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INDEPENDENT AUDITOR'S REPORT

To the Board of Commissioners
Northwest Tennessee Regional Port Authority

Report on the Financial Statements

We have audited the accompanying financial statements of Northwest Tennessee Regional Port Authority
(the Port Authority) as of and for the year ended June 30, 2014, and the related notes to the financial
statements, which collectively comprise the Port Authority’s basic 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 controt 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 risks 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 of accounting policies used and the reasonableness of significant accounting estimates
made by management, as well as evaluating the overall presentation of the financial statements.

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

In our opinion, the financial statements referred to above present fairly, in all material respects, the
respective financial position of the Port Authority, as of June 30, 2014, and the respective changes in
financial position and, where applicable, cash flows thereof for the year then ended in accordance with
accounting principles generally accepted in the United States of America.

Other Matters
Required Supplementary Information

Accounting principles generally accepted in the United States of America require that the management's
discussion and analysis on pages 5-7 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 Port Authority’s basic financial statements. The introductory section and other
supplementary information section are presented for purposes of additional analysis and are not a
required part of the basic financial statements.

The schedule of expenditures of federal awards and state financial assistance is the responsibility of
management and is derived from and relates 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 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 schedule of expenditures of federal awards and state financial assistance is
fairly stated, in all material respects, in relation to the basic financial statements as a whole.

The introductory and other supplementary information sections have not been subjected to the auditing
procedures applied in the audit of the basic financial statements and, accordingly, we do not express an
opinion or provide any assurance on them.
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Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated October 29,
2014, on our consideration of the Port Authority’s internal control over financial reporting and on our tests
of its compliance with certain provisions of laws, regulations, contracts, and grant agreements and other
matters. The purpose of that report is to describe the scope of our testing of internal control over financial
reporting and compliance and the results of that testing, and not to provide an opinion on internal control
over financial reporting or on compliance. That report is an integral part of an audit performed in
accordance with Government Auditing Standards in considering the Port Authority’s internal control over

financial reporting and compliance.
- N
@4‘ Gyt é M

Dyersburg, Tennessee
October 29, 2014




NORTHWEST TENNESSEE REGIONAL PORT AUTHORITY

MANAGEMENT’S DISCUSSION AND ANALYSIS

Fiscal Year 2014

The Northwest Tennessee Regional Port Authority (NTRPA) is a regional public authority, chartered with the
State of Tennessee by the counties of Lake, Dyer, and Obion. NTRPA is governed by an eight person board,
consisting of (4) members appointed by the legislative bodies of Lake County, (2) members appointed by the
legislative bodies of Dyer County, and (2) members appointed by legislative bodies of Obion County. Its purpose
is to administrate the financial and developmental needs of the Cates Landing port and industrial park.

This discussion and analysis is designed to (a) assist the reader in focusing on significant financial issues, (b)
provide an overview of NTRPA'’s financial activity, (c) identify any financial concerns. The Management
Discussion and Analysis (MD&A) focuses primarily on the business activities for the fiscal year ending June 30,
2014. A condensed format of the Statement of Net Assets as well as the Statement of Revenues, Expenses, and
Changes in Net Assets is included in the MD&A for reference purposes. The MD&A should be read in
conjunction with the full comprehensive NTRPA financial statements.

Background

Lake County, Dyer County, and Obion County lacked the necessary infrastructure to attract industry to their
economically depressed areas. To create jobs in this region, county officials focused on the proximity of the
Mississippi River. After years of strategic planning, the leaders proposed the development, construction, and
operation of a port on the Mississippi River in Lake County. The port and industrial park are expected to be an
economic development tool to attract business and industry to the three-county region. To that extent, the
Northwest Tennessee Regional Port Authority was created. After site selection, a Master Plan and Engineering
Study were completed, and land acquisitions for the harbor and port/industrial park were started. A small amount
of private donations were used to initiate beginning operations for the NTRPA.

