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Audit Highlights

Annual Financial Report

Lawrence County, Tennessee
For the Year Ended June 30, 2012

Scope

We have audited the basic financial statements of Lawrence County as of and for the year
ended June 30, 2012.

Results
Our report on Lawrence County’s financial statements is unqualified.
Our audit resulted in nine findings and recommendations, which we have reviewed with
Lawrence County’s management. Detailed findings, recommendations, and management’s
responses are included in the Single Audit section of this report.

Findings and Best Practice

The following are summaries of the audit findings and best practice:

OFFICES OF COUNTY EXECUTIVE AND DIRECTOR OF ACCOUNTS AND
BUDGETS

¢ Competitive bids were not solicited for office furniture purchased for the Circuit Court
Clerk’s Office.

¢ Drug Control Fund appropriations exceeded estimated available funding.

¢ General Fund expenditures exceeded appropriations.

OFFICE OF DIRECTOR OF SCHOOLS

¢ Competitive bids were not solicited for roofing materials.

OFFICE OF TRUSTEE

¢ The trustee did not require a depository to adequately collateralize funds.




OFFICE OF CIRCUIT, GENERAL SESSIONS, AND JUVENILE COURTS
CLERK

¢ Execution docket trial balances were not prepared.

OFFICES OF CIRCUIT, GENERAL SESSIONS, AND JUVENILE COURTS
CLERK AND THE CLERK AND MASTER

¢ The offices had deficiencies in computer system backup procedures.

OFFICE OF CLERK AND MASTER

¢ Usernames and passwords were known by all employees.

OFFICE OF SHERIFF

¢ Some collections were not deposited within three days.

BEST PRACTICE

Lawrence County does not have a central system of accounting, budgeting, and purchasing.
The Division of Local Government Audit strongly believes that a central system of
accounting, budgeting, and purchasing is a best practice that should be adopted by the
governing body as a means of significantly improving accountability and the quality of
services provided to the citizens of Lawrence County.
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Lawrence County Officials
June 30, 2012

Officials

J. Mack Chandler, County Executive

Donny Joe Brown, Road Superintendent

Dr. Bill Heath, Director of Schools

Kiley Weathers, Trustee

Barbara Kizer, Assessor of Property

Chuck Kizer, County Clerk

Debbie Riddle, Circuit, General Sessions, and Juvenile Courts Clerk
Kristy Gang, Clerk and Master

Teresa Dunkin, Register

Jimmy Brown, Sheriff

Teresa Purcell, Director of Accounts and Budgets
Susan Luna, Purchasing Agent

Board of County Commissioners

Jerry Dryden, Chairman
Wayne Yocum

Chris Jackson

Dennis Gillespie

Ronnie Taylor

Sam Purcell

Larry Glass

Mark Niedergeses
Ronald Benefield
Delano Benefield

Board of Education

Jerry Campbell, Chairman
Kevin Caruso

Roberta Brazier

Ricky Mabry

Duke Snider

Scott Franks
Sam Washburn
Neeley Luna
Glenn Woodall
Karen Woodall
Anne Brown

Bert Spearman
Bill Burks

Donna Wells
Michael Kilburn
Nicky Hartsfield
Brenda Jacobs
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STATE OF TENNESSEE

COMPTROLLER OF THE TREASURY
DEPARTMENT OF AUDIT

DIVISION OF LOCAL GOVERNMENT AUDIT
SUITE 1500
JAMES K. POLK STATE OFFICE BUILDING
NASHVILLE, TENNESSEE 37243-1402
PHONE (615) 401-7841

INDEPENDENT AUDITOR’S REPORT
February 22, 2013

Lawrence County Executive and
Board of County Commissioners
Lawrence County, Tennessee

To the County Executive and Board of County Commissioners:

We have audited the accompanying financial statements of the governmental activities, the
aggregate discretely presented component units, each major fund, and the aggregate
remaining fund information of Lawrence County, Tennessee, as of and for the year ended
June 30, 2012, which collectively comprise Lawrence County’s basic financial statements as
listed in the table of contents. These financial statements are the responsibility of
Lawrence County’s management. Our responsibility is to express opinions on these
financial statements based on our audit. We did not audit the financial statements of the
Lawrence County Emergency Communications District, which represent 1.6 percent of the
assets and 2.2 percent of revenues of the aggregate discretely presented component units.
Those financial statements were audited by other auditors whose report thereon has been
furnished to us, and our opinion, insofar as it relates to the amounts included for the
Lawrence County Emergency Communications District, is based on the report of other
auditors.

