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September 18, 2017
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Dear Mayor Mitchell,

Enclosed please find a copy of the financial statement for FY 2016-2017 for South Blount County Utility
District. If you have any questions please feel free to call our office at 982-3560.
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INDEPENDENT AUDITORS' REPORT

To the Commissioners of
South Blount County Utility District
Maryville, Tennessee

Report on the Financial Statements

We have audited the accompanying financial statements of South Blount County Utility District as of and for
the years ended June 30, 2017 and 2016 which comprise the District’s basic financial statements as listed in
the Table of Contents and the related notes to the financial statements.

Management’s Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial statements in
accordance with accounting principles generally accepted in the United States of America; this includes the
design, implementation, and maintenance of internal control relevant to the preparation and fair presentation
of financial statements that are free from material misstatement, whether due to fraud or error.

Auditor’s Responsibility

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

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

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



Opinions

In our opinion, the financial statements referred to above present fairly, in all material respects, the
respective financial position of South Blount County Utility District as of June 30, 2017 and 2016 and the
respective changes in financial position and cash flows for the years then ended in accordance with
accounting principles generally accepted in the United States of America.

Other Matters

Accounting principles generally accepted in the United States of America require that the management’s
discussion and analysis on pages 4 through 6 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 an opinion on the financial statements that collectively
comprise the South Blount County Utility District’s financial statements as a whole. The Schedule of Board
of Commissioners on page 1 and the supplemental information section on pages 24 through 30 are presented
for purposes of additional analysis and are not a required part of the financial statements. Such information
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 them.

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated August 21, 2017,
on our consideration of the South Blount County Utility District’s internal control over financial reporting
and on our tests of its compliance with certain provisions of laws, regulations, contracts, and grant
agreements and other matters. The purpose of that report is to describe the scope of our testing of internal
control over financial reporting and compliance and the results of that testing, and not to provide an opinion
on internal control over financial reporting or on compliance. That report is an integral part of an audit
performed in accordance with Government Auditing Standards in considering the South Blount County
Utility District’s internal control over financial reporting and compliance.

Ingroun, Overholt & Bean; PC

Alcoa, Tennessee
August 21, 2017
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August 21, 2017

Our discussion and analysis of South Blount County Utility District’s financial performance provides an
overview of the District’s activities for the years ended June 30, 2017 and 2016. Please read it in conjunction
with the District’s financial statements, as listed in the Table of Contents.

USING THIS ANNUAL REPORT

This annual report consists of a series of financial statements. The Statement of Net Position and the
Statement of Revenues, Expenses and Changes in Net Position provide information about the District as a
whole and present a long-term view of the District’s finances.

THE STATEMENT OF NET POSITION AND THE STATEMENT OF REVENUES,
EXPENSES AND CHANGES IN NET POSITION

One of the most important questions asked about the District’s finances is “Is the District better off or worse
off as a result of this year’s activities?” The Statement of Net Position and the Statement of Revenues,
Expenses, and Changes in Net Position report information about the District and about its activities that help
answer this question. These statements include all assets and liabilities using the accrual basis of accounting,
which is similar to the accounting used by most private-sector companies. All of the current year’s revenues
and expenses are taken into account, regardless of when cash is received or paid.

These two statements report the District’s net position and changes in them. You can think of the District’s
net position — the difference between assets and liabilities — as one way to measure the District’s financial

health, or financial position. Over time, increases or decreases in the District’s net position are one indicator
of whether its financial health is improving or deteriorating.

FINANCIAL HIGHLIGHTS

The operations of the South Blount County Utility District are primarily funded as follows:

6-30-17 6-30-16 6-30-15
Sewer revenues .8% 9% 9%
Water revenues 88.0% 86.4% 89.2%
Water tap fees 4.5% 4.0% 3.9%
Sewer tap fees 1% 1% 1%
Forfeited discounts 2.5% 2.2% 2.3%
Service charges and miscellaneous income 1.4% 3.7% 1.0%
Service connection fees 1.0% .9% 1.0%
Sewer collection fees 1.0% 1.1% 9%
Interest income T% 1% 1%

Total funding 100.0% 100.0% _100.0%



Operational costs (excluding depreciation and amortization) for the District were $4,756,732 and $4,877,344

for the fiscal years ended June 30, 2017 and 2016, respectively.

ASSETS, LIABILITIES, AND NET POSITION

The analysis below focuses on the net position and changes in net position of the District.

2017 2016 2015
Current Assets $ 12,118,031 $ 11,470,068 § 10,869,359
Non-Current Assets 42,773,825 42,446,358 43,825,053
Total Assets 54,891,856 53,916,426 54,694,412
Deferred Outflows of Resources 1,062,052 1,106,304 -
Current Liabilities 1,366,883 1,289,525 1,322,359
Non-Current Liabilities 28,551,098 29,365,308 29.094.439
Total Liabilities 29.917.981 30,654,833 30,416,798
Deferred Inflows of Resources - - -
Net Position
Net Investment in Capital Assets 13,440,569 12,325,441 12,538,494
Unrestricted 12,595,358 12,042,456 11,739,120
Total Net Position $ 26035927 § 24367,897 § 24,277,614
Total Revenues $ 9,188234 $§ 9,044,025 $§ 8,626,716
Total Expenses 7,520,204 7.479.951 7,629,767
Change in Net Position $ 1668030 § 1,564,074 § 996,949

The assets of the District increased by 1.8% during the current year. Net Position of the District increased

by 6.8%.

FINANCIAL RATIOS

The ratio of Working Capital demonstrates the continuing ability to finance operations with cash. The
stability of the current ratio indicates the District’s ability to meet short-term debt obligations. The higher
the ratio, the more liquid the District is.

017 016 015

Working Capital (the amount by which

current assets exceed liabilities) $ 10,751,148  § 10,180,543 $ 9,547,000
Current Ratio (compares current assets

to liabilities — as an indicator of the

ability to pay current obligations) 8.87 8.89 8.22
Return on Assets — illustrates to what

extent there will be sufficient funds

to replace assets in the future 3.0% 2.9% 1.8%



CAPITAL ASSETS

At the fiscal years ended June 30, 2017 and 2016, the District had $63,860,247 and $62,025,174 respectively,
invested in capital assets (a 3.0% increase).

2017 2016 2015

Land and land rights $ 812,084 $ 432,393 $ 432,393
Building and improvements 1,495,626 1,416,858 1,416,858
Distribution facilities 58,999,960 57,071,204 56,430,353
Office, furniture and fixtures 462,392 462,392 462,392
Tools and equipment 460,083 410,553 386,682
Transportation equipment 612,798 584,235 479,917
Intangibles 306,945 306,945 306,945
Construction in progress 710,359 1,340,594 363,627

Totals $ 63,860,247 $§ 62,025,174 $ 60,279,167

DEBT

The change in bonds payable for the fiscal year ended June 30, 2017, is as follows:

Balance Bond Bonds Balance
6-30-16 Proceeds Retired/Refunded 6-30-17
Waterworks Revenue/
Refunding Bonds,
Series 2016 $ 8,680,000 $ - $ (65,000) $ 8,615,000
Waterworks Revenue
Bonds, Series 2009 20,300,000 - (685,000) 19,615,000
Waterworks Revenue
Bonds, Series 2011 599,613 - (16.009) 583.604
Total $ 29579613 $ - $ (766,009) $ 28.813.604

CONTACTING THE DISTRICT’S FINANCIAL MANAGEMENT
This financial report is designed to provide our citizens with a general view of the District’s finances and to
show the District’s accountability for the money it receives. If you have any questions about this report or

need additional financial information, contact the District Manager, 808 West Lamar Alexander Parkway,
Maryville, Tennessee 37801.

