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Summary of Audit Findings
Annual Financial Report
Cumberland County, Tennessee
For the Year Ended June 30, 2014

Scope

We have audited the basic financial statements of Cumberland County as of and for the
year ended June 30, 2014.

Results
Our report on Cumberland County’s financial statements is unmodified.
Our audit resulted in two findings and recommendations, which we have reviewed with
Cumberland County management. Detailed findings, recommendations, and management’s
response are included in the Single Audit section of this report.
Findings
The following are summaries of the audit findings:

OFFICE OF FINANCE DIRECTOR

* The office had budget deficiencies.

OFFICES OF CLERK AND MASTER AND REGISTER OF DEEDS

¢  Multiple employees operated from the same cash drawer.
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Cumberland County Officials
June 30, 2014

Officials

Kenneth Carey, Jr., County Mayor
Scott Blaylock, Road Superintendent
Donald Andrews, Director of Schools
Kim Wyatt, Trustee

David Simcox, Assessor of Property
Jule Bryson, County Clerk

Larry Sherrill, Circuit and General Sessions Courts Clerk

Sue Tollett, Clerk and Master

Judy Graham Swallows, Register of Deeds
Butch Burgess, Sheriff

Nathan Brock, Finance Director

Board of County Commissioners

Kenneth Carey, Jr., County Mayor, Chairman
Larry Allen

Jeff Brown

Terry Carter

Allen Foster

Michael Harvel

David Hassler

Brian Houston

Nancy Hyder

John Kinnunen

Board of Education

James Blalock, Chairman
David Bowman

Sandra Brewer

Gordon Davis

Vivian Hutson

Cumberland County Railroad Authority
Board of Directors

Kenneth Carey, Jr., County Mayor, Chairman
Terry Carter
Mike Speich

Caroline Knight
Joe Koester
Carmin Lynch
Jan McNeil
Johnny Presley
Sonya Rimmer
Harry Sabine
Charles Seiber
Roy Turner

Richard Janeway
Daniel Schlafer
Josh Stone

Dr. Charles Tollett



Cumberland County Officials (Cont.)

Financial Management Committee

Kenneth Carey, Jr., County Mayor, Chairman
Scott Blaylock, Road Superintendent

Donald Andrews, Director of Schools

Michael Harvel

Nancy Hyder

Carmin Lynch

Johnny Presley

Audit Committee

Sonya Rimmer, Chairman
Glenn Harper

Dennis Hinch

Jan McNeil

Harry Sabine
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STATE OF TENNESSEE

COMPTROLLER OF THE TREASURY
DEPARTMENT OF AUDIT

DIVISION OF LOCAL GOVERNMENT AUDIT
SUITE 1500
JAMES K. POLK STATE OFFICE BUILDING
NASHVILLE, TENNESSEE 37243-1402
PHONE (615) 401-7841

Independent Auditor’s Report

Cumberland County Mayor and
Board of County Commissioners
Cumberland County, Tennessee

To the County Mayor and Board of County Commissioners:
Report on the Financial Statements

We have audited the accompanying financial statements of the governmental activities, the
aggregate discretely presented component units, each major fund, and the aggregate
remaining fund information of Cumberland County, Tennessee, as of and for the year ended
June 30, 2014, and the related notes to the financial statements, which collectively
comprise the county’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
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 did not audit the financial statements of the Cumberland County Emergency
Communications District, which represent 2.02 percent, 1.5 percent, and 1.56 percent,
respectively, of the assets, net position, and revenues of the aggregate discretely presented
component units. Those statements were audited by other auditors whose report has been
furnished to us, and our opinion, insofar as it relates to the amounts included for
Cumberland County Emergency Communications District, is based solely on the report of
the other auditors. We conducted our audit in accordance with auditing standards

11



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.

