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Independent Auditor’s Report

Board of Directors
Sevier County Economic Development Council, Inc.

Report on the Financial Statements

We have audited the accompanying financial statements of the Sevier County Economic Development
Council, Inc., as of and for the year ended June 30, 2015, and the related notes to the financial statements,
which collectively comprise the Council’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 the financial statements that are free from material misstatement, whether due to fraud or error.

Auditor’s Responsibility

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

DDD



Opinion

In our opinion, the financial statements referred to above present fairly, in all material respects, the financial
position of the Sevier County Economic Development Council, Inc. at June 30, 2015, and the respective
changes in financial position and 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 4 through 9 and the required supplementary information on pages 23
through 25 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 an opinion on the financial statements that collectively
comprise the Sevier County Economic Development Council, Inc.’s basic financial statements. The
introductory section is presented for purposes of additional analysis and is not a required part of the basic
financial statements. 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 GovernmentAuditing Standards, we have also issued our report dated July 29, 2016, on
our consideration of the Sevier County Economic Development Council, Inc.’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 financing reporting and compliance and the results of that testing, and not to provide an opinion
on 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 Sevier County Economic
Development Council, Inc.’s internal control over financial reporting and compliance.

Knoxville, Tennessee
July 29, 2016



Sevier County Economic Development Council, Inc.

Management’s Discussion and Analysis

June 30, 2015

FINANCIAL HIGHLIGHTS

Council net position decreased by $93,028 for the fiscal year reported due to the $124,013 cumulative
effect of a change in accounting principle for the required adoption of Governmental Accounting
Standards Board Statement 68, “Accounting and Reporting for Pensions; an amendment of GASB
Statement 27.”

Total net position is comprised of the following:

1. Net investment in capital assets of $17,544 includes property and equipment, net of
accumulated depreciation, and reduced for outstanding debt related to the purchase or
construction of capital assets.

2. Unrestricted net position of a negative $88,097 existed at June 30, 2015 due to the new
employer pension accounting presentation requirements.

Total revenues for the year ended June 30, 2015 were $538,782.

Total expenses for the year ended June 30, 2015 were $507,797.

Total liabilities of the Council increased from $28,913 to $127,731 during the fiscal year due to the net
pension liability recorded for the initial period as discussed above.

OVERVIEW OF THE FINANCIAL STATEMENTS

The basic financial statement includes: (1) Statement of Net Position, (2) Statement of Revenues,
Expenses and Changes in Net Position, (3) Statement of Cash Flows, and (4) Notes to the Financial
Statements. The Council also includes in this report additional information to supplement the basic
financial statements.

The Statement ofNet Position is a statement of position presenting information that includes all of the
Council’s assets and liabilities, with the differences reported as Net Position. Over time, increases or
decreases in net position may serve as a useful indicator of whether the financial position of the
Council as a whole is improving or deteriorating. Evaluation of the overall economic health of the
Council would extend to other non-financial factors, such as county population changes or advances in
communications technology, in addition to the financial information provided in this report.



Sevier County Economic Development Council, Inc.

Management’s Discussion and Analysis

June 30, 2015

The Statement of Revenues, Expenses and Changes in Net Position reports how the Council’s net
position changed during the current fiscal year. All current year revenues and expenses are included
regardless of when cash is received or paid. This statement is designed to show the financial reliance
of the Council’s activities on revenues provided by Sevier County, Cities of Sevierville, Gatlinburg,
and Pigeon Forge, Sevier County Public Building Authority, Sevier County Electric System, Sevier
County Utility District, Citizens National Bank, Home Federal Bank, Sevier County Bank, Smart
Bank, First Tennessee Bank, Tennessee State Bank, AT&T, Barge, Wagoner Sumner & Cannon,
Barber McMurry Engineering, Merit Construction, and other contributors.

The Statement of Cash Flows traces the effect that the fiscal year financial events had on the balance
of cash in Council accounts. It is useful in planning major purchases or retirement of debt, but is not a
measure of net income or loss.

The Notes to the Financial Statements provide information essential to a full understanding of the
financial statements. The notes to the financial statements begin immediately following the basic
financial statements.

FINANCIAL ANALYSIS OF THE COUNCIL

One of the most important questions asked about the Council’s finances is: “Is the Council better off
or worse off as a result of this year’s activities?” The Statement of Net Position and the Statement of
Revenues, Expenses and Changes in Net Position reports information about the Council’s activities in
a way that will help answer this question. These statements report the net position of the Council and
the changes in it. One can think of the Council’s net position as one way to measure financial health
of the organization. Over time, increases or decreases in the Council’s net position are one indicator
of whether its financial health is improving or deteriorating. The Council’s net position has decreased
by $93,028 during the year ended June 30, 2015. The Council completed the year with a negative net
position of $70,553.



Assets:

Sevier County Economic Development Council, Inc.

Management’s Discussion and Analysis

June 30, 2015

Table 1

Net Position

Increase
June 30,2014 June 30,2015 (Decrease) %

Current assets
Capital assets

Total assets

Deferred outflows of resources:
Pension contribution after measurement date

Total deferred outflows of resources

Liabilities:
Current liabilities
Noncurrent liabilities

Total liabilities

Deferred inflows of resources:
Funding received in advance
Pension changes in experience
Pension changes in investment earnings

Total deferred inflows of resources

Net Position:
Net investment in capital assets
Unrestricted net assets

$ 40,347 $ 148,657 $ 108,310
14,191 42,525 28,334

$ 54,538 $ 191,182 $ 136,644

268.4%
199.7%

250.5%

40.3%
100 .0%

34 1.8%

100.0%

100.0%

$ - $ 33,233 $ 33,233

$ - $ 33,233 $ 33,233

$ 28,913 $ 40,565 $ 11,652
- 87,166 87,166

$ 28,913 $ 127,731 $ 98,818

$ 3,150 $ 99,335 $ 96,185 3053.5%
- 41,380 41,380 100.0%
- 26,522 26,522 100.0%

$ 3,150 $ 167,237 $ 164,087 5209.1%

$ 14,191 $ 17,544 $ 3,353 23.6%
8,284 (88,097) (96,381) -1163.5%

$ 22,475 $ (70,553) $ (93,028) -413.9%Total net position



Sevier County Economic Development Council, Inc.

