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MANAGEMENT’S DISCUSSION AND ANALYSIS

As management of the city of Decherd, Tennessee we offer readers of the City
of Decherd, Tennessee's financial statements this narrative overview and
analysis of the financial activities of the City of Decherd for the fiscal year
ended June 30, 2010. We encourage readers to consider the information
presented in conjunction with additional information that we have furnished in
the basic financial statements and the accompanying notes to those financial
statements. All amounts, unless otherwise indicated, are expressed in actual
dollars.

FINANCIAL HIGHLIGHTS

Management believes the City of Decherd’s financial condition is
disconcerting. The City is striving to stay within its budget and the financial
policies and guidelines set by the Board and management. The following are
key financial highlights.

e The assets of the City of Decherd exceeded liabilities at the close of the
most recent fiscal year by $9,659,833.64. Of this amount, $936,101.24
(unrestricted net assets) may be used to meet the government's
ongoing obligation to citizens and creditors. The City’s total net assets
increased by $372,592.98.

e At June 30, 2010, the City's governmental funds reported combined
ending fund balances of $639,471.46, a decrease of $20,139.32 in
comparison with the prior year. This entire amount is available for
spending at the government’s discretion (unreserved fund balance).

o At June 30, 2010 unreserved fund balance for the General Fund was
$570,569.19, or 26% of total general fund expenditures.

o The City’s total bonded debt decreased by $127,906.94 during the year
ended June 30, 2010. Of this amount, water and sewer long-term debt
decreased by $90,187.70.

e The City’'s capital assets decreased by $172,130.39 during the year
ended June 30, 2010.

OVERVIEW OF THE FINANCIAL STATEMENTS

Management’s Discussion and Analysis (MD&A) serves as an introduction to,
and should be read in conjunction with, the financial statements and
supplementary information. The MD&A represents management’s examination
and analysis of the city's financial condition and activities. Summary financial
statement data, key financial and operational indicators, budget and other
management tools were used for this analysis. The City's basic financial
statements comprise three components: 1) government-wide financial
statements, 2) fund financial statements, and 3) notes to the financial
statements. This report also contains other supplementary information in
addition to the basic financial statements themselves.
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Government-wide financial statements. The government-wide financial
statements are designed to provide readers with a broad overview of the City's
finances, in a manner similar to a private-sector business.

The Statement of Net Assets presents the financial position of the City on a full
accrual, historical cost basis. The statement of net assets provides information
on all the City’'s assets and liabilities, with the difference between the two
reported as net assets. Over time, increases or decreases in net assets may
serve as a useful indicator of whether the financial position of the City in
improving or deteriorating.

The Statement of Activities presents information showing how the
government’'s net assets changed during the most recent fiscal year. All
changes in net assets are reported as soon as the underlying event giving rise
to the change occurs, regardless of the timing of related cash flows. Thus,
revenues and expenses are reported in this statement for some items that will
only result in cash flows in future fiscal periods (e.g., uncollected taxes and
earned but unused vacation leave.)

Both of the government-wide financial statements distinguish functions of the
City that are principally supported by taxes and intergovernmental revenues
(governmental activities) from other functions that are intended to recover all or
a significant portion of their costs through user fees and charges (business-
type activities). The governmental activities of the City include general
government, public safety, highways and streets, drug enforcement, parks and
recreation, and sanitation services. The business-type activities of the City
include the operations of the water and sewer facilities.

The government-wide financial statements can be found on pages 3-4 of this
report.

Fund financial statements. A fund is a grouping of related accounts that is
used to maintain control over resources that have been segregated for specific
activities or objectives. The City, like other state and local governments, uses
fund accounting to ensure and demonstrate compliance with finance-related
legal requirements. All of the funds of the City can be divided into two
categories: governmental funds and proprietary funds.

Governmental funds. Governmental funds are used to account for
essentially the same functions reported as governmental activities in the
government-wide financial statements. However, unlike the government-wide
financial statements, governmental fund financial statements focus on near-
term inflows and outflows of spendable resources, as well as balances of
spendable resources available at the end of the fiscal year. Such information
may be useful in evaluating a government’s near-term financing requirements.

Because the focus of governmental funds is more narrow than that of the
government-wide financial statements, it is useful to compare the information
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presented for governmental funds with similar information presented for
governmental activities in the government-wide financial statements. By doing
so, readers may better understand the long-term impact of the government’s
near-term financing decisions. Both the governmental fund balance sheet and
the governmental fund statement of revenues, expenditures, and changes in
fund balances provide a reconciliation to facilitate this comparison between
governmental funds and governmental activities.

The City maintains five individual governmental funds. Information is
presented separately in the governmental fund balance sheet and in the
governmental fund statement of revenues, expenditures, and changes in fund
balances for the general fund. Data from all governmental funds are combined
into a single, aggregated presentation. Individual fund data for each of the
non-major funds is provided in the form of combining statements elsewhere in
this report.

The City adopts an annual appropriations budget for its general and special
revenue funds. A budgetary comparison statement has been provided for the
general fund to demonstrate compliance with this budget.

The basic governmental fund financial statements can be found on pages 5-8
of this report.

Proprietary funds. The City maintains one type of proprietary fund.
Enterprise funds are used to report the same functions presented as business-
type activities in the government-wide financial statements. The City uses an
enterprise fund to account for its Water and Sewer activities.

Proprietary funds provide the same type of information as the government-
wide financial statements, only in more detail. The proprietary fund financial
statements provide information for the Water and Sewer activities of the City,
which is considered to be a major fund.

The basic proprietary fund financial statements can be found on pages 9-11 of
this report.

Notes to the financial statements. The notes to the financial statements
provide required disclosures and other information that are essential to a full
understanding of material data provided in the government-wide and fund
financial statements. The notes present information about the City’s accounting
policies, significant account balances and activities, material risks, obligations,
commitments, contingencies and subsequent events, if any. The notes to the
financial statements can be found on pages 14-27 of this report.

Other information. In addition to the basic financial statements and
accompanying notes, this report also presents certain required supplementary
information concerning the City’s progress in funding its obligation to provide
pension benefits to its employees. Required Supplemental Information can be
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found on pages 28-29 of this report. Other Supplemental Information can be
found on pages 30-45.

GOVERNMENT-WIDE FINANCIAL ANALYSIS

As noted earlier, net assets may serve over time as a useful indicator of a
government’s financial position. In the case of the City of Decherd, assets
exceeded liabilities by $9,659,833.64 at the close of the most recent fiscal
year.

By far the largest portion of the City’s net assets (88%) reflects its investment
in capital assets (e.g., land, buildings, machinery, and equipment) less any
related debt used to acquire those assets that is still outstanding. The City
uses these capital assets to provide services to citizens; consequently, these
assets are not available for future spending. Although the City’s investment in
its capital assets is reported net of related debt, it should be noted that the
resources needed to pay this debt must be provided from other sources, since
the capital assets themselves cannot be used to liquidate these liabilities.



City of Decherd, Tennessee's Net Assets

Governmental Business-type

activites activites Total
FY2010 FY2010 FY2010
Current and other assets $ 1,349,560 $ 580,537 $ 1,930,097
Capital assets 1,830,039 8,410,299 10,240,338
Total assets $ 3,179,599 $ 8,990,836 12,170,435
Long-term liabilities outstandin 329,410 1,394,420 1,723,830
Other liabilities 710,089 76,683 786,771
Total liabilities $ 1,039,499 $ 1,471,103 $§ 2,510,601
Net Assets:
Invested in capital assets, net of
related debt 1,500,629 7,015,879 8,516,508
Restricted - 207,224 207,224
Unrestricted 639,471 296,630 936,101
Total net assets $ 2,140,100 $ 7,519,733 $§ 9,659,834

At year end no portion of the City’s net assets (0.0%) represented resources
that are subject to external restrictions on how they may be used. The
remaining balance of unrestricted net assets ($936,101.24) may be used to
meet the government’s ongoing obligations to citizens and creditors.

At June 30, 2010, the City is able to report positive balances in all three
categories of net assets, both for the government as a whole, as well as for its
separate governmental and business-type activities.



City of Decherd, Tennessee's Changes in Net Assets

Revenues:
Program Revenues:

Governmental  Business-type

activites

activities Total

FY2010

FY2010 FY2010

Charges for Services $ 136,811 $ 1,238,256 $ 1,375,067
Operating grants and contri butions 4,263 0 94,263
Capital grants and contributions 305,583 0 305,583
General Revenues:
Local property taxes 584,064 0 584,064
Intergovernmental - Sales Tax 889,622 0 889,622
Unrestricted Investments Income 5,705 766 6,470
Miscelleaneous 177,181 159,143 336,324
Other Taxes 338,483 0 338,483
Total revenues 2,531,711 1,398,165 3,929,876
Expenses:
General government 608,867 0 608,867
Public Safety
Police 603,403 0 603,403
Fire 573,539 0 573,539
Administrative 0 200,397 200,397
Sanitation/ Street 524,220 0 524,220
Interest on long term debt 12,122 39,037 51,159
Water Utilities 0 603,782 603,782
Sewer 0 391,917 391,917
Total expenses 2322,151 1,235,133 3,557,283
Increase in net assets 209,560 163,033 372,593
Net assets - July 1, 2009 1,930,540 7.356,701 9,287,241

Net assets - June 30,2010

$ 2,140,100 $

7,519,733 $ 9,659,834

-vi-

The government’s net assets increased $372,592.98 during the current fiscal
year. Most of this increase represents the degree to which increases in
ongoing revenues and decreases in ongoing expenses along with water and
sewer rate increases and the addition of a $10.00 per meter surcharge.

Governmental activities. Governmental activities increased the City of
Decherd’s net assets by $209,560.30, which accounts for 56% of the total
change in the net assets of the City of Decherd in FY2010. Key elements of
this increase are as follows:

o The program revenues for the Governmental activities for the City were
more than the expenses for the fiscal year ended June 30, 2010.

Business-type activities. Business-type activities increased the City’s net
assets by $163,032.68. Key elements of the increase are as follows:
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e The program revenues for the Business — type activities for the City
were more than the expenses for the fiscal year ended June 30, 2010.

