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DAVID M. ELLIS

_ C_'e:_'nﬁ_ed Public Accounians

Mentber, American Institute of
Certified Public Accountants

Member, Tennessee Society of

INQEPEN})ENT AUD}‘TOR’ S REP ORT Certified Public Accountunts

To the Board of Commissioners of
Surgoinsville, Tennessee

Report on the Financial Smtements _

I have audited the accompanying ﬁnana;ai statements of* Su1 gomsvsi}e Utility District as of and for the
vear ended April 30, 2014, and the reiated notes to-the financial statements, which collectively
comprise the District’s basic financial statements as listed in the tah ic of contents.

Management’s Respons:b:[zty Jor tize Fmancml Statements

Management is responSIble for the: prepdratlon ‘and. fair presenta{mn of these financial statements in
accordance with accounting principles’ generally accepted in -the United States of America; this
includes the design, implementation, and. mainténance -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

My responsibilily is to express opinions on these financial statemests based on my audit, 1 conducted
my auwdit 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 | plan and perform the
andit to obtain reasonable assurance about whether the financial statements are free from materiai

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 district’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 district’s internal conirol. Accordingly, 1 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.

I believe that the audit evidence 1 have obtained is sufficient and appropriate to provide a basis for my
audit opinions.

Opinions

1In my opinion, the financial statements referred to above present fairly, in all material respects, the
respective financial position of Surgoinsville Utility District as of April 30, 2014, and the respective

changes in financial position and, where applicable, cash flows thereof for the year then ended in
accordance with accounting principles generally accepted in the United Stafes of America,
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(423) T87-0855 » Fax {423} 639-0124



Other Matters

Required Supplementary Information |

Accounting principles generally accepted in:the Umteé States - of  America requne that the
management’s discussion and analysis on:pages 3-6 be: ¢ o supplement the basic financial
statements. Such information, although not a:part of the basic. ﬁnanclal stateinents, is required by the
Governmental Accounting Standards - Board ' "consxiers ‘itito be an essential part of financial
reporting for placing the basic’ fmancl' atements in an- appropriate operational; economic, or
historical context. I have applied certain: hrmted procedm ¢s o the required supplementary information
in accordance with auditing standards’ genera]ly aceepted -in the United States. of America, which
consisted of inquiries of managemer}t abiont the et ods o repaf ing the information and comparing
the information for consistency ‘with-management’ s respanses to my inquiries, the basic financial
statements, and other knowledge 1 obtained during my:audit.of the basic financial statements. 1 do not
express an opinion or provide any assurance on the: mfmrﬁauon bécausse the timited procedures do not
provide me with sufficient evidence to. expiess an opmxon or pmv;de any assurance.

Other Information o e
My audit was conducted for the .p_u;*bq'_s_e'..--Qf_-.'_3f¢rjﬁ'irig; 'Zi)_';o:.i'ré_'jg'r_g_'s'__'on the financial statements that
collectively comprise the Surgoinsville Utility District’s basic financial statements. The Officers and
Board of Commissioners, Water Rates;, Number of ‘Customers, ‘Sthedule of Bond Due Dates and
AWWA WLCC Ftee Water Audlt Softwaxe Repoﬂmg Workshaet are presente{i for purposes of

The supplementary information is the Jesponsﬂnhty of management and was-derived from and relates
directly to the underlying accounting and other records used o prepare the basic financial statements.
Such information has been subjected ‘to the.auditing pracedures applied in the audit of the basic
financial statements and certain additional” p1ocedu|es 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: the_m.se}ves _ ‘and other additional procedures in
accordance with auditing standards generally acc@ted in‘the United States of America. In my opinion,
the supplementary information is fairly stated in all materlal Fespects, in relation to the basic financial
statements as a whole, :

Other Reporting Required by Governmerzr_Aa}litifzg Stand’ards -

In accordance with Government Auditing Standards, 1-have also issued my report dated September
10, 2014, on my consideration of Surgoinsville Utilify District’s internal control over financial
reporting and on my tests of its compliance with cerfain provisions of laws, regulations, contracts,
and grant agreements and other matters. The purpose of that repart is to describe the scope of my
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 Gowerrment Auditing Standards in
considering the Surgoinsville Utility District’s internal control over financial reporting and
compliance.

David M. Ellis, CPA

Greeneville, Tennessee

September 10, 2014




MANAGEMENT’S DISCUS' 10 Azﬁ) ANALYSIS

This section of the District’s. annuai ﬁnancxal b :"gesents an_analysm of the District’s
financial performance during the  year end il 30, 2014, This information is
presented in conjunctmn with the audlted basi ﬁnancwl Statements, which follow this
section. : - i

FINANCIAL HIGHLIGHTS F{)R FISC YEAR 2914

¢ Net investment in capztai assets mcraased m value by $ 140 216.
e Total net posmon increased by $21 _43 8__ :

OVERVIEW OF THE FINANCIAL STATEMENTS

This annual report consists of the following two parts; Management’s Discussion and
Anaiy31s and Financial Statements The: ﬁnanc;a _.'Statements include notes whlch explain
in detaﬂ some of the 1nformatmn mciudeci in the fmancmi statéments.