Respectively submitted,

AL KTt

District Manager



ASSETS

SOUTH BLOUNT COUNTY UTILITY DISTRICT

Maryville, Tennessee

STATEMENTS OF NET POSITION — BUSINESS-TYPE ACTIVITIES

Current Assets:
Cash on hand and in bank

Certificate of deposit
Accounts receivable — net of allowance
for uncollectible accounts of $46,448 (2017)
and $59,662 (2016)
Inventory — Materials and supplies
Total Current Assets

Non-Current Assets:
Intangible Assets, net of accumulated amortization............

Non-depreciable
Depreciable, net of accumulated depreciation

Construction in process

Unamortized bond discount
Total Non-Current Assets

DEFERRED OUTFLOWS OF RESOURCES

Total ASSetS......ovvevvvreerveeeinnns

LIABILITIES
Current Liabilities:

Accrued HSA/FSA
Accounts payable
Accrued sales tax
PTO pay
Due to City of Maryville
Bonds and notes payable ~ current maturities
Total Current Liabilities

Non-Current Liabilities:

Unamortized bond premium
Customer deposits
Bonds and notes payable
Total Non-Current Liabilities

DEFERRED INFLOWS OF RESOURCES

Total Liabilities.......c.cccovuunen.

NET POSITION
Net Investment in Capital ASSEtS......ccevireicvireninnsicsinisaianines

............................

Unrestricted ....oooveveeiininieiecnnneeens

Total Net Position

.........................................

.....................................

.....................................
................................................

.........................................
.....................................

.....................................
........................

............................................

...................................................

See accompanying independent auditors’ report and notes.
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June 30,

2017

$ 8,431,913

2016

$ 10,797,787

3,000,000
414,816 383,295
271,302 288.986
12,118,031 11,470,068
70,847 97,645
812,084 432,393
41,012,804 40,401,006
710,359 1,340,594
167,731 174,720
42,773.825 42.446,358
54.891.856 53,916,426
1,062,052 1,106,304
$ 18,668 $ 15,042
128,961 77,160
69,976 65,261
281,986 274,512
75,734 91,541
791,558 766,009
1,366,883 1,289,525
519,652 541,304
9,400 10,400
28,022,046 28.813.604
28.551,098 29,365,308
29.917.981 30,654,833
13,440,569 12,325,441
12,595,358 12,042,456
$ 26,035,927 $ 24,367,897



SOUTH BLOUNT COUNTY UTILITY DISTRICT

See accompanying independent auditors’ report and notes.

(Continued)
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Maryville, Tennessee
STATEMENTS OF REVENUES, EXPENSES, AND CHANGES
IN NET POSITION
Fiscal Years Ended June 30,
2017 2016
OPERATING REVENUES:
Metered water sales (net of uncollectible accounts
of $48,000 in 2017 and $46,169 in 2016).................. $ 8,081,238 $ 7,816,052
Water tap fees... = 415,000 358,700
Customers’ forfelted dlscounts ...................................... 225,515 201,960
Miscellaneous, sale of materials, and
reconnecting and service charges.........occeeceviecicriennnns 194,870 193,343
Service CONNECION TEES ....vcivvvvveriivirrreerirrreeerrrreeeerrrsssens 89,410 83,480
Sewer collection fEES.....uvviviniriiiinririiiiriec e 90,083 99,782
SEWET taD FEES...veiuirrrereriinrereirre e nsnaas 11.250 11,250
Total Operating Revenues..........ccoceveveeinivininn 9.107.366 8,764,567
OPERATING EXPENSES:
Bank charges ........ccceevenievinnerinnenienn e 3,247 6,847
Maintenance of utility plant and equipment .................. 543,170 357,401
Transportation expense... A 36,950 39,667
Salaries — Office and admlmstratlve .............................. 763,933 819,407
Salaries — Maintenance and meter reading.............oueev.. 1,220,175 1,148,159
UNITOIINS. ..ecvivieeveriviecrerirer e s s erecssntee s e seresesessnsesenens 8,179 15,405
INSUTANCE ..covvvvreeeieierrrreeee e eeeierreeee e s sesrearseereesssssssenes 653,307 652,051
Payroll taXes ....oocvevieeieeiiiiiiiiininisenssserassnssssesessssasaneeins 149,269 152,355
RefUNAS....ccciveriiriiieiiee e sreerresne e 8,631 13,425
Telephone and mobile phone ............cccveeiiviienieniernennnns 43,131 35,442
L0515 15 SO USPRPUO 422,873 417,123
Memberships, fines, fees, dues...........ccovvvrerrerncinveeciennns 40,602 38,092
Legal and audit .........ccanmmnmmimmoiiisssiv 12,420 17,247
Professional SEIVICES .......vvvveevveriririenireernreenrenveesinenirenns 136,169 89,361
Office supplies and postage.........ccovveeervieeereercsiresenens 192,151 243,440
Employee Benefit Program ............ccoeveveieenencenieniinnae 189,989 199,328
Travel — COmMmUISSIONETS.....cvvvvvvveeeirrrereeeriireecesnreresesns 2,302 1,870
Travel — Management..........coeeevrersneneerersensnesensnssneenes 3,863 4,189
Travel — EMPIOYEES......ccvvvvecieiriiieiecrereererneneeenennenaes 12,988 14,460
Miscellaneous eXpense . .vissisissisisssssnssasivnsnioniusssniisssd 114,860 91,773
Bond issue cost.. 45,395 364,064
Chemicals... 128,910 127,642
Treatment plant testlng .................................................. 11,425 9,964
Depreciation and amortization.............ceeeevvererrasruneniens 1,529,605 1,523,614
Other water treatment plant eXpenses.......c.ccovvverveerenins 12,793 18.632
Total Operating EXpenses .........ccccovevevevereirunens 6,286,337 6,400,958



SOUTH BLOUNT COUNTY UTILITY DISTRICT
Maryville, Tennessee
STATEMENTS OF REVENUES, EXPENSES
AND CHANGES IN NET POSITION (CONTINUED)

Fiscal Years Ended June 30,

2017 2016
Operating INCOME.... xunmimsnemissssisisssesnmmnesensimasisnsossesvsorrerss 2,821,029 2,363,609
Other Income (Expenses):
INLEreSt INCOME ..ovvvvviiirrrierrrirnreeraresernessnsseaesssrnnensnssssnes 63,170 66,095
INtEIESt EXPENSE ..vvvevrererrrrecrererserissensiisansiissasisneseesaessens (1,233,867) (1,078,993)
Gain on disposal of fixed assets ........ccocevvimeenaniiirasianes 17,698 4.463
Total Other Income (EXPENSES) ........ievervrvnsvarrsannns (1,152,999) (1,008,435)
Income Before Contributions.........ccvveveerivneesiesiissisiiissiiiaeinn 1,668,030 1,355,174
Capital Contributions..........eeceververeeiesmsioninscieiaissmssssns - 208,900
CHANGE IN NET POSITION.........ccocovmneriniririciaiiniens 1,668,030 1,564,074
Net Position, Beginning of Year, as previously reported .... 24,367,897 24,277,615
Prior Period Adjustment (Note 9) ......cocvviiinnivmvieseiniennennian, - (1.473.792)
Net Position, Beginning of Year, as restated ...........ccccoevein 24.367.897 22,803,823
Net Position, End of Year........ccoccovvvviviieinrenruennreeessnes $ 26,035927 $ 24,367,897

