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Independent Auditor's Report

Board of Directors
Carroll County Board of Public Utilities
Huntingdon, Tennessee

Report on the Financial Statements

We have audited the accompanying financial statements of the Carroll County Board of Public Utilities
(the System), an enterprise fund of Carroll County, Tennessee, as of and for the years ended June 30,
2016 and 2015, and the related notes to the financial statements, which collectively comprise the
System’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 an opinion on these financial statements based on our audits. We
conducted our audits in accordance with auditing standards generally accepted in the United States of
America and the standards applicable to financial audits contained in Government Auditing Standards,
issued by the Comptroller General of the United States. Those standards require that we plan and
perform the audit to obtain reasonable assurance about whether the financial statements are free from
material misstatement.

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

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



Board of Directors
Carroll County Board of Public Utilities
Huntingdon, Tennessee

Opinion
In our opinion, the financial statements referred to above present fairly, in all material respects, the
financial position of Carroll County Board of Public Utilities, of Carroll County, Tennessee, as of June

30, 2016 and 2015, and the changes in financial position and cash flows thereof for the years then
ended in accordance with accounting principles generally accepted in the United States of America.

Emphasis of Matter

As discussed in Note 1, the financial statements present only the Carroll County Board of Public
Utilities enterprise fund and do not purport to, and do not, present fairly the financial position of Carroll
County, Tennessee, as of June 30, 2016 and 2015, the changes in its financial position or, where
applicable, its cash flows for the years then ended in accordance with accounting principles generally
accepted in the United State of America. Our opinion is not modified with respect to this matter.

Other Matters
Required Supplementary Information

Accounting principles generally accepted in the United States of America require that the
management’s discussion and analysis and other post employment benefits as listed in the table of
contents 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 System’s basic financial statements. The introductory section and
supplementary and other information section are presented for purposes of additional analysis and are
not a required part of the basic financial statements.

The supplementary and other information section as listed in the Table of Contents, except that which
is marked unaudited, is the responsibility of management and was derived from and relates directly to
the underlying accounting and other records used to prepare the basic financial statements. Such
information has been subjected to the auditing procedures applied in the audit of the basic financial
statements and certain additional procedures, including comparing and reconciling such information
directly to the underlying accounting and other records used to prepare the basic financial statements
or to the basic financial statements themselves, and other additional procedures in accordance with
auditing standards generally accepted in the United States of America. In our opinion, the
supplementary and other information section except that which is marked ‘unaudited’ as listed in the
Table of Contents, is fairly stated in all material respects in relation to the basic financial statements as
a whole.

The introductory section and the information marked unaudited in the supplementary and other
information section have not been subjected to the auditing procedures applied in the audit of the basic
financial statements and, accordingly, we do not express an opinion or provide any assurance on them.



Board of Directors
Carroll County Board of Public Utilities
Huntingdon, Tennessee

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated October 25,
2016, on our consideration of the System’s internal control over financial reporting and on our tests of
its compliance with certain provisions of laws, regulations, contracts, and grant agreements and other
matters. The purpose of that report is to describe the scope of our testing of internal control over
financial reporting and compliance and the results of that testing, and not to provide an opinion on
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 System’s internal control
over financial reporting and compliance.

lorion o 31 Cenn & PLLC

Jackson, Tennessee
October 25, 2016



MANAGEMENT’S DISCUSSION AND ANALYSIS

As management of the Carroll County Board of Public Utilities (the System), we offer readers of the
System’s financial statements this narrative overview and analysis of the financial activities of the
System for the fiscal year ended June 30, 2016. All amounts, unless otherwise indicated, are
expressed in actual dollars.

FINANCIAL HIGHLIGHTS

Management believes the System’s financial condition is strong. The System is well within its debt
covenants and the more stringent financial policies and guidelines set by the Board and management.
The following are key financial highlights.

e Total assets at year-end were $34.4 million and exceeded total liabilities in the amount of
$28.2 million (i.e. net position). Total assets increased by $337 thousand due primarily to
increase in unrestricted investments.

e Net position and unrestricted net position increased $375 thousand and $712 thousand,
respectively. The increase was the result of an operating profit and the release of restricted
funds due to the full repayment of their revenue bonds during current year.

e During fiscal year 2016, the System delivered 414.24 million kWh compared to 424.71 million
kWh during the fiscal year 2015.

e Operating revenues were $35.7 million, a decrease from year 2015 in the amount of $601
thousand or (1.66%).

e Operating expenses were $34.9 million, a decrease from year 2015 in the amount of $591
thousand or (1.66%).

e The operating income for the year was $767 thousand as compared to a $778 thousand
operating income during the 2015 fiscal year.

o Ratios of operating income to total operating revenue were 2.15, 2.14, and 2.83, for 2016,
2015, and 2014, respectively.

OVERVIEW OF THE ANNUAL FINANCIAL REPORT

Management’s Discussion and Analysis (MD&A) serves as an introduction to, and should be read in
conjunction with, the financial statements and supplementary and other information. The MD&A
represents management’'s examination and analysis of the System’s financial condition and
performance. Summary financial statement data, key financial and operational indicators used in the
System’s strategic plan, budget, bond resolutions, and other management tools were used for this
analysis. The Financial Statements and Supplementary Information is made up of four sections: 1) the
introductory section, 2) the financial section, 3) the supplementary and other information section, and 4)
the internal control and compliance section. The introductory section includes the System’s directory.
The financial section includes the MD&A, the independent auditor’s report, the financial statements with
accompanying notes, and the required supplementary information. The supplementary and other
information section includes selected financial and operational information. The internal control and
compliance section includes the report on internal control and compliance. These sections make up the
financial report presented here.

REQUIRED FINANCIAL STATEMENTS

A Proprietary Fund is used to account for the operations of the System, which is financed and operated
in a manner similar to private business enterprises where the intent is that the costs of providing
services to the general public on a continuing basis be financed or recovered primarily through user
charges.



MANAGEMENT’S DISCUSSION AND ANALYSIS

The financial statements report information about the System, using accounting methods similar to
those used by private sector companies. These statements offer short- and long-term financial
information about its activities.

The Statement of Net Position presents the financial position of the System on a full accrual historical
cost basis. The statement includes all of the System’s assets, liabilities and deferred inflows/outflows of
resources with the difference reported as net position. It also provides the basis for computing rate of
return, evaluating the capital structure of the System, and assessing the liquidity and financial flexibility
of the System.

The Statement of Revenues, Expenses and Changes in Net Position presents the results of the
business activities over the course of the fiscal year and information as to how the net position changed
during the year. All changes in net position are reported as soon as the underlying event giving rise to
the change occurs, regardless of the timing of the related cash flows. This statement measures the
success of the System’s operations and can be used to determine whether the System has
successfully recovered all of its costs. This statement also measures the System'’s profitability and
credit worthiness.

The Statement of Cash Flows presents changes in cash and cash equivalents, resulting from
operational, financing, and investing activities. This statement presents cash receipt and cash
disbursement information, without consideration of the earnings event, when an obligation arises.

The Notes to the Financial Statements provide required disclosures and other information that are
essential to a full understanding of material data provided in the statements. The notes present
information about the System’s accounting policies, significant account balances and activities, material
risks, obligations, commitments, contingencies and subsequent events, if any.

FINANCIAL ANALYSIS

One of the most important questions asked about the System’s finances is “Is the System, as a whole,
better off or worse off as a result of the year's activities?” The Statement of Net Position and the
Statement of Revenues, Expenses, and Changes in Net Position report information about the System’s
activities in a way that will help answer this question. These two statements report the net position of
the System, and the changes in the net position. Net position is one way to measure the financial health
or financial position of the System. Over time, increases or decreases in the System’s net position is an
indicator of whether its financial health is improving or deteriorating. However, you will need to also
consider other non-financial factors such as changes in economic conditions, customer growth, and
legislative mandates.

