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MINUTES 
WATER and WASTEWATER FINANCING BOARD MEETING 

March 24, 2022 
10:00 am 

 
Chair Betsy Knotts detected a quorum and called to order the meeting of the Water and Wastewater 
Financing Board (“the Board”) in the Volunteer Conference Center in the Cordell Hull Building 
in Nashville, TN at 10:00 am. 
 
Board Members Present 
Betsy Knotts, Chairman 
Tom Moss, Vice Chairman 
Jim Redwine 
Mike Adams 
Nick Newman, participated virtually 
Drexel Heidel 
Eugene Hampton 
 
Board Members Absent 
Mike Goodman 
 
Staff Present 
Ross Colona, Comptroller’s Office  
Meghan Huffstutter, Comptroller’s Office 
Nate Fontenot, Comptroller’s Office 
Steve Osborne, Comptroller’s Office  
 
Counsel Present 
Seth May, Comptroller’s Office, participated virtually 
 
Others Present & Addressing the Board 
Nathaniel Green, James C. Hailey Company, Engineer for Spencer, TN  
Ricky Oakley, Civil and Environmental Consultants, Engineer for Mason, TN 
Vena Jones, TDEC, Environmental Consultant  
Chris Leauber, Executive Director, American Water Works Association, Water Loss Committee 
Don Scholes, General Counsel, TAUD 
 
Approval of Minutes 
Ms. Knotts presented the September 16, 2021, and November 10, 2021 minutes for approval. 
Chairman Knotts moved to approve the minutes. Mr. Hampton seconded the motion which passed 
with the following roll call vote: 
  
Mr. Adams- Yes 
Mr. Heidel- Yes 
Mr. Hampton- Yes 
Mr. Newman- Yes 
Mr. Redwine- Yes 
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Vice-Chair Moss- Yes 
Chairman Knotts- Yes 
 
Financial Distress  
 
Erin 
Mr. Colona explained the staff recommendations. Mr. Moss moved to order the following: 
 

1. By July 1, 2022, the Entity shall provide Board staff with the completed rate study and 
either proof of implementation of the resulting recommendations or a proposed plan of 
implementation.  

2. Should the Entity fail to comply with any directive in this order, Board staff and Counsel 
shall issue subpoenas for the Entity's governing body and Manager to appear in-person 
before the Board during its next meeting following non-compliance of this order.  

 
Mr. Heidel seconded the motion which passed with the following roll call vote: 
 
Mr. Adams- Yes 
Mr. Heidel- Yes 
Mr. Hampton- Yes 
Mr. Newman- Yes 
Mr. Redwine- Yes 
Vice-Chair Moss- Yes 
Chairman Knotts- Yes 
 
Parrottsville 
 
Mr. Colona explained the staff recommendations. Mr. Redwine moved to order the following: 
 

1. By July 1, 2022, the Entity shall provide an update to Board staff regarding Newport's 
billing of the Entity's sewer system customers.  

2. By July 1, 2022, the Entity shall contract with TAUD, or another qualified expert, to 
conduct a feasibility study of the potential merger between the Entity's utility and the City 
of Newport's utility.  

3. Should the Entity fail to comply with any directive in this order, Board staff and Counsel 
shall issue subpoenas for the Entity's governing body and Manager to appear in-person 
before the Board during its next meeting following non-compliance of this order.  

4. The Board rescinds its prior order directing staff to refer the matter for enforcement through 
Chancery Court 

 
Mr. Hampton seconded the motion which passed with the following roll call vote: 
 
Mr. Adams- Yes 
Mr. Heidel- Yes 
Mr. Hampton- Yes 
Mr. Newman- Yes 
Mr. Redwine- Yes 
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Vice-Chair Moss- Yes 
Chairman Knotts- Yes 
 
Puryear  
 
Mr. Colona explained the staff recommendations. Mr. Moss moved to order the following: 
 

1. By July 1, 2022, the Entity shall provide Board staff with the completed rate study and 
either proof of implementation of the resulting recommendations or a proposed plan of 
implementation.  

2. Should the Entity fail to comply with any directive in this order, Board staff and Counsel 
shall issue subpoenas for the Entity's governing body and Manager to appear in-person 
before the Board during its next meeting following non-compliance of this order.  

 
 
Mr. Adams seconded the motion which passed with the following roll call vote: 
 
Mr. Adams- Yes 
Mr. Heidel- Yes 
Mr. Hampton- Yes 
Mr. Newman- Yes 
Mr. Redwine- Yes 
Vice-Chair Moss- Yes 
Chairman Knotts- Yes 
 
Update Cycle Orders 
Staff indicated that the following entities had complied with or were nearing completion of all 
Board directives. Staff recommended that the Board monitor the progress of the entities by 
requiring twice-yearly financial updates. Chairman Knotts moved to combine the following items 
into one vote as the staff recommendation was the same for each entity. Mr. Adams moved to 
adopt the staff recommendation below for each entity:  
 

1. The Entity shall send financial updates to Board staff by March 1st and September 1st of 
each year beginning September 1, 2022, until the Board releases the Entity from its 
oversight.  

 
Bruceton 
Goodlettsville 
Lincoln County 
Tellico Plains 
Trimble 
 
Mr. Heidel seconded the motion which passed with the following roll call vote: 
 
Mr. Adams- Yes 
Mr. Heidel- Yes 
Mr. Hampton- Yes 
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Mr. Newman- Yes 
Mr. Redwine- Yes 
Vice-Chair Moss- Yes 
Chairman Knotts- Yes 
 
Board Investigations 
 
MASON 
 
Mr. Colona went over the staff summary and recommendations based on the board staff 
investigation. Mr. Ricky Oakley addressed the board. He shared that he believes that the 
investigation has been a blessing for the Town and thanked the board for their help. He agreed that 
the challenges the Town faces are water and sewer infrastructure, and he is hopeful that with SRF 
loans and grants they can address some of the issues they are facing. Mr. Newman asked Mr. 
Oakley if the Town would be able to achieve the board’s recommendations. Mr. Oakley said he 
thought it was all is fair and reasonable. He also agreed that the Town needed to do a rate study. 
Mr. Moss asked if Mason could have impact fees in their rates. Mr. Oakley responded that they 
would most likely need to pass an ordinance to allow this. Mr. Hampton asked if anyone 
represented the Town at the meeting and had questions surrounding the $500,000 transfers from 
the general fund to the water sewer fund and asked if that would get repaid. Mr. Colona responded 
and shared the Comptroller’s plan for the repayment. Mr. Hampton asked how often they have to 
report the payments that were going to be made. Mr. Colona responded that the Town would be 
providing weekly financial requests for approval. Mr. Osborn shared the Comptroller’s Corrective 
Action Plan for the financial oversight with the Division of Local Government Finance.  
 
Mr. Heidel asked if the town had someone in place to ensure they were following statutory 
requirements. Mayor Gooden responded that they do. Mr. Redwine asked Board staff and the 
Mayor, if they had sufficient outside resources to deal with restructuring issues and new 
infrastructure. Mr. Redwine offered pro bono assistance if necessary. Mayor Gooden thanked him 
for the offer. Chairman Knotts said that assistance is always welcome, and Mr. Redwine was going 
to look into his resources. Mr. Adams made a motion to accept the staff recommendations and 
order the following:  
 

1. The Utility shall have the Tennessee Association of Utility Districts, or another qualified 
expert as approved by Board staff, perform a rate study that includes the following:  

a. A review of The Utility’s capitalization policy, including any recommended 
modifications;  

b. A justification for the disparity in rates between customers inside the city limits 
and outside the city limits;  

c. A review of The Utility’s capital asset list, including any recommended 
modifications or upgrades;  

d. A review of The Utility’s debt management policy, including any recommended 
modifications;  

e. A review of The Utility’s purchasing policy, including any recommended 
modifications;  

f. Creation of a five-year capital asset budget, to be taken from the current capital 
asset list and to include future anticipated needs;  

5



g. And a review of connection fees, tap fees, and required deposit amounts including 
any recommended modifications;  

2. By June 3, 2022, The Utility shall send Board staff a copy of the contract between The 
Utility and the qualified expert who is to perform the tasks in paragraph 1. This qualified 
expert must be approved by Board staff if it is other than the Tennessee Association of 
Utility Districts.  

a. By December 31, 2022, The Utility shall provide Board staff with the completed 
rate study, and either proof of implementation of the resulting recommendations 
or a proposed plan of implementation.  

b. Board staff is given the authority to grant an extension of up to six months of the 
foregoing deadlines upon a showing of good cause by The Utility.  

3. Should The Utility fail to comply with any directive in this order, Board staff and 
Counsel shall issue subpoenas for The Utility’s governing body and Manager to appear 
in-person before the Board during its next meeting following non-compliance of this 
order.  

 
Mr. Hampton seconded the motion which passed with the following roll call vote: 
 
Mr. Adams- Yes 
Mr. Heidel- Yes 
Mr. Hampton- Yes 
Mr. Newman- Yes 
Mr. Redwine- Yes 
Vice-Chair Moss- Yes 
Chairman Knotts- Yes 
 
 
SPENCER 
 
Mr. Colona shared the staff recommendations and summary from the board staff investigation. Mr. 
Moss shared his concerns with the inability to avoid pumping water from the Caney Fork River. 
Mr. Redwine asked what the merger option is and if it has been pushed. Mr. Colona said that he 
had spoken to Warren County and thinks it would be beneficial to have a merger occur. Mr. Moss 
asked if we could force a merger with the new legislation. Mr. Colona said that it does not apply 
to the WWFB but to the UMRB.  
 
Mr. Nathaniel Green addressed the board with a letter. He believes that Warren County should 
own and operate the City of Spencer’s water and sewer system. He shared that he had offered to 
make a presentation to the Warren County Commission on March 16, 2022 to acquire the facilities. 
Warren County will provide a letter and will assist the City. Warren County would like Spencer to 
formally request the acquisition. He inquired if depreciation could be helped with by the 
Comptroller’s office, stating that small utilities are afraid to purchase new things due to 
depreciation. He formally requested assistance to investigate ways to help with deprecation. 
 
Mr. Moss asked if they went to Warren County if they would still have to run their plant. Mr. 
Green said that perhaps Warren County and Spencer could split the service areas on the mountain. 
Mr. Moss asked how the lake was fed. Mr. Green replied it’s fed with rain. Mr. Adams said that 
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his opinion is that consolidation of the whole system is necessary. Mr. Green said that the City 
does not want another system to take over, they want the state to help. But that this plan is not 
feasible. Mr. Adams shared his concerns about the misallocation of payment between public works 
and the sewer fund in regards to employees and asked if that would be something Jackson Thorton 
would note, or that the auditors would find. Mr. Colona stated that no, this was a board staff 
observation. Mr. Adams is concerned that the rate increases were not followed. Mr. Colona said 
the rate increased was vetoed in April 2017. Mr. Adams stated that the City needs significant rate 
increases and that they should follow the recommendations from Jackson Thorton. Mr. Redwine 
state that the City has to recognize if they want their independence it will come with a cost. And 
if they cannot recognize those issues, the board will be required to force issues. Mr. Adams agreed. 
Mr. Colona offered to alter staff recommendations to make the rate adoption mandatory. Mr. 
Redwine moved to accept staff recommendations and the following orders: 

1. The Utility shall have the Tennessee Association of Utility Districts, or another qualified 
expert as approved by Board staff, perform a study that includes the following:   
a. A justification for the disparity in rates for customers inside the city limits and outside 

the city limits;  
b. A review of the Utility’s expenses to ensure that costs are being adequately allocated 

to the proper City funds;   
c. If costs are not adequately allocated between the city’s utilities functions and other city 

functions, the qualified expert shall conduct a new rate study;  
d. A review of the City’s capital asset list, including any recommended modifications;   
e. A review of the City’s debt management policy, including any recommended 

modifications;   
f. A review of the City’s purchasing policy, including any recommended modifications;   
g. A review of connection fees, tap fees, and required deposit amounts including any 

recommended modifications; and,   
h. An evaluation of the potential of a merger of the City’s utility with a surrounding 

utility system. This includes a financial analysis of the costs for Spencer’s utilities to 
be taken over by Warren County, including a rate comparison showing the effect of 
this takeover on customers within Spencer.   

Experts contracted to assist with any of the above must be approved by Boards staff.   
 

2. By June 3, 2022, the City shall send Board staff a copy of the contract between the City 
and the qualified expert who is to perform the tasks in paragraph 1.   

3. By December 31, 2022, the City shall provide Board staff with the completed rate study, 
and either proof of implementation of the resulting recommendations or a proposed plan 
of implementation. If it is determined that the costs have been adequately allocated 
between the correct city funds, then the City shall also provide proof of implementation 
of the previous recommendations of the 2021 Jackson Thornton Water Cost of Service 
Study.    

4. Board staff is given the authority to grant two extensions of up to six months of the 
foregoing deadlines upon a showing of good cause by the City.   

5. Should the City fail to comply with any directive in this order, Board staff and Counsel 
shall issue subpoenas for the City’s governing body and Manager to appear in-person 
before the Board during its next meeting following non-compliance of this order.   

 
Mr. Adams seconded the motion which passed with the following roll call vote: 
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Mr. Adams- Yes 
Mr. Heidel- Yes 
Mr. Hampton- Yes 
Mr. Newman- Yes 
Mr. Redwine- Yes 
Vice-Chair Moss- Yes 
Chairman Knotts- Yes 
 
ARP Update 
 
Ms. Vena Jones attended the meeting virtually and addressed the board with an update on the 
American Rescue Plan and the portal launch in April. Mr. Redwine asked to view the score cards 
for the infrastructure scorecards that Ms. Jones discussed in her presentation. Ms. Jones stated they 
are not public right now, and that TDEC will need to develop a more robust database that will be 
more compatible to outside users. Mr. Redwine state that they are public records and he is looking 
forward to reviewing the scorecards. Mr. Colona thanked Ms. Jones for her presentation and 
another update will be provided to the board as requested or necessary.  
 
City of Friendship 
 
Mr. Colona addressed Seth May and asked him to explain the most recent update regarding the 
City of Friendship. Mr. May informed the board that the City of Friendship was subject to a 
previous board order, but due to ongoing litigation is unable to comply with that order. 
Specifically, the City cannot join its utilities to Countywide Utility District, and under threat of 
litigation CWUD is unwilling to pursue further negotiations at this time. Counsel recommended 
the Board amend the previous order such that the City could legally comply. The following are the 
new orders:  

1. The requirement for the City to implement water rate option 4 of the TAUD report and 
TAUD’s sewer rate recommendation is hereby stayed indefinitely pending further order of 
the Board. The Board reserves the right to reinstate or modify said requirement in any such 
subsequent order.  

2. By June 30, 2022, the City shall implement, or adopt a plan for implementing that is 
acceptable to the Board staff, the recommendations listed under “Other Suggestions” on 
page 18 of the TAUD report and shall send Board staff proof of the same by July 31, 2022.   

3. Notwithstanding the above, the City may proceed to install Zenner water meters in lieu of 
those currently used by Countywide Utility District.  

4. The City shall provide Board staff regular updates on the status of litigation related to its 
water system and the City’s progress in complying with this Order on at least a monthly 
basis.   

5. Unless specifically modified herein, the provisions of the September 18 Order shall remain 
in full force and effect.  

 
Mr. Moss noted that the wells were horribly contaminated. Mr. Colona shared that the order gives 
flexibility with current legal issues and to ensure that the City is in compliance. Mr. Adams made 
a motion to adopt the new orders. Mr. Newman seconded the motion which passed with the 
following roll call vote:  
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Mr. Adams- Yes 
Mr. Heidel- Yes 
Mr. Hampton- Yes 
Mr. Newman- Yes 
Mr. Redwine- Yes 
Vice-Chair Moss- Yes 
Chairman Knotts- Yes 
 
Annual Information Report 
 
Mr. Colona addressed the board regarding water loss, and the currently established parameters 
submitted in the audit reports from the AWWA workbook. He recommended to change water loss 
standards to be greater than 40% by volume. He also informed the board that entities are not 
equipped to fill out the report correctly, and legislation had been passed that it is no longer an audit 
report but rather an annual information report. Mr. Leauber addressed the board to discuss this 
more. Mr. Redwine share that he is concerned the board is being asked to do something that staff 
had not had adequate time to review, and the board does not have enough time today to consider 
all the implications. He agreed with adding them to the questionnaire but would like more 
information on the impact on this why the change. Mr. Colona state that they needed to move to a 
volumetric rate, because due to incorrect completion of the current report, there may be a bigger 
net of utilities that are out of compliance. This would address the actual water loss problem. Mr. 
Redwine is concerned that the standard is being loosened going from 20 to 40. Chairman Knotts 
moved to amend the motion that we not abandon the AWWA report but use it as a tool. Mr. Heidel 
clarified that this is a tool for accuracy. Mr. Colona formally amended the recommendation to 
include language to say the intention is the change the standard in which entities are referred but 
moving forward with a Corrective Action Plan. Mr. Adams moved to accept the changes as 
amended. Mr. Moss seconded the motion which passed with the following roll call vote: 
 
Mr. Adams- Yes 
Mr. Heidel- Yes 
Mr. Hampton- Yes 
Mr. Newman- Yes 
Mr. Redwine- abstained from vote 
Vice-Chair Moss- Yes 
Chairman Knotts- Yes 
 
Questionnaire  
 
Mr. Colona addressed the board and shared the changes made to the annual information report. 
The changes include the addition of a phone number field and language that now states if you 
purchase 50% or more of water and you have a contract for water purchases that the Comptroller’s 
office would require a copy of the contract.  
 
Mr. Moss requested that an amendment be added that would inquire how big of a line for 
connections. Mr. Hampton requested that they also be required to list their website. Mr. Scholes 
addressed the board and shared that there are utilities that sell water wholesale that will not have 
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contracts. Chairman Knotts asked that the water purchase agreements include a no contract option. 
Mr. Heidel asked how water customers and sewer customers are counted and asked how the report 
should count. Mr. Colona suggested billing in “units”. Chairman Knotts made a motion to accept 
these changes. Mr. Hampton seconded the motion which passed with the following roll call vote:  
 
Mr. Adams- Yes 
Mr. Heidel- Yes 
Mr. Hampton- Yes 
Mr. Newman- Yes 
Mr. Redwine- abstained from vote 
Vice-Chair Moss- Yes 
Chairman Knotts- Yes 
 
Mr. Redwine made a motion to allow staff of the WWFB to adjust the questionnaire as needed and 
to inform the board as changes are made. Mr. Adams seconded the motion which passed with the 
following roll call vote:  
 
Mr. Adams- Yes 
Mr. Heidel- Yes 
Mr. Hampton- Yes 
Mr. Newman- Yes 
Mr. Redwine- abstained from vote 
Vice-Chair Moss- Yes 
Chairman Knotts- Yes 
 
 
Legislative Update 
 
Mr. Colona shared that there are two main updates for legislation. The first is cyber security plans 
will be verified by audit. Secondly, if a utility customer attempts to make a connection to a utility, 
they can request a breakdown of the cost it will take to tap into the system. The utility will be 
required to give the customer a breakdown of the cost in a timely manner. If the utility will not 
provide this to the customer, then the customer can file a complaint with the WWFB.  
 
Conflict of Interest Statements 
 
Mr. Colona reminded board members to fill out and leave the statements here with staff, they are 
needed annually.  
 
Board Discussion 
None 
 
Adjournment 
 
Chairman Knotts moved to adjourn the meeting. Mr. Adams seconded the motion. The meeting 
concluded at 12:20PM. 
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Annual Information Report and Board Case Summary 
 
Board Cases 
 
This information is current as of November 10, 2022. There are 282 entities that fall under the 
jurisdiction of the Water and Wastewater Financing Board. Here is a breakdown of the cases 
under the WWFB. There are 154 cases under supervision or review, broken down as follows: 
 

• 91 Financial Distress Cases (43 West TN, 24 Middle TN, 24 East TN) 
o 54 Update Cycle 
o 7 Questionnaires Outstanding 
o 8 Questionnaires Received 
o 22 Orders Outstanding 

• 41 Water Loss Cases 
o 27 AWWA Submissions Outstanding 
o 14 AWWA Submissions Received 

• 20 Training Compliance Cases 
• 2 Investigations 

 
Annual Information Report  
 
244 have filed their Annual Information Report (“AIR”). Board staff expects full compliance by 
the first meeting of 2023. Any entities that are not in compliance by the first meeting of 2023 
will be sent Board orders to comply with the statutory requirement of the AIR submission. Board 
staff is working on a dashboard to visualize the data that is gained from the AIR submissions. 
Below is some pertinent information that has been gathered so far out of the 244 submissions. 
 

1. 204 Water Systems (41 Entities or 20% have water loss violations) 
2. 213 Wastewater Systems 
3. 38 Water Systems purchase more than half of the water they sell to customers 
4. 27.49% median non-revenue water by volume 
5. 20 Entities out of compliance with Training Requirements 

 
Training Violations 
 
In instances of training compliance violations, Board staff sent correspondence to the Entity 
asking for proof of compliance by December 31, 2022. This correspondence was sent in 
September 2022. The Comptroller’s office offers free online training for the training 
requirement. In 2022, the median number of free utility training courses being viewed monthly in 
was 422 courses per month. In October of 2022, that number spiked to 1699. Board staff believes 
this is an indicator that utility governing body members are working towards their compliance 
after receiving the notification of their non-compliance. 
 
  

11



 

 

Water Loss Violations 
 
The following entities have been referred to the Board for excessive water loss. These entities 
have since completed the AWWA 6.0 Water Loss Tool through the confirmation of a third party. 
 
Bruceton 
Celina 
Henry 
Lafollette 
McEwen 
Obion 
Rockwood 
Rogersville 
Trenton 
Troy 
White Pine 
 
Staff Recommendation: 
 
The Board should order the following to the above referenced entities: 
 
1.   The Entity shall send Board staff an update by February 28th, that details their plan to 
improve their non-revenue water and validity score. This plan should include any capital 
improvements that are to be made. 
 
2.   The Entity shall remain under Board supervision until the Board releases the Entity from its 
oversight. 
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Form Name: Utility Financial Distress Questionnaire
Submission Time: April 7, 2022 12:25 pm
Browser: Chrome 100.0.4896.75 / Windows
IP Address: 73.108.13.227
Unique ID: 950531120
Location: 36.1938, -83.2784

Contact Information and Comptroller Filings

Entity ID Number 1615

Name Michael Solomon

Email mike.bullsgap@gmail.com

Phone (423) 235-5216

Mailing Address PO Box 10
Bulls Gap, TN 37711

Has the most recent Annual Information
report been timely filed for this utility?

Yes

Has the utility filed its most recent
budget with the Comptroller's Office
within 15 days of adoption?

Yes

Has the utility filed its most recent audit
with the Comptroller's Office within 6
months of the last fiscal year end?

Yes

Financial Distress Remedy Plans

Does this utility have a plan to remedy
the current financial distress?

Yes

Please describe the current plan to
remedy the utility's financial distress.

The current financial distress, is primarily due to delays in construction that
has caused the Utility to
expend funds in three fiscal years, the payment of invoices throughout this
period, has increased 
expenditures, yet until construction is underway the funding package that
was assembled for this
sewer upgrade and extension, would not issue any funds, that decreased
overall anticipated revenues.
Over the past several years, knowing that this project was moving forward,
the Utility has tried to increase
our fund balance, year after year, making funds available for invoices, and
not having to wait for disbursement from funding sources, creating our
change in net position during this period

Rates and Fees Information
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Has a rate study been completed for the
utility in the previous 5 years?

No

Has the utility implented a rate increase
in the last 6 months?

No

Does the utility have plans to implement
a rate increase in the next 6 months?

No

Please upload a copy of the current rate
ordinance or resolution.

https://www.formstack.com/admin/download/file/12536250419

Has this utility had any changes to fees
in the last 5 years?

Yes

Please upload a copy of the current
utility fee schedule.

https://www.formstack.com/admin/download/file/12536250425

Please provide a written rationale for
the fees contained in the current fee
schedule and any changes that may
have occurred if indicated so in the
previous question.

The utility increased the base rate in 2020 by more that 10% for all of our
customers, we increased the
over minimum fee by 20 % .  Even though our fee schedule includes
residences outside the Town's jurisdiction, and those that utilize private
wells,  two residences are subject this fee.  We review
our rates annually, and adjust as we see necessary.

Financial Initiatives

Has the utility incurred any new debt
during its current fiscal year, or does
the utility plan on incurring any new
debt during the current or next fiscal
year?

No

Has the utility received any grants
during its current fiscal year, or does
the utility plan on applying for or
receiving any new grants during the
current or next fiscal year?

Yes

How much is this funding, and what is
the source of this funding?

$ 627,000 USDA Rural Development Grants , ARC Grant matching Funds

What will this funding be used for? This was the final draw for the completion of our Sewer Extension Project,
that brings service to 
previously unserved residents, and increases our ability to grow economic
development in the Town.

Utility Information

Does this utility offer water service? No
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Does this utility offer sewer or
wastewater service?

Yes

Water Utility Information

What percentage of volume do the
largest 10 customers account for
annually?

0

Wastewater Utility Information

How many billed customers does the
wastewater utility have?

325

How many unbilled customers does the
wastewater utility have?

0

How many metered customers does the
wastewater utility have?

0

How many unmetered customers does
the wastewater utility have?

0

What was the net sales revenue from
the largest 10 customers last fiscal
year?

118694

What was the net sales revenue for the
wastewater utility last fiscal year?

204565

How many thousand gallons of
wastewater were treated for the largest
10 customers last fiscal year?

12668

How many thousand gallons of
wastewater were treated by the utility
last fiscal year?

24209

Percentage of sales from Largest 10
Customers

58.86%

Percentage of flow from Largest 10
Customers

52.32%

Does the wastewater utility have a rate
structure with differing rates based on
on geographical location?

No
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Does this utility treat all of the
wastewater collections without sending
wastewater to another utility for
treatment?

No

Does this utility treat wastewater from
another utility?

No

Does a contract exist for the treatment
of wastewater for or from another
utility?

Yes

Is it feasible for this utility regionalize,
merge, or consolidate with a
surrounding utility to improve
wastewater service to its current or
future customer base?

Not at this time

Does this utility treat wastewater for
customers on wells?

No

Excluding any potential customers on
wells, are all customers billed based on
metered water usage?

Yes

Does this utility treat wastewater at a
wholesale rate to any customers such
as large commercial/industrial
customers or other surrounding
utilities?

No

What is the design capacity of the
wastewater treatment facility?

150000

What is the average operating capacity
of the wastewater treatment facility?

55000

Are there any environmental concerns
including government environmental
orders for the wastewater utility?

No

Does this utility have a sewer use
ordinance or resolution?

Yes

How is this sewer use ordinance or
resolution enforced?

Citations and Fines

Plans and Policies

Does this utility have a debt
management policy?

Yes
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Does this utility have a capitalization
policy?

Yes

Does this utility have an asset
management plan?

Yes

Does this utility have a copy of its
capital asset list on file?

Yes

How often is this capital asset list
reviewed and by whom?

Annually by CMFO, and Auditor
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Form Name: Utility Financial Distress Questionnaire
Submission Time: April 29, 2022 10:33 am
Browser: Chrome 100.0.4896.127 / Windows
IP Address: 208.94.90.185
Unique ID: 959047651
Location: 36.6916, -83.1403

Contact Information and Comptroller Filings

Entity ID Number 1651

Name Linda Moyers

Email cityhall@townofcumberlandgap.com

Phone (423) 869-3860

Mailing Address P.O Box 78
Cumberland Gap, TN 37724

Has the most recent Annual Information
report been timely filed for this utility?

Yes

Has the utility filed its most recent
budget with the Comptroller's Office
within 15 days of adoption?

Yes

Has the utility filed its most recent audit
with the Comptroller's Office within 6
months of the last fiscal year end?

Yes

Financial Distress Remedy Plans

Does this utility have a plan to remedy
the current financial distress?

Yes

Please describe the current plan to
remedy the utility's financial distress.

The water and wastewater rates were increased. 

Rates and Fees Information

Has a rate study been completed for the
utility in the previous 5 years?

No

Has the utility implented a rate increase
in the last 6 months?

Yes

Does the utility have plans to implement
a rate increase in the next 6 months?

Yes

Is this rate increase based on a rate
study conducted by an independent
third party?

No
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Please upload a copy of the current rate
ordinance or resolution.

https://www.formstack.com/admin/download/file/12653338241

Has this utility had any changes to fees
in the last 5 years?

No

Please upload a copy of the current
utility fee schedule.

https://www.formstack.com/admin/download/file/12653338243

Please provide a written rationale for
the fees contained in the current fee
schedule and any changes that may
have occurred if indicated so in the
previous question.

Material and labor cost were considered when establishing the fees. 

Financial Initiatives

Has the utility incurred any new debt
during its current fiscal year, or does
the utility plan on incurring any new
debt during the current or next fiscal
year?

No

Has the utility received any grants
during its current fiscal year, or does
the utility plan on applying for or
receiving any new grants during the
current or next fiscal year?

Yes

How much is this funding, and what is
the source of this funding?

Tennessee's Water Infrastructure Investment Program by  American 
Rescue Plan Act (ARPA)

What will this funding be used for? Items required to be addressed per results of the Tennessee Infrastructure
Scorecard
Water Infrastructure Needs Assessment.

Utility Information

Does this utility offer water service? Yes

Does this utility offer sewer or
wastewater service?

Yes

Water Utility Information

How many billed customers does the
water utility have?

143

How many unbilled customers does the
water utility have?

21
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How many metered customers does the
water utility have?

164

How many unmetered customers does
the water utility have?

0

What was the net sales revenue from
the largest 10 customers last fiscal
year?

11184

What was the net sales revenue for the
water utility last fiscal year?

86176

What percentage of sales do the largest
10 customers account for annually?

12.98%

How many thousand gallons were sold
to the largest 10 customers last fiscal
year?

1414.00

How many thousand gallons were sold
last fiscal year?

4861.00

What percentage of volume do the
largest 10 customers account for
annually?

29.09%

Does the water utility have a rate
structure with differing rates based on
on geographical location?

No

Does this utility have a water
connection to another utility to
purchase water or to have a backup
water supply in case of emergency?

Yes

Does this utility produce its entire water
supply without purchasing water from
another utility?

No

Does a contract exist for the purchase
of any water from another utility?

Yes

Is it feasible for this utility regionalize,
merge, or consolidate with a
surrounding utility to improve water
service to its current or future customer
base?

It is not feasible at this time. 
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Does this utility sell water at a
wholesale rate to any customers such
as large commercial/industrial
customers or other surrounding
utilities?

No

Does this utility have a water treatment
facility?

No

Are there any environmental concerns
including government environmental
orders for the water utility?

No

Please describe these environmental
concerns for the water utility and the
extent of the financial burden to remedy
these financial concerns.

There are no environmental concerns at this time. 

Wastewater Utility Information

How many billed customers does the
wastewater utility have?

344

How many unbilled customers does the
wastewater utility have?

78

How many metered customers does the
wastewater utility have?

422

How many unmetered customers does
the wastewater utility have?

0

What was the net sales revenue from
the largest 10 customers last fiscal
year?

69963

What was the net sales revenue for the
wastewater utility last fiscal year?

175785

How many thousand gallons of
wastewater were treated for the largest
10 customers last fiscal year?

6667

How many thousand gallons of
wastewater were treated by the utility
last fiscal year?

12021

Percentage of sales from Largest 10
Customers

39.80%
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Percentage of flow from Largest 10
Customers

55.46%

Does the wastewater utility have a rate
structure with differing rates based on
on geographical location?

Yes

Please provide a customer count
breakdown of these different
wastewater rate classes.

Town limits- 362

outside town limits- 60

Please explain the method in which
these wastewater rate classes have
been determined to be reasonable and
justifiable.

Extra equipment, maintenance, and expenses is involved for the outside
city limits customers.  A pumping station is needed as the distance to the
wastewater treatment plant is greater.

Does this utility treat all of the
wastewater collections without sending
wastewater to another utility for
treatment?

Yes

Does this utility treat wastewater from
another utility?

No

Is it feasible for this utility regionalize,
merge, or consolidate with a
surrounding utility to improve
wastewater service to its current or
future customer base?

It is not feasible at this time. 

Does this utility treat wastewater for
customers on wells?

Yes

How are these customers on wells
billed?

 The customers with are wells are billed the minimum rate. 

Excluding any potential customers on
wells, are all customers billed based on
metered water usage?

Yes

Does this utility treat wastewater at a
wholesale rate to any customers such
as large commercial/industrial
customers or other surrounding
utilities?

No

What is the design capacity of the
wastewater treatment facility?

100000

What is the average operating capacity
of the wastewater treatment facility?

35000
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Are there any environmental concerns
including government environmental
orders for the wastewater utility?

No

Does this utility have a sewer use
ordinance or resolution?

Yes

How is this sewer use ordinance or
resolution enforced?

The billing manager, public works director, and governing board enforce
the ordinance. 

Plans and Policies

Does this utility have a debt
management policy?

Yes

Does this utility have a capitalization
policy?

Yes

Does this utility have a leak adjustment
policy?

Yes

Does this utility have an asset
management plan?

No

How are capital projects or purchases
adequately planned for?

The depreciation schedule is utilized. An asset management plan is being
developed.

Does this utility have a copy of its
capital asset list on file?

Yes

How often is this capital asset list
reviewed and by whom?

Once a year; city recorder and auditors
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CHAPTER 6

WATER AND SEWER BILLING STANDARDS AND RATES

SECTION
18-601. Application and agreement for utility services.
18-602. Application service fee.
18-603. Water and sewer charges due date.
18-604. Water and sewer late charges.
18-605. Owner responsible for tenants' unpaid water or sewer service.
18-606. Termination of service for failure to pay charges.
18-607. Reconnect fee.
18-608. Failure to pay sewer bill; penalty, etc.
18-609. Minimum water and sewer charges.
18-610. Turn-off/on fees.
18-611. Fees to be set by town council.
18-612. Leak adjustments.
18-613. Swimming pool wastewater usage credit.

18-601. Application and agreement for utility services.  All present
and future residents shall complete an application and agreement for utility
services.  Present residents must complete the application/agreement within
thirty-days (30-days) of reception.  Future residents will complete the
application/agreement at the time of request for utility services.  (Ord. #4-1999,
July 1999)

18-602. Application service fee.  All applicants for water/sewer
services will pay a service fee, as set by roll call vote by the town council.
(Ord. #4-1999, July 1999)

18-603. Water and sewer charges due date.  All water and sewer
charges are due by the twentieth (20th) of each month.  (Ord. #4-1999, July 1999)

18-604. Water and sewer late charges.  All water and sewer charges
paid after the twentieth (20th) of each month will incur a uniform late charge as
set by a roll call vote by town council.  (Ord. #4-1999, July 1999)

18-605. Owner responsible for tenants' unpaid water or sewer
service.  Owners of any property receiving water or sewer service shall be
responsible for any fees charged to any tenants of said property that are not
satisfied by that tenant.  (Ord. #9-1999, Aug. 1999)

18-606. Termination of service for failure to pay charges.  1. All
water and sewer charges not paid within ten (10) days after the late charge date
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will result in services being terminated without further written notice, as this
notice appears in the application and agreement for utility services and on the
monthly billing card.  

2. Whenever water or wastewater service has been disconnected for
non payment of any bill rendered, or because of violation of any bill rendered,
or because of violation of any other of the utility rules or policies, rates, and
charges or any other town policy, a charge shall be made to cover the cost of this
service.  Any unpaid bills must be settled or paid, and the service connect fee
renewed before the service is restored.   (Ord. #4-1999, July 1999, as amended
by Ord. #4-2003, July 2003)

18-607. Reconnect fee.  All residents who have utility service
terminated because of failure to pay charges as stated above will incur a
reconnect fee as determined by roll call vote by the town council.   (Ord. #4-1999,
July 1999)

18-608. Failure to pay sewer bill; penalty, etc.  1.  It shall be
unlawful, and a civil offense, for any person, firm, or corporation, association,
or any other person or organization, who receives city sewer service to fail or
refuse to pay for such service.

2. The city shall have the following remedies in the event of the
failure or refusal on the part of any person, firm, corporation or any other person
or organization who receives city sewer service to pay for such service:

a. Collect the amount owed by such customer as a civil debt.
b. Cite such customer into the municipal court, and upon

conviction, impose a civil penalty on such customer in an amount not to
exceed five hundred dollars ($500.00).  Each day a violation is allowed to
continue shall constitute a separate offense.

c. Termination of sewer service, as follows:
i. Written termination (cut-off) shall be given to the

customer at least five (5) days prior to the scheduled date of the
termination.  The cut-off notice shall specify:

(1) The reason for the cut-off;
(2) The amount due, including late charges and

any other charges;
(3) The last date to avoid service termination

charges;
(4) Notification that the customer has a right to a

hearing prior to service termination, and the availability for
special counseling for emergency and hardship cases.

d. The employee carrying out the termination procedure will
attempt before disconnecting service to contact the customer at the
premises in a final effort to collect payment and avoid termination.
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e. Hearings on service terminations as provided for in (i)(D)
above will be held by appointment at the city's sewer service office
between the hours of 8:00 A.M. and 4:30 P.M., on any business day, or at
other hours by special request of the customer.

f. Termination will not be made on any day preceding the day
when the sewer department is scheduled to be closed.

g. If the customer does make payment of the bill, or does not
request a termination hearing, the sewer department shall proceed on
schedule with the termination of sewer service, as provided for in this
section.

h. Sewer service will be reconnected only after the payment of
all sewer charges, including late charges and any other charges, or only
after satisfactory arrangements for payment of the same shall have been
made, plus the payment of a reconnection charge of one hundred dollars
($100.00).
3. The city shall have the right to use the above remedies prescribed

for the failure or refusal to pay sewer bills collectively or selectively, and in any
and all combinations.  In addition, the use of any or all of the above remedies by
the city shall not foreclose its right to use any other remedy that might now or
in the future be authorized under state law.  (Ord. #2-2001, Nov. 2001)

18-609. Minimum water and sewer charges.  All residents for
services will be charged the minimum charges for water/sewer services even if
zero (0) gallons are used, or a request for meter removal is not submitted.
(Ord. #4-1999, July 1999)

18-610. Turn-off/on fees.  1.  All residents requesting a turn-off and
turn-on of services except for repairs, will be charged turn-off/on fees as set by
a roll call vote of the town council.   

a. Temporary water or wastewater cut off or cut on at customer
request, per trip for service inside the town limits is twenty-five dollars
($25.00).

b. For reconnecting water or wastewater service after service
is discontinued for non payment of a water or wastewater bill, twenty-five
dollars ($25.00) inside the town and fifty dollars ($50.00) outside the
town.  

c. When the work is performed in other than normal business
hours the fee shall be fifty dollars ($50.00).  
2. The customer shall pay for the additional costs incurred for

disconnecting wastewater when the service is physically removed.
3. Customers who have had water or wastewater cut off for non-

payment more than once in a twelve month period will be required to pay a
seventy five dollar ($75.00) reconnect fee.
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4. A separate fee shall be charged for the connection and for the
disconnect.  A separate fee shall be charged for water and for wastewater. 

5. The board may establish a higher utility deposit for those
customers who are chronic non-payers.  (Ord. #4-1999, July 1999, as amended
by Ord. #4-2003, July 2003)

18-611. Fees to be set by town council.  All fees and/or charges stated
above as being passed by roll call vote by town council will be posted for public
review in town hall.   (Ord. #4-1999, July 1999)

18-612. Leak adjustments.  1.  The city billing clerk is authorized to
make adjustments for water and wastewater service affected by water leaks.

2. The adjustment shall be made as follows:  Add the gallons used for
the previous six (6) months and divide by six (6) to obtain the monthly average.
Add this average to the current bill amount (bill to be adjusted) and divide by
two (2).  The calculated amount is the amount of gallons to adjust for.

3. The billing clerk will report all monthly adjustments made for
leaks on a monthly basis to the board of mayor and aldermen.

4. Once the city suspects that there is a leak and notifies the
customer, or if the city can determine when the customer discovered the leak,
the city shall notify the customer of the suspected leak, and no adjustment shall
be made for any period of time after a fifteen (15) day period for minor repairs
or thirty (30) days for service line repairs.  The customer shall repair leaks in
a timely manner.

5. The customer shall not be entitled to more than one adjustment per
year.  (Ord. #6-2003, Aug. 2003)

18-613. Swimming pool wastewater usage credit.  1.  Wastewater
customers shall pay the appropriate water rates for filling of swimming pools.
One adjustment per year shall be made by the town billing clerk on the sewer
bill for water used to fill a swimming pool.  The pool must be a minimum size of
one-thousand (1,000) gallons and must not drain into the public wastewater
system.  The adjustment shall reduce the sewer service charge for the number
of gallons required to fill the pool.   Adding water to an already filled pool does
not qualify for an adjustment.  The clerk may estimate the gallons by using
seven and one-half (7 ½) gallons per cubic foot of pool volume where metering
is not practicable.

2. The customer must notify the town before filling the pool.
(Ord. #7-2003, Aug. 2003)
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ORDINANCE NO. _5-2021_____ 

 

Ordinance of the Town of Cumberland Gap, Tennessee to Adjust Water and Sewer Rates 

 

 WHERAS, the Town of Cumberland Gap operates a water and sewer system for the 

benefit of the citizens and businesses therein; and 

 

WHEREAS, in accordance with Tennessee Code Annotated, 7-35-414(a) which states in 

part, “…it is the governing body's duty, by ordinance, to establish and maintain just and 

equitable rates and charges for the use of and the service rendered by the waterworks or 

sewerage system, to be paid by the beneficiary of the service.”; and 

 

WHEREAS, when necessary it is incumbent upon the Town of Cumberland Gap to 

increase water and sewer charges to meet the financial requirements of the water and sewer 

system; and 

 

WHEREAS, the governing body of the Town of Cumberland Gap finds an adjustment to 

the water and sewer rate charges is reasonable and justified: 

 

 NOW THEREFORE, BE IT ORDAINED by the Board of Mayor and Aldermen of the 

Town of Cumberland Gap, Tennessee as follows: 

 

Section 1.The water usage rates adopted in ordinance number 2-2015 is hereby repealed and 

replaced with the following: 

 

     From:                                                                     To: 

0-3,000            $42.65 per min   0-3,000     $ 48.65 per min  

3,001-7,000    $    .60 per 100 over min.  3,001-7,000   $    .60 per 100 over min. 