Opinions

In our opinion, based on our audit and the report of other auditors, the financial statements
referred to above present fairly, in all material respects, the respective financial position of
the governmental activities, the aggregate discretely presented component units, each
major fund, and the aggregate remaining fund information of Cumberland County,
Tennessee, as of June 30, 2014, and the respective changes in financial position and the
respective budgetary comparisons for the General and Solid Waste/Sanitation funds for the
year then ended in accordance with accounting principles generally accepted in the United
States of America.

Change in Accounting Principle

As described in Note V.B., Cumberland County has adopted the provisions of Governmental
Accounting Standards Board (GASB) Statement No. 67, Financial Reporting for Pension
Plans and GASB Statement No. 70, Accounting and Reporting for Nonexchange Financial
Guarantees, which have an effective date of June 30, 2014. Our opinion is not modified with
respect to this matter.

Other Matters

Required Supplementary Information

Management has omitted the management’s discussion and analysis that accounting
principles generally accepted in the United States of America require to be presented to
supplement the basic financial statements. Such missing 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
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financial statements in an appropriate operational, economic, or historical context. Our
opinion on the basic financial statements is not affected by this missing information.

Accounting principles generally accepted in the United States of America require that the
schedules of funding progress — pension plan and other postemployment benefits plan on
pages 81 - 83 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.

Supplementary and Other Information

Our audit was conducted for the purpose of forming opinions on the financial statements
that collectively comprise Cumberland County’s basic financial statements. The
introductory section, combining and individual nonmajor fund financial statements,
budgetary comparison schedules of nonmajor governmental funds and the General Debt
Service Fund, combining and individual fund financial statements of the Cumberland
County School Department and the Cumberland County Railroad Authority (discretely
presented component units), and miscellaneous schedules are presented for purposes of
additional analysis and are not a required part of the basic financial statements.

The combining and individual nonmajor fund financial statements, budgetary comparison
schedules of nonmajor governmental funds and the General Debt Service Fund, combining
and individual fund financial statements of the Cumberland County School Department
and the Cumberland County Railroad Authority (discretely presented component units),
and miscellaneous schedules are the responsibility of management and were derived from
and 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 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 by us. In our opinion, based
on our audit and the procedures performed as described above, the combining and
individual nonmajor fund financial statements, budgetary comparison schedules of
nonmajor governmental funds and the General Debt Service Fund, combining and
individual fund financial statements of the Cumberland County School Department
and the Cumberland County Railroad Authority (discretely presented component units),
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and miscellaneous schedules are fairly stated, in all material respects, in relation to the
basic financial statements as a whole.

The introductory section has 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 it.

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated
November 26, 2014, on our consideration of Cumberland 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 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 Cumberland
County’s internal control over financial reporting and compliance.

Very truly yours,

%A/U,/;/

Justin P. Wilson
Comptroller of the Treasury
Nashville, Tennessee

November 26, 2014

JPW/sb
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Exhibit C-2

Cumberland County, Tennessee

Reconciliation of the Balance Sheet of Governmental
Funds to the Statement of Net Position

June 30, 2014

Amounts reported for governmental activities in the statement
of net position (Exhibit A) are different because:

Total fund balances - balance sheet - governmental funds (Exhibit C-1)

(1) Capital assets used in governmental activities are not
financial resources and therefore are not reported in
the governmental funds.
Add: land
Add: buildings and improvements net of accumulated depreciation
Add: infrastructure net of accumulated depreciation
Add: other capital assets net of accumulated depreciation

(2) Long-term liabilities are not due and payable in the current period
and therefore are not reported in the governmental funds.
Less: other loans payable
Less: compensated absences payable
Less: landfill postclosure care costs
Less: other postemployment benefits liability
Less: accrued interest on other loans
Less: other deferred revenue - premium on debt
Add: debt to be contributed by the School Department

(3) Other long-term assets are not available to pay for current-period
expenditures and therefore are deferred in the governmental funds.