See accompanying independent auditors’ report and notes.
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SOUTH BLOUNT COUNTY UTILITY DISTRICT

Maryville, Tennessee

STATEMENTS OF CASH FLOWS

CASH FLOWS PROVIDED (USED) BY
OPERATING ACTIVITIES:
Collections from CUSTOMETS .. ..vivverrverreciaiiiriiisiisneineeinnns
Payments made to employees ............ocueciniiiininsiassisanna
Payments made to vendors..........cocvevreriiiiiinnisiniineen.
Net Cash Flows Provided
By Operating ACtIVIti€s .....coocevrveirerevnisvneesiisimesiannns

CASH FLOWS PROVIDED (USED) BY CAPITAL
AND RELATED FINANCING ACTIVITIES:
Acquisition of capital assets and changes to
CONSIUCLION iN PrOZIESS .c.vvvverrirerririniereiinieeniisresiesiins
Bond and note principal payments and bond refunding...
Proceeds from debt borrowing ........ccuverieivivsiissnsinisanns
Bond premium and discount...........cocciiininniinninnn,
Payment to bond retention fund .........cccoeviniininininnnan
Developer contributions ........c.eeveeereeneecereonerenecsnecesionien
(Proceeds) loss from disposal of fixed assets..........c.oeeeee.
Interest paid on debt .........ccccveevcnininiennenien
Net Cash Flows Provided (Used) By
Capital and Related Financing Activities...........c.....

CASH FLOWS PROVIDED BY
INVESTING ACTIVITIES:
Interest reCeIVEd ....ovivvrieiiieriierieerieirneree e eneeseeseesnes
Proceeds from (investment) in certificate of deposit........
Net Cash Provided (Used) by Investing Activities....

NET INCREASE (DECREASE) IN CASH AND
CASH EQUIVALENTS.......ccoviiiiiiiiiininssisnsanaennis

CASH AND CASH EQUIVALENTS -
Beginning of Year.........cccvieveevee e sessasssnssnens

CASH AND CASH EQUIVALENTS —
| D oL o) A = ) U

(Continued)

See accompanying independent auditors’ report and notes.
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Fiscal Years Ended June 30,

2017 2016

$ 9,003,529 8,707,875
(2,122,277) (2,103,173)
(2.583.646) (2,898.818)
4,387,606 3,705,884
(1,864,061) (1,753,860)
(766,009) (8,795,479)

5 8,680,000
29,589 (786,114)

- 293,121

g 208,900

17,698 4,463
(1.233.867) (1,078,993)
(3,816,650) (3.227.962)
63,170 66,095
(3.000.000) ;
(2.936.830) 66,095
(2,365,874) 544,017
10,797,787 10,253,770

$ 8431913 10,797,787



SOUTH BLOUNT COUNTY UTILITY DISTRICT
Maryville, Tennessee
STATEMENTS OF CASH FLOWS (Continued)

Fiscal Years Ended June 30.

2017 2016
RECONCILIATION OF OPERATING INCOME
TO CASH FLOWS PROVIDED (USED) BY
OPERATING ACTIVITIES:
Operating inCOME ............r isssssissiaiisassiviissionbiiismsns $ 2,821,029 $ 2,363,609
Add non-cash expenses:
Depreciation and amortization ...........coeeveenevenerireerene 1,529,605 1,523,614
Changes in assets and liabilities:
Accounts receivable ... (31,521) 10,558
11T 11703 o 2RO 17,684 (67,250)
Accounts payable .....uuiscnninmsssasiaessssassossi 51,801 (28,608)
Due to City of Maryville.......ccciviviuniniinennnsininninnin. (15,807) 5,069
Accrued 5ales taX ....vvivevnieenieienrneeinenrrerseseae s seeseeennnes 4,715 2,129)
PTO DAY ..c.cccecmrreressnisssesinisessessassissesassssiispassumssosipamsossy 7,474 13,175
Customer depoSits......c.eerivveiririneneniniiisiinii. (1,000) (1,283)
Accrued HSA/FSA. ... sesinesssesssessanssassssns 3,626 3,573
ACCIUEA INLEIESE 1ovvverirerrrreeesirriiereesisiinresersnresesessesessrsass - (114.444)
Cash Flows Provided By Operating Activities .......... § 4,387,606 $§ 3,705,884

See accompanying independent auditors’ report and notes.
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SOUTH BLOUNT COUNTY UTILITY DISTRICT
Maryville, Tennessee
NOTES TO FINANCIAL STATEMENTS
June 30, 2017 and 2016

NOTE 1 - REPORTING ENTITY:

South Blount County Utility District was chartered to provide water service to the residents of Blount County,
Tennessee. The Board of Commissioners consists of three (3) individuals who serve four (4)-year terms.
They are appointed by the Blount County Mayor.

Governmental Accounting Standards Board (GASB) Statement No. 14 - "The Financial Reporting Entity", as
amended by GASB Statement No. 39 — “Determining Whether Certain Organizations are Component Units”
defines the reporting entity as the primary government and those component units for which the primary
government is financially accountable. Financial accountability is defined as appointment of a voting majority
of a component unit's Board, and either a) the ability to impose will by the primary government, or b) the
possibility that the component unit will provide a financial benefit to or impose a financial burden on the
primary government.

In evaluating how to define the government for financial reporting purposes, management has considered the
primary government and all potential component units by applying the definitions and the criteria set forth by
GASB Statement No. 14, as amended by GASB Statement No. 39.

The financial statements of the Utility (primary government) provide an overview of the entity based on
financial accountability. The primary government consists of all the organizations that make up its legal entity
- all funds, departments, and offices that are not legally separate. The Utility meets all the criteria defined for
a primary government in GASB No. 14, as amended by GASB Statement No. 39 as follows:

a, Separate legal standing through legislation authorizing its creation
b. Fiscally independent of other state and local governments

A component unit is defined as a legally separate organization for which the elected officials of the primary
government are financially accountable. In addition, a component unit can be another organization for which
the nature and significance of its relationship with the primary government is such that exclusion would cause
the reporting entity's financial statements to be misleading or incomplete.

Based on the criteria applicable to GASB No. 14, as amended by GASB Statement No. 39 for component
units, the Utility has no financial accountability for any component units. Therefore, the financial reporting
entity is limited to those funds, departments, and offices which comprise the Utility's legally adopted
jurisdictions.

NOTE 2 — SIGNIFICANT ACCOUNTING POLICIES:

A)  Accounting Method:

South Blount County Utility District is accounted for as an enterprise fund type using the economic
resources measurement focus and the accrual basis of accounting. Under this method, revenues are
recorded when earned and expenses are recorded at the time liabilities are incurred. Enterprise funds
are used to account for operations that are financed and operated in a manner similar to private business
and where the board has decided that the determination of revenues earned, costs incurred and/or net
income is necessary for management accountability.