7,001 and up   $   .70 per 100 above min.  7,001 and up $    .70 per 100 over min.  
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Section 2.The wastewater (sewer) usage rates adopted in ordinance number 4-2020 hereby 

repealed and replaced with the following: 

 

   

Sewer- Inside Town Limits 

 

Residential and Small Commercial 

   From:                                                                         To: 

0-3,000            $40.00 per min     0-3,000         $43.00 per min  

3,001 and up   $   .40 per 100 above min.   3,001 and up $    .40 per 100 over min.    

 

Large Commercial 

   From:                                                                        To: 

0-3,000            $80.00 per min   0-3,000           $83.00 per min  

3,001 and up    $ .275 per 100 above min.   3,001 and up   $    .275 per 100 over min.    

 

Outside Town Limits (Tiprell) 

 

Residential and Small Commercial 

   From:                                                                        To: 

0-3,000            $50.75 per min   0-3,000      $53.75 per min  

3,001 and up   $   .45 per 100 above min.   3,001 and up $    .45 per 100 over min.    

 

Large Commercial 

   From:                                                                        To: 

0-2,000            $180.00 per min      0-2,000         $183.00 per min  

2,001 and up   $    .50 per 100 above min.             2,001 and up   $      .50 per 100 over min.     

 

 

Section 2: This ordinance shall take effect with the July 2021 bills, the public welfare requiring 

it. 

 

First Reading:       July 6, 2021 

 

Second Reading:   August 2, 2021 

 

 

 

___________________________________       __________________________________ 

Mayor     Recorder     
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Financial Distress Questionnaire 

Entity: Town of Gordonsville 

Compliance 

1. Has the utility filed its most recent annual information report? Yes 
2. Has the Utility filed its most recent budget with the Comptroller’s Office within 15 days 

of adoption? Yes.  
3. Has the Utility filed its most recent audit with the Comptroller’s Office within 6 months 

of the fiscal year end? Yes.  

Financial Distress Remedy Plans 

1. Does this utility have a plan to remedy the current financial distress? Yes. Agreement 
with Smith County to treat landfill leechate at our sewer plant will generate roughly 
$60,000-$65,000 of revenue each year.   

2. A new subdivision with twenty plus homes is under construction. Each resident will be a 
sewer customer. $6,480 per year.  

3. Another subdivision with ten homes is under constructions. Each of these residents will 
be a sewer customer at our out of corporate limits rate. $6,480 per year.  

4. The remaining residents that have not hooked up to our Phase II and Phase III sewer 
installation project, est. 135, have slowly began to hook on. With all residents remaining 
residents hooking on, that will generate roughly $43,000/yr. 

5. Has a rate study been completed for the utility in the previous 5 years? No. 
6. Has the utility implemented a rate increase in the last 6 months? No 
7. Does the utility have plans to implement a rate increase in the next 6 months? No,  
8. If a rate increase is planned, is this rate increase based on a rate study conducted by an 

independent third party?  
See attached for current rate ordinance or resolution. 

9. Has this utility had any changes to fees in the last 5 years? No 
See attached for current fee schedule. 

10. How were the current fees based when adopted? Below is an excerpt from a letter I found 
addressed the to Board in 2010.  

11. ...The Ordinance No. 3-14-94R05-09 raised rates 19% in the budget year 2009-2010.   
12. The Ordinance No. 3-14-94-R04-10 raised rates 20% in the budget year 2010-2011. 
13. The Sewer System Budget for year 2010-2011. 
14. Draft of the 2010 Sewer Audit. 
15. Ralph Cross, MTAS Consultant, conducted a rate survey and a three year projection for 

 the Town of Gordonsville. 
16. Also, we have forms for Residential and Business customers with set up fees and renters 

 deposits.  The forms will be used starting July 1 
 

Financial Initiatives 
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1. Has the utility incurred any new debt during its current fiscal year, or does the utility plan 
on incurring any new debt during the current or next fiscal year? No.   

2. Has the utility received any grants during its current fiscal year or does the utility plan on 
applying for or receiving any new grants during the current or next fiscal year? No.  
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Water Utility Information 

1. How many billed customers?  
2. How many unbilled customers?  
3. How many metered customers?  
4. How many unmetered customers?  
5. What was the net sales revenue from the largest 10 customers last fiscal year?  
6. What was the net sales revenue for the water utility last fiscal year?  
7. How many gallons were sold to the largest 10 customers last fiscal year?  
8. How many gallons were sold last fiscal year?  
9. Percent Sales from Largest 10 Customers: 
10. Percent Usage from Largest 10 Customers: 
11. Does the water utility have a rate structure with differing rates based on geographical 

location?  
If so please provide a breakdown of the rate structure and the method in which these rates 
have been determined to be reasonable and justifiable:   

12. Does this utility have a water connection to another utility to purchase water or to have a 
backup water supply in case of emergency?  

13. Does this utility produce its entire water supply without purchasing water from another 
utility?  

14. Is it feasible for this utility regionalize, merge, or consolidate with a surrounding utility to 
improve water service to its current or future customer base? 

15. Does this utility sell water at a wholesale rate to any customers such as large 
commercial/industrial customers or other surrounding utilities, if so is there a contract for 
the sale of this water? .  

16. Does this utility have a water treatment facility?  
17. What is the design capacity of the water treatment facility?  
18. What is the average operating capacity of the water treatment facility?  
19. Are there any environmental concerns including government environmental orders for the 

water utility? No 
20. Please describe these environmental concerns for the water utility and the extent of the 

financial burden to remedy these financial concerns: 
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Wastewater Utility Information 
1. How many billed customers? 250 
2. How many unbilled customers? 0 
3. How many metered customers? 296 
4. How many unmetered customers? 0 
5. What was the net sales revenue for the water utility last fiscal year? $121,206.00 
6. What was the net sales revenue for the wastewater utility last fiscal year? $357,979.00 
7. How many gallons of wastewater were treated for the largest 10 customers last fiscal 

year? 175,108.00 
8. How many gallons of wastewater were treated by the utility last fiscal year? 

35,418,000.00 
9. Percent Sales from Largest 10 Customers: 33.85% 
10. Percent Usage from Largest 10 Customers: 0.49% 
11. Does the wastewater utility have a rate structure with differing rates based on 

geographical location? Yes 
12. If so, please provide a breakdown of the rate structure and an explanation of how this rate 

structure has been determined to be reasonable and justifiable:   
Commercial-1                    13.00 
Commercial-2                    41.00 
Commercial-2 Outside       1.00 
Industrial-1                            14.00 
Industrial-1 Outside               1.00 
Residential-1                          219.00 
Residential-2                             49.00 
  
                                                  338.00 
. Previous Council discussions and MTAS rate study. 

13. Does this utility treat all of the wastewater collections without sending wastewater to 
another utility for treatment? Yes 

14. Does this utility treat wastewater from another utility, and if so, does a contract exist for 
the treatment of this wastewater?  No.  

15. Is it feasible for this utility regionalize, merge, or consolidate with a surrounding utility to 
improve wastewater service to its current or future customer base? YES 

16. Does this utility treat wastewater for customers on wells? No 
17. Excluding any potential customers on wells, are all customers billed based on metered 

water usage? Yes 
18. Does this utility treat wastewater at a wholesale rate to any customers such as large 

commercial/industrial customers or other surrounding utilities? Yes 
19. What is the design capacity of the wastewater treatment facility? 325000 
20. What is the average operating capacity of the wastewater treatment facility? 100000 
21. Are there any environmental concerns including government environmental orders for the 

wastewater utility? No 
22. Does this utility have a sewer use ordinance or resolution? Yes 
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23. How is this sewer use ordinance or resolution enforced? Non payment can result in a 
summons being issued for the resident to appear in municipal court. 
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Plans and Policies 

1. Does this utility have a debt management policy, if no why has a debt management policy 
not been adopted? Yes.  

2. Does this utility have a capitalization policy, if no why has a debt management policy not 
been adopted? Yes.  

3. Does this utility have a leak adjustment policy, if no why has a leak adjustment policy not 
been adopted? .  

4. Does this utility have an asset management plan? Yes 
5. How are capital projects or purchases adequately planned for?  
6. Does this utility have a copy of its capital asset list on file? Yes 
7. Who retains a copy of this capital asset list?  
8. How often is this capital asset list reviewed and by whom? As needed. 
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TOWN OF GORDONSVILLE 
 

ORDINANCE NO. ___08-06-15____________ 
 

 
AN ORDINANCE TO AMEND THE SEWER RATES FOR THE TOWN OF 

GORDONSVILLE, TENNESEE AND CUSTOMERS OUTSIDE THE TOWN OF 

GORDONSVILLE WHO ARE SERVED BY THE TOWN OF GORDONSVILLE 

SANITARY SEWER SYSTEM ORDINANCE. 

 
WHEREAS, it is mandated that the Town of Gordonsville Sewer System operate 

in a solvent financial posture; and 
 
WHEREAS, the sanitary sewer service program for the Town of Gordonsville is an 

enterprise fund that is required by law to stand alone; and 
 

WHEREAS, the Town of Gordonsville has applied for funding in order to construct 
sewer line extensions to serve additional customers; and 

 
WHEREAS, the Funding Agency has completed their financial review and has 

recommended that additional revenue be generated to financially qualify for the 
requested funding; and 

 
NOW, THEREFORE, BE IT ORDAINED that the Town of Gordonsville by the 

Board of Mayor and Aldermen/Women amend the following Sections of the Town of 
Gordonsville Sewer rates, with these rates to become effective September 1, 2015. 

 
SECTION 1. The established Sanitary Sewer rates for customers served by the 

Town of Gordonsville Sanitary Sewer System within the city limits are as follows: 

 
 
AMOUNT OF FEES 
No permit to connect to any public sewer or appurtenance thereof shall be granted by the 

Customer Inside Corporate Limits Outside Corporate Limits 

a.  Residential – 1 User:      $27.00 min + 7.75 @ 1,000 gal $54.00 min +10.00 @ 1,000 gal 
b.  Residential – 2 Users: $27.00 min + 8.50 @ 1,000 gal $54.00min +12.00 @ 1,000 gal 
c. Commercial – 1 User: $27.00 min + 9.50 @ 1,000 gal $54.00min +12.50 @ 1,000 gal 
d.  Commercial – 2 Users: $27.00 min +11.00 @ 1,000 gal $54.00 min +14.50 @ 1,000 gal 

e.  Industrial – 1 User: $27.00 min +13.50 @ 1,000 gal $54.00 min +16.00 @ 1,000 gal 

f.  Industrial – 2 Users: $27.00 min +15.00 @ 1,000 gal $54.00 min +17.50 @ 1,000 gal 
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Director unless the applicant first pays to the Town of Gordonsville a sewer connection 
maintenance fee, based upon the number of water taps to the property, as follows: 

 

 
 
 
SECTION 2 . All customers shall be required to fill out an application approved by the 

Board of Mayor and Alderman/Woman of the town of Gordonsville.  Setup fees effective 
September 1, 2015 are as shown below: 

 
Customer Set Up Fee 

a.  Residential $30.00 
b.  Business $50.00 

 
A renter shall pay the renters deposit of  $200.00 or the property owner may sign a surety 
agreement. 
 

SECTION 3 . This ordinance shall become effective ___________________________ 
Passed and so ordered this the ____ day of __________________, 2015, the public welfare 
requiring it. 
 
Passed This:  
First Reading:  
Second Reading:  
Third Reading:  
Public Hearing:  

 
 
Mayor:  ___________________________________________ 
ATTEST:  _________________________________________             

Customer Inside Corporate Limits Outside Corporate Limits 

a.  Residential – 1 User:     $1,000 per tap $2,000 per tap 
b.  Residential – 2 Users: $1,500 per tap $3,000 per tap 
c. Commercial – 1 User: $3,500 per tap $7,000 per tap 
d.  Commercial – 2 Users: $4,000 per tap $8,000 per tap 
e.  Industrial – 1 User: $7,500 per tap $15,000 per tap 
f.  Industrial – 2 Users: $12,500 per tap $25,000 per tap 
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Financial Distress Questionnaire 

Entity: Town of Hollow Rock 

Compliance 

1. Has the utility filed its most recent annual information report? Yes 
2. Has the Utility filed its most recent budget with the Comptroller’s Office within 15 days 

of adoption? Yes.  
3. Has the Utility filed its most recent audit with the Comptroller’s Office within 6 months 

of the fiscal year end? No. Auditor was given all reports from the local government and 
kept delaying the on site visit. Then auditor requested reports again.  Auditor never made 
an on site visit and each time he was asked for the audit to be completed gave different 
excuses. 

Financial Distress Remedy Plans 

1. Does this utility have a plan to remedy the current financial distress? Yes. The board 
raised the water base rate by $5.00.  As the new city recorder/cmfo, I advised the mayor 
and board of alderman that any contractual services must be budgeted accordingly. 

2. Has a rate study been completed for the utility in the previous 5 years? No. 
3. Has the utility implemented a rate increase in the last 6 months? Yes 
4. Does the utility have plans to implement a rate increase in the next 6 months? No,  
5. If a rate increase is planned, is this rate increase based on a rate study conducted by an 

independent third party? No 
See attached for current rate ordinance or resolution. 

6. Has this utility had any changes to fees in the last 5 years? Yes 
See attached for current fee schedule. 

7. How were the current fees based when adopted? Water rates for residential and 
commercial were increased $5 to cover the cost of contractual services  
 

Financial Initiatives 

1. Has the utility incurred any new debt during its current fiscal year, or does the utility plan 
on incurring any new debt during the current or next fiscal year? No.   

2. Has the utility received any grants during its current fiscal year or does the utility plan on 
applying for or receiving any new grants during the current or next fiscal year? No.  
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Water Utility Information 

1. How many billed customers? 368 
2. How many unbilled customers? 0 
3. How many metered customers? 368 
4. How many unmetered customers? 0 
5. What was the net sales revenue from the largest 10 customers last fiscal year? $12,497.00 
6. What was the net sales revenue for the water utility last fiscal year? $247,031.00 
7. How many gallons were sold to the largest 10 customers last fiscal year? 1,284.00 
8. How many gallons were sold last fiscal year? 16,520.00 
9. Percent Sales from Largest 10 Customers: 5.06% 
10. Percent Usage from Largest 10 Customers: 7.77% 
11. Does the water utility have a rate structure with differing rates based on geographical 

location? No 
If so please provide a breakdown of the rate structure and the method in which these rates 
have been determined to be reasonable and justifiable:   

12. Does this utility have a water connection to another utility to purchase water or to have a 
backup water supply in case of emergency? Yes 

13. Does this utility produce its entire water supply without purchasing water from another 
utility? Yes 

14. Is it feasible for this utility regionalize, merge, or consolidate with a surrounding utility to 
improve water service to its current or future customer base? 

15. Does this utility sell water at a wholesale rate to any customers such as large 
commercial/industrial customers or other surrounding utilities, if so is there a contract for 
the sale of this water? No.  

16. Does this utility have a water treatment facility? Yes 
17. What is the design capacity of the water treatment facility? 200,000 gallons per day 
18. What is the average operating capacity of the water treatment facility? 140,000 gallons 

per day 
19. Are there any environmental concerns including government environmental orders for the 

water utility?  
20. Please describe these environmental concerns for the water utility and the extent of the 

financial burden to remedy these financial concerns: 
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Wastewater Utility Information 
1. How many billed customers?  
2. How many unbilled customers?  
3. How many metered customers?  
4. How many unmetered customers?  
5. What was the net sales revenue for the water utility last fiscal year?  
6. What was the net sales revenue for the wastewater utility last fiscal year?  
7. How many gallons of wastewater were treated for the largest 10 customers last fiscal 

year?  
8. How many gallons of wastewater were treated by the utility last fiscal year?  
9. Percent Sales from Largest 10 Customers: 
10. Percent Usage from Largest 10 Customers: 
11. Does the wastewater utility have a rate structure with differing rates based on 

geographical location?  
12. If so, please provide a breakdown of the rate structure and an explanation of how this rate 

structure has been determined to be reasonable and justifiable:  .  
13. Does this utility treat all of the wastewater collections without sending wastewater to 

another utility for treatment?  
14. Does this utility treat wastewater from another utility, and if so, does a contract exist for 

the treatment of this wastewater?  .  
15. Is it feasible for this utility regionalize, merge, or consolidate with a surrounding utility to 

improve wastewater service to its current or future customer base?  
16. Does this utility treat wastewater for customers on wells?  
17. Excluding any potential customers on wells, are all customers billed based on metered 

water usage?  
18. Does this utility treat wastewater at a wholesale rate to any customers such as large 

commercial/industrial customers or other surrounding utilities?  
19. What is the design capacity of the wastewater treatment facility?  
20. What is the average operating capacity of the wastewater treatment facility?  
21. Are there any environmental concerns including government environmental orders for the 

wastewater utility?  
22. Does this utility have a sewer use ordinance or resolution?  
23. How is this sewer use ordinance or resolution enforced?  
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Plans and Policies 

1. Does this utility have a debt management policy, if no why has a debt management policy 
not been adopted? Yes.  

2. Does this utility have a capitalization policy, if no why has a debt management policy not 
been adopted? Yes.  

3. Does this utility have a leak adjustment policy, if no why has a leak adjustment policy not 
been adopted? Yes. Yes 

4. Does this utility have an asset management plan? Yes 
5. How are capital projects or purchases adequately planned for?  
6. Does this utility have a copy of its capital asset list on file? Yes 
7. Who retains a copy of this capital asset list?  
8. How often is this capital asset list reviewed and by whom? quarterly by cmfo 
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Financial Distress Questionnaire 

Entity: Town of Toone 

Compliance 

1. Has the utility filed its most recent annual information report? Yes 
2. Has the Utility filed its most recent budget with the Comptroller’s Office within 15 days 

of adoption? Yes.  
3. Has the Utility filed its most recent audit with the Comptroller’s Office within 6 months 

of the fiscal year end? Yes.  

Financial Distress Remedy Plans 

1. Does this utility have a plan to remedy the current financial distress? Yes. Plans are to 
implement a rate study very soon and to increase rates and fees accordingly. 

2. Has a rate study been completed for the utility in the previous 5 years? No. 
3. Has the utility implemented a rate increase in the last 6 months? No 
4. Does the utility have plans to implement a rate increase in the next 6 months? Yes,  
5. If a rate increase is planned, is this rate increase based on a rate study conducted by an 

independent third party? Yes 
See attached for current rate ordinance or resolution. 

6. Has this utility had any changes to fees in the last 5 years? No 
See attached for current fee schedule. 

7. How were the current fees based when adopted? Current rates were adopted several years 
ago and based on operating costs and expenses at that time.   

8. To our knowledge no changes to the current schedule have occurred.  However, we are in 
the process of conducting an up to date rate study and making adjustments accordingly. 

Financial Initiatives 

1. Has the utility incurred any new debt during its current fiscal year, or does the utility plan 
on incurring any new debt during the current or next fiscal year? No.   

2. Has the utility received any grants during its current fiscal year or does the utility plan on 
applying for or receiving any new grants during the current or next fiscal year? Yes.  
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Water Utility Information 

1. How many billed customers? 234 
2. How many unbilled customers? 0 
3. How many metered customers? 234 
4. How many unmetered customers? 0 
5. What was the net sales revenue from the largest 10 customers last fiscal year? 

$138,161.00 
6. What was the net sales revenue for the water utility last fiscal year? $197,065.00 
7. How many gallons were sold to the largest 10 customers last fiscal year? 18,841,266.00 
8. How many gallons were sold last fiscal year? 29,632,334.00 
9. Percent Sales from Largest 10 Customers: 70.11% 
10. Percent Usage from Largest 10 Customers: 63.58% 
11. Does the water utility have a rate structure with differing rates based on geographical 

location? Yes 
12. If so please provide a breakdown of the rate structure and the method in which these rates 

have been determined to be reasonable and justifiable:  Water Charges: 
13. Outside town base with 5/8" meter  $12.50 
14. Outside town base with 1" meter $93.00 
15. Outside town base with 2" meter $96.50 
16. Outside town base with 6" meter $4728.oo 
17. Inside town limits with 5/8" meter $11.35 
18. Inside town limits withl " meter $82.60 
19. Inside town limits with 2" meter $90.82 
20. Inside town limits with 6" meter $4728.oo 
21. Cost per 1,000 gallons excluding industry $2.34 
22. Cost per 1,000 gallons industry 
23. Sewer Charges: $1.13 
24. Residential/lnstitutional base 5/8" meter $16.20 
25. Commercial base 5/8" meter $21.60 
26. Institutional base 2" meter $86.50 
27. Cost per 1,000 gallons$2.70 

These rates were based on a rate study that was conducted many years prior and our 
assumption is that the rates were based on that study. 

28. Does this utility have a water connection to another utility to purchase water or to have a 
backup water supply in case of emergency? No 

29. Does this utility produce its entire water supply without purchasing water from another 
utility? Yes 

30. Is it feasible for this utility regionalize, merge, or consolidate with a surrounding utility to 
improve water service to its current or future customer base? 

31. Does this utility sell water at a wholesale rate to any customers such as large 
commercial/industrial customers or other surrounding utilities, if so is there a contract for 
the sale of this water? No.  

32. Does this utility have a water treatment facility? Yes 
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33. What is the design capacity of the water treatment facility? 1.2MGD 
34. What is the average operating capacity of the water treatment facility? 250000 A DAY 
35. Are there any environmental concerns including government environmental orders for the 

water utility? No 
36. Please describe these environmental concerns for the water utility and the extent of the 

financial burden to remedy these financial concerns: 
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Wastewater Utility Information 
1. How many billed customers? 79 
2. How many unbilled customers? 0 
3. How many metered customers? 79 
4. How many unmetered customers? 0 
5. What was the net sales revenue for the water utility last fiscal year? $5,300.00 
6. What was the net sales revenue for the wastewater utility last fiscal year? $27,002.00 
7. How many gallons of wastewater were treated for the largest 10 customers last fiscal 

year? 413,562.00 
8. How many gallons of wastewater were treated by the utility last fiscal year? 4,380,000.00 
9. Percent Sales from Largest 10 Customers: 19.63% 
10. Percent Usage from Largest 10 Customers: 9.44% 
11. Does the wastewater utility have a rate structure with differing rates based on 

geographical location? No 
12. If so, please provide a breakdown of the rate structure and an explanation of how this rate 

structure has been determined to be reasonable and justifiable:  .  
13. Does this utility treat all of the wastewater collections without sending wastewater to 

another utility for treatment? Yes 
14. Does this utility treat wastewater from another utility, and if so, does a contract exist for 

the treatment of this wastewater?  No.  
15. Is it feasible for this utility regionalize, merge, or consolidate with a surrounding utility to 

improve wastewater service to its current or future customer base? NO 
16. Does this utility treat wastewater for customers on wells? No 
17. Excluding any potential customers on wells, are all customers billed based on metered 

water usage? Yes 
18. Does this utility treat wastewater at a wholesale rate to any customers such as large 

commercial/industrial customers or other surrounding utilities? Yes 
19. What is the design capacity of the wastewater treatment facility? 30000 
20. What is the average operating capacity of the wastewater treatment facility? 20000 
21. Are there any environmental concerns including government environmental orders for the 

wastewater utility? No 
22. Does this utility have a sewer use ordinance or resolution? Yes 
23. How is this sewer use ordinance or resolution enforced? This ordinance is enforced by 

Mayor and Board of Alderman 
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Plans and Policies 

1. Does this utility have a debt management policy, if no why has a debt management policy 
not been adopted? No. The present board were not aware that the previous administration 
did not have one. Although the mayor and the board of alderman are working on adding 
polices and procedures. 

2. Does this utility have a capitalization policy, if no why has a debt management policy not 
been adopted? No. The present board were not aware that the previous administration did 
not have one. Although the mayor and the board of alderman are working on adding 
polices and procedures. 

3. Does this utility have a leak adjustment policy, if no why has a leak adjustment policy not 
been adopted? Yes. Yes 

4. Does this utility have an asset management plan? No 
5. How are capital projects or purchases adequately planned for? The mayor and board of 

alderman meet with the water and sewer manager to discuss the budgets and all income 
and expenses to decide what is in best interest of the town and funding. 

6. Does this utility have a copy of its capital asset list on file? No 
7. Who retains a copy of this capital asset list? N/A 
8. How often is this capital asset list reviewed and by whom? N/A 
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Form Name: Utility Financial Distress Questionnaire
Submission Time: June 27, 2022 3:35 pm
Browser: Chrome 103.0.5060.53 / Windows
IP Address: 199.59.174.58
Unique ID: 980343057
Location: 35.4825, -86.4629

Contact Information and Comptroller Filings

Entity ID Number 13382

Name Mary Mealer

Email mmealer@tullahomautilities.com

Phone (931) 571-7139

Mailing Address P O Box 788
901 S Jackson Street
Tullahoma, TN 37388

Has the most recent Annual Information
report been timely filed for this utility?

Yes

Has the utility filed its most recent
budget with the Comptroller's Office
within 15 days of adoption?

No

Please provide the reason why this local
government did not timely file its most
recent budget with the Comptroller's
Office?

Not required of a State Municipal Authority

Has the utility filed its most recent audit
with the Comptroller's Office within 6
months of the last fiscal year end?

Yes

Financial Distress Remedy Plans

Does this utility have a plan to remedy
the current financial distress?

Yes

Please describe the current plan to
remedy the utility's financial distress.

TUA Board approved  Water and Wastewater Systems rate increases
effective July 1, 2022. In January 2022, TUA implemented an increase to
various fees in both systems. 

Rates and Fees Information

Has a rate study been completed for the
utility in the previous 5 years?

No

Has the utility implented a rate increase
in the last 6 months?

No
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Does the utility have plans to implement
a rate increase in the next 6 months?

Yes

Is this rate increase based on a rate
study conducted by an independent
third party?

No

Please upload a copy of the current rate
ordinance or resolution.

https://www.formstack.com/admin/download/file/12957989418

Has this utility had any changes to fees
in the last 5 years?

Yes

Please upload a copy of the current
utility fee schedule.

https://www.formstack.com/admin/download/file/12957989420

Please provide a written rationale for
the fees contained in the current fee
schedule and any changes that may
have occurred if indicated so in the
previous question.

An in-house fees study was performed and determined that existing fees
had not been increased in many years. Fees were not sufficient to cover
increased costs to materials and labor. Also, to substantiate fee increases,
a comparison to near-by utilities of similar size was performed.

Financial Initiatives

Has the utility incurred any new debt
during its current fiscal year, or does
the utility plan on incurring any new
debt during the current or next fiscal
year?

Yes

How much is this new debt, and what is
the source of this debt?

No new debt in current FY but plan for debt in next FY. Approximately 3.1
million/SRF-$1.8 million. Balance to be through bond sales or independent
financial institutions. This is yet to be determined. 

What will this debt be used for? Wastewater system improvements and expansion

Has the utility received any grants
during its current fiscal year, or does
the utility plan on applying for or
receiving any new grants during the
current or next fiscal year?

Yes

How much is this funding, and what is
the source of this funding?

Amount not determined as of now. Have not received any grant funds but
plan to apply for ARP Competitive Grant Funding

What will this funding be used for? Wastewater System rehab

Utility Information

Does this utility offer water service? Yes
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Does this utility offer sewer or
wastewater service?

Yes

Water Utility Information

How many billed customers does the
water utility have?

10400

How many unbilled customers does the
water utility have?

0

How many metered customers does the
water utility have?

10400

How many unmetered customers does
the water utility have?

0

What was the net sales revenue from
the largest 10 customers last fiscal
year?

868174

What was the net sales revenue for the
water utility last fiscal year?

4146375

What percentage of sales do the largest
10 customers account for annually?

20.93%

How many thousand gallons were sold
to the largest 10 customers last fiscal
year?

382573.90

How many thousand gallons were sold
last fiscal year?

1017752.30

What percentage of volume do the
largest 10 customers account for
annually?

37.59%

Does the water utility have a rate
structure with differing rates based on
on geographical location?

Yes

Please provide a customer count
breakdown of these different rate
classes.

Inside/8957
Outside/1443

Please explain the method in which
these rates have been determined to be
reasonable and justifiable.

Inside customers are billed at a lesser rate compared to outside customers.
TUA expenses are more for outside customers due to lower density and
increased costs due to location.
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Does this utility have a water
connection to another utility to
purchase water or to have a backup
water supply in case of emergency?

Yes

Does this utility produce its entire water
supply without purchasing water from
another utility?

No

Does a contract exist for the purchase
of any water from another utility?

Yes

Is it feasible for this utility regionalize,
merge, or consolidate with a
surrounding utility to improve water
service to its current or future customer
base?

No, TUA purchases our water from the Duck River Utility Commission, a
regional water supplier.

Does this utility sell water at a
wholesale rate to any customers such
as large commercial/industrial
customers or other surrounding
utilities?

Yes

Does a contract exist for the sale of this
water?

Yes

Does this utility have a water treatment
facility?

No

Are there any environmental concerns
including government environmental
orders for the water utility?

No

Please describe these environmental
concerns for the water utility and the
extent of the financial burden to remedy
these financial concerns.

No environmental concerns

Wastewater Utility Information

How many billed customers does the
wastewater utility have?

7985

How many unbilled customers does the
wastewater utility have?

0

How many metered customers does the
wastewater utility have?

7985
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How many unmetered customers does
the wastewater utility have?

0

What was the net sales revenue from
the largest 10 customers last fiscal
year?

513885

What was the net sales revenue for the
wastewater utility last fiscal year?

4104271

How many thousand gallons of
wastewater were treated for the largest
10 customers last fiscal year?

111209

How many thousand gallons of
wastewater were treated by the utility
last fiscal year?

1463516

Percentage of sales from Largest 10
Customers

12.52%

Percentage of flow from Largest 10
Customers

7.60%

Does the wastewater utility have a rate
structure with differing rates based on
on geographical location?

No

Does this utility treat all of the
wastewater collections without sending
wastewater to another utility for
treatment?

Yes

Does this utility treat wastewater from
another utility?

No

Is it feasible for this utility regionalize,
merge, or consolidate with a
surrounding utility to improve
wastewater service to its current or
future customer base?

No

Does this utility treat wastewater for
customers on wells?

Yes

How are these customers on wells
billed?

TUA only has a few customers on wells that are also on TUA wastewater
system. These accounts have meters to measure water used through the
wells. 

Excluding any potential customers on
wells, are all customers billed based on
metered water usage?

Yes
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Does this utility treat wastewater at a
wholesale rate to any customers such
as large commercial/industrial
customers or other surrounding
utilities?

No

What is the design capacity of the
wastewater treatment facility?

5000000

What is the average operating capacity
of the wastewater treatment facility?

4009632

Are there any environmental concerns
including government environmental
orders for the wastewater utility?

No

Does this utility have a sewer use
ordinance or resolution?

Yes

How is this sewer use ordinance or
resolution enforced?

By both TUA and City of Tullahoma officials

Plans and Policies

Does this utility have a debt
management policy?

Yes

Does this utility have a capitalization
policy?

No

Why has a capitalization policy not been
adopted?

TUA capital projects are approved by the Board of Directors through the
Annual Budget

Does this utility have a leak adjustment
policy?

Yes

Does this utility have an asset
management plan?

No

How are capital projects or purchases
adequately planned for?

TUA performs an annual budget which outlines all anticipated projects and
purchases.

Does this utility have a copy of its
capital asset list on file?

Yes

How often is this capital asset list
reviewed and by whom?

Plant accountant maintains plant asset records.
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November 1, 2022 

 
Mr. Mickey S. Robinson, Mayor 
Town of Spencer, TN 
P.O. Box 187 
Spencer, TN 38585 

 
Re: Review Expense Allocation 

 
Dear Mr. Robinson: 

We were asked by the Town of Spencer (the Town) to help the Town comply with requirements pursuant 
to Tenn. Code Ann. § 68-221-1010, item 1b and review records to determine whether or not costs are being 
adequately allocated to the proper City funds.  This letter constitutes our report of our observations and 
evaluation as to the reasonableness of the allocations. Our analysis and report rely on information as 
provided by the Town of Spencer. 

 
All information provided by the Town, or its representatives, in the course of this engagement, have been 
accepted without any verification as full and correctly reflecting the Town’s financial conditions and 
operating results for the respective and prospective periods, except as noted specifically herein. Jackson 
Thornton & Co., P.C. has not audited, reviewed, or compiled the financial information provided to us and, 
accordingly, we express no audit opinion or any other assurance on this information. 

 
 

Observations and Evaluation 
 

As part of our analysis, we met with Crystal Crain, City Recorder, in the Board room at City Hall on July 19, 
2022.  We discussed with her, the accounting policies and procedures related to the City’s funds.  We 
reviewed the employee organizational chart for each fund and discussed each employee’s duties with the 
City Recorder.  We obtained a general ledger and reviewed transactions through May, 2022 and, from this 
ledger, selected expenditures for testing.  We traced the selected amounts to invoices to determine proper 
fund coding and amount.  A summary of our findings follows: 
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Labor Allocation – Employee time is recorded based on salary, timesheet, or time clock, depending 
on the employee.  We noted that the mayor performs some outside work for the water system, but his salary 
is recorded in the City ledger.  The amount is deemed insignificant for this period, however, we recommend 
that the Town establish a procedure to allocate any time by an employee performing a duty for the water  
system, to that system’s ledger.   

 
 Asset Allocation – Building, equipment, and distribution mains associated with water plant are 
appropriately recorded on the books of the Enterprise Fund.  The office building housing City Hall is on the 
books of the Governmental General Fund.  We noted an area utilized by the Waste Water Plant Chief 
Operator to conduct sewer testing.  We determined usage of the space is not allocated to the Water 
System, but have deemed the amount insignificant.  The Town should monitor usage of the City assets, 
should that usage increase, in order to appropriately allocate some costs to the Water System. 
 
 Invoice Allocation – Based on our review, invoices are directly coded when applicable.  Some 
shared items are split evenly.  These items include IT expenses, legal expenses, and audit expenses.  All 
invoices reviewed were properly allocated. 
 
Based on our review of the records provided, as well as discussions with staff, it is our determination 
that costs appear to be reasonably allocated between funds.  As noted above, we would advise that activity  
is monitored to determine if joint employee activity related to the water system increases, and properly 
allocate that time.  

 
 
 
 
JACKSON THORNTON & CO, P.C. 

 

  
 Richard B. Compton 
 Principal 
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November 10, 2022 
 
Ms. Crystal Crain, City Recorder 
Town of Spencer, TN 
P.O. Box 187 
Spencer, TN 38585 
 
Re: Inside versus Outside City Limit Water Rate Structures 
 
Dear Ms. Crain: 
 
We were asked by the Town of Spencer (the Town) to help the Town comply with requirements pursuant 
to Tenn. Code Ann. § 68-221-1010, item 1a and review the disparity in rates for customers inside the city 
limits and outside the city limits.   
 
Based on the existing rates, a 3,000 gallon/month residential inside customer is paying $37.50/month.  The 
same customer outside city limits is paying $44.50/month.  This represents a spread of $7.00/month, or 
18.7%.  Once the recommended rates are adopted, the 3,000 gallon/month residential inside customer will 
pay $52.50/month and the same outside city limit customer will pay $59.50/month.  This amounts to a 
decreased differential of 13.3%. 
 
Given the overarching financial situation of the utility, we believe this differential to be reasonable. 
 
 
JACKSON THORNTON & CO., P.C. 
 

   
James B. Marshall, III  
Principal 
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REPORT FOR CITY OF COLLINWOOD, 
TENNESSEE 

 
 
 

WATER AND WASTEWATER 
FINANCING BOARD 

ORDER DATED DECEMBER 3, 2020 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
October 28, 2022 
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INTRODUCTION 
 
Description of the Colllinwood Water and Sewer System 
 

The City of Collinwood, Tennessee (City or Collinwood) is located in Wayne County.  
The governing board of the City’s water and sewer system is its Mayor and Board of 
Commissioners.  The City gets its raw water supply from four springs and two wells and 
operates a water treatment plant with a design capacity of .41 MGD.  The City operates a septic 
tank, effluent collection system with fenced spray irrigation with a design capacity of 0.1 MGD. 
 

The City was referred to the Water and Wastewater Financing Board (WWFB) upon the 
submission of its audit for its fiscal year ending June 30, 2019, because it met the statutory 
definition for a financially distressed municipal water and sewer system.  The system had a 
negative change in net position for two consecutive years without regard to any grants or capital 
contributions for its fiscal years ending June 30, 2018 and June 30, 2019.   

 
The City’s water and sewer funds had positive changes in net position for its fiscal years 

ending June 30 of 2020 and 2021 as follows: 
 
   2020   2021 
 
Water Fund  $41,790  $82,846  
Sewer Fund  $34,134  $45,423 

 
History of Rates and Existing Rate Structure 
 

The City’s current rates are as follows.   
 
    Water 
 

Inside-City: 
   
 Minimum monthly charge (includes 2,000 gallons)  $18.45  
  Over 2,000 gallons      $  9.31 per 1,000 gallons 
  
 Outside-City: 
   
 Minimum monthly charge (includes 1,000 gallons)  $26.10  
  Over 2,000 gallons      $18.56 per 1,000 gallons 
 
   Sewer 

 
Residential: 
   
Minimum monthly charge (includes 2,000 gallons)  $22.95  
 Over 2,000 gallons      $  8.10 per 1,000 gallons 
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Commercial: 
   
Minimum monthly charge (includes 2,000 gallons)  $39.15  
Over 2,000 gallons      $10.80 per 1,000 gallons 
 
Water maintenance fee     $5.00 per water customer 
 
   The balance of the Cash and Investments accounts of the water and sewer fund as of 

July 1, 2022, was $753,448.  
 
Water and Wastewater Financing Board Order 
 

On December 3, 2020, the Water and Wastewater Financing Board (WWFB) issued an order 
directing the City of Collinwood do the following items. 
 

1. The City shall have the Tennessee Association of Utility Districts, or another qualified 
expert as approved by Board staff, perform a water and sewer rate study that includes the 
following: 
 
(a) a review of the capitalization policy, including any recommended modifications; 
(b) a review of the debt management policy, including any recommended modifications; 
(c) a justification for the differing rate classes, or if no justification is possible, 

recommendations for an appropriate rate structure; 
(d) a review of all water and sewer fees, including any recommended modifications; 
(e) a review of the cost to produce 1,000 gallons of water; 
(f) creation of a rate ordinance; 
(g) creation of a five-year capital asset budget to be taken from the current capital asset 

list and to include future anticipated needs; 
(h) creation of a written leak adjustment policy; and 
(i) a justification for the City's refusal to accept the water line from Wayne County. 

 
2. By December 31, 2020, the City shall send Board staff a copy of the contract between the 

City and the qualified expert who is to perform the tasks in paragraph 1. 
 

3. By December 31, 2020, the City shall send Board staff proof that all members of the 
utility system's governing body have complied with the training requirements set out in 
Tenn. Code Ann. § 7-34-1 115(j). 
 

4. By April 1, 2021, the City shall provide Board staff with the completed rate study, and 
either proof of implementation of the resulting recommendations or a proposed plan of 
implementation. 
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RECOMMENDATIONS 
 
 
Recommendation #1 

 
TAUD recommends that the City adopt the following rates effective July 1, 2023: 

 
Water 
 
Inside-City: 
   
 Minimum monthly charge (includes 2,000 gallons)  $19.25  
  Over 2,000 gallons      $10.15 per 1,000 gallons 
  
 Outside-City: 
   
 Minimum monthly charge (includes 1,000 gallons)  $26.40  
  Over 2,000 gallons      $18.70 per 1,000 gallons 
 
Sewer 
 
Residential: 
   
 Minimum monthly charge (includes 2,000 gallons)  $23.25  
  Over 2,000 gallons      $  8.50 per 1,000 gallons 
  
Commercial: 
   
 Minimum monthly charge (includes 2,000 gallons)  $39.45  
 Over 2,000 gallons      $11.25 per 1,000 gallons 
 
Water maintenance fee      $5.00 per water customer 

 
Recommendation #2 
 
 TAUD recommends the disconnection fee be increased to from $25 to $50. 
 
Recommendation #3 
 
 TAUD recommends that the City adopt the ordinance attached as Exhibit 9 for the City 
to implement leak adjustments for water leaks behind the customer’s meter.  
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Recommendation #4 
 

TAUD finds that the City’s acceptance of the transfer of the Wayne County water line 
along Highway 13 South appears to be economically feasible provided three conditions are met: 

 
• Wayne County transfers $2,500,027 of its State ARP funds to the City; 
• Wayne County transfers its water lines to the City free of any debt; and 
• The City continues to charge the customers served by the Wayne County water 

line the same rates the County is currently charging these customers.  
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FIVE YEAR CAPITAL ASSET PLAN  
 

TAUD prepared a Five-Year Capital Asset Plan based upon discussions with the City’s 
Utility Superintendent about planned capital improvements.  The Five-Year Capital Asset Plan is 
attached as Exhibit 1.  The Five-Year Capital Assets Plan does not include any capital 
improvements which the City may construct using the State ARP funds allocated to it by the 
Tennessee Department of Environment and Conservation since these projects have not been 
finalized as of the date of this Report. 
 
 
RATE STUDY AND PROPOSED PLAN OF ACTION 
 

To determine whether existing rates will produce sufficient revenues to make the City’s 
water system self-supporting, TAUD first projected a Statement of Revenues and Expenses and 
Changes in Net Position for the City’s water and sewer fund for its fiscal year ending June 30, 
2023, to use as its test year.  Revenues were projected using existing rates for the five-year 
projection period.  

 
TAUD projected operation and maintenance expenses and debt service payments for the 

test year by:  (1) reviewing historical information from the five previous years; (2) reviewing the 
City’s budget for its water fund and sewer fund for its fiscal year ending June 30, 2023; and (3) 
considering any known and anticipated changes during the test year based upon discussions with 
the City. See Exhibit 2 attached to this Report. 
 
 Then, TAUD projected Statements of Revenues and Expenses and Changes in Net 
Position for the City’s water and sewer fund for its fiscal years ending June 30 of 2023, 2024, 
2025, and 2026.  See Exhibit 3 attached to this Report. 
 
Revenue Projections: 
 

• Charges for water and sewer services for the test year were projected by using the City’s 
budget for its fiscal year ending June 30, 2023.  
 

• Revenue from the water maintenance fee for the test year was projected by using the 
number of water customers the City had as of June 30, 2021. 
 

• Other revenue is projected based upon the City’s budget for its fiscal year ending June 
30, 2023. 
 

• The City has experienced no growth in the number of its water or sewer customers over 
the last several years.  Therefore, projections for the water and sewer revenues for the 
remaining four years of the five-year projection period do not include any increase for 
customer growth.  
 