We conducted our audit in accordance with auditing standards generally accepted in the
United States of America and the auditing 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 and the
report of other auditors provide a reasonable basis for our opinions.
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In our opinion, based on our audit and the report of other auditors, the financial statements
referred to above present fairly, in all material respects, the respective financial position of
the governmental activities, the aggregate discretely presented component units, each
major fund, and the aggregate remaining fund information of Lawrence County, Tennessee,
as of June 30, 2012, and the respective changes in financial position thereof 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 22, 2013, on our consideration of Lawrence County’s internal control over
financial reporting and our tests of its compliance with certain provisions of laws,
regulations, contracts, and grant agreements and other matters. The purpose of that report
1s 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.

Management has omitted the management’s discussion and analysis that accounting
principles generally accepted in the United States of America require to be presented to
supplement the basic financial statements. Such missing 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. Our
opinion on the basic financial statements is not affected by this missing information.

Accounting principles generally accepted in the United States of America require that the
budgetary comparison, pension, and other postemployment benefits information on
pages 67 through 76 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 Lawrence County’s financial statements as a whole. The
introductory section, combining and individual nonmajor fund financial statements,
budgetary comparison schedules of nonmajor governmental funds and the General Debt
Service Fund, combining and individual fund financial statements of the Lawrence County
School Department (a discretely presented component unit), and miscellaneous schedules
are presented for purposes of additional analysis and are not a required part of the
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financial statements. The combining and individual nonmajor fund financial statements,
budgetary comparison schedules of nonmajor governmental funds and the General Debt
Service Fund, combining and individual fund financial statements of the Lawrence County
School Department (a discretely presented component unit), and the miscellaneous
schedules are the responsibility of management and were derived from and relate directly
to the underlying accounting and other records used to prepare the financial statements.
The information has been subjected to the auditing procedures applied in the audit of the
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.

Very truly yours,

Justin P. Wilson
Comptroller of the Treasury

JPW/sb
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Lawrence County, Tennessee
Statement of Net Assets
June 30, 2012

ASSETS
Cash
Equity in Pooled Cash and Investments
Inventories

Accounts Receivable
Allowance for Uncollectibles
Due from Other Governments
Property Taxes Receivable
Allowance for Uncollectible Property Taxes
Prepaid Items
Notes Receivable
Deferred Charges - Debt Issuance Costs
Capital Assets:
Assets Not Depreciated:
Land
Construction in Progress
Assets Net of Accumulated Depreciation:
Buildings and Improvements
Infrastructure
Other Capital Assets
Total Assets

LIABILITIES

Accounts Payable
Accrued Liabilities
Payroll Deductions Payable
Contracts Payable
Accrued Interest Payable
Due to Litigants, Heirs, and Others
Deferred Revenue - Current Property Taxes
Noncurrent Liabilities:
Due Within One Year
Due in More Than One Year (net of deferred amount
on refunding and unamortized discounts on debt)
Total Liabilities

NET ASSETS

Invested in Capital Assets, Net of Related Debt
Invested in Capital Assets

Restricted for:

General Government

Administration of Justice

Public Safety

Social, Cultural, and Recreational Services
Highway/Public Works

Instruction

Operation of Non-Instructional Services
Unrestricted

Total Net Assets

Exhibit A

Component Units

Primary Lawrence Emergency
Government County Communica-
Governmental School tions
Activities Department District
$ 94,961 $ 1,100 $ 190,937
7,367,380 8,442,228 0
0 92,189 0
3,068,681 2,826 74,427
(1,209,713) 0 0
1,077,701 1,910,240 0
10,700,186 6,129,316 0
(265,871) (152,297) 0
0 0 36,550
107,512 0 0
445,848 0 1,641
1,009,453 676,454 0
307,301 689,441 0
21,183,978 38,601,842 443,876
34,620,638 0 0
2,349,966 4,353,346 266,343
$ 80,858,021 $ 60,746,685 $ 1,013,774
$ 317,308 $ 24,111 $ 18,354
0 0 47,896
6 1,631,153 0
17,376 0 0
284,055 0 0
28 0 0
10,025,688 5,742,948 0
5,151,122 53,394 43,837
43,071,129 6,267,969 299,264
$ 58,866,712 $ 13,719,575 $ 409,351
$ 35,389,136 $ 0 % 471,118
0 44,321,083 0
4,028 0 0
238,781 0 0
77,018 0 0
75,799 0 0
401,307 0 0
0 93,014 0
0 656,576 0
(14,194,760) 1,956,437 133,305
$ 21,991,309 $ 47,027,110 $ 604,423

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

15



(ponurjuop)