(Continued)
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SOUTH BLOUNT COUNTY UTILITY DISTRICT
Maryville, Tennessee
NOTES TO FINANCIAL STATEMENTS
June 30, 2017 and 2016

NOTE 2 — SIGNIFICANT ACCOUNTING POLICIES (Continued):

B)  Accounts Receivable and Allowance for Uncollectible Accounts:

All receivables are reported at their gross value and, where appropriate, are reduced by the
estimated portion that is uncollectible. Allowance for uncollectible accounts are estimated at 5% of
outstanding accounts receivable at June 30, 2017 and 2016.

C)  Cash Equivalents:

Investments with an original maturity of three (3) months or less are considered cash equivalents. There
were no cash equivalents at June 30, 2017 or 2016.

D)  Investments:

In order to provide a safe temporary medium for investment of idle funds, utility districts are authorized
by TCA 7-82-108 to invest in the following:

) Bonds, notes, or treasury bills of the United States;
2) Non-convertible debt securities of certain issuers;

3 Other obligations which are guaranteed as to principal and interest by the United States
or any of its agencies;

4 Certificates of Deposit at state and federal chartered banks and savings and loan
associations;

5) Obligations of the United States or its agencies under a repurchase agreement if
approved as an authorized investment by the State Director of Local Finance;

(6) Money market funds whose portfolios consist of any of the foregoing investments if
approved as an authorized investment by the State Director of Local Finance; and

@) The Local Government Investment Pool under which local monies are transferred to
and invested with the State Treasurer's cash portfolio. Investments consist of amounts
held in the Local Government Investment Pool and are stated at cost.

E) Inventory:

Inventories are valued at cost using the first-in, first-out inventory valuation method and consist of meters
and repair parts.

(Continued)
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SOUTH BLOUNT COUNTY UTILITY DISTRICT
Maryville, Tennessee
NOTES TO FINANCIAL STATEMENTS
June 30, 2017 and 2016

NOTE 2 — SIGNIFICANT ACCOUNTING POLICIES (Continued):

F)

G)

H)

D)

Utility Plant and Depreciation:

The cost of additions to utility plant and the cost of renewals and betterments are capitalized and carried
at acquisition cost. During the year ended June 30, 1991, the District began maintaining a formal cost
accumulation/allocation system for the internal acquisition/construction of new or major renovations of
plant. Costs attributable to the internal acquisitions of new plant are capitalized at year-end. The cost of
repairs and minor replacements is charged to current operations. Fixed assets acquired prior to June 30,
1991 are carried at cost.

Depreciation is calculated using the straight-line method, half-year convention, based on estimated useful
lives. Depreciation rates vary from 2% to 20%.

Construction Period Interest:

It is the Utility’s policy to capitalize interest on debt used to finance the acquisition of fixed assets
during the construction period.

Bond Premiums and Discounts:

Bond premiums and discounts, are deferred and amortized over the lives of the applicable bond issues.
Long-term debt is reported net of the applicable bond premium or discount.

Paid Time Off Policy:

All PTO hours will be accrued at the beginning of each calendar year and will be based on each employee’s
months of service as of January 1. New employees will be eligible for PTO upon the successful
completion of the initial introductory period. Upon successful completion of the initial introductory period
a Regular employee will receive a prorated amount of PTO from the end of their introductory period to
the end of the calendar year.

Afier their introductory period, all Regular employees will earn PTO hours based upon the total number
of months in which the employee worked a full month as defined herein. The number of months worked
is determined at each January 1% when PTO accruals are made.

Regular Full Time Prior to 1/1/13 Regular Full Time After 1/1/13
Months Worked PTO Hours Accrued Months Worked PTO Hours Accrued
3 mos. — 12 months 128 hours (prorated 3 months —12 months 96 hours
thru end of 1% year)

13 months — 48 months 144 hours 13 months — 48 months 120 hours

49 months — 108 months 168 hours 49 months — 108 months 144 hours

109 months — 168 months 192 hours 109 months — 168 months 168 hours

169 months — 228 months 216 hours 169 months and beyond 208 hours
229 months — 288 months 240 hours
289 months and beyond 264 hours

(Continued)

14



SOUTH BLOUNT COUNTY UTILITY DISTRICT
Maryville, Tennessee
NOTES TO FINANCIAL STATEMENTS
June 30, 2017 and 2016

NOTE 2 — SIGNIFICANT ACCOUNTING POLICIES: (Continued)

D

Y)

Paid Time Off Policy (Continued):

Each employee must take off at least six (6) days per calendar year if available. P.T.O. may be
accumulated by the employee not to exceed sixty (60) days. All amounts accumulated in the excess of 60
days shall be forfeited at the end of the year.

PTO pay is reflected in the financial statements, as is stated in accordance with the guidelines established
by the Governmental Accounting Standards Board Statement No. 16.

Employee Pension Plans;

General - The 401(k) Profit Sharing Plan (the “Plan”) is a defined contribution plan covering all employees
of South Blount Utility District (the “Company”) who have completed one year of service and are age
twenty-one or older.

Contributions - Each year, participants may contribute up to 100% of pretax annual compensation to a
maximum contribution amount permitted by tax regulations, as defined in the Plan. Participants who have
attained age 50 before the end of the Plan year are eligible to make catch-up contributions. Participants
may also contribute amounts representing distributions from other qualified defined benefit or contribution
plans. The plan is had adopted the safe-harbor CODA provisions funded through a 3% non-elective
contribution. At its discretion, the Company may match a portion of the employee’s deferral or fund a
profit sharing contribution Contributions are subject to certain limitations.

Participant Accounts - Each participant’s account is credited with the participant’s contribution and
allocations of (a) the Company’s contribution, and (b) Plan earnings, and charged with an allocation of
administrative expenses. Allocations are based on participant earnings or account balances, as defined.
The benefit to which a participant is entitled is the benefit that can be provided from the participant’s vested
account.

Vesting - Participants are immediately vested in their contributions as well as the Company’s contribution
portion of their accounts.

Investment Options - Participants direct the investment of their contribution into the various investment
options offered by the Plan with American Funds as the investment custodian and recordkeeper.

Payment of Benefits - On termination of service due to death, disability or retirement, a participant (or a
participant’s beneficiary in the event of the death of a participant) may elect to receive either a lump sum
amount equal to the value of the participant’s vested interest in his or her account, or annual installments
over the participant’s applicable life expectancy. Generally, withdrawals are available only from the vested
portion of a participant’s account. Withdrawals from the accounts are not allowed for participants who are
less than 59 years of age, except under hardship withdrawal, direct rollover, and termination provisions.
The amount of the contributions paid to the plan during the fiscal years ended June 30, 2017 and June 30,
2016 was $189,989 and $199,328, respectively.