• Interest income for the test year was projected based upon the City’s budget for its fiscal 
year ending June 30, 2023. 
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 Expense Projections:  
    

• The following operating expenses for the test year were projected based the average of 
these expenses for the City’s last two fiscal years plus 5%: 

 
Personnel services 
Contracted services 
 

• The following operating expenses for the test year were projected based the average of 
these expenses for the City’s last two fiscal years: 

 
Utilities 
Materials and supplies 
Repairs and maintenance 

 
• Other administrative expense was projected based upon the City’s budget for its fiscal 

year ending June 30, 2023. 
 

• Depreciation for the test year is based upon the average of depreciation for the City’s last 
two fiscal years plus depreciation on the capital assets added during the fiscal year ending 
June 30, 2022. 
 

• All operating expenses, except depreciation, were projected to increase by the following 
due to inflation using the following rates: 
 
Fiscal year ending June 30, 2023   3.5% 
Fiscal year ending June 30, 2024   2.5% 
Fiscal year ending June 30, 2025 and 2026    2.0% 
 

• Annual depreciation expenses for the remaining four years of the five-year projection 
period are projected based upon the City’s depreciation amount for the test year plus the 
depreciation on the new capital assets included in the capital asset plan during the five-
year projection period. 
 

• Interest expense during the five-year projection period is based on the debt amortization 
schedules of existing debt.  

 
Revenue Sufficiency and Rate Modifications Required 
     

Based upon its unaudited financial statements for its year ending June 30, 2022, the 
City’s water fund will have a positive change in net position of $44,818 and the sewer fund will 
have a positive change in net position of $37,636, not including grants and capital contributions.  
The City will have a positive change in net position for both funds in the amount of $80,604.  
The operating ratio for the combined water and sewer fund will be 1.13% for the test year ending 
June 30, 2022.  

151



8 
 

Rates should be set to produce revenues to achieve an operating ratio of at least 1.1% and 
to cover the annual interest expenses of the City’s water fund and sewer fund.  To maintain this 
operating ratio, the City will need small annual rate increases beginning July 1, 2023 and each 
July 1 for the remaining three years in the five-year projection period.  Moreover, the City’s 
inside-city water rates are under-recovering the cost of providing water service to inside-city 
customers; therefore, the City should consider gradually reducing the rate differential over the 
next few years.   

 
TAUD recommends that the City adopt the following rates effective July 1, 2023: 
 

Water 
 

Inside-City: 
   
 Minimum monthly charge (includes 2,000 gallons)  $19.25  
  Over 2,000 gallons      $10.15 per 1,000 gallons 
  
 Outside-City: 
   
 Minimum monthly charge (includes 1,000 gallons)  $26.40  
  Over 2,000 gallons      $18.70 per 1,000 gallons 
 
   Sewer 

 
Residential: 
   
Minimum monthly charge (includes 2,000 gallons)  $23.25  
 Over 2,000 gallons      $  8.50 per 1,000 gallons 
  
Commercial: 
   
Minimum monthly charge (includes 2,000 gallons)  $39.45  
Over 2,000 gallons      $11.25 per 1,000 gallons 
 
Water maintenance fee     $5.00 per water customer 
 
The rate increases recommended to become effective July 1 of 2024, 2025, and 2026 are 

set forth in Exhibit 4. 
 
Most of the expenses projected during the five-year projection period assume a specific 

annual rate of inflation.  The current high level of inflation may affect these annual inflation rate 
assumptions.  Moreover, TAUD anticipates that the City may make capital improvements with 
its State ARP funds which projects will be most likely be placed into service during its fiscal 
year beginning July 1, 2025, or later.  These capital improvements will increase the City’s 
depreciation expenses above those projected in this Report.  Because of these two factors, TAUD 
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does not recommend that the City go ahead and adopt any rate increases now for its fiscal years 
beginning July 1, 2024 or later.   

 
As a part of its annual budgetary process, the City will need to review the rates TAUD 

recommends for each year beginning July 1, 2024, to ensure that the rates recommended in this 
Report will continue to produce sufficient revenues to give the water and sewer fund a positive 
change in net position and to maintain an operating ratio of at least 1.1% in future fiscal years.  
In addition, the rate recommendations beginning July 1, 2024, and later do not include any 
greater percentage increases for inside-city rates than outside-city rates.  This issue needs to be 
discussed by the City prior to adopting any rate increases beginning July 1, 2024. 

 
Projected Cash and Investments Schedule 
 

At rates recommended by TAUD, it projects the City’s the combined water and sewer 
fund should have a cash and investments balance of $1,771,657 as of June 30, 2026.  The Water 
and Sewer Fund - Projected Cash and Investments Balance Schedule is attached as Exhibit 5.    
 
 
JUSTIFICATION FOR INSIDE-OUTSIDE RATE DIFFERENTIAL 
 

The City has inside-city and outside-city water rates.  To determine whether the current 
rate differential between inside-city and outside-city water rates is justifiable, TAUD allocated 
the revenues and expenses of the City’s water system between its inside-city and outside-city 
customers based upon the information the City had available for this allocation for its fiscal year 
ending June 30, 2022.  See Exhibit 6 attached to this Report.   

 
TAUD allocated water revenues and expenses, except depreciation, based either on the 

percentage of water sales to inside and outside customers or based upon the percentage of the 
number of inside and outside customers.  From a review of the City’s fixed asset list of its water 
system, most of the water system assets which have not been fully depreciated appear to be water 
lines within the system.  The City informed TAUD that it had approximately 26 miles of water 
lines inside the City and 14 miles outside the City.   

   
The inside-city customers account for 72% of the operating expenses of the water system; 

however, the rates for the inside-city customers produce only 64% of the operating revenues of 
the water system.  Therefore, the rates of the inside-city customers are under-recovering the cost 
of providing water service to the inside-city customers.  Therefore, TAUD recommends that the 
City’s rate increase to become effective on July 1, 2023 incorporate a larger increase in the water 
rates of inside-city customers to address this under-recovery.   

 
 Historically, the City has not kept track of which of its fixed assets are used for inside-
city and outside-city customers.  Therefore, TAUD estimated the depreciation expenses based 
upon the percentage of the mileage of water lines inside the City and outside the City.  Before 
the City’s next rate increase, the City may want to hire an outside firm to give it a more detailed 
analysis of the proper allocation of operating expenses between inside-city and outside-city 
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operations so that it can ensure that the rates for inside-city customers produce sufficient 
revenues to continue to address the under-recovery of the inside-city water operations.  
 
WATER AND SEWER FEES 
 
Tap Fees 
 

The City’s current taps for water and sewer service are set forth below which became 
effective on March 15, 2022: 

 
  Water: 

 
¾ inch  $   625 
1 inch  $   875 
2 inch   $2,000 

   
Sewer: 
 
 Gravity flow   $   750 
 Septic pump flow $1,500 

 
TAUD recommended that the City review the average material and labor costs it incurs in 

installing water and sewer taps to ensure the current tap fees are covering the cost of making 
taps.  Historically, the City has not kept records of the costs it incurs to set new water or sewer 
taps.  The City only sets 3-5 taps a year.  Rather than have the City guess at the costs it incurs to 
install taps, TAUD recommends that it the City keep track of the actual costs it incurs in setting 
water and sewer taps through the end of its current fiscal year by using the cost of tap installation 
worksheets provided to it by TAUD.  At that point, the City can make a better-informed decision 
about whether its tap fees need to be changed to cover the cost of the installation of new water 
and sewer taps.  
 
Other Fees 
 
 The City’s other fees for water and sewer service are set for the below. 
 
Deposits: 
      Owners  Renters 
 

Water deposit (inside city)  $50   $75 
 Water deposit (outside city)  $75   $125 
 Sewer deposit     $50   $75 
 
Disconnection fee: $25 
Reminder fee:  $15 
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 The City does not charge a fee to a customer who signs up for water or sewer service, but 
only requires a deposit.  The deposit is used to pay any unpaid balance to a customer’s account 
when service is cancelled by the customer or terminated for non-payment.  The deposit is not 
designed to recover any cost associated with a customer signing up for service.  Approximately, 
80% of the uncollectible accounts the City experiences annually are for rental customers.  
Therefore, the higher deposit for water customers is justified.   
 
 The disconnection fee is charged when a customer is disconnected for nonpayment.  The 
City’s disconnection fee should cover the costs the City incurs to disconnect service and re-
connect service after payment has been made.  Such cost would include the cost of two trips to 
the service address, one trip to turn off water service for nonpayment and a second trip to turn 
service back on after payment is received, and any associated administrative cost.  The current 
disconnection fee of $25 does not cover its costs; therefore, TAUD recommends the 
disconnection fee be increased to $50. 
 
 The City places a door hanger on the house or business of every customer who is subject 
to termination for non-payment to give the customer notice that service will be terminated if 
payment is not made by a certain date.  The City charges a reminder fee of $15 to the customer 
for this service.  Because the purpose of this fee is to encourage a customer to pay its bill, this fee 
appears to be reasonable.  
 
 
COST TO PRODUCE WATER 
 
 TAUD calculated the City’s cost of water to be approximately $4.00 per 1,000 gallons.   
 
 
RATE ORDINANCE 
 
 TAUD does not understand what the WWFB wants when it requests a “rate ordinance.”  
The City does enact its utility rates and fees using ordinances.  The City most recently adopted 
Ordinance No. 021422 to adopt its current service connection fees (tap fees).  See Exhibit 7.  If 
the WWFB is wanting the City to have a single document in which all of its water and sewer 
rates and fees are listed, it can do so by just compiling these rates and fees in a Schedule of Rates 
and Fees which the City’s governing body can approve at a future meeting.  
   
 
DEBT MANAGEMENT POLICY 
 

The City adopted a debt management policy on November 14, 2011, which is attached as 
Exhibit 8 to this Report.  The debt management policy includes the provisions recommended by 
the State Funding Board for public entities.  Therefore, no action needs to be taken on the City’s 
debt management policy.   
   
 
 

155



12 
 

LEAK ADJUSTMENT POLICY 
 
 The City currently adjusts water and sewer bills for water leaks past the meter by 
reducing the usage in the high water bill in half billing the customer for half of the usage.  The 
City was not able to find any ordinance or resolution which adopted this policy.  
 
 TAUD recommends that the City adopt the ordinance attached as Exhibit 9 to implement 
leak adjustments for water leaks behind the meter in the future.  
 
 
CAPITALIZATION POLICY  
 
 The City has adopted a resolution establishing $10,000 as the cost threshold for capital 
assets for the City.  The City was not able to locate a resolution or other action which set forth 
the service lives it uses for its capital assets.  The City should adopt a resolution which 
incorporates the service lives the City currently uses for all capital assets as described in its 
annual audits, except for its water and sewer system assets.  The City’s capitalization policy 
should include the service lives for its water and sewer system using the recommended service 
lives adopted by the WWFB for municipal water and sewer systems.  TAUD prepared a 
suggested resolution which the City can adopt to establish this recommended capitalization 
policy which is attached as Exhibit 10 to this Report.  
 
 
PURCHASE OF WAYNE COUNTY WATER LINE 
 

The City of Collinwood and Wayne County have been in discussions for several years 
about Wayne County transferring the portion of its water system along Highway 13 South to the 
City which serves approximately 125 customers.  These customers are served with water 
purchased wholesale from the City.  The Wayne County water system has been financially 
distressed for several years and has been unable to come up with a plan to make its water system 
financially viable primarily due to high depreciation expenses which much be recovered from 
too few customers.  Wayne County transferred portions of its water system to Clifton and 
Waynesboro in 2021.  If Collinwood will accept the transfer Wayne County’s water line along 
Highway 13 South, then Wayne County will no longer be in the water business.   

 
The City has been reluctant to take over this Wayne County water line and its customers 

because the acceptance of this water line and these customers did not appear to be financially 
feasible for the City.  However, on September 20, 2022, Wayne County passed a resolution in 
which it authorized a transfer of $2,500,027.13 of its State American Rescue Plan funds 
allocated to Wayne County by the Tennessee Department of Environment and Conservation to 
Collinwood for the City to use to make improvements to its own water and wastewater system 
and to the Wayne County water line.  See Exhibit 11.  The transfer of this allocation is 
dependent upon Collinwood agreeing to take over the Highway 13 South water line of Wayne 
County.  In addition, Wayne County has agreed to pay off the existing debt it has on its water 
system so the City would not have to assume this debt upon the transfer of the water system.  
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To date, the City was under the impression that it would be required to charge any Wayne 
County water system customers its outside-city rates after the transfer.  The City did not believe 
that the revenue derived from these rates would be sufficient to pay for the operation and 
maintenance of the Wayne County line and for the remaining depreciation expense of this line.  
TAUD informed the City that it could continue to charge these Wayne County system customers 
the higher rates currently being charged by Wayne County rather than the lower outside-city 
Collinwood water rates.  The Wayne County system can be treated differently than the City’s 
other outside-of-city customers since this system has different costs than the rest of the City’s 
water system. 

 
Therefore, the transfer of the Wayne County water line along Highway 13 South appears 

to be economically feasible and will benefit the City’s current water and sewer customers 
provided the three conditions discussed above occur: 

 
• Wayne County transfers $2,500,027 of its State ARP funds to the City; 
• Wayne County transfers its water lines to the City free of any debt; and 
• The City continues to charge the customers served by the Wayne County water 

line the same rates the County is currently charging these customers.  
 
 

  
 
  

157



Exhibit 1

6/30/2022 6/30/2023 6/30/2024 6/30/2025 6/30/2026
Master Meter & AMC Meter 220,000           13,780                -                           -                           -                        
3 Zone Meters 41,220                -                           -                           -                        
Mapping System 25,000                -                           -                           -                        

  Total 220,000           80,000                -                           -                           -                        

Cumulative Depreciation 7,333               20,000                20,000                20,000                20,000            

  Total Capital Outlay & Depreciation 227,333           100,000              20,000                20,000                20,000            

Source of Funds
  Loans -                        -                           -                           -                           -                        
  Grants 220,000           41,000                -                           -                           -                        
  Cash -                        39,000                -                           -                           -                        

  Total Funding Sources 220,000           80,000                -                           -                           -                        

Collinwood, Tennessee - Water & Sewer Fund
Five Year Capital Asset Plan
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Exhibit 2

Collinwood, Tennessee  - Test Year
Water & Sewer Fund

City Last 2 Year Test Year

Budget 21-22 Average for 22-23 Explanation
Operating Revenues:
  Charge for Services 647,031                 716,445                 647,031                 From budget   
  Water Maintenance Fee 40,000                   -                              42,660                   Maintenance fees per customers
  Other 22,201                   -                              22,201                   From budget (not broken out last 2 years)

Total Operating Revenues 709,232                 716,445                 711,892                 

Operating Expenses:
  Personnel Services 144,865                 177,701                 186,586                 From last 2 year average plus 5%
  Contracted Services 73,936                   13,744                   16,275                   From last 2 year average plus 5%
  Other Administrative 48,635                   36,754                   48,635                   From budget
  Utilities 67,600                   61,769                   61,769                   From last 2 year average
  Materials & Supplies 66,615                   53,122                   53,122                   From last 2 year average
  Repairs & Maintenance 33,950                   102,543                 102,543                 From last 2 year average
  Depreciation & Amortization 151,238                 166,366                 186,366                 From last 2 year average plus new

Total Operating Expenses 586,839                 611,996                 655,296                 

Operating Income (Loss) 122,393                 104,449                 56,596                   

Nonoperating Revenues (Expenses)
  Other Revenues -                              -                              -                              N/A
  Interest Income 1,950                     2,498                     1,950                     From budget
  Interest Expense (1,400)                    (1,585)                    (1,128)                    From amortization schedule
Total Nonoperating Revenues (Expenses) 550                         913                         822                         

Change in Net Position before Contributed 
Capital 122,943                 105,362                 57,418                   

Capital Contributions & Grants -                              41,567                   -                              N/A
Insurance Recoveries -                              9,957                     -                              N/A

Change in Net Position 122,943                 156,885                 57,418                   
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Exhibit 3

Collinwood, Tennessee  - Projected Statements of Revenues and Expenses and Changes in Net Position
Water & Sewer Fund

Projected Projected Projected Projected Projected
6/30/2023 6/30/2024 6/30/2025 6/30/2026 6/30/2027

Operating Revenues:
  Charge for Services 647,031                647,031                647,031                647,031                647,031                
  Water Maintenance Fee 42,660                   42,660                   42,660                   42,660                   42,660                   
  Other 22,201                   22,201                   22,201                   22,201                   22,201                   

Total Operating Revenues 711,892                711,892                711,892                711,892                711,892                

Operating Expenses:
  Personnel Services 186,586                193,117                197,944                201,903                205,941                
  Contracted Services 16,275                   16,845                   17,266                   17,611                   17,963                   
  Other Administrative 48,635                   50,337                   51,596                   52,628                   53,680                   
  Utilities 61,769                   63,931                   65,529                   66,840                   68,177                   
  Materials & Supplies 53,122                   54,981                   56,356                   57,483                   58,633                   
  Repairs & Maintenance 102,543                106,132                108,785                110,961                113,180                
  Depreciation & Amortization 186,366                186,366                186,366                186,366                186,366                

Total Operating Expenses 655,296                671,709                683,842                693,792                703,940                

Operating Income (Loss) 56,596                   40,183                   28,050                   18,100                   7,952                     

Nonoperating Revenues (Expenses)
  Interest Income 1,950                     1,950                     1,950                     1,950                     1,950                     
  Interest Expense (1,128)                   (933)                       (731)                       (522)                       (307)                       
Total Nonoperating Revenues (Expenses) 822                        1,017                     1,219                     1,428                     1,643                     

Change in Net Position before Suggested Rate 
Increase 57,418                   41,200                   29,269                   19,528                   9,595                     

  Revenue from Suggested Rate Increase N/A 25,571                   31,326                   38,550                   47,726                   

Change in Net Position 57,418                   66,771                   60,595                   58,078                   57,321                   
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Exhibit 3

NOTE: For FY23, operating expenses were increased by 3.5% for inflation, FY24, 2.5% for inflation, FY25 and FY26, 2% for inflation. All expenses

were increased by these percentages with the exception of depreciation expense and interest expense. Depreciation expense increased with

new depreciation from 5-year capital plan.  Interest expense is from the amortization schedule. 
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Exhibit 4

Collinwood, Tennessee - Future Rate Increases

FY 23-24 FY 24-25 FY 25-26 FY 26-27
WATER
Inside City Limits 
  0 - 2,000 gallons $19.25 $19.30 $19.40 $19.50
  Over 2,000 gallons $10.15 / 1,000 $10.15 / 1,000 $10.25 / 1,000 $10.50 / 1,000

Outside City Limits
  0 - 2,000 gallons $26.20 $26.25 $26.35 $26.45
  Over 2,000 gallons $18.70 / 1,000 $18.70 / 1,000 $18.75 / 1,000 $19.00 / 1,000

SEWER
Residential
  0 - 2,000 gallons $23.25 $23.45 $23.45 $23.55
  Over 2,000 gallons $8.50 / 1,000 $8.75 / 1,000 $9.00 / 1,000 $9.25 / 1,000

Commercial
  0 - 2,000 gallons $39.45 $39.65 $39.65 $39.75
  Over 2,000 gallons $11.25 / 1,000 $11.50 / 1,000 $11.75 / 1,000 $12.00 / 1,000

Water Maintenance Fee $5.00 per customer $5.25 per customer $5.50 per customer $5.50 per customer
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Exhibit 5

Projected Projected Projected Projected Projected
6/30/2023 6/30/2024 6/30/2025 6/30/2026 6/30/2027

Beginning Balance 753,448          991,310          1,173,758       1,383,073       1,582,440         

Sources of Funds
  Charge for Services 647,031          647,031          647,031          647,031          647,031             
  Water Maintenance Fee 42,660             42,660             42,660             42,660             42,660               
  Other 22,201             22,201             22,201             22,201             22,201               
  Interest Income 1,950               1,950               1,950               1,950               1,950                 
  Grant Revenue 220,000          41,000             -                       -                       -                          

  Total Sources of Funds 933,842          754,842          713,842          713,842          713,842             

Uses of Funds
  Operating Expenses 655,296          671,709          683,842          693,792          703,940             
  Depreciation (186,366)         (186,366)         (186,366)         (186,366)         (186,366)            
  Capital Outlay 220,000          80,000             -                       -                       -                          
  Interest Paid on Debt 1,128               933                  731                  522                  307                     
  Principal Paid on Debt 5,922               6,118               6,320               6,528               6,744                 

  Total Uses of Funds 695,980          572,394          504,527          514,476          524,625             

Ending Balance 991,310          1,173,758       1,383,073       1,582,440       1,771,657         

NOTE:  This synopsis from beginning funds to ending funds does not include accounts receivable, accounts 
payable, fixed asset or any other adjustments made to the balance sheet.  This is a "cash basis" summary.

Collinwood, Tennessee  - Water & Sewer Fund - Projected Cash & Investment  
Schedule

163



Exhibit 6

Collinwood, Tennessee - Inside /  Outside Analysis

Water Fund 6/30/2022 Inside Outside Allocation Explained
Operating Revenues:
  Charge for Services 471,434       297,003        174,431        % Based on Revenue
  Water Maintenance Fee 42,660          31,080           11,580           % on Customers
  Other 22,201          13,987           8,214             % Based on Revenue

Total Operating Revenues 536,295       342,070        194,225        

Operating Expenses:
  Personnel Costs 143,536       104,573        38,963           % Based on Customers
  Contracted Services 11,577          8,734             2,843             % Based on Gallons
  Other Administration 26,646          20,102           6,544             % Based on Gallons
  Utilities 52,566          39,657           12,909           % Based on Gallons
  Materials & Supplies 63,249          47,716           15,533           % Based on Gallons
  Repairs & Maintenance 108,541       79,078           29,463           % Based on Customers
  Depreciation 87,689          56,998           30,691           % Based on Lines of Pipe

Total Operating Expenses 493,804       356,859        136,945        

Operating Income (Loss) 42,491          (14,789)         57,280           

Nonoperating Revenues (Expenses)
  Interest Income 2,327            1,695             632                % Based on Customers
Total Nonoperating Revenues (Expenses) 2,327            1,695             632                

Change in Net Position before 
Contributed Capital 44,818          (13,093)         57,911           

Capital Contributions / Grants 65,733          47,890           17,843           % Based on Customers

Change in Net Position 110,551       34,797           75,754           

Allocations based on % of Revenue Calculated
  Water Sales - Inside 337,866$     63.00%
  Water Sales  Outside 198,429$     37.00%

536,295$     100.00%

Allocations based on % of customers
  Water - Inside 518 72.86%
  Water - Outside 193 27.14%

711 100.00%

Allocations based on gallons sold
  Water - Inside 23,959,775  75.44%
  Water - Outside 7,799,334    24.56%

31,759,109  100.00%

Allocations based on lines of pipe
  Water - Inside 26                 65.00%
  Water - Outside 14                 35.00%

40                 100.00%

WATER
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ORDINANCi'N0.021422 

An Ordinance Increasing Service Connection Fees (tap fees) for Water, Wastewater, and Natural Gas 
Service. 

Whereas, the City of Collinwood is required by State law to operate utilities as an enterprise fund where 
sufficient user rates are charged to pay the capital and operating cost of the utility; 

Whereas, the City of C_ollinwood operates water, wastewater, and natural gas as enterprise funds; and 

Whereas, present rates are insufficient to pay for the capital and operating costs of°the water, 
wastewater, and natural gas enterprise funds; now therefore · 

Be It Ordained by the City of Collinwood, Tennessee: 

Section 1. 

(A.) The service connection fee for residential¾" AMR water service is increased from $500.00 
to $625.00. ··· 

(B . .) The service connection fee for a 1" AMR water meter hook-up is $875.00. 
(C.) The service connection fee for a 2" AMR water rrieter set is $2000.00. 
(D.) The service connection fee for a 275 gas meter set will remain at $650.00. 
(E.) The service connection fee for a 415 gas meter set is $700.00 plus the cost of the meter. 
(F.) The service connection fee for free flow wastewater service will remain at $750.00. 
(G.) The service connection fee for wastewater service with pump is $1,500.00. ( * Based ori 

pump cost of $700.00. Pump cost over $700.00 will be added to the $1500.00) 

Section 2. 
The service connection fees for water, wastewater, and natural gas shall become effective on 
March 15, 2022. 

Section 3. 
This ordinance shall be effective upon its final passage, the public welfare requiring it. 

Section 4. 
Any ordinance provisions or municipal code provisions in conflict with the herein provisions of 
this ordinance are repealed. 

Passed 1st reading ft:£>12/J.t,(,r~ J'-/, 2022. 

Passed 2nd reading _______ __, 2022. 

Glenn Brown, Mayor 

Exhibit 7
165



City of Collinwood 
Tennessee 

Debt Policy 

The purpose of this debt policy is to e&ablish a set of parameters by which debt 
obligations will be undertaken by the City of Collinwood, TN. This policy 
remforces the commitment of the City and its officials to manage the :financial 
affairs of the City so as to minirofae risks, avoid conflicts of interest and ensure 
transparency while still meeting the capital needs of the City. A debt 
management policy signals to the public and the rating agencies that the City is 
using a disciplined and defined approach to financing capital needs and fulfills 
the requirements of the State of Tennessee regarding the adoption of a debt 
management policy. 

The goal of this policy is to assist decision makers in planning, issuing and 
managing debt obligations by providing clear direction as to the steps, substance 
and outcomes desired. In addition, greater stability over the long-term will be 
generated by the use of consistent guidelines in issuing debt 

Definition of Debt: All obligations of the City to repay, with or without interest, 
in installments and/ or at a later date, some amount of money utilized for the 

._, purchase, construction, or operation of City resources. This includes but is not 
limited to notes, bond issues,_ capital leases, and loans of any type (wheth:er from 
an outsi.de source such as a bank or from another intemalfim.d). 

�roval of Debt: Bond anticipation notes, capital outlay notes, grant 
anticipation notes, and tax and revenue anticipation notes will be submitted to 
the State of Tennessee Comptroller's Office and the City Board of Commissioners 
prior to issuance or entering into the obligation. A plan for refunding debt issues 
will also be submitted to the Comptroller's Office prior to issuance. Capital or 
equipment leases may be entered.into by the City Board of Commissioners; 
however, details on the lease agreement will be forwarded to the Comptroller's 
Office on the specified form within 45 days. 

Trans.narency: 

• The City shall comply with legal requirements for notice and for
public meetings related to debt issuance.

• All notices shall be posted in the customary and required
posting locations, including as required local newspapers,
bulletin boards, and websites.

• All costs (including principal, interest, issuance, continuing,
and one-time) shall be clearlypresented and disclosed to the

I 
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   Exhibit 9 

Ordinance No. ####### 

An Ordinance Authorizing Leak Adjustments for Water and Sewer Customers of the City 
of Collinwood, Tennessee  
 
 Whereas, the Town Council desires to have a fair, consistent and equitable procedure to 
adjust high water and sewer bills caused by leak on the customer’s side of the Town’s water 
meter.  
 
 Be It Ordained by Town Council of the Town of Tellico Plains, Tennessee, that the 
following policy be adopted for the adjustment of high water and sewer bills caused by a leak on 
the customer’s side of the meter as a new Section _____ to the Tellico Plains Municipal Code.   

 
__________.   Leak Adjustments  

 
(1) The customer is responsible for paying for all metered water usage at the 

customer’s service address and for paying all sewer charges based upon metered water usage.  
Customers are responsible for keeping their plumbing repaired and in good working order.     

 
(2) To qualify for a leak adjustment, the following conditions must be met.   
 

(a) Water loss from a leak must result in a monthly water bill which is at least 
one and half times more than the customer’s average monthly water bill for the 
previous 12 months.  The month in which the leak occurred shall be excluded. 
When a customer does not have 12 months of water usage history, the customer’s 
average monthly water bill will be based upon the customer’s average water bill 
for the number of full months the customer has actually received water service at 
the service address.   
 
(b) The customer must locate and timely repair the water leak which must be 
verified by the Town.  The repair may be verified one of the following methods. 
 

(i) The customer must present the City with an affidavit or written   
statement from a plumber that the leak has been located and repaired. 
 
(ii) The customer provides a copy of an invoice for the materials used 
to fix the leak and verifies that the customer fixed the leak. 
 
(iii) A Town employee is able to verify that the customer was able to 
repair the leak.    

  
(c) A leak must be repaired within 30 days of the due date of the bill which 
shows the customer has a water leak.  When a customer is notified of a leak by 
the Town, the leak must be repaired within 30 days of receiving such notice.  The 
customer must submit a leak adjustment request form to the Town office which 
form can be obtained by calling the Town’s office.  
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(d) When the customer has a chronic leak, the Town may require the 
replacement of the customer’s service line before a leak adjustment is made.  
 
(e) The leak must have been concealed and not readily detectable by a 
reasonable person such as a leak in an underground water service line between 
the meter and the exterior of a building or within walls or under the floors of a 
building.     
 
(f) No leak adjustment will be made for leaks which are readily detectable by 
the customer.  These include the following:  

  
i. Leaking faucets and toilets;  
ii. Faucets, hoses and other water outlets left running;   
iii. Leaks from frozen pipes;  
iv. Water used for filling swimming pools, washing cars and irrigating 

lawns gardens; or  
v. Leaks from swimming pool systems and from irrigation systems.  

  
(g) Only one bill will be adjusted for a qualifying leak in any consecutive twelve-

month period.  The leak adjustment will only be made in the billing cycle in 
which the leak is repaired.  

  
(4) The leak adjustment for the water bill will be calculated as follows:  

  
  STEP 1:  Determine the customer’s average monthly water usage from the 
customer’s 12 preceding monthly bills, excluding the month in which the leak occurred.  
When a customer does not have 12 months of water usage history, the customer’s 
average monthly water bill will be based upon the customer’s average water bill for the 
number of full months the customer has actually received water service at the service 
address.   
  
  STEP 2:  Subtract the customer’s average monthly water usage from STEP 1 
from the total water usage included in the high bill being adjusted to establish the amount 
of the overage gallons.  
  
 STEP 3: Divide the overage gallons by two to determine the amount of 
gallons to be used to make the leak adjustment to the bill.  
 
 STEP 4: The adjusted water billing amount will include the average 
monthly bill plus the adjustment from STEP 3, plus sales tax and any other charges that 
may apply.  
 
Example:  The customer’s water usage on the high bill being adjusted is 20,000 gallons.  
The customer’s average monthly water usage is 4,000 gallons. The leak adjustment is 
computed as follows:  
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Water usage included in high bill    20,000 
Average monthly water usage      -4,000 
Overage gallons        16,000 
 
(16,000)/2 = 8,000 – Overage gallons used to make water bill adjustment 
 
(8,000)($3.00 per 1,000 gallons) = $24.00 - Adjusted bill amount of gallons   

           above average monthly water usage          
         

   (5)  When the Town determines that the water from the qualifying leak did not enter 
the Town’s sewer system, the Town will adjust the customer’s high sewer bill to the customer’s 
average sewer bill using the customer’s average monthly water usage as defined in section 4.    
 
   (6) When a high sewer bill is caused by a water leak which does not qualify for a 
water leak adjustment under section (2) and the Town determines the water from the non-
qualifying leak did not enter the Town’s sewer system, the Town will adjust the customer’s high 
sewer bill to the customer’s average sewer bill using the customer’s average monthly water 
usage as defined in section 4.    
 
   (7) In hardship cases the Town’s Mayor and Board of Aldermen may approve 
monthly installment payments for the adjusted bill not to exceed twelve (12) consecutive 
monthly installments. 
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Exhibit 10 

RESOLUTION NO. 2022-_______________ 
 
 

A RESOLUTION TO ESTABLISH A CAPITAL ASSET POLICY 
 

 WHEREAS, the City of Collinwood, Tennessee (the City) desires to formally adopt a 
capital asset policy which conforms to the manner in which the City’s fixed assets have 
historically been capitalized and recorded as capital assets in the City’s financial statements; and 
 
 WHEREAS, the City desires to establish appropriate service lives for its water system 
assets which are consistent with the directives of the Water and Wastewater Financing Board for 
municipal water systems.  
 
 NOW, THEREFORE, BE IT RESOLVED by the Mayor and Board of Alderman that: 
 
(a) Capitalization Thresholds.     City assets with an estimated useful life of more than one 
year will be capitalized when the cost of the asset is $10,000 or more.  Land and Construction in 
Progress are capitalized but not depreciated.  The costs of normal maintenance and repairs that 
do not add to the value of the asset or materially extend the life of an asset are not capitalized.  
 
(b) Asset Cost Basis.     Capital assets shall be recorded at historical cost when the cost is 
reasonably determinable.  If historical cost data is not determinable, an estimated historical cost 
will be used.   
 

(1) Actual Cost – This cost will include the purchase or construction cost (which can be 
obtained through invoice, purchase order, and paid check files) and charges necessary 
to place the asset into service at its intended location.  Such necessary costs may 
include costs such as freight and transportation, site preparation expenditures, interest 
costs, professional fees, and legal claims directly attributable to asset acquisition. 
 

(2) Estimated Cost – This cost will be based on as much documentary evidence as can be 
found to support the cost, such as interviews with vendors selling such assets, 
engineers, or other personnel and price level adjustments based on the Consumer 
Price Index for each asset. 
 

(3) Donated Cost – These assets will be based on their estimated fair market value at time 
of acquisition. A determination as to the fair market value basis will be included with 
property records. 
 

(4) Interest on Debt Issued – Interest on debt issued for the construction of an asset will 
be capitalized as part of the asset’s cost to the extent of the interest that was incurred 
during the construction period only. 
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(c) Depreciation.      
 

(1) Depreciation is a method for allocating the cost of capital assets over their useful 
lives.  Generally accepted accounting principles dictate that the value of the capital 
asset must be written off as an expense over the useful life of the asset. 

 
(2) Annual depreciation expense will be calculated using the straight-line method.  
 
(3) When the asset is disposed of, the actual date of disposal is disregarded, and the 

disposal date is the end of the month prior to the month of disposal (i.e. no 
depreciation is taken for the month of disposal).  

 
(4) The salvage value of an asset is an estimate made by management of what the value 

of an asset will be at the end of its useful life.  If the City intends to utilize a capital 
asset until it is literally worthless, a salvage value of zero (0) will be assigned. 

 
(d) Useful Lives of Capital Assets  
 

Asset Type        Useful Life in Years 
 
Land and Easements       No depreciation 
 
Infrastructure (other than water and sewer system)   40 
 
Buildings (other than water and sewer system)   20-40 
 
Improvements (other than water and sewer system)   20-40 
       
Machinery and equipment (other than water and sewer system) 5-10 
 
Furniture and fixtures (other than water and sewer system)  5-10 
 
Water System: 
 
 Buildings (Office and Plant)                                              20-50 
 Equipment and Tools                                                               3-10 
 Furniture and Fixtures                                                             3-10 
 Machinery, Equipment and Service Vehicles                       3-10 
 Pumps and Treatment Equipment                                          3-10 
 Transportation Equipment                                                    3-10 
 Water Lines and Storage                                                         20-50 
 Well / Dam                                                                              Engineer’s Estimate 
 
Sewer System: 
 
 Buildings (Office and Plant)                                              20-50 
 Equipment and Tools                                                       3-10 
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 Furniture and Fixtures                                                       3-10 
 Machinery, Equipment and Service Vehicles                     3-10 
 Pumps and Treatment Equipment                                         3-10 
 Transportation Equipment                                                        3-10 
 Wastewater (Sewer) System                                                20-50 
 
 
 

Adopted this _____ day of ________________, 2022. 
 
        

____________________________________ 
       Mayor  
Attest:  ________________________________ 
 City Recorder 

177



Wayne County Government 

September 20, 2022 

Ms. Vena Jones 

Jaime T. Mangubat, County Executive 
100 Court Circle, Suite 300 

Waynesboro, Tennessee 38485 

TN Department of Environment & Conservation 
Wm. Snodgrass Building, 12th Floor 
3 12 Rosa Parks Blvd 
Nash ville, TN 3 724 3 

RE: Transfer of ARP Funds from Wayne County to the City of Collinwood 

Dear Vena, 

As indicated by the attached resolution, Wayne County plans to transfer $2,500,027.13 of 
its state allocation of $3,437,522.73 in Tennessee Department of Environment and Conservation 
ARP funds to the City of Collinwood for improvements to the portion of the Wayne County Water 
System that Wayne County would transfer to the City of Collinwood as well as other Collinwood 
critical infrastructure needs. This transfer is contingent on the City of Collinwood agreeing to take 
ownership of the portion of the Wayne County Water System along Highway 13 South which is 
currently being supplied all its water via a wholesale connection with the City of Collinwood. The 
effective date of the transfer will be September 19, 2022 as indicated by the resolution that was 
passed by the Wayne County Commission. Additionally, Wayne County has approved the transfer 
of a portion of its ARP funds to the City of Clifton for a water treatment plant. Indicated below is 
a table indicating the transfer information: 

City of Collinwood $2,500,027.13 

City of Clifton $937,495.60 

Thank you for your consideration of our application 

Sincerely, 

Jim Mangubat 
County Executive 

Office - 931-722-3653 jim.mangubat@waynecountytn.gov Fax - 931-722-5994 
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RESOLUTION NO. WC20220919-01 

WHEREAS, funds have been authorized and appropriated by the federal American Rescue Plan Act (ARP) 

to be used for eligible drinking water, wastewater, or stormwater projects. The Tennessee Department 

of Environment and Conservation (TDEC) has been designated to administer these funds; and 

WHEREAS, ARP guidelines stipulated that "Project Owners are those entities that may execute projects. 

Project owners must operate a drinking water or wastewater system or a permitted stormwater system 

or execute a project on behalf of a drinking water or wastewater system or a permitted stormwater 

system"; and 

WHEREAS, Wayne County, at the request of the State Comptroller's Office, would like to divest itself of 

ownership of a portion of their water system; and 

WHEREAS, the City of Collinwood owns and operates a water and wastewater system that provides 

water and wastewater services to Wayne County residents; and 

WHEREAS, Wayne County desires to transfer a portion of its ARP allocation to the City of Collinwood to 

be used for much needed improvements to the portion of the Wayne County Water System that Wayne 

County would transfer to the City of Collinwood as well as other Collinwood critical infrastructure needs 

for the benefit of citizens of the City of Collinwood and Wayne County. 

NOW, THEREFORE BE IT RESOLVED, by the Wayne County Commission that 

1). Wayne County partial allocation of $2,500,027.13 be transferred to the City of Collinwood to be used 

for upgrades and improvements to the current Wayne County Water System as well as improvements to 

the Collinwood water and wastewater system as allowed by the TDEC ARP grant guidelines. 

2). By making this transfer, Wayne County is absolved of the responsibility of the application process; 

administration; reporting; or contractual agreements with engineers, contractors, administrators, and 

any other parties necessary to carry out the program for the portion of the funds transferred to the City 

of Collinwood. 

3). As a condition of this resolution, the City of Collinwood agrees to take ownership of the Wayne 

County Water System which is currently being supplied all of its water via a wholesale connection with 

the City of Collinwood. 

PASSED AND SO ORDERED THIS 19 DAY OF SEPTEMBER, 2022. 

Jim Mangubat, County Executive Stan Horton, County Clerk 
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Tennessee Association ~ \ 
of Utility Districts LJ(~)! 

Yitai for TennffSff's futu 

REPORT FOR CITY OF LOBELVILLE, 
TENNESSEE 

WATER AND WASTEWATER 
FINANCING BOARD 

ORDER DATED MAY 20, 2021 

June 23, 2022 
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INTRODUCTION 

.Description of the Lobelville Water and Sewer System 

The City of Lobelville, Tennessee (City or Lobelville) is in Perry County. The governing 
board of the City's water and sewer system is its five-member Mayor and Board of Aldermen. 
As of June 30, 2021, the City's customer base was as follows: 

Inside-City 456 customers 
Outside-City 919 customers 

Sewer 258 (all inside the city) 

The City gets its raw water supply from the Buffalo River and operates a water treatment 
plant with a design capacity of 1.0 MGD. The City operates a wastewater treatment plant with a 
design capacity of 0.113 MGD and is authorized to discharge lagoon treated municipal 
wastewater from the plant into the Buffalo River. 

The City was referred to the Water and Wastewater Financing Board (WWFB) upon the 
submission of its audit for its fiscal year ending June 30, 2020, because it met the statutory 
definition for a financially distressed municipal water and sewer system. The system had a 
negative change in net position for two consecutive years without regard to any grants or capital 
contributions for its fiscal years ending June 30, 2019 and June 30, 2020. 

The City's water and sewer fund had a negative change in net position of ($88,087) for its 
fiscal year ending June 30, 2020. The City's water and sewer fund had a positive change in net 
position of $142,495 for its fiscal year ending June 30, 2021. 

Histon> of Rates and Existing Rate Structure 

Since the City was referred to the WWFB, the City has implemented two increases in water 
and sewer rates. One became effective on November 1, 2020, and the second became effective on 
July 1, 2021. The City's current rates for water and sewer service are set forth below. The City 
does not provide sewer service outside of its municipal limits. 

Water Rates 

Inside - City 

Minimum Bill (includes 2,000 gallons): 

5/8 inch meter 
1 inch meter 
2 inch meter 

2 

$ 21.28 
$ 48.62 
$155.58 
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Usage rate 

Outside - City 

$7.28 per 1,000 gallons 

Minimum Bill (includes 2,000 gallons): 

5/8 inch meter $ 42.68 
$ 76.84 
$245.86 

1 inch meter 
2 inch meter 

Usage rate 

Sewer Rates 

$8.32 per 1,000 gallons 

Sewer rates are the same as the inside-city water rates: 

Minimum Bill (includes 2,000 gallons): 

5/8 inch meter 
1 inch meter 
2 inch meter 

Usage rate 

$ 21.28 
$ 48.62 
$155.58 

$7.28 per 1,000 gallons 

The water bill for an inside-city customer with a 5/8 inch meter using 5,000 gallons of 
water a month before the two rate increases was $39.17. The water bill for this customer after 
the two rate increases was $43.12. This represented a 9.1 % in the customer's monthly water bill. 

The water bill for an outside-city customer with a 5/8 inch meter using 5,000 gallons of 
water a month before the two rate increases was $63.03. The water bill for this customer using 
5,000 gallons of water a month after the two rate increases was $67.64. This represented a 6.8% 
in the monthly water bill. 

The minimum bill for an outside-city customer with a 5/8 inch meter is more than double 
the rate of the minimum bill for an inside-city customer with a 5/8 inch meter. 

The minimum bills for outside-city customers with larger meters are 63% higher than the 
minimum bills for inside-city customers with larger meters. 

The balance of the Cash and Investments accounts of the water and sewer fund as of July 
1, 2021, was $1,231,313. 
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\Vater and Wastewater Financing Board Order 

On May 20, 2021, the Water and Wastewater Financing Board (WWFB) issued an order 
directing the City of Lobelville do the following items. 