Financial Analysis of the Government’s Funds

As noted earlier, the City uses fund accounting to ensure and demonstrate
compliance with finance-related legal requirements.

Governmental funds. The focus of the City’'s governmental funds is to
provide information on near-term inflows, and balances of spendable
resources. Such information is useful in assessing the City's financing
requirements. In particular, unreserved fund balance may serve as a useful
measure of a government’s net resources available for spending at the end of
the fiscal year.

As of the end of the current fiscal year, the City’'s governmental funds reported
combined ending fund balances of $639,471.46, a decrease of ($20,139.32)
constitutes unreserved fund balance, which is available for spending at the
government'’s discretion.

The general fund is the chief operating fund of the City. At the end of the
current fiscal year, unreserved fund balance of the general fund was
$570,569.19. As a measure of the general fund’s liquidity, it may be useful to
compare both unreserved fund balance and total fund balance to total fund
expenditures. Unreserved fund balance represents 100% of total general fund
expenditures, while total fund balance represents 100% of that same amount.

The fund balance of the City’s general fund decreased $34,351.37 during the
current fiscal year. Key factors in this decrease are:

o The decrease in general fund revenues is due to a decrease in sales tax
receivables for this fiscal year and increased expenses due to economic
increases.

Proprietary funds. The City's proprietary fund provides the same type of
information found in the government-wide financial statements, but in more
detail.

Unrestricted net assets of the Water and Sewer fund at the end of the year
amounted to $296,629.78. The total increase in net assets for the Water and
Sewer fund was $163,032.68. Other factors concerning the finances have
been addressed in the discussion of the City’s business-type activities.

General Fund Budgetary Highlights

Differences between the original budget and the final amended budget can be
briefly summarized as follows:
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e Revenues from intergovernmental sources were more than budgeted
estimates by $350,000.00.

Capital Asset and Debt Administration

At the end of fiscal year 2010, the City had $10,240,338.18 (net of
accumulated depreciation) invested in a broad range of capital assets. This
investment includes land and land improvements, buildings, utility system,
equipment and infrastructure. The total decrease in the City’s investment in
capital assets for the current period amounted to ($172,130.39), or a decrease
of 1.68% (a 11.72% increase for governmental activites and a 4.15%
decrease for business-type activities.

Additional information on the City’s capital assets can be found in Note 16 on
pages 26 & 27 of this report.

The following tables summarize the City’s capital assets, and changes therein,

for the year ended June 30, 2010. These changes are presented in detail in
required supplemental information to the financial statements.

Governmental Businesstype

Activities Adtivities Total

2010 2010 2010
Infrastructure $ -3 - 8 -
Land 335308 25,849 361,157
Corstruction in Progress - 870 810
Buildings/Improvements 1,024,062 387,955 1,412,017
Utility System 7,850,166 7,850,166
Vehicles 268,195 4,932 273,127
Equipment 202475 140,528 343,003
Total $ 1,830,039 $ 8410299 §$§ 10240338

Long-term debt. At the end of the current fiscal year, the City had total bonded
debt outstanding of $1,723,830.02 Of this amount $1,027,219.99 comprises
debts backed by the full faith and credit of the government and $696,610.03
represents bond secured primarily by a specified revenue source with a full faith
and credit pledge.
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City of Decherd, Tennessee's Outstanding Debt
General Obligation and Revenue Bonds

Govemmental Business-type

Activities Activities Total

2010 2010 2010
General obligation bonds $ 329410 $ 697,810 $ 1,027,220
Revenue bonds 0 696,610 696,610
Total $ 329410 $ 1,394420 $ 1,723,830

The City’s total bonded debt decreased by $127,906.94 during the current fiscal
year. Of this amount, general obligation long — term debt decreased by
$37,719.24, while water and sewer bonded long — term debt decreased by
$90,187.70.

Additional information on the City’s long-term debt can be found in Note 5 on
pages 19-21.

Economic Factors and Next Year’s Budget and Rates

Factors considered in preparing the City’s budget for the 2010 fiscal year include
the following:

o Inflationary trends in health care costs and energy fuels have resulted in
significant cost increases in next year's budget projections.

o State-shared tax revenue reductions continue to significantly impact local
governments.

At June 30, 2010 the unreserved fund balance in the general fund was
$570,569.19. The City has approved an operating budget of $3,600,509.00 for
fiscal year 2011. The property tax is $1.18 per $100 of assessed value of
property. The $10.00 per meter surcharge and Master Meters surcharge
assessed at $10.00 per unit is still in place for fiscal year ending 2011. No
increase in water rates is planned for fiscal year 2011.

CONTACTING THE CITY’S FINANCIAL MANAGEMENT

This financial report is designed to provide a general overview of the City’s
finances for all those with an interest in the government'’s finances. Questions
concerning any information provided in this report or requests for any additional
information should be directed to the Office of the City Administrator, Town of
Decherd, Post Office Box 488, Decherd, Tennessee 37324.



BEAN, RHOTON & KELLEY, PLLC

CERTIFIED PUBLIC ACCOUNTANTS
300 SOUTH JEFFERSON STREET, SUITE A, WINCHESTER, "IN 37398

Office: 931-967-0611 Members of American Institute of
Fax: 931-967-4784 Certified Public Accountants,
Tennessee Society of CPA's,

www.brkcpa.com Association of Government Accountants

Independent Auditors’ Report

The Honorable Mayor and Board of Aldermen
City of Decherd, Tennessee

We have audited the accompanying financial statements of the governmental activities, the business-type activities,
each major fund, and the aggregate remaining fund information of the City of Decherd, Tennessee, as of and for the
year ended June 30, 2010, which collectively comprise the City’s basic financial statements as listed in the table of
contents. These financial statements are the responsibility of the City of Decherd, Tennessee’'s management. Our
responsibility is to express opinions on these basic financial statements based on our audit.

We conducted our audit in accordance with auditing standards generally accepted in the United States of America and
the standards applicable to financial audits contained in Government Auditing Standards, issued by the Comptroller
General of the United States. Those standards require that we plan and perform the audit to obtain reasonable
assurance about whether the financial statements are free of material misstatement. An audit includes examining, on a
test basis, evidence supporting the amounts and disclosures in the financial statements. An audit also includes
assessing the accounting principles used and significant estimates made by management, as well as evaluating the
overall financial statement presentation. We believe that our audit provides a reasonable basis for our opinions.

In our opinion, the financial statements referred to above present fairly, in all material respects, the respective financial
position of the governmental activities, the business-type activities, each major fund, and the aggregate remaining fund
information of City of Decherd, Tennessee, as of June 30, 2010, and the respective changes in the financial position,
and cash flows, where applicable, thereof and the respective budgetary comparison for the General Fund for the year
then ended in conformity with accounting principles generally accepted in the United States of America.

In accordance with Government Auditing Standards, we have also issued our report dated February 28, 2011, on our
consideration of the City of Decherd, Tennessee’s internal control over financial reporting and on our tests of its
compliance with certain provisions of laws, regulations, contracts, and grant agreements and other matters. The
purpose of that report is to describe the scope of our testing of internal control over financial reporting and compliance
and the results of that testing, and not to provide an opinion on the internal control over financial reporting or on
compliance. That report is an integral part of an audit performed in accordance with Government Auditing Standards

and should be considered in assessing the results of our audit.

Accounting principles generally accepted in the United States of America require that the management’s discussion
and analysis on pages i through ix and be presented to supplement the basic financial statements. Such information,
although not a part of the basic financial statements, is required by the Governmental Accounting Standards Board,
who considers it to be an essential part of financial reporting for placing the basic financial statements in an
appropriate operational, economic, or historical context. We have applied certain limited procedures to the required
supplementary information in accordance with auditing standards generally accepted in the United States of America,
which consisted of inquiries of management about the methods of preparing the information and comparing the
information for consistency with management's responses to our inquiries, the basic financial statements, and other
knowledge we obtained during our audit of the basic financial statements. We do not express an opinion or provide
any assurance on the information because the limited procedures do not provide us with sufficient evidence to express
an opinion or provide any assurance.

Our audit was conducted for the purpose of forming opinions on the financial statements that collectively comprise the
City of Decherd, Tennessee’s basic financial statements as a whole. The introductory section and the schedules listed
in the Table of Contents as other supplemental information are presented for purposes of additional analysis and are



not a required part of the financial statements. Schedules listed in the table of contents as other supplemental
information are the responsibility of management and were derived from and relate directly to the underlying
accounting and other records used to prepare the financial information. The information has been subjected to the
auditing procedures applied in the audit of the basic financial statements and certain additional procedures, including
comparing and reconciling such information directly to the underlying accounting and other records used to prepare
the financial statements or to the financial statements themselves, and other additional procedures in accordance with
auditing standards generally accepted in the United States of America. In our opinion, the information is fairly stated in
all material respects in relation to the financial statements as a whole. The introductory section has not been
subjected to the auditing procedures applied in the audit of the basic financial statements and, accordingly, we do not
express an opinion or provide any assurance on it.

% & Kelley, PLLC 3

February 28, 2011



City of Decherd

Government - Wide Statement of Net Assets

June 30, 2010

ASSETS
Cash and cash equivalents
Receivables (net)
Inventories
Internal Balances (net)
Other assets
Capital assets (Note 16):
Land, improvements, and construction in progress
Other capital assets, net of depreciation
Total capital assets
Total assets

LIABILITIES
Accounts payable and accrued expenses
Other liabilities
Deferred revenue
Long-term liabilities (Note 5):

Due within one year

Due in more than one year

Total liabilities

NET ASSETS

Invested in capital assets, net of related debt
Restricted cash (Note 18)

Unrestricted

Total net assets

See accompanying notes to financial statements.