REQUIRED FINANCIAL STATEMENTS G
The financial statements of the District: report mfemnanon utilizing the foll accmai basis
of accounting. The financial statements. cenfp_r_m 10 accounting principles which are
generally accepted in the United States of America: The statement of net position
includes information on the District’s assets and liabilities and provides information
about the nature and amounts of investments in resources (assets) and the obligations to
District creditors (liabilities). The statement of revenues, expenses and changes in net
position identifies the District’s revenues and expenses for the fiscal year ended April 30,
2014. This statement provides information on the District’s operations over the past year
and can be used to determine whether the District has recovered all of its actual and
projected costs through user fees and other charges. The third financial statement is the
statement of cash flows. This statement provides information on the District’s cash
receipts, cash payments and changes in cash resulting from operating, investing, and
financing activities. From the statement of cash flows, the reader can obtain information
on the source and use of cash and the change in the cash balance for the last fiscal year.

FINANCIAL ANALYSIS OF THE DISTRICT

The statement of net position and the statement of revenuves, expenses and changes in net
position provide an indication of the District’s financial condition at the end of the last
fiscal year. The District’s net poesition reflects the difference between assets and
liabilities. An increase in net position over time typically indicates an improvement in
financial condition.




NET POSITION : o A
A summary of the Dlstnet’s statement of net posmen 15 p;esented below

Tablei S

Condensed Statement of Ne‘t Posmon
Eere DoHar
_ 014 - 2013 Change
Current Assets RS _'$' "54’3’”2’23‘ $ 659,030 $ (110,807)
Restricted Assets ’ B 82 708 82,708 -
Other Assets — Deposits U 6(}. 60 -
Capital Assets SRR
(Net of Accumnulated Depreczatlon) '_ "1 680 81’?_ 1,551,248 129,569
Total Assets RN -z- 31-:1- 8031'- 2.293,046 18,762
ComentTLisbilities ~ © 24011 28859 (4,848)
Long-Term Debt (Net of Current e 335 692 346,876 (11,184)
Portion) L _
Total Liabilities L 3’539;47'03 375735 (16,032)
Net Investment In L
Capital Assels - 1,333,119 1,192,903 140,216
Restricted for Debt Service and 82,708 82,708 -
Construction S
Unrestricted 522,922 641,700 (118.778)
Total Net Position $ 1938749 § 1917311 $__ 21438
Table 2
Condensed Statement of Revenues, Expenses and Changes in Net Position
2014 2013 Dollar
Change
Operating Revenues $ 513,120 § 470,917 § 42,212
Operating Expenses 477,798 513,243 (35.,445)
Operating Income (Loss) 35,331 (42,326) 77,657
Nonoperating Revenue (Expenses) (13,893) (16,429) 2,536
Capital Contributions - - -
Change in Net Position 21,438 (58,755) 80,193
Beginning Net Position 1,917,311 1976066 _ (58,755)
Ending Net Position $ 1,938,749 § 1917311 $ 21,438

The statement of revenues, expenses and changes in net position identifies the various
revenue and expense items which impact the change in net position. As the information
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in Table 2 indicates, operating Qi'évehﬁés fin(';rejés_éd_ .pfiinarily due to a rate increase in the
later part of the year and operafing expenses significantly decreased since in the previous

year five years of audits wete completed. .

CAPITAL ASSETS R b ) B T

As of April 30, 2014 the District’s investment. in. capital assets (net of depreciation)
totaled $1,680,817. Capital assets include all the District’s major capital assets, including
infrastructure assets, water mains, pipes, storage reservoirs, land and buildings, as well as
vehicles and other equipment with a value of $500 or more. A comparison of the
District’s capital assets at year-end for the past two years is presented in Table 3 below,

. Table3

Capital 'Assété'

B S Dollar

- 204 2013 Change
Land % 37200 % 37200 $ -
Utility Plant in Service =~ - 2,_8-32}',628_ 2,636,002 198,626
Equipment o 186,364 179,972 6,392
Buildings : 72,735 65,884 6,851
Subtotal 3,130,927 2919058 211,869
Less: Accumulated Depreciation (1,450,110 _(1.367.810) (82,300)

Total Capital Assets (Net of

Accumulated Depreciation) $_1,680817 § 1,551,248 $ 129,569

During the fiscal year ended April 30, 2014, the largest change in capital assets resulted
from water line improvements.

LONG-TERM DEBT

As of April 30, 2014, the District had $347,698 in long-term outstanding debt compared
to $358,345 as of April 30, 2013. The decrease of $10,647 resulted from making
scheduled payments on the outstanding revenue bond. Outstanding debt includes one
revenue bond which is issued by Rural Economic and Community Development. The
outstanding bond is payable solely from a pledge of the income and revenues to be
derived from the operation of the District, subject only to the payment of the reasonable
and necessary costs of operating, maintaining, repairing and insuring said District. The
District has covenanted that it will fix and impose such rates and charges for the services
rendered by it and account for sufficient revenues to pay prompily the principal of and
interest on the bond.

ECONOMIC FACTORS
The District anticipates no major changes with respect to the overall economic factors in

the forthcoming year.




