of our audit.

Our audit was conducted for the purpose of forming an opinion on the financial statements taken as a whole. The
accompanying financial information listed in the table of contents as supporting schedules, pages 11 through 14, is
presented for purposes of additional analysis and is not a required part of the financial statements of the Maury County
Board of Public Utilities Water System. Such information, except for that portion marked "unaudited”, on which we
express no opinion, has been subjected to the auditing procedures applied in the audit of the financial statements and,
in our opinion, is fairly presented in all material respects in relation to the financial statements taken as a whole.

Maury County Board of Public Utilities Water System has not presented the Management’s Discussion and Analysis that
accounting principles generally accepted in the United States has determined is necessary to supplement, although not
required to be part of, the basic financial statements.

- L /) Aﬁ ;.éff’.» {Z’ﬂ%u/m y F/ Z"L__»
0 .> / /

Columbla, Tennessee
September 6, 2012
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MAURY COUNTY BOARD OF PUBLIC UTILITIES WATER SYSTEM

(A DISCRETE COMPONENT UNIT OF MAURY COUNTY, TENNESSEE)

Current Assets
Cash
[nvestments
Accouats receivable - frade
Inventory
Interest receivable on investments
Retainage deposits - Baron Dow

Total Current Assets

Uitility Plant, Property. and Equipment
Land
Building
Water grid and improvements
Equipment
Construction in progress

Less accumulated depreciation
Net Utitity Plant

Restricted Investments
Customer deposits (contra)

Current Linbilities
Accounts payable
Accrued anaual leave
Retainage payabie
Contracts payable
Current portion long-term dehbt

Total Current Liabilities

Other Liabilities
Customer deposits - {contra)

Long-Term Debt
SRF loan - 2003-065
SRF loan - 2007-072
Rural Development loan

Total Long-Term Debt

Net Assets

Invested in capital assets - net of related debt

Reserved for bond repayment
LUinrestricted

Total Net Assets

STATEMENT OF NET ASSETS
JUNE 30. 3013

ASSETS

LIABILITIES AND NET ASSETS

The accompanying notes are an integral part of these financial statements.,

3-

5 3,510,416
1935278

251,280

02,838

25,200

12.324

6.847.336

502,909
233,477
29,439,967
778,237
464.436
31,419,026

(6626885
24.792 141

34360

i 31,673 837

$ 2,850
22,434

16,218

70,103

290.746

34.360

3,124,645
1,321,080
2,727.421

- TI73.146
16,908,249
1,650,000
5,505,731

e 24.063.980

b 31.673.837



MAURY COUNTY BOARD OF PUBLIC UTILITIES WATER SYSTEM

(A DISCRETE COMPONENT UNIT OF MAURY COUNTY. TENNESSEE)

STATEMENT OF REVENUES. EXPENSES AND CHANGE IN NET ASSETS

Operating Revenue
Water sales
New tap sales
Penalties
Other fees and revenue

Total Operating Revenue

Operating Expenses
Water purchases
Operation salaries
Office salaries
Advertising
Continuing education
Contract services
Credit card fees
Depreciation
Dues and fees

Employee insurance and benefits

Engineering fees

Insurance

Legal and professional fees
Line relocation
Miscellaneous

Office expense

Repairs and maintenance
Supplies

Taxes

Telephone and office utilities
Travel reimbursement
Truck expense

Utilities - pump stations
Uniforms

Total Operating Expenses

Net Operating Income

Nonoperating Revenue/(Expenses)

Interest income on investments
Interest income on cash deposits
Interest expense

Total Nonoperating Revenue/(Expenses)

Change in Net Assets
Net Assets - Beginning of Year

Net Assets - End of Year

The accompanying notes are an integral part of these financial statements,

YEAR ENDED JUNE 30, 2012

& 3,316,989
133,300

61,608

86.013

1,118,702
366,373
162,952

265
4,538
28,118
2,923
631,003
5,989
[18,104
13,807
45,754
32,027
81,270
28,297
38,899
34,476
33,449
43,482
12,020
2,832
34,192
63,521
4.669