Statement of Net Position

NTRPA has current assets of cash in the amount of $33,877, grant receivable of $74,352 due from the State of
Tennessee, refund receivable of $40,000, and prepaid insurance in the amount of $23,190. The cost of
engineering and legal work has been designated to specific capital assets upon completion of the projects. The
Port building projects were completed during the 2013-2014 fiscal year, and their values are being carried on the
book as depreciating fixed assets. The current year Construction in Progress has decreased due to the
completion of these projects. Current accounts payable include $18,445 of railroad related construction in
progress performed in June of 2013, with the remaining current accounts payable of $1,254 due for normal
operating expenses. NTRPA is waiting to receive requested grant funds to pay the current liability. The remaining
balance of the Gibson EMC loan is listed in Notes Payable under Long-term Liabilities. The amount due to the
counties has increased this year due to the county contributing to the NTRPA by making payments on the note.

Net position represents the difference between assets and liabilities. The increase in Net Position reflects the net
income of the fiscal year. Net Position contains the amount invested in Capital Assets net of related debt, the
amount of Restricted Net Position, and the amount of Unrestricted Net Position.



Statement of Net Position
June 30, 2014 (Condensed)

Assets 2014 2013
Current Assets
Cash in Bank $ 33,877 $ 548,238
Accounts Receivable 40,000 3 221
Grants Receivable 74,352 693,427
Prepaid Insurance 23,190 20,175
171,419 1,262,061

Capital Assets N
Land 5,766,169 2,334,041
Net Fixed Assets 20,886,939 4,838,306
Construction in Progress 115,971 20,233,734
26,771,079 27,406,081
Total Assets $ 26,942,498 $ 28,668,142

Liabilities & Net Position
Current Liabilities

Accounts Payable $ 19,699 $ 1,062,117
Notes Payable - current 131,250 51,250
150,949 1,113,367

Long-term_Liabilities
Notes Payable 85,417 136,667
County Bond Interest & Loan re-pay 2,473,333 2,422,083
2,558,750 2,558,750
Total Liabilities 2,709,699 3,672,117

Net Position

Net Investment in Capital Assets 24,081,079 24,796,081
Unrestricted Net Position 151,720 199,944
Total Net Position 24,232,799 24,996,025
Total Liabilities & Net Position $ 26,942,498 $ 28,668,142

Statement of Revenues, Expenses, and Changes in Net Position

NTRPA is in the early phase of operations. NTRPA's Operating Revenue consists of $40,200 income from leasing
NTRPA owned land for farm operations. Operational expenses consist of depreciation, payroll, insurance
premiums, professional services, utilities, supplies and maintenance. Grant revenue consists of funds from state
and federal grants that were issued to the NTRPA. In fiscal year ending June 30, 2014, NTRPA received
developmental grants totaling $122,034 from the State of Tennessee and $12,164 from the Federal government.
NTRPA also received $2,000 in contributed funds from the United States Department of Agriculture. NTRPA had
a decrease of $763,226 in Net Position for the year.




STATEMENT OF REVENUES, EXPENSES, AND CHANGES IN NET POSITION
June 30, 2014 (Condensed)

2014 2013
Operating Revenue
Operating Income $ 40,200 $ 71,859
Total Operating Revenue 40,200 71,859
Operating Expenses
Operating Expenses 941,223 279,029
Total Operating Expenses 941,223 279,029
Nonoperating Revenue and (Expenses)
Grant Revenue 134,198 11,138,301
Contributed funds 2,000 90,300
Interest earned on deposits 1,886 4416
Interest paid on capital debt (287)
Total Nonoperating Revenue 137,797 11,233,017
Increase (Decrease) in Net Position (763,226) 11,025,847
Net Position - Beginning 24,996,025 13,970,178
Net Position - Ending $ 24,232,799 $ 24,996,025

Financial and Operational Highlights

In October 2010, NTRPA was approved for a TIGER |l grant from the Federal government for $13 million to help
complete the project and bring it into operation. In addition, NTRPA was awarded a $7 million TIGER Ii grant
from the State of Tennessee. In August 2013, NTRPA was approved for a $500,000 grant from the State of
Tennessee Economic Development for the purpose of funding a railroad project. NTRPA was approved for
additional grants from the State of Tennessee Department of Transportation. Dyer, Lake and Obion counties
continue to share in the cost of an operational loan from Gibson EMC and Dyer and Lake Counties also made
interest payments on the $1.65 million bond issue. John Lannom (Legal representative for the NTRPA) also
continued to provide his firm’s legal work almost completely on a “pro bono” basis.