(99¥°¢¥) $ @IT'T1189Y) $ O $ 0€L'€C9 $ €96'7L06 $ 6¥6'8%6'T $ 00B°'T16LS $ syrup) Juatuodwoy) [e30],
(997 °¢¥) 0 0 0 Z11°98L SYE9gy €1679¢'1 PLISIJ SUOHBITUNWWO]) LoUSSISWY
0 $ BIT'TIG9%) $ O ¢ o0eLeg9 $ 1¥888%'8 $ $09°309‘T $ L83'999°9¢ $ juswgreda(y [00YdG £3unoy) dousIme]

:s71u() Jusuodwo))

0 $ 0 $  (698°L8LET) $  G68°L09 $ ggLeeL'e $ 119826'9 $ 000390°GE $ JUSWUIIA0Y) ATRWILI] [BIO,
0 0 686881 0 000°00€ 0 TTOTTT 901AIOG 1q9(T IOYIQ
0 0 (109°008°T) 0 0 0 1090081 3¢9(] WLI9}-3UOT UO 3SAIJUL
0 0 (0e8°‘e€6°e) 4ANIRS 116°0€3°G 987901 69€°L89°9 SYI0pM OT[qn/sAemySTH
0 0 (9€8°08¢%) 0 908°13¢ 0 ¥9°50L suorperad( 1010
0 0 (9%%°691) 0 89991 0 PITOLT S90IN0S9Y [BINJEN PUE SINJNOLITY
0 0 (3%0°303) 0 ¥80°18 3266 870°€673 S9OIAI9G [BUOIJBINY PUE TeIni[ny) ‘[Broog
0 0 (02L°06%) €GL°16% ¥60°1€€ 350°93¢‘e 619°68EY aIej[o |\ PUe 3[esy d1[qng
0 0 (061°¢2€°9) 0 807‘7LE €06665°T 10S°666°9 £yeyeg o1qNng
0 0 (6£6°7€2) 0 06S°9¥ L2L°9%6 992°L0%‘T 90TISN JO UOTJRI)STUTIPY
0 0 (698°98¢%) 0 000°GT %€0°186 168°G8¢°1 ouRUL{
0 $ 0 $  (g6£39T°T) $ 0 $ 9191 $ 68¢'€Lg ¢ SVEISYT $ JUSWUIDAOY) [BIIUSY)
“mwﬁﬁwﬁo«ﬂ ﬁmuﬁwgﬁ.ﬂw\wo_@

{JUSWUISA0Y) ATeWLLIJ

aogumﬁﬁ uG®EQM®Q®Q mmﬁgﬁo&q mEOESQEQQOO mQOESQﬂEEOO wwoﬁ?ﬂmm mwmﬂwQNm— mE&H@OMQ\mEOMuOGSh

mﬁoﬁ.mo ﬁooﬂom ﬁﬁuﬁwgﬁawxwow @EN @EN &Om
-ITUNWuwoy) Ajuno) 18107, sjuelLY) sjuRLY) sagdaey))
Aouadrowry QousIMEer] JUOUWIUIDAOY) reade) gunered(
sjtu) Jueuoduro)) Arewrtig SONUOADY WRISOIJ

$198SY JON Ul sasury))
pue enueAsy (esuadxr) 19N

q 1qruxy

CT0g "0€ 9UN[ popuy] 18sx 97 104
SOTITATIOY JO JUOWOFR}S
99SSoUUQ [, “A3UNO0)) 9OUSIMET

16



‘JuawIale)s Sy} Jo Jred [BISOIUL U 918 SIUSUIOIR)S [RIOUBUIL] 9} 0} S930U Y],

€3¥'709 $ OTTLB0LY $  60€166°1% ZT0Z ‘0€ ounp ‘sjossy 10N
L89°9%9 203'699°8¥% 63601802 110Z ‘T A[O[ ‘S398SY 10N
(¥93°5%) $ (360GPS'T) $  08E0ST'T sjessy JoN Ul eSuey)
361 $ 030699F77 $ 6¥5'896F1 SONULAdY [BISUSY) [BI0],
0 G6V°LL 8E6°9LT A19A009] 90UBINSU]
0 99785 60€°62 STLOQUBT[OOST\
0 3G6°CT 0 Surpun 93eyq-q
(4538 €31 69g°cg sSuruIey JUOWISOAU] POJOLIISOIU()
0 617 796°CE 0996951 swreI301J oy10adg 07 PajdLI)say JON SUOTINLIIUO)) PUe SJURIY)
0 3€€°c 66608 SOXE(, [B0TT 1030
0 0 092°031 XB [, 109¢ O[BSO[OYM
0 0 81276 XBJ, 90UBISASS [BISUIIA
0 0 6L7°'T0E Xg, ssoursng
0 0 S0¥‘16 9SNOYIIN0Y) J0 ‘9SNOYIIOM ‘[TB[ - XB], UOTIBSTITT]
0 0 893°G0T [eIoURY) - XB, UoBSIII]
0 0 666706 Xe[, [99UM
0 0 L0336 XB [, [910IN/[®I0H
0 9GL8ILY 916'GE¥T xe, sores uondQ 1890
0 0 365°680°C 901AT0G 1qa(] 10] potaer] soxe], A11edoi
0 $ 99€°gL8‘S $ 8¥LL9T8 sosodinJ [e1auor) 10y pataor] soxe], £310doL
1S9XE,
SONUAARY [BISUOL)
JOLISI(] Juswyredo(] SOTIATIOY SUOTINQLIJUO)) SUOIINQLIIUO)) SOOIAIDG sosuadxy] SWRISO0IJ/SUOTIOUN, |
SUoT}RY [00yos [BIUOWUIDAOK) pue pue J0§
-TUNUWWOo)) £yunon re10], squeIY) sjuRIY) sodxey)
Aouogrowy QoUdIME] JUQWUIDAOK) reyde) sunexad(
s71u() Jueuoduio)) Arewtag SONULA9Y WBIS0IJ