REQUIRED FINANCIAL ANALYSIS

The System’s total net position increased by $375 thousand and $386 thousand for the fiscal years
ended June 30, 2016 and 2015, respectively. The analysis below focuses on the System’s net position
(Table 1) and changes in net position (Table 2) during the years.

The increase in current and other assets in 2016 was due primarily to an increase in unrestricted
investments.



MANAGEMENT’S DISCUSSION AND ANALYSIS

Table 1A

CONDENSED STATEMENT OF NET POSITION

Increase (Decrease)

June 30, 2016 June 30, 2015 $ %
Current and other assets 3 14,071,940 $ 13,667,346 $ 404,594 2.96%
Capital assets 20,365,084 20,432,861 (67,777) -0.33%
Total assets 34,437,024 34,100,207 336,817 0.99%
Long-term liabilities 974,389 941,041 33,348 3.54%
Other liabilities 5,235,808 5,306,845 (71,037) -1.34%
Total liabilities 6,210,197 6,247,886 (37,689) -0.60%
Net investment in capital assets 20,365,084 20,261,158 103,926 0.51%
Restricted - 441,075 (441,075) -100.00%
Unrestricted 7,861,743 7,150,088 711,655 9.95%
Total net position $ 28,226,827 $ 27,852,321 $ 374,506 1.34%
Table 1B

CONDENSED STATEMENT OF NET POSITION

Current and other assets
Capital assets

Total assets

Long-term liabilities
Other liabilities

Total liabilities

Net investment in capital assets
Restricted
Unrestricted

Total net position

Increase (Decrease)

June 30, 2015 June 30, 2014 $ %
$ 13,667,346 $ 13,332,764 $ 334,582 2.51%
20,432,861 20,528,234 (95,373) -0.46%
34,100,207 33,860,998 239,209 0.71%
941,041 1,273,473 (332,432) -26.10%
5,306,845 5,121,548 185,297 3.62%
6,247,886 6,395,021 (147,135) -2.30%
20,261,158 20,189,612 71,546 0.35%
441,075 426,988 14,087 3.30%
7,150,088 6,849,377 300,711 4.3%%
$ 27,852,321 $ 27,465,977 $ 386,344 1.41%




MANAGEMENT’S DISCUSSION AND ANALYSIS

Changes in the System’s net position can be determined by reviewing the following condensed
Statement of Revenues, Expenses and Changes in Net Position for the years.

Table 2A
CONDENSED STATEMENT OF REVENUES, EXPENSES AND CHANGES IN NET POSITION
Increase (Decrease)

June 30, 2016  June 30, 2015 $ %

Operating revenues $ 35,716,524 $ 36,317,639 $ (601,115) -1.66%
Non-operating revenues 33,224 39,656 (6,432) -16.22%

Total revenues 35,749,748 36,357,295 (607,547) -1.67%
Cost of sales and senice 28,358,772 29,283,790 (925,018) -3.16%
Operations expense 2,527,841 2,407,342 120,499 5.01%
Maintenance expense 1,270,265 1,019,256 251,009 24.63%
General and administrative expense 1,356,238 1,377,201 (20,963) -1.52%
Depreciation expense 1,125,417 1,102,499 22,918 2.08%
Transfer out - tax equivalent 418,051 410,901 7,150 1.74%
Other taxes 310,862 349,828 (38,966) -11.14%
Interest and amortization 7,796 20,134 (12,338) -61.28%

Total expenses 35,375,242 35,970,951 (595,709) -1.66%
Change in net position 374,506 386,344 (11,838) -3.06%
Beginning net position 27,852,321 27,465,977 386,344 1.41%
Ending net position $ 28,226,827 $ 27,852,321 $ 374,506 1.34%

Table 2B

CONDENSED STATEMENT OF REVENUES, EXPENSES AND CHANGES IN NET POSITION
Increase (Decrease)

June 30, 2015 June 30, 2014 $ %

Operating revenues $ 36,317,639 $ 39,336,935 $ (3,019,296) -7.68%
Non-operating revenues 39,656 42,087 (2,431) -5.78%

Total revenues 36,357,295 39,379,022 (3,021,727) -7.67%
Cost of sales and senice 29,283,790 32,079,673 (2,795,883) -8.72%
Operations expense 2,407,342 2,347,095 60,247 2.57%
Maintenance expense 1,019,256 1,087,550 (68,294) -6.28%
General and administrative expense 1,377,201 1,342,566 34,635 2.58%
Depreciation expense 1,102,499 1,076,323 26,176 2.43%
Transfer out - tax equivalent 410,901 419,497 (8,596) -2.05%
Other taxes 349,828 326,079 23,749 7.28%
Interest and amortization 20,134 27,397 (7,263) -26.51%

Total expenses 35,970,951 38,706,180 (2,735,229) -7.07%
Change in net position 386,344 672,842 (286,498) -42.58%
Beginning net position 27,465,977 26,793,135 672,842 2.51%
Ending net position $ 27,852,321 $ 27,465,977 $ 386,344 1.41%




MANAGEMENT’S DISCUSSION AND ANALYSIS

Operating revenues showed a 7.68% decrease from 2014 to 2015 and a 1.66% decrease from 2015 to
2016. The decrease in operating revenues in 2016 was mainly due to a decrease in demand. Non-
operating revenues decreased 5.78% from 2014 to 2015 and decreased 16.22% from 2015 to 2016 as
the result of decreasing interest rates on certificates of deposits and savings accounts. Expenses
decreased 8.61% for the three year period as a result of fluctuation in cost of sales and service. Ending
net position showed an increase of 2.77% over the 3 year period due to operating profits in all 3 years.

CAPITAL ASSETS AND DEBT ADMINISTRATION

Capital Assets

At the end of fiscal year 2016, the system had $20.37 million (net of accumulated depreciation)
invested in a broad range of System capital assets. This investment includes land, land rights,
distribution and transmission systems and their related equipment, and various types of equipment.
Based on the uses of the aforementioned assets, they are classified for financial purposes as
transmission plant, distribution plant, and general plant. This investment represents an overall decrease
(net of increases and decreases) of $68 thousand or (0.33%) over last year. The following tables
summarize the System’s capital assets, net of accumulated depreciation, and changes therein, for the
year ended June 30, 2016 and 2015. These changes are presented in detail in Note 3D to the financial
statements.

Table 3A
CAPITAL ASSETS, NET OF ACCUMULATED DEPRECIATION

Increase (Decrease)

June 30, 2016  June 30, 2015 Amount Percent
Transmission plant $ 623,959 $ 633,816 $ (9,857) -1.56%
Distribution plant 18,250,450 18,188,947 61,503 0.34%
General plant 1,422,126 1,474,848 (52,722) -3.57%
Construction in progress 68,549 135,250 (66,701) -49.32%
Total capital assets (net) $ 20,365,084 $ 20,432,861 $ (67,777) -0.33%
Table 3B

CAPITAL ASSETS, NET OF ACCUMULATED DEPRECIATION
Increase (Decrease)

June 30, 2015 June 30, 2014 Amount Percent
Transmission plant $ 633,816 $ 679,476 $  (45,660) -6.72%
Distribution plant 18,188,947 18,220,481 (31,534) -0.17%
General plant 1,474,848 1,584,305 (109,457) -6.91%
Construction in progress 135,250 43,972 91,278 207.58%
Total capital assets (net) $ 20,432,861 $ 20,528,234 $  (95,373) -0.46%

The System plans on using existing financial resources to keep upgrading existing systems and adding
new systems where it sees fit.

