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Board of Directors
The Industrial Development Board of McMinnville-Warren County
McMinnville, Tennessee

Report on the Financial Statements

We have audited the accompanying financial statements of the governmental activity, the major
fund and the statement of budgetary comparison of the General Fund of The Industrial
Development Board of McMinnville-Warren County, as of and for the year ended June 30,
2013, and the related notes to the financial statements, which collectively comprise the Industrial
Development Board of McMinnville-Warren County financial statements as listed in the table of
contents.

Management’s Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial statements
in accordance with accounting principles generally accepted in the United States of America; this
includes the design, implementation, and maintenance of internal control relevant to the
preparation and fair presentation of financial statements that are free from material misstatement,
whether due to fraud or error.

Auditor’s Responsibility

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

An audit involves performing procedures to obtain audit evidence about the amounts and
disclosures in the financial statements. The procedures selected depend on the auditor’s
judgment, including the assessment of the risk of material misstatement of the financial
statements, whether due to fraud or error. In making those risk assessments, the auditor
considers internal control relevant to the entity’s preparation and fair presentation of the financial
statements in order to design audit procedures that are appropriate in the circumstances, but not
for the purpose of expressing an opinion on the effectiveness of the entity’s internal control.
Accordingly, we express no such opinion. An audit also includes evaluating the appropriateness
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of accounting policies used and the reasonableness of significant accounting estimates made by
management, as well as evaluating the overall presentation of the financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate a basis for our
audit opinions.

Opinions

In our opinion, the financial statements referred to above present fairly, in all material respects,
the respective financial position of the governmental activity and the major fund of the Industrial
Development Board of McMinnville-Warren County as of June 30, 2013, and the respective
changes in financial position for the year ended in accordance with accounting principles
generally accepted in the United States of America and the statement of budgetary comparison of

the General Fund.

Other Matters

Accounting principles generally accepted in the United States of America require that the
management’s discussion and analysis on pages v-xi 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 to the required
supplementary information in accordance with auditing standards generally accepted in the
United States of America, 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.

Other Information

Our audit was conducted for the purpose of forming opinions on the financial statements that
collectively comprise The Industrial Development Board of McMinnville-Warren County’s
financial statements. The other supplementary information on pages 23-25 is presented for
purposes of additional analysis and is not a required part of the basic financial statements. The
schedule of expenditures of federal awards is presented for purposes of additional analysis as
required by U.S. Office of Management and Budget Circular A-133, Audits of States, Local
Governments, and Non-Profit Organizations, and is also not a required part of the basic financial

statements.

The other supplementary information on pages 23-25 and the schedule of expenditures of federal
awards are the responsibility of management and were derived from the relate directly to the
underlying accounting and other records used to prepare the basic financial statements. Such
information has been subjected to the auditing procedures applied in the audit of the basic
financial statements and certain additional procedures, including comparing and reconciling such

il



information directly to the underlying accounting and other records used to prepare the basic
financial statements or to the basic financial statements themselves, and other additional
procedures in accordance with auditing standards generally accepted in the United States of
America. In our opinion, the other supplementary information on pages 22-24 and the schedule
of expenditures of federal awards are fairly stated in all material respects in relation to the basic

financial statements as a whole.

The list of officials has not been subjected to the auditing procedures applied in the audit of the
basic financial statements, and, accordingly, we do not express and opinion or provide any '
assurance on it.

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated
November 20, 2013, on our consideration of The Industrial Development Board of
McMinnville-Warren County'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 Government Auditing Standards in
considering Industrial Development Board of McMinnville-Warren County's internal control

over financial reporting and compliance
/9_1/%«'? & &.,,z\;/d
Certified Public Accountants

McMinnville, Tennessee
January 20, 2014
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Management’s Discussion and Analysis

This section of the Industrial Development Board of McMinnville-Warren County,
Tennessee’s financial report presents an analysis of the Board’s general financial
condition for the year ended June 30, 2013 and should be read in conjunction with the
accompanying Financial Statements and Notes to the Financial Statements.

FINANCIAL HIGHLIGHTS

Total assets at year-end were $15,018,112 and exceeded total liabilities (net position) by
$10,985,848. Of the total net position, $4,927,234 was unrestricted and available to
support short-term operations. Total assets increased from 2012 to 2013 by $611,640
while there was an increase in net position of $67,863. Unrestricted net position
decreased from 2012 by $1,462,243.

Current liabilities increased by $11,156 from 2012 to 2013.

The Board’s total operating revenues were $476,070, a decrease of 47.45% from the
previous year. The largest decrease of $448,544 was in the area of program revenues
which consists of operating grants and contributions. Investment earnings also saw a
decrease of $21,259 from 2012. Reference the Comparative Statements of Revenues and
Expenses on page viii of this analysis.

Operating expenses decreased by a total of $5,377 or 1.30% from fiscal year 2012. These
expenses represent the operation of the Board office and expenses associated with
owning rental property. For more detail on the breakdown of operating expenses, refer to
pages 8 — 9 of the Board’s financial report.

Capital contributions increased from none received in the prior year to the Board
receiving $20,081 during fiscal 2013.

Per the Condensed Comparative Statements of Net Position, net position increased by
$67,863 or approximately 1%. While current assets, especially in the area of unrestricted
cash, decreased by a net of $999,817, noncurrent assets increased in the area of capital
assets by $1,945,609. There was an increase in total liabilities of $543,777. These
fluctuations will be discussed in more detail in other sections following in this
management, discussion and analysis.



FINANCIAL ANALYSIS

The following condensed comparative financial statements and other selected information provides
key financial data and indicators for management, monitoring, and planning.

INDUSTRIAL DEVELOPMENT BOARD OF McMINNVILLE- WARREN COUNTY, TENNESSEE

CONDENSED COMPARATIVE STATEMENTS OF NET POSITION

June 30, 2013 and June 30, 2012

ASSETS
Current Assets:
Cash-unrestricted
Interest receivable
Capital lease receivable- current portion

TOTAL CURRENT ASSETS

Certificate of deposit - restricted
Capital lease receivable - long term portion
Capital assets (net)

TOTAL ASSETS

LIABILITIES
Current Liabilities:
Accounts payable
Interest payable
Current portion of long term debt

TOTAL CURRENT LIABILITIES

Long term debt

TOTAL LIABILITIES

NET POSITION

Invested in capital assets, net of related debt
Restricted for debt service

Unrestricted

TOTAL NET POSITION

Variance

2013 2012 Amount %
$ 2,114,190 $ 2,920,271 $ (806,081) -27.60%
1,929 12,872 (10,943) -85.01%
337,760 520,553 (182,793) -35.12%
2,453 879 3,453,696 (999,817) -28.95%
552,214 552,214 - 0.00%
2,614,693 2,948,845 (334,152) -11.33%
9,397,326 7,451,717 1,945,609 26.11%
$15,018,112 $14,406,472 $ 611,640 4.25%
$ 140,348 $ 588 $ 139,760 23768.71%
990 12,476 (11,486) -92.06%
493,899 611,017 (117,118) -19.17%
635,237 624,081 11,156 1.79%
3,397,027 2,864,406 532,621 18.59%
$ 4,032,264 $ 3,488,487 $ 543,777 15.59%
5,506,400 3,976,294 1,530,106 38.48%
552,214 552,214 0 0.00%
4,927 234 6,389,477 (1,462,243) -22.89%
$10,985,848 $10,917,985 $ 67,863 0.62%
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INDUSTRIAL DEVELOPMENT BOARD OF McMINNVILLE- WARREN COUNTY, TENNESSEE

COMPARITIVE STATEMENTS OF REVENUES AND EXPENSES

June 30, 2013 and June 30, 2012

Revenues
Program revenues
In lieu of tax payments
Interest and Investment Earnings
Miscellaneous
TOTAL OPERATING REVENUES
Operating expenses:
Industrial development expenses

OPERATING INCOME/ INCREASE IN NET POSITION

Net position at the beginning of the year

Net position at the end of the year

Variance
2013 2012 Amount %

$ 378,956 $ 827,500 (448,544) -54.20%

60,388 - 60,388 100.00%

32,972 54,231 (21,259) -39.20%

3,754 24,220 (20,466) -84.50%

476,070 905,951 (429,881) -47.45%

408,207 413,584 (5,377) -1.30%

$ 67,863 $ 492367 (424,504) -86.22%
10,917,985 10,425,618
$10,985,848 $10,917,985
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OVERVIEW OF THE ANNUAL FINANCIAL STATEMENTS

The basic financial statements consist of the following 1) government-wide financial
statements 2) fund financial statements, and 3) notes to the financial statements. In
addition to the basic financial statements, this report contains other supplementary
information.