Management’s Discussion and Analysis

June 30, 2015

Changes in the Council’s net position can be determined by reviewing the following condensed
Statement of Revenue, Expenses and Changes in Net Position for the year.

Table 2

Statement of Revenues, Expenses, and Changes in Net Position

Increase
June 30,2014 June 30, 2015 (Decrease) %

Revenue:
Operatingrevenue $ 98,820 $ 206,762 $ 107,942 109.2%

Total revenue 98,820 206,762 107,942 109.2%

Expenses:
Salaries and wages 251,590 251,927 337 0.1%
Employee benefits 80,377 55,145 (25,232) -3 1.4%
Contract labor - 650 650 100.0%
Utilities 7,414 8,676 1,262 17.0%
Taxes and licenses - 61 61 100.0%
Travel, entertainment, auto 22,497 38,966 16,469 73.2%
Telephone 1,944 5,120 3,176 163.4%
Dues and subscriptions 4,911 2,825 (2,086) -42.5%
Professional services 17,211 15,546 (1,665) -9.7%
Insurance 4,862 6,443 1,581 32.5%
Other office expenses 6,473 8,071 1,598 24.7%
Advertisingandmarketing 5,513 18,180 12,667 229.8%
Depreciation 4,311 6,166 1,855 43.0%
Job fair expenses 6,815 6,513 (302) -4.4%
Partners in progress expenses - 80,000 80,000 100.0%
Seminars and training 500 750 250 50.0%
Miscellaneous expenses 4,601 1,991 (2,610) -56.7%

Total expenses 419,019 507,030 88,011 21.0%

Operating income (loss) (320,199) (300,268) 19,931 6.2%

Non-operating income (expense):
Contributions 302,224 324,874 22,650 7.5%
Interest income 204 146 (58) -28.4%
Gainondisposal - 7,000 7,000 100.0%
Interest expense (34) (767) (733) 2155.9%

Total non-operating income (expense) 302,394 331,253 28,859 9.5%

Change in net position (17,805) 30,985 48,790 -274.0%

Net position, beginning of year, as previously stated 40,280 22,475 (17,805) -44.2%

Cumulative effect of change in accounting principle (NoteS) - (124,013) (124,013) -100.0%

Net position, beginning of year, as restated 40,280 (101,538) (141,818) -352.1%

Endingnet position $ 22,475 $ (70,553) $ (93,028) -413.9%



Sevier County Economic Development Council, Inc.

Budgetary Highlights

Management’s Discussion and Analysis

June 30, 2015

The Council adopts an annual operating budget which includes proposed expenses and the means for
paying these expenses. As conditions change during the year the budget may be amended to prevent
budget overruns.

Capital Assets

The Council’s net investment in capital assets amounts to $99,821 with accumulated depreciation of
$57,296. Capital assets include a vehicle, office furniture, office equipment and leasehold
improvements.

Table 3

Capital Assets

Automobile
Leasehold improvements
Furniture and fixtures
Office equipment

Less: accumulated depreciation

Total capital assets, net

June 30, 2014

$ 25,565
6,650

22,687
35,984

90,886
(76,695)

$ 14,191

June 30, 2015

$ 34,500
6,650

22,687
35,984

99,821
(57,296)

$ 42,525



Sevier County Economic Development Council, Inc.

Management’s Discussion and Analysis

June 30, 2015

Economic Factors and Future Needs

Originally, the Sevier County Economic Development Council, Inc. (SCEDC) was established to
recruit manufacturing industries only. Over the past ten years, the Council has evolved into a much
more diverse entity. The Council’s main two functions are to recruit both manufacturing and tourist
business to the County. However, we have added the following responsibilities:

• Developed new industrial park for Sevier County.

• Created and maintained the SCEDC website, which contains demographic information on the
County.

• Created recruitment materials for both industry/retail

• Creation of the Sevier County Partners in Progress Education program, in which students can
get a 4 year degree for little or no tuition cost at ETSU.

• Provided construction management services for the 3~1 floor finish out of the King Family
Library.

• Provided construction management services for the Rocky Top Sports World.

• Provided management services on behalf of the City of Sevierville and Sevier County for the
multipurpose stadium, including day to day maintenance. Also, the SCEDC provides for the
organization of outside events other than baseball, such as concerts and car shows.

• Provided management services, including marketing and event bookings, for the Sevier County
Fairgrounds.

Contacting the Council’s Management

This annual financial report is designed to provide a general overview of the Sevier County Economic
Development Council, Inc.’s finances and to demonstrate its accountability for the funding it receives.
If you have any questions about this report, or need additional financial information, please contact the
Council’s Executive Director at Sevier County Economic Development Council, Inc., 321 Court
Avenue, Sevierville, Tennessee 37862.



SEVIER COUNTY ECONOMIC DEVELOPMENT COUNCIL, INC.