Debt Administration

The System has paid in full the Revenue Bonds, series 2001 during fiscal year ended June 30, 2016.
Details relating to the debt can be found in Note 3E. The System also has no current plans to issue
new debt.



MANAGEMENT’S DISCUSSION AND ANALYSIS
ECONOMIC FACTORS AND NEXT YEAR’S RATES

During fiscal year 2016, economic conditions remained relatively the same as the prior fiscal year. A
mild winter impacted kWh sales, contributing to an overall decrease in kWh sales. The number of
customers in the Residential Class increased for the first time in nine years, resulting in the System’s
overall customer base being slightly greater this fiscal year. Residential growth or new industry in the
area would increase sales revenue and better the System’s overall financial condition.

The System’s energy supplier and regulatory authority, TVA, budget contains a 1.5% effective retail
rate increase beginning October 1, 2016. This is passed on to our customers.

CONTACTING THE AUTHORITY’S FINANCIAL MANAGEMENT

This financial report is designed to provide a general overview of the System’s finances for all those
with an interest in the System’s finances and to demonstrate the System’s accountability for the money
it receives. Questions concerning any information provided in this report or requests for any additional
information should be directed to the Office Manager of Carroll County Board of Public Utilities, P.O.
Box 527, 103 West Paris Street, Huntingdon, TN 38344.

-10-



CARROLL COUNTY BOARD OF PUBLIC UTILITIES

STATEMENTS OF NET POSITION
June 30, 2016 and 2015

Assets
Current Assets

Cash on hand
Cash and cash equivalents - general

Accounts receivable - trade (net of allowance for uncollectibles)

Accounts receivable - other

Materials and supplies

Prepayments and other current assets
Total current assets

Noncurrent assets
Restricted cash, cash equivalents, and investments:
Cash and cash equivalents
Investments
Total restricted assets

Investments

Other assets
Unamortized debt expense

Capital assets, not being depreciated
Transmission plant
Distribution plant
General plant
Construction in progress
Total capital assets, not being depreciated

Capital assets, net of accumulated depreciation
Transmission plant
Distribution plant
General plant
Total capital assets (net of accumulated depreciation)
Total noncurrent assets

Total assets

The accompanying notes are an integral part of these financial statements.
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2016 2015
3,650 $ 3,650
3,269,434 3,683,176
2,963,132 2,918,815
138,590 141,234
561,177 525,606
241,690 246,221
7,167,673 7,518,702
- 183,276
- 259,184
- 442,460
6,904,267 5,704,508
- 1,676
65,819 65,819
99,331 99,331
118,920 118,920
68,549 135,250
352,619 419,320
558,140 567,997
18,151,119 18,089,616
1,303,206 1,355,928
20,365,084 20,432,861
27,269,351 26,581,505
34,437,024 $ 34,100,207




CARROLL COUNTY BOARD OF PUBLIC UTILITIES

STATEMENTS OF NET POSITION
June 30, 2016 and 2015

Liabilities
Current liabilities
Accounts payable
Other accrued expense
Customer deposits
Compensated absences - current portion
Total current liabilities

Current liabilities payable from restricted assets:
Accrued interest
Current maturities of long-term debt
Total current liabilities payable from restricted assets

Noncurrent liabilities
Compensated absences - noncurrent portion
Other post employment benefits obligation

Total noncurrent liabilities
Total liabilities

Net Position
Net investment in capital assets
Restricted for debt service
Unrestricted

Total net position

The accompanying notes are an integral part of these financial statements.
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2016 2015
3,094,689 $ 3,141,431
831,613 787,745
994,178 908,341
315,328 296,240
5,235,808 5,133,757
- 1,385
- 171,703
- 173,088
897,473 843,146
76,916 97,895
974,389 941,041
6,210,197 6,247,886
20,365,084 20,261,158
- 441,075
7,861,743 7,150,088
28,226,827 $ 27,852,321




CARROLL COUNTY BOARD OF PUBLIC UTILITIES

STATEMENTS OF REVENUES, EXPENSES AND CHANGES IN NET POSITION

For the Years Ended June 30, 2016 and 2015

2016 2015
Operating revenues
Charges for sales and services
(net of $2,133,295 credit and $28,961 uncollectible accounts) $ 34,874,998 $ 35,566,820
Other electric revenue 841,526 750,819
Total operating revenues 35,716,524 36,317,639
Operating expenses
Cost of sales and services 28,358,772 29,283,790
Operations expense 2,527,841 2,407,342
Maintenance expense 1,270,265 1,019,256
Administrative expense 1,356,238 1,377,201
Provision for depreciation 1,125,417 1,102,499
Payment in lieu of taxes and other taxes 310,862 349,828
Total operating expenses 34,949,395 35,539,916
Operating income (loss) 767,129 777,723
Nonoperating revenues (expenses)
Interest income 33,224 39,656
Interest expense (2,824) (15,042)
Amortization of debt expense and bond discount (4,972) (5,092)
Total nonoperating revenues (expenses) 25,428 19,522
Income before transfers 792,557 797,245
Transfers
Transfer out - tax equivalents (418,051) (410,901)
Change in net position 374,506 386,344
Total net position - beginning 27,852,321 27,465,977
Total net position - ending $ 28,226,827 §$ 27,852,321

The accompanying notes are an integral part of these financial statements.
-13-



CARROLL COUNTY BOARD OF PUBLIC UTILITIES

STATEMENTS OF CASH FLOWS

For the Years Ended June 30, 2016 and 2015

Cash flows from operating activities

Receipts from customers and users
Payments to employees
Payments to suppliers

Customer deposits received
Customer deposits refunded

Net cash provided (used) by operating activities

Cash flows from capital and related financing activities
Construction and acquisition of plant
Plant removal cost
Materials salvaged from retirements
Principal paid on bonds
Interest paid on bonds
Net cash provided (used) by capital and

related financing activities

Cash flows from non-capital financing activities
Amounts paid to others - tax equivalents
Net cash provided (used) by non-capital
and related financing activities

Cash flows from investing activities
Purchase of investment
Proceeds from sale of investments
Interest earned
Net cash provided (used) by investing activities

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

Cash and cash equivalents - end of year

Unrestricted cash on hand

Unrestricted cash and cash equivalents on deposit
Restricted cash and cash equivalents on deposit

Total cash and cash equivalents

The accompanying notes are an integral part of these financial statements.
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2016 2015
35,674,851 36,603,682
(2,755,245) (3,247,820)

(31,040,211) (30,777,851)

337,710 347,960
(251,873) (264,603)
1,965,232 2,661,368
(1,012,076) (995,056)
(124,134) (119,843)
78,570 107,773
(175,000) (170,000)
(4,208) (16,388)
(1,236,848) (1,193,514)
(418,051) (410,901)
(418,051) (410,901)

(23,069,598) (15,065,542)

22,129,023 14,870,766
33,224 39,656
(907,351) (155,120)
(597,018) 901,833
3,870,102 2,968,269
3,273,084 3,870,102
3,650 3,650
3,269,434 3,683,176
- 183,276
3,273,084 3,870,102




CARROLL COUNTY BOARD OF PUBLIC UTILITIES
STATEMENTS OF CASH FLOWS
For the Years Ended June 30, 2016 and 2015

2016 2015
Reconciliation of operating income (loss) to net cash
provided (used) by operating activities
Operating income (loss) $ 767,129 $ 777,723
Adjustments to reconcile operating income (loss) to
net cash provided (used) by operating activities:
Depreciation expense 1,125,417 1,102,499
(Increase) decrease in accounts receivable and accounts receivable other (41,673) 286,043
(Increase) decrease in materials and supplies (25,571) (4,890)
(Increase) decrease in prepayments and other current assets 4,531 478,862
Increase (decrease) in customer deposits 85,837 83,357
increase (decrease) in accounts payable
and accrued expenses 49,562 (62,226)
Net cash provided (used) by operating activities $ 1965232 $ 2,661,368

The accompanying notes are an integral part of these financial statements.
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CARROLL COUNTY BOARD OF PUBLIC UTILITIES
NOTES TO FINANCIAL STATEMENTS
June 30, 2016 and 2015

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
A. Reporting Entity

These are proprietary fund financial statements and include only the financial activities of Carroll
County Electric System (The System). The TCA code section 7-52-117(c) states “Subject to the
provisions of section 7-52-132, the superintendent, with the approval of the supervisory body, may
acquire and dispose of all property, real and personal, necessary to effectuate the purposes of this
part. The title of such property shall be taken in the name of the municipality” (county); therefore,
Carroll County Electric System does not possess sufficient corporate powers that distinguish it as a
legally separate entity, and is considered a proprietary fund of Carroll County, Tennessee.