NORTHWEST TENNESSEE REGIONAL PORT AUTHORITY

Current Assets
Cash in bank
Refund receivable
Grant receivable
Prepaid insurance
Total Current Assets

Capital Assets
Land

Land Improvements
Harbor

Pier

Buildings

Equipment

Accumulated depreciation

STATEMENT OF NET POSITION
June 30, 2014

ASSETS

$ 5,768,169
1,647,090
5,005,144

12,123,615
2,150,886
891,683

(931,379)

Net Capital Assets before Construction in Progress

Construction in progress
Total Capital Assets

TOTAL ASSETS

Current Liabilities
Accounts payable
Notes payable - current
Total Current Liabilities

Long-term Liabilities
Notes payable
Due to county governments
Total Long-term Liabilities

TOTAL LIABILITIES

Net Position
Net investment in capital assets
Unrestricted net position
TOTAL NET POSITION

LIABILITIES AND NET POSITION

TOTAL LIABILITIES AND NET POSITION

$

33,877
40,000
74,352

23,190

26,655,108
115,971

19,699

131,250

85,417

2,473,333

See accompanying notes and independent auditor's report.
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NORTHWEST TENNESSEE REGIONAL PORT AUTHORITY
STATEMENT OF REVENUES, EXPENSES, AND CHANGES IN NET POSITION
For the Year Ending June 30, 2014

Operating Revenues
Farm land lease $ 40,200
Total Operating Revenues 40,200

Operating Expenses

Depreciation expense 764,541
Payroll expense 27,156
Payroll tax expense 2,362
General insurance 42 656
Supplies 2,324
Advertising 235
Dues & subscriptions 1,500
Maintenance & repair 10,900
Miscellaneous expense 92
Professional services 64,968
Utilities ‘ 15,709
Regulatory fees 827
Travel expenses 7,953
Total Operating Expenses 941,223
Operating Income (Loss) (901,023)
Nonoperating Revenues and Expenses
Interest earned on deposits 1,886
Interest expense (287)
Total Nonoperating Revenues and Expenses 1,599
Income Before Capital Contributions (899,424)
Capital Contributions
State grant funds 122,034
Federal grant funds 12,164
Other contributed funds 2,000
Total Capital Contributions 136,198
Increase (Decrease) in Net Position (763,228)
Net Position - Beginning of Period 24,996,025
Net Position - End of Period $ 24,232,799

See accompanying notes and independent auditor's report.



NORTHWEST TENNESSEE REGIONAL PORT AUTHORITY
STATEMENT OF CASH FLOWS
For the Year Ending June 30, 2014

Cash Flows From Operating Activities
Receipts from land rental
Payments to suppliers
Payments to employees
Net cash provided (used) by operating activities

Cash Flows From Capital and Related Financing Activities
Purchase of capital assets
Receipts from county governments
Borrowings on line of credit
Principal payment on debt
Interest paid on capital related debt
Grants received
Other contributed funds received
Net cash provided (used) by capital and related financing activities

Cash Flows From Investing Activities
interest received on deposits
Net cash provided (used) by investing activities

Net increase (decrease) in cash and cash equivalents
Balances - beginning of year

Balances - end of the year

Reconciliation of Operating Income (Loss) to Net Cash
Provided (Used) by Operating Activities
Operating income (loss)
Adjustments to reconcile operating income to net cash provided
by operating activities:

Depreciation expense
Changes in assets and liabilities:

Accounts payable

Prepaid expenses

Net cash provided (used) by operating activities

See accompanying notes and independent auditor's report.