The Government-Wide Financial Statements consist of a statement of net position and
a statement of activities and are presented using the accrual basis of accounting. These
statements are designed to provide readers with a broad overview of the Board’s finances,
in a manner similar to a private-sector business. The statement of net position presents
the financial position of the board on a full accrual basis. Over time, increases or
decreases in net position may serve as a useful indicator of whether the financial position
of the board is improving or deteriorating. The statement of activities presents
information showing how the Board’s net position changed during the most recent fiscal
year. All changes in net position are reported as soon as the underlying event giving rise
to the change occurs, regardless of the timing of related cash flows. Thus, revenues and
expenses are reported in this statement for some items that will only result in cash flows
in future periods.

The Fund Financial Statements consist of a series of statements that provide
information about the Board’s governmental funds and are prepared using the modified
accrual basis of accounting. A fund is a grouping of related accounts that is used to
maintain control over resources that have been segregated for specific activities or
objectives. The Board, like other state and local governments, uses fund accounting to
ensure and demonstrate compliance with finance-related legal requirements. The Board
has only one category of funds, governmental.

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 spendable resources, as well as on balances of
spendable resources available at the end of the fiscal year. Such information may be used
in evaluating a government’s near-term financing requirements.

Because the focus of governmental funds is narrower than that of the government-wide
financial statements, it is useful to compare the information presented for governmental
funds 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 governmental fund statement of revenues, expenditures, and changes in
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OVERVIEW OF THE ANNUAL FINANCIAL STATEMENTS (cont.)

fund balances provide a reconciliation to facilitate this comparison between governmental
funds and governmental activities.

The Industrial Development Board of McMinnville-Warren County maintains an
individual governmental fund. Information is presented in separate format in the
governmental fund balance sheet and in the governmental fund statement of revenues,
expenditures, and changes in fund balances for the General Fund. The financial report
also includes budgetary comparison schedules, which compares the original and final
budget to actual results for the fiscal year ended June 30, 2013, for the Board’s General
Fund.

The Notes to the Financial Statements provide required disclosures and other
information that is important to any user’s understanding of the basic financial
statements.

GENERAL TRENDS AND SIGNIFICANT EVENTS

The Board completed the assistance with the Bridgestone Firestone Warren plant
expansion that had begun in fiscal year 2012.

CAPITAL ASSETS

Capital assets include all of the Board’s major capital assets, including land, construction
in progress, buildings, transportation equipment, and office equipment.

As of June 30, 2013, the Board had $9,397,326 (net of depreciation) invested in capital
assets, representing an increase of $1,945,609 from last year.

Construction in progress during fiscal 2013 saw additions of $2,053,908, and $34,312
was added to land. The offset of the total increase was due to depreciation expense of
$142,611 for fiscal 2013.

Land and construction in progress account for the majority of capital assets at
approximately 28% each. Buildings account for approximately 44% of the capital assets.
Reference Note D to the Financial Statements for more detail.

LONG-TERM DEBT ADMINISTRATION

At fiscal year-end 2013, the Board had total long-term debt of $3,890,926, reflecting an
increase from 2013 of $415,503. During fiscal year 2013, new proceeds from federal
loans were received in the amount of $1,040,000 to the board.

1X



LONG-TERM DEBT ADMINISTRATION (cont.)

During the year, the Board paid $60,181 in interest on long-term debt. They also paid
$624,497 on the principal.

For further information regarding the Board's debt, please refer to Note E in the financial
statements.

BUDGETARY ANALYSIS

The Board adopts a budget each year, in accordance with the laws of the State of
Tennessee. The budget for the next year is usually presented to the Board of Directors
for their approval during the last month of the fiscal year. To be adopted, the budget must
pass two readings and can be amended during the year by the Board as deemed
necessary.

For more detail regarding the following budgetary analysis, reference the budgetary
comparison schedule on page 10 in the Audited Financial Report for the year ended June

30, 2013.
General Fund

For the fiscal year end 2013, the actual ending General Fund balance of $2,526,995
exceeded the final budgeted General Fund balance of $915,176.

At June 30, 2013 the actual amounts available for appropriation exceeded the final
budgeted amounts available for appropriation in the General Fund by $114,489. The
increase in budgeted rents received of $29,375, and payments in lieu of taxes of $60,388
comprise the majority of the increase.

Total actual expenditures were below budgeted appropriations in the General Fund by
$492,135. Development expenditures were below budgeted amounts by $511,780 as
$2,600,000 was budgeted as compared to $2,088,220 actual expenditures.

The budget was amended during fiscal year 2013.



FINANCIAL CONDITION

The Board experienced slight growth during the fiscal year, resulting in a continued
strong financial condition at year-end. As evidence of this rate of growth, total net
position grew by $67,863 or 0.62% over fiscal year 2012.

The Board has plans to complete the initial construction of Spec Building 3 and to
complete Phase 2 expansions to Spec Building 2 which is under long term lease to
Miniature Precision Components. The board will continue to seek ways to support
expansion and development by existing industry while diligently working to attract new
industries to the community.

As evidenced by the financial statements, the Board’s staff continues to be well managed
and is capable of operating the utility effectively and efficiently in the coming year.

CONTACTING THE BOARD

The financial report is designed to provide a general overview of the Industrial
Development Board of McMinnville-Warren County, Tennessee’s finances for all those
with an interest in such matters. Questions arising from any of the information provided
or additional requests for information should be directed to:

Industrial Development Board of McMinnville-Warren County Tennessee

110 South Court Square
McMinnville, TN 37110

xi



THE INDUSTRIAL DEVELOPMENT BOARD OF
McMINNVILLE - WARREN COUNTY, TENNESSEE

STATEMENT OF NET POSITION

June 30, 2013

GOVERNMENTAL
ASSETS ACTIVITIES
Current assets:
Unrestricted cash $ 2,114,190
Interest receivable 1,929
Capital lease receivable - current portion 337,760
TOTAL CURRENT ASSETS 2,453,879
Non-current assets:
Certificate of deposit - restricted $ 552,214
Capital lease receivable 2,952,453
Less amount shown as current (337,760) 3,166,907
Capital assets (net) 9,397,326
15,018,112
LIABILITIES AND NET POSITION
Current liabilities:
Accounts payable 140,348
Interest payable 990
Current portion of long term debt 493,899
TOTAL CURRENT LIABILITIES 635,237
Long Term Debt:
Notes payable 3,890,926
Less portion due within one year shown as current liability 493,899 3,397,027
TOTAL LIABILITIES 4,032,264
Net position:
Net invested in capital assets 5,506,400
Restricted for economic development 552,214
Unrestricted 4,927,234 10,985,848
$ 15,018,112

See Independent Auditors' Report and Notes to Financial Statements.
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THE INDUSTRIAL DEVELOPMENT BOARD OF
McMINNVILLE-WARREN COUNTY, TENNESSEE

STATEMENT OF ACTIVITIES AND CHANGES IN NET POSITION

Year ended June 30, 2013

Net (Expense) Revenue and

Program Revenues Changes in Net Position
Operating Capital Primary Government
Charge for Grants and Grants and Governmental
Functions/Programs Expenses Services Contributions Contributions Activities
Primary Government
Governmental activities:
Industrial development $ 408,207 $ 74,875 § 284,000 $ 20,081 $ (29,251)

General revenues:

In lieu of tax payments 60,388
Interest and investment earnings 32,972
Miscellaneous 3,754
Total general revenues 97,114

Change in net position 67,863

Beginning net position 10,917,985
Ending net position $ 10,985,848

Note - Interest of $ 60,181 has been included in expenses.