1) The City was directed to hire a qualified expert to perform a rate study to include the 
following items: 

• a review of the debt management policy; 
• a justification for the differing rates classes, or if no justification is possible, 

recommendations for an appropriate rate structure; 
• creation of a capitalization policy; 
• creation of a five-year capital asset plan; 
• creation of a plan to address infiltration and inflow; 
• a review of the leak adjustment policy; 
• a review of connection, reconnection, and tap fees; and 
• creation of a plan to resolve its sewer capacity issues. 

2) By June 7, 2021, the City shall send Board staff a copy of the contract between the City 
and the qualified expert who is to perform the tasks in paragraph 1. 

3) By November 1, 2021, the City shall send Board staff proof that all members of the utility 
systems' governing body have complied with the training requirements set forth in Tenn. 
Code Ann. 7-34-llSG). 

4) Board staff is given the authority to grant one extension for up to six months of the 
foregoing deadlines upon a showing of good cause by the City. 
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RECOMMEND A TIO NS 

Recommendation #1 

The City needs to adopt the Five-Year Capital Asset Plan attached as Exhibit 2. 

Recommendation #2 

TADD does not recommend any changes in the City's monthly sen1ice rates for water and sewer 
services. 

Recommendation #3 

The outside-of-city customers appear to be over-recovering the cost of providing water service to 
the outside-of-city customers. When the City needs additional revenue in the future, it should 
consider narrowing the rate differential between the inside-city and outside-city water rates to 
address this over-recovery. 

Recommendation #4 

The City's current tap fees do not appear to be covering the cost of installing new water and 
sewer taps. Water and sewer tap fees for outside-of-city customers are double the fees for inside­
of-city customers. No cost justification exists for this differential. TADD recommends the City 
adopt the following tap fees for all customers: 

Water $1,800 
Plus $250 when a road bore is required 

Sewer $1,500 

5 
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FIVE YEAR CA PIT AL ASSET PLAN 

The City's consulting engineer, Jim Hilborn, provided TAUD with the City's plans to 
address the City's sewer capacity issues and its problems with inflow and infiltration which is 
attached as Exhibit 1. 

T AUD prepared a Five-Year Capital Asset Plan based upon the report provided by the 
City's engineer, Jim Hilborn, and information provided by the City for a water loss project which 
was used in the TAUD financial projections. The City plans to fund these projects with 
American Rescue Plan funds. 

The City should adopt the Five-Year Capital Asset Plan attached to this Report as 
Exhibit 2. 

RA TE STUDY AND PROPOSED PLAN OF ACTION 

To determine whether existing rates will produce sufficient revenues to make the City's 
water and sewer system self-supporting, TAUD first projected a Statement of Revenues and 
Expenses and Changes in Net Position for the City's water and sewer fund for its fiscal year 
ending June 30, 2022, to use as its test year. Revenues were projected using existing rates for the 
five-year projection period. 

TAUD projected operation and maintenance expenses and debt service payments for the 
test year by: (1) reviewing historical information from the five previous years; (2) reviewing the 
City's budget for its water and sewer fund for its fiscal year ending June 30, 2022; and (3) 
considering any known and anticipated changes during the test year based upon discussions with 
the City. See Exhibit 3 attached to this Report. 

Then, TAUD projected Statements of Revenues and Expenses and Changes in Net 
Position for the City's water and sewer fund for its fiscal years ending June 30 of 2023, 2024, 
2025, and 2026. See Exhibit 4 attached to this Report. 

Revenue Projections: 

• Water and sewer revenues (metered sales) for the test year, were projected by taking the 
City's actual annual water usage reports as of June 30, 2021, and applying the City's 
water and sewer rates in effect on July I, 2021, to this actual usage. 

• Tap and installation revenue for the test year was projected using the average of this 
revenue from the past two fiscal years. 

• The City has experienced some growth in its water customers over the last couple of 
years. Therefore, projections for the water revenues for the remaining four years of the 
five-year projection period assume an annual increase in 50 customers per year with an 
average bill of $50 per month for a total of $30,000 each year. 
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• Interest income was projected using the City's budget for its fiscal year ending June 30, 
2022. 

Expense Proiections: 

• Salaries for the test year was projected to be $189,545 which was less than the previous 
two years which reflects the retirement of a full-time employee who was replaced by a 
part-time employee in 2021. 

• The following operating expenses for the test year were projected based upon the average 
of these operating expenses from the past two fiscal years ending June 30, 2020 and June 
30, 2021: 

Professional services 
Utilities 
Repairs and maintenance 
Insurance 
Miscellaneous 

• The following operating expenses for the test year were projected based the City's budget 
for these expenses for the fiscal year ending June 30, 2022: 

Employee benefits 
Vehicle expenses 
Supplies 
Dues and subscriptions 
Training 

• Depreciation for the test year was based upon the depreciation used for the City's fiscal 
year ending June 30, 2021. 

• Interest expense for the test year was based upon the City's budget for its fiscal yar 
ending June 30, 2022. 

• All operating expenses except depreciation were projected to increase for the remaining 
four years of the five-year projection period due to inflation using the following rates: 

Fiscal year ending June 30, 2023 3.5% 
Fiscal year ending June 30, 2024 2.5% 
Fiscal year ending June 30, 2025 and 2026 2.0% 

• Annual depreciation expenses for the remaining four years of the five-year projection 
period are projected based upon the City's existing fixed asset schedule and on the new 
capital assets included in the capital asset plan during the five-year projection period. 
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• Interest expense during the five-year projection period is based on the debt amortization 
schedules of existing debt. 

Revenue Sufficiency and Rate Modifications Required 

TAUD projects that the City's water and sewer fund will have a positive change in net 
position of $146,351 for the test year ending June 30, 2022, not including capital contributions 
and grant revenue. The operating ratio for the water and sewer fund will be 1.2 for the test year. 
Based upon TAUD's projections, the City's water and sewer fund will continue to have a 
positive change in net position for the remaining four years in the five-year projection period and 
will continue to have an operating ratio in the 1.2% range. Therefore, TAUD does not 
recommend any water and sewer rates increases for the City. 

Most of the expenses projected during the five-year projection period assume a specific 
annual rate of inflation. The current high level of inflation may affect these annual inflation rate 
assumptions. Therefore, the City will need to review its current rates annually as a part of the 
budgetary process each year to ensure that rates recommended will continue to produce 
sufficient revenues to give the water and sewer fund a positive change in net position in future 
fiscal years. 

Projected Cash and Investments Schedule 

TAUD projects the water and sewer fund should have a cash and investments balance of 
$2,927,181 as ofJune 30, 2026. The Water and Sewer Fund- Projected Cash and Investments 
Balance Schedule is attached as Exhibit 5. 

JUSTIFICATION FOR DIFFERING RA TE CLASSES 

The only rate classes the City has are inside-city and outside-city water rate classes. The 
City has the same usage rates for residential, commercial, and industrial customers. Due to the 
limited number of commercial and industrial customers, the revenue produced by the higher 
minimum bill rates for larger meters is immaterial to the City's overall water revenues. TAUD 
has allocated the revenues and expenses of its water system between its inside and outside city 
customers. See Exhibit 6 attached to this Report. 

The City has almost 50% more outside-of-city customers than it has inside-of-city 
customers. The outside-of-city customers appear to be over-recovering the cost of providing 
water service to the outside-of-city customers. Currently, the City does not need any additional 
revenue, and no rate changes are recommended. When the City needs additional revenue in the 
future, it should consider narrowing the rate differential between the inside-city and outside-city 
water rates to address this over-recovery. 
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CAPITALIZATION POLICY 

The City was not able to locate a resolution or other action which set forth its 
capitalization policy. The City should adopt a resolution which incorporates the capitalization 
cost thresholds and service lives the Town currently uses for all capital assets as described in its 
annual audits, except for its water and sewer system assets. The City's capitalization policy 
should include the service lives for its water and sewer system using the recommended service 
lives adopted by the WWFB for municipal water and sewer systems. TAUD prepared a 
suggested resolution which the City can adopt to establish this recommended capitalization 
policy which is attached as Exhibit 7 to this Report. 

TAP FEES AND OTHER FEES 

Tap Fees 

The City's current tap fees are as follows: 

Water- Inside $ 800 
Water- Outside $1,600 
Plus $250 when a road bore is required 

Sewer -Inside 
Sewer - Outside 

$ 800 
$1,600 

TAUD recommended that the Board review the average material and labor costs it incurs 
in installing water and sewer taps to ensure the current tap fees are covering the cost of making 
taps. The Board estimated the labor and material costs it incurs to install its water and sewer taps 
which are set forth in Exhibits 8 and 9 attached to this Report. 

The City's current water tap fees do not appear to be covering the cost of installing new 
water taps. The City estimates that the cost of installing a residential water tap is approximately 
$1,800. The City incurs the same cost in installing a water tap inside the city as outside the city. 
Therefore, TAUD recommends that the City increase its water tap fee for all customers to $1,800 
and that the City continue to add $250 for any new water tap which requires a road bore. 

The City' s current sewer tap fees do not appear to be covering the cost of installing new 
sewer taps. The City estimates that the cost of installing a sewer tap is approximately $1,400. 
The City incurs the same cost in installing a sewer tap inside the city as outside the city. 
Therefore, TAUD recommends that the City adopt a sewer tap fee of $1,500 for all customers. 

Connection Fees 

The Town's current connection and reconnection are as follows: 

Water service fee (connection fee)- Property owners $ 50 
Water service fee ( connection fee) - Renters $100 

9 

189



Reconnection fee (normal business hours) 
Reconnection fee ( after normal business hours 

$ 50 
$100 

At a minimum, a connection fee should cover the labor and administrative cost of 
establishing new service for a customer. These costs should attempt to cover a customer service 
employee meeting with the applicant or talking with the applicant by phone, reviewing the 
application for service, and processing the connection fee payment and tap fee payment, if 
applicable. A field employee must travel to the service address to verify the initial meter reading 
for the new account and to tum on the meter. The $50 connection fee appears to cover the labor 
and administrative costs incurred to sign up a new customer for service. 

The City charges rental customers a water service fee of $100. The City informed TAUD 
that it experiences significantly higher uncollectible accounts for rental customers than non­
rental customers. The City has a higher number ofuncollectible accounts for rental customers 
than property owner customers and experiences higher delinquent balances from rental 
customers whose move away without making final payments. Using the higher water service fee 
to create revenue to offset the higher uncollectible accounts of rental customers is reasonable. 

Similarly, the reconnection fee to reinstate service after termination of service for 
nonpayment or other reasons should cover the labor and administrative cost of reinstating service 
both in the office and in the field. The current re-connection fee of $50 appears to cover the time 
spent by office personnel on a service termination and the cost of two trips to the service address, 
one trip to tum off water service for nonpayment and a second trip to tum service back on after 
payment is received. The reconnection fee of $100 charged for a reconnection after business 
hours is appropriate in light of overtime generally required to be paid for a field employee to 
reconnect service after hours. 

LEAK ADJUSTMENT POLICY 

TAUD reviewed the City's water and sewer leak adjustment policy which are attached as 
Exhibit 10. When a utility reduces a customer's water or sewer bill due to a water leak, the 
remaining customers of the utility are subsidizing the cost of the leak. Therefore, the amount of 
any leak adjustment should reflect a fair and reasonable sharing of the loss ofrevenue resulting 
from a leak adjustment. The terms and conditions of the City's leak adjustment policies appear 
to be reasonable. 

DEBT MANAGEMENT POLICY 

The City adopted a new debt management policy on April 5, 2016, which is attached as 
Exhibit 11 to this Report. The debt management policy includes the provisions recommended 
by the State Funding Board for public entities. Therefore, no action needs to be taken on the 
City's debt management policy. 
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Exhibit 1 

July 7, 2021 

Cristal Odom 
City Recorder 
City of Lobelville 
55 South Main Street 
Lobelville, 1N 37097 

RE: Lobelville Sewer Correction Plan 
NPDES Permit# TN0020818 

Dear Cristal: 

The "Order" from the Tennessee Water and Wastewater Financing Board, dated April 29, 2021, directed 
the city (in paragraph 1. H), "to create a plan to address the sewer capacity issues". After discussing the 
options, the city felt it was in their best interest to apply for a 2022 CDBG grant. The grant applications 
are typically submitted in February (2022) and recipients are normally announced the following 
September (2022). Construction would typically occur in the following summer of 2023. The city has 
applied in past years requesting $400,000 and matching with $100,000 of local funds. The City could 
apply for this grant every two (2) years. 

The City has already undertaken preliminary steps to address the sewer capacity issues from infiltration 
and inflow (I/I) by planning for possible funding of construction projects. 

Previous planning efforts that have taken place to reduce I&I have included mapping, identification, and 
a plan for sewer rehabilitation in the form of construction. 

• 

• 

• 

• 

Mapping - The City has updated the map of the sewer system to create a data base of available 
information and this map is being updated by GRW Engineers as improvements and additional 
information is obtained. 
Identification - The City has taken and recorded flows during a storm event to identify areas of 
extensive I&I. In additional the City of Lobelville has utilized a camera borrowed from a 
neighboring City to further investigate areas of concern. 
Construction - Using the data obtained, the City will utilize the available funds to further 
investigate, and repair needed areas. 
The city has prioritized and identified, through visual inspection during rain events, areas they 
would like to focus on. 

Previous I&I Reduction Projects 

The 2015 CDBG I&I Sewer System Rehabilitation Project addressed l&I issues by providing 
approximately; 4,500 L.F. of CCTV inspection; lining 2,700 L.F. of sewer line, and addressing other 
related items. The total cost of this project was approximately $403,800 of which the city provided 
approximately $62,000. This project was completed in January of 2017. 
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Engineers . Architects . Planners 

To continue the work found in the inspection phase of the 2015 project the city plans to apply for a 2022 
CDBG project requesting approximately $400,000 in assistance from CDBG and obligating $100,000 
for a total project cost of $500,000. 

If you have any question or need additional information, please let me know. 

Sincerely, 

/~#-th 
Jim Hilborn, P .E., 
GRW Engineering, Inc., 
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Sewer Rehab 

Water Loss Project 

Total 

Cumulative Depreciation 

Total Capital Outlay & Depreciation 

Source of Funds 

Loans 

Grants 

Cash 

Total Funding Sources 

Lobelville, Tennessee - Water & Sewer Fund 

Five Year CaQital Asset Plan 

6/ 30/ 2022 6/ 30/ 2023 6/ 30/ 2024 

- - 250,000 
- 150,000 

- - 400,000 

- - -

- - 400,000 

- - 400,000 

- - 400,000 

Exhibit 2 

6/ 30/ 2025 6/ 30/ 2026 

250,000 
165,000 

415,000 

20,375 20,375 

435,375 20,375 

415,000 

415,000 
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Exhibit 3 

Lobelvillei Tennessee - Test Year 
Water & Sewer Fund City Last 2 Year Recalculated 

Budget Average Budget for 21-22 ~la nation 

Operating Revenues: 

Metered Sales 966,510 894,992 954,438 Calculated from usage reports using new rates 

Tap & Installation Revenue 25,500 58,830 58,830 Used 2 year average 

Other Revenue 3,250 - Never had this, one time event 

Total Operating Revenues 995,260 953,822 1,013,268 

Operating Expenses: 

Salaries 179,250 247,307 184,070 Used 2021, employee retired, replaced by part time. 

Employee Benefits 89,482 95,278 89,482 Used budget 

Professional Services 32,975 50,942 50,942 Used 2 year average 

Utilities 39,080 50,413 50,413 Used 2 year average 

Repairs & Maintenance 78,742 97,579 97,579 Used 2 year average 

Vehicle Expenses 9,580 8,276 9,580 Used budget 

Supplies 97,200 98,626 97,200 Used budget 

Insurance 15,500 16,283 16,283 Used 2 year average 

Rent 12,000 - This fund was paying rent to GF, but is no longer 

Dues & Subscriptions 1,400 1,297 1,400 Used budget 

Training 1,500 1,856 1,500 Used budget 

Miscellaneous 10,680 135 135 Used 2 year average 

Depreciation 245,124 245,124 245,124 Same for both, doubled water plant capacity in 2020 

Total Operating Expenses 800,513 925,113 843,708 

Operating Income (Loss) 194,747 28,709 169,560 

Nonoperating Revenues (Expenses) 

Interest Expense (23,327} (23,376) (26,459) From amortization schedule 

Interest Income 3,250 3,327 3,250 From budget 

State Reimbursements 18,545 - N/A 

Total Nonoperating Revenues (Ex1 (20,077) (1,505) (23,209) 
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Change in Net Position before 

Contributed Capital 

Capital Contributions & Grants 

Change in Net Position 

174,670 

50,000 

224,670 

Exhibit 3 

27,204 146,351 

23,399 

50,603 146,351 
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Lobelvillei Tennessee - Projected Statements of Revenues and Exeenses and Changes in Net Position 
Water & Sewer Fund 

Operating Revenues: 
Metered Sales 

Metered Sales -new customers 

Tap & Installation Revenue 

Total Operating Revenues 

Operating Expenses: 
Salaries 

Employee Benefits 

Professional Services 

Utilities 

Repairs & Maintenance 

Vehicle Expenses 

Supplies 

Insurance 

Dues & Subscriptions 

Training 

Miscellaneous 

Depreciation 

Total Operating Expenses 

Operating Income (Loss) 

Nonoperating Revenues (Expenses) 
Interest Expense 

Interest Income 

Total Nonoperating Revenues (Expenses) 

Projected 
6/ 30/ 2022 

954,438 

-
58,830 

1,013,268 

184,070 

89,482 

50,942 

50,413 

97,579 

9,580 

97,200 

16,283 

1,400 

1,500 

135 

245,124 

843,708 

169,560 

{26,459) 

3,250 
(23,209) 

Projected 
6/ 30/ 2023 

954,438 

30,000 

58,830 

1,043,268 

190,512 

92,614 

52,725 

52,177 

100,994 

9,915 

100,602 

16,853 

1,449 

1,553 

140 

245,124 

864,658 

178,610 

(25,966) 

3,250 
(22,716) 

Projected 
6/ 30/ 2024 

954,438 

60,000 

58,830 

1,073,268 

195,275 

94,929 

54,043 

53,482 

103,519 

10,163 

103,117 

17,274 
1,485 

1,591 

143 

245,124 

880,147 

193,121 

(25,460) 

3,250 
(22,210) 

Projected 
6/ 30/ 2025 

954,438 

90,000 

58,830 

1,103,268 

199,181 

96,828 

55,124 

54,552 

105,590 

10,366 
105,179 

17,620 
1,515 

1,623 

146 

265,499 

913,222 

190,046 

(24,939) 

3,250 
(21,689) 

Projected 
6/ 30/2026 

954,438 
120,000 

58,830 

1,133,268 

203,164 

98,764 

56,226 

55,643 

107,701 

10,574 
107,283 

17,972 

1,545 

1,656 

149 

265,499 

926,177 

207,091 

(24,404) 

3,250 
(21,154) 
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Change in Net Position before Suggested 

Rate Increase 146,351 155,894 170,911 168,357 185,937 

Revenue Generated from Suggested Rate 

Increase N/A N/A N/A N/A N/A 

Change in Net Position 146,351 155,894 170,911 168,357 185,937 

NOTE: For FY23, we increased expenses 3.5% for inflation, FY24, 2.5% for inflation, FY25 and FY26, 2% for inflation. All expenses were 

increased by these percentages with the exception of depreciation expense and interest expense. Depreciation expense increased with new 

depreciation from 5-year capital plan. Interest expense is from the amortization schedule. 

We estimated around 50 new customers each year with an average bill of $50 per month for a total of $30,000 each year cumulative. 
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Exhibit 5 

Lobelville, Tennessee - Water & Sewer Fund - Projected Cash & Investment Schedule 

Projected Projected Projected Projected Projected 

6/ 30/ 2022 6/ 30/ 2023 6/ 30/ 2024 6/ 30/ 2025 6/ 30/ 2026 

Beginning Balance 1,231,313 1,604,211 1,956,159 2,292,618 2,616,377 

Sources of Funds 

Metered Sales 954,438 954,438 954,438 954,438 954,438 

Tap & Installation Revenue 58,830 58,830 58,830 58,830 58,830 

Interest Income 3,250 3,250 3,250 3,250 3,250 

Grants 400,000 415,000 

Total Sources of Funds 1,016,518 1,016,518 1,416,518 1,431,518 1,016,518 

Uses of Funds 

Operating Expenses 843,708 864,658 880,147 913,222 926,177 

Depreciation (245,124) (245,124) (245,124) (265,499) (265,499) 

Interest Expenses 26,459 25,966 25,460 24,939 24,404 

Payment on Principal 18,577 19,070 19,576 20,097 20,632 

Sewer Rehab Projects 400,000 415,000 

Total Uses of Funds 643,620 664,570 1,080,059 1,107,759 705,714 

Ending Balance 1,604,211 1,956,159 2,292,618 2,616,377 2,927,181 

NOTE: This synopsis from beginning funds to ending funds does not include accounts receivable, accounts 

payable, fixed asset or any other adjustments made to the balance sheet. This is a "cash basis" summary. 
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LOBELVILLE, Tennessee - Inside / Outside Analysis 
WATER ONLY 

Operating Revenues: 
Metered Sales 

Tap & Installation Revenue 

Other Revenue 

Total Operating Revenues 

Operating Expenses: 
Salaries 

Employee Benefits 

Professional Services 

Utilities 

Repairs & Maintenance 

Vehicle Expenses 

Supplies 

Insurance 

Dues & Subscriptions 

Training 

Miscellaneous 

Depreciation 

Total Operating Expenses 

Operating Income (Loss) 

Nonoperating Revenues (Expenses) 
Interest Expense 

Interest Income 

Total Nonoperating Revenues (Expense! 

Change in Net Position 

Unaudited 

6/ 30/ 2021 

787,923 
40,000 
33,542 

861,465 

181,883 

93,969 
51,808 
28,825 
71,224 

6,558 

99,790 
15,279 

1,297 
1,000 

4,846 

215,725 

772,204 

89,261 

(23,327) 

1,237 
(22,090) 

67,171 

WATER 
Inside Outside 

247,321 540,602 
13,265 26,735 
11,124 22,418 

271,710 589,755 

60,319 121,564 
31,164 62,805 
17,181 34,627 
13,805 15,020 
34,112 37,112 

3,141 3,417 

47,793 51,997 
5,067 10,212 

430 867 

332 668 
2,321 2,525 

103,319 112,406 

318,985 453,219 

(47,275) 136,536 

{7,736) (15,591) 

410 827 
{7,326) (14,764) 

(54,601) 121,772 

Total 

787,923 

40,000 
33,542 

861,465 

181,883 

93,969 
51,808 

28,825 
71,224 

6,558 

99,790 
15,279 

1,297 

1,000 

4,846 

215,725 

772,204 

89,261 

(23,327) 

1,237 
(22,090) 

67,171 

Allocation ExQlained 

% Based on Usage 

% Based on Customers 

% Based on Customers 

% Based on Customers 

% Based on Customers 

% Based on Customers 

% Based on Gallons 

% Based on Gallons 

% Based on Gallons 

% Based on Gallons 

% Based on Customers 

% Based on Customers 

% Based on Customers 

% Based on Gallons 

% Based on Gallons 

% Based on Customers 

% Based on Customers 
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Exhibit 6 

Allocations based on% of customers 

Water - Inside 456 33.16% 
Water - Outside 919 66.84% 

1375 100.00% 

Allocations based on gallons sold 

Water - Inside 24,998,543 47.89% 

Water - Outside 27,197,015 52.11% 

52,195,558 100.00% 
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Exhibit 7 
RESOLUTION NO. 2022-_____ _ 

A RESOLUTION TO ESTABLISH A CAPITAL ASSET POLICY 

WHEREAS, the City of Lobelville, Tennessee (the City) desires to formally adopt a capital 
asset policy which conforms to the manner in which the City's fixed assets have historically been 
capitalized and recorded as capital assets in the City's financial statements; and 

WHEREAS, the City desires to establish appropriate service lives for its water and sewer 
system assets which are consistent with the directives of the Water and Wastewater Financing 
Board for municipal water and sewer systems. 

NOW, THEREFORE, BE IT RESOLVED by the Mayor and Board of Alderman that: 

(a) Capitalization Thresholds. City assets with an estimated useful life of three years or 
more will be capitalized when the cost of the asset is $5 000 or more. Land and Construction in 
Progress are capitalized but not depreciated. The costs of normal maintenance and repairs that do 
not add to the value of the asset or materially extend the life of an asset are not capitalized. 

(b) Asset Cost Basis. Capital assets shall be recorded at historical cost when the cost is 
reasonably determinable. If historical cost data is not determinable, an estimated historical cost 
will be used. 

(1) Actual Cost - This cost will include the purchase or construction cost (which can be 
obtained through invoice, purchase order, and paid check files) and charges necessary 
to place the asset into service at its intended location. Such necessary costs may include 
costs such as freight and transportation, site preparation expenditures, interest costs, 
professional fees, and legal claims directly attributable to asset acquisition. 

(2) Estimated Cost - This cost will be based on as much documentary evidence as can be 
found to support the cost, such as interviews with vendors selling such assets, 
engineers, or other personnel and price level adjustments based on the Consumer Price 
Index for each asset. 

(3) Donated Cost - These assets will be based on their estimated fair market value at time 
of acquisition. A determination as to the fair market value basis will be included with 
property records. 

( 4) Interest on Debt Issued - Interest on debt issued for the construction of an asset will be 
capitalized as part of the asset's cost to the extent of the interest that was incurred during 
the construction period only. 
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( c) Depreciation. 

(1) Depreciation is a method for allocating the cost of capital assets over their useful lives. 
Generally accepted accounting principles dictate that the value of the capital asset must 
be written off as an expense over the useful life of the asset. 

(2) Annual depreciation expense will be calculated using the straight-line method. 

(3) When the asset is disposed of, the actual date of disposal is disregarded, and the 
disposal date is the end of the month prior to the month of disposal (i.e. no depreciation 
is taken for the month of disposal). 

(4) The salvage value of an asset is an estimate made by management of what the value of 
an asset will be at the end of its useful life. If the City intends to utilize a capital asset 
until it is literally worthless, a salvage value of zero (0) will be assigned. 

(d) Useful Lives of Capital Assets 

Asset Type 

Land and Easements 

Infrastructure ( other than water and sewer system) 

Buildings ( other than water and sewer) 

Useful Life in Years 

No depreciation 

40-50 

10-50 

Furniture, machinery and equipment (other than water and sewer) 5-10 

Water System: 

Buildings (Office and Plant) 
Equipment and Tools 
Furniture and Fixtures 
Machinery, Equipment and Service Vehicles 
Pumps and Treatment Equipment 
Transportation Equipment 
Water Lines and Storage 
Well/ Dam 

2 

20-50 
3-10 
3-10 
3-10 
3-10 
3-10 

20-50 
Engineer's Estimate 

202



Sewer System: 

Buildings (Office and Plant) 
Equipment and Tools 
Furniture and Fixtures 
Machinery, Equipment and Service Vehicles 
Pumps and Treatment Equipment 
Transportation Equipment 
Wastewater (Sewer) System 

Adopted this __ day of ______ , 2022. 

Mayor 
Attest: ------ --------

City Recorder 

3 

20-50 
3-10 
3-10 
3-10 
3-10 
3-10 

20-50 
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Exhibit 8 

Cost of Tap Installation 

Name of Utility 

Prepared By: 

Date Prepared: 

Type of Tap 

COMPLETE ALL THAT APPLY 

CITY OF LOBELVILLE 

CRISTAL ODOM Title: CITY RECORDER 

4/21/22 

Water Tap 

Quantity Itemized Description Cost Total Cost 
MATERIALS 

1 Water Meter@ 

1 Meter Box@ 

1 Meter setter/Check Valve@ 

1 Corporation Stop @ 

150 Feet of Service Line@ 

150 Feet of Location Wire/Tape@ 

connection meter fitting @ 

1 Saddle@ 

Air Compressors @ 

Valve or Valve Parts@ 

1000 gallons flushing @ 

Miscellaneous 

EQUIPMENT RENTAL - OUTSIDE 

4 Backhoe Hours @ 

Boring@ ------
Truck and Trailer Hours @ ------

LABOR-INTERNAL 

______ Locate Cost@ 

1 Installation Labor for 

______ Seed Straw@ 

______ Final clean -up/&inspection 

1 Administrative Hours @ ------

LABOR- EXTERNAL 

$222.00 each 

$44.00 each 

$160.00 each 

$46.00 each 

$3.92 per foot 

$0.20 per foot 

each 

$63.44 each 

each 

each 

per 1000 

$75.00 per hour 

per foot 

per mile 

per hour 

4 menx 82.54 $330.16 per hour 

$20.00 per hour ------

Contractor Amount ----------

Total 

$222.00 

$44.00 

$160.00 

$46.00 

$588.00 

$30.00 

$0.00 

$63.44 

$0.00 

$0.00 

$0.00 

$0.00 

$300.00 

$0.00 

$0.00 

$0.00 

$330.16 

$0.00 

$0.00 

$20.00 

s1,so3.so 1 
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Name of Utility 

Prepared By: 

Date Prepared: 

Type of Tap 

COMPLETE ALL THAT APPLY 

Exhibit 9 

Cost of Tap Installation 

CITY OF LOBELVILLE 

CRISTAL ODOM Title: CITY RECORDER 

4/21/22 

SewerTap 

Quantity Itemized Description Cost Total Cost 
MATERIALS 

Tap into main@ each 0 

20 Feet of Service Line@ $4.65 per foot $93.00 

20 Feet of Location Wire/Tape@ $0.20 per foot $4.00 

connection sewer main fitting @ each $0.00 

1 Saddle@ $295.05 each $295.05 

Air Compressors @ each $0.00 

Valve or Valve Parts (ifused)@ each $0.00 

1 Clean out at customer connection point @ $51.75 each $51.75 

Gravel in protection if over 5' deep each $0.00 

2 Miscellaneous $4.60 $9.20 

EQUIPMENT RENTAL - OUTSIDE 

6 Backhoe Hours @ $75.00 per hour $450.00 

Boring@ per foot $0.00 

Truck and Trailer Hours @ per hour $0.00 

LABOR - INTERNAL 

Locate Cost @ per hour $0.00 

1 Installation Labor for 4 menx 6hm; $82.54 per hour 495.24 

Final clean -up/&inspection per hour $0.00 

Seed Straw@ per hour $0.00 

Administrative Hours @ per hour $0.00 

LABOR - EXTERNAL Contractor Amount 

Total per hour $1,398.24 
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Exhibit 10 

CITY OF LOBELVILLE'S 
LEAK NOTIFICATION AND LEAK ADJUSTMENT POLICY 

It is the policy of the City of Lobelville that if their customer's have a potential leak they will be notified by the 
City stamping their bill with a potential leak stamp. It will be up to the customer to find out where the leak is 
and fixing it. 

It is the policy of the City of Lobelville to consider, on a case by case basis, partial relief (up to 50% of the 
estimated loss from the highest bill during the period that the leak occurred, irrespective of how long the leak 
continued) to customers in good standing in the instance that a customer has sustained a loss of billable water 
due to a leak on their premises. If the customer has sewer their sewer will be adjusted at the same rate since 
the sewer is charged at 100% of the water charge. 

In order to qualify for a case by case basis leak adjustment, the customer must meet the following criteria: 

1. Have suffered a leak on their premises, 
2. Had the leak repaired immediately upon discovery, 
3. Have a good payment history, 
4. Cannot have received a leak adjustment in the preceding 12 months, 
5. Customer must request assistance within 15 business days of the leak being fixed. 

A customer qualifying for a leak adjustment must fill out the attached Leak Adjustment Request and attach an 
original receipt from a plumber or receipt for the materials/equipment used in the repair. All necessary 
paperwork must be returned to the Utility Billing Office of the City of Lobelville. The required documents may 
be delivered in person or mailed to: 

City of Lobelville 
Attn: UB - Leak Adjustment 
P.O. Box 369 
Lobelville, Tn 37097 

In no case, shall a customer pay less than 50% of the amount of the highest billing even if the City of Lobelville 
agrees to adjust the leak upon the customer's application. In addition, late charges will not be removed even 
if a leak adjustment is granted, if these conditions were not met. 

By filling out and turning in the required paperwork, a customer is attesting that they meet all of the above 
listed criteria, and they are agreeing to abide by the City's policy regarding leak adjustments. Anyone who has 
been turned down for a leak adjustment may appeal that initial decision to the Board of Mayor and Aldermen 
which body reserves the right to make further exceptions on a case by case basis. 

IMPORTANT NOTICE: A large leak may cost a customer thousands of dollars, whereas a smaller leak may be 
less than a $100. A leak adjustment may be requested only once within a 12 month period. If you request an 
adjustment for any size leak, you will be ineligible for another adjustment for the next 12 months regardless of 
the size of the future leak. 
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Exhibit 11 

ORDINANCE NO. #16-01 

AN ORDINANCE OF THE LOBELVILLE, TENNESSEE, BOARD OF MAYOR AND 
ALDERMEN ENACTING A NEW DEBT MANAGEMENT POLICY FOR THE CITY. 

WHEREAS, the Lobelville Board of Mayor and Aldermen has enacted a debt 
management policy, codified as City Ordinance No. 11-06; and 

WHEREAS. the aforesaid debt management policy, enacted in 2011, established a debt 
limit of $891,469 for the City; and 

WHEREAS, purchasing power has decreased in the 5 years since enactment of the 
aforesaid debt management policy and therefore, such ordinance is in need of revisio.11..-

NOW, THEREFORE, BE IT ORDAINED BY THE LOBELVILLE BOARD OF MAYOR AND 
ALDERMEN AS FOLLOWS: 

1. Repeal of Ordinance No. 11-06. Ordinance No. 11-06 entitled "City of 
Lobelville, TN Debt Policy" is hereby repealed in its entirety. 

2. Adoption of new debt management policy. A new debt management policy, 
attached to this ordinance and entitled "Debt Management Policy - City of Lobelville, 
Tennesseeu and dated March, 2016 is hereby ratified by the Board of Mayor and Aldermen. It 
is the specific intent of this policy to increase the City's debt limit to $1,500,000.00. 

3. ·Effective date. This ordinance shall be in full force and effect from and after 
its date of enactment by the Board of Mayor and Aldermen. 

4. Repealer. All ordinances and parts of ordinances found to be inconsistent with 
the provisions of this ordinance are hereby repealed to the extent of such inconsistency. 

Passed on First Reading: ·· March 1st
, 2016 

Passed and Adopted on Second Reading: April 5th
, 2016 

PASSED AND APPROVED THIS 5th DAY OF APRIL, 2016 BY A ROLL CALL VOTE OF THE 
LOBELVILLE BOARD OF MAYOR AND ALDERMEN. 

ATTEST:~ 
CRISTAL ODOM, CITY RECORDElf----
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DEBT MANAGEMENT POLICY 

CITY OF LOBELVILLE, TENNESSEE 

March, 2016 

- 1 -
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Introduction 

Debt management policies are written guidelines and restrictions that affect the amount and 
type of debt issued by a state or local government, the issuance process, and the 
management of a debt portfolio. A debt management policy improves the quality of decisions, 
provides justification for the structure of debt issuance, identifies policy goals and 
demonstrates a commitment to long-term financial planning, including a multi-year capital 
plan. Adherence to a debt management policy signals to rating agencies and the capital 
markets that a government is well managed and should meet its obligations in a timely 
manner. 

Debt levels and their related annual costs are important long-term obligations that must be 
managed within available resources. An effective debt management policy provides guidelines 
for a government to manage its debt program in line with those resources. 

Since the guidelines contained in the Policy require regular updating in order to maintain 
relevance and to respond to the changes inherent in the capital markers, the Town plans to 
revisit the Policy from time to time. 

- 2 -
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Purpose 

The purpose of this debt management policy is to establish a set of parameters by which debt 
obligations will be undertaken by the City of Lobelville, Tennessee. This policy reinforces the 
commitment of the City and its officials to manage the financial affairs of the City so as to 
minimize risks, avoid conflicts of interest and ensure transparency while still meeting the 
capital needs of the City. A debt management policy signals to the public and the rating 
agencies that the City is using a disciplined and defined approach to financing capital needs 
and fulfills the requirements of the State of Tennessee regarding the adoption of a debt 
management policy. 

The goal of this policy is to assist decision makers in planning, issuing, and managing debt 
obligations by providing clear direction as to the steps, substance, and outcomes desired. In 
addition, greater stability over the long term will be generated by the use of consistent 
guidelines in issuing debt. 

Definition of Debt: All obligations of the City to repay, with or without 
interest, in installments and/or at a later date, some amount of money utilized 
for the purchase, construction, or operation of City resources. This includes, 
but is not limited to notes, bond issuance, capital leases, and loans of any type 
(whether from an outside source such as a bank or from another City of 
Lobelville fund). 

Approval of Debt: Bond anticipation notes, capital outlay notes, grant 
anticipation notes, and tax and revenue anticipation notes will be submitted to 
the State of Tennessee's Comptroller's Office and the Lobelville Board of Mayor 
and Aldermen prior to issuance or entering into the obligation. A plan for 
refunding debt issues will also be submitted to the Comptroller's Office prior to 
issuance. Capital or equipment leases may be entered into by the Board of 
Mayor and Aldermen; however, details of the lease agreement shall be 
forwarded to the Comptroller's Office on the specified form within 45 days of 
entering into such lease. 

Transparency 

• The City of Lobelville shall comply with legal requirements for notice and public 
meetings related to debt issuance. 

• All notices shall be posted in the customary and required posting locations, including 
as required in local newspapers, community bulletin boards, and websites. 

- 3 . 
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• All costs (including principal, interest, issuance fees, continuing and one-time costs) 
shall be clearly presented and disclosed to the citizens of Lobelville, the Board of 
Mayor and Aldermen, and other stakeholders in a timely manner. 

• The term(s) and life of each debt issuance shall be clearly presented and disclosed to 
the citizens, Board of Mayor and Aldermen, and other stakeholders in a timely 
manner. 

• A debt service schedule outlining the rate of retirement for the principal amount shall 
be clearly presented and disclosed to the citizens, Board of Mayor and Aldermen, and 
other stake holders in a timely manner. 

Role of Debt 

• Long-term debt shall not be used to finance current operations. Long-term debt may 
be used for capital purchases or construction identified through the capital 
improvement, regional development, transportation, or master process or plan. Short­
term debt may be used for certain projects and equipment financing as well as for 
operational purposes; however, the City will minimize the use of short-term cash flow 
borrowings by maintaining adequate working capital and careful budget management. 

• In accordance with Generally Accepted Accounting Principles and Tennessee law, 

1. The maturity of the underlying debt will not be more than the useful life of 
the assets purchased or built with the debt, not to exceed 30 years; 
however, an exception may be made with respect to federally sponsored 
loans, provided such an exception is consistent with the law and accepted 
practices. 

2. Debt issuance for operating expenses shall be repaid within the same fiscal 
year of issuance or incurrence. 

Types and Debt Limits 

• The City of Lobelville will seek to limit total outstanding debt obligations to 
$1,500,000, excluding overlapping debt, enterprise fund debt, and revenue debt. 

• The limitation on total outstanding debt shall be reviewed prior to the issuance of any 
new debt. 

- 4 -
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• The City's total outstanding debt will be regularly and routinely monitored and 
reported to the Board of Mayor and Aldermen by the City Recorder and/or the City's 
finance officer. The City Recorder and/or finance officer shall also report to the 
Board of Mayor and Aldermen any matter that might adversely affect the credit or 
financial integrity of the City. 

• The City has previously issued and is authorized to issue General Obligation Bonds, 
Revenue Bonds, Tax Increment Financing Bonds, loans, notes and other debt as 
allowed by law. 

• The City shall seek to structure debt with level or declining debt service payments, 
over the life of each individual bond issue or loan. 

• As a rule, the City shall not backload, use "wrap around" techniques, balloon 
payments or other exotic formats to pursue the financing of projects. When refun~ing 
opportunities, natural or man-made disasters, other non-general fund revenues, or 
other external factors occur, the City may utilize non-level debt repayment methods. 
However, the use of such methods shall be thoroughly discussed in a public meeting 
and the Board of Mayor and Aldermen must determine such use is justified and in the 
public interest prior to issuance or incurrence. 

• The City may use capital leases to finance short-term projects or acquisitions. 

• Bonds backed with a general obligation pledge often have lower interest rates than 
revenue bonds. The City may use its General Obligation pledge with revenue bond 
issues when the populations served by the revenue bond project overlap or 
significantly are the same as the property tax base of the City. The Board of Mayor 
and Aldermen are committed to maintaining rates and fee structures of revenue 
supported debt at levels that will not require a subsidy from the City's General Fund. 

Use of Variable Rate Debt 

• The City of Lobelville recognizes the value of variable rate debt obligations and that 
municipalities have greatly benefitted from the use of variable rate debt in the 
financing of necessary infrastructure and capital improvements. 

• However, the City also recognizes the inherent risks associated with the use of 
variable rate debt and will implement steps to mitigate these risks, including 
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1. The City shall annually include in its budget an interest rate assumption for 
any outstanding variable rate debt that takes into consideration market 
fluctuations affecting the rate of interest. 

2. Prior to entering into any variable rate debt obligation that is backed by 
insurance and secured by a liquidity provider, the Board of Mayor and 
Aldermen shall be informed of the potential effect on rates as well as any 
additional costs that might be incurred should the insurance fail. 

3. Prior to entering into any variable rate debt obligation that is backed by a 
letter of credit provider, the Board of Mayor and Aldermen shall be 
informed of the potential effect on rates as well as any additional costs 
that might be incurred should the letter of credit fail. 

4. Prior to entering into any variable rate debt obligation, the Board of Mayor 
and Aldermen shall be informed of any terms, conditions, fees; or other 
costs associated with the prepayment of variable rate debt obligations. 

5. The City shall consult with persons familiar with and sophisticated in the 
rules regarding arbitrage to determine applicability, legal responsibility, 
and potential consequences associated with any variable rate debt 
obligation. 

Use of Derivatives 

• The City of Lobelville shall not use derivatives or other exotic financial structures in 
the management of the City's debt portfolio. 

• Prior to any reversal of this provision: 

Costs of Debt 

1. A written management report outlining the potential benefits and 
consequences of utilizing these structures shall be submitted to the Board 
of Mayor and Aldermen; and 

2. The Board of Mayor and Aldermen must adopt a specific amendment to this 
policy concerning the use of derivatives or interest rate agreements that 
complies with the State Funding Board guidelines. 