S19SSY 19N Ul sesury)
pue enuaaey (esuadxy) 19N

q 1qruxy

("JU0))) SOTITATIOY JO JUSWIDIB)S
99SSoUUQ [, “A3UNO0)) 9OUSIMET

17



Lawrence County, Tennessee
Balance Sheet
Governmental Funds

June 30, 2012

ASSETS

Cash

Equity in Pooled Cash and Investments
Accounts Receivable

Allowance for Uncollectibles

Due from Other Governments

Property Taxes Receivable

Allowance for Uncollectible Property Taxes
Notes Receivable - Long-term

Total Assets

LIABILITIES AND FUND BALANCES

Liabilities
Accounts Payable
Payroll Deductions Payable
Contracts Payable
Due to Litigants, Heirs, and Others
Deferred Revenue - Current Property Taxes
Deferred Revenue - Delinquent Property Taxes
Other Deferred Revenues
Total Liabilities

Fund Balances
Nonspendable:
Endowments
Restricted:
Restricted for General Government
Restricted for Administration of Justice
Restricted for Public Safety
Restricted for Highways/Public Works
Committed:
Committed for General Government
Committed for Finance
Committed for Public Safety
Committed for Public Health and Welfare
Committed for Debt Service
Committed for Capital Projects
Assigned:
Assigned for General Government
Assigned for Administration of Justice
Assigned for Public Safety
Assigned for Public Health and Welfare

Assigned for Social, Cultural, and Recreational Services

Unassigned
Total Fund Balances

Total Liabilities and Fund Balances

Exhibit C-1

Nonmajor
Major Funds Funds

Other Total

Highway / General Govern- Govern-

Public Debt mental mental

General Works Service Funds Funds
$ 1,050 $ 0 $ 0 $ 93,911 $ 94,961
2,919,118 94,365 3,169,556 1,184,341 7,367,380
1,922,150 0 92,100 1,054,431 3,068,681
(538,140) 0 0 (671,573) (1,209,713)
407,105 390,368 182,729 97,499 1,077,701
6,988,428 1,538,782 2,172,976 0 10,700,186
(173,644) (38,234) (53,993) 0 (265,871)
0 0 0 107,512 107,512
$ 11,526,067 $ 1,985,281 $§ 5,563,368 $§ 1,866,121 $ 20,940,837
$ 130,548 $ 101,409 $ 0 $ 85,351 $ 317,308
0 6 0 0 6
0 0 0 17,376 17,376
0 0 0 28 28
6,547,905 1,441,783 2,036,000 0 10,025,688
230,805 50,821 71,766 0 353,392
1,153,234 191,207 91,656 325,990 1,762,087
$ 8,062,492 $§ 1,785,226 $ 2,199,422 § 428,745 $§ 12,475,885
$ 0$ 0$ 0$ 75,799 $ 75,799
4,028 0 0 0 4,028
212,929 0 0 25,852 238,781
7,438 0 0 69,877 77,315
0 200,055 0 0 200,055
10,934 0 0 73,224 84,158
0 0 0 27,500 27,500
110,091 0 0 125,149 235,240
0 0 0 1,011,290 1,011,290
0 0 3,363,946 0 3,363,946
0 0 0 28,685 28,685
2,009 0 0 0 2,009
384 0 0 0 384
3,283 0 0 0 3,283
360 0 0 0 360
1,323 0 0 0 1,323
3,110,796 0 0 0 3,110,796
$ 3,463,575 $ 200,055 $ 3,363,946 $ 1,437,376 $ 8,464,952
$ 11,526,067 $§ 1,985,281 $ 5,563,368 $ 1,866,121 $ 20,940,837