(Continued)
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SOUTH BLOUNT COUNTY UTILITY DISTRICT
Maryville, Tennessee
NOTES TO FINANCIAL STATEMENTS
June 30, 2017 and 2016

NOTE 2 — SIGNIFICANT ACCOUNTING POLICIES: (Continued)

K)

L)

M)

Use of Estimates:

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

Revenues and Expenses:

The Utility distinguishes 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 an enterprise fund’s principal operations. The principal operating revenues of the South Blount Utility
District consist of water sales and related activities. Non-operating revenues consist of interest, contributions
and other ancillary activities. Operating expenses include water production costs, operation and maintenance
expenses, and other costs related to water distribution. Expenses not meeting this definition are reported as
non-operating expenses. When both restricted and unrestricted resources are available for use, it is the
Utility’s policy to use restricted resources first, then unrestricted resources as they are needed.

Net Position:

Net positions represent the difference between assets and deferred outflows of resources, and liabilities and
deferred inflows of resources on the district-wide financial statements. Net positions are classified in the
following categories:

Net investment in capital assets — This amount consists of capital assets net of accumulated depreciation and
reduced by outstanding debt that is attributed to the acquisition, construction, or improvement of the assets.

Restricted net position — This amount is restricted by creditors, grantors, contributors, or laws or regulations
of other governments.

Unrestricted net position — This amount is the net position that does not meet the definition of “net
investment in capital assets” or “restricted net position”.

Implementation of New Accounting Standards:

The Governmental Accounting Standards Board (GASB) issued Statement No. 63, Financial Reporting of
Deferred Outflows of Resources, Deferred Inflows of Resources, and Net Position. This statement
establishes standards for reporting deferred outflows of resources, deferred inflows of resources, and net
position in a statement of financial position and also requires related disclosures. The requirements of this
Statement are effective for financial statements for periods beginning after December 15, 2011.

In addition the GASB has issued Statement No. 65, Items Previously Reported as Assets and Liabilities.
This statement specifies the items that were previously reported as assets and liabilities that should now be
reported as deferred outflows of resources, deferred inflows of resources, outflows of resources, or inflows
of resources. Since this Statement closely correlates to Statement No. 63, the Utility elected to early
implement the provisions of this statement.

(Continued)

16



SOUTH BLOUNT COUNTY UTILITY DISTRICT
Maryville, Tennessee
NOTES TO FINANCIAL STATEMENTS
June 30, 2017 and 2016

NOTE 3 — CASH AND INVESTMENTS:

In order to provide a safe temporary medium for investment of idle funds, utilities are authorized by TCA 6-56-
106 to invest in the following:

(1)
()
3

“
®)

(6)
(N

Bonds, notes, or treasury bills of the United States;

Non-convertible debt securities of certain issuers;

Other obligations which are guaranteed as to principal and interest by the United States or any of its
agencies;

Certificates of Deposit at state and federal chartered banks and savings and loan associations;
Obligations of the United States or its agencies under a repurchase agreement if approved as an authorized
investment by the State Director of Local Finance;

Money market funds whose portfolios consist of any of the foregoing investments if approved as an
authorized investment by the State Director of Local Finance; and

The Local Government Investment Pool under which local monies are transferred to and invested with
the State Treasurer's cash portfolio.

Cash and investments include bank balances and investments that at the balance sheet date were either entirely
insured or collateralized with securities held by the Tennessee Investment Collateral Pool.

Total cash and investments at a carrying amount of $11,431,913 and $10,797,787 at June 30, 2017 and 2016,
respectively, are classified as follows:

Type June 30, 2017 June 30, 2016
Petty Cash.....c.cocovevevveniininninennns $ 1,214 $ 1,116
Local financial institutions -
Checking accounts ................... 339,885 545,308
SaVINGS wssasssisiiisisiasisiins 8,090,814 10,251,363
Certificates of Deposit ............. 3,000,000 -
TOtal..oouresecrivnressessssisessasnsens $11,431,913 $10,797,787

NOTE 4 — CAPITAL ASSETS:

In the basic financial statements, fixed assets are accounted for and capitalized as capital assets. All fixed assets
are valued at historical cost or estimated historical cost if actual is unavailable, except for donated fixed assets
which are recorded at their estimated fair value at the date of donation.

Depreciation of capital assets is recorded as an expense in the Statement of Revenues, Expenses, and Changes in
Net Position, with accumulated depreciation reflected in the Statement of Net Position. Depreciation is provided
over the assets’ estimated useful lives using the straight-line method of depreciation.

(Continued)
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SOUTH BLOUNT COUNTY UTILITY DISTRICT
Maryville, Tennessee
NOTES TO FINANCIAL STATEMENTS
June 30, 2017 and 2016

NOTE 4 - CAPITAL ASSETS (Continued):

The range of estimated useful lives by type of asset is as follows:

Land and land rights 0%
Building and improvements 3%to 10%
Distribution facilities 2% to 10%
Office furniture and fixtures 10% to 33%
Tools and equipment 6% to 20%
Transportation equipment 10% to 20%
Intangibles 10%

Activity for general fixed assets is summarized as follows:

Balance Balance
July 1, 2016 Additions Retirements June 30, 2017

Capital Assets, non depreciable:

Land and land rights............ccoveeernnnenne $ 432393 § 379691 8§ - $ 812,084
Capital Assets, depreciable:
Power and pumping structure.............. 3,317,587 1,513,806 - 4,831,393
Buildings and improvements............... 1,416,858 78,768 B 1,495,626
Distribution mains ..........oeevveeevvereennnns 28,288,138 149,881 - 28,438,019
Meters asiansniniaismiamnmeamii 3,716,585 170,526 - 3,887,111
Tools and work equipment................... 365,647 60,893 (11,364) 415,176
Transportation equipment..........coervenn. 584,235 53,790 (25,227) 612,798
Office furniture and equipment............ 44,968 - - 44,968
Intangibles........oveerrreeireississenssnesenenns 306,945 - - 306,945
Computer systems and accessories ..... 417,424 - - 417,424
Miscellaneous equipment.................... 44,907 - - 44,907
Pump stations......c.oveeeevvevrevenrereneeseenens 542,195 - 542,195
Sewer systems & accessories .............. 892,678 - - 892,678
Water treatment plant ............cccoceinenne 20,314,020 94,544 - 20,408.564
Total Capital Assets, depreciable........ 60,252,187 2,122,208 (36,591) 62,337,804
Accumulated depreciation................... (19,753,536) (1,529,605) 28,988 (21,254,153)
Capital Assets, net of accumulated
depreciation.........c.ceceeecneeerrernnnnencnns 40,498,651 592.603 (7.603) 41,083,651
Construction in progress ........c.oeverireeeenens 1,340,594 1,082,829 (1,713.064) 710.359
Total Capital ASSELS ........ccovrmrereerrensserenss $ 42,271,638 2,055,123  $(1,720,667) $ 42,606,094
(Continued)
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SOUTH BLOUNT COUNTY UTILITY DISTRICT
Maryville, Tennessee
NOTES TO FINANCIAL STATEMENTS
June 30, 2017 and 2016

NOTE 5 — ACCOUNTS RECEIVABLE:

Accounts receivable consist of’

June 30,
017 2016
CUSLOINET ACCOUNLS ..vvevrvriresnsssssseseresessssessemsssesssassesssens $ 461,264 $§ 442,957
Less: Allowance for uncollectible accounts................. (46,448) (59.662)
TOtal ..ot $ 414816 § 383295

NOTE 6 — BONDS AND NOTES PAYABLE:

(A)  South Blount County Utility District issued $29,725,000 Waterworks Revenue Bonds, Series 2009, dated
February 25, 2009 with a maturity date of February 25, 2039. The bonds bear interest at variable rates
between 2 to 5%. The purpose of the bonds is to procure funds to finance acquisitions and construction
of extensions and improvements to the waterworks system of the District. In May 2016, $8,115,000 was
refunded to a Water Revenue Refunding Bond, Series 2016 (C). The amount owed on the bonds at
June 30, 2017 is $19,615,000. Maturities are as follows:

Year Ending June 30, Principal Interest Total
2018 $ 705,000 $ 926,900 $ 1,631,900
2019 730,000 901,788 1,631,788
2020 760,000 874,763 1,634,763
2021 540,000 849,713 1,389,713
2022 560,000 827.013 1,387.013

Subtotal 3,295,000 4,380,177 7.675.177
2023 585,000 803,413 1,388,413
2024 610,000 777,225 1,387,225
2025 635,000 749,244 1,384,244
2026 670,000 720,675 1,390,675
2027 700,000 689,850 1,389,850

Subtotal 3,200.000 3,740.407 6,940,407
2028 730,000 656,763 1,386,763
2029 765,000 620,300 1,385,300
2030 810,000 580,419 1,390,419
2031 850,000 537,881 1,387,881
2032 895.000 493,725 1,388,725

Subtotal 4,050,000 2,889,088 6,939,088
2033 940,000 447,850 1,387,850
2034 990,000 399,600 1,389,600
2035 1,040,000 347,550 1,387,550
2036 1,095,000 291,506 1,386,506
2037 1,155,000 232,444 1,387.444

Subtotal 5.220.000 1,718,950 6,938,950

(Continued)
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SOUTH BLOUNT COUNTY UTILITY DISTRICT
Maryville, Tennessee
NOTES TO FINANCIAL STATEMENTS
June 30, 2017 and 2016

NOTE 6 — BONDS AND NOTES PAYABLE (Continued):

(A) Continued:

Year Ending June 30, Principal Interest Total
2038 1,215,000 170,231 1,385,231
2039 1,280,000 104,738 1,384,738
2040 1,355,000 35.569 1,390,569
Subtotal 3.850.000 310,538 4,160,538
Total $ 19,615,000 $ 13,039,160 $ 32,654,160

(B)  The District issued a $769,000 Waterworks Revenue Bond Series 2011 sold to the United States of America,
acting through Rural Development. The note in the original amount of $769,000 dated June 20, 2012, bears
interest at the rate of 3.375%. Remaining principal balance at June 30, 2017 was $583,604. The bond calls
for monthly payments of $3,000.

Maturities are as follows:

20

Year Ending June 30, Principal Interest Total
2018 $ 16,558 $ 19,442 $ 36,000
2019 17,126 18,874 36,000
2020 17,713 18,287 36,000
2021 18,320 17,680 36,000
2022 18,948 17,052 36,000

Subtotal 88.665 91.335 180,000
2023 19,597 16,403 36,000
2024 20,269 15,731 36,000
2025 20,964 15,036 36,000
2026 21,682 14,318 36,000
2027 22,425 13,575 36,000

Subtotal 104.937 75,063 180,000
2028 23,194 12,806 36,000
2029 23,989 12,011 36,000
2030 24,811 11,189 36,000
2031 25,662 10,338 36,000
2032 26,541 9.459 36,000

Subtotal 124,197 55,803 180,000
2033 27,451 8,549 36,000
2034 28,392 7,608 36,000
2035 29,365 6,635 36,000
2036 30,372 5,628 36,000
2037 31,413 4,587 36,000

Subtotal 146,993 33,007 180,000

(Continued)



SOUTH BLOUNT COUNTY UTILITY DISTRICT
Maryville, Tennessee
NOTES TO FINANCIAL STATEMENTS
June 30, 2017 and 2016

NOTE 6 - BONDS AND NOTES PAYABLE (Continued):

(B)

©

(Continued):
Year Ending June 30, Principal Interest Total
2038 32,490 3,510 36,000
2039 33,603 2,397 36,000
2040 34,755 1,245 36,000
2041 17.964 179 18.143
Subtotal 118,812 7.331 126,143
Totals $ 583,604 $ 262539 $ 846,143

During 2016, the District issued $8,115,000 of refunding bonds to provide resources for the partial
refunding of $8,115,000 of the Waterworks Revenue Bonds, Series 2009. The purpose of this transaction
was to reduce the District’s exposure to interest rate volatility in the insured bond market. As a result,
$8,115,000 bonds were redeemed, and the liability has been removed from the statement of net position.
The government issued $8,115,000 of general obligation refunding bonds to provide resources to purchase
U.S. government securities that were placed in an irrevocable trust for the purpose of generating resources
for all future debt service payments of the refunded debt. The reacquisition price exceeded the net carrying
amount of the old debt by $565,000. This amount is being amortized over the remaining life of the new
debt.

The District issued a $8,680,000 Waterworks Revenue Refunding Bond, Series 2016, dated May 27, 2016
with a maturity date of June 1, 2040, The bond bears interest at 2.79%. The principal balance at
June 30, 2016 was $8,615,000. The bond calls for yearly payments ranging from $65,000 to $565,000.

Year Ending

June 30, Principal Interest Total
2018 $ 70,000 $ 259,050 $ 329,050
2019 70,000 257,650 327,650
2020 70,000 256,250 326,250
2021 320,000 252,350 572,350
2022 325,000 245.900 570,900

Subtotal 855.000 1,271,200 2,126.200
2023 330,000 239,350 569,350
2024 340,000 232,650 572,650
2025 345,000 225,800 570,800
2026 355,000 218,800 573,800
2027 360,000 211,650 571,650

Subtotal 1,730,000 1,128,250 2,858,250

(Continued)
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SOUTH BLOUNT COUNTY UTILITY DISTRICT
Maryville, Tennessee
NOTES TO FINANCIAL STATEMENTS
June 30, 2017 and 2016

NOTE 6 — BONDS AND NOTES PAYABLE (Continued):

(C) (Continued):

Year Ending

June 30, Principal Interest Total
2028 370,000 202,500 572,500
2029 385,000 191,175 576,175
2030 395,000 179,475 574,475
2031 410,000 165,350 575,350
2032 425.000 148.650 573.650

Subtotal 1,985.000 887.150 2,872,150
2033 445,000 131,250 576,250
2034 460,000 113,150 573,150
2035 480,000 94,350 574,350
2036 495,000 74,850 569,850
2037 520.000 57.150 577.150

Subtotal 2,400,000 470.750 2.870.750
2038 530,000 41,400 571,400
2039 550,000 25,200 575,200
2040 565.000 8.475 573.475

Subtotal 1.645.000 75.075 1.720,075
Totals $ 8,615,000 $ 3,832425 $12.,447.425

A summary of Long-Term Debt is as follows:

Balance — June 30, 2016........ccccovevivrvervennnne $ 29,579,613
AdAItIONS......cocveervierriiniinrecnne e sneesseens -
Retirements it (766,009)
Refunded........coovoveievirevrsrineeriensnessessessnesenns -

Balance — June 30, 2017 .....c.cccocvmvrerninreeanne $ 28,813,604

NOTE 7 — RISK FINANCING ACTIVITIES:

It is the policy of the Utility to purchase commercial insurance for the risks of losses to which it is exposed. These
risks include general liability, property and casualty, workmen's compensation, and employee health and
accident. Settled claims have not exceeded this commercial coverage in any of the past three (3) fiscal years.