B. Measurement Focus, Basis of Accounting, and Financial Statement Presentation

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.

The System’s financial statements are reported using the economic resources measurement focus
and the full accrual basis of accounting in accordance with accounting principles generally accepted
in the United States of America. Revenues are recorded when earned and expenses are recorded
when a liability is incurred, regardless of the timing of related cash flows. The accounting policies of
the System conform to applicable accounting principles generally accepted in the United States of
America as defined by the Governmental Accounting Standards Board (GASB).

Proprietary funds distinguish operating revenues and expense from non-operating items. Operating
revenues and expenses generally result from providing services and delivering goods in connection
with the proprietary fund’s principal ongoing operations. The principal operating revenues of the
System are charges for sales to customers for sales and service. Operating expenses for the
enterprise funds include the cost of sales and services, administrative expenses, and depreciation
on capital assets. All revenues and expenses not meeting this definition are reported as non-
operating revenues and expenses.

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

C. Assets, Liabilities, Deferred Outflows/ Inflows of Resources and Net Position

Deposits and Investments

The System’s cash and cash equivalents are considered to be cash on hand, demand deposits,
and short-term investments with original maturities of three months or less from the date of
acquisition.

State statutes authorize the System to invest in certificates of deposit, obligations of the U.S.

Treasury, agencies and instrumentalities, obligations guaranteed by the U.S. government or its
agencies, repurchase agreements and the state’s investment pool.
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CARROLL COUNTY BOARD OF PUBLIC UTILITIES
NOTES TO FINANCIAL STATEMENTS
June 30, 2016 and 2015

Accounts Receivable

Trade receivables result from unpaid billings for electric service to customers and from unpaid
billings related to work performed for or materials sold to certain entities. All trade receivables are
shown net of an allowance for uncollectible accounts. The allowance for uncollectible customer
accounts recorded by the System is based on past history of uncollectible accounts and
management’s analysis of current accounts.

Inventories and Prepaid ltems

All inventories are valued at the lower of average cost or market, using the first-inffirst-out (FIFO)
method. Certain payments to vendors reflect costs applicable to future accounting periods and are
recorded as prepaid items in the financial statements.

Restricted Assets

Certain proceeds of the bond issues, as well as certain resources set aside for their repayment, are
classified as restricted assets on the statement of net position because they are maintained in
separate bank accounts and their use is limited by applicable bond covenants.

Capital Assets

Capital assets, which include property, plant, equipment, and construction in progress, are defined
by the System as assets with an initial, individual cost of more than $500 and an estimated useful
life in excess of five years. Such assets are recorded at historical cost or estimated historical cost if
purchased or constructed. Assets acquired through contributions from developers or other
customers are capitalized at their estimated fair market value at the date of donation.

The costs of normal maintenance and repairs that do not add to the value of the asset or materially
extend assets’ lives are not capitalized. Major outlays for capital assets and improvements are
capitalized as projects are constructed. Interest incurred during the construction phase of capital
assets is included as part of the capitalized value of the assets constructed.

Property, plant, and equipment of the System are depreciated using the straight line method over
the following useful lives:

General plant 5-40years
Transmission plant 28 - 33 years
Distribution plant 16 - 40 years

Compensated Absences

It is the System’s policy to permit employees to accumulate earned but unused vacation and sick
pay benefits. All vacation pay and sick leave have been accrued and are reflected as current
liabilities and long-term liabilities on the financial statements.

Long-term Obligations

Bond premiums and discounts, as well as issuance costs, are deferred and amortized over the life
of the bonds using the effective interest method. Bonds payable are reported net of the applicable
bond premium or discount. Bond issuance costs are reported as other assets and amortized over
the term of the related debt. The System will continue to report bond cost as an asset and amortize
those over the life of the bonds instead of expensing those costs in the current year in accordance
with certain provisions included in GASB Statement No. 62 — Codification of Accounting and
Financial Reporting Guidance Contained in Pre November 30, 1989 FASB and AICPA
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CARROLL COUNTY BOARD OF PUBLIC UTILITIES
NOTES TO FINANCIAL STATEMENTS
June 30, 2016 and 2015

Pronouncements. This regulatory option as part of GASB Statement No. 65 is available due to the
above mentioned cost being used for rate setting by the System.

Deferred Outflows/Inflows of Resources

In addition to assets, the statement of financial position will sometimes report a separate section for
deferred outflows of resources. This separate financial statement element, deferred outflows of
resources, represents a consumption of net position that applies to a future period(s) and so will not
be recognized as an outflow of resources (expense) until then. The System presently has no items
that qualify for reporting in this category.

In addition to liabilities, the statement of financial position will sometimes report a separate section
for deferred inflows of resources. This separate financial statement element, deferred inflows of
resources, represents an acquisition of net position that applies to a future period(s) and so will not
be recognized as an inflow of resources (revenue) until that time. The System presently has no
items that qualify for reporting in this category.

Net Position
Equity is classified as net position and displayed in the following three components:

¢ Net Investment in Capital Assets — Consists of capital assets, net of accumulated
depreciation and reduced by the outstanding balances of any bonds that are attributable
to the acquisition, construction, or improvement of those assets; debt related to unspent
proceeds or other restricted cash and investments is excluded from the determination.

e Restricted for Debt Service — Consists of assets for which constraints are placed thereon
by lenders less any related liabilities.

e Unrestricted — All other net position that does not meet the description of the above
categories.

Impact of Recently Issued Accounting Pronouncements

In June 2015, the GASB issued Statement No. 76 — The Hierarchy of Generally Accepted
Accounting Principles for State and Local Governments, effective for financial statements for
periods beginning after June 15, 2015, and should be applied retroactively. The purpose of this
Statement is to identify, in the context of the current governmental financial reporting environment,
the hierarchy of generally accepted accounting principles (GAAP). The “GAAP hierarchy” consists
of the sources of accounting principles used to prepare financial statements of state and local
governmental entities in conformity with GAAP and the framework for selecting those principles.
This Statement reduces the GAAP hierarchy to two categories of authoritative GAAP and
addresses the use of authoritative and nonauthoritative literature in the event that the accounting
treatment for a transaction or other event is not specified within a source of authoritative GAAP.
This Statement supersedes Statement No. 55, The Hierarchy of Generally Accepted Accounting
Principles for State and Local Governments. The requirements in this Statement improve financial
reporting by raising the category of GASB Implementation Guides in the GAAP hierarchy, thus
providing the opportunity for broader public input on implementation guidance, emphasizes the
importance of analogies to authoritative literature when the accounting treatment for an event is not
specified in authoritative GAAP; and requiring the consideration of consistency with the GASB
Concepts Statements when evaluating accounting treatments specified in nonauthoritative
literature.
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CARROLL COUNTY BOARD OF PUBLIC UTILITIES
NOTES TO FINANCIAL STATEMENTS
June 30, 2016 and 2015

D. Use of Estimates
The preparation of financial statements in conformity with accounting principles generally accepted
in the United States of America requires management to make estimates and assumptions that
affect the reported amounts of assets, liabilities and deferred outflow/inflow of resources, the
disclosure of contingent amounts and liabilities at the date of the financial statements, and the
reported amounts of revenues and expenses during the reporting period. Actual results could vary
from the estimates that were used.