Net position of governmental activities (Exhibit A)

The notes to the financial statements are an integral part of this statement.
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$ 2,133,553
30,164,099
21,213,515

4,056,661

$ (59,645,932)
(930,855)
(718,356)
(507,422)

(74,114)
(13,218)

2,611,448

$ 19,027,700

57,567,828

(59,278,449)

1,447,003

$ 18,764,082
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Exhibit C-4

Cumberland County, Tennessee

Reconciliation of the Statement of Revenues, Expenditures, and Changes in Fund Balances

of Governmental Funds to the Statement of Activities

For the Year Ended June 30, 2014

Amounts reported for governmental activities in the statement
of activities (Exhibit B) are different because:

Net change in fund balances - total governmental funds (Exhibit C-3)

@

@

3

“

(®)

Governmental funds report capital outlays as expenditures. However,
in the statement of activities, the cost of these assets is allocated
over their useful lives and reported as depreciation expense. The
difference between capital outlays and depreciation is itemized as
follows:

Add: capital assets purchased in the current period

Less: current-year depreciation expense

The net effect of various miscellaneous transactions involving capital
assets (sales, trade-ins, and donations) is to decrease net position.
Less: book value of assets disposed

Revenues in the statement of activities that do not provide current

financial resources are not reported in the funds.
Add: deferred delinquent property taxes and other deferred June 30, 2014
Less: deferred delinquent property taxes and other deferred June 30, 2013

The issuance of long-term debt (e.g., bonds, other loans) provides
current financial resources to governmental funds, while the repayment
of the principal of long-term debt consumes the current financial
resources of governmental funds. Neither transaction, however, has
any effect on net position. Also, governmental funds report the effect
of premiums, discounts, and similar items when debt is
first issued, whereas these amounts are deferred and amortized in the
statement of activities. This amount is the net effect of these differences
in the treatment of long-term debt and related items:

Add: change in premium on debt issuances

Add: principal payments on notes

Add: principal payments on other loans

Less: contributions from the School Department for other loans

Some expenses reported in the statement of activities do not require
the use of current financial resources and therefore are not reported
as expenditures in the governmental funds.

Change in accrued interest payable

Change in compensated absences payable

Change in landfill postclosure care costs

Change in other postemployment benefits liability

Change in net position of governmental activities (Exhibit B)

The notes to the financial statements are an integral part of this statement.
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$  (362,515)
$ 2,196,327
(2,182,293) 14,034
(47,821)
$ 1,447,003
(2,285,139) (838,136)
$ 20,710
768,465
2,075,244
(301,740) 2,562,679
$ 12,915
(49,115)
3,640
(43,996) (76,556)
$ 1,251,685