- 6 -
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• All costs associated with the initial issuance of incurrence of debt, management and 
repayment of debt (including interest, principal, fees or charges) shall be disclosed 
prior to action by the Board of Mayor and Aldermen in accordance with the notice 
requirements required by the policy. 

• In cases of variable interest or non-specified costs, a detailed explanation of the 
assumptions shall be provided along with the complete estimate of the total costs 
anticipated to be incurred as part of the debt issuance. 

• Costs related to the repayment of debt, including liabilities for future years, shall be 
provided in context of the annual budgets from which such payments will be funded 
(i.e., General Obligation Bonds in context of the General Fund, Revenue Bonds in 
context of the dedicated revenue stream and related expenditures, loans and notes). 

Refinancing Outstanding Debt 

• The City of Lobelville will refund debt when it is in the best financial interest of the 
City to do so, and the City's chief financial officer shall have the responsibility to 
analyze outstanding bond issues for refunding opportunities. The decision to refinance 
must be explicitly approved by the Board of Mayor and Aldermen and all plans for 
current or advance refunding of debt must be in compliance with State laws and 
regulations. 

• The chief financial officer shall consider the following issues when analyzing possible 
refunding opportunities: 

1. Onerous Restrictions. Debt may be refinances to eliminate onerous or 
restrictive covenants contained in existing debt documents, or to take 
advantage of changing financial conditions or interest rates. 

2. Restructuring for Economic Purposes. The City will refund debt when it is 
in the best financial interests of the City to do so. Such refunding may 
include restructuring to meet unanticipated revenue expectations, achieve 
cost savings, mitigate irregular debt service payments, or to release reserve 
funds. Current refunding opportunities may be considered by the chief 
financial officer if the refunding generates positive present value savings, 
and the chief financial officer shall establish a minimum present value 
savings threshold for any refinancing. 

3. Term of Refunding Issues. The City will refund bonds within the term of 
the originally issued debt. However, the chief financial officer may 
consider maturity extension, when necessary to achieve a desired outcome, 

- 7 -

214



provided such extension is legally permissible. The chief financial officer 
may also consider shortening the term of the originally issued debt to 
realize greater savings. The remaining useful life of the financed facility 
and the concept of inter-generational equity should guide this decision. 

4. Escrow Structuring. The City shall utilize the least costly securities 
available in structuring refunding escrows. Under no circumstances shall an 
underwriter, agent or financial advisor sell escrow securities to the City of 
Lobelville from its own account. 

5. Arbitrage. The City shall consult with persons familiar with the State's 
arbitrage rules to determine applicability, legal responsibility, and 
potential consequences associated with any refunding. 

Professional Services 

The City of Lobelville shall require all professionals engaged in the process of issuing debt to 
clearly disclose all compensation and consideration received related to services provided in 
the debt issuance process by both the City and the lender or conduit issuer, if any. This 
includes "soft" costs or compensations in lieu of direct payments. 

• Counsel The City shall enter into an engagement letter agreement with each lawyer 
or law firm representing the City in a debt obligation. No engagement letter shall be 
required for any lawyer who is an employee of the City or lawyer or law firm which is 
under a general appointment or contract to serve as counsel to the City. The City 
does not require an engagement letter with counsel not representing the City, such as 
the underwriter's counsel. 

• Financial Advisor The City shall enter into a written agreement with each person or 
firm serving as a financial advisor for debt management and related transactions. 
Whether in a competitive sale or negotiated sale, the financial advisor shall not be 
permitted to bid on, privately place or underwrite an issue for which they are or have 
been providing advisory services for the issuance or broker any other debt transactions 
for the City. 

• Underwriter The City shall require the Underwriter to clearly identify itself in writing 
(e.g., in a response to a request for proposals or in promotional materials provided to 
an issuer) as an underwriter and not as a financial advisor from the earliest stages of 
its relationship with the City with respect to that issue. The Underwriter must clarify 
its primary role as a purchaser of securities in an arm's-length commercial transaction 
and that it has financial and other interests that differ from those of the City of 
Lobelville. The Underwriter in a publicly offered, negotiated sale shall be required to 

- 8 -
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provide pricing information both as to interest rates and to takedown per maturity to 
the Board of Mayor and Aldermen in advance of the pricing of the debt. 

Conflicts 

• Professionals involved in a debt transaction or hired or compensated by the City of 
Lobelville shall be required to disclose to the City any existing client and business 
relationships between and among the professionals to a transaction (including but not 
limited to the financial advisor, swap advisor, bond counsel, swap counsel, trustee, 
paying agent, liquidity or credit enhancement provider, underwriter, counterparty, 
and remarketing agent), as well as conduit issuers, sponsoring organizations and 
program administrators. This disclosure shall include that information reasonably 
sufficient to allow the City to understand and appreciate the significance of the 
relationship. 

• Professionals who become involved in the debt transaction as a result of a bid 
submitted in a widely and publicly advertised competitive sale conducted using an 
industry standard, electronic bidding platform are not subject to this disclosure. No 
disclosure is required that would violate any rule or regulation of professional conduct. 

Review of Policy 

This policy shall be reviewed at least once annually by the Board of Mayor and Aldermen 
concurrent with adoption of the City's annual budget. Any amendments shall be considered 
and approved in the same process as the initial adoption of this Policy, with opportunity for 
public input. 

Compliance 

The Board of Mayor and Aldermen are responsible for ensuring compliance with this policy. 

- 9 -
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INTRODUCTION 

Description of the Purvear Water System and Sewer System 

The City of Puryear, Tennessee (City or Puryear) is located in Henry County. The 
governing board of the City's water and sewer system is its Board of Mayor and Aldermen. As 
of June 30, 2021 , the City's customer base was as follows: 

Water: 
326 - Inside-City 
20 - Outside-City 

Sewer 320-All sewer customers are located inside the City 

The City gets its raw water supply from wells and operates a water treatment plant. The 
City operates a wastewater collection system, lagoon, and spray irrigation system with a design 
capacity of 0.8 MGD. 

The City was referred to the Water and Wastewater Financing Board (WWFB) upon the 
submission of its audit for its fiscal year ending June 30, 2019, because it met the statutory 
definition for a financially distressed municipal water and sewer system. The system had a 
negative change in net position for two consecutive years without regard to any grants, capital 
contributions, or excluded non-cash items for its fiscal years ending June 30, 2018 and June 30, 
2019. 

The City's water and sewer fund had a negative change in net position of ($34,424) for 
its fiscal year ending June 30, 2020. The City's water and sewer fund had a positive change in 
net position of $9,603 for its fiscal year ending June 30, 2021. 

History of Rates and Existing Rate Structure 

Since the City was referred to the WWFB, the City's increased the minimum monthly bill 
rate for inside-city and outside-city water customers by $10.00. This rate increase became 
effective on March 1, 2021. The City has not raised is sewer rates in several years. The City's 
current monthly service rate structure is as follows: 

Water Rates 

Inside-City Minimum bill (includes 2,000 gallons) 
Over 2,000 gallons 

Outside-City Minimum bill (includes 2,000 gallons) 
Over 2,000 gallons 

2 

$30.50 
$ 3.15 per 1,000 gallons 

$35.75 
$ 4.73 per 1,000 gallons 
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Sewer Rates 

Inside-City Minimum bill (includes 2,000 gallons) 
Over 2,000 gallons 

Outside-City Minimum bill (includes 2,000 gallons) 
Over 2,000 gallons 

$12.03 
$ 4.10 per 1,000 gallons 

$18.05 
$ 6.14 per 1,000 gallons 

The water and sewer bill for an inside-city customer using 4,000 gallons of water a month 
(without sales tax) is as follows: 

Water bill: 
Sewer bill: 

$36.80 
$20.23 

The City's water and sewer system has no outstanding debt. The balance of the Cash 
accounts of the water and sewer fund as of July 1, 2021, was $447,572. 

Water and Wastewater Financing Board Order 

On September 18, 2020, the Water and Wastewater Financing Board (WWFB) issued an 
order directing the City of Puryear do the following items. 

(1) The City shall hire a qualified expert to perform a rate study to include the following 
items: 

• a recommendation on monthly service rates and other charges to eliminate the City's 
financially distressed position; 

• a justification for the differing rates for customers outside the City as opposed for 
those inside the City, and if no justification is possible, a recommendation involving a 
singular rate for the two types of customers; 

• the creation of a five-year capital asset budget, to be taken from the current capital 
asset list and to include future anticipated needs; 

• a determination of the cost of producing 1,000 gallons of water, and of treating 1,000 
gallons of wastewater; 

• a review of the new customer contract to include recommended modifications if 
needed; 

• A review of the tap fees to include recommended modifications if needed; and 

• A plan to reduce non-revenue water. 
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(2) By October 31, 2020, the City shall send Board staff a copy of the contract between the 
City and the qualified expert who is to perform the tasks in the Board's September 18, 
2020 order. 

(3) By December 31, 2020, the City or qualified expert shall send Board proof that all Board 
members have complied with the training requirements set forth in Tenn. Code Ann. 7-
34-1 lS(j). 

(4) By February 28, 2020, the City shall provide Board staff with the completed rate study 
and either proof of implementation of the resulting recommendations or a proposed 
plan of implementation. 

TAUD provided the WWFB with the training received by the members of the City's 
Board of Mayor and Aldermen with a letter to John Greer dated January 14, 2021. 
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RECOMMENDATIONS 

Recommendation #1 

The City needs to adopt the Five-Year Capital Asset Plan attached as Exhibit 1. 

Recommendations #2 

The City has no outside-city sewer customers. Therefore, the City should delete the 
outside-city sewer rates from its Schedule of Rates and Fees. 

Recommendations #3 

The City only has 20 outside-city water customers. The additional annual revenue the 
City receives from charging these 20 customers the higher outside-city rate rather than the 
inside-city rate is only $1,263 which is just 0. 76% of its total annual revenues. Therefore, 
TAUD recommends the City charge its outside-city water customers the same rates as its inside­
city customers. 

Recommendations #4 

TAUD recommends the City go ahead and approve the following changes to the City's 
existing rates: 

Effective October 1, 2022: 

Water Rates 

Minimum charge (includes 1,000 gallons) 
Over 1,000 gallons 

Sewer Rates 

Minimum bill (includes 1,000 gallons) 
Over 1,000 gallons 

$31.00 
$ 4.50 per 1,000 gallons 

$13.25 
$ 5.75 per 1,000 gallons 

These rates include a reduction in the number of gallons included in the minimum bill 
from 2,000 gallons to 1,000 gallons with these rate changes. 

Effective July 1, 2023 : 

Water Rates 

Minimum -charge (includes 1,000 gallons) 
Over 1,000 gallons 

5 

$32.00 
$ 4.75 per 1,000 gallons 
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Sewer Rates 

Minimum bill (includes 1,000 gallons) 
Over 1,000 gallons 

$15.00 
$ 7.75 per 1,000 gallons 

The City should reduce the number of gallons included in the minimum bill from 1,000 
gallons to 500 gallons with these rate changes. 

Recommendation #5 

The City's existing water tap fee and sewer tap fee should each be increased to $200 to 
fully cover the cost the City incurs to install these taps. 

Recommendation #6 

TAUD suggests that the City have its attorney revise its Application for Service to 
address items set forth in this Report. In the alternative, the City may consider working with 
TAUD to improve the form and structure of its Application for Service. 
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FIVE YEAR CAPITAL ASSET PLAN 

After meeting with City representatives, TAUD prepared the Five-Year Capital Asset 
Plan attached to this Report as Exhibit 1. The City's Mayor and Board of Aldermen should 
approve and adopt this Plan. 

RA TE STUDY AND PROPOSED PLAN OF ACTION 

To determine whether existing rates will produce sufficient revenues to make the City's 
water and sewer system self-supporting, TAUD first projected a Statement of Revenues and 
Expenses and Changes in Net Position for the City's water and sewer fund for its fiscal year 
ending June 30, 2022, to use as its test year. Revenues were projected using existing rates for the 
test year and for the remaining four years of the five-year projection period. 

TAUD projected operation and maintenance expenses and debt service payments for the 
test year by: (1) reviewing historical information from the five previous years; (2) reviewing the 
City's budget for its water and sewer fund for its fiscal year ending June 30, 2022; and (3) 
considering any known and anticipated changes during the test year based upon discussions with 
the City. See Exhibit 2 attached to this Report. 

Then, TAUD projected Statements of Revenues and Expenses and Changes in Net 
Position for the City's water and sewer fund for its fiscal years ending June 30 of 2023, 2024, 
2025, and 2026. See Exhibit 3 attached to this Report. 

Revenue Proiections: 

• Water and sewer revenues (metered sales) for the test year, were projected by taking the 
City's actual annual water usage reports as of June 30, 2021, and applying the City's 
water and sewer rates in effect on July 1, 2021, to this actual usage. 

• TAUD included no revenue for installation and tap fees. The City installed no water or 
sewer taps during its last two fiscal years ending June 30, 2020 and June 30, 2021. 

• Since 2017 the City has experienced no annual customer growth and does not plan to 
expand its existing water or sewer system in the near future to add new customers. 
Therefore, the water and sewer revenues for the remaining four years of the five-year 
projection period do not include any revenue increases based annual customer growth. 

• Interest income for the test year and for the remaining four years in the five-year 
projection period was projected using the City's budget for its fiscal year ending June 30, 
2022. 
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Expense Projections: 

• The following operating expenses for the test year were projected based upon the average 
of these operating expenses from the past two fiscal years ending June 30, 2020 and June 
30, 2021: 

Salaries and wages 
Dues 
Utilities 
Insurance 
Miscellaneous 

• The following operating expenses for the test year were projected based the City's budget 
for these expenses for the fiscal year ending June 30, 2022: 

Materials and supplies 
Contract services 

• The following operating expenses for the test year were projected based the actual 
amount of these expenses for the City's fiscal year ending June 30, 2021: 

Repairs and maintenance 
Depreciation 

• All operating expenses except depreciation were projected to increase for the remaining 
four years of the five-year projection period due to inflation using the following rates: 

Fiscal year ending June 30, 2023 3.5% 
Fiscal year ending June 30, 2024 2.5% 
Fiscal year ending June 30, 2025 and 2026 2.0% 

• Annual depreciation expenses for the remaining four years of the five-year projection 
period are projected based upon the City's existing fixed asset schedule and on the new 
capital assets included in the capital asset plan during the five-year projection period. 

Revenue Sufficiency and Rate Modifications Required 

TADD projects that the City's water and sewer fund will have a negative change in net 
position of ($29,004) for the test year ending June 30, 2022, not including capital contributions 
and grant revenue. For the remaining four years of the five-year projection period, the City's 
water and sewer fund will continue to have negative changes in net position which grow worse 
each year. 

Therefore, TAUD recommends the following rate increases and adjustments. 
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Rate Changes Effective October 1. 2022 and Julv 1. 2023 

TAUD recommends the City go ahead and adopt the following changes to the City's existing 
rates: 

Effective October 1, 2022: 

Water Rates 

Minimum charge (includes 1,000 gallons) 
Over 1,000 gallons 

Sewer Rates 

Minimum bill (includes 1,000 gallons) 
Over 1,000 gallons 

$31.00 
$ 4.50 per 1,000 gallons 

$14.00 
$ 7.00 per 1,000 gallons 

These rates include a reduction in the number of gallons included in the minimum bill 
from 2,000 gallons to 1,000 gallons. 

Effective July 1, 2023: 

Water Rates 

Minimum charge (includes 1,000 gallons) 
Over 1,000 gallons 

Sewer Rates 

Minimum bill (includes 1,000 gallons) 
Over 1,000 gallons 

$32.00 
$ 4.75 per 1,000 gallons 

$15.00 
$ 7.75 per 1,000 gallons 

The rates include a reduction in the number of gallons included in the minimum bill from 
1,000 gallons to 500 gallons. 

Historically, the City's monthly bills sewer service have been significantly less than its 
monthly water bills. The cost to provide sewer service is generally higher than the cost to 
provide water service. The recommended rate changes significantly reduces the current 
difference between an average customer's water bill and sewer bill at the City's present rates. If 
the rates recommended to begin July 1, 2023, are implemented, a City customer using 4,000 
gallons of water a month (without sales tax) will have a monthly sewer bill as follows which is a 
significant increase: 

Water bill: 
Sewer bill: 

$48.63 
$42.13. 

9 
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See Exhibit 4. 

These rate changes should give the City's water and fund a positive change in net position for 
its fiscal years ending June 30 of 2023 and 2024 and will permit it to continue to have an 
operating ratio in the 1.2% range for its fiscal year ending June 30, 2024 and for the remaining 
two years in the projection period. 

Although TAUD does not recommend any additional rates increases after July 1, 2023, 
TAUD's recommendations are based upon revenue and expense projections which are subject to 
change. Moreover, most of the expenses projected during the five-year projection period assume 
a specific annual rate of inflation. In today's economic environment, accurately forecasting 
inflation is particularly difficult. 

Therefore, TAUD suggests the City review it rates as a part of its budgetary process for the 
water and sewer fund each fiscal year to ensure that rates recommended will continue to produce 
sufficient revenues to give the water and sewer fund a positive change in net position for these 
future fiscal years. 

Projected Cash and Investments Schedule 

If the City adopts its planned rate increases through July 1, 2023, the water and sewer 
fund should have a cash and investments balance of $959,657 as of June 30, 2026. The Water 
and Sewer Fund - Projected Cash and Investments Balance Schedule is attached as Exhibit 5. 

JUSTIFICATION FOR DIFFERING RATE CLASSES 

As of June 30, 2021, the City only had 20 outside-city water customers. The total 
revenue projected to be produced by these outside-city water customers at the higher outside-city 
rate for is the test year is $29,293. If these 20 outside-city customers paid the inside-city rate, the 
total revenue projected to be produced by the outside-city water customers for the test year 
would be $28,033. Thus, the additional annual revenue the City is receiving from charging the 
higher outside-city rate to 20 customers is only $1,263. This additional revenue is just 0.76% of 
the City's total water revenues. This tiny percentage of additional revenue the City received by 
charging its outside-city rates does not justify having a separate rate for outside-city water 
customers. TAUD recommends that the City charge all of its water customers the same monthly 
service rates. 

COST OF PRODUCING 1,000 GALLONS OF WATER AND TREATING 1,000 
GALLONS OF WASTEWATER 

The City recently completed its Tennessee Infrastructure Scorecard (TNIS) in connection 
with obtaining a non-competitive ARP grant from TDEC. The TNIS includes a calculation of 
the City's cost to produce water per 1,000 gallons and the City's cost to treat its wastewater per 
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1,000 gallons. The financial tab of the City's TNIS is attached as Exhibit 6 to this Report. The 
City's cost to produce water is $4.61 per 1,000 gallons, and the City's cost to treat its wastewater 
is $3.98 per 1,000 gallons. 

TAP FEES 

The City's current taps fees are: 

Water 
Sewer 

$1,200 
$2,000 

The City was not able to locate any records to support the amount of the current tap fees. TAUD 
provided the City with a Cost of Tap Installation Worksheet which the City could use to identify 
and estimate the material, equipment and labor costs it expends on make its water and sewer 
taps. A copy of the Cost of Tap Installation Worksheets is attached as Exhibit 7. Based upon 
information provided by the City, TAUD recommends the City increase its water tap fee and 
sewer tap by fee $200. If the City adopted TAUD's recommendation, the City's new tap fees 
will be: 

Water 
Sewer 

$1,400 
$2,200 

REVIEW OF CITY'S CUSTOMER CONTRACT 

The only document the City requires new customers to sign to obtain service is its 
Application for Water Service which is attached as Exhibit 8. The Application is woefully 
inadequate for a customer utility contract for service. Some important provisions the Application 
should include are as follows: 

• The application should indicate whether the customer is applying for sewer service as 
well as water service. 

• The application does not incorporate the City's ordinances which govern the provision of 
water and sewer services into the application. If the City's ordinances do not have all the 
terms and conditions for providing service, then such terms and conditions should be 
spelled out in the application. 

• The application does not state the monthly rates for water and sewer service or 
incorporate a schedule of rates which the customer is agreeing to pay for services. 

• The application has no language which limits the City's liability for interruptions of 
water or sewer services which are beyond its control. 

11 
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• The application does not set forth the reasons for service termination such as for non­
payment, rule violations, etc. 

There may be other helpful provisions which the City could include in its application. 
TAUD suggests that the City have its attorney revise the Application to address the above items 
and other provisions which might be helpful for the City. In the alternative, the City may 
consider working with T AUD to improve the form and structure of its Application. 

PLAN TO REDUCE NON-REVENUE WATER 

The City has initiated a project to replacing older, existing water meters with new radio 
read meters. This meter change-out program should reduce the City's existing water loss. The 
City is actively searching for water leaks and is repairing leaks when discovered. After the City 
sees the results of the meter change-out program, it will assess whether the installation of zone 
meters on its main lines will be a cost-effective next step to take to reduce its water loss. 

12 
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Radio Read Meters 

Sewer Line Rehab 

Water Line Replacement - 3,000 feet 

Total 

Cumulative Depreciation 

Total Capital Outlay & Depreciation 

Source of Funds 

Loans 

ARP Grant 

Cash 

Total Funding Sources 

Puryear, Tennessee -Water & Sewer 

Five Year Capital Asset Plan 

6/ 30/ 2022 6/ 30L2023 6L3ot2024 
90,000 

175,000 375,000 

265,000 375,000 

10,375 19,750 

275,375 394,750 

238,500 305,000 

26,500 70,000 

265,000 375,000 

Exhibit 1 

6/ 30L202s 6/ 30L2026 

70,000 

70,000 

21,500 21,500 

91,500 21,500 

70,000 

70,000 
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Puryear, Tennessee- Test Year 

Water & Sewer Fund 

Operating Revenues: 

Metered Sales 

Installation & Tap Fees 

Total Operating Revenues 

Operating Expenses: 

Salaries & Wages 
Repairs & Maintenance 

Dues 

Utilities 

Material & Supplies 

Contract Services 

Insurance 

Depreciation 

Miscellaneous 

Grant Expenditures 

Total Operating Expenses 

Operating Income (Loss) 

Nonoperating Revenues (Expenses) 

Interest Income 

Governors Appropriation 

Total Nonoperating Revenues (Expenses) 

Change in Net Position before Contributed 

Capital Contributions/ Grants 

Change in Net Position 

City Budget 
21-22 

298,100 

1,200 

299,300 

44,600 
90,000 

1,500 

20,000 

30,000 

28,000 

75,000 

3,100 

7,800 

300,000 

(700) 

700 

700 

2 Year 
Average 

212,572 

212,572 

33,326 
54,819 

2,785 

22,708 

21,363 

22,622 

5,000 

86,236 

1,582 

250,440 

(37,868) 

3,098 

22,360 

25,458 

(12,411) 

(12,411) 

Test Year 
21-22 Ex_g_lanation 

250,474 Calculated from Usage 

- N/A ------

250,474 

33,326 Used 2 year average 
74,685 Used actual from 2021 

2,785 Used 2 year average 

22,708 Used 2 year average 

30,000 Used budget 

22,622 Used 2 year average 

5,000 Used 2 year average 

87,470 Used actual from 2021 

1,582 Used 2 year average 

280,178 

(29,704) 

700 Used budget, cash decreased 

- N/A 

700 

(29,004) 

(29,004) 

Exhibit 2 
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Purvear1 Tennessee- Projected Statements of Revenues and Ex~enses and Changes in Net Position 
Water & Sewer Fung 

Projected Projected Projected Projected Projected 
6L30[ 2022 6L30l 2023 6L30L2024 6L30[ 202s 6L3on o26 

Operating Revenues: 

Metered Sales 250,474 250,474 250,474 250,474 250,474 

Total Operating Revenues 250,474 250,474 250,474 250,474 250,474 

Operating Expenses: 

Salaries & Wages 33,326 34,492 35,355 36,062 36,783 

Repairs & Maintenance 74,685 77,299 79,231 80,816 82,432 

Dues 2,785 2,882 2,955 3,014 3,074 

Utilities 22,708 23,503 24,090 24,572 25,064 

Material & Supplies 30,000 31,050 31,826 32,463 33,112 

Contract Services 22,622 23,414 23,999 24,479 24,969 

Insurance 5,000 5,175 5,304 5,410 5,519 
Depreciation 87,470 97,845 107,220 108,970 108,970 

Miscellaneous 1,582 1,637 1,678 1,712 1,746 

Total Operating Expenses 280,178 297,298 311,659 317,498 321,668 

Operating Income (Loss) (29,704) (46,824) (61,185) (67,024) {71,194) 

Nonoperating Revenues (Expenses) 

Interest Income 700 700 700 700 700 

Total Nonoperating Revenues (Expenses) 700 700 700 700 700 

Change in Net Position before Recommended 

Rate Increase (29,004) (46,124) (60,485) (66,324) (70,494) 

Revenue from Recommended Rate Increase N/A 62,158 126,128 126,128 126,128 

Change in Net Position {29,004) 16,034 65,643 59,804 55,633 

NOTE: For FY23, operating expenses were increased by 3.5% for inflation, FY24, 2.5% for inflation, FY25 and FY26, 2% for inflation. All expenses 

were increased by these percentages with the exception of depreciation expense. Depreciation expense increased with new depreciation from 5-

year capital plan. 
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Exhibit 4 

Puryear, Tennessee - Water & Sewer Fund - Recommended Rates 

FY 22-23 FY 23-24 FY 24-25 FY 25-26 

Water Water - Inside 

Minimum (includes 1,000) $31.00 Minimum (includes 500) $32.00 I $32.00 I $32.00 

Over 1,000 gallons $4.50 / 1,000 Over 500 gallons $4. 75 / 1,000 $4. 75 / 1,000 $4.75 I 1,000 

Sewer Sewer 

Minimum (includes 1,000) $14.00 Minimum (includes 500) $15.00 I $15.00 I $15 .00 

Over 1,000 gallons $1.00 I 1,000 Over 500 gallons $7.75 I 1,000 $7.75 I 1,000 $7.75 / 1,000 

Note: reduced to 1,000 gallons included in minimum bill Note: reduced to 500 gallons included in minimum bill 

Average Inside Water Bill $ 44.50 I !Average Inside Water Bill $ 48.63 $ 48.63 $ 
for 4,000 gallons for 4,000 gallons 

48.63 

Average Sewer Bill $ 35.00 I !Average Sewer Bill $ 42.13 $ 42.13 $ 
for 4,000 gallons for 4,000 gallons 

42.13 
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Exhibit 5 

Puryear, Tennessee - Water & Sewer Fund - Projected Cash and Investment Schedule 

Projected Projected Projected Projected Projected 

6/ 30/ 2022 6/ 30/ 2023 6/ 30/ 2024 6/ 30/2025 6/ 30/ 2026 

Beginning Balance 447,572 506,038 593,417 696,280 795,054 

Sources of Funds 

Metered Sales*** 250,474 312,632 376,602 376,602 376,602 

Interest Income 700 700 700 700 700 
Grant Revenue 238,500 305,000 

Total Sources of Funds 251,174 551,832 682,302 377,302 377,302 

Uses of Funds 

Operating Expenses 280,178 297,298 311,659 317,498 321,668 

Depreciation (87,470) (97,845) (107,220) (108,970) (108,970) 

Capital Assets Purchased 265,000 375,000 70,000 

Total Uses of Funds 192,708 464,453 579,439 278,528 212,698 

Ending Balance 506,038 593,417 696,280 795,054 959,657 

*** Includes revenue from suggested rate increase 

NOTE: This synopsis from beginning funds to ending funds does not include accounts receivable, accounts 

payable, fixed asset or any other adjustments made to the balance sheet. This is a "cash basis" summary. 

234



7120122, 12:58 PM Scorecard Exhibit6 

The Financial integrity of a water infrastructure system is vital to ensuring sustainability as well as providing an adequate level of service for 

its customers. Connecting the financial health of a system with technical or operational challenges can assist in better decision making for 

current and future needs. Financial information for all water infrastructure systems should be readily accessible. If information is not easily 

obtained from office records, data can be retrieved from the audited financial statements submitted to the State of Tennessee Comptroller. 

Annually, local governments are required to submit financial audits to the TN Comptroller and can find a particular audit at 

btt~ptroner to goy[adyanced-search html. 

!Automatically Calculated Requires User Input 

FINANCIAL INFORMATION 

@Audited OUnaudited 

Performance 2018 2019 2020 

2021 

$ $ $ 
Operating Revenue 

161,076.00 188,537.00 201,718.00 
(REV} 

$223,426.00 

Operating Expenses $ $ $ 

(EXP) 201,158.00 258,100.00 241,121.00 $259,759.00 

(including depreciation) 

Operating Gain or $ $ $ 

Loss 1-40,082.00 1 1-69,563.00 1 1-39,403.00 ______ __,I ~ -36,333.oo 

$ $ $ 
Depreciation 

80,346.00 81,573.00 85,002.00 
Expense 

$87,470.00 

$ $ $ 
Annual Debt Service 

0.00 0.00 0.00 $ 0.00 
(Principal & Interest) 

Ratios 2018 2019 2020 2021 

Operating Ratio lo.80 1 10.73 1 10.84 1 10.86 
(REV/EXP) 

{with depreciation) BENCHMARK: 1.0 or higher* 

Operating Ratio 11.33 111.07 I 11.29 111.30 
(REV/EXP) 

(without depreciation) BENCHMARK: 1.25 or higher* 

Debt Service 

Coverage Ratio 10.00 I 10.00 ] [o.oo 110.00 

(REV - EXP+ depreciation) I 

BENCHMARK: 1.2 or higher* 
Principal & Interest) 

Long-Tenn 

Performance 
2018 2019 2020 2021 

$ $ $ 

Total Capital Assets 3,417,830.00 3,435, 119.00 3,490,478.00 $ 3,552,543.00 

$ $ $ 
Accumulated 

Depreciation 
1,941,878.00 2,023,451.00 2,108,453.00 $2,195,933.00 

$ $ $ 

1 
~ 1.356,610.00 Net Capital Assets 

11,475,952.00 111,411,668.00 l 11.382.025.oo 

Current Reserves Rates 

$ Year 

Debt Service 0.00 Cost of Service Study Yes V of 2022 
Study 

$ 
Repair/Replacement 

447,572.00 Residential Water Bill at 5,000 gal usage $ 39.95 
(Depreciation) 

https://ams.taud.org/ScoreCard/Financial_Both.aspx 112 
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7/20/22, 12:58 PM 

illbID21!!E...~ 

Unrestricted Cash 

Reserves 

$ 

0 

$ 

0.00 

Long-Term Debt Greater than 12-months 

$ 

Amount 0.00 

Cost Per $ 
Connection .. I0-.0- 0 ________ ..., 

Scorecard 

Commercial Water Bill at 5,000 gal usage 

Residential Sewer Bill at 5,000 gal usage 

Commercial Sewer Bill at 5,000 gal usage 

Drinking Water Cost Wastewater Cost 

$ 39.95 

$ 24.33 

$ 24.33 

Production cost per 1,000 gallons 

$ 

4.61 Treatment Cost per 1,000 gallons 

$ 

3.98 

Retail cost per 1,000 gallons 

https://ams.taud.org/ScoreCard/Financial_Both.aspx 

$ 

17.99 

Check for missing data 

Retail cost per 1,000 gallons 

Save 

$ 

14.87 

2/2 
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Name of Utility 

Prepared By: 

Date Prepared: 

Type of Tap 

Cost of Tap Installation 

CITY OF PURYEAR 

SHAYNE HARRIS 

MARCH 22, 2022 

SewerTap 

COMPLETE ALL THAT APPLY 
Quantity Itemized Description 
MATERIALS 

1 Tap into main @ 

10 Feet of Service Line @ 

Feet of Location Wire/Tape@ 

1 connection sewer main fitting @ 

1 Saddle@ 

Air Compressors @ 

Valve or Valve Parts (ifused)@ 

1 Clean out at customer connection point @ 

Gravel in protection if over 5' deep 

1 Miscellaneous 

EQUIPMENT RENTAL- OUTSIDE 

1 Backhoe Hours @ 

Boring@ 

Truck and Trailer Hours @ 

LABOR- INTERNAL 

Locate Cost @ 

2 Installation Labor for 2 menx 

Final clean -up/&inspection 

Seed Straw@ 

Administrative Hours @ 

LABOR - EXTERNAL Contractor 

Exhibit 7 

Title : WATER MANAGER 

Cost Total cost 

$500.00 each $500.00 

$3.00 per foot $30.00 

per foot $0.00 

$200.00 each $200.00 

$200.00 each $200.00 

each $0.00 

each $0.00 

$50.00 each $50.00 

each $0.00 

$550.00 $550.00 

$500.00 per hour $500.00 

per foot $0.00 

per hour $0.00 

per hour $0.00 

$50.00 per hour $200.00 

per hour $0.00 

per hour $0.00 

per hour $0.00 

Amount 

Total I $2,230.00 
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Name of Utility 

Prepared By: 

Date Prepared: 

Type of Tap 

COMPLETE ALL THAT APPLY 

Exhibit 7 

Cost of Tap Installation 

CITY OF PURYEAR 

SHAYNE HARRIS Title: WATER MANAGER 

MARCH 22, 2022 

Water Tap 

Quantity Itemized Descriplion Cost Total Cost 
MATERIALS 

1 Water Meter @ $200.00 each $200.00 

1 Meter Box@ $300.00 each $300.00 

1 Meter setter/Check Valve @ $200.00 each $200.00 

1 Corporation Stop @ $50.00 each $50.00 

1 Feet of Service Line @ $100.00 per foot $100.00 

Feet of Location Wire/Tape @ per foot $0.00 

1 connection meter fitting @ $50.00 each $50.00 

Saddle@ each $0.00 

Air Compressors @ each $0.00 

Valve or Valve Parts @ each $0.00 

1000 gallons flushing @ per 1000 $0.00 

Miscellaneous $0.00 

EQUIPMENT RENTAL - OUTSIDE 

1 Backhoe Hours @ $300.00 per hour $300.00 

Boring@ per foot $0.00 

Truck and Trailer Hours @ per mile $0.00 

LABOR - INTERNAL 

Locate Cost @ per hour $0.00 

2 Installation Labor for 2 menx $50.00 per hour $200.00 I 
Seed Straw@ $0.00 

Final clean -up/&inspection $0.00 

Administrative Hours @ per hour $0.00 

LABOR - EXTERNAL Contractor Amount 

Total $1,400.00 1 
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CITY OF PURYEAR 
APPLICATION FOR WATER SERVICES 

Exhibit 8 

I hereby request the city of Puryear, Tennessee.to provide water service at the property known as ______ _ 

located on ________ Road and bounded by ________ and ________ _ 

MUTUAL AGREEMENT: 
The (Meter Deposit) will be held by the Town for payment on the account 
should the water service be terminated for any reason and the account remain unpaid. 

RECEIVED from the above applicant 

Meter Deposit$ _______ _ 

Signed: _______________ _ By: _______________ _ 

Address: Date: ---------------- ---------------
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2 
 

INTRODUCTION 
 
Description of the Rutledge Water and Sewer System 
 

The City of Rutledge, Tennessee (City or Rutledge) is in Grainger County.  The 
governing board of the City’s water and sewer system is its five-member Mayor and Board of 
Aldermen.  As of June 30, 2021, the City’s customer base was as follows: 

 
Water 
 
Residential   551 customers 
Commercial  141 customers 
 
Sewer 
 
Residential   193 customers 
Commercial  118 customers  
 
The City purchases its water supply from Bean Station Utility District.  The City operates 

a wastewater treatment plant with a design capacity of 0.2 MGD and is authorized to discharge 
its treated wastewater into Richland Creek.   
 

The City was referred to the Water and Wastewater Financing Board (WWFB) upon the 
submission of its audit for its fiscal year ending June 30, 2020, because it met the statutory 
definition for a financially distressed municipal water and sewer system.  The system had a 
negative change in net position for two consecutive years without regard to any grants or capital 
contributions for its fiscal years ending June 30, 2019 and June 30, 2020.   

 
The City’s water and sewer fund had a positive change in net position of $35,785 for its 

fiscal year ending June 30, 2021.   
 
History of Rates and Existing Rate Structure 
 

Since the City was referred to the WWFB, the City has implemented two increases in water 
and sewer rates.  One increase became effective on July 1, 2020, and the second became effective 
on July 1, 2021.  The City’s current rates for water and sewer service are set forth below.  The City 
does not provide sewer service outside of its municipal limits. 
 
Water Rates 
   
  Residential:  Minimum bill (includes 2,000 gallons) $19.50  
     Over 2,000 gallons     $  7.50 per 1,000 gallons 
 
  Commercial:  Minimum bill (includes 2,000 gallons) $20.50  
     Over 2,000 gallons     $  9.05 per 1,000 gallons 
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Sewer Rates  
 
  Residential:  Minimum bill (includes 2,000 gallons) $23.50  
     Over 2,000 gallons     $  8.75 per 1,000 gallons 
 
  Commercial:  Minimum bill (includes 2,000 gallons) $25.00  
     Over 2,000 gallons     $  9.05 per 1,000 gallons 
   
The water and sewer bill for a customer using 4,000 gallons of water a month at existing rates is 
$75.50. 

 
The City’s water and sewer fund has no debt.  The balance of the Cash and Investments 

accounts of the water and sewer fund as of July 1, 2021, was $1,253,981.  
 
 
Water and Wastewater Financing Board Order 
 

On December 3, 2020, the Water and Wastewater Financing Board (WWFB) issued an order 
directing the City of Rutledge do the following items. 
 

1) The City shall comply with all directives of the Board's order which requires the City hire 
a qualified expert to perform a rate study to include the following items: 
 
• creation of a capitalization policy;  
• a review of all utility fees, including any recommended modifications;  
• a review of the new customer contract, including any recommended modifications;  
• a review of the capital asset list, including any recommended modifications;  
• creation of a five-year capital asset budget to be taken from the current capital asset 

list and to include future anticipated needs. 
 

2) By December 31, 2020, the City shall send Board staff a copy of the contract between the 
City and the qualified expert who is to perform the tasks in paragraph 1. 
 

3) By December 31, 2020, the City shall send Board staff proof that all members of the 
utility systems’ governing body have complied with the training requirements set forth in 
Tenn. Code Ann. 7-34-115(j). 
 

4) By April 1, 2021 the City shall provide Board staff with the completed rate study and 
either proof of implementation of the resulting recommendations or a proposed 
plan of implementation. 
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RECOMMENDATIONS 
 
Recommendation #1 
 
The City needs to adopt the Five-Year Capital Asset Plan attached as Exhibit 1. 
 
Recommendation #2 
 
The City should adopt the rates changes outlined on page 7 of this Report to become effective on 
October 1, 2022, and July 1, 2023. 
 
Recommendation #3 
 
The City should adopt a resolution to establish a capitalization policy which incorporates the 
capitalization cost thresholds and service lives the City currently uses for all capital assets except 
its water and sewer system assets.  The City should adopt the service lives for its water and 
sewer system using the recommended service lives adopted by the WWFB for municipal water 
and sewer systems.  TAUD prepared a suggested resolution which the City can adopt to establish 
the recommended capitalization policy. 
 
Recommendation #4 
 
The City should adopt the following tap fees to ensure the fees cover the costs of tap 
installations: 
 
 Water tap $1,000 
 Sewer tap $   800 
 
Recommendation #5 
 
The City charges a profile fee of $30 when a customer requests a water usage report of its 
account more than once in a calendar year.  The water usage report is a public record.  If a 
customer requested a water usage report as a public record request, the City would not be able to 
charge $30.  The City would be limited to a reimbursement of copying charge for the number of 
pages in the water usage report.  TAUD recommends that the City no longer charge a profile fee 
for a water usage report when requests are made more than once in a calendar year.  The City 
may treat these requests as a public record request and charge accordingly.  
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FIVE YEAR CAPITAL ASSET PLAN  
 

TAUD requested the City project the capital improvements and capital purchases the City 
was planning to make or should consider making to its water system and sewer system over the 
next five years.  They discussed the options for funding these capital expenditures.  TAUD 
prepared a Five-Year Capital Asset Plan based upon the capital improvements information 
provided by Stacy Harbin, City Finance Director. 

 
The City should adopt the Five-Year Capital Asset Plan attached to this Report as 

Exhibit 1.  
 
 
RATE STUDY AND PROPOSED PLAN OF ACTION 
 

To determine whether existing rates will produce sufficient revenues to make the City’s 
water and sewer system self-supporting, TAUD first projected a Statement of Revenues and 
Expenses and Changes in Net Position for the City’s water and sewer fund for its fiscal year 
ending June 30, 2022, to use as its test year.  Revenues were projected using existing rates for the 
five-year projection period.  

 
TAUD projected operation and maintenance expenses for the test year by:  (1) reviewing 

historical information from the five previous years; (2) reviewing the City’s budget for its water 
and sewer fund for its fiscal year ending June 30, 2022; (3) the actual amount of operating 
expenses for the first 6 months of the test year; and (4) considering any known and anticipated 
changes during the test year based upon discussions with the City. See Exhibit 2 attached to this 
Report. 
 
 Then, TAUD projected Statements of Revenues and Expenses and Changes in Net 
Position for the City’s water and sewer fund for its fiscal years ending June 30 of 2023, 2024, 
2025, and 2026.  See Exhibit 3 attached to this Report. 
 
Revenue Projections: 
 

• Water and sewer revenues (metered sales) for the test year, were projected by taking the 
City’s actual annual water usage reports as of June 30, 2021 and applying the City’s 
water and sewer rates in effect on July 1, 2021 to this actual usage.   
 

• Tap fees revenue for the test year was projected using the average of this revenue from 
the past two fiscal years. 
 

• The following revenue items are based upon the City’s budget for its fiscal year ending 
June 30, 2022: 
 

Hydrant charges 
Connection and service fees 
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ServLine revenue 
Interest income 

 
• Since 2017 the City has experienced no annual customer growth and does not plan to 

expand its existing water or sewer system in the near future to add new customers.  
Therefore, the water and sewer revenues for the remaining four years of the five-year 
projection period do not include any revenue increases based annual customer growth.    
 

Expense Projections:  
    

• The following operating expenses for the test year were projected based upon the actual 
amount of these expenses for the first six months of the test year plus an estimate of the 
remaining six months of the test year: 
 
System Expenses: 
 
 Repairs and maintenance 
 Materials and supplies 
 
Administrative and General Expenses: 
 
 OASI 
 Postage and mailing 
 Materials and supplies 

 
• The following operating expenses for the test year were projected based the City’s budget 

for these expenses for the fiscal year ending June 30, 2022: 
 
System Expenses: 
 

Salaries and wages 
Retirement 
Utilities 
Cost of water purchased 
Miscellaneous and other 
Professional services 
 

Administrative and General expenses: 
 
Salaries and wages 
Retirement 
Insurance 
Legal and accounting 
Other professional services 
Data processing services 
Miscellaneous and other 
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• Administrative and General – Repairs and Maintenance expense for the test year was 
projected using the budget for the water and sewer fund for the fiscal year ending June 
30, 2022. 
 