See Independent Auditors' Report and Notes to Financial Statements.
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THE INDUSTRIAL DEVELOPMENT BOARD OF
McMINNVILLE - WARREN COUNTY, TENNESSEE

BALANCE SHEET - GOVERNMENTAL FUND

June 30, 2013

General
Fund
Assets
Current assets:
Unrestricted cash 2,114,190
Interest receivable 1,929
Capital lease receivable 337,760
Total current assets 2,453,879
Non-current assets:
Certificate of deposit - restricted 552,214
Capital lease receivable 2,614,693 3,166,907
Total assets 5,620,786
Liabilities
Current liabilities:
Accounts Payable 140,348
Interest payable 990
Total current liabilities 141,338
Non-current liability -
Deferred income on capital lease 2,952,453
Total liabilities 3,093,791
Fund balances
Restricted for capital outlay 552,214
Unassigned 1,974,781
Total fund balances 2,526,995
Total liabilities and fund balances 5,620,786

See Independent Auditors' Report and Notes to Financial Statements.
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McMINNVILLE-WARREN COUNTY, TENNESSEE

RECONCILIATION OF TOTAL GOVERNMENTAL FUND BALANCE

TO NET POSITION OF GOVERNMENTAL ACTIVITIES

June 30, 2013

Total Governmental Fund Balances

Amounts reported for governmental activities in the statement of net
position are different due to:

Capital leases are not available to pay current period expenditures and
therefore are deferred in the funds

Capital assets used in governmental activites are not
financial resources and therefore are not reported in the funds

Notes payable, not reported in the funds

Net Position of Governmental Activities

See Independent Auditors' Report and Notes to Financial Statements.
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$ 2,526,995

2,952,453

9,397,326

(3,890,926)
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THE INDUSTRIAL DEVELOPMENT BOARD OF
McMINNVILLE - WARREN COUNTY, TENNESSEE

STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES IN FUND BALANCE -
GOVERNMENTAL FUND

Year ended June 30, 2013

General Fund

Support and revenues:

Rents $ 74,875
Interest income 32,972
In lieu of tax payments 60,388
Miscellaneous 3,754
TOTAL SUPPORT AND REVENUES 171,989
Expenses:
Administrative expenses 129,616
Advertising and promotions 15,466
Seminars and workshops 610
Travel and entertainment 2,367
Insurance expense 12,496
Professional fees 11,559
Office expenses 18,264
Telephone 2,597
Printing and photography 2,469
Auto repair and maintenance 6,071
Dues and subscriptions 1,849
Development 2,088,220
Interest expense 60,181
Principal paid on notes 624,497
Maintenance on industrial park 1,619
Other expenses 432
TOTAL EXPENDITURES 2,978,313
EXCESS OF EXPENDITURES OVER SUPPORT AND REVENUES (2,806,324)
Other financing source (uses):
Payments from primary governments $ 284,000
Note proceeds 1,040,000
Collections on capital leases 516,945
Contributions on buildings 20,081 1,861,026
DECREASE IN FUND BALANCE (945,298)
Fund Balance at July 1, 2012 3,472,293
Fund Balance at June 30, 2013 $ 2,526,995

See Independent Auditors' Report and Notes to Financial Statements.
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THE INDUSTRIAL DEVELOPMENT BOARD OF
McMINNVILLE-WARREN COUNTY, TENNESSEE

RECONCILIATION OF THE STATEMENT OF REVENUES, EXPENDITURES
AND CHANGES IN FUND BALANCES OF GOVERNMENTAL FUNDS
TO THE STATEMENT OF NET POSITION

Year ended June 30, 2013

Net Change in Fund Balances - Total Governmental Funds $ (945,298)

Capital assets reported as an expense in the funds, not reflected in the 2,088,220
Statement of Changes in Net Position

Depreciation expense not reported in the funds (142,611)

Proceeds from notes to be received reported as other financing source in the funds,

not reflected in the Statement of Changes in Net Position (1,040,000)
Repayment of principal is an expenditure in the governmental funds, but

the repayment reduces debt in the Statement of Net Position 624,497
Capital lease receipts reported as other financing source in the funds, (516,945)

not reflected in the Statement of Changes in Net Position

Change in Net Position of Governmental Activities $ 67,863

See Independent Auditors' Report and Notes to Financial Statements.
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THE INDUSTRIAL DEVELOPMENT BOARD OF
McMINNVILLE - WARREN COUNTY, TENNESSEE

STATEMENT OF BUDGETARY COMPARISON - GENERAL FUND

Year ended June 30, 2013

Budget
Original Final Actual
Beginning fund balance July 1, 2012 $ 3,472,293 $ 3,472,293 $ 3,472,293
Resources (inflows):
Rents 100,250 45,500 74,875
Interest income 12,000 12,000 32,972
In lieu of tax payments 60,388
Miscellaneous 3,754
Amounts available for appropriation 3,584,543 3,529,793 3,644,282
Expenses:
Admininstrative expenses 121,770 123,770 129,616
Advertising and promotions 10,000 10,000 15,466
Seminars and workshops 2,000 2,000 610
Travel and entertainment 5,000 5,000 2,367
Insurance expense 13,000 13,000 12,496
Professional fees 6,500 6,500 11,559
Office expenses 19,000 19,500 18,264
Maintenance on industrial park 25,000 25,000 1,619
Telephone 2,500 3,000 2,597
Printing and photography 3,000 3,000 2,469
Auto repair and maintenance 6,500 6,500 6,071
Dues and subscriptions 2,900 2,900 1,849
Development 1,800,000 2,600,000 2,088,220
Interest expense 67,332 67,332 60,181
Principal paid on notes 582,946 582,946 624,497
Other expenses 432
Total charges to appropriations 2,667,448 3,470,448 2,978,313
917,095 59,345 665,969
Other financing source (uses):
Payments from primary governments 284,000 284,000 284,000
Note proceeds 1,040,000
Collections on capital leases 513,081 571,831 516,945
Contributions on buildings 20,081
Ending fund balance June 30, 2013 $ 1,714176  $ 915,176 $ 2,626,995

See Independent Auditors' Report and Notes to Financial Statements.
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THE INDUSTRIAL DEVELOPMENT BOARD OF
McMINNVILLE - WARREN COUNTY, TENNESSEE

NOTES TO FINANCIAL STATEMENTS

June 30, 2013

NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The Industrial Development Board of McMinnville - Warren County, Tennessee, Inc. (Board)
was organized to promote industrial growth in the McMinnville and Warren County area. This
growth is promoted by acquiring industrial real estate for either development or leasing
of facilities. The Board complies with generally accepted accounting principles (GAAP). GAAP
includes all relevant Governmental Accounting Standards Board (GASB) pronouncements.
The accounting and reporting framework and the more significant accounting policies are
discussed in subsequent subsections of this Note.