(Continued)
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SOUTH BLOUNT COUNTY UTILITY DISTRICT
Maryville, Tennessee
NOTES TO FINANCIAL STATEMENTS
June 30, 2017 and 2016

NOTE 8 — COMMITED CONSTRUCTION:

As of June 30, 2017, the Utility had the following commitment with respect to unfinished construction in
progress:

Total Contract Costs Incurred Estimated
or Estimated Through Cost to
Project Name Amount June 30, 2016 Complete

Raw water pump station improvement $ 650,100 $ 427924 $ 222,176

Miser Station Road, Farmington View,

Phase 2 41,700 1,900 39,800
Autumn Drive 38,000 9,097 28,903
Blockhouse Road — Water Transmission

Main — Phase 1 783.980 271,438 512,542

$ 1,513,780 10,3 $ 803421

NOTE 9 — PRIOR PERIOD ADJUSTMENT:

For the fiscal year ended June 30, 2016, South Blount Utility District implemented Statement 63 of the
Governmental Accounting Standards Board, which resulted in debt issuance costs and losses on the advance
refunding of debt being expensed on the financial statements.

The beginning net position of the Statement of Activities for the fiscal year ended June 30, 2016, has been restated
as follows:

Net Position — Beginning of Year $ 24,277,615
Prior Period Adjustment (1,473.792)
Net Position — Beginning of Year, as restated $ 22,803,823

NOTE 10 — SUBSEQUENT EVENT:

The date to which events occurring after June 30, 2017, the date of the most recent balance sheet, have been
evaluated for possible adjustment to the financial statements or disclosures is August 21, 2017, which is the date
on which the financial statements were issued.

23



SOUTH BLOUNT COUNTY UTILITY DISTRICT
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Year Ended
June 30

2018
2019
2020
2021
2022
Subtotal

2023
2024
2025
2026
2027
Subtotal

2028
2029
2030
2031
2032
Subtotal

2033
2034
2035
2036
2037
Subtotal

2038
2039
2040
2041
Subtotal

Totals

SOUTH BLOUNT COUNTY UTILITY DISTRICT
Maryville, Tennessee

SCHEDULE OF BONDS PAYABLE

June 30, 2017

Waterworks Revenue Bonds,

Series 2009 Bonds

Waterworks Revenue Bonds
3.375% Interest Rate, Series 2011

Principal Interest Total Principal Interest
$ 705,000 $ 926,900 $ 1,631,900 $ 16,558 $ 19,442
730,000 901,788 1,631,788 17,126 18,874
760,000 874,763 1,634,763 17,713 18,287
540,000 849,713 1,389,713 18,320 17,680
560.000 827.013 1,387,013 18,948 17.052
3,295.000 4,380,177 7.675.177 88.665 91,335
585,000 803,413 1,388,413 19,597 16,403
610,000 777,225 1,387,225 20,269 15,731
635,000 749,244 1,384,244 20,964 15,036
670,000 720,675 1,390,675 21,682 14,318
700.000 689.850 1,389,850 22425 13,575
3,200,000 3,740,407 6.940.407 104,937 75,063
730,000 656,763 1,386,763 23,194 12,806
765,000 620,300 1,385,300 23,989 12,011
810,000 580,419 1,390,419 24,811 11,189
850,000 537,881 1,387,881 25,662 10,338
895.000 493.725 1,388,725 26.541 9.459
4,050,000 2.889.088 6.939.088 124,197 55.803
940,000 447,850 1,387,850 27,451 8.549
990,000 399,600 1,389,600 28,392 7,608
1,040,000 347,550 1,387,550 29,365 6,635
1,095,000 291,506 1,386,506 30,372 5,628
1.155.000 232.444 1,387,444 31413 4,587
5,220,000 1,718,950 6.938.950 146.993 33,007
1,215,000 170,231 1,385,231 32,490 3,510
1,280,000 104,738 1,384,738 33,603 2,397
1,355,000 35,569 1,390,569 34,755 1,245
- - = 17,964 179
3,850,000 310,538 4,160,538 118,812 7.331
$ 19,615,000 $ 13,039,160 $ 32,654,160 5 583,604 $ 262,539

(Continued)
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SOUTH BLOUNT COUNTY UTILITY DISTRICT
Maryville, Tennessee
SCHEDULE OF BONDS PAYABLE (Continued)
June 30, 2017

Waterworks Revenue Refunding Bonds,

2.79% Interest Rate, Series 2016 Totals
Year Ended

June 30 Principal Interest Total Principal Interest Total
2018 $ 70,000 259,050 329,050 791,558 1,205,392 1,996,950
2019 70,000 257,650 327,650 817,126 1,178,312 1,995,438
2020 70,000 256,250 326,250 847,713 1,149,300 1,997,013
2021 320,000 252,350 572,350 878,320 1,119,743 1,998,063
2022 325,000 245,900 570,900 903,948 1.089.965 1.993,913
Subtotal 855,000 1,271,200 2,126,200 4.238.665 5,742,712 9.981.377
2023 330,000 239,350 569,350 934,597 1,059,166 1,993,763
2024 340,000 232,650 572,650 970,269 1,025,606 1,995,875
2025 345,000 225,800 570,800 1,000,964 990,080 1,991,044
2026 355,000 218,800 573,800 1,046,682 953,793 2,000,475
2027 360,000 211,650 571,650 1,082,425 915,075 1.997.500
Subtotal 1,730,000 1,128,250 2.858.250 5,034.937 4,943,720 9.978.657
2028 370,000 202,500 572,500 1,123,194 872,069 1,995,263
2029 385,000 191,175 576,175 1,173,989 823,486 1,997,475
2030 395,000 179,475 574,475 1,229,811 771,083 2,000,894
2031 410,000 165,350 575,350 1,285,662 713,569 1,999,231
2032 425,000 148,650 573.650 1,346,541 651,834 1.998.375
Subtotal 1.985.000 887.150 2.872.150 6,159,197 3,832,041 9.991.238
2033 445,000 131,250 576,250 1,412,451 587,649 2,000,100
2034 460,000 113,150 573,150 1,478,392 520,358 1,998,750
2035 480,000 94,350 574,350 1,549,365 448,535 1,997,900
2036 495,000 74,850 569,850 1,620,372 371,984 1,992,356
2037 520,000 57,150 577,150 1.706.413 294,181 2,000,594
Subtotal 2.400.000 470,750 2.870.750 7.766.993 2,222,707 9.989.700
2038 530,000 41,400 571,400 1,777,490 215,141 1,992,631
2039 550,000 25,200 575,200 1,863,603 132,335 1,995,938
2040 565,000 8.475 573,475 1,954,755 45,289 2,000,044
Subtotal 1.645.000 75.075 1,720.075 5,595.848 392,765 5.988.613
Totals 5 8615000 $ 12447425 § 28795640 $ 17,133,945 . $ 45,929,585