Primary Government

Governmental Business-type

Activities Activities Total
684,902.59 462,020.97 1,146,923.56
659,795.05 112,332.92 772,127.97
0.00 10,907.17 10,907.17
4,724.47 (4,724.47) 0.00
138.00 0.00 138.00
335,307.58 26,718.50 362,026.08
1,494,731.18 8,383,580.92 9,878,312.10
1,830,038.76 8,410,299.42 10,240,338.18
3,179,598.87 8,990,836.01 12,170,434.88
62,851.65 23,272.56 86,124.21
0.00 53,410.00 53,410.00
647,237.00 0.00 647,237.00
37,321.13 94,282.00 131,603.13
292,088.91 1,300,137.98 1,592,226.89
1,039,498.69 1,471,102.54 2,510,601.23
1,500,628.72 7,015,879.44 8,516,508.16
0.00 207,224.25 207,224.25
639,471.46 296,629.78 936,101.24
2,140,100.18 7,519,733.47 9,659,833.65

3
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City of Decherd
Governmental Funds
Balance Sheet

June 30, 2010

ASSETS

Cash

Property taxes receivables, net
Other receivables

Due from other funds

Other assets

Total assets

LIABILITIES AND FUND BALANCES
Liabilities:
Accounts payable
Other payables
Deferred revenue
Total liabilities
Fund balances:
Unreserved
Total fund balances
Total liabilities and fund balances

Other Total
Governmental Governmental

General Funds Funds
598,879.70 86,022.89 684,902.59
652,319.00 0.00 652,319.00
6,506.64 985.00 7,491.64
4,671.89 52.58 4,724.47
138.00 0.00 138.00
1,262,515.23 87,060.47 1,349,575.70
24,897.51 17,918.31 42,815.82
19,811.53 239.89 20,051.42
647,237.00 0.00 647,237.00
691,946.04 18,158.20 710,104.24
570,569.19 68,902.27 639,471.46
570,569.19 68,902.27 639,471.46
1,262,515.23 87,060.47 1,349,575.70

See accompanying notes to financial statements.
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City of Decherd

Reconciliation of the Balance Sheet
of Governmental Funds

to the Statement of Net Assets
June 30, 2010

Total fund balances per fund financial
statements

Amounts reported for governmental activities
in the Statement of Net Assets are different because:

Capital assets are not reported in this fund financial
statement because they are not current financial
resources, but they are reported in the Statement of
Net Assets.

Certain liabilities (such as notes payable) are not
reported in this fund financial statement because
they are not due and payable, but they are presented
in the Statement of Net Assets.

Net assets for governmental activities

See accompanying notes to financial statements.
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City of Decherd

Statement of Revenues, Expenditures, and Changes in Fund Balances

Governmental Funds
For the Year Ended June 30, 2010

REVENUES
Property taxes
Public service taxes
Fees and fines
Licenses and permits
Contributions
Charges for services
Investment earnings
Miscellaneous
Total revenues
EXPENDITURES
Current;
General government
Public safety
Streets
Street lighting
Paving
Fire
Health and sanitation
Culture and recreation
Debt Service:
Principal
Interest and other charges
Total expenditures

Excess (deficiency) of revenues over
expenditures
OTHER FINANCING SOURCES (USES)
Grant income
Transfers in
Transfers out
Total other financing sources and uses
Net change in fund balances

Fund balances- beginning

Fund balances- ending

Other Total
General Governmental Governmental
Fund Funds Funds
584,063.56 0.00 $ 584,063.56
1,270,299.71 59,439.48 1,329,739.19
82,338.81 0.00 82,338.81
8,588.01 0.00 8,588.01
358.10 0.00 358.10
0.00 10,020.00 10,020.00
5,124.82 579.80 5,704.62
73,347.10 11,294.21 84,641.31
2,024,120.11 81,333.49 2,105,453.60
698,361.50 0.00 698,361.50
593,378.13 1,540.68 594,918.81
336,447.39 2,165.97 338,613.36
0.00 21,020.70 21,020.70
0.00 17,316.00 17,316.00
569,253.62 4,285.31 573,538.93
0.00 131,937.39 131,937.39
5,628.44 0.00 5,628.44
0.00 37,719.24 37,719.24
0.00 12,121.77 12,121.77
2,203,069.08 228,107.06 2,431,176.14
(178,948.97) (146,773.57) (825,722.54)
305,583.22 0.00 305,583.22
0.00 170,515.01 170,515.01
(160,985.62) (9,529.39) (170,515.01)
144,597.60 160,985.62 305,583.22
(34,351.37) 14,212.05 (20,139.32)
604,920.56 54,690.22 659,610.78
570,569.19 68,902.27 639,471.46

See accompanying notes to financial statements.
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City of Decherd

Reconciliation of the Statement of Revenues, Expenditures, and
Changes in Fund Balance of Governmental Funds to

the Statement of Activities

For the Year Ended June 30, 2010

Net change in total fund balances per fund financial statements $ (20,139.32)

Amounts reported for governmental activities in the
Statement of Activities are different because:

Capital outlays are reported as expenditures in this fund financial statement because
they use current financial resources, but they are presented as assets in the Statement
of Activities and depreciated over their estimated economic lives. The amount by which
capital outlays reported in the General Fund ($381,681.01) is more than depreciation
($189,700.63) for the year.

191,980.38
The payment of debt uses current financial resources and is reported in this fund
financial statement, but is presented as a decrease in liabilities in the Statement of Net
Assets. 37,719.24
Change in net assets of governmental activities $ 209,560.30

See accompanying notes to financial statements.
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City of Decherd
Statement of Net Assets
Proprietary Funds

June 30, 2010

ASSETS
Current assets:
Cash and cash equivalents
Receivables, net
Inventories
Total current assets
Noncurrent assets:
Capital assets:
Buildings and equipment
Construction in progress
Less accumulated depreciation
Total noncurrent assets
Total assets

LIABILITIES
Current liabilities:
Accounts payable
Accrued liabilities
Other liabilities
Bonds, notes, and loans payable due within one year
Total current liabilities
Noncurrent liabilities:
Bonds, notes and loans payable
Total noncurrent liabilities
Total liabilities

NET ASSETS

Invested in capital assets, net of related debt
Restricted cash

Unrestricted

Total net assets

Water and
Sewer Totals
462,020.97 $ 462,020.97
112,332.92 112,332.92
10,907.17 10,907.17
585,261.06 585,261.06
13,260,375.93 13,260,375.93
869.50 869.50
(4,850,946.01) (4,850,946.01)
8,410,299.42 8,410,299.42
8,995,560.48 8,995,560.48
19,444.78 19,444.78
8,552.25 8,552.25
53,410.00 53,410.00
94,282.00 94,282.00
175,689.03 175,689.03
1,300,137.98 1,300,137.98
1,300,137.98 1,300,137.98
1,475,827.01 1,475,827.01
7,015,879.44  7,015,879.44
207,224.25 207,224.25
296,629.78 296,629.78
7,519,733.47 $ 7,519,733.47

See accompanying notes to financial statements.
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City of Decherd

Statement of Revenues, Expenditures, and Changes in Fund Balance

Proprietary Fund

For the Year Ended June 30, 2010

OPERATING REVENUES
Charges for services
Fire hydrant rental
Miscellaneous
Total operating revenues
OPERATING EXPENSES
Contractual services
Utilities
Lab and testing
Treatment and distribution
Repairs and maintenance
Salaries and wages
Employee benefits
Payroll taxes
Insurance
Other supplies and expenses
Depreciation
Total operating expenses
Operating income
NONOPERATING REVENUES
(EXPENSES)
Interest and investment revenue
Interest expense
Total nonoperating revenues
Change in net assets

Total net assets- beginning
Total net assets- ending

Water and
Sewer Totals
$ 1,303,316.74 $ 1,303,316.74
73,480.00 73,480.00
20,603.09 20,603.09
1,397,399.83 1,397,399.83
18,006.00 18,006.00
101,194.70 101,194.70
24,656.21 24,656.21
80,136.31 80,136.31
75,079.38 75,079.38
349,183.29 349,183.29
81,560.87 81,560.87
26,467.86 26,467.86
32,245.00 32,245.00
38,543.20 38,543.20
369,023.13 369,023.13
1,196,095.95 1,196,095.95
201,303.88 201,303.88
765.58 765.58
(39,036.78) (39,036.78)
(38,271.20) (38,271.20)
163,032.68 163,032.68
7,356,700.79 7,356,700.79
$ 7,519,733.47 $7,519,733.47

See accompanying notes to financial statements.
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City of Decherd

Statement of Cash Flows
Proprietary Fund

For the Year Ended June 30, 2010

CASH FLOWS FROM OPERATING ACTIVITIES
Receipts from customers
Insurance payments
Payments to employees
Utilities / telephone
Payments to suppliers
Laboratory and testing
Other receipts (payments)

Net cash provided by operating activities
CASH FLOWS FROM CAPITAL AND

RELATED FINANCING ACTIVITIES
Purchases of capital assets
Principal paid on capital debt
Interest paid on capital debt

Net cash (used) by capital and related financing activities
CASH FLOWS FROM INVESTING ACTIVITIES
Interest income

Net cash provided by investing activities

Net increase in cash and cash equivalents

Balances- beginning of the year

Balances- end of the year

RECONCILIATION OF OPERATING LOSS
TO NET CASH PROVIDED BY
OPERATING ACTIVITIES
Operating income
Adjustments to reconcile operating income to net cash
provided by operating activities:
Depreciation expense
Change in assets and liabilities:
Receivables, net
inventories
Accounts and other payables
Accrued expenses
Net cash provided by operating activities

Water and
Sewer Totals
$ 1,283,069.31 $ 1,283,069.31
(101,138.07) (101,138.07)
(349,183.29) (349,183.29)
(101,194.70) (101,194.70)
(6,359.15) (6,359.15)
(24,656.21) (24,656.21)
(169,293.94) (169,293.94)
531,243.95 531,243.95
(4,912.35) (4,912.35)
(90,187.70) (90,187.70)
(39,036.78) (39,036.78)
(134,136.83) (134,136.83)
765.58 765.58
765.58 765.58
397,872.70 397,872.70
64,148.27 64,148.27
$ 462,020.97 462,020.97
$ 201,303.88 201,303.88
369,023.13 369,023.13
(18,077.54) (18,077.54)
(557.37) (557.37)
(20,375.58) (20,375.58)
(72.57) (72.57)
$ 531,24395 $ 531,243.95

See accompanying notes to financial statements.
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City of Decherd

Budgetary Comparison Schedule - General Fund
For the Year Ended June 30, 2010

Budgetary fund balance
beginning of year

Resources
(inflows):
Property taxes
State taxes
In lieu of taxes
Licenses and permits
interest and
investment revenue
State grants
Miscellaneous revenue