ADDITIONAL FINANCIAL INFORMATIQN '

This financial report is designed o ‘provide Dzst' £ _s_cust()mexs and interested: partzes
‘withan overview ‘of the District’s fin operations and financial- condition. - Should
the reader have questions Jegaxdmg thé information included in this: report, please contact
Surgoinsville Utility Dlstuct Board Gf Cemm13310ners _at E724 Main Street, Surgoinsville,
TN 37873, R, _




SURGOINSVILLE?UTI_ T BISTRICT
STATEWEN.- 0 NE"{ .@srrz{)N

ASSETS
Current Assets '
Cash. in bank _ B o § 496,742
Trade accounts :ecewabie {less aEEowanw for dou__ ul accounts) 51,481
Tnventory e e 38,808
Total Current Assets - L i ;::: L _ 587,031
Restricted Assets _ : S S
Debt service reserve TS UL 20,208
Repair and extengion fund -~ . . . S 53,500
© Total Restricted Ass'eté o Caonmii - 82,708
Nondepreciable Capital Assets R O
Land - e 37200
Total Nendeprecia'bie Capital Assets - L o 37,200
Depreciable Capital Assets _
Utility plant in service : g - 2,834,628
Equipment and frucks 186,364
Buildings C 72,735
Less: accumulated depreciation : _ (1,450;110)
Net Depreciable Capital Asseis : © 1,643,617
Total Capital Assets 1,680,817
Total Noncurrent Assets 1,763,525
Other Assefs
Utitity deposits 60
Total Other Assets 60
TOTAL ASSETS $ 2,350,616

The accompanying notes to financial statements are an integral part of this statement.
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SURGOINSVIL L UTILIT _E_BISTRICT
STATEMENT OF NET P{)SI’I‘ION

LIABILITIES
Current Liabilities L

Accounts payable C e e 9355

Accred faxes RS S B XAl

Accrued wages and beneﬁts S 3,560

Customer deposits IR S ne s 464D

Total Current Liabiliies .~ © $ 24,011
Liabilities Payable From Restricted Assets R

Accrued interest T e - 1,350

Bonds payable-current portion. o 12,006

Total Liabilities Payable From :Ré-st_r_i_dt,ed"-Ag_sétg' G 13,356
Long Term Lzabihtnes - EE S

Bonds payable (net of current pm t;(m) S e 335692

Total Long Term Liabilities L 335,602

TOTAL LIABILITIES o 373,059
NET POSITION .

Net investinent in capital assets 1,333,119

Restricted © 09,352

Unrestricted 575,086

TOTAL NET POSITION : $ 1,977,557

The accompanying notes to financial statements are an integral part of this statement.
8



SURGOINSVI LE UTILIT' DISTRICT
STATEMENT OF REVENUES, EXPENSES AND CHANGES INNET ?OSITION

For the Year Ended_;Aprli _38 : 2014

REVENUES o o e

Metered water sales (net of $4 576 bad debt axpense) 3 487,282

Penalties e e 14,725

Connection fees LT T304

Tap fees LT s e a0

Service charges o L 3,610

Miscellaneous revenue o R 3,138

Total Operating Revenues — ' b3 513,129
OPERATING EXPENSES Lo :

Water purchased SR e 45,265

Salaries and wages B 158,635

System maintenance : T 29,794

Track/backhoe expense TN 16,228

Depreciation : R 84,640

Utilities e 41,107

Employee health insurance R Rt 36,207

Business insurance ST 11,472

Payroll {axes L 13,003

Office expenses e L 12,672

Commissioners' fees _ o 10,800

Travel and conference ' 2,050

Professional fees _ 12,327

Dues, publications and permits ' : 2,360

Miscellaneous _ 1,208

Total Expenses i 477,798

Operating Income (Loss) : 35,331
NONOPERATING REVENUES (EXPENSES)

Interest income 2,864

Gain on sale of capital asset 1,763

Interest expense (18,520}

Fotal Other Income {Expense) (13,893)
CHANGE IN NET POSITION 21,438
NET POSITION-April 30, 2013, as previcusly stated 1,917,311
Prior Period Adjustment 38,808
NET POSITION-April 30, 2013, as restated 1,956,119
NET POSITION-April 30, 2014 b 1,977,557

The accompanying notes to financial statements are an integral part of this statement.
9



SURGOINSVILLE UTILTITY DISTRICT
STATEMENT OF C_ASHF WS
Fer the Year E ed April 3 2014

CASH FLOWS FROM OPERATING AC'. ViTIES : IR
- | § 507,515

Cash received from customers R
Cash payments to suppliers for geeds an' ervices - {_225;759)
Cash payments fo empioyees for services _{(159.428)
Net Cash Provided (Used) by Operatmns L 122,328
CASH FLOWS FROM CAPiTAL AND RELATED o
FINANCING ACTIVITIES ' '
Additions to capital. assgfs T (214,209)
Payments on bonds issueé:i _' S -; '_ VR (10,647)
Interest paid ondebt -l - {18,520)
Net Cash Used by C&plt&] anci Reia‘zed F mancmg Actwstles _ {243,376)
CASH FLOWS FROM INVESTING ACTSVI’I‘EES Fon T
Gain on sale of capital assel ' o 1,763
Interest received on investments . * _:".j e _ 2,804
Net Cash Provided by Invéstin'g"Ac't'ivities. R DR 4,627
NET INCREASE {DECREASE}INCASH LA | (116,421)
CASH AT BEGINNING OF YEAR R 695,871
CASH AT END OF YEAR R $ 579450