3,947,662
650,248
35,207
34411
(231.852)
162.234)
488,014
23.575.966

$__24.063.980



MAURY COUNTY BOARD OF PUBLIC UTILITIES WATER SYSTEM

(A DISCRETE COMPONENT UNIT OF MAURY COUNTY. TENNESSEE)

STATEMENT OF CASH FLOWS

YEAR ENDED JUNE 30. 2012

Cash Flows From Operating Activities
Receipts from customers
Payments to suppliers
Payments to employees
Other operating receipts
Other operating expenses

Net cash provided by operating activities
Cash Flows From Capital and Related Financing Activities
Principal payments on long-term debt
Interest paid on long-term debt
Cash payments for the purchase of plant assets
Net cash used in capital and related financing activities
Cash Flows From Investing Activities
Interest received on cash deposits
Cash paid for investments
Net cash provided by investing activities
Net decrease in cash

Cash, Beginning of Year

Cash, End of Year

Reconciliation of Operating Income (Loss) to Net Cash Provided (Used) by

Operating Activities

Operating Income

Adjustments to reconcile operating income to net cash provided (used) by

operating activities:

Depreciation

Changes in assets and liabilities:
Receivables, trade
Prepaid expenses
Other liabilities
Accrual and customer deposits
Inventory

Net cash provided by operating activities

The accompanying notes are an integral part of these financial statements.

5.

$ 3,525,059
(1,118,702)
(549,188)
86,013

__ (687.232)

1.255.950
(283,152)
(231,852)
(797.488)

(1.312.492)

69,618
(35.207)

34.411
(22,131)
3.544.871

$ 3.522.740

$ 650,248

631,003

8,492
44,758
(28,126)
(15,194)
(35.231)

§ 1.255950



MAURY COUNTY BOARD OF PUBLIC UTILITIES WATER SYSTEM
(A DISCRETE COMPONENT UNIT OF MAURY COUNTY, TENNESSEE)
NOTES TO FINANCIAL STATEMENTS
JUNE 30,2012

NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

General

The Maury County Board of Public Utilities Water System (the "System™) is a discrete
component unit of Maury County, Tennessee. The system is governed by a board of
directors appointed by the Maury County Executive and ratified by the commissioners
of Maury County. In addition, the Maury County commissioners approve the annual
budget of the System.

Accounting Method
The System generally uses the accrual basis of accounting, except that revenue from
water sales is recognized when billed.

The System applies Financial Accounting Standards Board (FASB) pronouncements
and Accounting Principles Board (APB) opinions issued on or before November 30,
1989, unless those pronouncements conflict with or contradict GASB pronouncements,
in which case, GASB prevails.

Organization

The System is operated as an enterprise fund with self-balancing accounting records.
The System does not receive any operating revenues from Maury County, Tennessee.

Utility Plant and Equipment

The utility plant and equipment are recorded at cost. Depreciation is provided on the
straight-line method over the estimated useful lives of the respective assets.
Maintenance and repairs are charged to expense as incurred; major renewals and
improvements are capitalized. When items of property or equipment are sold or retired,
the related costs and accumulated depreciation are removed from the accounts and any
gain or loss is included in income.

Cash and Cash Equivalents

For purposes of the statement of cash flows, the System considers all investment
mstruments purchased with an original maturity of three months or less to be cash
equivalents. There were no cash equivalents at June 30, 2012. Restricted assets are not
treated as part of the entity's cash and cash equivalents.

Use of Estimates

The preparation of financial statements in conformity with generally accepted
accounting principles requires management to make estimates and assumptions that
affect certain reported amounts and disclosures. Accordingly, actual results could differ
from those estimates.
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NOTE A -

NOTE B -

NOTE C -

NOTE D -

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Inventory
The Water System’s inventory of supplies is stated at cost using the first in, first out

method. The costs of inventory items are recognized as expenditures in governmental
funds when purchased, since they are not of a material nature, and as expenses in the
enterprise fund when used.