Amounts available
for appropriation

Charges to
appropriations
(outflows):

General government

Public Safety

Fire

Streets

Transfers to other funds

Total charges to
appropriations

Budgetary fund balance,
end of year

Variance
with Final
Actual Budget
Budgetary Amounts Amounts Positive
Original Final (See Note A) (Negative)
604,920.56 $ 604,920.56 $ 604,920.56 $ 0.00
629,613.00 581,098.00 584,063.56 2,965.56
215,000.00 195,543.00 211,123.77 15,580.77
55,000.00 50,885.00 44,701.54 (6,183.46)
9,250.00 8,588.00 8,588.01 0.01
15,000.00 5,077.00 5,124.82 47.82
0.00 327,650.00 305,583.22 (22,066.78)
1,176,200.00 1,171,520.00 1,170,518.41 (1,001.59)
2,100,063.00 2,340,361.00 2,329,703.33 (10,657.67)
545,469.00 454,235.00 824,663.94 (870,428.94)
554,170.00 584,337.00 593,378.13 (9,041.13)
572,486.00 565,681.00 569,253.62 (8,572.62)
360,644.00 336,477.00 336,447.39 29.61
64,000.00 43,078.00 40,311.62 2,766.38
2,096,769.00 1,983,808.00 2,364,054.70 (380,246.70)
608,214.56 $ 961,473.56 570,569.19 $ (390,904.37)

(continued)



City of Decherd
Budgetary Comparison Schedule
Note to Required Supplementary Information

General
Fund

Note A: Explanation of Differences Between Budgetary
Inflows and Outflows and GAAP Revenues and Expenditures

Sources/Inflow of Resources:

Actual amounts (budgetary basis) "available for
appropriation” from the budgetary comparison schedule $ 2,329,703.33

Differences - Budget to GAAP

There are no differences from Budget to GAAP 0.00

Total revenues as reported on the statement of revenues, expenditure,
and changes in fund balances - governmental funds 2,329,703.33

Uses/Outflows of Resources

Actual amounts (budgetary basis) "total charges to appropriations":
from the budgetary comparison schedule 2,364,054.70

Differences - Budget to GAAP

Transfers to other funds are outflows of budgetary resources
but are not expenditures for financial reporting purposes. (160,985.62)

Total expenditures as reported on the statement of revenues,
expenditures, and changes in fund balances - governmental funds $ 2,203,069.08

See accompanying notes to financial statements.
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City of Decherd
Notes to Financial Statements
June 30, 2010

(1) Introduction
The accounting and reporting framework and the more significant accounting principles and practices of the City of
Decherd are discussed in Note 2. The remainder of the Notes are organized to provide explanations, including

required disclosures, of the Town'’s financial activities for the fiscal year ended June 30, 2010.

2) Summary of Significant Accounting Policies

The accounting methods and procedures adopted by the City of Decherd conform to accounting principles generally
accepted in the United States of America as applied to governmental entities. The following notes to the financial
statements are an integral part of the City’s basic financial statements.

(A) Financial Reporting Entity

As required by accounting principles generally accepted in the United States of America, the financial statements of
the reporting entity include those of the City of Decherd (the primary government) and its component units. The City of
Decherd has no component units.

(B) Government-Wide and Fund Financial Statements

Government-Wide Financial Statements

The government-wide financial statements include the statement of net assets and the statement of activities. These
statements report financial information for the City as a whole. Individual funds are not displayed but the statements
distinguish governmental activities, generally supported by taxes and City general revenues, from business-type
activities, generally financed in whole or in part with fees charged to external customers.

The statement of activities reports the expenses of a given function offset by program revenues directly connected
with the functional program. A function is an assembly of similar activities and may include portions of a fund or
summarize more than one fund to capture the expenses and program revenues associated with a distinct functional
activity. Program revenues include: (1) charges for services which report fees, fines and forfeitures, and other
charges to users of the City’s services; (2) operating grants and contributions which finance annual operating
activities including restricted investment income; and (3) capital grants and contributions which fund the acquisition,
construction, or rehabilitation of capital assets and include fees to developers. These revenues are subject to
externally imposed restrictions to these program uses. Taxes and other revenue sources not properly included with
program revenues are reported as general revenues. The City's net assets are reported in three parts — invested in
capital assets, net of related debt; restricted net assets; and unrestricted net assets. The City first utilizes restricted
resources to finance qualifying activities.

The City applies all GASB pronouncements as well as Financial Accounting Standards Board pronouncements issued
on or before November 30, 1989, unless those pronouncements conflict with or contradict GASB pronouncements.

(©) Basis of Presentation — Fund Accounting

Fund Financial Statements

Fund financial statements are provided for governmental and proprietary funds. Major individual governmental
and enterprise funds are reported in separate columns with composite columns for non-major funds.

The accounts of the City are organized on the basis of funds or account groups, each of which is considered a
separate accounting entity. The operations of each fund are accounted for with a separate set of self-balancing
accounts that comprise its assets, liabilities, fund balance/retained earnings, revenues, and expenditures/expenses.
The various funds are summarized by type in the financial statements. The following fund types and account groups
are used by the City:
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City of Decherd

Notes to Financial Statements
June 30, 2010

(Continued)

2 Summary of Significant Accounting Policies (Continued)

(©) Basis of Presentation - Fund Accounting (Continued)

GOVERNMENTAL FUND TYPES

Governmental funds are those through which most governmental functions of the City are financed. The measurement
focus of governmental funds is on the sources, uses and balance of current financial resources. The City has
presented the following major governmental fund:

General Fund — This fund is the main operating fund of the Town. This fund is established to account for all financial
resources not accounted for in other funds. All general tax revenues and other sources of revenue that are not
restricted by law or contractual agreement to any other fund are accounted for in this fund. General operating
expenditures, fixed charges and capital improvement costs that are not paid through other funds are paid from the
General Fund.

Additionally, the City reports the following non — major governmental funds:

Special Revenue Funds — These funds are established to account for specific revenues that are legally restricted to
expenditure for specific purposes.

Debt Service Funds — This fund is used to account for the accumulation of financial resources for the payment of
principal, interest and related costs on general long — term debt paid primarily from taxes levied by the City.

PROPRIETARY FUND TYPES

Proprietary Funds are accounted for using the economic resources measurement focus and the accrual basis of
accounting. The account objectives are determination of net income, financial position and cash flow. All assets and
liabilities are included on the Statement of Net Assets.  The City has presented the following major proprietary fund:

Water and Sewer Fund — This fund is used to account for the provision of water and sewer services to the residents of
the City. Activities of the fund include administration, operations and maintenance of the water and sewer system and
billing and collection activities. The fund also accounts for the accumulation of resources for, and the payment of, long
— term debt principal and interest for water and sewer debt. All costs are financed through charges to utility customers
with rates reviewed regularly and adjusted if necessary to ensure integrity of the funds.

Proprietary funds distinguish operating revenues and expenses from non — operating items. Operating revenues and
expenses generally result from providing services and producing and delivering goods in connection with a proprietary
fund's principal ongoing operations. Operating expenses for the proprietary funds include the cost of personal and
contractual services, supplies and depreciation on capital assets. All revenues and expenses not

meeting this definition are reported as non — operating revenues and expenses

(D) Basis of Accounting

The government — wide statements and fund financial statements for proprietary funds are reported using the
economic resources measurement focus and the accrual basis of accounting. The economic resources measurement
focus means all assets and liabilities (whether current or non — current) are included on the statement of net assets
and the operating statements present increases (revenues) and decreases (expenses) in net total assets. Under the
accrual basis of accounting, revenues are recognized when earned, including unbilled water and sewer services which
are accrued. Expenses are recognized at the time the liability is incurred.
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City of Decherd

Notes to Financial Statements
June 30, 2010

(Continued)

(2) Summary of Significant Accounting Policies (Continued)

(D) Basis of Accounting (Continued)

Governmental funds use the modified accrual basis of accounting including the reclassification or elimination of
internal activity (between or within funds). Under this method, revenues are recognized in the accounting period in
which they become both available and measurable (flow of current financial resources measurement focus). Licenses
and permits, charges for services, fines and forfeits, and miscellaneous revenues are recorded as revenues when
received in cash. General property taxes, self-assessed taxes, and investment earnings are recorded when earned
(when they are measurable and available). The City considers property taxes as available if they are collected within
60 days after year-end. Expenditures are recognized in the accounting period in which the fund liability is incurred, if
measurable, except expenditures for debt service, prepaid expenses, and other long-term obligations, which are
recognized when paid. Internal eliminations do not include utility services provided to City Departments.
Reimbursements are reported as reductions to expenses. The budget for all governmental funds is prepared using
the modified accrual basis of accounting.

In June 1999, the Governmental Accounting Standards Board (GASB) unanimously approved Statement No. 34, Basic
Financial Statements — and Management's Discussion and Analysis — for State and Local Governments. The City of
Decherd elected to implement the general provisions of the Statement in the June 30, 2004 fiscal year.

(E) Budgets and Budgetary Accounting

As set forth in the City Charter, the City Council adopts an annual budget of the General Fund, Proprietary Fund, and
Special Revenue Funds. The annual budget for the General Fund is prepared in accordance with the basis of
accounting utilized by that fund. The budget for the Proprietary Fund is adopted under a basis consistent with GAAP,
except that certain capital expenses and non-operating income and expense items are not considered. Any revisions
that alter the total expenditures/expenses must be approved by the City Council.

The amended budgets for the General, Sanitation, State Street Aid, Drug and Fire Funds are represented in the
Statement of Revenues, Expenditures and Changes in Fund Balance — Budget and Actual. All annual appropriations
lapse at fiscal year end.

(F) Bonds Premiums/Discounts/Issuance Costs

In governmental fund types, bond discounts and issuance costs are recognized in the current period. Bond premiums,
discounts, and issuance costs for proprietary fund types are deferred and amortized over the term of the bonds using
the straight-line method. Bond discounts are offset against the debt to which they are related. Issuance costs are
recorded as deferred charges while bond premiums are recorded as an addition to the face amount of the bond.