Reconciliation of operating income (loss) to net cash

provided (used) by operating activities: P
Operating income (loss) S : $ 35,331
Adjustments to reconcile operating income {(loss) to-
net cash provided by operating activities:

Depreciation ' ' 84,640
{Increase) decrease in accounts receivable (net) ' {5,614)
increase {decrease) in accrued interest payable {42)
Increase {decrease} in trade accrued wages ' 793
Increase (decrease) in taxes payable 360
Increase (decrease) in accounts payable 6,882
Increase (decrease) in customer deposits (22)
Total adjustments 86,907
Net cash provided {used) by operating activities $ 122,328

The accompanying notes to financial statements are an integral part of this statement,
10




SURGGINSVILLE UTILITY DiSTRECT
NOTES TO FINANCIAL: ST ATEMENTS
o A;}ril 3(} 2814

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

A. GENERAL - Surgoinsville Utﬂzty Dlstrlet (the D1st;1ct) is a public entity located in
Surgoinsville, Tennessee. The District is engaged in the distribution and sale of water to
customers within their area of Surgoinsville, Tennessee ‘The District operates under the utility
district laws of the State of Tennessee. The' Dismct is fiscally independent, operating under the
authority of the Board of Commwswnels and as'a 1ep0rtmg entity has responsibility for fiscal
matters including debt management, revenues, rates, budgets and control of surpluses and
deficits without requiring approval by a primary government. The District at April 30, 2014
provides water services to approximately 946 customers. -

B. REPORTING ENTITY - Baeed on the application of the criteria promulgated in GASB
Statemént No. 14 concemmg the existence of component units, the District has no component
untis. :

C. BASIS OF PRESENTATION - The District is an-enterprise fund which is a proprietary type
fund used to account for operations: 1) that are financed and operated in a manner similar to
private business enterptises — where the intent of the goveming 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 changes in net
income is appropriate for capital maintenance, public policy, management - control,
accountability, or other purposes. The basic financial statements of the District have been
prepared in conformity with accounting principles generally accepted in the United States of
America as prescribed by the Governmental Accounting Standards Board. The Governmental
Accounting Standards Board (“GASB”) is the accepted standard-setting body for establishing
governmental accounting and financial reporting principles, The District has implemented
GASB Statement No. 62, “Codification of Accounting and Financial Reporting Guidance
Contained in Pre-November 1989 FASB and AICPA Pronouncements. ”

P. MEASUREMENT FOCUS, BASIS OF ACCOUNTING AND FINANCIAL STATEMENT

~ PRESENTATION — Measurement focus is a term used to describe which transactions are
recorded within the various financial statements. Basis of accounting refers to when transactions
are recorded regardless of the measurement focus applied.

The accompanying financial statements are reported 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.

E. UTILITY PLANT — Capital assets are defined by the District as assets with an initial individual
cost of more than $500 and an estimated useful life in excess of five years. The distribution lines
and other plant and equipment are stated at cost and are depreciated on the straight-line method

over their estimated useful lives as follows:



SURGOINSVILLE UTILITY DISTRICT
NOTES TO FINANCIAL STATEMENTS
Apr;l 3{) 2914

Utility Plant '  _ S 10-40 years

Buildings . SRR T 10-30 years
Equipment and Vehlcles R $-15 years

Repairs and maintenance of the System are expensed as the costs are incurred.

F. INVENTORY - Inventories of matenaks ‘and supphes used for the Utility are recorded at the
lower of cost or malket valueon a ﬁlsi—m first-out cost ﬂow assumption.

G. NET POSITION — Net position comprise the various net earnings from operating income, non-
operating revenues and expenses, capital contributions and special items. Net position is
classified in the following three components

Restricted — This component .of ne’t -_positi_on consists of assets which have constraints
imposed by creditors (such as through debt covenants), grantors, contributors, or laws or
regulations of other governments of constraints imposed by law through constitutional
provision or enabling legislation.

Net Investment in capital assets — This component of net position consists of capital assets,
net of accumulated depreciation and reduced by the outstanding balances of any bonds,
mortgages, notes or other borrowings that are attributabie fo the acquisition, construction or
improvement of those assets. If there are significant unspent related debt proceeds at year
end, the portion of the debt attributable to the unspent proceeds is not included in the
calculation of invested in capital assets, net of related debt. Rather, that portion of the debt is
included in the same net position component as the unspent proceeds.

Unrestricted net position — This component of net position consists of net assets that do not
meet the definition of “restricted” or “net investment in capital assets.”

H, ACCOUNTS RECEIVABLE/REVENUES-Accounts receivable of $55,144 is stated at
recorded amount less an allowance for uncollectible accounts of $3,663, Net estimated
realizable value of $51,481 is reported on the statement of net position. Sales revenues of
$491,858 are presented net of uncollectible account expense of $4,576. Sales taxes collected are

not inchuded in revenues.