ACCOUNTS RECEIVABLE

Customer receivables are composed of the following aged categories:

Current billings § 254,245
30 days past due (7,347)
60 days past due (3,188)
90 days past due 7.570

$ 251280

Bad debts are determined and written off only by direct action of the System's Board.
The amount of $5,247 was written off for 2012.

DEPOSITS AND INVESTMENTS

Deposits

The System is subject to the Tennessee statute which requires deposits in financial
institutions be secured and collateralized by such institutions. The collateral must meet
certain requirements and must have a total minimum market value of 105% of the value
of the deposits placed in the institutions, less the amount protected by federal depository
insurance. Collateral requirements are not applicable for financial institutions that
participate in the State of Tennessee’s collateral pool.

Custodial credit risk is the risk that in the event of a bank failure, the System’s deposits
may not be returned to it. As of June 30, 2012, all deposits were insured or
collateralized.

Investments consist of certificates of deposit with financial institutions with original
maturities of over three months and not over one year. The System’s policy is to hold
these investments to maturity and therefore there is no interest rate risk that will
adversely affect the fair value of the investments.

RESTRICTED ASSETS

The restricted assets represent investment of construction reserves and customer
deposits. The customer deposits are not available for operation of the System and are
held in trust. The deposits at June 30, 2012, included $34,360 for meter deposits of
current customers.

-



NOTE E - UTILITY PLANT, PROPERTY, AND EQUIPMENT

Major classifications of the utility plant and equipment and their respective depreciable

lives are summarized below:

Depreciable Lives (In Years)

Water grid and improvements: 50-100
Water mains 40
Water towers and stations 40
Water meters 10-40
Casting and valves 20-50
Other capitalized costs 40
Equipment and fixtures:
Trucks 5
small tools and equipment 3-5-10
Office furniture and equipment 5-10

NOTEF - CAPITAL ASSETS

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

Balance Balance
July 1,201t Additions Retirements June 30, 2012

Capital assets, not being depreciated:

Land b 449,010 $ 53,899 % - 3 502,909

Construction in process 83.913 380.523 - 464.436
Total capital assets, not

being depreciated 532.923 434.422 - 967,345
Capital assets, being depreciated:

Building 233,477 - - 233,477

Water Grid & Improvements 29,065,438 374,529 - 29,439,967

Equipment & Fixtures 703.378 74.859 - 778.237
Total capital assets, being depreciated 30.002.293 449.388 - 30.451.681
Less accumulated depreciation:

Building 80,213 7,257 - 87,470

Water Grid & lmprovements 5,350,833 574,326 - 5,925,159

Equipment & Fixtures 364.836 49.420 - 614,256
Total accwmulated depreciation 3,995,882 631,003 - 6.626.885
Total capital assets,

being depreciated, net 24 006,411 {181.615) - 23.824,796
Total capital assets, net $ 24539334 § 252807 § - $ 24792141

8-



NOTE G -

ACCRUED LEAVE

Accumulated annual leave at June 30, 2012, amounts to $22,434. It is the System's
policy to accrue vacation annually for full-time personnel and charge employee benefits.
The policy provides two weeks annual leave for personnel with one to five years
continuous service, three weeks for six to eleven years of service and increasing
amounts up to five weeks for service up to twenty-five years.

NOTE H - RISK. MANAGEMENT

NOTEI-

The System is exposed to losses that could arise from torts; asset theft, damage, or
destruction; business interruption; errors or omissions; job-related illnesses or injuries
to employees; acts of nature; accident, health, dental, and other medical benefits to
employees. Potential losses are covered by commercial insurance.

The System has not been involved in any significant litigation during the last four fiscal
years.

LONG-TERM DEBT
BONDS PAYABLE

The System’s bonds payable are liabilities derived from various system water line
upgrades, extensions, and improvements.