(G) Inventory

Inventory is valued at the lower of cost (first-in, first-out) or market. The cost is recorded as an expenditure at the time
individual inventory items are purchased. Inventory in the proprietary fund consists of parts and chemicals for the
water and waste water departments.

(H) Interfund Receivables and Payables

Short-term interfund advances are recorded as a receivable/payable in the applicable funds.
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City of Decherd

Notes to Financial Statements
June 30, 2010

(Continued)

(2) Summary of Significant Accounting Policies (Continued)

) Capital Assets, Depreciation, and Amortization

The City's property, plant, equipment and infrastructure with useful lives of more than one year are stated at historical
cost and comprehensively reported in the government-wide financial statements. Proprietary capital assets are also
reported in the respective fund financial statements. Donated assets are stated at fair value on the date donated.

The costs of normal maintenance and repairs that do not add to the value of the asset of materially extend asset lives
are not capitalized.

Interest incurred during the construction phase of capital assets of business — type activities is included as part of the
capitalized value of the assets constructed.

Depreciation has been provided over the estimated useful lives using the straight-line method. The estimated useful
lives are as follows:

Buildings/Mains 25-50 years
Improvements 10-20 years
Equipment 3-10 years

Furniture & Fixtures 3-10 years

The City implemented GASB 34 requirements as a Phase 3 government, and has elected not to retroactively apply to
their fixed assets/ infrastructure.

W) Budgeting Procedures

The official City budget for June 30, 2010, was prepared for adoption for the General and Special Revenue Funds by
August 10, 2009. The budget was formerly adopted by the Board of Aldermen after three readings at duly advertised
public meetings. The final reading was passed as amended on September 22, 2010.

(K) Receivables, Uncollectible Accounts, and Deferred Revenues

Significant business type receivables include amounts due from customers primarily for utility services. These
receivables are due within one year. Allowances for uncollectible accounts receivable are based upon historical trends
and the periodic aging of accounts receivable. The General Fund reported $647,237.00 in deferred revenues, all of
which consisted of deferred property taxes.

(3) Cash and Investments

The City is authorized to invest in the following types of securities and indebtedness, in accordance with governing
statues:

(1) Bonds, notes, treasury bills or similar types of indebtedness to the United States.

(2) Non-convertible debt including Federal Home Loan Bank, Federal National Mortgage Association, Federal
Farm Credit Bank, and Student Loan Marketing Association.
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City of Decherd

Notes to Financial Statements
June 30, 2010

(Continued)

(8) Cash and Investments (Continued)

(3) Other obligations not specified above which provide guaranteed principal and interest by the United States
or any of its agencies.

(4) Repurchase agreements which involve obligations of the Untied States or its agencies, provided the term of
the repurchase agreement does not extend beyond the maturity date of the obligation and the market value
of the security exceeds the cost of the security.
(5) Money market funds invested in any of the aforementioned securities.
The City’s deposits at year-end were entirely covered by federal depository insurance or by collateral held by the City's
agent in the City’s name. The carrying amount of total cash deposits including petty cash at June 30, 2010 was
$1,146,923.56.

4) Water and Sewer

The metered consumers of the City at the end of the fiscal year, June 30, 2010, for water services are 1,496 and for
sewer services are approximately 1,036. The rates being charged to these customers are listed in the supplemental
section of this report.

(5) Long-Term Debt

In the government-wide and proprietary financial statements, outstanding debt is reported as a liability. Bond issuance
costs, bond discounts or premiums, and the difference between the reacquisition price and the net carrying value of
refunded debt are capitalized and amortized over the terms of the respective bonds using a method that approximates
the effective interest method.

The governmental fund financial statements recognize the proceeds of debt and premiums as other financing sources
of the current period. Issuance costs are reported as expenditures.

Principal debt service requirements for Tennessee Pooled loans are as follows:

Tennessee Pooled Loan Program

Principal

Due
2011 $ 101,600.00
2012 106,700.00
2013 112,100.00
2014 117,700.00
2015 123,500.00
2016 129,700.00
2017 136,200.00
$ 827,500.00
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City of Decherd

Notes to Financial Statements
June 30, 2010

(Continued)

(5) Long-Term Debt (Continued)

Interest is payable in monthly installments. The rate is variable and equals to the prime rate. Historically, the rate has
been approximately 4%.

Principal debt service requirements for the Rural Utilities Service Bond loan are as follows:

Principal Interest Total
2011 $ 893800 $ 3029940 $ 39,237.40
2012 9,337.00 29,900.44 39,237.44
2013 9,752.00 29,483.68 39,235.68
2014 10,188.00 29,048.38 39,236.38
2015 10,643.00 28,593.62 39,236.62
Thereafter 647,752.03 503,283.61 1,151,035.64
Totals $ 69661003 $ 65060013 $ 1.347.219.16

Principal debt service requirements for the E-One loan are as follows:

Principal Interest Total
2011 $ 2106513 $ 958656 $ 30,651.69
2012 22,076.26 8,675.43 30,651.69
2013 23,135.92 7,515.77 30,651.69
2014 24,246.44 6,405.25 30,651.69
2015 25,410.27 5,241.42 30,651.69
Thereafter 83,785.97 8,169.10 91,955.07
Totals $ 19971999 $ 4549353 $ 245213.52

During the year ended June 30, 2010, the following changes occurred in proprietary activities bonds and notes
payable:

Outstanding Outstanding

July 1, 2009 Additions Retirements June 30, 2010
Rural Utilities Service Bond $ 705,168.72 $ 000 § 8.558.69 $ 696,610.03
Total $ 705,168.72 $ 000 $ 855869 $ 69661003

During the year ended June 30, 2010, the following changes occurred in Tennessee Pooled Loans:

Outstanding Outstanding

July 1, 2009 Additions Retirements June 30, 2010
Proprietary Funds $ 779,438.96 $ 0.00 $ 81,629.01 $ 697,809.95
Governmental Funds 144.861.04 0.00 15,170.99 129,690.05
Total $ 924.300.00 $ 0.00 $ 96,800.00 $ 827,500.00
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City of Decherd

Notes to Financial Statements
June 30, 2010

(Continued)

(5) Long-Term Debt (Continued)

During the year ended June 30, 2010, the following changes occurred in governmental activities bonds and notes
payable:

Outstanding Outstanding

July 1, 2009 Additions Retirements June 30, 2010
Emergency One, Inc. $ 219,820.31 0.00 20,100.32 199,719.99
John Deere Credit 2,447.93 0.00 2,447.93 0.00
Total $ 222,268.24 $ 0.00 $ 22.548.25 $ 199.719.99

(6) Pension Plan

Al eligible employees of the City are covered by a money accumulation-money purchase pension plan. The City of
Decherd contributes to Principle Mutual Life Insurance Company Group Variable Annuity, which is a defined
contribution pension plan. All full time municipal employees of the City who are at least twenty-one years of age may
participate in the pension plan after completing his or her one year probationary period. Contributions made by an
employee vest immediately, while contributions made by the City are not vested until the end of a five-year
employment period. An employee who leaves the employment of the City is entitled to all vested contributions. Under
this plan, an employee may contribute up to 15% of his or her compensation in a taxable year. The City is required to
contribute 1 1/2% of all eligible employee's compensation. The City will also fully match an eligible employee's
contribution to the plan up to 1 1/2% of the employee's total compensation.

During the year, the City's required and actual contributions amounted to $4,588.40, which was .31% of its current-
year covered payroll. Employees' required and actual contributions amounted to $5,924.84, which was .41% of the
City's current-year covered payroll.

Plan Description

Employees of Decherd are members of the Political Subdivision Pension Plan (PSPP), an agent multiple-employer
defined benefit pension plan administered by the Tennessee Consolidated Retirement System (TCRS). TCRS
provides retirement benefits as well as death and disability benefits. Benefits are determined by a formula using the
member's high five-year average salary and years of service. Members become eligible to retire at the age of 60 with
five years of service or at any age with 30 years of service. A reduced retirement benefit is available to vested
members at the age of 55. Disability benefits are available to active members with five years of service who become
disabled and cannot engage in gainful employment. There is no service requirement for disability that is the result of
an accident or injury occurring while the member was in the performance of duty. Members joining the system after
July 1, 1979 become vested after five years of service and members joining prior to July 1, 1979 were vested after four
years of service. Benefit provisions are established in state statute found in Title 8, Chapter 34-37 of the Tennessee
Code Annotated (TCA). State statutes are amended by the Tennessee General Assembly. Political subdivisions such
as the City of Decherd participate in the TCRS as individual entities and are liable for all costs associated with the
operation and administration of their plan. Benefit improvements are not applicable to a political subdivision unless
approved by the chief governing body.
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Notes to Financial Statements
June 30, 2010

(Continued)

(6) Pension Plan (Continued)

The TCRS issues a publicly available financial report that includes financial statements and required supplementary
information for the PSPP. That report may be obtained by writing to Tennessee Treasury Department, Consolidated
Retirement System, 10th Floor Andrew Jackson Building, Nashville, TN 37243-0230 or can be accessed at
http://www.treasury.state.tn.us/tcrs/PS/.

Funding Policy

The City of Decherd requires employees to contribute 5.0 percent of earnable compensation.

The City of Decherd is required to contribute at an actuarially determined rate; the rate for the fiscal year ending June
30, 2010 was 2.76% of annual covered payroll. The contribution requirement of plan members is set by state statute.
The contribution requirement for Decherd is established and may be amended by the TCRS Board of Trustees.

Annual Pension Cost

For the year ending June 30, 2010, Decherd's annual pension cost of $28,697 to TCRS was equal to the City of
Decherd's required and actual contributions. The required contribution was determined as part of the July 1, 2007
actuarial valuation using the frozen entry age actuarial cost method. Significant actuarial assumptions used in the
valuation include (a) rate of return on investment of present and future assets of 7.5 percent a year compounded
annually, (b) projected salary increases of 4.75 percent (graded) annual rate (no explicit assumption is made regarding
the portion attributable to the effects of inflation on salaries), (c) projected 3.5 percent annual increase in the Social
Security wage base. The actuarial value of assets was determined using techniques that smooth the effect of short-
term volatility in the market value of total investments over a five-year period. Decherd's unfunded actuarial accrued
liability is being amortized as a level dollar amount on a closed basis. The remaining amortization period at July 1,
2007 was O years. An actuarial valuation was performed as of July 1, 2009, which established contribution rates
effective July 1, 2010.