1. CASH FLOWS — For purposes of reporting cash flows, the District considers cash on deposit
and highly liquid investments with an original maturity of three months or less when purchased
to be cash equivalents. Certificates of deposit classified as investments and funds restricted for
various reasons are not treated as cash in the statement of cash flows.

J. CASH INVESTMENT — The District has no formal depesit and investment policies; however
the District is required to follow certain state statutes with respeet to authorized investment and

deposit procedures.
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SURGOINSVILLE UTILITY DESTRICT
NOTES TO FINA\ICIAL STATE\JENTS
Apni 3(} 2(}14 '

K. CONSIDERATON OF CREDIT RISK The Dlstnct s ﬁnanclal instruments that are exposed
to concentrations of credit risk ‘consist primarily of cash and trade accounts receivable. The
District maintains cash in accounts at local ﬁnanclal 1nsmut10ns The balance, at times, may
exceed the federal insurance limit, However any-amounts in excess of these limits are properly
collateralized through the Tennessee Coﬂateral Pool.” The trade accounts receivable credit risk
exposure is limited. -

L. 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 revenues and
expenses during the reporting period. Actuél-results co.uld differ from those estimates.

M. RISK MANAGEMENT - The Dzstuct uses commerc&al insurance to provide property, liability
and workers® compensation insurance. Thexe have been no significant reductions in insurance
coverage, and no settlement amounts have exceeded i insurance coverage for the curreni year or
five prior years. At April 30, 2014 there wére no unpaid claims.

N. TAP FEES - Tap fees are recorded as revenue and the related installation costs are expensed.
The amount recognized as revenue approximates related installation costs.

NOTE 2 - CASH AND CASH EQUIVALENTS

The District has implemented GASB Statement No. 40, “Deposits and Investment Risk
Disclosures,” for financial reporting of deposit and investment risk.

The District has no formal policies with respect to deposit and investment; however, it is required to
follow procedures allowed by applicable state laws. At April 30, 2014, the District only had funds
invested in demand deposits and certificates of deposit accounts with local financial institutions in
the form of cash deposits. No funds were invested in bonds, notes, treasury bills or any other
agencies of the United States. The state regulations (i.e., TCA Code 7-82-108) authorize the District
to invest in bonds, notes or treasury bilis of the United States or any of its agencies, certificates of
deposit at state chartered banks and savings and loan associations and federally chartered banks and
savings and loan associations, repurchasing agreements utilizing obligations of the United States or
its agencies as the underlying securities, the state pooled investment fund and money market funds.
Statutes also require that securities underlying repurchase agreements must be approved by the State
Director of Local Finance as an authorized investment. With respect to custodial credit risk, the
District follows the applicable state guidelines. Furthermore, the state requires that all deposits with
financial institutions be collateralized by securities whose market value is equal to 105% of the value
of the insured deposits. The deposits must be covered by federal depository insurance of the
Tennessee Collateral Bank Pool, by collateral held by District agent in the District’s name or by the

Federal Reserve Banks acting as third party agents.




SURGOINSVILLE:UTILITY DISTRICT
NGTES TO FIN: 'CIAL STATEMENTS

As of April 30, 2014, the carrying amount of the District’s deposits was $579,200 (excluding cash
on hand of $250) and the respective bank balances totaled $582,314. The difference between the two
represented were deposits in transit, ()utstandmg checks or other reconcilable items. As of April 30,
2014, the total bank balances of $582,314 were covered by F.D.LC. insurance or the financial
institution’s participation in the Tennessee Coﬂateral Banl{ Pooi

As of April 30, 2014, the Utlhty has the foilowmg cash deposﬂs

GPERATING RESTRXCTED TOTALS

Cash on Hand- ' S 250 3 $ - $ 250
Cash in Bank-Checking _ 123 60 - 123,760
Certificates of Deposit o 3_72,_7__32'_ o B2.]708 455,440
TOTALS oy ;49_6_;74;2_ © o § 82,708 579,450

NOTE 3 - LONG-TERM DEBT

The District has one bond which consists of a ‘waterworks revenue bond issued through Rural
Economic and Community Development Agency.

The following is a summary of changes in long-term debt for the year ended April 30, 2014:

Terms Due In
Issue Issue  QOriginal Inferest In Balance Balance  One

No. Date  Amount Rate Years 04/30/13 Retired 04/30/14  Year

1 03/03/95 $480,000  5.25% 38 $358.345 $10647 $347.698 §$12,006
$358345 $10,647 $347,698 $12,006

Debt service requirements for bonds payable are:

Year ending
April 30, Principal Interest Total
2015 12,006 17,202 29,208
2016 11,786 17,422 29,208
2017 12,421 16,787 29,208
2018 13,090 16,118 29,208
2019 13,794 15,414 29,208
2020-2024 80,946 65,094 146,040
2025-2029 105,210 40,830 146,040
2030-2033 98,445 9.996 108.441

$ 347,698 5198863 § 546,651
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SURGOINSVILLE UTILITY DISTRICT
NOTES TO FINANCIAL STATE‘\!IEI\TS
' Apni 30 2014

At April 30, 2014, the District had $29 208 in vits bond debt service fund for the Rural Economic and
Community Development Agency 1equnements for: debt service -and $53,500 in its repairs and
maintenance fund in accordanice with bond: requlrﬁments The total amount of interest expense for
the year ended April 30, 2014 was $18 520 :