Statement of Net Position

June 30, 2015

ASSETS

Current assets:
Cash and cash equivalents - unrestricted $ 116,978
Accounts receivable, net of allowance for

doubtful accounts of $39,364 27,709
Prepaid health insurance 3,970

Total current assets 148657

Capital assets:
Automobile 34,500
Furniture and fixtures 22,687
Office equipment 35,984
Leasehold improvements 6,650
Less accumulated depreciation (57,296)

Total net capital assets 42,525

Total assets 191,182

DEFERRED OUTFLOWS OF RESOURCES

Pension contribution after measurement date 33,233

LIABILITIES

Current liabilities:
Accounts payable 20,926
Accrued expenses 14,278
Current maturities of note payable 5,361

Total current liabilities 40,565

Noncurrent liabilities:
Note payable, less current maturities 19,620
Net pension liability 67,546

Total liabilities 127,731

DEFERRED INFLOWS OF RESOURCES

Deferred inflows of resources:
Funding received in advance 99,335
Pension changes in experience 41,380
Pension changes in investment earnings 26,522

Total deferred inflows of resources 167,237

NET POSITION

Net position:
Net investment in capital assets 17,544
Unrestricted net assets (deficit) (88,097)

Total net position (deficit) $ (70,553)

The accompanying notes are an integral
part of these financial statements.
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SEVIER COUNTY ECONOMIC DEVELOPMENT COUNCIL, INC.

Statement of Revenues, Expenses, and Changes in Net Position

For the Fiscal Year Ended June 30, 2015

Operating revenues:
Management fees $ 76,647
Partners in progress 80,000
Reimbursements 38,344
Job Fair 11,605
Miscellaneous income 166

Total operating revenues 206,762

Operating expenses:
Salaries and wages 251,927
Employee benefits 55145
Contract labor 650
Utilities 8,676
Travel, entertainment and auto expenses 38,966
Telephone 5,120
Dues and subscriptions 2,825
Professional services 15,546
Insurance 6,443
Other office expenses 8,071
Seminars and training 750
Advertising and marketing 18,180
Depreciation 6,166
Job Fair 6,513
Partners in progress 80,000
Taxes and licenses 61
Miscellaneous expenses 1,991

Total operating expenses 507,030

Operating income (loss) (300,268)

Non-operating income (expense):
Contributions 324,874
Interest income 146
Gain on disposal 7,000
Interest expense (767)

Total non-operating income (expense) 331,253

Change in net position 30,985

Net position, beginning of year, as previously stated 22,475

Cumulative effect of change in accounting principle (see note 5) (124,013)

Net position (deficit), beginning of year, as restated (101,538)

Net position (deficit), end of year $ (70,553)

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



SEVIER COUNTY ECONOMIC DEVELOPMENT COUNCIL, INC.

Statement of Cash Flows

For the Fiscal Year Ended June 30, 2015

Cash flows from operating activities:
Cash received from special projects, net of related expenses $ 129,949
Cash received from management fees/miscellaneous income 76,813
Cash payments to employees (248,536)
Cash payments for other goods and services (290,913)

Net cash used by operating activities (332,687)

Cash flows from non-capital financing activities:
Funding from supporting organizations 428,059

Net cash provided by non-capital financing activities 428,059

Cash flows from capital and related financing activities:
Purchase of equipment (27,500)
Proceeds from note payable 27,620
Payments on note payable (2,639)
Interest expense (767)

Net cash used by capital and related financing activities (3,286)

Cash flows from investing activities:
Interest income 146

Net cash provided by investing activities 146

Net increase in cash and cash equivalents 92,232

Cash and cash equivalents, beginning of year 24,746

Cash and cash equivalents, end of year $ 116,978

Reconciliation of operating income (loss) to
net cash used by operating activities:

Operating income (loss) $ (300,268)
Adjustments to reconcile operating income (loss)

to net cash used by operating activities:
Gain on disposal (7,000)
Depreciation 6,166
(Increase) decrease in operating assets:

Accounts receivable (14,288)
Prepaid health insurance (1,790)
Deferred oufflows (33,233)

Increase (decrease) in operating liabilities:
Accounts payable 2,900
Accrued expenses 3391
Net pension liability (56,467)
Deferred inflows 67,902

Net cash used by operating activities $ (332,687)

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



SEVIER COUNTY ECONOMIC DEVELOPMENT COUNCIL, INC.

Notes to Basic Financial Statements

June 30, 2015

1. Summary of Significant Accounting Policies

Nature of the Entity

The Council was originally established in 1986 as a not-for-profit organization for the purpose of
coordinating governmental and private sector activities in attracting businesses and industries to
the Sevier County area. It also assisted these businesses in the selection of suitable sites for
operating in Sevier County. Other activities in which the Council is involved include: marketing for
the Smokies Baseball Stadium, coordinating an annual job fair for local employers, as well as
providing technical and administrative support for the Public Building Authority of Sevier County’s
speculative construction of industrial buildings and the management of the Sevier County Fair and
Fairgrounds. It is exempt from Federal income tax as an other-than-private foundation as
described in the Internal Revenue Code 501(c)(6).

Financial Reporting Entity

The Sevier County Economic Development Council, Inc. is governed by a board of directors
comprised of leaders from the principal governing bodies of Sevier County and various other local
businesses.

The Council is not considered to be a component unit of Sevier County because the County does
not exercise significant influence over operations or have accountability for the Council.

Basis of Presentation

The financial statements of the Council have been prepared in conformity with accounting
principles generally accepted in the United States of America (GAAP) as applied to governmental
units. The Governmental Accounting Standards Board (GASB) is the accepted standard-setting
body for establishing governmental accounting and financial reporting principles. The Council
applies all GASB pronouncements.