• Depreciation for the test year was based upon the depreciation used for the City’s fiscal 
year ending June 30, 2021, plus any capital improvement completed for the fiscal year 
ending June 30, 2022. 
 

• All operating expenses except depreciation were projected to increase for the remaining 
four years of the five-year projection period due to inflation using the following rates: 
 
Fiscal year ending June 30, 2023   3.5% 
Fiscal year ending June 30, 2024   2.5% 
Fiscal year ending June 30, 2025 and 2026    2.0% 
 

• Annual depreciation expenses for the remaining four years of the five-year projection 
period are projected based upon the City’s existing fixed asset schedule and on the new 
capital assets included in the capital asset plan during the five-year projection period. 
 

Revenue Sufficiency and Rate Modifications Required 
     
 TAUD projects the City’s water and sewer fund will have a negative change in net 
position of ($23,617) for the test year ending June 30, 2022, at existing rates.  TAUD projects 
that the City’s negative change in net position will continue to increase during the remaining four 
years of the five-year projection period.   
 

Therefore, TAUD recommends that effective October 1, 2022, the City decrease the 
number of gallons included in the minimum water bill and sewer bill from 2,000 gallons to 1,000 
gallons.  This rate change will produce additional annual revenues of $66,138 for the City’s 
current fiscal year and will result in a change in net position for the current fiscal year.  The 
water and sewer bill for a customer using 4,000 gallons of water a month with this rate change 
will be $91.75. 

 
Effective July 1, 2023, TAUD recommends that the City decrease the number of gallons 

included in the minimum water bill and sewer bill from 1,000 gallons to 500 gallons.  TAUD 
projects that this change will result in a positive change in net position for the fiscal year ending 
June 30, 2024 of $51,431 with an operating ratio of 1.06%.  The water and sewer bill for a 
customer using 4,000 gallons of water a month with this rate change will be $99.88. 

 
The City should maintain an operating ratio in the 1.1 to 1.2% range to maintain the 

financial stability of its water and sewer system.  For its fiscal year ending June 30, 2025, the 
City’s operating ratio will fall to 1.04% without a rate increase.  Therefore, TAUD recommends 
that rates be increased effective July 1, 2024, to achieve an operating ratio within this range for 
the final two years of the five-year projection period.  TAUD recommends that the City adopt the 
following rates effective July 1, 2024, which include no gallons in the minimum bill: 
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Water: 
  
   Residential   Minimum bill     $21.00  
     Usage rate      $  8.00 per 1,000 gallons  
  
   Commercial   Minimum bill     $22.00  
     Usage rate      $   9.50 per 1,000 gallons  
Sewer: 
  
    Residential   Minimum bill     $25.00  
     Usage rate      $   9.25 per 1,000 gallons  
  
    Commercial  Minimum bill     $27.50  
     Usage rate      $  9.50 per 1,000 gallons 
 

The suggested rate changes to become effective July 1, 2024, are based upon revenue and 
expense projections which are subject to change. Moreover, most of the expenses projected 
during the five-year projection period assume a specific annual rate of inflation.  In today’s 
economic environment, accurately forecasting inflation is particularly difficult. 

 
Therefore, TAUD suggests that its rate recommendation for the fiscal years beginning 

July 1, 2024, should be reviewed as a part of the budgetary process for this fiscal year to ensure 
that rates recommended will continue to produce sufficient revenues to give the water and sewer 
fund a positive change in net position and will permit it to maintain an operating ratio of at least 
1.1%. 

 
Projected Cash and Investments Schedule 
 

Based upon the rate changes recommended, TAUD projects the water and sewer fund 
should have a cash and investments balance of $2,214,527 as of June 30, 2026.  The Water and 
Sewer Fund - Projected Cash and Investments Balance Schedule is attached as Exhibit 4.    
 
 
REVIEW OF THE CITY’S CAPITAL ASSET LIST 
 
 TAUD reviewed the water and sewer fund’s capital asset list with the City and does not 
recommend any changes to the capital asset list.  
 
 
CAPITALIZATION POLICY 
 

The City was not able to locate a resolution or other action which set forth its 
capitalization policy.  The City should adopt a resolution which incorporates the capitalization 
cost thresholds and service lives the City currently uses for all capital assets as described in its 
annual audits, except for its water and sewer system assets.  The City’s capitalization policy 
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should include the service lives for its water and sewer system using the recommended service 
lives adopted by the WWFB for municipal water and sewer systems.  TAUD prepared a 
suggested resolution which the City can adopt to establish this recommended capitalization 
policy which is attached as Exhibit 5 to this Report.   
 
 
UTILITY  FEES 
 
Tap Fees 
 

The City’s current tap fees are as follows: 
 

Water – Residential $750  Commercial   $1,000 
Sewer – Residential $750  Commercial   $1,000 
 
If the actual cost exceeds $750, the customer pays the actual cost plus 10% of 
actual cost over $750. 

  
TAUD recommended that the City review the average material and labor costs it incurs in 

installing water and sewer taps to ensure the current tap fees are covering the cost of making 
taps.  The City estimated the labor and material costs it incurs to install its residential water and 
sewer taps which are set forth in Exhibits 6, 7, and 8 and attached to this Report. 

 
TAUD assisted the City in preparing an itemization of the cost for the installation of both 

short-side and long-side residential water taps.  The current tap fee appears to permit the City to 
charge more than $750 for a tap when the cost exceeds $750 and allows 10% to be added to any 
cost over $750.  Since some of the work on tap installations is performed by City employees, the 
determination of the “actual costs” for the installation of a tap would appear to be difficult to 
quantify.   

 
The current residential tap fees do not quite cover their costs based upon the information 

provided by the City.  TAUD suggests that the new residential water tap fee be $1,000 which is 
average between the cost of the short-side and long-side water taps.  TAUD recommends that the 
sewer tap fee be increased to $800. 

 
To the extent a commercial water meter costs more than a residential meter, adding the 

difference in this cost to the $1,000 residential water tap fee for a commercial tap is reasonable.   
 

Other Utility Fees  
 
At a minimum, a utility fee should cover the labor and administrative cost of the service 

covered by the fee.   
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Connection Fees 
 

The City’s current connection fees are as follows:   
 

Residential 
 
Owner: Water only  $  60.00 
             Water/Sewer $120.00  
 
Rental  Water only    $80.00 
                       Water/Sewer  $160.00  
 
Commercial 
 
Owner   Water only $  65.00  
                        Water/Sewer  $130.00  
                          
Rental   Water   $  85.00  
                        Water/Sewer - $170.00  
        
Transfer Fee: Apartments  $40.00 (Apt)  

Other   $45.00 (Other) 
 

The connection fee is charged to establish new service for a customer.  The fee should 
attempt to cover the costs for a customer service employee meeting with the applicant or talking 
with the applicant by phone, reviewing the application for service, and processing the connection 
fee payment and tap fee payment, if applicable.  A field employee must travel to the service 
address to verify the initial meter reading for the new account and to turn on the meter.  TAUD 
assisted the City in preparing an itemization of the costs for signing up a new customer which 
indicates the cost of setting up new water and sewer service is $48.25.  See Exhibit 9.  
Therefore, the $60 residential connection fee and $65 commercial connection fee appear to cover 
the labor and administrative costs incurred to sign up a new customer for service.  

 
The City charges residential and commercial water customers who are renters a 

connection fee which is $20 higher than the fee charged property owner customers.  The City 
informed TAUD that it experiences significantly higher uncollectible accounts for rental 
customers than non-rental customers.  Using a higher connection fee of $20 to create revenue to 
offset the higher uncollectible accounts of rental customers is reasonable.  

 
The City charges a new customer who receives both water and sewer service a 

connection fee which is double the connection fee charged water only customers.  The cost to 
sign up a customer for water and sewer service is approximately the same as signing up a 
customer for water service only; therefore, the connection fee for water and sewer service covers 
its cost.  To the extent the connection fee for water and sewer service exceeds its cost, the fee 
provides additional revenue to the water and sewer system.  The extent to which a utility decides 
to charge fees to provide revenues above cost is a policy decision for the governing board of the 
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utility.  Therefore, TAUD does not recommend any changes to the current connection fee for 
water and sewer service.  

The transfer fee is charged to an existing customer who moves from one location to 
another within the City’s water system.  Because there is a little less work required for a transfer, 
the transfer fees are reasonable.  
 
Re-Connection Fee 

 
The City’s reconnection is $45.00.  The reconnection fee is charged to reinstate service 

after the termination of service for nonpayment or other reasons.  The fee should cover costs of 
office personnel on a service termination and the cost of two trips to the service address, one trip 
to turn off water service for nonpayment and a second trip to turn service back on after payment 
is received.  TAUD assisted the City in preparing an itemization of the costs for the termination 
and reinstatement of service which indicates the cost of terminating and reinstating service is 
$43.75. See Exhibit 10.  Therefore, the $45 reconnection fee appears to cover the labor and 
administrative costs incurred to terminate and reinstate utility service.   

 
Other Fees 
 

Profile - $30.00 (1st Free)  
Reread Meter - $30.00  
Return Check - $35.00 
 
The reread meter fee is charged when customer requests the City to read its water meter a 

second time based upon the usage in the customer’s bill.  The return check fee is permitted by 
Tennessee law and does not exceed the maximum amount allowed.  TAUD asserts that the 
reread meter fee and return check fees are reasonable and appropriate.  

 
The profile fee is charged when a customer requests a water usage report more than once 

in a calendar year.  The profile fee is being charged for a water usage report which is a public 
record.  If a customer requested a water usage report as a public record request, the City would 
not be able to charge $30.  The City would be limited to a reimbursement of copying charge for 
the number of pages in the water usage report.  Therefore, the City may want to reconsider 
charging the profile fee in the future and simply treat any request by a customer of its water 
usage as a public record request and charge accordingly.  

 
 
REVIEW OF CITY’S CUSTOMER CONTRACT 
 
 The City requires new customers to sign its Application for Water and Sewer Service 
which is attached as Exhibit 11.  The Application is the only document a new customer signs to 
obtain water and/or sewer service.  The Application appears to sufficiently identify the applicant 
and has language which incorporates the City’s rules and regulations for service and references 
that a copy of the City’s policy/ordinance is available upon request which should contains these 
rules and regulations.  The City would benefit from a revision of the Application which 
addresses the following items. 
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• If the City’s ordinances do not have all the terms and conditions for providing service, 
then such terms and conditions should be spelled out in the application.  
 

• The Application references the actual water and sewer rates, tap fees, and other fees the 
City has.  These rates and fees will change over time.  The City may want to just 
reference a Schedule of Rates and Charges in the Application so it does not have to 
change the language of the Application each time there is a rate change.  
 

• The application has no language which limits the City’s liability for interruptions of 
water or sewer services which are beyond its control. 
 

• The application does not set forth the reasons for service termination such as for non-
payment, rule violations, etc. 

 
There may be other helpful provisions which the City could include in its Application.  

TAUD suggests that the City have its attorney revise the Application to address the above items 
and other provisions which might be helpful for the City.  In the alternative, the City may 
consider working with TAUD to improve the form and structure of its Application.  
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Sewer Line - Clayton Home Factory 

Sewer Improvements 

Sewer Mapping 

Total 

Cumulative Depreciation 

Total Capital Outlay & Depreciation 

Source of Funds 
Loans 

Grants 

Cash 

Total Funding Sources 

Rutledge, Tennessee -Water & Sewer 

Five Year CaQital Asset Plan 

6/30/2022 6/30/2023 6/30/2024 

505,065 
- 262,825 262,825 
- - 50,000 

505,065 262,825 312,825 

12,627 19,197 27,018 

517,692 282,022 339,843 

505,065 234,003 284,003 
- 28,922 28,922 

505,065 262,925 312,925 

Exhibit 1 

6/30/2025 6/30/2026 

27,018 27,018 

27,018 27,018 
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Exhibit 2 

Rutledgei Tennessee- Test Worksheet 
Water & Sewer Fund 

City Budget 2 Year 6 months Estimated Estimated 7 Test Year 
7L1L21- 1L1L22 -

21-22 Average 12L31L21 6L30L22 21-22 I 21-22 ~lanation 

Operating Revenues: 

Water & Sewer Charges 650,000 616,032 329,513 329,513 659,026 614,950 Used calculated amount with new rates 

Hydrant Charges 4,200 4,241 2,081 2,081 4,162 4,200 Used budget 

Connection & Service Charges . 25,750 39,453 15,884 15,884 31,768 25,750 Used budget 

Tap Fees 3,750 7,797 5,658 5,658 11,316 7,797 Used average from last 2 years 

Servline Revenue 20,000 10,358 10,358 20,716 20,000 Used budget 

Total Operating Revenues 703,700 667,523 363,494 363,494 726,988 672,697 

Operating Expenses: 

System Expenses 

Salaries & Wages 153,000 146,126 76,594 76,594 153,188 153,000 Used budget 

Retirement 9,500 (10,425) 4,578 4,578 9,156 
! 

9,500 Used budget 

Repairs & Maintenance 51,700 54,720 19,297 19,297 38,594 38,594 Used estimated for this fiscal year 

Materials & Supplies 22,925 17,162 10,755 10,755 21,510 21,510 Used estimated for this fiscal year 

Utilities 82,020 80,757 45,351 45,351 90,702 82,020 Used budget 

Cost of Water Purchased 140,000 139,059 69,999 69,999 139,998 140,000 Used budget 

Miscellaneous & Other 1,750 2,800 1,100 1,100 2,200 1,750 Used budget 

Professional Services 6,200 7,021 4,507 4,507 9,014 6,200 Used budget 

Grant Expenditures #REF! 148,150 148,150 - N/A 
Adm & General 

Salaries & Wages 30,000 32,146 14,902 14,902 29,804 30,000 Used budget 

OASI 15,000 13,209 6,929 6,929 13,858 13,858 Used estimated for this fiscal year 

Retirement 1,800 (2,370) 880 880 1,760 1,800 Used budget 

Repairs & Maintenance 13,654 14,490 14,490 13,654 Used last 2 year average 

Insurance 11,000 9,177 10,314 10,314 11,000 Used budget 

legal & Accounting 5,500 5,413 5,500 5,500 5,500 Used budget 

Postage & Mailing 4,400 4,851 2,400 2,400 4,800 4,800 Used estimated for this fiscal year 

Other Professional Services 22,000 10,566 10,566 21,132 22,000 Used budget 

Materials & Supplies 3,500 6,240 2,367 2,367 4,734 4,734 Used estimated for this fiscal year 

Data Processing Services 8,000 9,804 6,455 6,455 12,910 8,000 Used budget 

Miscellaneous & Other 2,500 3,105 366 366 732 2,500 Used budget 

Depreciation 131,200 125,993 65,600 65,600 131,200 130,684 Used 21 audit plus new additions 

Total Operating Expenses 701,995 #REF! 515,600 348,146 863,746 I 701,104 

Operating Income (Loss) 1,705 #REF ! (152,106)_ ___ 15,348 (136,758) (28,407) 
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Exhibit 2 

Nonoperating Revenues (Expenses) 

Interest Income 1,700 4,790 5,885 5,885 I 4,790 Used last 2 year average 

Total Nonoperating Revenues (Exp, 1,700 4,790 5,885 5,885 4,790 

Change in Net Position before 

Contributed Capital 3,405 #REF! (146,221) 15,348 (130,873) (23,617) 

Capital Contributions/ Grants 173,260 144,631 144,631 
I 

Change in Net Position 3,405 #REF! (1,590) 15,348 13,758 (23,617) 
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Exhibit 3 

Rutledge2 Tennessee- Projected Statements of Revenues and Ex~enses and Changes in Net Position 

Water & Sewer Fund 

Projected Projected Projected Projected Projected 
6/30/2022 6/30/2023 6/20/2024 6/30/2025 6/30/2026 

Operating Revenues: 

Water & Sewer Charges 614,950 614,950 614,950 614,950 614,950 

Hydrant Charges 4,200 4,200 4,200 4,200 4,200 

Connection & Service Charges 25,750 25,750 25,750 25,750 25,750 

Tap Fees 7,797 7,797 7,797 7,797 7,797 

Servline Revenue 20,000 20,000 20,000 20,000 20,000 

Total Operating Revenues 672,697 672,697 672,697 672,697 672,697 

Operating Expenses: 

System Expenses 

Salaries & Wages 153,000 158,355 162,314 165,560 168,871 

Retirement 9,500 9,833 10,078 10,280 10,485 
Repairs & Maintenance 38,594 39,945 40,943 41,762 42,598 

Materials & Supplies 21,510 22,263 22,819 23,276 23,741 

Utilities 82,020 84,891 87,013 88,753 90,528 

Cost of Water Purchased 140,000 144,900 148,523 151,493 154,523 

Miscellaneous & Other 1,750 1,811 1,857 1,894 1,932 

Professional Services 6,200 6,417 6,577 6,709 6,843 

Adm & General 

Salaries & Wages 30,000 31,050 31,826 32,463 33,112 

OASI 13,858 14,343 14,702 14,996 15,296 

Retirement 1,800 1,863 1,910 1,948 1,987 

Repairs & Maintenance 13,654 14,132 14,485 14,775 15,070 

Insurance 11,000 11,385 11,670 11,903 12,141 

Legal & Accounting 5,500 5,693 5,835 5,952 6,071 

Postage & Mailing 4,800 4,968 5,092 5,194 5,298 

Other Professional Services 22,000 22,770 23,339 23,806 24,282 

Materials & Supplies 4,734 4,900 5,022 5,123 5,225 
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Data Processing Services 8,000 8,280 8,487 8,657 8,830 

Miscellaneous & Other 2,500 2,588 2,652 2,705 2,759 

Depreciation 130,684 143,567 151,388 151,388 151,388 

Total Operating Expenses 701,104 733,952 756,532 768,635 780,980 

Operating Income (Loss) (28,407) (61,255) (83,835) (95,938) (:1._()8_,_283) 

Nonoperating Revenues (Expenses) 

Interest Income 4,790 2,990 2,990 2,990 2,990 

Total Nonoperating Revenues (Expense 4,790 2,990 2,990 2,990 2,990 

Change in Net Position before (23,617) (58,265) (80,845) (92,948) (105,293) 

Capital Contributions/ Grants 

Change in Net Position {23,617) (58,265) {80,845) (92,948) (105,293) 

Revenue Generated from Suggested 

Rate Increase I N/A 66,138 132,276 226,164 226,164 

Change in Net Position after 

Suggested Rate Increase (23,617) 7,873 51,431 133,216 120,871 

NOTE: For FY23, we increased expenses 3.5% for inflation, FY24, 2.5% for inflation, FY25 and FY26, 2% for inflation. All expenses were 

increased by these percentages with the exception of depreciation expense. Depreciation expense increased with new depreciation 

from 5-year capital plan. 

Exhibit 3 257



Exhibit 4 

Rutledge, Tennessee - Water & Sewer Fund - Proiected Cash and Investment 
Schedule 

Projected Projected Projected Projected Projected 

6/30/2022 6/30/2023 6/30/2024 6/30/2025 6/30/2026 

Beginning Balance 1,253,981 1,361,048 1,483,667 1,657,664 1,942,268 

Sources of Funds 

Water & Sewer Charges*** 614,950 681,088 747,226 841,114 841,114 
Hydrant Charges 4,200 4,200 4,200 4,200 4,200 
Connection & Service Charges 25,750 25,750 25,750 25,750 25,750 
Tap Fees 7,797 7,797 7,797 7,797 7,797 
Servline Revenue 20,000 20,000 20,000 20,000 20,000 
Interest Revenue 4,790 2,990 2,990 2,990 2,990 
Grants 505,065 234,003 284,003 

Total Sources of Funds 1,182,552 975,828 1,091,966 901,851 901,851 

Uses of Funds 

Operating Expenses 701,104 733,952 756,532 768,635 780,980 
Depreciation (130,684) (143,567) (151,388) (151,388) (151,388) 

Capital Assets Purchased 505,065 262,825 312,825 

Total Uses of Funds 1,075,485 853,210 917,969 617,247 629,592 

Ending Balance 1,361,048 1,483,667 1,657,664 1,942,268 2,214,527 

*** Includes revenue from suggested rate increase 

NOTE: This synopsis from beginning funds to ending funds does not include accounts receivable, accounts 

payable, fixed asset or any other adjustments made to the balance sheet. This is a "cash basis" summary. 
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Exhibit 5 

RESOLUTION NO. 2022-- ------

A RESOLUTION TO ESTABLISH CAPITALIZATION THRESHOLDS FOR ASSETS TO BE 
RECORDED AS CAPITAL ASSETS IN THE CITY'S FINANCIAL STATEMENTS 

WHEREAS, the City of Rutledge, Tennessee (the City) desires to formally adopt the 
capitalization thresholds at which its assets have historically been capitalized and recorded as 
capital assets in the City's financial statements; and 

WHEREAS, the City desires to establish appropriate capitalization service lives for its 
water and sewer system assets which are consistent with the directives of the Water and 
Wastewater Financing Board for municipal water and sewer systems. 

NOW, THEREFORE, BE IT RESOLVED by the Mayor and Board of Alderman that: 

(a) Capitalization Thresholds. City assets with an estimated useful life of more 
than one year will be capitalized when the cost of the asset is $2,500 or more. Land and 
Construction in Progress are capitalized but not depreciated. The costs of normal maintenance 
and repairs that do not add to the value of the asset or materially extend asset lives are not 
capitalized. 

(b) Asset Cost Basis. Capital assets shall be recorded at historical cost when the 
cost is reasonably determinable. If historical cost data is not determinable, an estimated 
historical cost will be used. 

(1) Actual Cost-This cost will include the purchase or construction cost (which can be 
obtained through invoice, purchase order, and paid check files) and charges necessary 
to place the asset into service at its intended location. Such necessary costs may 
include costs such as freight and transportation, site preparation expenditures, interest 
costs, professional fees, and legal claims directly attributable to asset acquisition. 

(2) Estimated Cost - This cost will be based on as much documentary evidence as can be 
found to support the cost, such as interviews with vendors selling such assets 
engineers, or other personnel and price level adjustments based on the Consumer 
Price Index for each asset. 

(3) Donated Cost -These assets will be based on their estimated fair market value at time 
of acquisition. A determination as to the fair market value basis will be included with 
property records. 

( 4) Interest on Debt Issued - Interest on debt issued for the construction of an asset will 
be capitalized as part of the asset ' s cost to the extent of the interest that was incurred 
during the construction period only. 
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(c) 

(d) 

Depreciation. 

(1) Depreciation is a method for allocating the cost of capital assets over their useful lives. 
Generally accepted accounting principles dictate that the value of the capital asset must 
be written off as an expense over the useful life of the asset. 

(2) Annual depreciation expense will be calculated using the straight-line method. 

(3) When the asset is disposed of, the actual date of disposal is disregarded, and the 
disposal date is the end of the month prior to the month of disposal (i.e. no depreciation 
is taken for the month of disposal) . 

( 4) The salvage value of an asset is an estimate made by management of what the value of 
an asset will be at the end of its useful life. If the City intends to utilize a capital asset 
until it is literally worthless, a salvage value of zero (0) will be assigned. 

Useful Lives of Capital Assets 

Asset Type Useful Life in Years 

Land and Easements No depreciation 

Buildings ( other than water and sewer system) 5-20 

Improvements other than buildings (other than water and sewer) 2-50 

Mobile equipment 3-30 

Furniture, machinery, and equipment (other than water and sewer) 5-10 

Water System: 

Buildings (Office and Plant) 
Equipment and Tools 
Furniture and Fixtures 
Machinery, Equipment and Service Vehicles 
Pumps and Treatment Equipment 
Transportation Equipment 
Water Lines and Storage 
Well I Dam 

2 

20-50 
3-10 
3-10 
3-10 
3-10 
3-10 

20-50 
Engineer' s Estimate 
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Sewer System: 

Buildings (Office and Plant) 
Equipment and Tools 
Furniture and Fixtures 
Machinery, Equipment and Service Vehicles 
Pumps and Treatment Equipment 
Transportation Equipment 
Wastewater (Sewer) System 

Adopted this __ day of _____ 2022. 

Mayor 
Attest: --------------

City Recorder 

3 

20-50 
3-10 
3-10 
3-10 
3-10 
3-10 

20-50 
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Name of Utility 

Prepared By: 

Date Prepared: 

Type of Tap 

COMPLETE ALL THAT APPLY 

Exhibit 6 

Cost of Tap Installation 

City of Rutledge 

Nathaniel Allsup Title: 

Water Tap Long Side 

Quantity llemized Description Cost Total Cost 
MATERIALS 

1 Water Meter @ each $159 .00 

1 Meter Box and Lid @ each $72 .00 

1 Meter setter/Check Valve @ each $215 .00 

1 Corporation Stop @ each $52.00 

20-60 Feet of Service Line @ $0.40 per foot $24.00 

0 Feet of Location Wire/Tape @ per foot $0.00 

1 connection meter fitting @ each $25 .00 

1 Saddle @ each $50.74 

1 Air Compressors @ $200.00 each $200.00 

Valve or Valve Parts @ each $0.00 

1000 gallons flushing @ per 1000 $0 .00 

Miscellaneous $0.00 

EQUIPMENT RENTAL - OUTSIDE 

2 Backhoe Hours @ $80.00 per hour $160 .00 

1 Boring @ Flat Rate $100.00 

Truck and Trailer Hours @ per mile $0.00 

LABOR - INTERNAL 

Locate Cost @ per hour $0 .00 

2 Installation Labor for 2 men x $25 .00 per hour $100.00 

Seed Straw@ $0.00 

Final clean -up/&inspection $0.00 

Administrative Hours @ per hour $0.00 

LABOR - EXTERNAL Contractor Amount 

Total $1,157.741 
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Name of Utility 

Prepared By: 

Date Prepared: 

Type of Tap 

COMPLETE ALL THAT APPLY 

Exhibit 7 
Cost of Tap Installation 

City of Rutledge 

Nathaniel Allsup Title: 

Water Tap 

Quantity Itemized Oescriplion Cost Total Cost 
MATERIALS 

1 Water Meter@ 

1 Meter Box and Lid @ 

1 Meter setter/Check Valve@ 

1 Corporation Stop @ 

20-60 Feet of Service Line @ 

0 Feet of Location Wire/Tape @ 

1 connection meter fitting @ 

1 Saddle@ 

Air Compressors @ 

Valve or Valve Parts @ 

I 000 gallons flushing @ 

Miscellaneous 

EQUIPMENT RENTAL - OUTSIDE 

2 Backhoe Hours @ 

0 Boring @ 

Truck and Trailer Hours @ ------
LABOR - INTERNAL 

Locate Cost @ ------
2 Installation Labor for 

Seed Straw@ ------
Final clean -up/&inspection ------
Administrative Hours @ ------

LABOR - EXTERNAL 

each 

each 

each 

each 

$0.40 per foot 

per foot 

each 

each 

each 

each 

per 1000 

$80.00 per hour ------
Flat Rate 

per mile ------

per hour ------
2 men x $25.00 per hour ------

______ per hour 

Contractor Amount 

Total 

$159.00 

$72.00 

$215 .00 

$52.00 

$24.00 

$0.00 

$25.00 

$50.74 

$0 .00 

$0.00 

$0.00 

$160.00 

$0.00 

$0.00 

$0.00 

$100 .00 

$0.00 

$0 .00 

$0 .00 

$857.74 I 
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Name of Utility 

Prepared By: 

Date Prepared: 

Type of Tap 

COMPLETE ALL THAT APPLY 

Exhibit 8 

Cost of Tap Installation 

Rutledge 

Nathaniel Allsup Title: 

Residential Sewer Tap 

Quantity Itemized Description Cost Total Cost 
MATERIALS 

1 Tap into main @ $25 .00 each $25 .00 

20 Feet of Service Line @ $3.00 per foot $60.00 

Feet of Location Wire/Tape @ per foot $0.00 

1 connection sewer main fitting @ $50 .00 each $50.00 

1 Saddle @ $75 .00 each $75 .00 

Air Compressors @ each $0.00 

Valve or Valve Parts (if used) @ each $0.00 

2 Clean out at customer connection point @ $50 .00 each $100.00 

1 Gravel in protection if over 5' deep $100 .00 each $100.00 

1 Miscellaneous $50.00 $50.00 

EQ,UIPMENT RENTAL- OUTSIDE 

3 Backhoe Hours @ $80.00 per hour $240.00 

Boring @ per foot $0.00 

Truck and Trailer Hours @ per hour $0.00 

LABOR - INTERNAL 

Locate Cost @ per hour $0.00 

2 Installation Labor for 2 me 2 how $25 .00 per hour $100.00 

Final clean -up/&inspection per hour $0.00 

Seed Straw@ per hour $0.00 

Administrative Hours @ per hour $0.00 

LABOR - EXTERNAL Contractor Amount 

Total per hour $800.00 I 
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Name of Utility: 

NEW CUSTOMER CONNECTION FEE 

COST JUSTIFICATION 

Rutledge 

The following is an itemization of expenses for setting up service to a new customer 

Field Personnel 

Office Personnel 

Materials 

Average Mileage for Customer Trip 

10 

Other Expense (Describe) 

Total 

Hours 

1 

1 

Unit 

Hourly 

Rate 

21.00 

$ 21 .00 

Quantity Cost 

miles x $.625 per mile 

TOTAL COST 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

Exhibit 9 

21.00 

21.00 

6.25 

48.25 
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Name of Utility: Rutledge 

RECONNECTION FEE 

COST JUSTIFICATION 

so 

The following is an itemization of expenses for disconnection service and reconnecting service. 

Labor 

Field Personnel 

Office Personnel 

Materials 

Average Mileage for Customer Trip 

10 

Other Expense (Describe) 

Total 

Hours 

1 

0.5 

Unit 

Quantity 

Hourly 

Rate 

$ 25.00 

$ 25.00 

miles x $ .. 625 per mile 

TOTAL COST 

$ 25.00 

$ 12.50 

$ 

$ 

$ 

$ 6.25 

$ 

$ 

$ 

$ 43.75 
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CITY OF RUTLEDGE 

APPLICATION FOR WATER & SEWER SERVICE 

Exhibit 11 

Customer Name: ______________ Acct#: _______ Date: ____ _ 

Service Address: ____________________ Phone#: _______ _ 

Billing Address:--------------------------------

Social Security#: ___________ Employment: ______________ _ 

Type of Service : Residential __ _ Commercial __ _ Owner _ _ _ 

Rental __ _ Water Service Sewer Service --- ---
Water Tap __ _ Sewer Tap __ _ Transfer Fee __ _ 

Reconnect Fee __ _ Reread Fee __ _ Meter Profile Fee __ _ 

I hereby apply for services as checked above at the address/account number shown and agree to abide 

by the rules and regulations governing such service (Copy of policy/ordinance available on request) . I 

understand all service charges are Non-Refundable. 

Signed: ________________ Signed : ______________ _ 

Property Owner/Lessee 

RESIDENTIAL 

Water: Owner $60.00 

Rental $80.00 

Sewer: Owner $60.00 

Rental $80.00 

Water Tap $750.00 

Sewer Tap $750.00 

City Employee/Title 

WATER & SEWER SERVICE CHARGES & FEES 

COMMERCIAL 

Water: Owner $65.00 

Rental $85 .00 

Sewer: Owner $65.00 

Rental $85.00 

Water Tap $1,000.00 

Sewer Tap $1,000.00 

OTHER FEES 

Meter Profile Fee $30.00 

Transfer Fee $40.00 (Apt) 

Reconnection Fee $45.00 

Reread Fee $30.00 

Transfer $45.00 (Other) 

(Tap Fees Plus 10% of Actual Cost will be billed after meter is installed) 

Total Charges: CC#: Check#: Cash : ------- ----- ------ ----

Required Documents: Valid Driver's License, Social Security Number, & Rental/Lease Agreement 

The City of Rutledge reserves the right to refuse services if these documents are not provided 
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Tennessee Association 
of Utility Districts 

forTennffSff's future 

REPORT FOR TOWN OF TRIMBLE, 
TENNESSEE 

WATER AND WASTEWATER 
FINANCING BOARD 

ORDER DATED SEPTEMBER 18, 2020 

February 28, 2022 
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INTRODUCTION 

Description of the Trimble Water Svstem and Sewer System 

The Town of Trimble, Tennessee (Town or Trimble) is located in Dyer and Obion 
Counties. The governing board of the Town's water and sewer system is its Mayor and Board of 
Aldermen. The Town gets its raw water supply from two wells and operates a water treatment 
plant with a design capacity of 1.5 MGD. The Town operates a wastewater treatment plant with 
an average design capacity of 0.2 MGD which discharges into the Obion River. 

The Town was referred to the Water and Wastewater Financing Board (WWFB) upon the 
submission of its audit for its fiscal year ending June 30, 2019, because it met the statutory 
definition for a financially distressed municipal water and sewer system. The system had a 
negative change in net position for two consecutive years without regard to any grants or capital 
contributions for its fiscal years ending June 30, 2018 and June 30, 2019. 

The Town's water and sewer fund had a negative change in net position of ($18,863) for 
its fiscal year ending June 30, 2020. 

Historv of Rates and Existing Rate Structure 

The Town charges all of its water and sewer customers the same rates. Since the Town 
was referred to the WWFB, it increased rates effective July 1, 2021. 

Water Rates 

Minimum charge 
Per 1,000 gallons 

Sewer Rates 

Minimum bill (includes 2,800 gallons) 
Over 2,800 gallons 

$22.50 
$ 3.50 per 1,000 gallons 

$14.00 
$ 3.00 per 1,000 gallons 

The balance of the Cash and Investments accounts of the water and sewer fund as of July 
1, 2021, was $290,219. 

Water and Wastewater Financing Board Order 

On September 18, 2020, the Water and Wastewater Financing Board (WWFB) issued an 
order directing the Town of Trimble do the following items. 

1) The Town was directed to hire a qualified expert to perform a rate study to include the 
following items: 

2 
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• The creation of a five-year capital asset budget to be taken from the 
current capital asset list and to include future anticipated needs; 

• A review of new customer contract to include recommended modifications 
if needed; 

• A review of tap fees to include recommended modifications if needed; and 

• A review of the leak adjustment policy to include recommended 
modifications if needed. 

2) By October 31, 2020, the Town shall send Board staff a copy of the contract between the 
Town and the qualified expert who is to perform the tasks in the Board's September 18, 
2020 order. 

3) By February 28, 2021, the Town shall provide Board staff with the completed rate study 
and either proof of implementation of the resulting recommendations or a proposed 
plan of implementation. 

3 
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RECOMMENDATIONS 

Recommendation #1 

The Town needs to adopt the Five-Year Capital Asset Plan attached as Exhibit 1. 

Recommendation #2 

The Town should adopt the increases in water and sewer rates for its fiscal years beginning July 
1, 2022, and July 1, 2023, as set forth on page 7 of this Report. 

Recommendation #3 

T AUD suggests the Town get its attorney to review and prepare new applications for service if 
the Town attorney deems the changes discussed in this Report and other changes would be 
beneficial. T AUD is willing to work with the Town or its attorney on new service application 
forms. 

Recommendation #4 

TAUD recommends that the Town's "tap fee" for a new water or sewer tap be the actual cost the 
Town incurs to have a contractor install the new water or sewer tap. 

Recommendation #5 

TAUD recommends that the Town have its attorney prepare an ordinance for adoption by the 
Town's Board which includes the terms and conditions for leak adjustments which it has in its 
current policies. 

4 
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FIVE YEAR CAPITAL ASSET PLAN 

John Hall met with Town representatives to discuss potential capital improvements and 
capital purchases the Town was planning to make or should consider making to its water and 
sewer system over the next five years. They discussed the options for funding these capital 
expenditures. Mr. Hall prepared a Five-Year Capital Asset Plan based upon these discussions 
which was used in the TAUD financial projections. 

The Town should adopt the Five-Year Capital Asset Plan attached to this Report as 
Exhibit 1. 

RA TE STUDY AND PROPOSED PLAi~ OF ACTION 

To determine whether existing rates will produce sufficient revenues to make the Town's 
water and sewer system self-supporting, TAUD first projected a Statement of Revenues and 
Expenses and Changes in Net Position for the Town's water and sewer fund for its fiscal year 
ending June 30, 2022, to use as its test year. TAUD projected the revenues for the system using 
existing rates. TAUD projected operation and maintenance expenses and debt service payments 
by: (1) reviewing historical information from the five previous years; (2) reviewing the Town's 
budget for its water and sewer fund for its fiscal year ending June 30, 2022; and (3) considering 
any known and anticipated changes during the test year. See Exhibit 2 attached to this Report. 

Then, TAUD projected Statements of Revenues and Expenses and Changes in Net 
Position for the Town's water and sewer fund for its fiscal years ending June 30 of 2023, 2024, 
2025, and 2026. See Exhibit 3 attached to this Report. 

Revenue Projections: 

• Water and sewer revenues (water and sewer sales) for the test year, were projected by 
taking the Town's actual annual water usage reports as of June 30, 2021, and applying 
the Town's water and sewer rates in effect on July 1, 2021, to this actual usage. 

• Penalty and interest income for the test year was projected using the Town's budget for 
its fiscal year ending June 30, 2022. 

• Miscellaneous revenue for the test year was projected using the Town's budget for its 
fiscal year ending June 30, 2022. 

• Since 2016 the Town has experienced minimal annual customer growth and does not plan 
to expand its existing water or sewer system in the near future to add new customers. 
Therefore, the water and sewer revenues for the remaining four years of the five-year 
projection period do not include any revenue increases based upon annual customer 
growth. 

• Interest income and rental income were projected using the Town's budget for its fiscal 
year ending June 30, 2022. 

5 
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Expense Projections: 

• The following operating expenses for the test year are projected based upon the average 
of these expenses for the fiscal years ending June 30 of 2020 and 2021: 

Wages 
Insurance 
Professional fees 
Payroll taxes 
Dues and conferences 
Miscellaneous 
Chemicals 

• The following operating expenses for the test year are projected based upon the average 
of these expenses for the Town's last four fiscal years: 

Repair and maintenance 
Supplies 

• Depreciation for the test year is based upon the Town's fixed asset schedule which 
includes the annual depreciation of its capital assets plus depreciation on the capital 
assets added during the fiscal year ending June 30, 2021. 

• For the remaining four years in the five-year projection period, all operating expenses, 
except depreciation, are increased by 2% annually over the projected amount for the test 
year. 

• Annual depreciation expenses for the remaining four years of the five-year projection 
period are projected based upon the Town's existing fixed asset schedule and on the new 
capital assets included in the capital asset plan during the five-year projection period. 

• Interest expense during the five-year projection period is based on the debt amortization 
schedules of existing debt. 

Revenue Sufficiency and Rate Modifications Required 

TAUD projects that the Town's water and sewer fund will have a positive change in net 
position of $14,353 for the test year ending June 30, 2022, not including capital contributions 
and grant revenue. While the Town's water and sewer fund should continue to have a positive 
change in net position for its fiscal years ending June 30 of 2023 and 2024, the Town should set 
rates to continue to give it an operating ratio of around 1.1. Rates should be set to produce 
revenues to achieve an operating ratio of around 1.1 and to cover the annual interest expenses of 
the Town's water and sewer fund. 
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To achieve these results, TAUD recommends that the Town adopt the following water 
and sewer rate increases effective July 1, 2022, and July 1, 2023. 

TADD recommends the Town adopt the following rates effective July 1, 2022: 

Water Rates 

Minimum charge 
Per 1,000 gallons 

Sewer Rates 

Minimum bill (includes 2,800 gallons) 
Over 2,800 gallons 

$22.50 
$ 3.85 per 1,000 gallons 

$14.00 
$ 3.35 per 1,000 gallons 

TADD recommends the Town adopt the following rates effective July 1, 2023 : 

Water Rates 

Minimum charge 
Per 1,000 gallons 

Sewer Rates 

Minimum bill (includes 2,800 gallons) 
Over 2,800 gallons 

$22.50 
$ 3.95 per 1,000 gallons 

$14.00 
$ 3.45 per 1,000 gallons 

Based upon its projections, TADD anticipates that the Town will need additional water 
and sewer rate increases for its fiscal years beginning July 1 of 2024 and 2025. The annual rate 
recommendations for the fiscal years beginning July 1, 2024, are based upon revenue and 
expense projections which are subject to change. Therefore, these rate recommendations should 
be reviewed annually as a part of the budgetary process each year to ensure that the rates 
recommended will continue to produce sufficient revenues to give the water and sewer fund a 
positive change in net position and an appropriate operating ratio. 

Projected Cash and Investments Schedule 

If the Town adopts TAUD's suggested rate increases through July 1, 2025, the water and 
sewer fund should have a cash and investments balance of $668,449 as of June 30, 2026. The 
Water and Sewer Fund - Projected Cash and Investments Balance Schedule is attached as 
Exhibit 4. 
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CUSTOMER CONTRACT 

The Town has two separate applications for water and sewer service, one for property 
owner customers and one for rental property customers. These applications are attached as 
Exhibit 5. The Town uses these same applications for solid waste services. 

TAUD has reviewed these applications and suggests the Town considers the following: 

• The property owner application contemplates that a new tap is being installed for the 
applicant. However, most of the Town's new customers are moving into residences and 
businesses with existing taps. The Town may want to include the tap provisions in a 
separate addendum or agreement. 

• The Town may want to consider having a single application form for all customers. A 
new application form can simply have the applicant indicate whether the applicant is a 
property owner or rental applicant. 

• The renter's application has some provisions in it which the property owner's application 
does not such as the reconnection fee. 

TAUD suggests the Town get its attorney to review and prepare new applications for 
service if the Town attorney deems the above provisions and other changes would be beneficial. 
TAUD is willing to work with the Town or its attorney on new service application forms. 

TAP FEES 

Tap fees should be set to cover the Town's cost of installing new water and sewer taps. 
According to the Town, it has only installed five water and sewer taps in the last 20 years. 
Because new taps are installed so infrequently, the Town hires a contractor to install water and 
sewer taps when service to a new customer requires a new water or sewer tap. TAUD 
recommends that the Town's "tap fee" for a new water or sewer tap be the actual cost the Town 
incurs to install the new water or sewer tap. 