The notes to the financial statements are an integral part of this statement.
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Exhibit C-2

Lawrence County, Tennessee

Reconciliation of the Balance Sheet of Governmental Funds

to the Statement of Net Assets
June 30, 2012

Amounts reported for governmental activities in the statement

of net assets (Exhibit A) are different because:

Total fund balances - balance sheet - governmental funds (Exhibit C-1)

(1) Capital assets used in governmental activities are not
financial resources and therefore are not reported in

the governmental funds.
Add: land
Add: construction in progress

Add: buildings and improvements net of accumulated depreciation
Add: infrastructure net of accumulated depreciation
Add: other capital assets net of accumulated depreciation

(2) Long-term liabilities are not due and payable in the current
period and therefore are not reported in the governmental funds.

Less: notes payable

Less: capital leases payable

Less: bonds payable

Add: deferred amount on refunding

Add: deferred charges - debt issuance costs

Add: deferred charges - discount on debt issues

Less: compensated absences payable
Less: landfill postclosure care costs
Less: other postemployment benefits liability

Less: accrued interest on bonds, notes, and capital leases

(8) Other long-term assets are not available to pay for

current-period expenditures and therefore are deferred

in the governmental funds.

Net assets of governmental activities (Exhibit A)

The notes to the financial statements are an integral part of this statement.
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$

1,009,453
307,301
21,183,978
34,620,638

2,349,966

(1,404,333)
(443,422)
(44,452,000)
18,488
445,848
70,968
(624,437)
(1,111,246)
(276,269)

(284,055)

$ 8,464,952

59,471,336

(48,060,458)

2,115,479

$ 21,991,309



Lawrence County, Tennessee

Statement of Revenues, Expenditures
and Changes in Fund Balances

Governmental Funds

For the Year Ended June 30, 2012

Exhibit C-3

Nonmajor
Major Funds Funds
Other
Highway / General Govern- Total
Public Debt mental Governmental
General Works Service Funds Funds
Revenues
Local Taxes $ 7,626,958 $ 1,561,959 $ 4,559,821 §$ 93,640 $ 13,842,378
Licenses and Permits 38,380 0 0 0 38,380
Fines, Forfeitures, and Penalties 224,384 0 0 75,406 299,790
Charges for Current Services 2,006,144 0 0 1,547,736 3,553,880
Other Local Revenues 70,020 139,532 90,000 161,139 460,691
Fees Received from County Officials 1,272,356 0 0 0 1,272,356
State of Tennessee 1,599,651 2,307,413 692,513 30,654 4,630,231
Federal Government 616,146 230,106 0 359,245 1,205,497
Other Governments and Citizens Groups 122,381 0 300,000 0 422,381
Total Revenues $ 13,576,420 $ 4,239,010 $ 5,642,334 § 2,267,820 $§ 25,725,584
Expenditures
Current:
General Government $ 1,175,384 $ 0$ 0$ 0$ 1,175,384
Finance 862,237 0 0 484,564 1,346,801
Administration of Justice 1,120,452 0 0 43,667 1,164,119
Public Safety 5,699,065 0 0 119,640 5,818,705
Public Health and Welfare 2,685,468 0 0 1,674,313 4,359,781
Social, Cultural, and Recreational Services 301,039 0 0 0 301,039
Agriculture and Natural Resources 171,692 0 0 0 171,692
Other Operations 1,390,977 0 0 11,686 1,402,663
Highways 0 4,354,986 0 0 4,354,986
Debt Service:
Principal on Debt 141,553 178,301 4,164,667 0 4,484,521
Interest on Debt 9,801 14,299 1,817,470 0 1,841,570
Other Debt Service 0 0 78,963 0 78,963
Capital Projects 0 0 0 606,021 606,021
Total Expenditures $ 13,557,668 $ 4,547,586 $ 6,061,100 § 2,939,891 § 27,106,245
Excess (Deficiency) of Revenues
Over Expenditures 3 18,752 § (308,576) $ (418,766) $  (672,071) §  (1,380,661)
Other Financing Sources (Uses)
Bonds Issued $ 0$ 0$ 0$ 297,000 $ 297,000
Capital Leases Issued 185,855 0 0 0 185,855
Insurance Recovery 175,102 1,836 0 0 176,938
Transfers In 0 0 0 50,000 50,000
Transfers Out (50,000) 0 0 0 (50,000)
Total Other Financing Sources (Uses) $ 310,957 $ 1,836 $ 0 $ 347,000 $ 659,793
Net Change in Fund Balances $ 329,709 $ (306,740) $ (418,766) $ (325,071) $ (720,868)
Fund Balance, July 1, 2011 3,133,866 506,795 3,782,712 1,762,447 9,185,820
Fund Balance, June 30, 2012 $ 3,463,575 $ 200,055 $ 3,363,946 $ 1,437,376 $§ 8,464,952