NOTE 2 - STEWARDSHIP, COMPLIANCE, AND ACCOUNTABILITY
Budgetary Information

No budget is required for Carroll County Board of Public Utilities, and therefore no budget is
adopted.

NOTE 3 - DETAILED NOTES ON ALL FUNDS

A. Deposits and Investments

Investments were made up entirely of certificates of deposits with a maturity of greater than three
months for the fiscal years ended June 30, 2016 and 2015.

Custodial Credit Risk

The System’s policies limit deposits and investments to those instruments allowed by applicable
state laws and described in Note 1. State statute required that all deposits with financial institutions
must be collateralized by securities whose market value is equal to 105% of the value of uninsured
deposits. The deposits must be collateralized by federal depository insurance or the Tennessee
Bank Collateral Pool, by collateral held by the System’s agent in the System’s name, or by the
Federal Reserve Banks acting as third party agents. State statutes also authorize the System to
invest in bonds, notes or treasury bills of the United States or any of its agencies, certificates of
deposit at Tennessee state chartered banks and savings and loan associations and federally
chartered banks and savings and loan associations, repurchase agreements utilizing obligations of
the United States or its agencies as the underlying securities, and the state pooled investment fund.
Statutes also require that securities underlying repurchase agreements must have a market value
of at least equal to the amount of funds invested in the repurchase transaction. As of June 30, 2016
and 2015, all bank deposits were fully collateralized or insured.

B. Receivables

Receivables as of the fiscal year ends were made up of the following:

June 30,
2016 2015
Billed senvices for utility customers $ 2,988,132 § 2,943,815
Other receivables for utility senice 138,590 141,234
Allowance for doubtful accounts (25,000) (25,000)
Total $ 3,101,722 § 3,060,049
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CARROLL COUNTY BOARD OF PUBLIC UTILITIES
NOTES TO FINANCIAL STATEMENTS
June 30, 2016 and 2015

C. Restricted Assets

During fiscal year ended June 30, 2016, the System paid their bond obligation in full and therefore,
the System’s restricted asset balance is $0 at the end of the fiscal year. Other special funds set
aside to repair and replace plant are at the discretion of the Board of Directors and there are no
applicable legal requirements or restrictions on these funds.

June 30,
2016 2015
The restricted assets consist of the following:
2001 Electric Plant Revenue Bond Fund
Interest and sinking fund $ - $ 183,276
The total funds are represented by:
Certificates of deposit and savings accounts $ - $ 259,184
D. Capital Assets
Capital asset activity during the years was as follows:
Balance at Balance at
Description June 30, 2015  Additions Disposals  June 30, 2016
Capital assets, not being depreciated
Transmission plant $ 65,819 $ - $ - $ 65,819
Distribution plant 99,331 - - 99,331
General plant 118,920 - - 118,920
Construction in progress 135,250 - 66,701 68,549
Total capital assets not being depreciated 419,320 - 66,701 352,619
Capital assets, being depreciated
Transmission plant 1,445,608 38,179 3,795 1,479,992
Distribution plant 35,019,809 1,025,743 352,109 35,693,443
General plant 3,079,274 155,671 50,213 3,184,732
Total capital assets being depreciated 39,544,691 1,219,593 406,117 40,358,167
Less accumulated depreciation for;
Transmission plant 877,611 51,615 7,374 921,852
Distribution plant 16,930,193 1,010,977 398,846 17,542,324
General p|ant 1,723,346 203,644 45,464 1,881,526
Total accumulated depreciation 19,531,150 1,266,236 451,684 20,345,702
Total capital assets, being depreciated, net 20,013,541 (46,643) (45,567) 20,012,465
Total Capita[ assets, net $ 20,432,861 $ (46,643) $ 21,134 $ 20,365,084
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CARROLL COUNTY BOARD OF PUBLIC UTILITIES
NOTES TO FINANCIAL STATEMENTS
June 30, 2016 and 2015

Balance at Balance at
Description June 30, 2014  Additions Disposals  June 30, 2015
Capital assets, not being depreciated
Transmission plant $ 65,819 § - $ - $ 65,819
Distribution plant 99,331 - - 99,331
General plant 118,920 - - 118,920
Construction in progress 43,972 91,278 - 135,250
Total capital assets not being depreciated 328,042 91,278 - 419,320
Capital assets, being depreciated
Transmission plant 1,440,220 8,512 3,124 1,445,608
Distribution plant 34,374,531 940,742 295,464 35,019,809
General p|ant 3,027,952 92,759 41,437 3,079,274
Total capital assets being depreciated 38,842,703 1,042,013 340,025 39,544,691
Less accumulated depreciation for;
Transmission plant 826,563 50,881 (167) 877,611
Distribution plant 16,253,381 991,048 314,236 16,930,193
General plant 1,562,567 198,807 38,028 1,723,346
Total accumulated depreciation 18,642,511 1,240,736 352,097 19,531,150
Total capital assets, being depreciated, net 20,200,192 (198,723) (12,072) 20,013,541
Total Capita[ assets, net $ 20,528,234 $ (1 07,445) $ (12,072) $ 20,432,861

Depreciation expense charged to operations amounted to $1,125,417 for the fiscal year ended June
30, 2016 and $1,102,499 for the fiscal year ended June 30, 2015.

E. Long-term Debt

Long-term debt for the fiscal year ended June 30, 2016 and 2015 is made up of the following:

June 30,
2016 2015
Rewenue Bonds:
Electric Plant Revenue Bonds, Series 2001, interest
at 3.2% to 4.75% due serially through 2016 $ - % 175,000
Total current portion of Revenue Bonds $ - 8 175,000
Total long-term portion of Revenue Bonds 3 - $ -
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CARROLL COUNTY BOARD OF PUBLIC UTILITIES
NOTES TO FINANCIAL STATEMENTS
June 30, 2016 and 2015

During 2001, Carroll County issued $2,000,000 Electric System Revenue Bonds, Series 2001, for
the purpose of financing the construction and equipping of extensions and improvements to the
system. The bonds bear interest at rates from 3.2% to 4.75% and mature serially in varying
amounts from $135,000 in fiscal year 2009 to $175,000 in fiscal year 2016. The bonds are secured
by a pledge of revenues by the System. Expenses incurred in the issuance of the bonds were
amortized by equal charges to operations over the life of the bonds. During fiscal year 2016, the
System paid in full the Electric System Revenue Bonds, Series 2001, and the balance of the bonds
at June 30, 2016 is $0.

The following is a summary of long-term debt transactions for the years ended June 30, 2016 and
2015:

Balance Balance Due Within
June 30, 2015 Additions Retirements June 30, 2016 one year
Rewenue bonds payable  $ 175,000 $ - $ 175,000 $ - $ -
Discount (3,297) - (3,297) - -
Total bonds payable 171,703 - 171,703 - -
Balance Balance Due Within
June 30, 2014 Additions Retirements June 30, 2015 one year
Rewenue bonds payable  $ 345,000 $ - $ 170,000 $ 175,000 $ 175,000
Discount (6,378) - (3,081) (3,297) -
Total bonds payable 338,622 - 166,919 171,703 175,000

Debt expense associated with the above bond issues was recorded as other assets and is being
amortized on a straight-line basis over the life of the issue.

The System complied with all significant debt covenants and restrictions as set forth in the bond
agreements.