10

$ 40,200
(132,840)
27,156

(119,796)

(1,191,657)
51,250
80,000

(51,250)

(287)
713,493
2,000

(396,451)

1,886
1,886

(514,361)
548,238

$ 33,877

$ (901,023)

764,541

19,699

(3,013)
$ _ (119,796)



NORTHWEST TENNESSEE REGIONAL PORT AUTHORITY
NOTES TO FINANCIAL STATEMENTS
June 30, 2014

Note A - Significant Accounting Policies

Reporting Entity

The Northwest Tennessee Regional Port Authority (the Port Authority) was organized as a joint venture by
the duly elected and constituted Legislative Bodies of Lake, Dyer and Obion Counties to construct and
operate the port and harbor facilities at Cates Landing in northern Lake County. The Port Authority is a
single entity and not a component of any other governmental unit. The Executive Officer of each county
appoints its representatives to serve on the Port Authority’s Board of Commissioners. The Board of
Commissioners is made up of four representatives from Lake County and two each from Dyer and Obion
County. The Board is responsible for the operation and management of the Port Authority and serves as
the Industrial Board. There are no other agencies or entities under the authority of the Board.

Measurement Focus and Basis of Accounting

The Port Authority maintains its books and records using an economic resource measurement focus on a full
accrual basis. Under the accrual basis of accounting, revenues are recognized when they are earned and
expenses are recognized when they are incurred. The Port Authority's operations are financed and operated
in @ manner similar to private business enterprises where the intent of the governing body is that costs
(expenses, including depreciation) of providing goods and services to the general public on a continuing
basis be financed or recovered primarily through user charges.

The Port Authority distinguishes operating revenues and expenses from nonoperating items. Operating
revenues and expenses generally result from providing services with the Port Authority’s principal ongoing
operations. When the Port Authority is fully operational the principal operating revenues will be generated
through user fees and lease agreements. Operating expenses will include administrative expenses,
insurance and depreciation on capital assets. All revenues and expenses not meeting this definition are
reported as nonoperating revenues and expenses.

The Port Authority's financial statements are prepared in accordance with generally accepted accounting
principles (GAAP). The Governmental Accounting Standards Board (GASB) is responsible for establishing
GAAP for state and local governments through its pronouncements (Statements and Interpretations).

Cash and Cash Equivalents

The Port Authority considers all temporary cash investments with a maturity of three months or less when
purchased to be cash equivalents.

investments
State statutes authorize the Port Authority to invest in certificates of deposit at state and federal chartered

banks, obligations of the U.S. Treasury, commercial paper, corporate bonds, repurchase agreements, and
the State Treasurer’s Investment Pool.

11



NORTHWEST TENNESSEE REGIONAL PORT AUTHORITY
NOTES TO FINANCIAL STATEMENTS (CONTINUED)
June 30, 2014

Note A - Significant Accounting Policies (Continued)

Capital Assets

The Port Authority is currently in the early stages of organization which consists principally of the
construction of the harbor. As capital assets are placed in service the Port Authority will depreciate the
assets on the straight-line basis over the estimated useful life of the asset acquired. The assets are
categorized as follows:

Asset Depreciable Life
Office Furniture and Fixtures 5-20
Buildings & Land Improvements 30
Equipment and Tools 10
Transportation Equipment 5

Construction period interest, if applicable, is capitalized into the cost of appropriate fixed assets and then
shown as a part of the carrying value of the capital assets. During the year ended June 30, 2014, the Port
Authority did not incur construction period interest.

Estimates

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

Net Position

Net position presents the difference between assets and liabilities in the statement of net position. Net
position invested in capital assets are reduced by the outstanding balances of any borrowing used for the
acquisition, construction or improvement of those assets. Net position is reported as restricted when there
are legal limitations imposed on their use. If restricted and unrestricted positions are available for the same
purpose, then restricted position will be used before unrestricted position.