The notes to the financial statements are an integral part of this statement.
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Exhibit C-4

Lawrence County, Tennessee

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

For the Year Ended June 30, 2012

Amounts reported for governmental activities in the statement of activities (Exhibit B) are
different because:

Net change in fund balances - total governmental funds (Exhibit C-3) $ (720,868)

(1) Governmental funds report capital outlays as expenditures. However,
in the statement of activities, the cost of these assets is allocated
over their estimated useful lives and reported as depreciation expense. The
difference between capital outlays and depreciation is itemized as follows:
Add: capital assets purchased in the current period $ 2,127,523
Less: current-year depreciation expense (4,449,417) (2,321,894)

(2) The net effect of various miscellaneous transactions involving
capital assets (sales, trade-ins, and donations) is to decrease net assets. (73,191)

(3) Revenues in the statement of activities that do not provide current
financial resources are not reported as revenues in the funds.
Less: deferred delinquent property taxes and other deferred June 30, 2011 $ (1,765,768)
Add: deferred delinquent property taxes and other deferred June 30, 2012 2,115,479 349,711

(4) The issuance of long-term debt (e.g., bonds, notes, leases) provides
current financial resources to governmental funds, while the repayment
of the principal of long-term debt consumes the current financial
resources of governmental funds. Neither transaction, however, has
any effect on net assets. Also, governmental funds report the effect
of issuance costs, premiums, discounts, and similar items when debt is
first issued, whereas these amounts are deferred and amortized in the
statement of activities. This amount is the effect of these differences
in the treatment of long-term debt and related items:

Less: capital lease proceeds $ (185,855)
Less: bond proceeds (297,000)
Less: change in deferred discount on debt issuance (3,755)
Less: change in deferred debt issuance costs (24,872)
Add: principal payments on bonds 3,505,000
Add: principal payments on notes 659,667
Add: principal payments on capital leases 319,854
Less: change in deferred amount on refunding (3,421) 3,969,618

(5) Some expenses reported in the statement of activities do not require
the use of current financial resources and therefore are not reported
as expenditures in the governmental funds.

Change in accrued interest payable $ 40,969

Change in compensated absences payable (6,011)

Change in other postemployment benefits liability (54,328)

Change in landfill postclosure care costs (3,626) (22,996)
Change in net assets of governmental activities (Exhibit B) $ 1,180,380

The notes to the financial statements are an integral part of this statement.
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Lawrence County, Tennessee
Statement of Fiduciary Net Assets
Fiduciary Funds

June 30, 2012

ASSETS

Cash

Equity in Pooled Cash and Investments
Accounts Receivable

Due from Other Governments

Total Assets

LIABILITIES

Due to Other Taxing Units
Due to Litigants, Heirs, and Others
Due to Joint Ventures

Total Liabilities

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

Exhibit D
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3,864
1,109,403
241

729,669
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729,669
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LAWRENCE COUNTY, TENNESSEE
NOTES TO THE FINANCIAL STATEMENTS
For the Year Ended June 30, 2012

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Lawrence County’s financial statements are presented in accordance with generally
accepted accounting principles (GAAP). The Governmental Accounting Standards
Board (GASB) is responsible for establishing GAAP for state and local governments.

The following are the more significant accounting policies of Lawrence County:

A. Reporting Entity

Lawrence County is a public municipal corporation governed by an elected
18-member board. As required by GAAP, these financial statements present
Lawrence County (the primary government) and its component units. The
component units discussed below are included in the county's reporting entity
because of the significance of their operational or financial relationships with
the county.

Discretely Presented Component Units — The following entities meet the
criteria for discretely presented component units of the county. They are
reported in separate columns in the government-wide financial statements to
emphasize that they are legally separate from the county.

The Lawrence County School Department operates the public school system
in the county, and the voters of Lawrence County elect its board. The School
Department is fiscally dependent on the county because it may not issue debt
without county approval, and its budget and property tax levy are subject to
the County Commission’s approval. The School Department’s taxes are
levied under the taxing authority of the county and are included as part of
the county’s total tax levy.

The Lawrence County Emergency Communications District provides a
simplified means of securing emergency services through a uniform
emergency number for the residents of Lawrence County, and the Lawrence
County Commission appoints its governing body. The district is funded
primarily through a service charge levied on telephone services. Before the
issuance of most debt instruments, the district must obtain the County
Commission’s approval.