NOTE 4 - CAPITAL ASSETS

Begummg T Ending

Baiance - Additions Retirements Balance

Capital assets not being depwc,zated o
Land . $ : 3-7,2_90. $ - 8 - §_37.200
Total Capital Assets Not - Bemg '.3'7,-200'. o - - 37,200
Depreciated _ R :
Utility plant o - $ 2,636,002 § 198626 % - § 2,834,628
Buildings SR 65,884 6,851 - 72,735
Equipment a 179,972 14,192 7.800 186,364
Total Assets Being Depreciated $ 2,881,858 $ 219,669 % 7,800 § 3,093,727
Less: Accumulated depreciation for:
Utility plant $ 1,234,537 $ 068479 % - § 1,303,016
Buildings 34,060 2,184 - 36,244
Equipment 99.213 13,977 2,340 110,850
Total Accumulated Depreciation $ 1.367.810 84640 § 2340 § 1.450,110
Total Capital Assets Being

Depreciated, Net 1,514,048 135,029 5,460 1,643,617
Total Capital Assets, Net $ 1,551,248 § 135029 §_ 5460 $. 1680817

" NOTE 5 - PRIOR PERIOD ADJUSTMENT

During the current fiscal year, it was discovered that the Utility District retained inventory on hand
that was not recorded as an asset within the Statement of Net Position for the current year or any
prior year. To correct this oversight, the April 30, 2013, beginning Net Position, as originally
reported as $1,917,311, was increased by $38,808 to represent the recapture of the net expense
recorded in prior years instead of the inventory being recorded as an asset at that time. This brought
restated the April 30, 2013, beginning net position to $1,956,119.

15



U ILITY:BESTRjCT
TEMENTS

SURGOINSVI
NOTES TO FINA}\ICIAL
A ril 39 29

NOTE 6 - SUBSEQUENT EV’EN‘T’S o

In preparing these financial statemenis the 'Dzstuc:t has evalu&ted evenls and transactions for
potential recognition or disclosure t}nough September 10 2014 the date the financial statements
were available to be issued. i _ _
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SURGOINSVIL_ L _YDISTRICT .
SUPPLEMENT R NFORMATION

OF-FI.CEE'{S@i)}:-gQARB':bF*':C;(fiis}i_MISSION_ERS:

Tem

CHAIRMAN: Lynn Non?i's o 02/20/13 - 02/20/17

VICE CHAIRMAN: Wayne Haun 02/20/11 — 02/20/15

SECRETARY/TREASURER Don Thurman S 02/20/14 - 02/20/18
WATER RATES
'UTILITY RATES CUSTOMERS WITH % INCH METERS:
First 1,000 galions minimuwm $10.63 minimum
1,000 gallons to 20,000 galions oo §6.25 per 1,000 gallons
Over 20,000 gallons 7 $5.63 per 1,000 gallons

Note: Minimums differ for 'lafg'ef _r_ri_et_éré

I inch meter — minimum first 1,000 fgialiohsﬁ $25.00 minimum
2 inch meter — minimoum first 1_,0_00 gallons  $62.50 minimum
3 inch meter — minimum first 1,000 gallons $87.50 minimum
4 inch meter — minimum first 1,000 gallons  $106.25 minfmum

6 inch meter — minimum first 1,000 gallons  $137.50 minimum
8 inch meter — minimum first 1,000 gallons  $262.50 minimumn

Rates for larger meters same as 3/4 inch meters after first 1,000 gallons

NUMBER OF CUSTOMERS

The District has 946 active customers.
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- SURGOINSVILLE UTILITY DISTRICT
 SCHEDULE OF BONDDUEDATES

2014
2015 - 10
018 13090 - 6HS
2020 s e
s s
2022 16,145 13,063
2023 . q7014 fesbci

2024 17930
2026 1991209
2028 o 70
2029 23,305
2030 24,559
2031 25882
2032 27,275
2033 " 20,729

$ 347698  § 198863 546,561
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SURGOH\SVIL%_E l}}'ﬂ_ITY DESTR€C¥
APR!L 30, 2514

AWWA WICC Free Water Audit Software R@.'
Copyrght & 2010, Amem*anWasa‘f”nf_ A A«Rgh&s*‘
ii

WASWVAZ |

Water Audit Report fo
Beporting Year: 2013 E[ s/zms

Ciick lo access defindion

B tndinate your cepfidence in the acowiacy of
& grades

Fiease enler data in the while cells below. Whese avadahﬁe melered values should be used :f
1he input 6ala by gmdng ea!:i’i componen! {(1-19) using the Stop-dowa list lo thirlef of e inpul cg

Au volumes to be entered as: MI:.uGN GA!.LGNS gUS) FER YEAR

1 T A o .

va!s;es !