Financial Reporting Entity

The Industrial Development Board of McMinnville-Warren County, Tennessee is the basic
government that has financial accountability and control over all activities related to the
recruiting of industry in McMinnville and Warren County. The Board receives funding primarily
from McMinnville and Warren County along with other state and federal assistance and must
comply with the accompanying requirements of these funding source entities. However, the
Board is not included in any other governmental "reporting entity" as defined by the GASB
pronouncement since the Board's directors have decision making authority, the authority to
contract, the power to designate management, the ability to significantly influence operations,
and primary accountability for fiscal matters. In addition, there are no component units as
defined in Governmental Accounting Standards Board Statement 14 that are included in
the Board's reporting entity. The Board is considered a joint venture between the City of
McMinnville and Warren County, Tennessee. Five board members each are provided by
the City of McMinnville and Warren County.

Basis of Presentation
Government-wide Financial Statements:

The Statement of Net Position and Statement of Activities display information about the
reporting government as a whole. They include all funds of the reporting entity except for
fiduciary funds. The statements distinguish between governmental and business-type activities.
Governmental activities generally are financed through taxes, intergovernmental revenues, and
other nonexchange revenues.

Fund Financial Statements:

Fund financial statements of the reporting entity are organized into funds, each of which is
considered to be separate accounting entities. Each fund is accounted for by providing a
separate set of self-balancing accounts that constitute its assets, liabilities, fund equity,
revenues and expenditure/expenses. Funds are organized into three major categories:
government, proprietary, and fiduciary. An emphasis is placed on major funds within the
governmental and proprietary categories. A fund is considered major if it is the primary
operating fund of the Board or meets the following criteria:

a. Total assets, liabilities, revenues, or expenditures/expenses of that individual governmental
fund are at least 10 percent of the corresponding total for all funds of that category or type,
and

b. Total assets, liabilities, revenues, or expenditures/expenses of the individual governmental
fund are at least 5 percent of the corresponding total for all governmental and enterprise
funds combined.

See Independent Auditors' Report.
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THE INDUSTRIAL DEVELOPMENT BOARD OF
McMINNVILLE - WARREN COUNTY, TENNESSEE

NOTES TO FINANCIAL STATEMENTS

June 30, 2013

The funds of the financial reporting entity are described below:
Governmental Funds

General Fund
The General Fund is the primary operating fund of the Board and always classified as a
major fund. It is used to account for all financial resources not accounted for and
reported in another fund.

Measurement Focus and Basis of Accounting
Measurement focus is a term used to describe "which" transactions are recored within
the various financial statements. Basis of accounting refers to "when" transactions are
recorded regardless of the timing of the related cash flows.

Measurement Focus
On the government-wide Statement of Net Position and the Statement of Activities,
governmental activities are presented using the economic resources measurement focus
as defined in item (b) below.

In the fund financial statements, the "current financial resources” measurement focus or
the "economic resources"” measurement focus is used as appropriate:

(a) All governmental funds utilize a "current financial resources" measurment focus. Only
current financial assets and liabilities are generally included on their balance sheets.
Their operating statements present sources and uses of available spendable financial
resources during a given period. These funds use fund balance as their measure of
available spendable financial resources at the end of the period.

(b) The government-wide statement utilizes an "economic resources" measurement focus.
The accounting objectives of this measurement focus are the determination of operating
income, changes in net assets (or cost recovery), financial position, and cash flows. All
assets and liabilities (whether current or noncurrent) associated with their activities are
reported. Fund equity is classified as net position.

Basis of Accounting

In the government-wide Statement of Net Position and Statement of Activities, the
governmental activities is presented using the accrual basis of accounting. Under the accrual
basis of accounting, revenues are recognized when earned and expenses are recorded
when the liability is incurred or economic asset used. Revenues, expenses, gains, losses,
assets, and liabilities resulting from exchange and exchange-like transactions are recognized
when the exchange takes place.

In the fund financial statements, governmental funds are presented on the modified accrual
basis of accounting. Under the modified accrual basis of accounting, revenues are recognized
when "measurable and available." Measurable means knowing or being able to reasonably
estimate the amount. Available means collectible within the current period or within sixty days
after year end. Expenditures (including capital outlay) are recorded when the related fund
liability is incurred, except for general obligation bond principal and interest which are reported
when due.

See Independent Auditors' Report.
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THE INDUSTRIAL DEVELOPMENT BOARD OF
McMINNVILLE - WARREN COUNTY, TENNESSEE

NOTES TO FINANCIAL STATEMENTS

June 30, 2013

Assets, Liabilities, and Equity

Cash
For the purpose of the Statement of Net Position, "cash" includes all demand, savings
accounts, and certificate of deposits of the Board.

Receivables

In the government-wide statements, receivables consist of all revenues earned at year-
end and not yet received.

In the fund financial statements, material receivables in governmental funds include
revenue accruals such as intergovernmental revenues since they are usually both measurable
and available. Nonexchange transactions collectible but not available are deferred in the
fund financial statements in accordance with modified accrual, but not deferred in the
government-wide financial statements in accordance with the accrual basis. Interest and
investment earnings are recorded when earned only if paid within 60 days since they would
be considered both measurable and available.

Concentrations of Credit Risk
Financial instruments that potentially subject the Board to significant concentrations of
credit risk consist principally of cash. The Board places its cash with federally-insured
financial institutions and limits the amount of credit exposure to any one institution by
requiring collateral, if the deposit is not held by a bank that participates in the Tennessee
Collateral Pool.

Capitalized Interest
Interest earned on proceeds of tax-exempt borrowing arrangements restricted to the
acquisition of qualifying assets is offset against interest costs in determining the amount
to be capitalized.

Compensated Absences
The Board's policies regarding vacation time do not permit employees to accumulate
earned but unused vacation leave. Therefore there is no liability for these compensated
absences in the government-wide statements.

Equity Classifications

Government-wide Statements

Equity is classified as net position and displayed in three components:

(a). Net invested in capital assets--Consists of capital assets including restricted
capital assets, net of accumulated depreciation and reduced by the outstanding
balances of any bonds, mortgages, notes, or other borrowings that are
attributable to the acquisition, construction, or improvement of those assets.

(b). Restricted net position--Consists of net assets with constraints placed on the use
either by (1) external groups such as creditors, grantors, contributors, or laws or
regulations of other governements; or (2) law through constitutional provisions or
enabling legislation.

(c). Unrestricted net position--All other net assets that do not meet the definition of
"restricted" or "net invested in capital assets."

See Independent Auditors' Report. 13



THE INDUSTRIAL DEVELOPMENT BOARD OF
McMINNVILLE-WARREN COUNTY, TENNESSEE

NOTES TO FINANCIAL STATEMENTS

June 30, 2013

Fund Statements
Governmental funds utilize a fund balance presentation for equity. Fund balance is
categorized as nonspendable, restricted, committee, assigned or unassigned.

Nonspendable Fund Balance

This category represents amounts that cannot be spent because they are either not in
spendable form (such as inventory or prepaids) or legally required to remain intact (such as
notes receivable or principal of a permanent fund).

Restricted Fund Balance

This category represents amounts with external constraints placed on the use of these
resources (such as debt covenants, grantors, other governments, etc.) or imposed by enabling
legislation.

Committed Fund Balance

This category represents amounts that can only be used for specific purposes imposed by
a formal action of the Board's highest level of decision-making authority, the Town Council.
Committed resources cannot be used for any other purpose unless the Town Council removes
or changes the specified use by the same type of action previously used to commit those
amounts, either by resolution or by ordinance.

Assigned Fund Balance

This category represents amounts the Town intends to use for specific purposes as
expressed by the Board of Directors or an official delegated the authority to assign amounts.
This is the residual classification for all governmental funds other than the general fund.

Unassigned Fund Balance
This category represents the residual classification for the general fund or deficit balances

in other funds.

Amounts are considered to have been spent when an expenditure is incurred for purposes

for which both restricted and unrestricted (committed, assigned, or unassigned) amounts are
available. Unrestricted amounts are considered to have been spent when an expenditure is
incurred for purposes for which amounts in any of those unrestricted fund balance classifications
could be used.