Events Occurring After Reporting Date

The Port Authority has evaluated events and transactions that occurred between June 30, 2014 and
October 29, 2014, which is the date that the financial statements were available to be issued, for possible
recognition or disclosure in the financial statements.

12




NORTHWEST TENNESSEE REGIONAL PORT AUTHORITY
NOTES TO FINANCIAL STATEMENTS (CONTINUED)
June 30. 2014

Note B — Economic Dependency

The Northwest Tennessee Regional Port Authority was organized to construct and operate the port and
harbor facilities at Cates Landing in northern Lake County, Tennessee. The entity has relied on grants
and other governmental contributions to provide the funds necessary to acquire land and perform
preliminary activities for the construction of the project. The Port Authority expects the State of
Tennessee to guarantee the debt financing.

The facility's future success will depend on its ability to attract industry to its neighboring industrial park
and the services provided to river traffic in northern Lake County, Tennessee.

Note C - Insured Deposits

The Port Authority is mandated by law to require that the financial institutions in which it maintains
deposits to pledge securities to insure deposits over $250,000. At June 30, 2014 the Port Authority’s
carrying amount of deposits was $33,877 and the bank balance was $126,819. Of the bank balance, the
totai amount of $126,819 was covered by federal depository insurance. The Port Authority has its bank
accounts with a member of the State of Tennessee bank collateral pool to protect itself in the event its
bank accounts exceed the FDIC limits.

Note D - Risk Management

The Port Authority manages the various types of risk through the use of commercial insurance. The Port
Authority insures against the risk of loss of property and misappropriation of funds. There were no
settlements in excess of insurance coverage in any of the past three years.

Note E - Net Working Capital

The net working capital of the Port Authority was $20,470 at June 30, 2014,

Note F - Schedule of Capital Assets

The following is a schedule of the Port Authority’s capital assets at June 30, 2014.

Balance Balance
6/30/13 Increases Decreases 6/30/14
Capital assets, not being depreciated
Land and land rights 3 2,334,041 $ 3,434,128 $ - $ 5,768,169
Construction in progress 20,233,734 129,539 20,247,302 115,971
Total assets, not being depreciated 22,567,775 3,563,667 20,247,302 5,884,140
Capital assets, being depreciated
Harbor 5,005,144 - - 5,005,144
Pier - 12,123,615 - 12,123,615
Buildings - 2,150,886 - 2,150,886
Equipment - 891,583 - 891,583
Land Improvements - 1,647,090 - 1,647,090
Accumulated Depreciation (166,838) (764,541) - (931,379)
Total assets, being depreciated 4,838,306 16,048,633 - 20,886,939
Total capital assets, net $ 27,406,081 $ 19,612,300 $ 20,247,302 $ 26,771,079
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NORTHWEST TENNESSEE REGIONAL PORT AUTHORITY
NOTES TO FINANCIAL STATEMENTS (CONTINUED)
June 30, 2014

Note G — Long-Term Debt

During the year ending June 30, 2007 the Board of Commissioners authorized the issuance of the Port
Authority Revenue and Tax Notes, Series 2007 for $2,200,000. The bonds are for the purpose of land
acquisition and capital improvements of the port. The bonds carry an interest rate of 4.15% and matured
March 15, 2012. During the year ending June 30, 2010 Obion County paid $550,000 to retire its portion of
the debt it guaranteed. During the 2012 fiscal year Lake and Dyer County paid off their portion of the debt
which resulted in the retirement of all of the Port Authority Revenue and Tax Notes, Series 2007.

During the year ending June 30, 2007 the Port Authority borrowed $410,000 from the Gibson Electric
Membership Corporation for economic development associated with the port. The loan is a non-interest
bearing loan to be repaid in ninety-six monthly installments of $4,271 beginning April 5, 2009. The
balance at June 30, 2014 was $136,667.