The Lawrence County School Department does not issue separate financial
statements from those of the county. Therefore, basic financial statements of
the Lawrence County School Department are included in this report as listed
in the table of contents. Complete financial statements of the Lawrence
County Emergency Communications District can be obtained from its
administrative office at the following address:
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Admainistrative Office:

Lawrence County Emergency
Communications District

233 West Gaines Street

Lawrenceburg, TN 38464-0691

Government-wide and Fund Financial Statements

The government-wide financial statements (i.e., the Statement of Net Assets
and the Statement of Activities) report information on all of the nonfiduciary
activities of the primary government and its component units. For the most
part, the effect of interfund activity has been removed from these statements.
However, when applicable, interfund services provided and used between
functions are not eliminated in the process of consolidation in the Statement
of Activities. Governmental activities are normally supported by taxes and
intergovernmental revenues. Business-type activities, which rely to a
significant extent on fees and charges, are required to be reported separately
from governmental activities in government-wide financial statements.
However, the primary government of Lawrence County does not have any
business-type activities to report. Likewise, the primary government is
reported separately from certain legally separate component units for which
the primary government is financially accountable. The Lawrence County
School Department component unit only reports governmental activities in
the government-wide financial statements.

The Statement of Activities demonstrates the degree to which the direct
expenses of a given function are offset by program revenues. Direct expenses
are those that are clearly identifiable with a specific function. Program
revenues include (1) charges to customers or applicants who purchase, use, or
directly benefit from goods, services, or privileges provided by a given
function and (2) grants and contributions that are restricted to meeting the
operational or capital requirements of a particular function. Taxes and other
items not properly included among program revenues are reported instead as
general revenues.

Lawrence County issues all debt for the discretely presented Lawrence
County School Department. No debt issues were contributed by the county to
the School Department during the year ended June 30, 2012.

Separate financial statements are provided for governmental funds and
fiduciary funds. The fiduciary funds are excluded from the government-wide
financial statements. Major individual governmental funds are reported as
separate columns in the fund financial statements.
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Measurement Focus, Basis of Accounting, and Financial Statement
Presentation

The government-wide financial statements are reported using the economic
resources measurement focus and the accrual basis of accounting, as are the
fiduciary funds financial statements, except for agency funds, which have no
measurement focus. Revenues are recorded when earned, and expenses are
recorded when a liability is incurred, regardless of the timing of related cash
flows. Property taxes are recognized as revenues in the year for which they
are levied. Grants and similar items are recognized as revenue as soon as all
eligibility requirements imposed by the provider have been met.

Fund financial statements of Lawrence County are organized into funds, each
of which is considered to be a separate accounting entity. Each fund is
accounted for by providing a separate set of self-balancing accounts that
constitute its assets, liabilities, fund equity, revenues, and expenditures.
Funds are organized into three major categories: governmental, proprietary,
and fiduciary. An emphasis is placed on major funds within the governmental
category. Lawrence County has no proprietary funds to report.

Separate financial statements are provided for governmental funds and
fiduciary funds. Major individual governmental funds are reported as
separate columns in the fund financial statements. All other governmental
funds are aggregated into a single column on the fund financial statements.
Fiduciary funds in total are reported in a single column.

Governmental fund financial statements are reported using the current
financial resources measurement focus and the modified accrual basis of
accounting. Revenues are recognized as soon as they become both measurable
and available. Revenues are considered to be available when they are
collectible within the current period or soon enough thereafter to pay
liabilities of the current period. For this purpose, the county considers
revenues other than grants to be available if they are collected within 30 days
after year-end. Grants and similar items are recognized as revenue as soon as
all eligibility requirements imposed by the provider have been met and the
revenues are available. Lawrence County considers grants and similar
revenues to be available if they are collected within 60 days after year-end.
Expenditures are generally recognized under the modified accrual basis of
accounting when the related fund liability is incurred. Principal and interest
on long-term debt are recognized as fund liabilities when due or when
amounts have been accumulated in the General Debt Service Fund for
payments to be made early in the following year.

Property taxes for the period levied, in-lieu-of tax payments, sales taxes,
interest, and miscellaneous taxes are all considered to be susceptible to
accrual and have been recognized as revenues of the current period.
Applicable business taxes, litigation taxes, state-shared excise taxes, fines,
forfeitures, and penalties are not susceptible to accrual since they are not
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measurable (reasonably estimable). All other revenue items are considered to
be measurable and available only when the county receives cash.

Fiduciary fund financial statements are reported using the economic resources
measurement focus, except for agency funds, which have no measurement focus,
and the accrual basis of accounting. Revenues are recognized when earned, and
expenses are recorded when a liability is incurred, regardless of the timing of
related cash flows. Grants and similar items are recognized as revenue as soon
as all eligibility requirements imposed by the provider have been met.