The Sevier County Economic Development Council, Inc.’s operations are accounted for as a
proprietary fund. This fund type is used to account for operations 1) that are financed and operated
in a manner similar to private business enterprises — where the intent of the governing body is that
the costs (expenses, including depreciation) of providing goods or services to the general public on
a continuing basis be financed or recovered primarily through user charges; or 2) where the
governing body has decided that periodic determination of revenues earned, expenses incurred,
and/or net income is appropriate for capital maintenance, public policy, management control,
accountability, or other purpose.

Measurement Focus and Basis of Accounting

The accounting and financial reporting treatment is determined by the applicable measurement
focus and basis of accounting. Measurement focus indicates the type of resources being
measured such as current financial resources or economic resources. The basis of accounting
indicates the timing of transactions or events for recognition in the financial statements.



SEVIER COUNTY ECONOMIC DEVELOPMENT COUNCIL, INC.

Notes to Basic Financial Statements
(Continued)

Summary of Significant Accounting Policies (Continued)

Measurement Focus and Basis of Accounting (Continued)

The accompanying financial statements are reporting using the “economic resources measurement
focus,” and the “accrual basis of accounting.” Revenues are recorded when earned and expenses
are recorded when a liability is incurred, regardless of the timing of related cash flows.

Cash and Cash Equivalents

For the purposes of the statement of cash flows, cash and cash equivalents are defined as petty
cash, demand deposits at banks, and certificates of deposit. Cash on deposit with financial
institutions at June 30, 2015 was entirely secured by federal depository insurance or insured
through the State of Tennessee Bank Collateral Pool.

Reimbursements and Reimbursements Receivable

The Sevier County Economic Development Council, Inc. receives reimbursements from the East
Tennessee Economic Developmental Agency for specific qualified expenditures. Also from time to
time Sevier County and the City of Sevierville will reimburse the Council for purchases made at
their request.

Capital Assets and Depreciation

Capital assets are stated at cost less accumulated depreciation, computed on the straight-line
method over the estimated useful lives of the assets, as follows: automobiles — five years; furniture
and fixtures — five to seven years; and equipment — five to seven years. Only items over $300 are
capitalized.

Capital assets to establish the Smoky Mountain Welcome Center are jointly owned by Sevier
County and the Cities of Sevierville, Gatlinburg and Pigeon Forge through their participation
agreement.

Deferred Outflows/Inflows of Resources

In addition to assets, the statement of net 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! expenditure) until then.

In addition to liabilities, the statement of net 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 then. Support contributions received in
advance are unavailable resources in the current year. These amounts are deferred and
recognized as an inflow of resources in the period that the amounts become available.



SEVIER COUNTY ECONOMIC DEVELOPMENT COUNCIL, INC.

Notes to Basic Financial Statements
(Continued)

1. Summary of Significant Accounting Policies (Continued)

Vacation and Compensated Absences

Employees of Sevier County Economic Development Council, Inc. adhere to Sevier County’s
personnel policy regarding vacation and sick leave. Vacation leave benefits for Sevier County
employees do not vest or accumulate and must be used within the year or lost. Therefore, no
accrual or recording is required. The granting of sick leave has no guaranteed payment attached
and therefore is not required to be accrued or recorded.

Contributed Facilities

The Council occupies without charge an office located in a government-owned building. The
estimated fair rental value of the premises is not included in the accompanying financial
statements.

Use of Estimates

The preparation of financial statements in conformity with generally accepted accounting principles
requires management to make estimates and assumptions that affect the reported amounts of
assets and liabilities and disclosure of contingent assets and liabilities at the date of the financial
statements and the reported amounts of revenue and expenses during the reporting period. Actual
results could differ from those estimates.

Operating and Nonoperating Revenues and Expenses

Proprietary funds distinguish operating revenues and expenses from nonoperating items.
Operating revenues and expenses generally result from providing services in connection with a
proprietary fund’s principal ongoing operations. The principal operating revenues of the Council
include management fees and special projects. Operating expenses include personnel costs,
contractual services, and expenses related to special projects. All revenues and expenses not
meeting this definition are reported as non-operating revenues and expenses.

Income Tax Status

The Council is exempt from federal income tax under Section 501(c)(6) of the Internal Revenue
Code. However, any unrelated business income may be subject to taxation.

Pensions

For purposes of measuring the net pension liability, deferred outflows of resources and deferred
inflows of resources related to pensions, and pension expense, information about the fiduciary net
position of Sevier County Economic Development Council’s participation in the Public Employee
Retirement Plan of the Tennessee Consolidated Retirement System (TCRS), and additions
to/deductions from Sevier County Economic Development Council’s fiduciary net position have
been determined on the same basis as they are reported by the TCRS for the Public Employee
Retirement Plan. For this purpose, benefits (including refunds of employee contributions) are
recognized when due and payable in accordance with the benefit terms of the Public Employee
Retirement Plan of TCRS. Investments are reported at fair value.



SEVIER COUNTY ECONOMIC DEVELOPMENT COUNCIL, INC.

Notes to Basic Financial Statements
(Continued)

Summary of Significant Accounting Policies (Continued)

Recently Issued and Adopted Accounting Pronouncements

Statement No. 68, “Accounting and Financial Reporting for Pensions; an amendment to GASB
Statement 27” — This statement replaces the requirements of Statements No. 27 and No. 50
related to pension plans that are administered through trusts or equivalent arrangements. The
requirements of Statements No. 27 and No. 50 remain applicable to pension plans that are not
administered through trusts or equivalent arrangements. The requirements of this Statement are
effective for financial statements for fiscal years beginning after June 15, 2014. The Council
adopted this Statement in the current fiscal year. See Note 5 for further explanation.