The following is a summary of long-term debt transactions for the year ended June 30, 2014:

Balance Balance

6/30/13 Borrowings Retirements ‘ 6/30/14
Notes Payable $ 187,917 $ - 3 51,250 $ 136,667
$ 187,917 3 - 3 51,250 $ 136,667

Principal and interest maturities for the next three years and thereafter are summarized as follows:

Due For Year(s) Principal Principal Interest Total
Ending June 30 Balance Payment Payment Payment
2015 $ 136,667 $ 51,250 $ - $ 51,250
2016 85,417 51,250 - 51,250
2017 34,167 34,167 - 34,167
$ 136,667 $ - $ 136,667

14



NORTHWEST TENNESSEE REGIONAL PORT AUTHORITY
NOTES TO FINANCIAL STATEMENTS (CONTINUED)
June 30, 2014

Note H — Debt due to Obion, Lake, and Dyer County

A resolution was made at the December, 2011 commissioners meeting regarding the debt owed to Obion,
Lake, and Dyer County as a result of each of those counties paying off their share of the Port Authority
Revenue and Tax Notes, Series 2007 as discussed in Note G. The resolution stated that the Port
Authority will reimburse the counties for bonds issued on the Port Authority’s behalf, but will have the
discretion as to when they will be repaid. The Port Authority is not obligated to reimburse all three counties
at once, but can choose to make partial payments. Flexibility is built into the resolution because the Port
Authority cannot say if or when the port will become profitable.

The following is @ summary of transactions in long-term debt due to county governments for the year
ended June 30, 2014:

Balance Balance

: 6/30/13 Borrowings Retirements 6/30/14
Due to County Government $ 2,422,083 $ 51,250 $ - $ 2,473,333
$ 2422083 $ 51,250 $ - $ 2,473,333

Note | - Fair Value of Financial Instruments

As discussed in the previous note, the Port Authority borrowed $410,000 from Gibson Electric
Membership Corporation with a no interest loan. The estimated fair value of the note based on an
imputed interest rate of 4.15% is as follows:

June 30, 2014

Carrying Estimated
Amount Fair Value
Long-term debt $ 136,667 $ 132,976

Note J — Line of Credit

In September 2013, First Citizens National Bank granted the Port Authority a $500,000 line of credit with a
maturity date of September 11, 2014. The line of credit bears an interest rate of 3.8%. The following is a
summary of transactions pertaining to the line of credit for the year ended June 30, 2014

Balance Balance
6/30/13 Borrowings Retirements 6/30/14
Line of Credit 3 - $ 80,000 $ - $ 80,000

$ - $ 80,000 $ - $ 80,000

15



NORTHWEST TENNESSEE REGIONAL PORT AUTHORITY
NOTES TO FINANCIAL STATEMENTS (CONTINUED)
June 30, 2014

Note K — Grant Contracts

On August 1, 2013 the Port Authority entered into a grant contract with the Tennessee Department of
Economic Development effective for the three year period ending July 31, 2016. Under the grant contract,
the State will provide the Port Authority with $500,000 to implement Phase | of the rail extension project.
Phase | consists of applying for a rail right-of-way determination for a 5.5 mile rail spur that will connect the
Port Authority to the Canadian National Railroad’s North American Main Line via the short haul rail
operated by the TennKen Railroad. The funds will be expensed for planning engineering, surveying, full
environmental assessments, Surface Transportation Board permit application fee, engineering
coordination, legal fees, property appraisals, property options, and other related costs necessary to secure
permits required for construction of the rail spur. During fiscal year ended June 30, 2014, the Port
Authority expended $115,485 of the grant funds.