Trend Information

Fiscal Annual Percentage Net

Year Pension of APC Pension
Ending Cost(APC) Contributed Obligation
6/30/10  $28,697 100.00% $0.00
6/30/09 $ 8,032 100.00% $0.00
6/30/08 § 0 100.00% $0.00

Funded Status and Funding Progress

As of July 1, 2009, the most recent actuarial valuation date, the plan was 48.92% percent funded. The actuarial
accrued liability for benefits was $0.05 million, and the actuarial value of assets was $0.02 million, resuiting in an
unfunded actuarial accrued liability (UAAL) of $0.02 million. The covered payroll (annual payroll of active employees
covered by the plan) was $1.02 million, and the ratio of the UAAL to the covered payroll was 2.31% percent.

The schedules of funding progress, presented as required supplementary information (RSI) following the notes to the
financial statements, present multiyear trend information about whether the actuarial values of plan assets are
increasing or decreasing over time relative to the AALs for benefits.
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Notes to Financial Statements
June 30, 2010

(Continued)

(6) Pension Plan (Continued)

The annual required contribution (ARC) was calculated using the aggregate actuarial cost method. Since the
aggregate actuarial cost method does not identify or separately amortize unfunded actuarial liabilities, information
about funded status and funding progress has been prepared using the entry age actuarial cost method for that
purpose, and this information is intended to serve as a surrogate for the funded status and funding progress of the
plan.

(Dollar amounts in thousands)

Actuarial
Accrued UAAL
Actuarial Liability Unfunded Percentage
Actuarial Value of (AAL) AAL Funded Covered of Covered
Valuation Plan Assets -Entry Age (UAAL) Ration Payroll Payroll
Date (a) (b) (b) — (a) (a/b) (c) ((b-a)/c)
July 01, 2009 $23 $46 $24 48.92% $1,017 2.31%
July 01, 2007 $0 $0 $0 0.00% $0 0.00%

7) Compensated Absences

The City of Decherd's employees accrue vacation based on a percentage of the hours they work per pay period.
Upon termination, employees receive any vacation leave they have accrued.

Summarized below are the accrued vacation leave liabilities as of June 30, 2010:

Vacation
General Fund $ 19.754.00
Water and Sewer Fund $ 531925
Sanitation Fund $ 224,30

(8) Budget

The City of Decherd's actual expenditures exceeded the amount appropriated in the final budget passed on
September 22, 2010. This practice is contrary to state statutes, which require all expenditures of the general and
special revenue funds be authorized by the governing body.

9) Cash Flows
For purposes of the statement of cash flows, the City of Decherd considers all highly liquid investments (including
restricted assets) with a maturity of three months or less when purchased to be cash equivalents. Cash paid for

interest expense for the business-type activities was $39,036.78 for the year ending June 30, 2010. Cash paid for
interest expense for governmental activities was $12,121.77 for the year ending June 30, 2010.
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(Continued)

(10)  Property Taxes

Property taxes attach as an enforceable lien on property as of January 1. Taxes are levied on October 1 and payable
by the following March 1 to avoid penalties and interest. The City collects its own property taxes. As of January 1,
2009, an enforceable lien exists for property taxes that will be billed in October for Tennessee municipalities according
to GASB Statement 33. Property taxes receivable and deferred property tax revenue has been adjusted accordingly.

(11) Risk Financing Activities

It is the policy of the City of Decherd to purchase commercial insurance for the risks of losses to which it is exposed.
These risks include general liability, property and casualty, worker’s compensation, and environmental. Settled claims
have not exceeded commercial coverage in the past three fiscal years, and there are currently no pending lawsuits.
Information concerning insurance coverages can be found in the supplemental section of the financial report.

(12)  Federal and State Resource Revenues

CDFA State Cash Cash
Program Source Number Number July 1, 2009 Receipis Disbursements June 30, 2010
State of Tennessee - - 0.00 200,572.28 172,769.06 0.00
HUD 14.228 - 0.00 105,010.94 105,010.94 0.00
DOT 20.600 - 0.00 8,290.35 8,290.35 0.00

(18)  Contingencies for Grant Programs

The City of Decherd participated in state and federal grant programs, which are governed by various rules and
regulations of the grantor agencies. Costs charged to the respective grant programs are subject to audit and
adjustment by the grantor agencies; therefore, to the extent that the City of Decherd has not complied with the rules
and regulations governing the grants, refunds of any money received may be required and the collectability of any
related receivable at June 30, 2010 may be impaired. In the opinion of the City of Decherd, there are no significant
contingent liabilities relating to compliance with rules and regulations governing the respective grants; therefore, no
provision has been recorded in the accompanying combined financial statements for such contingencies.

(14)  Completed Projects

During the fiscal year ended June 30, 2008, the City started a drainage project. The construction was completed
during the fiscal year ended June 30, 2010 and has been capitalized. Total costs incurred for the project were
$356,075.37, which was funded through a combination of grants and cash from the City. During the fiscal year ended
June 30, 2009, the City started an improvement project on the 4™ Avenue bridge. This project was also completed
during the current fiscal year. Total costs incurred for the project were $230,005.05, which was also funded through a
combination of grants and cash from the City.
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(Continued)

(15) Fund Balance

A summary of changes in fund balance follows:

General Fund:
Unreserved:

Total

Special Revenue Funds:

Reserved:
State Street Aid
Fire Fund

Drug Fund
Sanitation

Total

Water and Sewer Fund:

Retained Earnings

Transfers/
Other

Beginning Excess of Fund Balance

Fund Balance Revenues over Additions/

July 1, 2009 Expenditures Deletions
$ 60492056 $ (34,351.37) $ 0.00
$ 60492056 $ (34,351.37) $ 0.00
$ 38,584.97 $ 9,934.23 $ 0.00
965.50 (44.25) 0.00
11,466.58 5,391.38 0.00
3,673.17 (1,069.31) 0.00
$ 5469022 §  14,212.05 $§ 000
$ 7.356,700.79 $ 163,032.68 $ 0.00
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Ending
Fund Balance
June 30, 2010

$ 570.569.19
$ 570569.19

$ 48,519.20
921.25
16,857.96
2,603.86

$ 68,902.27

7,51 47
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Notes to Financial Statements

June 30, 2010
(Continued)

(16) Capital Assets

Capital assets activity for the year ended June 30, 2010, was as follows:

Governmental Activities
Capital assets not being
depreciated:
Construction in progress
Land
Total capital assets not
being depreciated
Other capital assets
Buildings/improvements
Equipment
Vehicles
Total other capital assets

Less accumulated depreciation for:

Buildings/Improvements
Equipment
Vehicles
Total accumulated
depreciation
Other capital assets, net
Governmental activities capital
assets, net

Ending
Balances

$ 0.00
335,307.58

$ 335.307.58

$ 1,622,557.31
778,423.87
--1.061,503.82
3,462,485.00

598,495.65
575,949.36
793,308.81

1,967,753.82
1,494,731.18

$ 1,830.038.76

Depreciation expense was charged as a direct expense to programs of the primary government as follows:

Governmental activities:
General government
Sanitation
Drug
State Street Aid

Total depreciation expense —
governmental activities

26

Beginning

Balances Increases Decreases
$ 220,648.91 $ 365,431.51 $ 586,080.42
335,307.58 0.00 0.00
$ 555,956.49 $ 365.431.51 $ 586,080.42
$ 1,036,476.89 $ 586,080.42 $ 0.00
763,220.87 16,249.50 1,046.50
1.061,503.82 0.00 0.00
2,861,201.58 602,329.92 1,046.50
543,978.11 54,517.54 0.00
525,030.53 51,965.33 1,046.50
710,091.05 83,217.76 0.00
1,779,099.69 189,700.63 1.046.50
1,082.101.89 412,629.29 0.00
$ 1,638,058.38 $ 778,060.80 $ 586,080.42

$ 165,388.91

7,859.90

8,978.75

7.473.07

$ 189,700.63



City of Decherd

Notes to Financial Statements
June 30, 2010

(Continued)

(16) Capital Assets (Continued)

Beginning Ending
Balances Increases Decreases Balances
Business — type Activities
Capital assets not being
depreciated:
Land $ 25849.00 $ 000 $ 000 $ 25,849.00
Construction in progress 869.50 0.00 0.00 869.50
Total capital assets not
being depreciated $ 2671850 § 000 § 000 8 26,718.50
Other capital assets
Buildings $ 86579650 $ 000 $ 000 $ 865,796.50
Improvements 11,375,661.30 0.00 0.00 11,375,661.30
Vehicles 55,568.90 0.00 0.00 55,568.90
Equipment 939,858.88 4.912.35 7,271.00 937.500.23
Total other capital assets 13,236,885.58 4,912.35 7,271.00 13,234,526.93
Less accumulated depreciation for:
Buildings $ 45954189 $ 18,299.76 $ 000 $ 477,841.65
Improvements 3,201,537.02 323,958.16 0.00 3,525,495.18
Vehicles 47,349.03 3,287.95 0.00 50,636.98
Equipment 780,765.94 23.477.26 7.271.00 796,972.20
Total accumulated
depreciation 4,489,193.88 369,023.13 0.00 4,850,946.01
Other capital assets, net 8,747.691.70 (364,110.78) 0.00 8,383,580.92
Business - type activities capital
assets, net $877441020 $ (364,110.78) $ 000 $ 8.410,299.42

Depreciation expense was charged as a direct expense to business — type activities as follows:
Business —type activities:

Water Department $ 250,453.06
Sewer Department 118,570.07

Total depreciation expense —

Business - type activities $ 369,023.13

(17) Construction in Progress

During the fiscal year ended June 30, 2009, the City started working on the water line on Shelly Road. The project
was on hold during the current fiscal year, but work resumed during the June 30, 2011 fiscal year. Total costs incurred
for the project are $869.50, all of which is funded through cash from the City. The City did not have an estimation of
the total project cost or the estimated completion date for this project.