. Net Position

Net position represents the difference between assets and liabilities. The restricted net position
amounts were as follows:

-oo.



CARROLL COUNTY BOARD OF PUBLIC UTILITIES
NOTES TO FINANCIAL STATEMENTS
June 30, 2016 and 2015

June 30,
2016 2015
Net investment in capital assets:
Net property, plant, and equipment in senices $ 20,365,084 $ 20,432,861
Unamortized discount - 3,297
Less: Debt as disclosed in Note 3 - (175,000)

$ 20,365,084 $ 20,261,158

Restricted for debt senice:

Restricted cash and cash equivalents $ - $ 183,276
Restricted investments - 259,184
Less: Accrued interest payable from restricted position - (1,385)
- 441,075
Unrestricted 7,861,743 7,150,088
Total net position $ 28,226,827 $ 27,852,321
G. Leases

Operating Leases

The Utility leases one of its copy machines. This lease has been classified as an operating lease
for reporting purposes. The lease agreement began in October 2014 and will expire in October
2019 with a monthly payment of $284.

Lease expense for the years ended June 30, 2016 and 2015 was $3,408 and $3,192, respectively.

NOTE 4 — OTHER INFORMATION
A. Pension Plan

Effective on January 1, 1997 the System adopted a defined contribution, profit sharing pension plan
titled the Carroll County Electrical Department Profit Sharing Plan. Carroll County Board of Public
Utilities is the Plan administrator. The Plan is to be interpreted and administered in a manner
consistent with the provisions of the Internal Revenue Code of 1986, as amended. Participants of
the Plan must meet the Plan’s eligibility requirements. Once an employee becomes a Participant,
the System will maintain an Individual Account for each employee. Each Plan Year, employee
accounts will be adjusted to reflect contributions, gains, losses, etc. The percentage of each
employee account to which an employee is entitled upon separation from the System depends on
the Plan’s vesting schedule. Participants will generally be vested in their Individual Account after
three years of service. All contributions made to the Plan on an employee’s behalf will be placed in
a trust fund established to hold dollars for the benefit of all Participants. Each Participants
Individual Account will be used to track their share in the total trust fund.

Each year, the managing body of the System will determine the amount, if any, which it will
contribute to the Plan. Employer Contributions to a profit sharing plan in general can range from
1% to 15% of Participants’ compensation each year. Compensation shall be determined as the
Participant’'s wages excluding overtime, commissions and bonuses. Employees’ contribution into
the Plan is not permitted.
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CARROLL COUNTY BOARD OF PUBLIC UTILITIES
NOTES TO FINANCIAL STATEMENTS
June 30, 2016 and 2015

At June 30, 2016, the System reported a payable of $0 for the outstanding amount of contributions
to the Plan required at the year ended June 30, 2016.

For the years ended June 30, 2016 and 2015, total employer contributions were $278,467 and
$308,823 based on total covered wages of $2,320,592 and $2,573,525, respectively.

. Power Contract

The System has a power contract with the Tennessee Valley Authority (TVA) whereby the electric
system purchases all its electric power from TVA and is subject to certain restrictions and
conditions as provided for in the power contract. Such restrictions include, but are not limited to,
prohibitions against furnishings, advancing, lending, pledging or otherwise diverting System funds,
revenues or property to other operations of the county and the purchase or payment of, or providing
security for indebtedness on other obligations applicable to such other operations.

. Risk Management

The System is exposed to various risks of loss related to torts; theft of, damage to, and destruction
of assets; errors and omissions; injuries to employees; and natural disasters. During the year
ended June 30, 2016, the System purchased commercial insurance for all of the above risks.
Settled claims have not exceeded this commercial coverage in any of the past three years and
there has been no significant reduction in the amount of coverage provided.

. OPEB Disclosure

Plan Description - Carroll County Electric System sponsors a single-employer post-retirement.
The plan provides medical, prescription, and death benefits to eligible retirees and their spouses.

Funding Policy - The System intends to continue its policy of funding OPEB liabilities on a pay-go
basis and to not pre-fund any unfunded annual required contribution as determined under GASB-
45.

Annual OPEB Cost and Net OPEB Obligation - The System's annual other post-retirement
benefit (OPEB) cost (expense) is calculated based on the annual required contribution of the
employer (ARC), an amount actuarially determined in accordance with the parameters of GASB
Statement 45. The ARC represents a level of funding that, if paid on an ongoing basis, is projected
to cover normal cost each year and amortize any unfunded actuarial liabilities (or funding excess)
over a period not to exceed 30 years. The following table shows the components of the System's
annual OPEB cost for the year, the amount actually contributed to the plan, and changes in the
System's net OPEB Obligation.

-24-
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NOTES TO FINANCIAL STATEMENTS
June 30, 2016 and 2015

Components of Net OPEB Obligation

2016 2015
Annual Required Contribution $ 28,436 $ 30,094
Interest on Net OPEB Obligation 4,405 4,407
Adjustment to Annual Required Contribution (4,995) (4,997)
Annual OPEB Cost (Expense) 27,846 29,504
Contributions and Subsidy (48,825) (29,543)
Increase in Net Obligation (20,979) (39)
Net OPEB Obligation (BOY) 97,895 97,934
Net OPEB (Asset) Obligation (EOY) $ 76,916 $ 97,895

The System's annual OPEB cost, the percentage of annual OPEB cost contributed to the plan, and
the net OPEB obligation is as follows:

Fiscal Year Annual OPEB OPEB Cost Net OPEB
Ended Cost Contributed Obligation
June 30,2012  §$ 27,846 0.00% $ 60,179
June 30, 2013 § 22,245 0.00% $ 82,424
June 30,2014  § 21,826 28.90% $ 97,934
June 30,2015  § 29,504 100.10% 3 97,895
June 30,2016  $ 27,846 175.30% $ 76,916

Funded Status and Funding Progress - As of July 1, 2015, the most recent actuarial valuation
date, the plan was 0% funded. The actuarial accrued liability for benefits was $344,911 and the
actuarial value of assets was $0 resulting in an unfunded actuarial accrued liability (UAAL) of
$344,911. The covered payroll (annual payroll of active employees covered by the plan) was
$2,755,000 and the ratio of the UAAL to the covered payroll was 12.52%.

Actuarial valuations of an ongoing plan involve estimates of the value of reported amounts and
assumptions about the probability of occurrence of events far into the future. Examples include
assumptions about future employment, mortality, and the healthcare cost trend. Amounts
determined regarding the funded status of the plan and the annual required contributions of the
employer are subject to continual revision as actual results are compared with past expectations
and new estimates are made about the future. The schedule of funding progress, presented as
required supplementary information following the notes to the financial statements, presents
multiyear trend information about whether the actuarial value of plan assets is increasing or
decreasing over time relative to the actuarial accrued liabilities for benefits.

Actuarial Methods and Assumptions - Projections of benefits for financial reporting purposes are
based on substantive plan (the plan as understood by the employer and the plan members) and
includes the type of benefits provided at the time of each valuation and the historical pattern of
sharing the benefit costs between the employer and plan members to that point. The actuarial
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CARROLL COUNTY BOARD OF PUBLIC UTILITIES
NOTES TO FINANCIAL STATEMENTS
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methods and assumptions used include techniques that are designed to reduce the effects of short-
term volatility in actuarial accrued liabilities and the actuarial value of assets, consistent with the long-
term perspective of the calculations.

The last complete actuarial valuation was performed as of July 1, 2014 and the results were “rolled
forward” to July 1, 2015 using established actuarial techniques and methods. The July 1, 2014
actuarial valuation was based on the projected unit credit actuarial cost method. The actuarial
assumptions included a 4.5% investment rate of return (net of administrative expenses) and an
annual healthcare cost trend rate of 8% initially, reduced by decrements to an ultimate rate of 5%
after ten years. The actuarial value of assets was determined using a standard balanced portfolio
expectation for retirement plan asset returns. The UAAL is being amortized as a level percentage of
payroll on an open 30-year period.