Bonds payable consist of the following at June 30:

2012 2011

2006 State Revolving Loan Fund: DWSRF 05-065:
The principal will be amortized over 20 years with
monthly payments of $21,623 and an interest rate of
2.42% § 3,306,121 § 3,483,253
2008 State Revolving Loan Fund: DWSRF 07-072;
The principal will be amortized over 20 years with
monthly payments of $8,679 and an interest rate of
2.42% 1,392,324 1,461,864
2006 USDA Rural Development Loan
The principal will be amortized over 38 years with
monthly payments of $12,615 and an interest rate of
4.125% 2,765,447 2.801.,928
Total 7,463,892 7,747,045

Less current portion 290,746 283.164
Total long-term bonds payable $ 7.173.146 ¥ 7.463.881




NOTEI- LONG-TERM DEBT (CONTINUED)

Business-type activities - Bonds payable

Beginning Ending
Balance Balance
June 30, June 30, Due Within
2011 Reductions 2012 One Year

$ 7.747.045 §  (283.153) $ 7.463.892 $ 290.746

The principal and interest requirements for outstanding bonds as of June 30, 2012 are

as follows:
Year
Ending
June 30, Principal Interest Total
2013 290,746 224 258 515,004
2014 298,525 216,479 515,004
2015 306,527 208,477 515,004
2016 314,743 200,261 515,004
2017 323,237 191,767 515,004
2018 &
thereafter 5,930,114 2,285,312 8,215,426
Total $ 7463892 $ 3,326,554 $10.790.446

NOTE J- SUBSEQUENT EVENTS

The System considers events and transactions that occur after the statement of net
assets, but before the financial statements are issued, to provide additional evidence
relative to certain estimates or to identify matters that require disclosure. These
financial statements were issued on September 6, 2012, and subsequent events have
been evaluated through that date.

-10-
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MAURY COUNTY BOARD OF PUBLIC UTILITIES WATER SYSTEM

(A DISCRETE COMPONENT UNIT OF MAURY COUNTY, TENNESSEE)

SCHEDULE OF ADDITIONS AND RETIREMENTS TO UTILITY PLANT

Land
Construction in process
Building

Water Grid and Improvements:
Water mains
Water towers and stations
Water meters
Casting and valves
Other capitalized costs

Total Water Grid and Improvements
Equipment and Fixtures:
Equipment
Office equipment

Office furniture

Total Equipment and Fixtures

See auditors' report.

YEAR ENDED JUNE 30, 2012

Balance Completion or Balance
July 1, 2011 Additions Retirements June 30, 2012
3 449.010 3 53899 § - 5 502,909

83,913 380,523 - 464,436
233477 - - 233,477
21,904,739 198,424 - 22,103,163
3,221,073 - - 3,221,073
2,210,198 112,816 - 2,323,014
748,272 15,462 - 763,734
981.156 47.827 - 1,028,983
29,065,438 374.529 - 29,439 967
527,439 - - 527,439
92,729 74,859 - 167,588
83.210 - - 83,210
703,378 74,859 - 778,237

5 30535216 § 883.810 $ - 3 31.419.026
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MAURY COUNTY BOARD OF PUBLIC UTILITIES WATER SYSTEM
(A DISCRETE COMPONENT UNIT OF MAURY COUNTY, TENNESSEE)
SCHEDULE OF WATER RATES IN FORCE
JUNE 30, 2012

CUSTOMER CHARGE
Residential Capacity Monthly Charge
5/8 x 3/4 1.0 $12.00
3/4x 3/4 1.67 $20.00
COMMERCIAL CHARGE
1" 2.67 $32.00
2" 6.67 $80.00
3" 10.00 $120.00
4" 13.33 $160.00
" 33.33 $400.00

Water Usage Billed @5$5.50 per 1,000 gallons

TAP FEES:

RESIDENTIAL METERS (5/8" BY 3/4") $1,700.00
COMMERCIAL (3/4" BY 3/4") $1,800.00
COMMERCIAL (1"BY 1") $2.000.00
ALL OTHER TAPS LARGER THAN 1" $2.000.00

PER INCH PLUS ACTUAL COST OF INSTALLATION

(3/4" Over 50 foot long tap - Add $7.00 per foot)
{1" Over 50 foot long tap - Add $9.00 per foot)

The TDRA surcharge is $0.05 per 1,000 gallons imposed by the Duck River Agency is applicable
to the above rate to defray the share of water supply benefits provided by TDRA.