Cumberland County, Tennessee
Statement of Revenues, Expenditures, and Changes

in Fund Balance - Actual and Budget
General Fund

For the Year Ended June 30, 2014

Exhibit C-5

Variance
with Final
Budget -
Budgeted Amounts Positive
Actual Original Final (Negative)
Revenues
Local Taxes $ 10,702,158 $ 10,416,725 $ 10,458,805 $ 243,353
Licenses and Permits 259,132 232,000 232,000 27,132
Fines, Forfeitures, and Penalties 225,655 210,600 210,600 15,055
Charges for Current Services 2,574,482 2,828,307 2,828,307 (253,825)
Other Local Revenues 146,583 135,100 143,155 3,428
Fees Received from County Officials 2,445,865 2,492,750 2,492,750 (46,885)
State of Tennessee 4,102,738 4,099,950 4,466,281 (363,543)
Federal Government 245,227 101,024 588,793 (343,566)
Other Governments and Citizens Groups 658,173 678,110 663,498 (5,325)
Total Revenues $ 21,360,013 $ 21,194,566 $ 22,084,189 $ (724,176)
Expenditures
General Government
County Commission $ 1,410,699 $ 1,132,264 $ 1,882,264 $ 471,565
Board of Equalization 3,105 3,300 3,300 195
Beer Board 521 1,000 1,000 479
Other Boards and Committees 1,690 5,000 5,000 3,310
County Mayor/Executive 228,249 235,180 235,180 6,931
County Attorney 38,628 60,000 60,000 21,372
Election Commission 365,248 309,034 383,948 18,700
Register of Deeds 302,121 323,713 323,713 21,592
Engineering 62,069 221,044 221,044 158,975
County Buildings 561,840 594,046 594,046 32,206
Other General Administration 116,045 124,798 124,798 8,753
Preservation of Records 24,216 26,692 26,692 2,476
Finance
Accounting and Budgeting 394,799 442,082 442,082 47,283
Property Assessor's Office 589,106 591,082 599,709 10,603
County Trustee's Office 325,661 324,460 328,922 3,261
County Clerk's Office 582,544 574,144 587,324 4,780
Administration of Justice
Circuit Court 595,284 600,842 606,842 11,558
General Sessions Court 327,965 253,539 334,979 7,014
Chancery Court 231,771 250,566 262,566 30,795
Juvenile Court 111,038 118,178 118,178 7,140
Judicial Commissioners 184,770 202,169 202,169 17,399
Probate Court 228,503 231,414 231,414 2,911
Courtroom Security 207,807 219,094 219,094 11,287
Public Safety
Sheriff's Department 2,784,642 2,856,224 2,878,324 93,682
Drug Enforcement 13,475 14,000 14,000 525
Jail 3,480,364 3,612,053 3,612,053 131,689
Juvenile Services 161,293 178,892 186,142 24,849
Fire Prevention and Control 801,035 850,173 850,280 49,245
Civil Defense 120,208 125,366 125,366 5,158
Rescue Squad 6,414 8,550 8,550 2,136
Other Emergency Management 900,600 935,670 935,670 35,070
County Coroner/Medical Examiner 70,000 70,000 70,000 0
Other Public Safety 23,903 27,172 27,172 3,269
(Continued)
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Cumberland County, Tennessee
Statement of Revenues, Expenditures, and Changes

in Fund Balance - Actual and Budget
General Fund (Cont.)

Exhibit C-5

Variance
with Final
Budget -
Budgeted Amounts Positive
Actual Original Final (Negative)
Expenditures (Cont.)
Public Health and Welfare
Local Health Center $ 919,283 $ 978,164 $ 1,121,354 $ 202,071
Rabies and Animal Control 55,305 67,575 67,575 12,270
Ambulance/Emergency Medical Services 3,285,702 3,224,549 3,236,149 (49,553)
Alcohol and Drug Programs 99,182 99,548 99,548 366
Other Local Health Services 6,922 26,218 26,218 19,296
Appropriation to State 43,125 57,500 57,500 14,375
Other Public Health and Welfare 117,804 122,516 126,002 8,198
Social, Cultural, and Recreational Services
Senior Citizens Assistance 25,775 25,775 25,775 0
Libraries 609,091 605,063 615,028 5,937
Parks and Fair Boards 244,389 199,129 294,930 50,541
Other Social, Cultural, and Recreational 17,100 17,100 17,100 0
Agriculture and Natural Resources
Agricultural Extension Service 88,143 91,111 91,111 2,968
Soil Conservation 81,214 82,436 82,436 1,222
Other Operations
Tourism 45,000 725,226 45,000 0
Other Economic and Community Development 84,000 52,500 411,300 327,300
Veterans' Services 59,806 62,390 71,165 11,359
Other Charges 468,842 516,750 516,750 47,908
Employee Benefits 119,096 159,000 142,477 23,381
Miscellaneous 71,397 74,000 74,000 2,603
Total Expenditures $ 21,696,789 $§ 22,708,291 $ 23,623,239 § 1,926,450
Excess (Deficiency) of Revenues
Over Expenditures $ (336,776) $  (1,513,725) $  (1,5639,050) $ 1,202,274
Other Financing Sources (Uses)
Insurance Recovery $ 16,173 $ 0$ 0$ 16,173
Transfers Out (154,622) (144,623) (154,623) 1
Total Other Financing Sources $ (138,449) $ (144,623) $ (154,623) $ 16,174
Net Change in Fund Balance $ (475,225) $  (1,658,348) $  (1,693,673) $ 1,218,448
Fund Balance, July 1, 2013 7,317,109 5,961,550 5,961,550 1,355,559
Fund Balance, June 30, 2014 $ 6,841,884 $ 4,303,202 $ 4,267,877 $ 2,574,007