The Board applies investment earnings and then restricted resources when expenditures are
incurred for purposes for which either restricted or unrestricted (committed, assigned, and
unassigned) amounts are available. Similarly, within unrestricted fund balance, committed
amounts are reduced first, followed by assigned, and then unassigned amounts are used
when expenditures are incurred for purposes for which amounts in any of the unrestricted
fund balance classifications could be used.

See Independent Auditors' Report.
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THE INDUSTRIAL DEVELOPMENT BOARD OF
McMINNVILLE-WARREN COUNTY, TENNESSEE

NOTES TO FINANCIAL STATEMENTS

June 30, 2013

Revenues

Amounts reported as program revenues include 1) charges to customers or applicants
for goods, services, or privileges provided, 2) operating grants and contributions, and
3) capital grants and contributions, including special assessments. Internally dedicated
resources are reported as general revenues rather than as program revenues. Likewise,
general revenues include all taxes.

When both restricted and unrestricted resources are available for use, it is the Board's
policy to use restricted resources first, then unrestricted resources as they are needed.

Budgetary Data
In accordance with the laws of the State of Tennessee, the Board adopts a budget each

year. The budget for the next year is usually presented to the Board of Directors for their
approval during the last month of the fiscal year. The budget must pass two readings
before it is adopted. Once adopted the budget may be amended as the Board deems
necessary. The budgetary amounts in these statements are as adopted by the Board.

The budget is prepared in accordance with generally accepted accounting principles.

The budget is prepared by fund. The legal level of budgetary control is the fund level.

Capital Assets
The accounting treatment over property, plant, and equipment (capital assets) depends on

whether they are reported in the government-wide or fund financial statements.

Government-wide Statements

In the government-wide financial statements, capital expenditures are accounted for as capital
assets. All capital assets are valued at historical cost. The Board has adopted a capitalization
threshold of $2,500.

Depreciation of all exhaustible capital assets is recorded as an allocated expense in the
Statement of Activities, with accumulated depreciation reflected in the Statement of Net
Position. Depreciation is provided over the assets' estimated useful lives using the straight-
line method of depreciation. The range of estimated useful lives by type of asset is as follows:

Years
Buildings 39
Automobiles 5
Improvements 15
Office equipment, furniture and fixtures 5

Fund Financial Statements
In the fund financial statements, capital assets used in governmental fund operations are

accounted for as capital outlay expenditures of the governmental fund upon acquisition.

Long Term Debt

All long term debt to be repaid from governmental resources is reported as liabilities in the
government-wide statements. The long term debt consists entirely of notes payable.

Long term debt for governmental funds is not reported as liabilities in the fund financial
statements. The debt proceeds are reported as other financing sources and payment of
principle and interest reported as expenditures.

The General Fund is used to retire long term debt.

See Independent Auditors' Report. 15



THE INDUSTRIAL DEVELOPMENT BOARD OF
McMINNVILLE-WARREN COUNTY, TENNESSEE

NOTES TO FINANCIAL STATEMENTS

June 30, 2013

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.

Advertising
Advertising costs are charged to expense as incurred.

Deferred outflowsl/inflows of resources
In addition to assets, the statement of financial position will sometimes report a separate
section for deferred outflows of resources. This separate financial statement element, deferred
outflows of resources, represents a consumption of net position that applies to a future
period(s) and so will not be recognized as an outflow of resources(expense) until then.

In addition to liabilities, the statement of financial position will sometimes report a separate
section for deferred inflows of resources. This separate financial statement element, deferred
inflows of resources, represents an acquisition of net position that applies to a future period(s)
and so will not be recognized as an inflow of resources(revenue) until that time.

For the year ended June 30, 2013, the Board has neither a deferred inflow nor outflow
of resources.

Implementation of new GASB Statements
During the fiscal year ended June 30, 2013, the Board implemented GASB Statement
No. 62, Codification of Accounting and Financial Reporting Guidance Contained in
Pre-November 1989 FASB and AICPA Pronouncements, which incorporates into the GASB's
authoritative literature certain accounting and financial reporting guidance, included in certain
FASB and AICPA pronouncements issued prior to November 30, 1989, which does not conflict
with or contradict GASB pronouncements.

During the fiscal year ended June 30, 2013, the District inplemented GASB Statement
No. 63, Financial Reporting of Deferred Outflows of Resources, Deferred Inflows of Resources,

and Net Position , which establishes guidance for reporting the balance sheets and statements
of revenues, expenses, and changes in net position.

NOTE B - CASH AND DEPOSITS

It is the Board's policy for deposits to be 105% secured by collateral valued at market or
par, whichever is lower, less the amount of the Federal Deposit Insurance Corporation
insurance. At year end the Board had demand deposits and non-negotiable certificates of
deposit with a carrying amount of $ 2,666,404. The bank balances amounted to $ 2,697,240.
$1,814,108 of this amount consists of cerificates of deposits with $100 being held in petty
cash. The interest rates on these certificates range from .3% to .4%.

See Independent Auditors' Report. 16



THE INDUSTRIAL DEVELOPMENT BOARD OF
McMINNVILLE-WARREN COUNTY, TENNESSEE

NOTES TO FINANCIAL STATEMENTS

June 30, 2013

NOTE C - CERTIFICATE OF DEPOSIT RESTRICTED ACCORDING TO THE FOLLOWING
PURPOSE:

Industrial development in the City of McMinnville $ 552,214

NOTE D - CAPITAL ASSETS

A summary of capital asset activity and changes in accumulated depreciation for the year
ended June 30, 2013 are as follows:

Balance Retirements/ Balance
July 1, 2012 Additions Transfers June 30, 2013

Capital assets not being depreciated:

Land $ 2,579,419 §$ 34,312 2,613,731
Construction in progress 606,628 2,053,908 2,660,536
3,186,047 2,088,220 5,274,267
Capital assets being depreciated:
Buildings and improvements 5,503,469 5,503,469
Transportation equipment 25132 25,132
Office equipment 33,876 33,876
5,562,477 0 5,562,477
Total capital assets 8,748,524 2,088,220 10,836,744
Less accumulated depreciation:
Buildings and improvements 1,237,800 141,644 1,379,444
Transportation equipment 25,132 25,132
Office equipment 33,875 967 34,842
Total accumulated depreciation 1,296,807 142,611 1,439,418
Net capital assets $ 7,451,717 $ 1,945,609 $ 9,397,326
See Independent Auditors' Report. 17



THE INDUSTRIAL DEVELOPMENT BOARD OF
McMINNVILLE-WARREN COUNTY, TENNESSEE

NOTES TO FINANCIAL STATEMENTS

June 30, 2013

NOTE E - NOTES PAYABLE

Department of Economic and Community Development $ 533,847
of the State of Tennessee commencing November 17, 2005 with an
initial interest rate of 1.00% for the first 59 months, 2.00% for the
next 59 months and 3.00% for the last 116 months of the note. The
note is secured by a deed of trust on the property which is leased to
Superior Walls of Tennessee, Inc., referred to in Note D. Monthly
payments on this note range from $3,640 to $3,837.

Department of Economic and Community Development of the State 494,597
of Tennessee and Warren County commencing October 11, 2005,
guaranteed by Ronald J. Wilson, President and CEO of Morrison
Tool and Fab, Inc. payable monthly with an initial interest rate of 1.25%
graded up to an ultimate rate of 3.2%. This note is secured by a deed
of trust on the property which is leased to Morrison Tool and Fab, Inc.
referred to in Note D. Monthly payments range from $3,463 to $3,905.