_IWATER SUPPLIED 4 < Enter gradxng m__umm ’B'
‘-'olu_rgg from own soureces:i 2 )] ¢ diitlich gallons tUS)lvr (MG/T ) .
Magler meler error adjustment (enter positive waluei:i | 711 3 [ 'unu..r-"?g-\“ﬂw TRLS
Hater imported:i | ? 5. : ] )
Hater s¥ported:i |"?{in/al]’ D L
WATER SUPBLIEDY] . L d] . 113,885 . L
AUTHORIZED CONSUMPTION B L . . Gedknere: [2] n
1 Biiled metered; 3 <72 T HRG Y for feip using éplion N
Billed unmetered: [ TTUGL080) leive ilETs e
_ Unbilled meteved: ] nfal . cpopog) efvr Pent n
_Unbilled unmetexed: so]l B G938 | la/vs 1.25%
AUTHORIZED CONSUMPTION:] [ 2. i 73,749 |46/Ty Use bulloss fa select
- * 5 e plage of watel Suppiied
- S - = g value
WATER LOSSES (Hater Supplied - Authorized Consumption} - S 36314 ey ) i
<. H g - T
i P 1 ; ] T ] Pent y__ivalue: |
Unauthorized gonsumption: ) ooi202] ey 9, 25% [ ® ()
Pafault option selected for unauthorized consumption - & gradidg of 5 1s applied: bat not displayed J
Custoner metering inaccuracies: ? 4 - - 3:032 AMG/TE 4,00% § ®
Systematic date handling eerors:] {2-Jfa0dl . 1 mgefiessx ! 6 i
g T ! R g Choosa s oplien: {o
o 1 - o p § F entera p lage of =
Apparent Tosges: L1210 i . e Siz.lt.lli DE ; billed melered L
N : _ L ) A copsumption, Thisis | |
“IReal Jossgs ICureent hinual Keal Losccs or CARLY . - L. NOT a default value
Real Losses = Water Losses - Apparent Losses:| L7J . 33,904 lns/ve P
WATER LOSSES: : - 35314} {Me/Ye ﬁ _
HON-REVEMUE HATER : . b
B HOR-REVERUE WATER: 40. 652 | [HesYT -
= Tatal ¥ater Loss + Unbilled Metered + Unbilied Unzetered i ) j
|svsTEM pATR
T . & .38.4]miles T
Humber of acrive AND ipactive | ¢ a0
Connection demsity:| 25] lconn. frite main i
Awarage length of custemer service line; ] 0. 6§ tpipelengch betusen Curbston and customsr
-------- = RLETTer property Doundary) i
Average operating pressere: f 2 ] 8004 {psi
COST DATA S W_;w
Total annual cost of operating water system:| {7 ][ to S507, 406t I5/¥aar N
Custoser retail unit cost {applied to Apparent Loasesl: 7 Hi] $6.25115/1000 gzlions (US)
variable production cost {epplied to Real fessesyt! {7 ]| t0 $764 .80 [$/8illien galions i Yﬁ_
PERFORMANCE IHDICATORS X — e
Financial Indinators
Hon-revenue water as parcent by volume of Water Supplied: 35.53
Hon-revenue watey as perceni by cost of operating system: 1. 7%
Annaual cest of Apparent Losses: $32,564 y
Anhual cost of Reali Losses: 525,930 o
_loperaticoal Efficiency Indicators ] ” — e
Apparent Lesses per servlce connectmn paer day: 14.72|gallons/connection/day
i H i
Resl Losses per service connectwn per day" H/A|gatlons/connectian/d:
= T e 1 1 e
Real Losges per length of main per day*; 2,418.93|gallons/mite/fday ) _
1 [T - i _
Rea! Losses per service connection per day per psi pressure: qgallons/connection/day/psi
T I Y e .- 1 -
7 Unavoidable Annual Real Leosses (UVARL}:i ot Velid i i |
TET)ERL cannot be calculated as elther average pressurs, nosber of connecions or ength of sains is toc small: SBE YARL DEFTHTTIGE *++
_ From Above, Real Losses » Curreat Annual Reai Losses ((‘Aﬂ!.l. 33.98
T HiCH] !ILX) [CARL/GARLY : T =
) f H M . I L.
* only the most sppliceble of these twa indicators will De calcuizced

*%% YOUR SCORE I8: 68 out of 108 w¥x

& weighted scale for the components of copsumption and water loss is included in the oalculstion of the ¥ater Audit Data Validity Score

Based on Lhe informalion provided, audit accuracy can be improved by sddressing the following components:

1: Yolume from own sources 1 ' [2 mmmmmm E E I

7 Master melor evtor adjustment || Formore Information, click here by see the Grading Matrlx werksheet || |

3: Water imported ; ]I
- it

AWWA Water Loss Conlrol Commities
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DAVID M. ELLES

Certified Public Accountant

Membern American Institute of
Certified Public Accountanis

Member, Tennessee Society of
Certified Public Accountants

INDEPENDENT AUDITOR’S REPORT ON INTERNAL CONTROL OVER
FINANCIAL REPORTING AND ON COMPLIANCE AND OTHER MATTERS BASED
ON AN AUDIT OF F INANCIAL STATEMENTS PERFORMED IN ACCORDANCE
WITH GO VERNMEN TA UDI T ING STANDARDS

To the Board of Directors
Surgoinsville Utility District
Surgoinsville, Tennessee

I 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. Generai of the United States, the financial statements of
Surgoinsville Utility District, as of and for the year ended April 30, 2014, and the related notes to
the financial statements, which colieaﬁveiy comprise Surgoinsville Utility District’s basic
financial statements and have issued niy’ report thereon dated Septerber 10, 2014.