The notes to the financial statements are an integral part of this statement.
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Cumberland County, Tennessee

Statement of Revenues, Expenditures, and Changes

in Fund Balance - Actual and Budget
Solid Waste/Sanitation Fund
For the Year Ended June 30, 2014

Exhibit C-6

Variance
with Final
Budget -
Budgeted Amounts Positive
Actual Original Final (Negative)
Revenues
Local Taxes 1,598,935 $ 1,570,067 $ 1,570,067 $ 28,868
Charges for Current Services 6,232 5,000 5,000 1,232
Other Local Revenues 364,179 400,200 400,200 (36,021)
State of Tennessee 405,087 409,500 526,231 (121,144)
Other Governments and Citizens Groups 0 2,865 2,865 (2,865)
Total Revenues 2,374,433 $ 2,387,632 $ 2,504,363 $ (129,930)
Expenditures
Public Health and Welfare
Waste Pickup 228,600 $ 304,428 $ 304,428 $ 75,828
Convenience Centers 1,069,519 1,103,354 1,103,354 33,835
Recycling Center 1,549,993 1,271,842 1,424,272 (125,721)
Postclosure Care Costs 73,518 162,765 162,765 89,247
Other Operations
Other Charges 32,059 55,000 55,000 22,941
Employee Benefits 78,337 89,000 89,000 10,663
Highways
Litter and Trash Collection 74,943 82,106 82,106 7,163
Total Expenditures 3,106,969 $ 3,068,495 $ 3,220,925 $ 113,956
Excess (Deficiency) of Revenues
Over Expenditures (732,536) $ (680,863) $ (716,562) $ (15,974)
Net Change in Fund Balance (732,536) $ (680,863) $ (716,562) $ (15,974)
Fund Balance, July 1, 2013 1,585,445 1,350,156 1,350,156 235,289
Fund Balance, June 30, 2014 852,909 $ 669,293 $ 633,594 $ 219,315

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

Cumberland County, Tennessee

Statement of Fiduciary Assets and Liabilities
Fiduciary Funds

June 30, 2014

ASSETS
Cash
Equity in Pooled Cash and Investments

Due from Other Governments

Total Assets
LIABILITIES
Accounts Payable
Due to Litigants, Heirs, and Others
Due to Other Taxing Units

Total Liabilities

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

1,122,982
2,611

1,260,859

2,386,452

2,611
1,122,982

1,260,859

2,386,452
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CUMBERLAND COUNTY, TENNESSEE
NOTES TO THE FINANCIAL STATEMENTS
For the Year Ended June 30, 2014

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Cumberland County’s financial statements are presented in accordance with
generally accepted accounting principles (GAAP). The Governmental Accounting
Standards Board (GASB) is responsible for establishing GAAP for state and local

governments.

The following are the more significant accounting policies of Cumberland County:

A.

Reporting Entity

Cumberland County is a public municipal corporation governed by an elected
18-member board. As required by GAAP, these financial statements present
Cumberland County (the primary government) and its component units. The
component units discussed below are included in the county’s reporting entity
because of the significance of their operational or financial relationships with
the county.

Discretely Presented Component Units — The following entities meet the
criteria for discretely presented component units of the county. They are
reported in separate columns in the government-wide financial statements to
emphasize that they are legally separate from the county.