E. Major Customer

For the year ended June 30, 2016 and 2015, one customer comprised approximately 17.01% and
16.07%, respectively, of total revenues.
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CARROLL COUNTY BOARD OF PUBLIC UTILITIES
SCHEDULE OF FUNDING PROGRESS - OTHER POST EMPLOYMENT BENEFITS

Actuarial Actuarial

June 30, 2016

Unfunded

UAAL as a
Actuarial Value of Accrued AAL Funded Covered Percentage of
Valuation Assets Liability (AAL) (UAAL) Ratio Payroll Covered Payroll
Date (a) (b) (b-a) (a/b) (c) ((b-a)/ ¢)
7/1/2015 - $ 344,911 % (344,911) 0.00% $ 2,755,000 12.52%
7/1/2014 - 386,554 $ (386,554) 0.00% 2,594,925 14.90%
7/1/2013 - 218,430 $ (218,430) 0.00% 2,763,269 7.91%

The above information is for the year ended June 30, 2014. It is the most current information available.

See independent auditor's report
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CARROLL COUNTY BOARD OF PUBLIC UTILITIES
SCHEDULES OF OPERATING REVENUES AND EXPENSES
For the Years Ended June 30, 2016 and 2015

2016 2015
Actual Percent Actual Percent
Operating revenues:
Charges for sales and services:
Residential sales $ 17,754,003 4971 $ 18,560,125 51.10
Small lighting and power sales 3,907,798 10.94 4,044,186 11.14
Large lighting and power sales - 14,354,866 40.19 14,467,134 39.84
General power credit (2,133,295) (5.97) (2,485,559) (6.84)
Street and athletic lighting sales 357,813 1.00 371,605 1.02
Outdoor lighting 662,774 1.86 670,775 1.85
Uncollectible accounts (28,961) (0.08) (61,446) (0.17)
Total charges for sales and services 34,874,998 97.64 35,566,820 97.93
Other revenues
Forfeited discounts 231,085 0.65 240,781 0.66
Miscellaneous service revenue 121,173 0.34 117,000 0.32
Rent from electric property 381,900 1.07 365,129 1.01
Other electric revenue 107,368 0.30 27,909 0.08
Total other revenues 841,526 2.36 750,819 2.07
Total operating revenues $ 35,716,524 100.00 $ 36,317,639 100.00
Operating expenses:
Cost of sales and services:
Purchased power 28,358,772 79.40 $ 29,283,790 80.63
Operations expenses:
Distribution expenses:
Supervision and engineering 197,124 0.55 207,434 0.57
Station expense 23,819 0.07 30,649 0.08
Overhead line expense 956,008 2.68 891,545 2.45
Underground line expense 1,135 0.00 3,431 0.01
Street lighting and signal system 4,571 0.01 3,516 0.01
Meter expense 105,395 0.30 101,696 0.28
Consumer installations 5,381 0.02 3,661 0.01
Rent expense 33,052 0.09 33,552 0.09
Miscellaneous expense 150,512 0.42 102,326 0.28
Total distribution expenses 1,476,997 4.14 1,377,810 3.79
Customer accounts expenses:
Supervision 93,956 0.26 81,466 0.22
Meter reading 227,368 0.64 227,505 0.63
Consumer records and collection expense 704,876 1.97 696,167 1.92
Total customer accounts expenses 1,026,200 2.87 1,005,138 2.77

See independent auditor’s report
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CARROLL COUNTY BOARD OF PUBLIC UTILITIES
SCHEDULES OF OPERATING REVENUES AND EXPENSES
For the Years Ended June 30, 2016 and 2015

2016 2015
Amount Percent Amount Percent
Sales expenses:
Customer assistance 3 4,200 0.01 $ 4,200 0.01
Sales expense 20,444 0.06 20,194 0.06
Total sales expenses 24,644 0.07 24,394 0.07
Total operations expenses 2,527,841 7.08 2,407,342 6.63
Administrative expenses:
Salaries 175,810 0.49 190,306 0.52
Office supplies and expense 34,317 0.10 29,252 0.08
Outside services 23,769 0.07 25,438 0.07
Property insurance 56,342 0.16 49,816 0.14
Injuries and damages 133,447 0.37 148,692 0.41
Duplicate charges (13,504) (0.04) (15,262) (0.04)
Employee benefits 882,095 2.47 884,029 2.43
Miscellaneous 63,962 0.18 64,930 0.18
Total administrative expenses 1,356,238 3.80 1,377,201 3.79
Maintenance expenses:
Distribution expenses:
Supervision and engineering 74,210 0.21 80,965 0.22
Station equipment 47,958 0.13 35,697 0.10
Overhead and underground lines 981,081 2.75 760,135 2.09
Line transformers 71,792 0.20 50,209 0.14
Street lighting and signal system 9,608 0.03 11,251 0.03
Meters 6,220 0.02 5,229 0.01
Miscellaneous 18,735 0.05 15,297 0.04
Security lights 34,185 0.10 27,973 0.08
Total distribution expenses 1,243,789 3.48 986,756 2.72
General plant and equipment 26,476 0.07 32,500 0.09
Total maintenance expenses 1,270,265 3.56 1,019,256 2.81
Depreciation and amortization 1,125,417 3.15 1,102,499 3.04
Other taxes 310,862 0.87 349,828 0.96
Total operating expenses $ 34,949,395 97.85 $§ 35,539,916 97.86

See independent auditor's report
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CARROLL COUNTY BOARD OF PUBLIC UTILITIES
ELECTRIC RATES IN FORCE
June 30, 2016

Residential Rate Schedule
Customer charge - per delivery point per month $ 20.40
Energy charge - cents per kWh - all kWh $ 0.08731

General Power Schedule
GSA1 (Under 50 kW demand & less than 15,000 kWh)

Customer charge - per delivery point per month $ 25.00
Energy charge - cents per kWh $ 0.09737
GSA2 (51-1000 kW demand or more than 15,000 kWh)
Customer charge - per delivery point per month $ 100.00
Demand charges - per kW per month
First 50 kW No charge
Excess over 50 kW $ 13.16

Energy charge - cents per kWh

First 15,000 kWh per month $ 0.09737
Additional kWh per month $ 0.05829
GSA3 (1000 - 5000 kW demand)
Customer charge - per delivery point per month $ 300.00
Demand charges - per kW per month
First 1000 kW $ 12.10
Excess over 1000 kW $ 11.91
Energy charge - cents per kWh $ 0.06110
Lighting (LS)
Energy charge - cents per kWh
All KWh - per KWh per month $ 0.06420
GSB (5001 - 15,000 KW demand)
Customer charge - per delivery point per month $ 1,500.00
Administrative charge $ 350.00
Demand charge - per kW
OnPeak kW $ 10.12
Maximum kW $ 4.92
Excess over contract kW $ 10.12
Energy charge - cents per kWh
OnPeak kWh $ 0.08946
OffPeak kWh - first 200 hours $ 0.06622
OffPeak kWh - next 200 hours $ 0.02306
OffPeak kWh - additional ours $ 0.01989
GSC (15001 - 25,000 KW demand)
Customer charge - per delivery point per month $ 1,500.00
Administrative charge $ 350.00
Demand charge - per kW
OnPeak kW $ 10.12
Maximum kW $ 4.41
Excess over contract kW $ 10.12000
Energy charge - cents per kWh
OnPeak kWh 3 0.08946
OffPeak kWh - first 200 hours $ 0.06622
OffPeak kWh - next 200 hours $ 0.02306
OffPeak kWh - additional ours $ 0.01989