Caney Fork Electric Cooperative, Inc. commencing December 1, 2006, 98,124
collateralized by a deed of trust and assignment of lease for real estate
located in Warren County, payable $ 2,652 monthly with interest at a rate
of 5.0%

Caney Fork Electric Cooperative, Inc. commencing May 1, 2006, 97,500
collateralized by a deed of trust and assignment of lease for real estate
located in Warren County, payable $ 2,500 monthly with interest at a rate
of 0.0%

Caney Fork Electric Cooperative, Inc. commencing October 15, 2007 308,333
collateralized by a deed of trust and assignment of lease for real estate
located in Warren County, payable $ 6,852 monthly with interest at a rate
of 0.0%

" Tennessee Valley Authority commencing May 15, 2007 collateralized 376,618
by a deed of trust for real estate located in Warren County, payable
$ 8,845 monthly with interest at a rate of 4.0%

Cumberland Area Investment Corp commencing May 25, 2006 200,430
collateralized by a deed of trust for real estate located in Warren County,
payable $ 2,295 monthly with interest at a rate of 4.5%

Caney Fork Electric Cooperative, Inc. commencing January 1, 2011 213,889
collateralized by a deed of trust and assignment of lease for real estate
located in Warren County, payable $ 2,778 monthly with interest at a rate
of 0.0%

Caney Fork Electric Cooperative, Inc. commencing January 1, 2011 527,588
collateralized by a deed of trust and assignment of lease for real estate
located in Warren County, payable $ 6,852 monthly with interest at a rate
of 0.0%

See Independent Auditors' Report. 18



THE INDUSTRIAL DEVELOPMENT BOARD OF
McMINNVILLE-WARREN COUNTY, TENNESSEE

NOTES TO FINANCIAL STATEMENTS

June 30, 2013

NOTE E - NOTES PAYABLE - continued

Caney Fork Electric Cooperative, Inc. commencing November 1, 2013
collateralized by a deed of trust and assignment of lease for real estate
located in Warren County, payable $ 2,778 monthly with interest at a rate

of 0.0%

Caney Fork Electric Cooperative, Inc. commencing November 1, 2013
collateralized by a deed of trust and assignment of lease for real estate
located in Warren County, payable $ 6,852 monthly with interest at a rate

of 0.0%

The following is a schedule of changes in long term debt:

Balance at beginning of year

Add loan proceeds received

Less payments made during year
Balance at end of year

The notes mature as follows:

Year ending June 30,

2014 $

2015
2016
2017
2018
2019-2023
2024-2027

$

Governmental activities debt is retired by the General Fund.

NOTE F - LEASE FOR FACILTIES

300,000
740,000
TOTAL $ 3,890,926
$ 3,475,423
1,040,000
(624,497)
_§ 3890926
Principal Interest Total
493,899 $ 46,255 540,154
557,119 40,056 597,175
564,437 33,302 597,739
493,281 32,371 525,652
324,130 27,423 351,553
1,157,728 86,383 1,244,111
300,332 16,596 316,928
3,890,926 $ 282,386 4,173,312

The Board rents is office facilities from the McMinnville - Warren County Chamber of
Commerce for functional operations. The rent is $ 1,350 monthly and is from month to month.

The rent expense for the year was $16,200.

NOTE G - OTHER LEASES

The Board has entered into a lease agreement with Sunbeam Products, Inc., operating as
Oster Professional Products. The leased property is the Sunbeam-Oster building located in
McMinnville, Tennessee, and the lease term began on July 1, 2007 and will continue for a
period of five years ending June 30, 2012. Sunbeam Products, Inc. pays $ 28,500 annually to
the Board for use of the property during the term of the lease. This lease automatically

renewed for five years ending June 30, 2017.

See Independent Auditors' Report.
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THE INDUSTRIAL DEVELOPMENT BOARD OF
McMINNVILLE-WARREN COUNTY, TENNESSEE

NOTES TO FINANCIAL STATEMENTS

June 30, 2013

NOTE G - OTHER LEASES - continued

The Board has renewed a lease agreement with Metal Products Company. The leased
property is the Metal Products Company building located in McMinnville, Tennessee, and the
lease term began on February 1, 2012 and will continue for a period of twelve years ending
February 1, 2024. Metal Products Company pays $ 1,000 monthly for the use of the property
to the Board during the term of the lease.

The Board collected $5,000 lease on land at the industrial park. This lease was to Prater
Farms for a three year period beginning January 1, 2012 and ending January 1, 2015.

The Board entered into a lease agreement with Minature Precision Components. The
leased property is in the Mt. View Industrial Park, and the lease term began January 11, 2012
and will continue for a period of sixteen years ending January 11, 2028. The lease is based
on the square footage rented and the number of jobs created. The lease is paid quarterly, and
the amount received in this fiscal year was $29,375.

The above operating leases are on buildings. The cost of these buildings was $5,488,970
and accumulated depreciation was $1,365,433.

Future minimum rental receipts under the above leases are scheduled as follows:

Year ending June 30, Amount
2014 $ 163,000
2015 163,000
2016 158,000
2017 158,000
2018 129,500
Beyond five years 1,188,250
Total $ 1,959,750

NOTE H - NET POSITION
Net position represents the difference between assets and liabilities. The net position is as

follows:

Net invested in capital assets:
Net property and equipment $ 9,397,326
Less: Notes payable ' 3,890,926
5,506,400
Restricted for economic development 552,214
Unrestricted 4,927,234

§__ 10,985,848

NOTE | - ADVERTISING
Advertising and promotions in the amount of $ 15,466 was expensed for the year.
NOTE J - CONCENTRATION OF CREDIT RISKS

Accounts receivable are concentrated in Warren County, Tennessee.

See Independent Auditors' Report. 20



THE INDUSTRIAL DEVELOPMENT BOARD OF
McMINNVILLE-WARREN COUNTY, TENNESSEE

NOTES TO FINANCIAL STATEMENTS

June 30, 2013

NOTE K - CREDIT RISK - DEPOSITS

Various state statues restrict the types of deposits available to the District. Deposits are
limited to bank demand deposits, certificates of deposits, governmental overnight repurchase
accounts and the State Local Government Investment Pool (SLGIP).

NOTE L - CAPITAL LEASE RECEIVABLES

The Board has entered into a capital lease agreement with Superior Walls of East
Tennessee, Inc. for a new building constructed on Highway 70S in Warren County,
Tennessee. The lease term began on June 1, 2009 and will continue for a period of 20 years.
Superior Walls of East Tennessee, Inc. will pay $ 3,369 per month for the first 60 months
(including interest at a rate of 1.0%), $3,639 for the next 60 months (including interest at
a rate of 2.0%) and $ 3,837 for the remaining 120 months (including interest at a rate of
3.0%) to the Department of Economic and Community Development of the State of Tennessee
on behalf of the Board to be applied to the note payable referred to in note E. Superior Walls
of East Tennessee, Inc. has an option to purchase the leased property for an amount equal
to the total of all unpaid installments under the note associated with the property plus an
additional $ 250.

The Board has entered into a capital lease agreement for the the sale of a manufacturing
facility in Morrison, Tennessee to Morrison Tool & Fab., Inc. The lease term began on
March 1, 2009 and will continue for 15 years. Under the terms of the lease, monthly payments
are $ 25,850 including interest at a rate of .25%. Morrison Tool & Fab, Inc. has the option to
purchase the facility for $ 1 at the end of the lease.

Future minimum capital lease receivables are as follows:

Superior Walls

Fiscal year ending of East Morrison Tool

June 30, Tennessee, Inc. & Fab, Inc. Amount
2014 $ 43,675 $ 310,200 $ 353,875
2015 43,675 310,200 353,875
2016 43,873 310,200 354,073
2017 46,043 310,200 356,243
2018 46,043 310,200 356,243
Beyond five years 410,552 917,553 1,328,105
633,861 2,468,553 3,102,414
Less interest 100,014 49,947 149,961
TOTAL $ 533,847 $ 2,418,606 $ 2,952,453

NOTE M - COMMITMENTS

The Board has committed to purchasing two pieces of property which will cost $ 550,000 and
has taken an option on another piece of property which will cost approximately $250,000 if
exercised.