The Cumberland County School Department operates the public school
system in the county, and the voters of Cumberland County elect its board.
The School Department is fiscally dependent on the county because it may
not issue debt, and its budget and property tax levy are subject to the County
Commission’s approval. The School Department’s taxes are levied under the
taxing authority of the county and are included as part of the county’s total
tax levy.

The Cumberland County Railroad Authority was created pursuant to
Section 7-56-201, Tennessee Code Annotated. The authority is governed by a
three-member board, which includes the county mayor and two members
appointed by the Cumberland County Commission. The operations of the
authority are managed by the county mayor. The purpose of the authority is
to acquire, operate, maintain, and dispose of railroad facilities, properties,
and equipment for the benefit of public transportation in Cumberland
County. The authority is funded primarily from state grants.

The Cumberland County Emergency Communications District provides a
simplified means of securing emergency services through a uniform
emergency number for the residents of Cumberland County, and the
Cumberland County Commission appoints its governing body. The district is
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funded primarily through a service charge levied on telephone services.
Before the issuance of most debt instruments, the district must obtain the
County Commission’s approval.

The Cumberland County School Department and the Cumberland County
Railroad Authority do not issue separate financial statements from those of
the county. Therefore, basic financial statements of the School Department
and the Railroad Authority are included in this report as listed in the table of
contents. The Cumberland County Emergency Communications District’s
financial statements are published as a separate report. Complete financial
statements of the Cumberland County Emergency Communications
District can be obtained from its administrative office at the following
address:

Administrative Office:
Cumberland County Emergency
Communications District
42 South Bend Drive
Crossville, TN 38555

Government-wide and Fund Financial Statements

The government-wide financial statements (i.e., the Statement of Net
Position and the Statement of Activities) report information on all of the
nonfiduciary activities of the primary government and its component units.
For the most part, the effect of interfund activity has been removed from
these statements. However, when applicable, interfund services provided
and used between functions are not eliminated in the process of consolidation
in the Statement of Activities. Governmental activities are normally
supported by taxes and intergovernmental revenues. Business-type activities,
which rely to a significant extent on fees and charges, are required to be
reported separately from governmental activities in government-wide
financial statements. However, the primary government of Cumberland
County does not have any business-type activities to report. Likewise, the
primary government is reported separately from certain legally separate
component units for which the primary government 1is financially
accountable. The Cumberland County School Department and the
Cumberland County Railroad Authority, component units, only report
governmental activities in the government-wide financial statements.

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

Cumberland County issues all debt for the discretely presented Cumberland
County School Department. There were no debt issues contributed by the
county to the School Department during the year ended June, 30, 2014.

Separate financial statements are provided for governmental funds and
fiduciary funds. The fiduciary funds are excluded from the government-wide
financial statements. Major individual governmental funds are reported as
separate columns in the fund financial statements.

Measurement Focus, Basis of Accounting, and Financial Statement
Presentation

The government-wide financial statements are reported using the economic
resources measurement focus and the accrual basis of accounting, as are the
fiduciary funds financial statements, except for agency funds, which have no
measurement focus. Revenues are recorded when earned, and expenses are
recorded when a liability is incurred, regardless of the timing of related cash
flows. Property taxes are recognized as revenues in the year for which they
are levied. Grants and similar items are recognized as revenue as soon as all
eligibility requirements imposed by the provider have been met.

Fund financial statements of Cumberland County are organized into funds,
each of which is considered to be a separate accounting entity. Each
fund is accounted for by providing a separate set of self-balancing accounts
that constitute its assets, deferred outflow of resources, liabilities, deferred
inflow of resources, fund equity, revenues, and expenditures. Funds are
organized into three major categories: governmental, proprietary, and
fiduciary. An emphasis is placed on major funds within the governmental
category. Cumberland County has no proprietary funds to report.

Separate financial statements are provided for governmental funds and
fiduciary funds. Major individual governmental funds are reported as
separate columns in the fund financial statements. All other governmental
funds are aggregated into a single column on the fund financial statements.
The fiduciary funds in total are reported in a single column.