16



NORTHWEST TENNESSEE REGIONAL PORT AUTHORITY

SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS AND STATE FINANCIAL ASSISTANCE

For the Year Ending June 30, 2014

Federal (Accrued) (Accrued)
CFDA Contract Deferred Cash Deferred
Grantor/Pass-Through Grantor Number Number June 30, 2013 Receipts Expenditures June 30, 2014
Federal Awards
US Department of Transportation 20.933 DTMA1G11004 $ (316,465) 3 328,629 3 12,164 3 -
State Awards
State of Tennessee - Department :
of Finance and Administration N/A 529/000-02-2011 (376,962) 383,512 6,550 -
State of Tennessee - Department
of Economic Development N/A 33006-06914 - 41,133 115,485 (74,352)
$ (693,427) 3 753,274 $ 134,199 $ (74,352)

The schedule was prepared using the accrual basis of accounting.

See accompanying notes and independent auditor's report.
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NORTHWEST TENNESSEE REGIONAL PORT AUTHORITY

SCHEDULE OF DEBT SERVICE REQUIREMENTS
June 30, 2014

Note Payable - Gibson Electric Membership Corporation

Due For Year(s) Principal Principal interest Total
Ending June 30 Balance Payment Payment Payment
2015 $ 136,667 $ 51,250 $ $ 51,250
2016 85,417 51,250 - 51,250
2017 34,167 34,167 - 34,167
$ 136,667 3 - $ 136,667

See accompanying notes and independent auditor's report.
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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 Commissioners
Northwest Tennessee Regional Port Authority

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 Northwest Tennessee Regional Port Authority (the Port Authority), as of and for the
year ended June 30, 2014, and the related notes to the financial statements, which collectively
comprise the Port Authority’s basic financial statements and have issued our report thereon dated
October 29, 2014

Internal Control over Financial Reporting

In planning and performing our audit of the financial statements, we considered the Port
Authority’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 the Port Authority's internal control. Accordingly, we do not express an opinion on the
effectiveness the Port Authority’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.

Our consideration of internal control was for the limited purpose described in the first 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 any deficiencies in internal control that we consider to be material weaknesses. However,
material weaknesses may exist that have not been identified. We did identify certain deficiencies
in internal control, described in the accompanying schedule of findings, recommendations, and
responses as Finding 2009-1 that we consider to be a significant deficiency.
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Compliance and Other Matters

As part of obtaining reasonable assurance about whether the Port Authority’s financial statements
are free from material misstatement, we performed tests of its compiiance 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.

The Port Authority’s Response to Findings

The Port Authority’s response to the findings identified in our audit is described in the
accompanying schedule of findings, recommendations, and responses. The Port Authority'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.

@A.%%M

Dyersburg, Tennessee
October 29, 2014
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NORTHWEST TENNESSEE REGIONAL PORT AUTHORITY
SCHEDULE OF FINDINGS, RECOMMENDATIONS AND RESPONSES
June 30, 2014

Prior Year Findings Not implemented

Finding 2009-001: Segregation of Duties

Condition

The Port Authority is in the initial planning and construction phase of this project. The books and
records are being maintained by the Chairman of the Board and therefore segregation of duties is
not in place.

Criteria
Generally accepted accounting principles require that accounting functions be adequately
segregated to ensure that the internal controls are effective.

Effect
The risk of errors and irregularities occurring and not being detected in a timely manner increases
when accounting functions are not adequately segregated.

Recommendation
We recommend that the Port Authority make efforts to improve internal control, including
oversight and review by the Board of Commissioners to mitigate the lack of controls.

Management Response
Management believes that the cost of hiring the personnel necessary to adequately segregate the

accounting functions would exceed the benefits derived. However, management will take the
appropriate steps to improve the system of internal control whenever it is feasible.
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NORTHWEST TENNESSEE REGIONAL PORT AUTHORITY

SCHEDULE OF PRIOR YEAR FINDINGS AND QUESTIONED COSTS

FOR THE FISCAL YEAR ENDED JUNE 30, 2014

Financial Statement Findings

Finding Number Finding Title Status

2009-001 Segregation of Duties Repeated
Federal Award Findings and Questioned Costs

Finding Number Finding Title Status

There were no prior findings

reported.
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