LEAK ADJUSTMENT POLICY 

TADD reviewed the Town's water and sewer leak adjustment policies which are attached 
as Exhibit 6. When a utility reduces a customer's water or sewer bill due to a water leak, the 
remaining customers of the utility are subsidizing the cost of the leak. Therefore, the amount of 
any leak adjustment should reflect a fair and reasonable sharing of the loss of revenue resulting 
from a leak adjustment. The terms and conditions of the Town's leak adjustment policies appear 
to be reasonable. 

The Town's leak adjustment policies do not appear to have been adopted by ordinance 
and incorporated in the Town's Municipal Code. TAUD recommends that the Town have its 
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attorney prepare an ordinance to adopt the terms and conditions for leak adjustments as set forth 
in Exhibit 6. 
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Filter Support Repair & Paint 

Clearwell Painting & Concrete Coating 

Elevated Tank Inspection 

Generator Control Switch 

Total 

Cumulative Depreciation 

Total Capital Outlay & Depreciation 

Source of Funds 

Loans 

Grants 

Cash 

Total Funding Sources 

Trimble, Tennessee 

Five Year Capital Asset Plan 

6/30/ 2022 6/ 30/ 2023 6/ 30/2024 

40,000 
41,000 

81,000 

2,700 2,700 

83,700 2,700 

81,000 

81,000 

Exhibit 1 

6/ 30/ 2025 6/ 30/ 2026 

200,000 

200,000 

12,700 12,700 

212,700 12,700 

200,000 

200,000 
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Exhibit 2 

Trimble! TN - Test Year 

Budget Last 2 Year Test Year 
21-22 Average 21-22 ~ la nation 

Operating Revenues: 

Water & Sewer Sales 189,500 194,256 211,858 From revenue calculated based on usage 
Penalty & Interest Income 3,150 3,028 3,150 From budget 

Miscellaneous Revenue 900 768 900 From budget 

Total Operating Revenue 193,550 198,052 215,908 

Operating Expenses: 

Wages 39,522 42,572 42,500 From 2 year average 

Depreciation & Amortization 82,000 82,185 82,402 From budget plus new additions 

Insurance 6,225 6,476 6,500 From 2 year average 

Professional Fees 2,700 2,700 2,700 From 2 year average 
Payroll Taxes 3,025 3,313 3,300 From 2 year average 

Repair & Maintenance 3,600 10,679 6,000 From prior 4 year average 

Supplies 1,550 7,857 12,800 From prior 4 year average 

Office Expenses 700 352 700 From budget 

Travel 925 828 925 From budget 

Bad Debt Expense 100 775 100 From budget 

Dues & Conferences 2,450 3,477 3,400 From 2 year average 

Miscellaneous 500 164 200 From 2 year average 

Utilities 17,750 16,202 17,750 From budget 

Laboratory Expenses 1,500 1,574 1,500 From budget 

Chemicals 3,500 4,064 4,000 From 2 year average 

Gas & Oil 1,500 1,257 1,500 From budget 

Wastewater Expenses 10,000 - - Reclassified on audit 

Total Operating Expenses 177,547 184,473 186,277 

Operating Income (Loss) 16,003 13,579 29,631 
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Nonoperating Revenues (Expenses) 

Interest Income 

Interest Expenses 

Rental Income 

Total Nonoperating Revenues 

(Expenses) 

Change in Net Position 

NOTE: Purchased in FY 20-21 

Generator Control Switch $ 

$ 

1,525 

(20,753) 

3,950 

(15,278) 

725 

Cost Life 
16,072 40 

16,072 

Exhibit 2 

2,244 1,525 From budget 

(22,446) (20,753) From amortization schedule 

2,705 3,950 From budget 

(17,498) (15,278) 

(3,919) 14,353 

Depreciation 
$ 402 

$ 402 
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Exhibit 3 

Trimble, TN - Projected Statements of Revenues and Expenses and Changes in Net Position 

Projected Projected Projected Projected Projected 

6/30/2022 6/30/2023 6/30/2024 6/30/2025 6/30/2026 

Operating Revenues: 

Water & Sewer Sales 211,858 211,858 211,858 211,858 211,858 

Penalty & Interest Income 3,150 3,150 3,150 3,150 3,150 

Miscellaneous Revenue 900 900 900 900 900 

Total Operating Revenue 215,908 215,908 215,908 215,908 215,908 

Operating Expenses: 

Wages 42,500 43,350 44,217 45,101 46,003 

Depreciation & Amortization 82,402 85,102 85,102 95,102 95,102 

Insurance 6,500 6,630 6,763 6,898 7,036 

Professional Fees 2,700 2,754 2,809 2,865 2,923 

Payroll Taxes 3,300 3,366 3,433 3,502 3,572 

Repair & Maintenance 6,000 6,120 6,242 6,367 6,495 

Supplies 12,800 13,056 13,317 13,583 13,855 

Office Expenses 700 714 728 743 758 

Travel 925 944 962 982 1,001 

Bad Debt Expense 100 102 104 106 108 

Dues & Conferences 3,400 3,468 3,537 3,608 3,680 

Miscellaneous 200 204 208 212 216 

Utilities 17,750 18,105 18,467 18,836 19,213 

Laboratory Expenses 1,500 1,530 1,561 1,592 1,624 

Chemicals 4,000 4,080 4,162 4,245 4,330 

Gas & Oil 1,500 1,530 1,561 1,592 1,624 

Total Operating Expenses 186,277 191,055 193,174 205,335 207,540 

Operating Income (Loss) 29,631 24,854 22,734 10,573 8,368 

Nonoperating Revenues (Expenses) 

Interest Income 1,525 1,525 1,525 1,525 1,525 

Interest Expenses (20,753) (20,113) (19,443) (18,742) (18,009) 

Rental Income 3,950 3,950 3,950 3,950 3,950 

Total Nonoperating Revenues (Expenses) (15,278) (14,638) (13,968) (13,267) (12,534) 

Change in Net Position before Suggest Rate 

Increase 14,353 10,216 8,766 (2,694) (4,166) 

Revenue from Suggested Rate Increase N/A 8,834 11,359 22,447 23,709 

Change in Net Position 14,353 19,050 20,125 19,753 19,543 

Projected Grant Revenue 200,000 
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Trimble, TN - Projected Cash Balance Schedule 

Projected Projected Projected Projected Projected 

6/ 30/ 2022 6/ 30/ 2023 6/ 30/ 2024 6/30/ 2025 6/ 30/ 2026 

Beginning Balance 290,219 373,034 381,606 471,583 570,487 

Sources of Funds 

Water & Sewer Charges*** 211,858 220,692 223,217 234,305 235,567 

Penalty & Interest 3,150 3,150 3,150 3,150 3,150 

Other Revenue 900 900 900 900 900 

Interest Revenue 1,525 1,525 1,525 1,525 1,525 

Rental Income 3,950 3,950 3,950 3,950 3,950 

Grants 200,000 

Total Sources of Funds 221,383 230,217 232,742 443,830 245,092 

Uses of Funds 

Operating Expenses 186,277 191,055 193,174 205,335 207,540 

Depreciation {82,402) (85,102) (85,102) (95,102) (95,102) 

Debt Service - Principal 13,940 14,580 15,250 15,951 16,684 

Debt Service - Interest 20,753 20,113 19,443 18,742 18,009 

Capital Outlay over $5,000 81,000 200,000 

Total Uses of Funds 138,568 221,646 142,765 344,926 147,131 

Ending Balance 373,034 381,606 471,583 570,487 668,449 

NOTE: This synopsis from beginning funds to ending funds does not include accounts receivable, accounts 

payable, fixed asset or any other adjustments made to the balance sheet. This is a "cash basis" summary. 

*** Includes revenue from suggested rate increase 
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Exhibit 5 

HOME OWNERS APPLICATION FOR UTD..ITIES 

The undersigned hereby applies for water and/or sewer and solid waste services from the Town of Trimble and 
agrees to abide by and to be subject to all codes, rules and regulations- The undersigned hereby authoriies and 
directs the Town of Trimble to go on his premises for the purpose of installing service and to make all 
necessary excavations on his premises for laying said service line. The undersigned releases and discharges 
said Town of Trimble from any and all obligations to preserve or replace sod, shrubs or trees removed or 
damaged in excavating for said service lines. The location of.said excavation shall be determined by the Town 
of Trimble. Employees of the Town of Trimble are hereby granted tbe privilege of going on the undersigned 
premises for the purpose of making all necessary inspections and repairs. Homeowner will be responsible for 
damages done to city property. The undersigned also agrees to the policies of the city water and sewer 
ordinances: 

BILL DUE J!i:T DAY OF MONTH AND THE FIRST DAY OF EACH MONTH THEREAFTER. 
PAST DUE AFTER 5:00 PM ON THE 15TH DAY OF MONTH. PENALTIES SHALL BE ADDED TO THE 
BILL AFTER THE 15™ DAY OF THE MONTH. SERVICE SHALL BE DISCONTINUED ON THE 21~T 
DAY OF THE MONTH FOR NON-PAYMENT OF UTILITY BILL. 

A $15.00 FEE WILL BE CHARGED FOR PROCESSING A RETURNED CHECK. IF AN ACCOUNT HAS 
TWO OR MORE RETURNED CHECKS, PAYMENTS MUST BE MADE WITH CASH OR MONEY 
ORDERS. 

ON-REFUNDABLE CONNECTION FEES FOR PROPERTY OWNERS WITH RECORDED DEED: 

WATER $25.00 

Under1<igned unclerscan.ds and agrees lll11t au charges WUI be paid or services SHALL be refused. 

"I HEREBY CERTIFY THAT ALL INFORMATION PROVIDED ON THIS FORM IN SUpPORT OF MY APPLICATION FOR 
MUNICIPAL UTILITIES IS TRUE AND ACCURATE TO THE BEST OF MY KNOWLEDGE ANO BELIEF. I FURTHER CERTIFY MY 
UNDERSTANDING AND AGREEMENT THAT FAILURE TO PAY ALL UTILITY BILLS PROMPTLY AND IN FUlLSHALLRESULT IN 

THE TERMINATION Of SERVICE. PAYMENT OF LA TE FEES AND COLLECTION FEES. AND PAYMENT OF RECONNECTION 
FEES." 

SIGNATURE OF APPLICANT 

SIGNATURE OF CO-APPLICANT 

PROPERTY ADDRESS _ _ _ 

- ~-------

MAILING ADDRESS: ______________ _ 

CUSTOMER ACCOUNT NUMBER 

PHONE NUMBER: 

DATE PAID_ 

NONREFUNDABLE FEE 
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TOWN OF TRIMBLE, TN. 
P .O.BOX215 

TRIMBLE, TN. 38259 

RENTER'S APPLICATION FOR UTILITIES 

The undersigned hereby applies for water and/or sewer, solid waste services from the Town of Trimble and 
agrees to abide by and to be subject to all codes, rules and regulations- The undersigned also agrees to the 
policy of the city water and sewer ordinances: 

ALL UTILITY BILLS ARE DUE ON JST DAY OF MONIB. A LATE FEE WILL BE ADDED AFTER 5:00 
PM ON THE JSlll DAY OF MONTH. SERVICE SHALL BE DISCONTINUED IF NOT PAID BY THE 21sT 
DAY OF THE MONTH. • 

RECONNECT FEE (after cut off for nonpayment) $25.00. Normal business hours 10:00 am to-3:00pm. 
After hours reconnect fees $35.00 paid in advance. Undersigned understands and agrees that all charges wiU 
be paid or services SHALL be refused. 

A $25.00 FEE WH,L BE CHARGED FOR PROCESSING A RETURNED CHECK. IF AN ACCOUNT HAS 
TWO OR MORE RETURNED CHECKS, PAYMENTS MUST BE MADE IN CASH OR WITH MONEY 
ORDERS. 

RENTERS WITH LETTER OF GOOD-PAYMENT HISTORY: 

Establishment of good credit status is based on the following conditions: 
1. No more than two (2) payments made after the due date 
2. No payments made past the grace period 
3. No checks returned for insufficient funds 
4. No disconnections in the most recent twelve (12) month period. 

Each letter of credit must state that the customer has bad twelve (12) months of continuous utility 
service within the last ei2hteen (18) months, be on a utility supplier's letterhead and be signed by an official of 
that utility supplier. 

NON-REFUNDABLE CONNECTIONS FEES REQUIRED FOR ALL RENTERS: 
WATER - $25.00 

REFUNDABLE DEPOSIT FEES: 
WATER $50.00 

RENTERS WITHOUT SATISFACTORY PAYMENT HISTORY AND VALID DRIVERS 
LICENSES: 

Water deposits will be $175.00 

OR: 

Landlord may co-sign account and accept responsibility for fmaJ payment of unpaid utilities. 
,. 
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"I HEREBY CERTIFY THAT ALL INfORMATION PROVIDED ON THIS FORM IN SUPPORT OF MY APPLICATION FOR 
MUNICIPAL UTILITIES IS TRUE AND ACCURATE TO THE BEST OF MY KNOWLEDGE AND BELIEF. I FURTHER CERTIFY MY 
UNDERSTANDING AND AGREEMENT THAT FAILURE TO PAV ALL UTILITY BILLS PROMPTLY AND IN FULL SHALL 
RESULT IN THE TERMINATION OF SERVICE, PAYMENT OF LATE FEES AND COLLECTION FEES, AND PAYMENT OF 
RECONNECTION FEES." 

SIGNATURE OF APPLICANT 

SIGNATURE OF CO-APPLICANT 

SIGNATURE OF LANDLORD AS CO-SIGNER 

DATE 

CUSTOMER ACCOUNT NO. 

DEPOSITS PAID: 

WATER 

DEPOSIT: ___ _ 

NON-REFUND FEE ____ _ 

TOTAL ---------

A RENTAL AGREEMENT IS REQUIRED FOR SERVICES. 

,. 
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Town of Trimble Water Dept. 

WATER LEAK ADJUSTMENT POLICY 
(Revised September 2010) 

Summary 

Exhibit 6 

This policy provides for a billing adjustment for residential customers only who 
have experienced a large and unexpected increase in their water consumption 
due to fixture leaks, pipe breaks, vandalism, or similar occurrence(s). The billing 
adjustment is limited to a maximum of $300 and is calculated at 60% of the 
excess water use over a maximum two-month period. It is only available once 
every five years for the same customer at the same location. 
Scope 
Water is a limited resource and it is the responsibility of all water customers to 
maintain their home irrigation systems, pipes and fixtures to minimize the 
unintended loss of water. 
Nevertheless, on rare occasions, unexpected water use can occur through no 
fault of the customer. It is Trimble Water dept. policy to provide a partial credit to 
the water bill for eligible water loss. 
A water customer shall be eligible for an adjustment, under this policy, if he or 
she has not had a prior adjustment for the same meter location in the prior five 
years. 
Utility Billing Customer Service Staff shall determine if the water customer is 
eligible for an adjustment and then ·proceed to calculate the adjustment. If the 
excess water use is due to a leak at the meter connection, ·it is the Water 
dept.responsibility and the limit on eligibility shall not apply. 
This Water Leak Adjustment policy applies only to residential and commercial 
water customers as follows: 
1 For excessive water use, due to fixture leaks, pipe breaks, vandalism or similar 
Unexpected loss of water limited to a two-month period. The policy does not 
apply to new landscaping irrigation, pool / spa filling/ spray tank filling or other 
similar.uses of water. 
2. To receive a credit, water customers must complete an Excess Water Use 
Adjustment Claim form and correct the cause of the excess water use prior to 
any adjustment to the water bill. Excessive water use is defined as greater than 
7500 gallons over the average monthly use calculated from 
The three prior years for the same month. 
3. Adjustment is limited to once every five years for the same customer at the 
same meter location. · 
3. Adjustments to water account billings are limited to the volume·charges for 
water use and are based on the average monthly use. The credit to the 
customer's account will be 60% of the excess water use leaving 40% of the cost 
to be paid by tne customer. 
4. This policy is applicable only for leaks on the customer's side of the water 
meter. Any leaks on City water mains and connections leading up to the 
customer's meter and the meter connections u·p to the customer service line 
connection will be the responsibility of the City. Customers will receive a 100% 
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credit for excessive water use resulting from faulty meter connection. The 
calculation of the billing adjustment shall be based on the water rate applied to 
the excess use and limited to a maximum of $300. 
Procedure: 
Eligible water customer who suspects or discovers a leak shall contact Trimble 
Water Dept at 297 3955 to request an inspection by water dept personal. As a 
Customer courtesy, the cost of the first visit to the customer's property will be 
provided at no charge. 
Trimble staff will prepare a work order requesting Public Works staff to contact 

the customer for a consultation and inspection of the property to determine if 
there is a leak. If a leak is found at the meter, it is a city responsibility and Public 
Works staff shall repair the lea~. and request Utility Billing Staff to make an 
adjustment, if necessary, to the next billing. If there is no leak at the meter and 
with the customer's permission, Public Works staff will perform a brief survey of 
the property for any fixtures, pipes or irrigi;ition systems that may visibly be 
leaking and shall inform customers of the results. Any repairs or a more 
comprehensive surveying or testing of the customer's water . 
System is the responsibility of the customer. Public Works staff shall write a note 
on the work order explaining the result of the visit and whether an 
Adjustment to the customer's water bill is recommended. 
In order to receive a leak credit, the customer must complete an Excess Water 
Use Adjustment form indicating the problem and provide a contractor's invoice, 
repair parts invoice or other documentation that the leak was repaired. These 
documents may be scanned and E-mailed to trimble@west-tenn.com. 
Documentation may also be faxed to 7312973172 or mailed to Po Box 215 
Trimble TN. 38259 The Mayor or his designee will be responsible for adjudicating 
the request and notifying the customer. · 
The billing adjustment shall be calculated only for the excess water use up to a 
two-month period. The excess shall be calculated on a monthly basis and the 
average of the same months in the prior three years for the service at the meter 
location. The excess water use must be greater than 7,500 gallons over the 
average monthly use. If the customer has not lived at the address for three years, 
then water usage from the prior customer will be used in the adjustment 
calculation. If this is a new tap credit may be received after a three month billing 
history is generated. 
If the excess water use is greater than 7,500 for the month, then the adjustment 
to the billing, for a one· or two month period, shall be made as follows: 
1. Schedule the excess consumption along with the same month(s) for the prior 
three years. 
2. Determine the average monthly use over the past three years. 
a. Subtract the average use from the total consumption to determine excess 
Consumption. If amount is 7,500 gallons or less, customer is not eligible for a 
credit. 
4 .. If excess consumption is over 7,500 gallons, multiply the excess consumption 
by the water rate to determine the cost of the excess water use. Multiply it by the 
Leak Credit of 60% to determine customer's credit. 
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5. Notify the customer of the adjustment' and apply it on the next billing cycle .The 
customer that receives water credit may be eligible for a sewer credit. 
See adjustment form and sample·calculation; 

Water Leak Calculation Example 

Assume leak in December 2009 

Consumption in gallons 

Average monthly use over prior 3 years 
Excess Consumption for DEC 2009 

Water rate per 1,000 gallons 

Cost of Excess Consumption 

.Trimble Credit Percentage 

Customer Credit Excess Water 

Cost of Excess Consumption 

Customer Credit Excess Water 

Customer wou_ld pay difference of 

Plus min bill of 

Plus avg bill for 6000 gal of 

Customer Total for Dec 2009 

Customers original bill 

December December December December 

2009 2008 2007 2006 

50,000 6,000 5,000 7,000 

6,000 
44,000 

$2.50 

$110.00 

60% 
$66.00 

$110.00 

$66.0_0 

$44.00 

$22.00 

$15.00 
$81.00 

$147.00 
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. . 

Town of Trimble 
Excess Water Use Adjustment Form 

Customer Name: 
Service Address: 
Mailing Address if 
Different: 
No. Street City ZIP 
Water Service Account Number: 
I have read the City's Water Leak adjustment policy and confirm that I am eligible 
for a credit based on the following -situation: 
I certify that the above information is true and ac.curate. I have not had a water leak credit at the 
above service address for the past five years and understand that there is only one credit allowed 
every five years. I have attached invoices and receipt~ to document my request. 
Signature: _ ~ _______ Date: 
Trimble Water Dept. USE ONLY 
Request Approved D Not Approved □ 
Signature: _ 
Date: 
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--- ------ ---· ... 
·-Trimble Wastewater Billing Adjustments Policy: 

' ! The purpose of this procedure is to establish Town of Trimble policy regarding 
,adjustments to customers' monthly billing for sewer usage; to establish guidelines for 
,application of adjustments to customers' monthly bills; and to ensure that the use of 
'billing adjustments is correctly authorized and applied. 

j . 
It is Trimble's policy to provide the highest standard of service to our community in a 
.customer friendly manner. The application of adjustments to customers' monthly billings 
·provides assistance to those customers who may have experienced hidden plumbing 
;problems or to those customers who own and fill a swimming pool. Utilizing an 
adjustment process supports Trimble Water Dept's efforts to provide high quality, 
customer friendly service delivery to the public. For this reason, establishing guide1ines 
should help preserve the benefits provided to our customers from billing adjustments. 

,Procedure: 
I 
;Leaks that are in an outside line or due to a faulty water heater (i.e. water used does not 
enter into the wastewater collection system) will be adjusted. The following process must 
be followed: 

I . 
! Complete a sanitary sewer credit application form if approved then, an adjustment will be 
made by reviewing the previous 12-month period and using the average of the lowest 6 
/months as the Adjusted Consumption for the billi~g cycle in question. Sewer customers 
1shall only be charged for the Adjusted Consumpt10n based on current rates and no 
\additional amount shall be charged for the excess water used. Only one sewer adjustment 
jwill be made dwing any 12-month period. 

,customers who have residential swimming pools ,,vili be allowed one adjustment per 
,,calendar year. The Adjusted Consumption shall be computed and charged as discussed 
:above, after the customer fills out a Sewer credit for pool filling request form and is 
1 
approved for credit. 

Further, adjustments for leaks created by faulty inside plumbing (i.e. faucets, toilets, etc.) 
and adjustments for gardening/lawn maintenance will not be- considered. If 
gardening/lawn maintenance are metered separately ,that usage would be eligible for 
,credit. 
I 
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Town of Trimble 
Water and Wastewater Dept 

SANITARY SEWER CREDIT APPLICATION FORM 

Date of Application: ____________ _ 
Account number: _____________ _ 
Applicant's name: ______________ _ 
Phone: _________ _ 
Address; 

City/State/Zip: 

Account address if different than above: 

Reason for request: _ water did not enter sewer and was discharged on the ground 
_ water did not enter sewer, went to basement no floor d.rain/swnp 
_ water meter not functioning properly 
_ water did not enter sewer-other. Please explain where the water went: 

Date(s) of occurrences: 
$ 
Applicant's signature; _ _ 
Date -

************ 
City use only 
Comments 

Credit approved Credit not approved Amount of credit $ 
for ___ Gallons 

Public Works Director 

Amount of credit requested 

Date 
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SEWER CREDIT FOR POOL FILLING REQUEST.FORM 

Name: 
Town of Trimble Utilities Account Number: 

Address: 
Phone: 
PooJ Information 
Does pool have drain which empties into a sanitary sewer? __ YES __ NO 
Dimensions of pool in feet: 
Capacity of pool in gallons: _____ _ 
Does the pool have a drain? __ ._YES __ NO 
Where is discharge location of the drain?_ _ 
Pool Filling Start Date: 
Pool Filling End Date: ____ .. .. 
If filled out completely, this form will provide enough infomiation for the City of 
Trimble Water Department to issue a credit to your wastewater account. The credit will be posted after 
your next meter reading is posted. 
Due to automated billing, it is not possible to get a credit on the month containing 
the extra charges for filling your pool. Jt will be on next month's bill. 
If you have any questions, please call 297 3955 between the hours of 10 a.m. and 5 p.rn. 
Thank you! 
Signature: 
Date: 
Mail this fonn to: 
Trimble Water Dept 
POBox215 : 
Trimble Tn 3 8259 
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Tennessee Association 
of Utility Districts 

V1t If rli nn 

REPORT FOR TOWN OF VANLEER, 
TENNESSEE 

WATER AND WASTEWATER 
FINANCING BOARD 

ORDER DATED SEPTEMBER 18, 2020 

August 5, 2022 
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INTRODUCTION 

Description of the Vanleer Water System 

The Town of Vanleer, Tennessee (Town or Vanleer) is located in Dickson County. The 
governing board of the Town's water system is its Mayor and Board of Aldermen. The Town 
gets its raw water supply from Yellow Creek and operates a water treatment plant with a design 
capacity of 750,000 gallons per day. 

The Town was referred to the Water and Wastewater Financing Board (WWFB) upon the 
submission of its audit for its fiscal year ending June 30, 2019, because it met the statutory 
definition for a financially distressed municipal water and sewer system. The system had a 
negative change in net position for two consecutive years without regard to any grants or capital 
contributions for its fiscal years ending June 30, 2018 and June 30, 2019. 

The Town's water and sewer fund had a negative change in net position of $110,279 for 
its fiscal year ending June 30, 2021. 

History of Rates and Existing Rate Structure 

Since the Town was referred to the WWFB, it has increased its water rates three times. 
The Town' s current rates which became effective July 1, 2022, are as follows. 

Inside-City 

Minimum monthly charge (includes 1,000 gallons) 
Over 1,000 gallons 

Outside-City 

Minimum monthly charge (includes 1,000 gallons) 
Over 1,000 gallons 

$22.50 
$ 8.25 per 1,000 gallons 

$28.50 
$ 8.75 per 1,000 gallons 

The balance of the Cash and Investments accounts of the water and sewer fund as of July 
1, 2021 , was $532,156. 

Water and Wastewater Financing Board Order 

On September 18, 2020, the Water and Wastewater Financing Board (WWFB) issued an 
order directing the Tovro of Trimble do the following items. 

1) The Town was directed to hire a qualified expert to perform a rate study to include the 
following items: 

• A recommendation on monthly service rates and other charges to eliminate 
the City' s financially distressed position; 

2 
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• A justification for the differing rates for customers outside the Town as 
opposed for those inside the Town, and if no justification is possible, a 
recommendation involving a singular rate for the two types of customers; 

• The creation of a five-year capital asset budget, to be taken from the current 
capital asset list and to include future anticipated needs; 

• A determination of the cost of producing 1,000 gallons of water, and of 
treating 1,000 gallons of wastewater; 

• A review of new customer contract to include recommended modifications if 
needed; 

• A review of the debt management policy to include recommended 
modifications if needed; 

• A dete1mination whether a leak adjustment policy is necessary; 

• The creation of a capitalization policy; and 

• A review of the tap fees to include recommended modifications if needed. 

2) By October 31 , 2020, the Town shall send Board staff a copy of the contract between the 
Town and the qualified expert who is to perform the tasks in the Board's September 18, 
2020 order. 

3) By December 31 , 2020, the Town or qualified expert shall send Board proof that all 
Board members have complied with the training requirements set forth in Tenn. Code 
Ann. 7-34-l 15(j). 

4) By February 28, 2020, the Town shall provide Board staff with the completed rate study 
and either proof of implementation of the resulting recommendations or a proposed 
plan of implementation. 

3 

296



RECOMMENDATIONS 

Recommendation #1 

The Town needs to adopt the Five-Year Capital Asset Plan attached as Exhibit 1. 

Recommendation #2 

The Town should adopt a resolution to establish a capitalization policy which incorporates the 
capitalization cost thresholds and service lives the Town currently uses for all capital assets 
except its water and sewer system assets. Town's capitalization policy should adopt the service 
lives for its water and sewer system using the recommended service lives adopted by the WWFB 
for municipal water and sewer systems. TAUD prepared a suggested resolution which the Town 
can adopt to establish the recommended capitalization policy. 

Recommendation #3 

TAUD suggests that the Town have its attorney revise the Water Service Contract to 
address the above items. In the alternative, the Town may consider working with TAUD to 
improve the form and structure of its Water Service Contract. 

4 
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FIVE YEAR CAPITAL ASSET PLAN 

Tim Ham met with Darren Green, the Town's Utility Superintendent to discuss potential 
capital improvements and capital purchases the Town was planning to make or should consider 
making to its water system over the next five years. They discussed the options for funding these 
capital expenditures. Mr. Green prepared a Five-Year Capital Asset Plan based upon these 
discussions which was used in the TAUD financial projections. 

The Town should adopt the Five-Year Capital Asset Plan attached to this Report as 
Exhibit 1. 

RA TE STUDY AND PROPOSED PLAN OF ACTION 

To determine whether existing rates will produce sufficient revenues to make the Town's 
water system self-supporting, TAUD first projected a Statement of Revenues and Expenses and 
Changes in Net Position for the Town's water fund for its fiscal year ending June 30, 2022, to 
use as its test year. Revenues were projected using existing rates for the five-year projection 
period. 

TAUD projected operation and maintenance expenses and debt service payments for the 
test year by: (1) reviewing historical information from the five previous years; (2) reviewing the 
City' s budget for its water fund for its fiscal year ending June 30, 2022; and (3) considering any 
known and anticipated changes during the test year based upon discussions with the City. See 
Exhibit 2 attached to this Report. 

Then, TAUD projected Statements of Revenues and Expenses and Changes in Net 
Position for the City's water and sewer fund for its fiscal years ending June 30 of 2023, 2024, 
2025, and 2026. See Exhibit 3 attached to this Report. 

Revenue Projections: 

• Metered water sales for the test year, were projected by taking the Town's actual annual 
water usage reports as of June 30, 2021, and applying the Town's water and sewer rates 
in effect on July 1, 2022, to this actual usage. 

• Installation and tap fees for the test year was projected using the amount of installation 
and tap fees the Town received for its fiscal year ending June 30, 2021. 

• Other revenue for the test year was projected using the Town's budget for its fiscal year 
ending June 30, 2022. 

• The Town has experienced some growth in its water customers over the last couple of 
years. Therefore, projections for the water revenues for the remaining four years of the 
five-year projection period assume an annual increase 4% per year. 

5 
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• Interest income for the test is projected based upon the average of this income for the 
Town's last two fiscal years. 

Expense Projections: 

• The following operating expenses for the test year are projected based upon the Town's 
budget for its fiscal year ending June 30, 2022: 

Chemicals 
Repair and maintenance 
Vehicle expense 
Office expense 
Insurance 
Customer billing 
Professional services 
Miscellaneous 

• Personnel costs for the test year is projected based upon the average of these expenses for 
the Town' s last two fiscal years 

• Depreciation for the test year is based upon the Town' s fixed asset schedule which 
includes the annual depreciation of its capital assets plus depreciation on the capital 
assets added during the fiscal year ending June 30, 2021. 

• All operating expenses except depreciation were projected to increase by the following 
due to inflation using the following rates: 

Fiscal year ending June 30, 2023 3.5% 
Fiscal year ending June 30, 2024 2.5% 
Fiscal year ending June 30, 2025 and 2026 2.0% 

• Annual depreciation expenses for the remaining four years of the five-year projection 
period are projected based upon the Town's existing fixed asset schedule and on the new 
capital assets included in the capital asset plan during the five-year projection period. 

• Interest expense during the five-year projection period is based on the debt amortization 
schedules of existing debt. 

Revenue Sufficiency and Rate Modifications Required 

TAUD projects that the Town' s water fund will have a positive change in net position of 
$63 ,621 for the test year ending June 30, 2022, not including capital contributions and grant 
revenue. The operating ratio for the water fund will be 1.2% for the test year. 
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Rates should be set to produce revenues to achieve an operating ratio of at least 1.1 % and 
to cover the annual interest expenses of the Town's water fund. Based upon TAUD's 
projections, the Town's water fund will continue to have a positive change in net position and 
will continue to have an operating ratio between 1.1 % and 1.2% for the remaining four years in 
the five-year projection period. Therefore, TAUD does not recommend any water rate increases 
for the Town's water system. 

Most of the expenses projected during the five-year projection period assume a specific 
annual rate of inflation. The current high level of inflation may affect these annual inflation rate 
assumptions. Moreover, any capital improvements made by the Town to its water system which 
are not included in the capital asset plan will increase depreciation expenses over those projected 
by TAUD. Therefore, the Town will need to review its current rates annually as a part of the 
budgetary process each year to ensure that rates recommended will continue to produce 
sufficient revenues to give the water fund a positive change in net position and to maintain an 
operating ratio of at least 1.1 % in future fiscal years. 

Projected Cash and Investments Schedule 

If the Town adopts TAUD's suggested rate increases through July 1, 2025, the water and 
sewer fund should have a cash and investments balance of $1 ,762,669 as of June 30, 2026. The 
Water Fund - Projected Cash and Investments Balance Schedule is attached as Exhibit 4. 

JUSTIFICATION FOR INSIDE-OUTSIDE RA TE DIFFERENTIAL 

The only rate classes the Town has are inside-city and outside-city rate classes. TAUD 
has allocated the revenues and expenses of the City's water system between its inside and 
outside city customers based upon the information the City had available for this allocation for 
its fiscal year ending June 30, 2021. See Exhibit 5 attached to this Report. 

The inside-city customers account for 19. 9% of the operating expenses of the water 
system. The rates for the inside-city customers produce 17.7% of the operating revenues of the 
water system. Therefore, inside-city customer rates are producing revenues which appear to be 
slightly under-recovering the cost of providing water service to the inside-city customers. 
Because this under-recovery is minimal, TAUD does not recommend any changes to current rate 
differential between inside-city and outside-city rates. Moreover, the City does not appear to 
need any additional revenue during the five year projection period. 

COST TO PRODUCE WATER 

The Town's engineer, Peter Chimera, developed the Town's cost to produce water which 
is attached as Exhibit 6. The Town's cost to produce water $5.41per 1,000 gallons. 
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CUSTOMER CONTRACT 

The Town's Water Service Contract (the Contract) is attached as Exhibit 7. The 
Contract appears to sufficiently identify the applicant and has several provisions in it which 
describes some of the rules and regulations the Town has for water service. The Town would 
benefit from a revision of the Contract which addresses the following items. 

( 1) The Contract appears to have picked up language from a utility district application for 
service in that the term District is used in several places in the Contract. 

(2) The Contract references actual water rates, tap fees, and other fees which change with 
time. The Town may want to just reference a Schedule of Rates and Charges so it does 
not have to change the language of the Contract each time there is a rate change. 

(3) The Contract references rules and regulations, but this reference is not appropriate unless 
the Town actually has a set of rules and regulations which it can provide to the customer 
which sets forth the terms and conditions of service. 

(4) The Town appears to have certain policies incorporated in the Contract. These policies 
should be a part of ordinances adopted by the Town which govern its provision of water 
service. The Town may need to review its ordinances governing its water system to 
make sure they are consistent with the language in the Contract. 

(5) The Contract would benefit from a structure which lists sections or paragraphs for each of 
the terms in the Contract. 

TAUD suggests that the Town have its attorney revise the Water Service Contract to 
address the above items. In the alternative, the Town may consider working with TAUD to 
improve the form and structure of its Water Service Contract. 

DEBT MANAGEMENT POLICY 

The Town adopted a new debt management policy on July 1, 2020, which is attached as 
Exhibit 8 to this Report. The debt management policy includes the provisions recommended by 
the State Funding Board for public entities. Therefore, no action needs to be taken on the 
Town's debt management policy. 

LEAK ADJUSTMENT POLICY 

The Town does not adjust water bills for leaks in a customer' s service line or plumbing. 
While most water utilities will give a bill adjustment for a customer' s water leaks, no Tennessee 
law mandates that a water utility have a leak adjustment. Any adjustment to a customer's bill for 
a water leak results in the water utility's other customers paying for the lost revenue from this 
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adjustment. Therefore, the water utility's other customers subsidizing the loss of revenue from a 
leak adjustment to a customer's bill. 

Therefore, whether to have a leak adjustment and the extent of such an adjustment is 
generally a customer service issue for each water utility to establish. TAUD does not 
recommend that the Town establish a leak adjustment. If Town wants to provide its customers 
some relief from the payment of high bills caused by leaks, the Town may consider purchasing 
leak protection coverage for its customers from a company such as ServLine. 

CAPITALIZATION POLICY 

The Town was not able to locate a resolution or other action which set forth its 
capitalization policy. The Town should adopt a resolution which incorporates the capitalization 
cost thresholds and service lives the Town currently uses for all capital assets as described in its 
annual audits, except its water and sewer system assets . The City ' s capitalization policy should 
include the service lives for its water and sewer system using the recommended service lives 
adopted by the WWFB for municipal water and sewer systems. TAUD prepared a suggested 
resolution which the City can adopt to establish this recommended capitalization policy which is 
attached as Exhibit 9 to this Report. 

TAP FEES 

The Town's current water tap is $1 ,600. TAUD recommended that the Town review the 
average material and labor costs it incurs in installing water taps to ensure the current tap fee is 
covering the cost of making taps. The Town estimated the average labor and material costs it 
incurs to install a water tap are $1 ,525 as set forth in Exhibit 10 attached to this Report. The 
current water tap fee is covering its cost, and TAUD does not recommend making any changes to 
the current water tap fee . 
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Office Addition - Water Dept 

Waterline Extension Project CDBG 

Flood Disaster Repair Project 

Zone Meter Infrastructure Project 

Butcher Ridge/Freeman Loop Roads 

Equipment Trailer 

Total 

Cumulative Depreciation 

Total Capital Outlay & Depreciation 

Source of Funds 

Loans 

Grants 

Cash 

Total Funding Sources 

Vanleer, Tennessee - Water Fund 
Five Vear Cap_ital Asset Plan 

6[30[2022 6[30[2023 6[30[2024 
124,872 

458,000 
408,250 

52,640 

8,500 

186,012 866,250 

7,481 7,481 29,137 

193,493 7,481 895,387 

52,640 829,610 
133,372 36,640 

186,012 866,250 

Exhibit 1 

6[30[2025 6[30[2026 

408,250 

13,500 

408,250 13,500 

39,344 39,681 

447,594 53,181 

408,250 
13,500 

408,250 13,500 
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Exhibit 2 

Vanleeri Tennessee - Test Year 

Water Fund Budget Last 2 Year Test Year 

FY 21-22 Average 21-22 ~lanation 

Operating Revenues: 
Metered Water Sales 834,800 818,112 827,937 From calculated revenue from rates 

Installation & Tap Fees 53,800 75,518 58,190 Used amount from 21 audit 

Other Revenue 1,100 3,336 1,100 Used budget 

Total Operating Revenues 889,700 896,966 887,227 

Operating Expenses: 
Personnel Costs 299,219 272,243 272,243 Used last 2 year average 

Chemicals 13,500 17,658 17,658 Used budget 

Repair & Maintenance 82,500 68,350 82,500 Used budget since increase in 21 

Vehicle Expense 29,000 31,503 29,000 Used budget 

Office Expense 22,200 14,667 22,200 Used budget 

Insurance 34,500 34,069 34,500 Used budget 

Utilities 50,950 48,532 50,950 Used budget 

Customers Billing 15,120 16,477 15,120 Used budget 

Professional Services 5,500 4,643 5,500 Used budget 

Miscellaneous 9,150 1,944 9,150 Used budget 

Depreciation 216,049 227,198 From 2021 depreciation expense plus new 

Total Operating Expenses 561,639 726,131 766,019 

Operating Income (Loss) 328,061 170,835 121,208 

Nonoperating Revenues (Expenses) 
Interest Expense (59,740) (59,778) From amortization schedule 

Interest Income 2,191 2,191 Used last 2 year average 

Total Nonoperating Revenues (Expense: {57,549) {57,587) 

Change in Net Position before 
Contributed Capital & Grants 328,061 113,286 63,621 

Capital Contributions & Grants 37,652 

Change in Net Position 328,061 150,938 63,621 

304



Vanleert Tennessee - Projected Statements of Revenues and Ex~enses and Changes in Net Position 

Water Fund 

Projected Projected Projected Projected Projected 
6L30L2022 6L30L2023 6L30L2024 6L20L202s 6L20L2026 

Operating Revenues: 
Metered Water Sales 827,937 861,054 895,496 931,316 968,569 
Installation & Tap Fees 58,190 58,190 58,190 58,190 58,190 
Other Revenue 1,100 1,100 1,100 1,100 1,100 

Total Operating Revenues 887,227 920,344 954,786 990,606 1,027,859 

Operating Expenses: 
Personnel Costs 272,243 281,772 288,816 294,592 300,484 
Chemicals 17,658 18,276 18,733 19,108 19,490 
Repair & Maintenance 82,500 85,388 87,522 89,273 91,058 
Vehicle Expense 29,000 30,015 30,765 31,381 32,008 
Office Expense 22,200 22,977 23,551 24,022 24,503 
Insurance 34,500 35,708 36,600 37,332 38,079 
Utilities 50,950 52,733 54,052 55,133 56,235 
Customers Billing 15,120 15,649 16,040 16,361 16,688 
Professional Services 5,500 5,693 5,835 5,952 6,071 
Miscellaneous 9,150 9,470 9,707 9,901 10,099 
Depreciation 227,198 227,198 248,854 259,061 259,398 

Total Operating Expenses 766,019 784,878 820,476 842,115 854,113 

Operating Income (Loss) 121,208 135,466 134,310 148,491 173,745 

Nonoperating Revenues (Expenses) 
Interest Expense (59,778) (58,064) (56,261) (54,388) (52,442) 
Interest Income 2,191 2,191 2,191 2,191 2,191 

Total Nonoperating Revenues (Expenses) {57,587) (55,873) (54,070) (52,197) (50,251) 

Change in Net Position 63,621 79,593 80,240 96,294 123,494 

NOTE: Due to inflation factors, we estimated all expenses to increase by 3.5% fo r FY 2023, then 2.5% for FY 2024, then 2% thereafter, with 
the exception of depreciation and interest expense. Depreciation expense was increased each year by new asset depreciation from the 5 
year plan. Interest expense was taken from the amortization schedules. We also increased metered water sales each year by 4%, the 
average growth of the City for the past five years. 
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Exhibit4 

Vanleer, Tennessee - Water Fund - Projected Cash & Investment Schedule 

Projected Projected Projected Projected Projected 

6/30/2022 6/30/2023 6/30/2024 6/30/2025 6/30/2026 

Beginning Balance 532,156 643,009 901,492 1,143,836 1,447,207 

Sources of Funds 

Metered Water Sales 827,937 861,054 895,496 931,316 968,569 
Installation & Tap Fees 58,190 58,190 58,190 58,190 58,190 
Other Revenue 1,100 1,100 1,100 1,100 1,100 
Grants 52,640 829,610 408,250 
Interest Income 2,191 2,191 2,191 2,191 2,191 

Total Sources of Funds 942,058 922,535 1,786,587 1,401,047 1,030,050 

Uses of Funds 

Operating Expenses 766,019 784,878 820,476 842,115 854,113 
Depreciation (227,198) (227,198) {248,854) (259,061) (259,398) 
Capital Outlay 186,012 866,250 408,250 13,500 
Interest Payments 59,778 58,064 56,261 54,388 52,442 
Principal Payments 46,594 48,308 50,111 51,984 53,930 

Total Uses of Funds 831,205 664,052 1,544,244 1,097,676 714,587 

Ending Balance 643,009 901,492 1,143,836 1,447,207 1,762,669 

NOTE: This synopsis from beginning funds to ending funds does not include accounts receivable, accounts 

payable, fixed asset or any other adjustments made to the balance sheet. This is a "cash basis" summary. 
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VanleerLTennessee - Inside/ Outside Analysis 

6L30L2021 
Operating Revenues: 

Metered Water Sales 836,423 

Installation & Tap Fees 58,190 
Other Revenue 6,582 

Total Operating Revenues 901,195 

Operating Expenses: 

Personnel Costs 260,511 

Chemicals 20,748 

Repair & Maintenance 95,781 

Vehicle Expense 22,949 

Office Expense 6,708 

Insurance 34,392 

Utilities 49,192 
Customers Billing 18,516 

Professional Services 7,210 

Depreciation 219,717 

Total Operating Expenses 735,724 

Operating Income (Loss) 165,471 

Nonoperating Revenues (Expenses) 

Interest Expense (56,948) 

Interest Income 1,756 
Total Nonoperating Revenues (Expenses) (55,192) 

Change in Net Position before 

Contributed Capital 110,279 

Capital Contributions/ Grants 13,324 

Change in Net Position 123,603 

WATER 
Inside Outside 

146,294 690,129 
12,139 46,051 

1,373 5,209 

159,807 741,388 

54,346 206,165 
3,944 16,804 

18,208 77,573 
4,363 18,586 
1,275 5,433 
7,175 27,217 

10,262 38,930 
3,863 14,653 
1,504 5,706 

41,088 178,629 

146,028 589,696 

13,778 151,693 

(11,880) (45,068) 

366 1,390 
(11,514) (43,678) 

2,265 108,014 

2,780 10,544 

5,044 118,559 

Allocation ExQlained 

% Based on Revenu 

% Based on Custom 

% Based on Custom 

% Based on Custom 

% Based on Gallons 

% Based on Gallons 

% Based on Gallons 

% Based on Gallons 

% Based on Custom 

% Based on Custom 

% Based on Custom 

% Based on Custom 

See Below 

% Based on Custom 

% Based on Custom 

% Based on Custom 

ers 

ers 

ers 

ers 

ers 

ers 

ers 

ers 

ers 

ers 
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Allocations based on % of Revenue Calculated 

Water Sales - Inside 

Water Sales Outside 

Allocations based on % of customers 

Water - Inside 

Water - Outside 

Allocations based on gallons sold 

Water - Inside 

Water - Outside 

Allocations based on miles of water lines 

Water - Inside 

Water - Outside 

Depreciation 

Water lines depreciation 

Water depreciation 

$ 144,810 17.49% 

$ 683,127 82.51% 

$ 827,937 100.00% 

247 20.86% 

937 79.14% 

1184 100.00% 

11,840,300 19.01% 

50,443,500 80.99% 

62,283,800 100.00% 

15 12.00% 

110 88.00% 

125 100.00% 

Inside Outside 

9,712 1,165 8,547 Based on water lines 

210,005 39,922 170,083 Based on gallons sold 

I 219,111 41,088 118,6291 
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TOWN OF VANLEER 

WATER SYSTEM 

EXPENSES 2020-2021 

Operating Expense 
Vehicle Expense 
Chemicals 
Repair and Maintenance 
Personnel Costs 
Office Expense 
Insurance 
Utilities 
Custom Billing 
Professional Services 
Miscellaneous 
Depreciation 

Interest 

Total 

Fixed costs 
Variable costs 

Water Produced & Sold 

Jul-19 
Aug-19 
Sep-19 
Oct-19 
Nov-19 
Dec-19 
Jan-20 
Feb-20 
Mar-20 
Apr-20 
May-20 
Jun-20 

Total 

Total Expenditures 
$/1000 gal Produced 
$/1000 gal Sold 

WTP Expenditures 
$/1000 gal Produced 
$/1000 gal Sold 

Prepared by Peter Chimera 

Total System 

22,949.00 
20,748.00 
95,781 .00 

260,511 .00 
6,708.00 

34,392.00 
49,192.00 
18,516.00 
7,210.00 

219,717.00 

55,192.00 

$ 790,916.00 

$ 702,460.00 
$ 88,456.00 

Produce @ WTP 
(1000 gal.) 