Governmental fund financial statements are reported using the current
financial resources measurement focus and the modified accrual basis of
accounting. Revenues are recognized as soon as they become both measurable
and available. Revenues are considered to be available when they are
collectible within the current period or soon enough thereafter to pay
liabilities of the current period. For this purpose, the county considers
revenues other than grants to be available if they are collected within 30 days
after year-end. Grants and similar items are recognized as revenue as soon as
all eligibility requirements imposed by the provider have been met and the
revenues are available. Cumberland County considers grants and similar
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revenues to be available if they are collected within 60 days after year-end.
Expenditures are generally recognized under the modified accrual basis of
accounting when the related fund liability is incurred. Principal and interest
on long-term debt are recognized as fund liabilities when due or when
amounts have been accumulated in the General Debt Service Fund for
payments to be made early in the following year.

Property taxes for the period levied, in-lieu-of tax payments, sales taxes,
interest, and miscellaneous taxes are all considered to be susceptible to
accrual and have been recognized as revenues of the current period.
Applicable business taxes, litigation taxes, state-shared excise taxes, fines,
forfeitures, and penalties are not susceptible to accrual since they are not
measurable (reasonably estimable). All other revenue items are considered to
be measurable and available only when the county receives cash.

Fiduciary funds financial statements are reported using the economic
resources measurement focus and the accrual basis of accounting, except for
agency funds, which have no measurement focus. Revenues are recognized
when earned, and expenses are recorded when a liability i1s incurred,
regardless of the timing of related cash flows.

Cumberland County reports the following major governmental funds:

General Fund — This is the county’s primary operating fund. It
accounts for all financial resources of the general government, except
those required to be accounted for in another fund.

Solid Waste/Sanitation Fund — This special revenue fund accounts
for transactions related to solid waste collection. Local taxes are the
foundational revenues of this fund.

General Debt Service Fund — This fund accounts for the resources
accumulated and payments made for principal and interest on
long-term general obligation debt of governmental funds.

Additionally, Cumberland County reports the following fund types:

Capital Projects Fund — The General Capital Projects Fund is used
to account for construction and renovation projects of the county.

Agency Funds — These funds account for amounts collected in an
agency capacity by the constitutional officers, local sales taxes
received by the state to be forwarded to the wvarious cities in
Cumberland County, and funds received from the resale of properties
acquired through property tax sales. Agency funds are custodial in
nature (assets equal liabilities) and do not involve measurement of
results of operations. They do, however, use the accrual basis of
accounting to recognize receivables and payables.
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The discretely presented Cumberland County School Department reports the
following major governmental fund:

General Purpose School Fund — This fund is the primary operating
fund for the School Department. It is used to account for general
operations of the School Department.

Additionally, the Cumberland County School Department reports the
following fund type:

Special Revenue Funds — These funds account for and report the
proceeds of specific revenue sources that are restricted or committed
to expenditure for specified purposes other than debt service or capital
projects.

The discretely presented Cumberland County Railroad Authority reports the
following major governmental fund:

General Fund — This fund is the only operating fund for the Railroad
Authority. It is used to account for general operations of the Railroad
Authority.

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. Internally dedicated
resources are reported as general revenues rather than as program revenues.
Likewise, general revenues include all taxes.

Assets, Liabilities, Deferred Outflows/Inflows of Resources, and Net
Position/Fund Balance

1. Deposits and Investments

State statutes authorize the government to make direct investments
in bonds, notes, or treasury bills of the U.S. government and
obligations guaranteed by the U.S. government or any of its agencies;
deposit accounts at state and federal chartered banks and savings and
loan associations; repurchase agreements; the State Treasurer’s
Investment Pool; bonds of any state or political subdivision rated A or
higher by any nationally recognized rating service; nonconvertible
debt securities of certain federal government sponsored enterprises;
and the county’s own legally issued bonds or notes.

The county trustee maintains a cash and intern