(18) Restricted Cash

The cash for the TML Bond bank account and the revenues earned from water surcharges have been restricted as
they are only available for use for note payments. As of June 30, 2010 the balances are $30,534.25 and $176,690.00
respectively.
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City of Decherd
Required Supplemental Information - Unaudited
June 30, 2010

Pension
Schedule of Funding Progress for the City of Decherd

(Dollar amounts in thousands)

Actuarial
Accrued UAAL
Actuarial Liability Unfunded Percentage
Actuarial Value of (AAL) AAL Funded Covered of Covered
Valuation Plan Assets -Entry Age (UAAL) Ration Payroll Payroll
Date (a) (b) (b) — (a) (a/b) (c) ((b-a)/c)
July 01, 2009 $23 $46 $24 48.92% $1,017 2.31%
July 01, 2007 $0 $0 $0 0.00% $0 0.00%

The Governmental Accounting Standards Board (GASB) requires the plan to prepare the Schedule of Funding
Progress using the entry age actuarial cost method. The requirement to present the Schedule of Funding Progress
using the Entry Age actuarial cost method went into affect during the year of the 2007 actuarial valuation, therefore
only the two most recent valuations are presented.
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Other Supplemental Information
City of Decherd

Budgetary Comparison Schedule - Drug Fund

For the Year Ended June 30, 2010

Budgetary fund balance
beginning of year $

Resources
(inflows):

Drug Revenue

Miscellaneous

Amounts available
for appropriation

Charges to
appropriations
(outflows):

Drug Enforcement

Drug Education

Other Expenses

Total charges to
appropriations

Budgetary fund balance,
end of year $

33

Variance

with Final

Actual Budget

Budgetary Amounts Amounts Positive

Original Final (See Note A) (Negative)
11,466.58 $ 11,466.58 $ 11,466.58 $ 0.00
0.00 0.00 1,364.52 1,364.52
9,700.00 6,466.00 5,567.54 (898.46)
9,700.00 6,466.00 6,932.06 466.06
2,000.00 0.00 0.00 0.00
3,700.00 613.00 212.01 400.99
3,600.00 906.00 1,328.67 (422.67)
9,300.00 1,519.00 1,540.68 (21.68)
11,866.58 $ 16,413.58 $ 16,857.96 $ 444.38

(continued)



Other Supplemental Information

City of Decherd

Budgetary Comparison Schedule

Note to Other Supplemental Information

Drug
Fund

Note A: Explanation of Differences Between Budgetary
Inflows and Outflows and GAAP Revenues and Expenditures
Sources/Inflow of Resources:
Actual amounts (budgetary basis) "available for
appropriation" from the budgetary comparison schedule $ 6,932.06
Differences - Budget to GAAP
There are no differences from Budget to GAAP 0.00
Total revenues as reported on the statement of revenues, expenditure,
and changes in fund balances - governmental funds 6,932.06
Uses/Qutflows of Resources
Actual amounts (budgetary basis) "total charges to appropriations”:
from the budgetary comparison schedule 1,540.68
Differences - Budget to GAAP
There are no differences from Budget to GAAP 0.00
Total expenditures as reported on the statement of revenues,
expenditures, and changes in fund balances - governmental funds $ 1,540.68

See Accountants' Report
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Other Supplemental Information

City of Decherd

Budgetary Comparison Schedule - Volunteer Fire Department
For the Year Ended June 30, 2010

Variance
with Final
Actual Budget
Budgetary Amounts Amounts Positive
Original Final (See Note A) (Negative)
Budgetary fund balance
beginning of year $ 965.50 $ 965.50 $ 965.50 $ 0.00
Resources
(inflows):
Fund Raiser Contributions 0.00 4,033.00 4,032.81 (0.19)
Meetings /Dinner contribution 0.00 0.00 0.00 0.00
Donations to Fire Dept 0.00 209.00 208.25 (0.75)
Amounts available
for appropriation 0.00 4,242.00 4,241.06 (0.94)
Charges to
appropriations
(outflows):
Fund Raiser Expenses 0.00 1,885.00 1,884.26 (0.74)
Meetings/Dinner Expenses 0.00 275.00 274.57 0.43
Miscellaneous Expenses 0.00 2,127.00 2,126.48 0.52
Total charges to
appropriations 0.00 4,287.00 4,285.31 0.21
Budgetary fund balance,
end of year $ 965.50 $ 920.50 $ 92125 $ (0.73)

(continued)
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Other Supplemental Information

City of Decherd

Budgetary Comparison Schedule

Note to Other Supplemental Information

Volunteer Fire
Department

Note A: Explanation of Differences Between Budgetary
Inflows and Outflows and GAAP Revenues and Expenditures

Sources/Inflow of Resources:

Actual amounts (budgetary basis) "available for
appropriation” from the budgetary comparison schedule $ 4,241.06

Differences - Budget to GAAP

There are no differences from Budget to GAAP 0.00

Total revenues as reported on the statement of revenues, expenditure,
and changes in fund balances - governmental funds 4,241.06

Uses/Outflows of Resources

Actual amounts (budgetary basis) "total charges to appropriations":
from the budgetary comparison schedule 4,285.31

Differences - Budget to GAAP

There are no differences from Budget to GAAP 0.00

Total expenditures as reported on the statement of revenues,
expenditures, and changes in fund balances - governmental funds $ 4,285.31

See Accountants’ Report
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Other Supplemental Information
City of Decherd

Budgetary Comparison Schedule - Sanitation

For the Year Ended June 30, 2010

Budgetary fund balance
beginning of year

Resources
(inflows):

Commercial Garbage Pick-up
Miscellaneous Income
Transfer from General Fund
Interest Income

Amounts available
for appropriation

Charges to

appropriations

(outflows):
Sanitation

Total charges to
appropriations

Budgetary fund balance,

end of year

37

Variance
with Final
Actual Budget
Budgetary Amounts Amounts Positive
Original Final (See Note A) (Negative)
3,673.17 $ 3,673.17 $ 3,673.17 0.00
11,000.00 10,025.00 10,020.00 (5.00)
0.00 155.00 153.26 (1.74)
125,000.00 120,500.00 120,674.00 174.00
0.00 21.00 20.82 (0.18)
136,000.00 130,701.00 130,868.08 167.08
130,263.00 132,203.00 131,937.39 265.61
130,263.00 132,203.00 131,937.39 265.61
9,410.17 $ 2,171.17 $ 2,603.86 432.69
(continued)



Other Supplemental Information

City of Decherd

Budgetary Comparison Schedule

Note to Other Supplemental Information

Note A: Explanation of Differences Between Budgetary
Inflows and Outflows and GAAP Revenues and Expenditures

Sources/Inflow of Resources:

Actual amounts (budgetary basis) "available for
appropriation" from the budgetary comparison schedule

Differences - Budget to GAAP

Transfers to other funds are inflows of budgetary resources
but are not revenues for financial reporting purposes.

Total revenues as reported on the statement of revenues, expenditure,

and changes in fund balances - governmental funds

Uses/Outflows of Resources

Actual amounts (budgetary basis) "total charges to appropriations":

from the budgetary comparison schedule
Differences - Budget to GAAP
There are no differences from Budget to GAAP

Total expenditures as reported on the statement of revenues,

expenditures, and changes in fund balances - governmental funds

See Accountants' Report
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Sanitation
Fund

$ 130,868.08

(120,674.00)

10,194.08

131,937.39

0.00

$ 131,937.39



Other Supplemental Information

City of Decherd

Budgetary Comparison Schedule - State Street Aid

For the Year Ended June 30, 2010

Budgetary fund balance
beginning of year

Resources
(inflows):

State Gasoline Tax

Interest Income

Amounts available
for appropriation

Charges to
appropriations
(outflows):

Street lights

Street paving

Other expenses

Total charges to
appropriations

Budgetary fund balance,
end of year

Variance

with Final

Actual Budget

Budgetary Amounts Amounts Positive

Original Final (See Note A) (Negative)
38,584.97 $ 38,584.97 $ 38,584.97 $ 0.00
55,000.00 59,440.00 59,439.48 (0.52)
700.00 527.00 526.81 (0.19)
55,700.00 59,967.00 59,966.29 (0.71)
24,000.00 19,189.00 21,092.75 (1,903.75)
17,700.00 17,316.00 17,316.00 0.00
7,300.00 12,915.00 11,623.31 1,291.69
49,000.00 49,420.00 50,032.06 (612.06)
45284.97 $ 49,131.97 $ 48,519.20 $ (612.77)

(continued)
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Other Supplemental Information

City of Decherd

Budgetary Comparison Schedule

Note to Other Supplemental Information

Note A: Explanation of Differences Between Budgetary
Inflows and Outflows and GAAP Revenues and Expenditures

Sources/Inflow of Resources:

Actual amounts (budgetary basis) "available for
appropriation” from the budgetary comparison schedule

Differences - Budget to GAAP
There are no differences from Budget to GAAP

Total revenues as reported on the statement of revenues, expenditure,
and changes in fund balances - governmental funds

Uses/Outflows of Resources

Actual amounts (budgetary basis) "total charges to appropriations":
from the budgetary comparison schedule

Differences - Budget to GAAP

Transfers to other funds are outflows of budgetary resources
but are not expenditures for financial reporting purposes.