See independent auditor's report
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CARROLL COUNTY BOARD OF PUBLIC UTILITIES
ELECTRIC RATES IN FORCE

June 30, 2016
MSB (5,001 - 15,000 KW demand)

Customer charge - per delivery point per month $ 1,500.00
Administrative charge 3 350.00
Demand charge - per kW
OnPeak kW $ 9.52
Maximum kW $ 2.14
Excess over contract kW $ 9.52
Energy charge - cents per kWh
OnPeak kWh $ 0.07150
OffPeak kWh - first 200 hours $ 0.04827
OffPeak kWh - next 200 hours $ 0.02069
OffPeak kWh - additional ours $ 0.01831
MSC (15,001 - 25,000 KW demand)
Customer charge - per delivery point per month $ 1,500.00
Administrative charge $ 350.00
Demand charge - per kW
OnPeak kW $ 9.52
Maximum kW $ 1.63
Excess over contract kW $ 9.52
Energy charge - cents per kWh
OnPeak kWh $ 0.07045
OffPeak kWh - first 200 hours $ 0.04722
OffPeak kWh - next 200 hours $ 0.02200
OffPeak kWh - additional ours $ 0.02200

See independent auditor’'s report
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Revenue
Residential
Commercial
Industrial
Street and outdoor lighting
Other operating
Interest and other revenue

Expense
Electric power costs
Other operating expenses
Provision for depreciation
Amortization of acquisition adjustment
Tax equivalents (including county portion)
Interest and other expense

Net Income (Loss)

Financial
Plant in service (at original cost)

Bonds outstanding

Power in use - KWH
Residential
Commercial
Industrial
Other Customers

Total

Number of customers
Residential
Small commercial
Large commercial
Street and athletic
Outdoor lighting - Code 78

Line Loss

CARROLL COUNTY BOARD OF PUBLIC UTILITIES
OTHER SUPPLEMENTARY INFORMATION - UNAUDITED

FOR THE FISCAL YEARS ENDED JUNE 30,

2016 2015 2014 2013 2012 2011 2010 2009
15,620,708 $ 16,074,566 $ 18,973,822 $ 18285571 $ 17,904,274 $ 18,306,801 $ 16,692,188 $ 18,282,466
3,907,798 4,044,186 3,995,007 3,537,283 3,574,950 3,589,616 3,289,097 3,508,573
14,354,866 14,467,134 14,633,938 15,083,156 15,177,675 14,768,038 13,413,196 16,098,497
1,020,587 1,042,380 1,029,316 990,204 992,266 1,000,738 911,361 1,012,799
812,565 689,373 704,852 722,758 633,011 708,074 621,814 684,579
33,224 39,656 42,087 46,629 67,534 94,947 123,893 194,645
35,749,748 $ 36,357,295 $ 39,379,022 $ 38,665,601 $ 38,349,710 $ 38,468,214 $ 35,051,549 $ 39,776,559
28,358,772 $ 29,283,790 $ 32,079,673 $ 31,903,637 $ 31,849,409 §$ 31,910,486 $ 28,106,049 $ 32,873,049
5,154,344 4,803,799 4,777,211 4,684,432 4,442,100 4,581,079 4,649,548 4,519,556
1,125,417 1,102,499 1,076,323 1,043,574 1,032,505 1,023,166 1,062,501 1,063,537
- - - - - - - (18,238)
728,913 760,729 745,576 740,839 661,685 680,751 657,640 618,891
7,796 20,134 27,397 34,517 41,270 47,432 53,217 58,368
35,375,242 $ 35,970,951 $ 38,706,180 $ 38,406,999 $ 38,046,969 $ 38,242,914 $ 34,528,955 $ 39,115,163
374,506 $ 386,344 672,842 $ 258602 $ 302,741 $ 225300 522,594 $ 661,396
40,710,786 $ 39,964,011 $ 39,170,745 $ 38,562,804 $ 37,117,881 $ 36,905239 $ 35,776,218 $ 35,001,139
- § 171,703 338,622 $ 505000 $ 660,000 $ 810,000 950,000 $ 1,085,000
174,277,546 184,128,326 194,260,269 190,109,225 185,448,737 204,843,626 198,522,575 195,034,851
31,621,242 32,828,503 32,984,133 29,568,168 30,009,457 30,525,805 31,258,054 31,002,434
199,380,951 198,589,065 199,939,848 203,800,442 205,666,605 205,091,212 204,983,674 210,093,591
8,964,188 9,161,764 9,221,259 9,332,209 9,472,226 9,661,316 9,768,418 9,844,953
414,243,927 424,707,658 436,405,509 432,900,044 430,597,025 450,121,959 444,532,721 445975829
12,211 12,120 12,141 12,264 12,489 12,507 12,596 12,612
2,973 2,964 2,929 2,842 2,707 2,781 2,740 2,756
213 206 205 213 208 211 196 194
89 89 83 67 67 68 66 67
117 123 130 125 126 137 75 79
15,603 15,502 15,488 15,511 15,597 15,704 15,673 15,708
433% 4.72% 3.99% 4.15% 4.59% 4.19% 3.61% 4.80%

See independent auditor's report
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INTERNAL CONTROL AND COMPLIANCE SECTION



ALEXANDER
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Tennessee Society of Certified Public Accountants Certified Public Accountants Fax 731.424.5701
Kentucky Society of Certified Public Accountants Offices in Tennessee & Kentucky www.atacpa.net

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
Carroll County Board of Public Utilities
Huntingdon, Tennessee

We have audited, in accordance with the auditing standards generally accepted in the United States of
America and the standards applicable to financial audits contained in Government Auditing Standards
issued by the Comptroller General of the United States, the financial statements of the Carroll County
Board of Public Utilities (the System), an enterprise fund of Carroll County, Tennessee, as of and for
the year ended June 30, 2016, and the related notes to the financial statements, which collectively
comprise the System’s basic financial statements, and have issued our report thereon dated October
25, 2016.

Internal Control Over Financial Reporting

In planning and performing our audit of the financial statements, we considered the System’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 opinion on the financial statements, but not for
the purpose of expressing an opinion on the effectiveness of the System’s internal control. Accordingly,
we do not express an opinion on the effectiveness of the System’s internal control.

A deficiency in internal control exists when the design or operation of a control does not allow
management or employees, in the normal course of performing their assigned functions, to prevent, or
detect and correct, misstatements on a timely basis. A material weakness is a deficiency, or a
combination of deficiencies, in internal control, such that there is a reasonable possibility that a material
misstatement of the entity’s financial statements will not be prevented, or detected and corrected on a
timely basis. A significant deficiency is a deficiency, or a combination of deficiencies, in internal control
that is less severe than a material weakness, yet important enough to merit attention by those charged
with governance.

Our consideration of internal control was for the limited purpose described in the first paragraph of this
section and was not designed to identify all deficiencies in internal control that might be material
weaknesses or significant deficiencies. Given these limitations, during our audit we did not identify any
deficiencies in internal control that we consider to be material weaknesses. However, material
weaknesses may exist that have not been identified.

Compliance and Other Matters

As part of obtaining reasonable assurance about whether the System’s financial statements are free
from 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
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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.

Purpose of this Report

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

a&/{év\k& W Mﬁf@g

Jackson, Tennessee
October 25, 2016
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CARROLL COUNTY BOARD OF PUBLIC UTILITIES
Schedule of Findings and Recommendations
June 30, 2016 and 2015

Financial Statement Findings

There are no current year findings reported.
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CARROLL COUNTY BOARD OF PUBLIC UTILITIES
Schedule of Prior Year Findings and Recommendations
For the Fiscal Years Ended June 30, 2016 and 2015

Financial Statement Findings

There were no prior findings reported.
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