Statement No. 69, “Government Combinations and Disposals of Government Operations” — The
requirements of this Statement are effective for financial reporting periods beginning after
December 15, 2013. This Statement has had no effect on the Council.

Statement No. 71, “Pension Transition for Contributions Made Subsequent to the Measurement
Date; an amendment of GASB Statement No. 68” — The provisions of this Statement are required
to be applied simultaneously with the provisions of Statement No. 68. The Council adopted this
Statement in the current fiscal year. See Note 5 for further explanation.

2. Cash

The Council’s cash funds, except for a nominal amount of petty cash, are deposited, at its own
discretion, in checking accounts and certificates of deposit at local depository banks. The Council’s
policy is to obtain accounts with their funding partners.

At June 30, 2015, the carrying amount of the Council’s certificate of deposit was $16,556, various
checking accounts totaled $100,322, and petty cash was $100.

3. Note Payable

In December 2014, the Sevier County Economic Development Council, Inc. purchased a 2015
Ford Explorer with the assistance of a 60 month note payable to a bank for $27,620 at 1.99 %
interest. Payments are $484 per month.

Cash payments for interest on the note payable totaled $767 for the year ended June 30, 2015.

4. Support and Revenue

The majority of funding for the Economic Development program is from contributions received from
local city and county governments. The balance of contributions is from local private enterprises.
In the year ended June 30, 2015, $283,224 was received from local governments and $41,650 was
received from local private enterprises. Other revenue consists of management fees, interest
income, vending machine royalties, special projects, and other miscellaneous income. All support
and revenue were used for the exempt purpose of the organization for the year ended June 30,
2015.
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SEVIER COUNTY ECONOMIC DEVELOPMENT COUNCIL, INC.

Notes to Basic Financial Statements
(Continued)

5. Pension Plan

Plan Description. Employees of Sevier County Economic Development Council are provided a
defined benefit pension plan through the Public Employee Retirement Plan, an agent multiple
employer pension plan administered by the TCRS. The TCRS was created by state statute under
Tennessee Code Annotated Title 8, Chapters 34-37. The TCRS Board of Trustees is responsible
for the proper operation and administration of the TCRS. The Tennessee Treasury Department, an
agency in the legislative branch of state government, administers the plans of the TCRS. The
TCRS issues a publically available financial report that can be obtained at
www.treasury.tn .gov/tcrs.

Benefits provided. Tennessee Code Annotated Title 8, Chapters 34-37 establishes the benefit
terms and can be amended only by the Tennessee General Assembly. The chief legislative body
may adopt the benefit terms permitted by statute. Members are eligible to retire with an unreduced
benefit at age 60 with 5 years of service credit or after 30 years of service credit regardless of age.
Benefits are determined by a formula using the member’s highest five consecutive year average
compensation and the member’s years of service credit. Reduced benefits for early retirement are
available at age 55 and vested. Members vest with five years of service credit. Service related
disability benefits are provided regardless of length of service. Five years of service is required for
non-service related disability eligibility. The service related and non-service related disability
benefits are determined in the same manner as a service retirement benefit but are reduced 10
percent and include projected service credits. A variety of death benefits are available under
various eligibility criteria.

Member and beneficiary annuitants are entitled to automatic cost of living adjustments (COLAs)
after retirement. A COLA is granted each July for annuitants retired prior to the 2nd of July of the
previous year. The COLA is based on the change in the consumer price index (CPI) during the
prior calendar year, capped at 3 percent, and applied to the current benefit. No COLA is granted if
the change in the CPI is less than one-half percent. A one percent COLA is granted if the CPI
change is between one-half percent and one percent. A member who leaves employment may
withdraw their employee contributions, plus any accumulated interest.

Employees covered by benefit terms. At the measurement date of June 30, 2014, the following
employees were covered by the benefit terms:

Inactive employees or beneficiaries currently receiving benefits I
Inactive employees entitled to but not yet receiving benefits I
Active employees 4

Contributions. Contributions for employees are established in the statutes governing the TCRS and
may only be changed by the Tennessee General Assembly. Employees contribute 5 percent of
salary. Sevier County Economic Development Council makes employer contributions at the rate
set by the Board of Trustees as determined by an actuarial valuation. For the year ended June 30,
2015, employer contributions for Sevier County Economic Development Council were $33,233
based on a rate of 16.63 percent of covered payroll. By law, employer contributions are required to
be paid. The TCRS may intercept Sevier County Economic Development Council’s state shared
taxes if required employer contributions are not remitted. The employer’s actuarially determined
contribution (ADC) and member contributions are expected to finance the costs of benefits earned
by members during the year, the cost of administration, as well as an amortized portion of any
unfunded liability.



SEVIER COUNTY ECONOMIC DEVELOPMENT COUNCIL, INC.

Notes to Basic Financial Statements
(Continued)

5. Pension Plan (Continued)

Net Pension Liability (Asset)

Sevier County Economic Development Council’s net pension liability (asset) was measured as of
June 30, 2014, and the total pension liability used to calculate net pension liability (asset) was
determined by an actuarial valuation as of that date.