Total expenditures as reported on the statement of revenues,
expenditures, and changes in fund balances - governmental funds

See Accountants' Report
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City of Decherd
Statement of Insurance
June 30, 2010

Workmen's Compensation
Insurer: Tennessee Risk Management Trust
Coverage: $1,000,000 each accident, $1,000,000 bodily injury by disease,
$1,000,000 each employee bodily injury by disease
Expiration Date: July 1, 2010
Comprehensive General Liability
Insurer: Tennessee Risk Management Trust
Coverage:
(A) Public Officials Liability
(1) $1,000,000 limit
(2) $1,000 deductible
(B) Comprehensive General Liability Insurance
(1) $1,000.000 combined single limit
(C) Comprehensive Automobile Liability Insurance
(1) Liability Insurance
(a) Limit for any one accident or loss
(1) $1,000,000 combined single limit
(2) Automobile Physical Damage
(a) Property Damage
(1) Actual Cash Value, $500.00 deductible, $500.00 collision
(2) Uninsured motorists, $1,000,000
(D) Other
(1) Law Enforcement Liability
Loss of Money — Inside & Outside
Employee Fidelity
Depositors’ Forgery
Money Orders & Counterfeit Papers
(a) $150,000 each and every loss
(b) $1,000deductible
(2) Electronic Data Processing
(a) $500,000 per occurrence including hardware, media and extra expense
(b) $1,000deductible
(8) Miscellaneous Equipment
(a) $500,000 per occurrence
(b) $1,000deductible
Expiration Date: July 1, 2010
Volunteer Firemen
Insurer: ESIP
Coverage:
(A) Total Disability - weekly benefits for 260 weeks
(B) Partial Disability - weekly benefits for 52 weeks
(C) AD&D (Accident) Principal - $25,000.00
Expiration Date: May 30, 2011
Institutional Policy — City of Decherd Property Policy
Insurer: Tennessee Risk Management Trust
Coverage:
(A) Buildings and personal property - $15,157,881 - $1,000 deductible
(B) Mobile equipment - $350,425 - $1,000 deductible
(C) EDP Equipment - $119,528 - $1,000 deductible
Expiration Date: July 1, 2010

See Accountants’ Report
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City of Decherd

General Fund

Statement of Changes in Taxes Receivable
June 30, 2010

Balance

Prior to

Current

Year's
Year Collections
Pre 2000 3 133.00
2001 224.00
2002 1,390.00
2003 991.00
2004 942.00
2005 2,031.00
2006 3,662.00
2007 4,640.00
2008 22,317.00
2009 634,388.00
2010 0.00
Total $ 670,718.00

City of Decherd

General Fund

Statement of Tax Rates and Assessments
For Ten Years Ended June 30, 2010

Year Rate
2001 1.18
2002 1.00
2003 1.00
2004 1.00
2005 1.00
2006 1.00
2007 79
2008 1.10
2009 1.18
2010 1.18

Adjustments
and
Collections
During Balances
Year June 30, 2010
$ 0.00 $ 133.00
0.00 224.00
0.00 1,390.00
(171.00) 820.00
(280.00) 662.00
(917.00) 1,114.00
(1,563.00) 2,099.00
(2,479.00) 2,161.00
(12,495.00) 9,822.00
(605,178.00) 29,210.00
604.423.00 604,423.00
$  (18,660.00) $§  652,058.00
Valuations Assessments
28,573,638 337,227.00
31,311,524 313,346.69
33,899,597 339,121.00
38,656,506 391,412.14
39,512,273 395,239.00
34,832,300 348,442.00
46,097,199 363,032.00
49,601,338 545,624.00
50,794,817 599,388.00
48,425,089 571,423.00

See Accountants’ Report
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City of Decherd
Schedule of Water Charges
June 30, 2010

The following water rates were in effect on June 30, 2010, for users inside the City limits.

The minimum 1,500 gallons used $8.79
All over 1,501 gallons used 4.15 per 1,000 gallons

Sewer Rate - $4.92 per 1,000 gallons of water used
Outside Water Rates - 79% added to above rates
Outside Sewer Rates - 61% added to inside sewer rate

There is a surcharge of $10.00 per account. Master meters are $10.00 per unit served.

City of Decherd
Schedule of Unaccounted for Water
June 30, 2010

(All amounts in gallons)

Water Treated and Purchased:

Water Pumped (potable) 205,934,713

Water Purchased 0
Total Water Treated and Purchased 205,934,713

Accounted for Water:

Water Sold 120,585,100

Metered for Consumption (in house usage) 0

Fire Department(s) Usage 0

Flushing 0

Tank Cleaning/Filling 0

Street Cleaning 0

Bulk Sales 0

Water Bill Adjustments/plus or (minus) 1,051,200
Total Accounted for Water 121,636,300
Unaccounted for Water 84,298,413
Percent Unaccounted for Water 40.935%

Other See below

Explain Other: [City — wide leaks 16,798,227|

All amounts included in this schedule are supported by documentation on file at the water system. If no support is
on file for a line item or if the line item is not applicable, a “0” is shown.

See Accountants’ Report
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City of Decherd
Schedule of Transfers
June 30, 2010

Transfer from General Fund to

Debt Service Fund $ 40,311.62
Transfer from General Fund to
Sanitation Fund 120,674.00
Transfer from State Street Aid to
Debt Service Fund 9,529.39
Total Transfers $ 170,515.01
City of Decherd
Analysis of Notes Payable
June 30, 2009
Governmental Activities
Amounts
Beginning Ending Due Within
Balances Additions Decreases Balances One Year
Bonds, notes and
Capital leases:
Notes payable $367,129.28 $ 0.00 §$ 37,719.24 $ 329,140.04 $ 37,321.13
Total bonds, notes
and capital leases 367.129.28 0.00 37.719.24 329,140.04 37.321.13
Governmental activities
long-term
liabilities $ 367,129.28 $ 000 $ 37,719.24  $329,140.04 $ 37,321.13
Business - Type Activities
Amounts
Beginning Ending Due Within
Balances Additions Decreases Balances One Year
Bonds payable $ 705,168.72 $ 000 $ 8,558.69 $ 696,610.03 $ 8,938.00
Notes payable 779.,438.96 0.00 81,629.01 697,809.95 85,344.00
Business-type
activities
long-term
liabilities $ 1,484,607.68 $ 000 $ 90,187.70 $1,394,419.98 $ 94.282.00

See Accountants’ Report
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City of Decherd
Schedule of Cash
June 30, 2010

General Fund

Total General Fund

Special Revenue Funds:
State Street Aid Fund
Sanitation Fund

Drug Fund

Volunteer Fire
Total Special Revenue Funds

Water and Sewer Fund:

Total Water & Sewer Fund

Total Cash

American City Bank
American City Bank
American City Bank
American City Bank
Franklin County United Bank
American City Bank

American City Bank
Franklin County United Bank

American City Bank

American City Bank
US Bank

SunTrust

US Bank

Citizens Community Bank
American City Bank
American City Bank
Citizens Community Bank
American City Bank
American City Bank
American City Bank
American City Bank

Cash on hand
Checking

Checking

Checking

Checking

Certificate of Deposit
Certificate of Deposit

Checking
Certificate of Deposit

Checking

Checking
Checking

Checking

Cash on hand
Checking
Checking
Checking
Checking
Checking
Checking
Checking
Checking
Checking

See Accountants' Report
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2,431.98
337,360.64
1,534.92
78,987.28
47,274.23
100,338.31
30,952.34

598,879.70

37,859.60
27,844.46
2,524.03

16,584.77
288.78

921.25

86,022.89

497.48
174,284.91
4,752.77
164,609.70
1,012.85
1,618.78
80,540.98
4,012.17
157.08
30,534.25

462,020.97

1,146,923.56




BEAN, RHOTON & KELLEY, PLLC

CERTIFIED PUBLIC ACCOUNTANTS
300 SOUTH JEFFERSON STREET, SUITE A, WINCHESTER, TN 37398

Office: 931-967-0611 Members of American Institute of
Fax: 931-967-4784 Certified Public Accountants,
Tennessee Society of CPA's,

www.brkepa.com Association of Government Accountants

REPORT ON INTERNAL CONTROL OVER FINANCIAL REPORTING AND ON COMPLIANCE AND OTHER
MATTERS BASED ON AN AUDIT OF FINANCIAL STATEMENTS PERFORMED
IN ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS

To the Honorable Mayor and Board of Aldermen
City of Decherd, Tennessee

We have audited the financial statements of the governmental activities, the business-type activities, each major fund,
and the aggregate remaining fund information of the City of Decherd, Tennessee, as of and for the year ended June
30, 2010, which collectively comprise the City of Decherd, Tennessee’s basic financial statements and have issued
our report thereon dated February 28, 2011. We conducted our audit in accordance with auditing standards generally
accepted in the United States of America and the standards applicable to financial audits contained in Government
Auditing Standards, issued by the Comptroller General of the United States.

Internal Control Over Financial Reporting

In planning and performing our audit, we considered the City of Decherd, Tennessee’s internal control over financial
reporting as a basis for designing our auditing procedures for the purpose of expressing our opinion on the financial
statements, but not for the purpose of expressing an opinion on the effectiveness of the City of Decherd’s internal
control over financial reporting. Accordingly, we do not express an opinion on the effectiveness of the City of
Decherd’s internal control over financial reporting.

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

Our consideration of internal control over financial reporting was for the limited purpose described in the first
paragraph of this section and was not designed to identify all deficiencies in internal control over financial reporting that
might be deficiencies, significant deficiencies, or material weaknesses. We did not identify any deficiencies in internal
control over financial reporting that we consider to be material weaknesses, as defined above. However, we identified
certain deficiencies in internal control over financial reporting, described in the accompanying schedule of findings and
responses that we consider to be significant deficiencies in internal control over financial reporting. [09-01, 09-02, 09-
03, and 09-04] A significant deficiency is a deficiency, or a combination of deficiencies, in internal control that is less
severe than a material weakness, yet important enough to merit attention by those charged with governance.

Compliance and Other Matters

As part of obtaining reasonable assurance about whether the City of Decherd, Tennessee’s financial statements are
free of material misstatement, we performed tests of its compliance with certain provisions of laws, regulations,
contracts and grant agreements, noncompliance with which could have a direct and material effect on the
determination of financial statement amounts. However, providing an opinion on compliance with those provisions
was not an objective of our audit, and accordingly, we do not express such an opinion. The results of our tests
disclosed instances of noncompliance or other matters that are required to be reported under Government Auditing
Standards and which are described in the accompanying schedule of findings and responses as items [09-05 and 09-
08].
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The City of Decherd, Tennessee's responses to the findings identified in our audit in the accompanying schedule of
findings and responses. We did not audit the City of Decherd, Tennessee'’s responses and, accordingly, we express
no opinion on them.

This report is intended solely for the information and use of the audit committee, management, others within the
organization, City Board, and federal awarding agencies and pass — through entities and is not intended to be and
should not be used by anyone other than these specified parties.

Bean, Rhoton & Kelley, PLLC
February 28, 2011
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