NOTE N - RISK OF LOSS

It is the policy of the Board to purchase commercial insurance for the risks of losses to which
it is exposed. These risks include general liability, property and casualty, workers' compensation
and environmental. Settled claims have not exceeded this commercial coverage in any of the
past three fiscal years.

See Independent Auditors' Report. 21



OTHER SUPPLEMENTARY INFORMATION




THE INDUSTRIAL DEVELOPMENT BOARD OF McMINNVILLE-WARREN COUNTY, TENNESSEE

SCHEDULE OF LONG TERM DEBT PRINCIPAL AND INTEREST REQUIREMENTS

June 30, 2013

Caney Fork Electric Cooperative

Year Ended Non-Interest Bearing Loans
June 30, Principal Principal Principal Principal Principal Principal
2014 $ 27,500 $ 82,224 § 75,372 $ 30,555 § 54,816 $ 22,222
2015 30,000 82,224 82,224 33,333 82,224 33,333
2016 30,000 82,224 82,224 33,333 82,224 33,333
2017 10,000 61,661 82,224 33,333 82,224 33,333
2018 82,224 33,333 82,224 33,333
2019 82,224 33,333 82,224 33,333
2020 41,096 16,669 82,224 33,333
2021 82,224 33,333
2022 82,224 33,333
2023 27,392 11,114
TOTAL $ 97,500 $ 308,333 $ 527,588 $ 213,889 $ 740,000 $ 300,000
TN Dept of Economic TN Dept of Economic
Year Ended & Community Development & Community Development
June 30, Principal Interest Total Principal Interest Total
2014 $ 31,025 $ 9,911 § 40,936 $ 33,321 § 10,354 $ 43,675
2015 34,583 10,075 44,658 34,050 9,625 43,675
2016 35,071 9,953 45,024 34,576 9,297 43,873
2017 34,564 12,290 46,854 33,658 12,385 46,043
2018 35,704 11,150 46,854 34,682 11,361 46,043
2019 36,882 9,972 46,854 35,737 10,306 46,043
2020 38,099 8,756 46,855 36,824 9,219 46,043
2021 39,356 7,499 46,855 37,944 8,099 46,043
2022 40,654 6,201 46,855 39,098 6,945 46,043
2023 41,995 4,859 46,854 40,287 5,756 46,043
2024 43,381 3,474 46,855 41,513 4,530 46,043
2025 44,812 2,043 46,855 42,775 3,268 46,043
2026 38,471 576 39,047 44,076 1,967 46,043
2027 45,306 739 46,045
TOTAL $ 494597 $ 96,759 § 591,356 $ 533847 $ 103,851 § 637,698
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THE INDUSTRIAL DEVELOPMENT BOARD OF McMINNVILLE-WARREN COUNTY, TENNESSEE

SCHEDULE OF LONG TERM DEBT PRINCIPAL AND INTEREST REQUIREMENTS

June 30, 2013

Cumberland Area

Tennessee Valley

Year Ended Investment Corporation Authority

June 30, Principal Interest Total Principal Interest Total
2014 $ 18,907 $ 8,633 §$ 27,540 $ 92,765 $ 13,380 106,145
2015 19,776 7,764 27,540 96,544 9,600 106,144
2016 20,684 6,855 27,539 100,464 5,680 106,144
2017 21,634 5,905 27,539 86,845 1,609 88,454
2018 22,628 4,911 27,539
2019 23,668 3,872 27,540
2020 24,755 2,784 27,539
2021 25,893 1,647 27,540
2022 22,485 467 22,952

TOTAL $ 200,430 $ 42,838 § 243,268 $ 376,618 § 30,269 406,887

Caney Fork
Electric Cooperative
Principal Interest Total

2014 $ 25191 § 3,977  § 29,168
2015 28,828 2,992 31,820
2016 30,303 1,517 31,820
2017 13,802 182 13,984

TOTAL $ 98,124 $ 8,668 §$ 106,792
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THE INDUSTRIAL DEVELOPMENT BOARD OF
McMINNVILLE - WARREN COUNTY, TENNESSEE

SCHEDULE OF INSURANCE IN FORCE

June 30, 2013

The Board had the following insurance coverage in force at June 30, 2013:

Coverage
Property and Crime:

Personal property

Employee dishonesty
Forgery, theft, computer fraud
Spec building

Equipment breakdown

Workman's Compensation

General Liability:
Bodily injury

Catastrophic medical
Accidental medical payments

Fire
Impounded property
Property damage

Errors and omissions

Automobile Liabilitiy:
Bodily injury

Property damage
Catastrophic medical
Medical payments

Uninsured motorist:
Bodily injury
Property damage
Comprehensive & collision

See Independent Auditors' Report.

Amount of Expiration
Coverage Date

$ 35,000 August 29, 2013
150,000
150,000
1,637,500
1,572,500

Statuatory  August 29, 2013

August 29, 2013
300,000 per incident
700,000 aggregate
1,000,000

1,000 per incident
10,000 aggregate

100,000

100,000

100,000

5,000,000

August 29, 2013
300,000 per incident
700,000 aggregate
100,000
1,000,000
1,000 per incident
10,000 aggregate

300,000
100,000
per schedule
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THE INDUSTRIAL DEVELOPMENT BOARD OF
McMINNVILLE-WARREN COUNTY, TENNESSEE

NOTE TO SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS,
STATE FINANCIAL ASSISTANCE, AND OTHER AWARDS

Year ended June 30, 2013

NOTE A - BASIS OF PRESENTATION

The accompanying schedule of expenditures of federal awards, state financial assistance,
and other awards includes the federal and state grant activity of the Board and is presented
on the accrual basis of accounting. The information in this schedule is presented in
accordance with the requirements of OMB Circular A-133, "Audits of States, Local
Governments, and Non-Profit Organizations." Therefore, some amounts presented in this
schedule may differ from amounts presented in, or used in the preparation of, the basic
financial statements.

See Independent Auditors' Report. 27
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INDEPENDENT AUDITOR’S 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 '

Board of Directors
Industrial Development Board of McMinnville-Warren County

McMinnville, Tennessee

We have audited, in accordance with the 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, the financial statements of the
governmental activity, the major fund, and the statement of budgetary comparison of the General
Fund of Industrial Development Board of McMinnville-Warren County, as of and for the year ended
June 30,2013, and the related notes to the financial statements, which collectively comprise Industrial
Development Board of McMinnville-Warren County’s basic financial statements and have issued our

report thereon dated January 20, 2014.

Internal Control Over Financial Reporting

In planning and performing our audit of the financial statements, we considered Industrial
Development Board of McMinnville-Warren County’s internal control over financial reporting
(internal control) to determine the audit procedures that are appropriate in the circumstances for the
purpose of expressing our opinions on the financial statements, but not for the purpose of expressing
an opinion on the effectiveness of Industrial Development Board of McMinnville-Warren County’s
internal control. Accordingly, we do not express an opinion on the effectiveness of Industrial
Development Board of McMinnville-Warren County’s internal control.

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 entity’s financial statements will not be prevented, or detected and
corrected on a timely basis. 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.
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Our consideration of the 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 that might be material weaknesses or significant deficiencies and therefore,
material weaknesses or significant deficiencies may exist that were not identified. Given these
limitations, during our audit we did not identify and deficiencies in internal control that we consider
to be material weaknesses. However, material weaknesses may exist that have not been identified.
We did identify one deficiency in internal control, described in the accompanying schedule of findings
and questioned costs as item 11-1 that we consider to be a significant deficiency.

Compliance and Other Matters

As part of obtaining reasonable assurance about whether Industrial Development Board of
McMinnville-Warren County’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.