8,127 
7,852 
8,123 
7,232 
7,231 
8,112 
7,678 
7,986 
7,698 
6,852 
8,952 
7 456 

95,143 
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WTP 

5,278.27 
20,748.00 
47,890.50 
97,170.60 

670.80 
17,196.00 
47,962.20 

2,451.40 

219,717.00 

55 ,192.00 

$ 514,276.77 

$ 445,566.57 
$ 68 ,710.20 

Sold 
(1000 gal.) WATER LOSS 

5,930.3 27.0% 
6,170.0 21.4% 
6,402.7 21 .2% 
5,579.8 22.8% 
5,206.6 28.0% 
6,354.0 21 .7% 
4,639.0 39.6% 
4,204.2 47.4% 
4,639.0 39.7% 
4,836.0 29.4% 
5,285.7 41 .0% 
5,865.9 21 .3% 

67,470 29.1% 

$ 8.31 
$ 11 .72 

I$ s.41 I 
$ 7.62 

6/27/2022 
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Exhibit 7 

Vanleer Water Works 
P.O. Box 69/ 4714 Hwy 49 W 

Vanleer Tn. 37181 
615-763-Z8Z3 Fax#615-763-Z821 

WATER SERVICE CONTRACT 

Vanleer Water Works will only set a tap and a ¾" service line out of the meter at the right-of-way 
property line. If water main is not adjoining the property in which service is being requested, approval 
from Vanleer Water Works must be acquired for extending the water main. All new service 
connections must be approved by the utility manager before setting a new service or relocating a 
service. 

New service connection will be installed within 60 days weather permitting. I agree to use the water 
in accordance with the rules and regulations of the district and to promptly pay for the water at the 
applicable schedule of rates and time schedule as set forth on statements. If water bill is not paid by 
the 20th of the following month the water service will be disconnected. 

Water rates for Inside City limits is $21.50 for first 1,000 gallons and $8.00 for each additional 
thousand gallons. Outside City limits is $27 .50 for first 1,000 gallons and $8.50 for each additional 
thousand gallons. I understand that if no water is used, I will still have a minimum bill that will be due 
on the 20th • 

The undersigned agree/s that he/she is responsible for charges incurred on this account and if the 
account has to be placed with a collection agency or attorney that he/she will pay any and all 
reasonable costs of collection and/or attorney fees. 

I agree and understand the rules and regulations of the District, that there can only be (1} one 
~·~ 

resident per meter serviced by water. It is understood and agreed that a tapping fee of $1,700.00 for a 
¾" water connection will be charged. A_non-refundable service connection fee to be made by 
applicants subscribing for water service prior to having service rendered. The rates are stated below: 

Property Owner: Agrees to pay a $100.00 non-refundable service connection fee. 

Property Renter: Agrees to pay a $150.00 non-refundable service connection fee. 

Both property Owner and Property Renter understand that the service connection fee 

WILL NOT BE REFUNDED. 

Vanleer Water Works will endeavor to furnish continuous water service but does not guarantee to the 
customer any fixed pressure or continuous service. We suggest the homeowner furnish a pressure 
reducer in order to regulate high water pressure. Vanleer Water Works will not be liable for any 
damages for any interruption of service whatsoever. In connection with the operation, maintenance, 
repair, and extension of the city water system, the water supply may be shut off without notice when 
necessary or desirable and each customer must be prepared for such emergencies. Vanleer Water 
Works will not be liable for any damages from such interruption of services or for damages from 
resumption of service without notice after any such interruption. 
Any bill not paid by the 20th of the following month will result in discontinuation of service. There will 

be a $40 daytime reconnection and a $100 after hours reconnection fee. 

310



Vanleer Water Works 
P.O. Box 69/ 4714 Hwy 49 W 

Vanleer Tn. 37181 
615-763-2823 Fax#615~763-2821 

WATER SERVICE CONTRACT 

I have read the terms and agreements of the service contract and agree with these terms. 

DATE: ______________ _ 

I hereby make application to Vanleer Water Works for water service at my property located at 

Box & Street# - ___________________________ _ 

City & State ____________________ Zip Code _____ _ 

Name: _ ________________ _ SS# __________ _ 

Signed: ___________ _______________ _ 

Phone# ..... ( _ _ ,__ ____________ _::D:...:cr..:..:iv=-=e=-=-r--='sc...::L::;,;ic=-=e~n=s-=-e#:..:....-------------

*Mai/inq Address if Different: ________________________ _ 

Place of Employment: __________________________ _ 

) OWNER ) RENTOR 

If Renter, Owner's Name: ____________ Owner's Phone# - { 

Emergency Contact: 

Name: _____________ Phone#: ___________ _ 

Friend: _ _ _ R. elative: ___ Relationship: ____________ _ 

OFFICE USE ONLY: 

Account# ___________ _ Date Installed: ______ By: _______ _ 

Comments: 
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Exhibit 8 

Town of Vanleer, Tennessee 

Amended and Restated Debt Management Policy 
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Debt Management Policy 

Introduction 

Debt management policies provide written guidance about the amount and type of debt issued by 
a state or local government, the issuance process, and the management of the debt portfolio. A 
debt management policy tailored to the needs of the Board of Mayor and Aldermen (the 
"Governing Body") of the Town of Vanleer, Tennessee (the "Town") can improve the quality of 
decisions, identify and disclose parameters relating to the structure and issuance of debt, identify 
policy goals, and provide a foW1dation for long-tenn financial planning, all of which are in the 
public interest of the Town. Adherence to a debt management policy may signal to rating 
agencies and the capita] markets that a government is well-managed and should meet its 
obligations in a timely manner. 

Debt levels and their related annual costs are important long-tenn obligations that must be 
managed within available resources. An effective debt management policy provides guidelines 
for a government to manage its debt program in line with those resources. 

The debt program for the Town includes (l) general obligation debt issued by the Town for 
general Town purposes and for which the Town has pledged its full faith and credit for the 
payment of both principal and interest; and (2) bonds issued by the Town to finance or refinance 
capital improvements to one or more of the utility systems operated by the Town, which bonds 
may be secured by revenues of the system for which improvements are being financed and/or the 
full fait11 and credit of the Town. 

This Debt Management Policy is intended to comply with the debt management policy 
requirements promulgated by the Tennessee State Funding Board. 

Goals 

The Goveming Body is establishing a debt policy as a tool to ensure that financings undertaken 
by the Governing Body satisfy certain clear objective standards designed to protect the Town's 
financial resources and to meet its long-tenn capital needs. The goals and objectives of this 
policy are: 

I. To document responsibility for the oversight and management of debt 
related transactions; 

2. To establish criteria and promote prudent financial management for the 
issuance of debt obligations and the evaluation of debt issuance options; 

3. To identify legal and administrative limitations on the issuance of debt and 
ensure the legal use of the Governing Body's debt issuance authority; 

4. To define the types and appropriate use of debt approved for use within 
the constraints established by Tennessee law; 

5. To provide guidance for evaluating refunding candidates or alternative 
debt structures; 
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Debt Management Policy 

Introduction 

Debt management policies provide written guidance about the amount and type of debt issued by 
a state or local government, the issuance process, and the management of the debt portfolio. A 
debt management policy tailored to the needs of the Board of Mayor and Aldermen (the 
"Governing Body") of the Town of Vanleer, Tennessee (the "Town") can improve the quality of 
decisions, identify and disclose parameters relating to the structure and issuance of debt, identify 
policy goals, and provide a foundation for long-tenn financial planning, all of which are in the 
public interest of the Town. Adherence to a debt management policy may signal to rating 
agencies and the capital markets that a government is well-managed and should meet its 
obligations in a timely manner. 

Debt levels and their related annual costs are important long-term obligations that must be 
managed within available resources . . An effective debt management policy provides guidelines 
for a government to manage its debt program in line with those resources . 

The debt program for the Town includes (1) general obligation debt issued by the Town for 
general Town purposes and for which the Town has pledged its full faith and credit for the 
payment of both principal and interest; and (2) bonds issued by the Town to finance or refinance 
capital improvements to one or more of the utiJity systems operated by the Town, which bonds 
may be secured by revenues of the system for which improvements are being financed and/or the 
full faith and credit of the Town. 

This Debt Management Policy is intended to comply with the debt management policy 
requirements promulgated by the Tennessee State Funding Board. 

Goals 

The Governing Body is establishing a debt policy as a tool to ensure that financings undertaken 
by the Governing Body satisfy certain clear objective standards designed to protect the Town's 
financial resources and to meet its long-tenn capital needs. The goals and objectives of this 
policy are: 

1. To document responsibility for the oversight and management of debt 
related transactions; 

2. To establish criteria and promote prudent financial management for the 
issuance of debt obligations and the evaluation of debt issuance options; 

3. To identify legal and administrative limitations on the issuance of debt and 
ensure the legal use of the Governing Body's debt issuance authority; 

4. To define the types and appropriate use of debt approved for use within 
the constraints established by Tennessee law; 

5. To provide guidance for evaluating refunding candidates or alternative 
debt structures; 
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Types of Debt 

4. Except for bond anticipation notes issued in anticipation of a state or 
federal loan, the Town shaJI not issue any notes under the LGPOL without 
first seeking the approval of the Comptroller of the State, or his or her 
designee. 

Pursuant to the LGPOL and the Revenue Bond Law, the Town is authorized from time to time to 
issue its negotiable bonds and notes. Each issuance of debt is authorized by a Resolution 
adopted by the Governing Body. 

A. Long Term Bonds 

The Town may issue long term bonds under the LGPOL or the Revenue Bond 
Law to finance capital projects or refinance outstanding debt. These bonds may 
be structured as: 

1. Fixed Rate Bonds - Bonds that have an interest rate that remains 
constant throughout the life of the bond. 

2. Variable Rate Bonds - Bonds which bear a variable interest rate 
through the term thereof. · Provision as to the caJculation or change of 
variable interest rates shall be included in the authorizing resolution. 
Variable rate debt shall be subject to the following limitations: 

a. The Town will annually include in the appropriate budget an 
interest rate assumption for any outstanding variable rate debt that takes 
market fluctuations affecting the rate of interest into consideration; and 

b. The Town's Recorder shall be responsible for monitoring the 
performance of the remarketing agent, if any, the name and ratings of any 
letter-of-credit banks or liquidity facility providers, the expiration date of 
any letter-of-credit or liquidity facility, and the amount of any on-going 
fees associated with the variable rate debt. 

B. Short Term Debt 

The Town may issue short term debt by resolution of the Governing Body. Debt 
issued in a short-term mode shall be ofone of the following types: 

1. Bond Anticipation Notes (BANs) - BANs are short term obligations 
authorized to be issued under the LGPOL and the Revenue Bond Law that 
will be repaid by proceeds of a subsequent long-term bond issue. BANs 
will not be issued unless and until all steps prerequisite to the issuance of 
the anticipated long term bonds have been taken. 
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2. Capital Outlay Notes (CONs) - CONs are short term notes (less than 12 
year maturities), authorized by the LGPOL, secured by a pledge of the 
Town's fu]l faith and credit. CONs may be issued when the Town wishes 
to finance capita] projects over a relatively short period. 

3. Grant Anticipation Notes (GANs) - GANs are short tenn notes, 
authorized by the LGPOL, secured as to interest by a pledge of the Town's 
full faith and credit and as to principal by a pledge of the proceeds of an 
anticipated grant from a state or federal agency. GANs may be issued 
when the Town wishes to finance capital projects in anticipation of a grant 
from a state or federal agency. The principal amount of the GANs shall 
not exceed the amount of the anticipated grant. 

4. Tax Anticipation Notes (TANs) • TANs are short tenn notes, authorized 
by the LGPOL, secured by a pledge of taxes and other general fund 
revenues in the then current fiscal year of the Town. TANs, if issued, will 
constitute direct obligations of the Town backed by the full faith and credit 
of the Town. All T ANs will be paid in the same fiscal year in which they 
are issued. 

5. Revenue Anticipation Notes (RANs} - RANs are notes of not more than 
five years in length, authorized by the Revenue Bond Law, secured solely 
by the revenues of one or more of the Town's utility systems. RANs may 
be refunded with long term bonds issued pursuant to the LGPOL or the 
Revenue Bond Law. 

The Town may undertake interfund borrowings, in which amounts on deposit in 
one Town fund are lent to another fund, in the form of any of the notes listed 
above. All such interfund borrowings shall be approved by the Governing Body 
and, to the extent required by the LGPOL, shall be preceded by receipt of the 
approval of the State Comptroller. 

Short-term debt may be structured as fixed rate or . variable rate instruments. 
Unless the Town expects that the interest on the short-term debt is to be paid from 
long-term bond proceeds (e.g. bond anticipation notes), the Town will annually 
include in the appropriate budget an interest rate assumption for any outstanding 
variable rate debt that takes market fluctuations affecting the rate of interest into 
consideration. 

C. Loans from Public Building Authorities 

The Town may enter into Joan agreements with one or more public building 
authorities, pursuant to Sections 12-10-101 et seq., Tennessee Code Annotated, in 
lieu of issuing bonds or notes under the LGPOL or the Revenue Bond Law. The 
policies set forth herein for bonds issued under the LGPOL or the Revenue Bond 
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Law shall be equally applicable to loan agreements entered into with a public 
building authority except that all loan agreements may be entered into pursuant to 
a negotiated sale. The Town shall not enter into loan agreements with public 
building authorities in lieu of issuing its own debt, unless the Governing Body 
detennines that the Town cannot reasonably accomplish its financing objectives 
through the issuance of its own debt. 

D. Loans from State or Federal Agencies 

The Town may incur debt in the form of loans from State or federal agencies for 
any purpose authorized by the laws of the State, upon approval by resolution of 
the Governing Body. Loans are evidenced by a loan agreement between the 
Town and the lending agency. 

Debt Management Practices 

A. Structure 

The Governing Body shall estabJish by resolution all tenns and conditions 
relating to the issuance of debt. 

I. Term 

Any debt (including refunding debt) shall have a weighted average 
maturity not greater than the weighted average expected life of the assets 
financed by such debt. In addition, the final maturity of any bond debt 
should not be longer than the expected life of the longest lived asset 
financed thereby. 

2. Capitalized Interest 

Interest on a debt issue may be financed ( capitalized) through a period 
permitted by federal law and the authorizing resolution of the Governing 
Body if it is detennined that doing so is consistent with the financial 
objectives of the Town. 

3. Debt Service Structure 

Debt issuance shall be planned to achieve, in conjunction with other 
outstanding Town debt service, a debt service schedule that - over the 
long tenn - is approximately level or declining. This policy shall be 
applied separately to debt payable from a particular funding source (ie. 
general fund, water and wastewater fund, natural gas fund and electric 
fund). 
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4. Call Provisions 

The Town will strive to issue all of its debt with a calJ feature occurring no 
later than the end of the tenth year after delivery of the bonds. In any 
event, call features should be structured to provide the maximum 
flexibility relative to cost The Town will avoid the sale of long-term non­
callable bonds absent careful evaluation by the Governing Body with 
respect to the value of the call option. 

B. Refmancing Outstanding Debt 

1. Purposes 

Bonds will be considered for refunding when the refunding generates 
results in aggregate net present value savings to the Town. In determining 
whether a refunding is advisable, the Governing Body shall take into 
account, among other factors, the level of savings, the call date and final 
maturity date of the refunded bonds, and projected interest rates relative to 
historical interest rate levels. The Recorder shall have the responsibility to 
periodically analyze outstanding bond issues to determine whether bonds 
can be refunded for debt service savings. 

The Town may also consider refunding bonds if necessary due to a change 
in private/public use of a project that would cause a need to change the tax 
status of the bonds. 

The Town may also consider refunding bonds to restructure outstanding 
debt service; provided that the costs of such restructuring shall be 
presented to the Governing Body and the Governing Body must expressly 
detennine by resolution that the restructuring is in the Town's best 
interest. 

The Town may also consider refunding bonds to restructure revenue bonds 
in order to free the Town from burdensome restrictions or covenants. 

2. Term of Refunding Issues 

The Governing Body will refund bonds within the term of the originally 
issued debt, unless otherwise expressly approved by resolution of the 
Governing Body. 

3. Escrow Structuring 

In structuring refunding escrows, the Town shall only utilize investments 
permitted under applicable law. Under no circumstances shall an 
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underwriter, agent or financial advisor sell escrow securities to the Town 
from its own account. 

C. Methods of Sale 

General obligation bonds issued to finance new projects shall be sold through a 
competitive bid process. Revenue bonds, notes and refunding bonds may be sold 
through either a competitive bid process or through a negotiated sale. Loan 
agreements shall be entered into directly with the lending agency or authority. 

1. Competitive - In a competitive sale, the Town's bonds shall be awarded 
to the bidder providing the lowest true interest cost as long as the bid 
adheres in all material respects to the requirements set forth in the official 
notice of sale. 

2. Negotiated - In a negotiated sale, the underwriter(s) will be chosen prior 
to the sale and the interest rate and underwriter's fees will be negotiated 
prior to the sale. The factors to be considered for a negotiated sale include 
the following: 

• Volatility of market conditions 

• Size and complexity of the bond sale 

• Credit strength 

• In the case of a refunding, timing and interest rate sensitivity 

• Whether the bonds are structured in a manner that is not conducive 
to competitive sale (e.g. variable rate bonds) 

B. Underwriter Selection (Negotiated Transaction) 

l. Selection Criteria - The Town shall select, or provide for the selection 
of, the underwriter(s) for a proposed negotiated sale. The selection criteria 
shall include but not be limited to the following: 

• Ability and experience in managing similar transactions; 
Prior knowledge and experience with the Town; 

• Capital adequacy; 
• Quality and experience of personnel assigned to the Town's 

engagement; 
Financing ideas presented; and 

• Underwriting fees. 

2. Underwriter's Discount - The Town will evaluate the proposed 
underwriter's discount in comparison to other issues in the market. All 
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fees will be detennined prior to the sale date; a cap on expenses and 
underwriter's counsel, if any, will be established and communicated to all 
parties by the Town. 

3. Evaluation of Underwriter Performance -The Recorder will evaluate 
each bond sale after completion to assess the following: costs of issuance 
including the underwriter's compensation, and the pricing of the bonds in 
terms of the overall interest cost and on a maturity-by-maturity basis. 

E. Credit Quality 

The Town's debt management activities will be conducted to maintain the highest 
credit ratings possible, consistent with Town's financing and public policy 
objectives. The Recorder will be responsible for maintaining relationships and 
communicating with the rating agencies that assign ratings to the Town's debt. 
Full disclosure of operations and open lines of communication shall be 
maintained with the rating agencies. The Recorder shall prepare and make 
presentations to the rating agencies, as needed, to assist credit analysts in making 
an informed decision. 

F. Credit Enhancements 

The Town will consider the use of credit enhancements on a case-by-case basis, 
evaluating economic benefit versus the cost. Only when clearly demonstrable 
savings can be shown shall. an enhancement be utilized. The Town may consider 
each of the following enhancements as alternatives by evaluating the cost and 
benefit of such enhancements: 

1. Bond Insurance 

The Town may purchase bond insurance when such purchase is deemed 
prudent and advantageous. The predominant determination shall be based 
on such insurance being less costly than the present value of the difference 
in the interest on insured bonds versus uninsured bonds. For competitive 
sales, the Town may either purchase bond insurance or make the issue 
eligible for bond insurance and allow the purchaser of the bonds to 
determine whether bond insurance will be used, and to pay for such bond 
insurance. 

9 

321



2. Letters of Credit 

The Town may enter into a letter-of-credit (LOC) agreement when such an 
agreement is deemed prudent and advantageous. The Town will prepare 
and distribute a request for qualifications to qualified banks or other 
qualified financial institutions which includes terms and conditions that 
are acceptable to the Town. 

3. Liquidity 

For variable rate debt rcqumng liquidity facilities to protect against 
remarketing risk, the Town will evaluate: 

Alternative forms of liquidity, including direct pay letters of credit, 
standby letters of credit, and line of credit, in order to balance the 
protection offered against the economic costs associated with each 
alternative; 

Diversification among liquidity providers, thereby limiting 
exposure to any individual liquidity provider; and 

All cost components attendant to the liquidity facility, including 
commitment fees, standby fees, draw fees, and interest rates 
charg~d against liquidity draws. 

G. Use of Structured Products 

No interest rate agreements or forward purchase agreements will be considered 
unless (1) a policy defining the use of such products is approved by the Governing 
Body before .the transaction is considered, and (2) such policy and such 
agreements are adopted and entered into in accordance· with the restrictions and 
limitations set forth in applicable law. 

H. Risk Assessment 

The Town will evaluate each transaction to assess the types and amounts of risk 
associated with that transaction, considering all available means to mitigate those 
risks. The Town will evaluate all proposes transactions for consistency with the 
objectives and constraints defined in this Policy. The following risks should be 
assessed before issuing debt: 

1. Change in Public/Private Use - The change in the public/private use of 
a project that is funded by tax-exempt funds could potentially cause a 
bond issue to become taxable. 
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2. Default Risk - The risk that debt service payments cannot be made by 
the due date. 

3. Liquidity Risk - The risk of having to pay a higher rate to the liquidity 
provider in the event of a failed remarketing. 

4. Interest Rate Risk - The risk that interest rates will rise, on a sustained 
basis, above levels that would have been set if the issued had been fixed. 

5. Rollover Risk - The risk of the inability to obtain a suitable liquidity 
facility at an acceptable price to replace a facility upon termination or 
expiration of a contract period. 

6. Credit Risk - The risk that an issuer of debt securities or a borrower 
may default on his obligations by failing to repay principal and interest in 
a timely manner. 

7. Fee Risk - The risk that on-going fees may increase beyond what is 
initially expected. 

I. Continuing Disclosure 

To the extent that any of the Town's debt issues are subject to disclosure 
agreements required by U.S. Securities and Exchange Commission Rule 15c2-12 
C'Rule 15c2- l 2 "), the Recorder will ensure that the Town remains in compliance 
with such agreements. Specifically, the Recorder will provide certain financial 
infonnation and operating data by specified dates, and will provide notice of 
certain enumerated events with respect to the bonds, all as described in Rule 
15c2-12. 

J. Transparency 

The Town shall comply with the Tennessee Open Meetings Act, providing 
adequate public notice of meetings and specifying on the agenda when matters 
related to debt issuance will be considered. Additionally, in the interest of 
transparency, all costs (including interest, issuance, continuing, and one-time) 
shall be disclosed to the Governing Body and citizens in a timely manner. In 
order to comply with the requirements of the preceding sentence, an estimate of 
the costs described above will be presented to the Governing Body along with any 
resolution authorizing debt. 

K. Professional Services 

Contracts for professional services related to debt shall be awarded on the basis of 
recognized competence and integrity, as required by Section 12-4-106, Tennessee 
Code Annotated. All professionals engaged to assist in the process of issuing debt 
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shall be required to clearly disclose all compensation and consideration received 
related to services provided in the debt issuance process by the Town. This 
includes "soft" costs or compensations in lieu of direct payments. 

l . Counsel - The Town will enter into an engagement letter agreement with 
each lawyer or law finn representing the Town in a debt transaction. No 
engagement letter is required for any lawyer who serves as counsel to the 
Town regarding Town matters generally. 

2. Bond Counsel - Bond counsel for each debt transaction is contracted by 
the Mayor of the Town, as advised by the Recorder and Town Attorney, 
and serves to assist the Town in such debt issue. 

3. Financial Advisor - If the Town chooses to engage a financial advisor 
for a debt transaction, the Town shall enter into a written contract with the 
financial · advisor on terms and conditions approved by the Mayor, 
Recorder and Town Attorney. The financial advisor shall not be permitted 
to bid on or underwrite an issue for which they are or have been providing 
advisory services. 

4. Underwriter - If there is an underwriter for a debt issue, the underwriter 
must clearly identify itself to the Town in writing ( e.g., in a response to a 
request for proposals or in promotional materials provided to the Town) as 
an underwriter and not as a financial advisor from the earliest stages of its 
relationship with the Town with respect to that issue. The underwriter 
must clarify its primary role as a purchaser of securities in an arm's-length 
commercial transaction and that it has financial and other interests that 
differ from those of the Town. The underwriter in a publicly offered, 
negotiated sale shall be required to provide pricing information both as to 
interest rates and to takedown per maturity to the Recorder in advance of 
the pricing of the debt. 

L. Potential Conflicts of Interest 

Professionals involved in a debt transaction hired or compensated by the Town shall be 
required to disclose existing client and business relationships between and among the 
professionals to a transaction (including but not limited to financial advisor, swap 
advisor, bond counsel, swap counsel, trustee, paying agent, underwriter, counterparty, 
and remarketing agent), as well as conduit issuers, sponsoring organizations and program 
administrators. This disclosure shall include that information reasonably sufficient to 
allow the Town to appreciate the significance of the relationships. 

Professionals who become involved in the debt transaction as a result of a bid submitted 
in a widely and publicly advertised competitive sale conducted using an industry 
standard, electronic bidding p]atfonn are not subject to this disclosure. No disclosure is 
required that would violate any rule or regulation of professional conduct. 
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Debt Administration 

A. Planning fo.r Sale 

1. The Recorder will present to the members of the Governing Body the 
purpose of the financing, the proposed structure of the financing, the 
proposed method of sale for the financing, members of the proposed 
financing team, and an estimate of all the costs associated with the 
financing. 

2. In the case of a proposed refunding, proposed use of credit enhancement, 
or proposed use of variable rate debt, the Recorder will present the 
rationale for using the proposed debt structure, an estimate of the expected 
savings associated with the transaction (if applicable) and a discussion of 
the potential risks associated with the proposed structure. 

3. If required by Rule 15c2-12, the Recorder, the bond counsel, financial 
advisor, if any, along with other members of the financing team will 
prepare a Preliminary Official Statement describing the transaction and the 
security for the debt that is fully compliant with all legal requirements. 

B. Post Sale 

1. The Recorder wilt maintain for review by members of the Governing 
Body and the public a report, such as State Form CT-0253, describing the 
transaction and setting forth all the estimated costs associated with the 
transaction. 

2. The Recorder will obtain a closing memorandum with written instructions 
on transfer and flow of funds . 

3. The Recorder, the bond counsel, financial advisor, if any, along with other 
members of the financing team will prepare an Official Statement 
describing the transaction and the security for the debt that is fully 
compliant with all legal requirements. 

4. Any proceeds of bonds, notes or other indebtedness will be invested 
pursuant to applicable State law. 

Federal Tax Post-Issuance Compliance Policies and Procedures 

In order to issue tax-exempt debt obligations ("Tax-Exempt Obligations"), the interest on 
which is excluded from gross income of the holders of such debt obligations, the Town 
must comply with federal tax rules regarding expenditure of proceeds, use of financed 
property, investment of proceeds in compliance with arbitrage rules, retention of records 
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and filings with the Internal Revenue Service pursuant to Section 148 of the Internal 
Revenue Code of 1986, as amended {the "Code"). The provisions set forth below set 
forth the Town's policies for compliance with Sections 141-150 of the Code and related 
rules and regulations. 

A. Expenditure of Proceeds 

Expenditure of proceeds as set forth below will be reviewed and managed by the 
Recorder as needed to ensure compliance with the requirements with each tax 
certificate executed in connection with Tax-Exempt Obligations. In connection 
with such review and management, the Recorder will undertake the foJlowing 
with respect to the expenditure of proceeds of Tax-Exempt Obligations: 

1. Establish forms and procedures for documenting expenditures of the 
proceeds, including a description of the property financed with each 
expenditure. 

2. Only permit proceeds to be expended for capital expenditures, working 
capital if accompanied by an opinion of nationally recognized bond 
counsel, refunding of Tax-Exempt Obligations and other debt obligations 
used for the foregoing purposes, and costs of issuance of Tax-Exempt 
Obligations. 

3. Not pennit amounts to be expended to pay capitalized interest on Tax­
Exempt Obligations except during the actual construction period of 
financed property unless accompanied by an opinion of nationally 
recognized bond counsel. 

4. Restrict reimbursement of costs that were paid prior to the issuance of the 
Tax-Exempt Obligations to costs paid subsequent to, or not more than 60 
days prior to, the date a "declaration of intent" to reimburse the costs was 
adopted by the Governing Body or as is otherwise approved by bond 
counsel. 

5. Prepare a "final allocation" of proceeds to uses, which will be made and 
retained with the records of the Tax-Exempt Obligations, not later than 18 
months after the placed-in-service date of the financed property (and in 
any event not later than 5 years and 60 days after the issuance of the 
issue). 

6. Monitor the expenditure of proceeds of the Tax-Exempt Obligations 
against any tax certificate expectations. 

7. Monitor the expenditure of proceeds of the Tax-Exempt Obligations 
against the schedule for the arbitrage rebate exception or exceptions 
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identified in the tax certificate related to such issue of Tax-Exempt 
Obligations. 

B. Use of Property Financed with Tax-Exempt Obligations 

Use of property financed with Tax-Exempt Obligations, when completed and 
placed in service, will be reviewed by the Recorder on at least an annual basis. 

The Town will not do any of the following with respect to the financed property 
without prior discussion with bond counsel regarding potential effect of such 
action on the tax exemption of the Tax-Exempt Obligations that financed or 
refinanced such property: 

1 . Enter into a management, service or incentive payment contract with any 
non-governmental person or entity (including the federal government) (a 
"Non-Governmental Person"). 

2. Enter into a lease with any Non-Governmental Person. 

3. Sell or otherwise transfer such property to any Non-Governmental Person. 

4. Grant special legal entitlements with respect to such property to any Non­
Governmental Person. 

5. Enter into an "output contract", ,as defined in Section 1.141-7 of the 
Treasury Regulations promulgated under the Code, that has the effect of 
transferring the benefits of owning the financed facility and the burden of 
paying debt service on the pertinent Tax-Exempt Obligation to a Non­
Governmental Person. 

C. Investment of Proceeds 

Investment of proceeds of True-Exempt Obligations in compliance with the 
arbitrage bond rules and rebate of arbitrage will be supervised by the Recorder. 

All proceeds of each True-Exempt Obligation wiJI be deposited and maintained in 
a separate account or accounts. The investment of Tax-Exempt Obligations 
proceeds shall comply with the following: 

I. Investments will be purchased only in market transactions at fair market 
value. 

2. Calculations of rebate liability will be perfonned periodically as set forth 
in the tax certificate by outside consultants unless the Town is eligible for 
an exception to rebate liability with respect to the Tax-Exempt 
Obligations. 
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3. Rebate payments, if required, will be made with Form 8038-T no later 
than 60 days after ( a) each fifth anniversary of the date of issuance and (b) 
the final retirement of the Tax-Exempt Obligations. Compliance with 
rebate requirements will be reported to the bond trustee, if any, and the 
issuer. 

4. The Town will identify the date for first rebate payment at time of 
issuance if rebate payments are expected. 

D. Records 

Management and retention of records related to Tax-Exempt Obligations will be 
supervised by the Recorder. 

t. Records will be retained for the life of the Tax-Exempt Obligations plus 
any refunding bonds plus six years. Records may be in the form of 
documents or electronic copies of documents, appropriately indexed to 
specific bond issues and compliance functions, 

2. Retain records pertaining to the issuance of True-Exempt Obligations 
including the transcript of documents executed in connection with the 
issuance of the Tax-Exempt Obligations and any amendments, and copies 
of rebate calculations and records of payments including Fonu 8038-T. 

3. Retain records pertaining to expenditures of proceeds of Tax-Exempt 
Obligations including requisitions, trustee statements (if any) and final 
allocation of proceeds. 

4. Retain records pertaining to use of property include all agreements 
reviewed for nonexempt use and any reviewed documents relating to 
unrelated business activity. 

5. Retain records pertaining to investments include GIC and hedge 
documents under the Treasury regulations, records of purchase and sale of 
other investments, and records of investment activity sufficient to permit 
calculation of arbitrage rebate or demonstration that no rebate is due. 

E. Identification of Violations 

The Recorder shall be responsible for identifying any violations of federal tax 
requirements relating to any Tax-Exempt Obligations and shall consult with bond 
counsel as to best method for the timely correction of any identified violations 
either through available remedial actions or through the IRS's Voluntary Closing 
Agreement Program. 
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Review of the Policy 

The debt policy guidelines outlined herein are only intended to provide general direction 
regarding the future use and execution of debt. A violation of the Governing Body's debt policy 
shall in no way be interpreted as a violation of law and shall have no bearing on the validity of 
debt issued by the Governing Body. The Governing Body maintains the right to modify these 
guidelines ( except to the extent these guidelines are mandated by applicable state law or 
regulation) and may make exceptions to any of them et any time to the extent that the execution 
of such debt achieves the Governing Body's goals. Any exceptions to these policies shall be 
expressly acknowledged in the resolution authorizing the pertinent debt issue. In the event of a 
conflict between the terms of a debt resolution and this policy, the terms of the debt resolution 
shall control. 

This policy will be periodically reviewed by the Recorder. The Recorder may at any time 
present recommendations for any amendments, deletions, additions, improvements or 
c1arifications. 
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Exhibit 9 

RESOLUTION NO. 2022--------

A RESOLUTION TO ESTABLISH A CAPITAL ASSET POLICY 

WHEREAS, the Town ofVanleer,Tennessee (the Town) desires to formally adopt a capital 
asset policy which conforms to the manner in which the Town's fixed assets have historically been 
capitalized and recorded as capital assets in the Town' s financial statements; and 

WHEREAS, the Town desires to establish appropriate service lives for its water system 
assets which are consistent with the directives of the Water and Wastewater Financing Board for 
municipal water systems. 

NOW, THEREFORE, BE IT RESOLVED by the Mayor and Board of Alderman that: 

(a) Capitalization Thresholds. Town assets with an estimated useful life of three years or 
more will be capitalized when the cost of the asset is $5 ,000 or more. Land and Construction in 
Progress are capitalized but not depreciated. The costs of normal maintenance and repairs that do 
not add to the value of the asset or materially extend the life of an asset are not capitalized. 

(b) Asset Cost Basis. Capital assets shall be recorded at historical cost when the cost is 
reasonably determinable. If historical cost data is not determinable, an estimated historical cost 
will be used. 

(1) Actual Cost - This cost will include the purchase or construction cost (which can be 
obtained through invoice, purchase order, and paid check files) and charges necessary 
to place the asset into service at its intended location. Such necessary costs may include 
costs such as freight and transportation, site preparation expenditures, interest costs, 
professional fees , and legal claims directly attributable to asset acquisition. 

(2) Estimated Cost - This cost will be based on as much documentary evidence as can be 
found to support the cost, such as interviews with vendors selling such assets, 
engineers, or other personnel and price level adjustments based on the Consumer Price 
Index for each asset. 

(3) Donated Cost - These assets will be based on their estimated fair market value at time 
of acquisition. A determination as to the fair market value basis will be included with 
property records. 

( 4) Interest on Debt Issued - Interest on debt issued for the construction of an asset will be 
capitalized as part of the asset 's cost to the extent of the interest that was incurred during 
the construction period only. 
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(c) Depreciation. 

(1) Depreciation is a method for allocating the cost of capital assets over their useful lives. 
Generally accepted accounting principles dictate that the value of the capital asset must 
be written off as an expense over the useful life of the asset. 

(2) Annual depreciation expense will be calculated using the straight-line method. 

(3) When the asset is disposed of, the actual date of disposal is disregarded, and the 
disposal date is the end of the month prior to the month of disposal (i.e. no depreciation 
is taken for the month of disposal). 

( 4) The salvage value of an asset is an estimate made by management of what the value of 
an asset will be at the end of its useful life. If the Town intends to utilize a capital asset 
until it is literally worthless, a salvage value of zero (0) will be assigned. 

( d) Useful Lives of Capital Assets 

Asset Type 

Land and Easements 

Infrastructure ( other than water system) 

Buildings (other than water) 

Furniture, machinery and equipment (other than water) 

Water System: 

Buildings (Office and Plant) 
Equipment and Tools 
Furniture and Fixtures 
Machinery, Equipment and Service Vehicles 
Pumps and Treatment Equipment 
Transportation Equipment 
Water Lines and Storage 
Well / Dam 

Adopted this __ day of _______ , 2022. 

Mayor 
Attest: ---------------

Town Recorder 

2 

Useful Life in Years 

No depreciation 

40-50 

10-50 

5-10 

20-50 
3-10 
3-10 
3-10 
3-10 
3-10 

20-50 
Engineer' s Estimate 
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Date: 

Customer Name: 

Location : 

Repairs Needed: 

1 

1 

1 

1 

1 

20 

20 

1 

2 

0 

10 

10 

4 

1 

10 

1 

1 

1 

1 
10 
2 

1 

Sub Total 

Overhead 

Vanleer Water Works 
New Tap Worksheet 

Account Number: 

Chlorine Residual : 

Meter Number: 

Exhibit 10 

Itemized Description cost Total cost 

Water Meter @ $110 .00 each $110.00 

Meter Box@ $52 00 each $52.00 

Meter setter/Check Valve @ $209 .00 each $209.00 

Corporation Stop @ $48.00 each $48.00 

Saddle@ $68.00 each $68.00 

Feet of Service Line@ $0.99 per foot $19.80 

Feet of Location Wire/Tape@ $0.25 per foot $5.00 

Flushing & testing $5 00 each $5.00 

Backhoe Hours @ $85 00 per hour $170.00 

Boring@ $0.00 per foot $0.00 

Truck and Trailer miles@ $100 per mile $10.00 

service truck miles@ $0 75 per mile $7.50 

Air Compressors @ $0.00 each $0.00 

Installation Labor for MH $50.00 per hour $200.00 

Traffic control setup MH $50.00 per hour $50.00 

Locate Cost 81 l@ (milage) $0.75 per mile $7.50 

Locate Cost 811 @ (MH ) $50.00 per hour $50.00 

Miscellaneous $12 00 $12.00 

Seed Straw@ $15 .00 $15.00 

Administrative Hours @ $50.00 per hour $50.00 

Final clean -up/&inspection (milage) $0.75 per mile $7.50 

Final clean -up/&inspection MH $50 .00 per hour $100.00 

Final clean -up( equipment) $75 .00 per hour $75.00 I 

$11271.30 

20% $254.26 

Total $1,525.561 

332



 

 

2023 Meeting Dates 
 

March 23, 2023 
 
August 24, 2023 
 
November 16, 2023 
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