Actuarial assumptions. The total pension liability as of June 30, 2014 actuarial valuation was
determined using the following actuarial assumptions, applied to all periods included in the
measurement:

Inflation 3.0 percent
Salary increases Graded salary ranges from 8.97 to 3.71 percent based on

age, including inflation, averaging 4.25 percent
Investment rate of return 7.5 percent, net of pension plan investment expenses,

including inflation
Cost-of-Living Adjustment 2.5 percent

Mortality rates were based on actual experience from the June 30, 2012 actuarial experience study
adjusted for some of the expected future improvement in life expectancy.

The actuarial assumptions used in the June 30, 2014 actuarial valuation were based on the results
of an actuarial experience study performed for the period July 1,2008 through June 30, 2012. The
demographic assumptions were adjusted to more closely reflect actual and expected future
experience.

The long-term expected rate of return on pension plan investments was established by the TCRS
Board of Trustees in conjunction with the June 30, 2012 actuarial experience study by considering
the following three techniques: (1) the 25-year historical return of the TCRS at June 30, 2012,
(2) the historical market returns of asset classes from 1926 to 2012 using the TCRS investment
policy asset allocation, and (3) capital market projections that were utilized as a building-block
method in which best-estimate ranges of expected future real rates of return (expected returns, net
of pension plan investment expense and inflation) are developed for each major asset class. Four
sources of capital market projections were blended and utilized in the third technique. The blended
capital market projection established the long-term expected rate of return by weighting the
expected future real rates of return by the target asset allocation percentage and by adding inflation
of 3 percent. The target allocation and best estimates of arithmetic real rates of return for each
major asset class are summarized in the following table:

Long-Term
Expected

Real Rate of
Asset Class Return Target Allocation

U.S. equity 6.46% 33%
De~loped market international equity 6.26% 17%
Emerging market international equity 6.40% 5%
Private equity and strategic lending 4.61% 8%
U.S. fixed income 0.98% 29%
Real estate 4.73% 7%
Short-term securities 0.00% 1%

100%



SEVIER COUNTY ECONOMIC DEVELOPMENT COUNCIL, INC.

Notes to Basic Financial Statements
(Continued)

5. Pension Plan (Continued)

Net Pension Liability (Asset) (Continued)

The long-term expected rate of return on pension plan investments was established by the TCRS
Board of Trustees as 7.5 percent based on a blending of the three factors described above.

Discount rate. The discount rate used to measure the total pension liability was 7.5 percent. The
projection of cash flows used to determine the discount rate assumed that employee contributions
will be made at the current rate and that contributions from Sevier County Economic Development
Council will be made at the actuarially determined contribution rate pursuant to an actuarial
valuation in accordance with the funding policy of the TCRS Board of Trustees and as required to
be paid by state statute. Based on those assumptions, the pension plan’s fiduciary net position
was projected to be available to make projected future benefit payments of current active and
inactive members. Therefore, the long-term expected rate of return on pension plan investments
was applied to all periods of projected benefit payments to determine the total pension liability.

Increase (Decrease)
Total Pension Plan Fiduciary Net Pension

Liability Net Position Liability (Asset)
(a) (b) (a)-(b)

Beginning balance* $ 508,296 $ 349,684 $ 158,612

Changes for the year:
Ser~~ice cost 22,655 - 22,655
Interest 39,291 - 39,291
Differences between expected and actual experience (47,291) - (47,291)
Contributions - employer - 34,599 (34,599)
Contributions - employees - 10,738 (10,738)
Net in~estment income - 60,543 (60,543)
Benefit payments, including refunds of employee contributions (14,134) (14,134) -

Adminisfrati~ expense - (159) 159

Net changes 521 91,587 (91,066)

Ending balance* $ 508,817 $ 441,271 $ 67,546

Sensitivity of the net pension liability (asset) to changes in the discount rate. The following presents
the net pension liability (asset) of Sevier County Economic Development Council calculated using
the discount rate of 7.5 percent, as well as what the net pension liability (asset) would be if it were
calculated using a discount rate that is 1-percentage-point lower (6.5 percent) or 1-percentage-
point higher (8.5 percent) than the current rate:

Current
1% Decrease Discount Rate 1% Increase

(6.5%) (7.5%) (8.5%)

Se’~iier County Economic
De~Iopment Council’s net
pension liability (asset) $ 134,901 $ 67,546 $ 10,464
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Notes to Basic Financial Statements
(Continued)

5. Pension Plan (Continued)

Pension Expense (Income) and Deferred Outflows of Resources and Deferred Inflows of
Resources Related to Pensions

Pension expense. For the year ended June 30, 2015, Sevier County Economic Development
Council recognized pension expense of $1 1,435.

Deferred outflows of resources and deferred inflows of resources. For the year ended June 30,
2015, Sevier County Economic Development Council reported deferred outflows of resources and
deferred inflows of resources related to pensions from the following sources:

Deferred Deferred
Outflows of Inflows of
Resources Resources

Differences between expected and actual experience $ - $ 41,380

Net difference between projected and actual earnings on pension plan
investments - 26,522

Contributions subsequent to the measurement date of June 30, 2014 33,233 n/a

Total $ 33,233 $ 67,902

The amount shown above for “Contributions subsequent to the measurement date of June 30, 2014,” will be
recognized as a reduction (increase) to net pension liability (asset) in the following measurement period.