Internal Control Over Financial Reportmg ‘

In planning and performing my audit of the financial statements, 1 considered Surgoinsville
Utility District’s internal control over financial reporting (internal control) to determine the audit
procedures that are appropriate in the circumstances for the purpose of expressing my opinions
on the financial statements, but not for the purpose of expressing an opinion on the effectiveness
of Surgoinsville Utility District’s internal control. Accordingly, I do not express an opinion on
the effectiveness of Surgoinsville Utility District’s internal control.

My consideration of internal control was for the limited putpose described in the first paragraph
of this section and was not designed to identify all deficiencies in internal control that might be
material weaknesses or significant deficiencies and therefore, material weaknesses or significant
deficiencies may exist that were not identified. However, as described in the accompanying
schedule of findings and recommendations, I identified certain deficiencies in internal control
that I consider to be material weaknesses and 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. A significanr 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.

Leighton House = 132 Pepot Street Wit o Greeneville, Tennessee 37743
(423} 787-0855 = Fax (423) 639-0124




Compliance and Other Maiters e

- Aspert of thammg reasenable assmance ﬁbou W_ ether SngOIHSVIHP Utility District’s financial

statements are free from material misstatement, I performed tests of its compliance with certain
provisions of laws, regulations; contracts, and grant '.agleements noncompliance with which
could have a divect and material effect_on the determination of financial statement amounts.
However, providing an opinion on cornphance vuth those provisions was not an objective of my
audit, and accordingly, I do not express such an-opinion. The results of my tests disclosed
instances of noncompliance or other matters: that are. requued to be reported under Government
Auditing Standards and which -are descnbed m ihe accompanymg schedule of findings and
recommendations as items 2007- 02 ' :

Surgoinsville Utility Dlstrlct’s Respo:;se t() Fxndmgs

Surgoinsvilie Utility District’s response to the ﬁndmgs 1denﬁﬁed in my audit are described in the
accompanying schedule of findings ‘and - recommendations. Smgo&nsvﬁie Utility Distriet’s
response was not subjected to the audltmg pmcedures apphed in the audit of the financial
statements and, accordingly, I exptess no opmlon on 1t

Purpose of this Report

The purpose of this 1ep0;t is soiely to descube the scope of my testing of internal contml and
compliance and the results of that testmg, and not fo provide an opinion on the effectiveness of
the entity’s internal control or on comphan_ce This report is an integral part of an audit
performed in accordance with Government Auditing Sandards in considering the entity’s
internal control and compliance. Accordmgly, this communication is not suitable for any other
purpose.

*{/fﬁﬂw’f/ /d( /{/(1‘;,

David M. Ellis, CPA

Greeneville, TN
September 10, 2014
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SURGGINSVILLE UT{LITY DIS TRICT
SCHEDULE OF FINDINGS AND RECDM"VIENDATIONS
. Apri[ 30 2014

Financial Staiement-_}?in_diﬁgs

Current and Px jor Year Fmdmgs

Update o Prlor Year Fmdlngs and Recemmendatwns from April 30, 2014:

2_0(}7~02 Inadequate separation "of dtities _

Finding: The State of Tennessee Compt;oliel of the Treasury Department of Audit
Division of Municipal Audits performed an mvestigatwe audit and noted that the District
employs only one full-time office worker; who is. responsible for collecting, depositing,
disbursing and 1ecordmg t:ansaeilons The Ungfor 7] Accoummg Manual for Tennessee
Utility Districis, Section . 1-2, Pmc_edure 1, states that commissioners should require
reconciliation of all bank st'atemén_ts_ and c_':ancé¥ed ¢hecks by someone other than the person
writing or recording the checks or handling cash: Section 2-6, Procedure 2, states:

[Tlhe same individual should not be responsible for authorizing transactions,
recording transactions and mamtammg custody of assets. Establish work flow
so that an employee’s work is automatically verified by another employee
working independently. Such procedures will help to eliminate errors in
accounting records and limit the possibility of fraud.

Recommendation: To decrease the risk of undetected errors and irregularities, the board
should review employee responsibilities to ensure that no employee has control over a
complete transaction. When necessary, managemeni should assume additional oversight

duties.

Management’s Comments: Available employees and board members are limited and
optimum segregation may not be possible. This will Jikely be an ongoing condition.

Update: - Finding 2007-02 continues to apply.

2013-01 District Operaiing at a2 Continued Deficit

Condition: The District has experienced a negative change in Net Assets for {fwo
consecutive years.

Criteria: Public Charter 72 (effective April 15, 2009) amended T.C.A. 68-221-
1010(a) and requires the Comptroller of the Treasury to refer a water system facility
that has a negative change in net assets for two consecutive years to the Water and

Wastewater Financing Board.

Effect: The District will be subject to the supervision and evaluation of the Utility
Management Review Board due to the Districts “financially distressed condition”,
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Management's Commenzs Management has: _1mpiemented rate increases, and is
working to eorrect the i 1ssue of noncomphanee :

Update: - Finding 2013—&_)}-no_Eonger'app_l'l'ss_._- o o
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