Industrial Development Board of McMinnville-Warren County’s Response to Findings

Industrial Development Board of McMinnville-Warren County’s response to the findings identified
in our audit is described in the accompanying schedule of findings and questioned costs. Industrial
Development Board of McMinnville-Warren County’s response was not subjected to the auditing
procedures applied in the audit of the financial statements and, accordingly, we express no opinion

on it.

Purpose of this Report

The purpose of this report is solely to describe the scope of our testing of internal control and
compliance and the results of that testing, and not to provide an opinion on the effectiveness of the
entity’s internal control or on compliance. This report is an integral part of an audit performed in
accordance with Government Auditing Standards in considering the entity’s internal control and
compliance. Accordingly, this communication is not suitable for any other purpose.

QWM\: 2 QMM
Certified Public Accountants

McMinnville, Tennessee
January 20, 2014
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INDEPENDENT AUDITOR’S REPORT ON COMPLIANCE FOR EACH MAJOR
PROGRAM AND ON INTERNAL CONTROL OVER COMPLIANCE REQUIRED BY OMB
CIRCULAR A-133

Board of Directors
The Industrial Development Board of McMinnville-Warren County, Tennessee

McMinnville, Tennessee
Report on Compliance for Each Major Federal Program

We have audited Industrial Development Board of McMinnville-Warren County’s compliance with
the types of compliance requirements described in the OBM Circular A-133 Compliance Supplement
that could have a direct and material effect on each of Industrial Development Board of
McMinnville-Warren County’s major federal programs for the year ended June 30, 20 13. Industrial
Development Board of McMinnville-Warren County’s major federal programs are identified in the
summary of auditor’s results section of the accompanying schedule of findings and questioned costs.

Management’s Responsibility

Management is responsible for compliance with the requirements of laws, regulations, contracts, and
grants applicable to its federal programs.

Auditor’s Responsibility

Our responsibility is to express an opinion on compliance for each of Industrial Development Board
of McMinnville-Warren County’s major federal programs based on our audit of the types of
compliance requirements referred to above. We conducted our audit of compliance in accordance
with auditing standards generally accepted in the United States of America; the standards applicable
to financial audits contained in Government Auditing Standards, issued by the Comptroller General
ofthe United States; and OMB Circular A-133, Audits of States, Local Governments, and Non-Profit
Organizations. Those standards and OMB Circular A-133 require that we plan and perform the
audit to obtain reasonable assurance about whether noncompliance with the types of compliance
requirements referred to above that could have a direct and material effect on a major federal
program occurred. An audit includes examining, on a test basis, evidence about Industrial
Development Board of McMinnville-Warren County’s compliance with those requirements and
performing such other procedures as we consider necessary in the circumstances.

We believe that our audit provides a reasonable basis for our opinion on compliance requirements
referred to above that could have a direct and material effect on each of its major federal programs

for the year ended June 30, 2013.
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Opinion on Each Major Federal Program

In our opinion, Industrial Development Board of McMinnville-Warren County, complied, in all
material respects, with the types of compliance requirements referred to above that could have a direct
and material effect on each of its major federal programs for the year ended June 30, 2013.

Report of Internal Control Over Compliance

Management of Industrial Development Board of McMinnville-Warren County, is responsible for
establishing and maintaining effective internal control over compliance with the type of compliance
requirements referred to above. In planning and performing our audit of compliance, we considered
Industrial Development Board of McMinnville-Warren County’s internal control over compliance
with the types of requirements that could have a direct and material effect on each major federal
program to determine the auditing procedures that are appropriate in the circumstances for the
purpose of expressing an opinion on compliance for each major federal program and to test and report
on internal control over compliance in accordance with OMB Circular A-133, but not for the purpose
of expressing an opinion on the effectiveness of internal control over compliance. Accordingly, we
do not express an opinion on effectiveness of Industrial Development Board of McMinnville-Warren

County’s internal control over compliance.

A deficiency in internal control over compliance exists when the design or operation of control does
not allow management or employees, in the normal course of performing their assigned functions,
to prevent, or detect and correct noncompliance with a type of compliance requirement of a federal
program on a timely basis. A material weakness in internal control over compliance is a deficiency,
or combination of deficiencies, in internal control over compliance, such that there is a reasonable
possibility that material noncompliance with type of compliance requirement of a federal program
will not be prevented, or detected and corrected, on a timely basis. A significant deficiency ininternal
control over compliance is a deficiency, or a combination of deficiencies, in internal control over
compliance with a type of compliance requirement of a federal program that is less severe than a
material weakness in internal control over compliance, yet important enough to merit attention by

those charged with governance.

Our consideration of the internal control over compliance 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 compliance that might be material weaknesses or significant deficiencies. We did not identify
any deficiencies in internal control over compliance that we consider to be material weaknesses.
However, material weaknesses may exist that have not been identified. We did identify one
deficiency in internal control, described in the accompanying schedule of findings and questioned cost
as item 11-1 that we consider to be a significant deficiency.
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The purpose of this report on internal control over compliance is solely to describe the scope of our
testing of internal control over compliance and the results of that testing based on the requirements
of OMB Circular A-133. Accordingly, this report is not suitable for any other purpose. '

@le

Certified Public Accountants

McMinnville, Tennessee
January 20, 2014
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Industrial Development Board of McMinnville-Warren County

SCHEDULE OF FINDINGS and QUESTIONED COSTS
Year Ended June 30, 2013

SECTION I - SUMMARY OF AUDITOR’S RESULTS

Financial Statements

Type of auditor’s report issued: Ungqualified
Internal control over financial reporting:
. Material weaknesses identified? yes X no

+  Significant deficiencies identified that are not

considered to be material weaknesses? X yes no
Noncompliance material to financial statements noted? yes X no
Federal Awards

Internal control over major programs:
o Material weaknesses identified? yes X _no

« Significant deficiencies identified that are not
considered to be material weaknesses? X _yes no

Type of auditor’s report issued on compliance for
major programs: Ungqualified

Any audit findings disclosed that are required

to be reported in accordance with section 510(a)
of Circular A-133? yes X _no

Identification of major programs:

CFDA Numbers Name of Federal Program of Cluster

U.S. Department of Agriculture
10.854 Rural Economic Development
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Industrial Development Board of McMinnville-Warren County
Year Ended June 30, 2013
Dollar threshold used to distinguish between type A

and type B programs: ' $300,000

Auditee qualified as low-risk auditee?

SECTION II - FINANCIAL STATEMENT FINDINGS
11-1 Finding - Internal Control

Condition and Criteria - The Board does not have the proper segregation of duties for an
effective system of internal control.

Cause - The Board is a very small entity with limited resources which only
one accounting personnel.

Effect - The lack of an adequate internal control system subjects the Board
to the possibility of fraud or miss appropriation of assets being
committed.

Recommendation - The Board should mitigate its exposure by having increased

oversight by the Board such as examining bank reconciliations,
closely monitoring budgets, etc.

Management’s Response - "We will continue increased oversight performed by the
Board. Another employee has been hired and will assume

some accounting functions which should also mitigate this
finding.”

SECTION III - FEDERAL AWARD FINDINGS AND QUESTIONED COSTS
11-1 Finding - Internal Control

Condition and Criteria - The Board does not have the proper segregation of duties for an
effective system of internal control.
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Cause - The Board is a very small entity with limited resources which only
one accounting personnel.

Effect - The lack of an adequate internal control system subjects the Board
to the possibility of fraud or miss appropriation of assets being
committed.

Recommendation - The Board should mitigate its exposure by having increased

oversight by the Board such as examining bank reconciliations,
closely monitoring budgets, etc.

Management’s Response - "We will continue increased oversight performed by the
Board. Another employee has been hired and will assume
some accounting functions which should also mitigate this

finding.”

Schedule of Prior Audit Findings

Finding 11-1 was mentioned last year for the financial statements.
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