(Continued)
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SOUTH BLOUNT COUNTY UTILITY DISTRICT
Maryville, Tennessee
AWWA FREE WATER AUDIT SOFTWARE
June 30, 2017

D AWWA Free Water Audit Sofiware: . wv:f ;::d ™
= (] 'orksheel Cagyrant @ J014, Al Rohts Restved |
2 Water Audit Report for- [ South Biount Uiy Distrigt (0000643 |
. Reporting Year | 2017 [ 7asic 2017 |

Pubss enter data i ihe white osls bsow \Where Bvaiisbie, matered vIles SHOU De Useq, I tratered Vkies B2 |y #ﬂceﬂm-mnrummmnewum
Ingit data by rading each COMPAnEN! (Fa ¢ 1+10) Lasiry) e erop-own Jst 1o the i of he INpUT Sel. HOVAT 118 MAUSE 0Ve! Tha 281 10 Gbtan 2 description of & grades

All volumes to be aniered as: MILLION GALLONS (US] PER YEAR
Toulmtnmoctdmmm input, datermine the hghest whers

the utiily meets or exceads all eriteria for that grade and 3 below i, Master Meler and Supply Error Adiustments
WATER SUPPLIED “—Ewnmhm Ead' S —>  pert Vahra:
Valume from own sources: «  * [ 40 = Tl 050% MGYY
Water imp e [T 1ns 1 ucm - 7 ﬂ;_‘ MG
Water + [ MGYT - [ MG
Emrnq:ﬁn or v for under-registration
WATER SUPPLIED: 1,012.8356] MG Enter positive % or value for over-registration
AUTHORIZED CONSUMPTION U
Sded - *lw MGIYT for naip usiNg option
Billed ¢« 7 [nn 000] MG/Yr outions below
Urbilled LR T MGV Pant. falus;
Unbilled uomateres = 7 9] 12,882 ucavr [r2ewl@HKI]  juew
Default option selected for Unbilled unmetered - 8 grading of 5 is applied but not displayed T
ATRORIZED CONSUWPTION. =~ | §16.662) Mo percantage ot wer
WATER LOSSES (Water Supplied - Consumption) [ d6rara mem i
Losses :
I.kmﬂ!wllzedeommpﬁnrr ¢« mm
Default oplion sel d for wplion - a grading of § is applied bul not displayed
C ing ies: + 2 |10 M/
Systematic data handlingemors: » 7 [aa]l 2008 Mo
Default option selected for Systematic data handling ervors - a grading of S is applied but not displayed
Mpweotlosses.  * [ 1A704] waon
Real Losses = Water Losses - Apparent Losses: r 182.569| MGT
WATER LOSSES: | m‘rm[ MGIYT
NHON-REVENUE WATER
NON-REVENUE WATER: v [ X553 wem
= VWit Loee4as + LUinbibed detered + Lintifled Unmetered
SYSTEM DATA
Lengthoimains. = 7 [
Number of potavs AND Inactive servioe - v |
Senvice connection density. ] | COMN.AMEe main
Are customar maters typlcally located at the curbatop or property line? fangin of sendce line, beyon e
Aueraoe length of customer service llne- * * DO n Doundary. Inat is Mme responsoiiy of e Lty
Aveﬂpelenﬂﬂwfeustomersemuiulusbeeﬂutbmmdlm seonoﬂﬂhasbeenmpi
Averagae oparating pressure. + 2 [Ti][ o00]
COST DATA
Total annual cost of operating wister system. 7 | 1 $5.347,750| Svear
Customer retail unil cost (aoplied 1o Apparent Lossesy + 7 |13 .99 (371000 gatons [US) |
Varlable production cosl (appliet to Real Lossss) < 7 | & $504.00] $™mon gatons [ Lusa Cusamer Retan UNE Cost tD VRl rea! iosses
[ “+ YOUR BCORE I8: 92 out of 100 = |
A weighted scale for the comp of wlion and watey Ioss is included in the caloulstion of the Yater Aud Dats Validity Score
PRICRITY AREAS FOR ATTENTION:
Basad on the infoemadion provided, sudit sccurecy can be o by ol ing the following
|__1: Unathorized consumgtion ]
|__Z Bysternatic dats handling srrom |
3 Variable coal ta Real
AWWA Free Water Audit Sohware v6.0 Reporting Worksheet 1
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Retail:

Wholesale:

SOUTH BLOUNT COUNTY UTILITY DISTRICT
Maryville, Tennessee
SCHEDULE OF UTILITY RATES IN FORCE,
NUMBER OF CUSTOMERS AND WATER LOSS RATIO
For the Fiscal Year Ended June 30, 2017

UTILITY RATES IN FORCE
Customer charge .........overevereeeeersuseeeresrecenens $ 17.92
First 100,000 gallons ............ccccovvevierersuesenarns $  5.96 per thousand
Over 100,000 gallons..........cccevunvieienieriasianns $  4.96 per thousand
City of Friendsville..........cccovivmiciiiiinrainiines $ 3.20 per 1,000 gallons
SYSTEM STATISTICS

The following is information about the Utility’s users in the service areas as of June 30, 2017:

Number of Number of Present Water

Hook-ups Persons Demand (GPD)
Residential 15,053 36,127 2.3mgd
Commercial 95 - 2mgd
Industrial 2 - 2mgd
Total 15,150 N —2.7mgd
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SOUTH BLOUNT COUNTY UTILITY DISTRICT
Maryville, Tennessee

INDEPENDENT AUDITORS’ 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

June 30, 2017



Ingram aAOverholt
e Dean, PC,

CTFRTIFIFT PITRIIC ACCOTINTANTS

428 Marilyn Lane

Joe S. Ingram, CPA (1948 - 2011) Alcoa, Tennessee 37701 Telephone
Lonas D. Overholt, CPA 865-984-1040
Robert L, Bean, CPA Facsimile

865-982-1665

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

Board of Commissioners
South Blount County Utility District
Maryville, Tennessee

We have audited, in accordance with the auditing standards generally accepted in the United States of America
and the standards applicable to financial audits contained in Government Auditing Standards issued by the
Comptroller General of the United States, the financial statements of the South Blount County Utility District, as
of and for the year ended June 30, 2017 and 2016, and the related notes to the financial statements, which
collectively comprise the South Blount County Utility District’s basic financial statements and have issued our
report thereon dated August 21, 2017.

Internal Control Over Financial Reporting

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

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

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



Compliance and Other Matters

As part of obtaining reasonable assurance about whether the South Blount County Utility District’s financial
statements are free of material misstatement, we performed tests of its compliance with certain provisions of
laws, regulations, contracts, and grant agreements, noncompliance with which could have a direct and material
effect on the determination of financial statement amounts. However, providing an opinion on compliance
with those provisions was not an objective of our audit, and accordingly, we do not express such an opinion.
The results of our tests disclosed no instance of noncompliance or other matters that are required to be reported
under Government Auditing Standards.

Purpose of this Report

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

Ingramy; Overholt & Bean PC
Alcoa, Tennessee
August 21, 2017



SOUTH BLOUNT COUNTY UTILITY DISTRICT
Maryville, Tennessee
SCHEDULE OF DISPOSITION OF PRIOR YEAR FINDINGS

June 30, 2017
Finding Finding
Number Title Status
2016-001 Written Internal Control Corrected

Policies and Procedures
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