Number of customers at year end: 6,781

SCHEDULE OF INSURANCE COVERAGE

JUNE 30,2012
Company Policy Number Coverage
TNRMT TNRMT Workmen’s Compensation
TNRMT TNRMT Vehicles
TNRMT TNRMT General Liability
TNRMT TNRMT Fidelity bond on all employees
TNRMT TNRMT Buildings & Contents

See auditors' report.
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MAURY COUNTY BOARD OF PUBLIC UTILITIES WATER SYSTEM
(A DISCRETE COMPONENT UNIT OF MAURY COUNTY, TENNESSEE)
SCHEDULE OF INVESTMENTS

JUNE 30, 2012
Certificate Interest Maturity
Investment Description Number Rate Date Costs
Unrestricted
Certificate of Deposit
First Farmers & Merchanis Bank 160125 1.04% 03/22/12 3 039157
Total Unrestricted 939.157
Partially Restricted
Certificate of Deposit
Community First Bank 12049 1.26% 08/11/11 2,050,481
Total Investments $ 2.939.638
Shown on Balance Sheet As:
Investments $  2,955278
Restricted Investments 34,360

3 2989638

See auditors' report.
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MAURY COUNTY BOARD OF PUBLIC UTILITIES WATER SYSTEM
(A DISCRETE COMPONENT UNIT OF MAURY COUNTY. TENNESSEE)
SCHEDULE OF UNACCOUNTED FOR WATER - UNAUDITED
JULY 1,2011 - JUNE 30, 2012

(All amounts in gallons)

A Water Treated and Purchased
B Water Pumped (potable) 0
C Water Purchased 486,465,190
D Total Water Treated and Purchased 486,465,190
{Sum Lines B and C)
E Accounted for Water:
F Water Sold 397,578.250
G Metered for Consumption (in house usage) 0
H Fire Department(s) Usage 0
I Flushing 3,578,320
J Tank Cleaning/Filling 0
K Street Cleaning 0
L Bulk Sales 0
M Water Bill Adjustments 54.130
N Total Accounted for Water 401.210.700
(Sum Lines F thru M)
0 Unaccounted for Water 85,254,490
(Line D minus Line N)
P Percent Unaccounted for Water 17.53%
(Line O divided by Line D times 100)
Q Other (explain) See Below

Explain Other:

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

See auditors' report.
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YORK, DILLINGHAM & COMPANY, P.L.L.C.

CERTIFIED PUBLIC ACCOUNTANTS
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TENNESSEE SOCIETY OF CP.A'S TELEPHONE (931) 424-9063

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

Maury County Board of Public Utilities Water System
Maury County, Tennessee

We have audited the accompanying financial statements of Maury County Board of Public Utilities Water
System as of and for the year ended June 30, 2012, and have issued our report thereon dated September 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 Govermment Auditing Standards,
issued by the Comptroller General of the United States.

Internal Control Over Financial Reporting

In planning and performing our audit, we considered Maury County Board of Public Utilities Water System'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 Maury County Board of Public Utilities Water System’s internal control over financial
reporting. Accordingly, we do not express an opinion on the effectiveness of the System’s internal contro]
over financial reporting.

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 combination of deficiencies, in
internal control such that there is more than a reasonable possibility that a material misstatement of the
System’s financial statements will not be prevented, or detected and corrected on a timely basis.

Our consideration of internal control over financial reporting was for the limited purpose described in the
first paragraph of this section and was not designed to identify all deficiencies in internal control over
financial reporting that might be deficiencies , significant deficiencies, or material weaknesses. We did not
identify any deficiencies in internal control over financial reporting that we consider to be material
weaknesses, as defined above.
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Compliance and Other Matters

As part of obtaining reasonable assurance about whether the System'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, management, the Maury
County commissioners, others within the organization, 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.

o (/‘m%&»ﬂw Nl
VY

/
“York, Dillingham & Company, P.L.L.C.
Certified Public Accountanis

Columbia, Tennessee
September 6, 2012
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