Amounts reported as deferred outflows of resources and deferred inflows of resources related to
pensions will be recognized in pension expense as follows:

Total
Year Ended June 30:
2016 $ (12,542)
2017 (12,542)
2018 (12,542)
2019 (12,542)
2020 (5,911)
Thereafter (11,823)

In the table shown above, positive amounts will increase pension expense while negative amounts will
decrease pension expense.
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5. Pension Plan (Continued)

Notes to Basic Financial Statements
(Continued)

68.” The standards change the accounting and
statements. The effect of the adoption of these
beginning net position by reporting a cumulative
July 1, 2014. The new standards required the
pension liability (asset) along with certain other
outflows and deferred inflows of resources).
measurement date is different than the reporting

Net pension liability:
TCRS Plan - Public Employee Retirement Plan

Cumulative effect of change in accounting principle

reporting for pensions in governmental financial
standards has caused the Council to restate its
effect of change in accounting principle effective
Council to report in its financial statements net
potential financial statement elements (deferred

Also, since the net pension liability (asset)
date, this gives rise to pension plan contributions

(158,612)

(124,013)

Payable to the Pension Plan

At June 30, 2015, Sevier County Economic Development Council reported a payable of $7,712 for
the outstanding amount of contributions to the pension plan required at the year ended June 30,
2015.

Cumulative Effect of Change in Accounting Principle

Effective July 1, 2014, the Council adopted GASB Statements No. 68, “Accounting and Financial
Reporting for Pensions; an amendment of GASB Statement 27” and No. 71, “Pension Transition for
Contributions Made Subsequent to the Measurement Date; an amendment of GASB Statement No.

from the Council made after the measurement date to be reported as deferred outflows of
resources. The following table describes the components of the resulting cumulative effect of
change in accounting principle:

Deferred outflows of resources:
Pension contributions made subsequent to the measurement
date of the beginning net pension liability:

TCRS Plan - Public Employee Retirement Plan $ 34,599



22

SEVIER COUNTY ECONOMIC DEVELOPMENT COUNCIL, INC.

Notes to Basic Financial Statements
(Continued)

6. Schedule of Changes in Capital Assets

Capital asset activity for the fiscal year ended June 30, 2015 was as follows:

June 30, June 30,
2014 Additions Retirements 2015

Capital assets:

Automobile $ 25,565 $ 34,500 $ (25,565) $ 34,500
Leasehold impro~ements 6,650 - - 6,650
Furniture and fixtures 22,687 - - 22,687
Office equipment 35,984 35,984

Total capital assets 90,886 34,500 (25,565) 99,821

Less accumulated depreciation for:
Automobile 25,565 4,025 25,565 4,025
Leasehold impro~ements 1,236 171 - 1,407
Furniture and fixtures 19,415 613 - 20,028
Office equipment 30,479 1,357 - 31,836

Total accumulated depreciation 76,695 6,166 25,565 57,296

Total capital assets, net $ 14,191 $ 28,334 $ (51,130) $ 42,525

Depreciation expense for fiscal year ending June 30, 2015 was $6,166.

7. Litigation and Contingencies

From time to time, there are lawsuits pending against the Sevier County Economic Development
Council, Inc. However, the Council vigorously defends these matters.

8. Subseguent Events

Management has evaluated subsequent events through July 29, 2016, the date on which the
financial statements were available to be issued.



REQUIRED SUPPLEMENTARY INFORMATION
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SEVIER COUNTY ECONOMIC DEVELOPMENT COUNCIL, INC.

Schedule of Changes in Council’s Net Pension Liability (Asset) and Related
Ratios Based on Participation in the Public Employee Pension Plan of TCRS

Last Fiscal Year Ending June 30

2014

Total pension liability
Service cost $ 22,655
Interest 39,291
Differences between actual and expected experience (47,291)
Benefit payments, including refunds of employee contributions (14,134)
Net change in total pension liability 521
Total pension liability - beginning 508,296
Total pension liability - ending (a) $ 508,817

Plan fiduciary net position
Contributions - employer $ 34,599
Contributions - employee 10,738
Net investment income 60,543
Benefit payments, including refunds of employee contributions (14,134)
Administrative expense (159)
Net change in plan fiduciary net position 91,587
Plan fiduciary net position - beginning 349,684
Plan fiduciary net position - ending (b) $ 441,271

Net pension liability (asset) - ending (a)-(b) $ 67,546

Plan fiduciary net position as a percentage of total
pension liability 86.72%

Covered-employee payroll $ 214,766

Net pension liability (asset) as a percentage of
covered-employee payroll 31.45%

This is a 10-year schedule; however, the information in this schedule is not required to be presented
retroactively. Years will be added to this schedule in future fiscal years until 10 years of information is
available.

See independent auditor’s report.
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Schedule of Council’s Contributions Based on
Participation in the Public Employee Pension Plan of TCRS

Last Fiscal Year Ending June 30

2015 2014

Actuarially determined contribution $ 33,233 $ 34,599

Contributions in relation to the actuarially
determined contribution 33,233 34,599

Contribution deficiency (excess) $ - $ -

Covered-employee payroll $ 202,443 $ 214,766

Contributions as a percentage of
covered-employee payroll 16.42% 16.11%

This is a 10-year schedule; however, the information in this schedule is not required to be presented
retroactively. Years will be added to this schedule in future fiscal years until 10 years of information is
available.

See independent auditor’s report.
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Notes to Required Supplementary Information

June 30, 2015

Notes to Schedules

Valuation date: Actuarially determined contribution rates for 2015 were calculated based on the July 1,
2013 actuarial valuation.

Methods and assumptions used to determine contribution rates:

Actuarial cost method Frozen initial liability
Amortization method Level dollar, closed (not to exceed 20 years)
Remaining amortization period 7 years
Asset valuation 10-year smoothed within a 20 percent corridor to market value
Inflation 3.0 percent
Salary increases Graded salary ranges from 8.97 to 3.71 percent based on age,

including inflation, averaging 4.25 percent
Investment Rate of Return 7.5 percent, net of investment expense, including inflation
Retirement age Pattern of retirement determined by experience study
Mortality Customized table based on actual experience including an

adjustment for some anticipated improvement
Cost of Living Adjustments 2.5 percent

See 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 Directors
Sevier County Economic Development Council, Inc.

We have audited, in accordance with the auditing standards generally accepted in the United States of
America and the standards applicable to the financial audits contained in the GovernmentAuditing Standards
issued by the Comptroller General of the United States, the financial statements of the Sevier County
Economic Development Council, Inc. (the Council) as of and for the year ended June 30, 2015, and the
related notes to the financial statements, which collectively comprise the Sevier County Economic
Development Council, Inc.’s basic financial statements and have issued our report thereon dated July 29,
2016.

Internal Control Over Financial Reporting

In planning and performing our audit of the financial statements, we considered the Sevier County Economic
Development Council, Inc.’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 Council’s
internal control. Accordingly, we do not express an opinion on the effectiveness of the Council’s internal
control.

Our consideration of internal control was for the limited purpose described in the preceding paragraph 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.
However, as described below, we identified certain deficiencies in internal control over financial reporting that
we consider to be material weaknesses and other deficiencies that we consider to be significant deficiencies.

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. However, of the significant
deficiencies described, we consider items #2015-001, 2015-003, and 2015-004, to be material weaknesses.

A significant deficiency is a deficiency, or 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. We did
identify three deficiencies in internal control, described below in findings #2015-002 and 2015-005, that we
consider to be significant deficiencies.

DDD
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Design Deficiencies

Finding #2015-001: There is an absence of appropriate segregation of duties consistent with control
objectives within the revenue cycle. The same accounting personnel are currently responsible for and
performing duties involving billing, collections, maintenance of receivables, general ledger activity and bank
reconciliations. This finding was reported in the prior year.

Recommendation: We recommend the Council implement duties consistent with control objectives. The lack
of an adequate number of personnel may make optimal segregation of duties impractical.

Management’s Reply: We concur. Segregation of duties is implemented as much as possible for a small
office with limited employees. We will strive to find ways to increase segregation of duties by involving the
executive director and our treasurer to review bank statements and bank reconcilements along with monthly
internal financial reports.

Finding #2015-002: Due to limitations on staff and resources, the Council’s control structure does not allow
management the ability to prepare annual financial reports in accordance with generally accepted accounting
principles. This finding was reported in the prior year.

Recommendation: The Council should evaluate the cost and benefits of employing personnel with the
technical expertise to prepare annual reports in accordance with generally accepted accounting principles.

Management’s Reply: We concur. We have evaluated the cost and benefits of employing such personnel.
Our determination was that the benefits do not outweigh the costs. Instead, we will contract the preparation of
the Council’s annual financial report to our auditors and will retain the responsibility of reviewing and accepting
the financial report.

Finding #2015-003: During our audit, we had to make significant adjustments to various asset and liability
accounts to allow the financial statements to conform to generally accepted accounting principles. This finding
was reported in the prior year.

Recommendation: Management should evaluate the cost and benefits of employing personnel with the
technical expertise to detect and correct misstatements of financial statements so that they conform to
generally accepted accounting principles.

Management’s Reply: We concur. We have evaluated the cost and benefits of employing such personnel.
We concluded that the benefits do not outweigh the cost.

Operating Deficiencies

Finding #2015-004: Various receivable and payable accounts were not reconciled as of June 30, 2015,
resulting in significant proposed adjusting journal entries for the proper matching of revenues earned and
related expenditures.

Recommendation: We recommend that accounts receivable and accounts payable accounts be reviewed
periodically and detailed lists of outstanding items be reconciled to the general ledger at least quarterly and at
year end.

Management’s Reply: We concur. We will maintain a detailed listing of accounts receivable and accounts
payable to ensure timely recognition of revenues and expenditures in the appropriate reporting periods.
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Operating Deficiencies (Continued)

Finding #2015-005: There are inconsistencies for employee credited service between the Council’s records
and the census data provided by the Tennessee Consolidated Retirement System (TCRS). A portion of these
differences appears to be related to the June 2014 contribution never being recognized by TCRS. It should be
noted the differences in credited service did not significantly impact the fair presentation of the financial
statements for the year ended June 30, 2015.

Recommendation: Management should monitor enrollment in TCRS and should contact TCRS to determine a
corrective action plan on any employee where credited service amounts differ.

Management’s Reply: We concur. We will contact TCRS to determine an appropriate corrective action plan.

Compliance and Other Matters

As part of obtaining reasonable assurance about whether the Sevier County Economic Development Council,
Inc.’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.

Sevier County Economic Development Council, Inc.’s Response to Findings

The Sevier County Economic Development Council, Inc.’s responses to the findings identified were not
subjected to the auditing procedures applied in the audit of the financial statements and, accordingly, we
express no opinion on them.

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 GovernmentAuditing
Standards in considering the entity’s internal control and compliance. Accordingly, this communication is not
suitable for any other purpose.

CERTIFIED PUBLIC ACCOUNTANTS

Knoxville, Tennessee
July 29, 2016



SEVIER COUNTY ECONOMIC DEVELOPMENT COUNCIL, INC.

Summary Schedule of Prior Audit Findings

June 30, 2015

There were no significant deficiencies or material weaknesses disclosed in the prior year’s auditor’s report
on internal control and compliance that have not been reported in the auditor’s report on internal control
and compliance in the current year.
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