Lawrence County reports the following major governmental funds:

General Fund — This is the county’s primary operating fund. It
accounts for all financial resources of the general government, except
those required to be accounted for in another fund.

Highway/Public Works Fund — This special revenue fund accounts
for transactions of the county’s Highway Department. Local and state
gasoline/fuel taxes are the foundational revenues of this fund.

General Debt Service Fund — This fund accounts for the resources
accumulated and payments made for principal and interest on
long-term general obligation debt of governmental funds.

Additionally, Lawrence County reports the following fund types:

Capital Projects Funds — These funds are used to account for the
financial resources to be used for the acquisition or construction of
major capital facilities.

Permanent Fund — The Permanent Fund accounts for two private
gifts received by the county for which the principal amount must
remain intact while interest earned on the principal is to be expended
to benefit Lawrence County’s public library. The interest earned on
the fund’s investments is posted directly to the General Fund.

Agency Funds — These funds account for amounts collected in an
agency capacity by the constitutional officers, local sales taxes
received by the state to be forwarded to the various cities in Lawrence
County, and judicial district drug grants and other revenues held for
the multi-jurisdictional drug task force. Agency funds are custodial in
nature (assets equal liabilities) and do not involve measurement of
results of operations. They do, however, use the accrual basis of
accounting to recognize receivables and payables.

The discretely presented Lawrence County School Department reports the
following major governmental fund:
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General Purpose School Fund — This fund is the primary operating
fund for the School Department. It is used to account for general
operations of the School Department.

Additionally, the Lawrence County School Department reports the following
fund types:

Special Revenue Funds — These funds account for and report the
proceeds of specific revenue sources that are restricted or committed
to expenditure for specified purposes other than debt service or capital
projects.

Capital Projects Fund — The Education Capital Projects Fund is
used to account for the receipt of debt issued by Lawrence County and
contributed to the School Department for building construction and
renovations.

Private-sector standards of accounting and financial reporting issued prior to
December 1, 1989, generally are followed in the government-wide financial
statements to the extent that those standards do not conflict with or
contradict guidance of the Governmental Accounting Standards Board.

Amounts reported as program revenues include (1) charges to customers or
applicants for goods, services, or privileges provided; (2) operating grants and
contributions; and (3) capital grants and contributions. Internally dedicated
resources are reported as general revenues rather than as program revenues.
Likewise, general revenues include all taxes.

Assets, Liabilities, and Net Assets or Equity

1.

Deposits and Investments

State statutes authorize the government to make direct investments
in bonds, notes, or treasury bills of the U.S. government and
obligations guaranteed by the U.S. government or any of its agencies;
deposit accounts at state and federal chartered banks and savings and
loan associations; repurchase agreements; the State Treasurer’s
Investment Pool; bonds of any state or political subdivision rated A or
higher by any nationally recognized rating service; nonconvertible
debt securities of certain federal government sponsored enterprises;
and the county’s own legally issued bonds or notes.

The county trustee maintains a cash and internal investment pool
that is used by all funds and the discretely presented Lawrence
County School Department. Each fund’s portion of this pool is
displayed on the balance sheets or statements of net assets as Equity
in Pooled Cash and Investments. Most income from these pooled
investments is assigned to the General Fund. Lawrence County and
the School Department have adopted a policy of reporting
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U.S. Treasury obligations, U.S. agency obligations, and repurchase
agreements with maturities of one year or less when purchased on the
balance sheet at amortized cost. Certificates of deposit and
investments in the State Treasurer’s Investment Pool are reported at
cost. The State Treasurer’s Investment Pool is not registered with the
Securities and Exchange Commission (SEC) as an investment
company, but nevertheless has a policy that it will, and does, operate
in a manner consistent with the SEC’s Rule 2a7 of the Investment
Company Act of 1940. Rule 2a7 allows SEC-registered mutual funds
to use amortized cost rather than fair value to report net assets to
compute share prices if certain conditions are met. State statutes
require the state treasurer to administer the pool under the same
terms and conditions, including collateral requirements, as prescribed
for other funds invested by the state treasurer. All other investments
are reported at fair value. No investments required to be reported at
fair value were held at the balance sheet date.

Receivables and Payables

Activity between funds for unremitted current collections outstanding
at the end of the fiscal year is referred to as due to/from other funds.

All ambulance, property taxes, and solid waste receivables are shown
with an allowance for uncollectibles. Ambulance and solid waste
receivables allowance for uncollectibles is based on historical collection
data. The allowance for uncollectible property taxes is equal to one
percent of total taxes levied.

Governmental funds report deferred revenue in connection with
receivables for revenues that are not considered to be available to
liquidate liabilities of the current period. Governmental funds also
defer revenue recognition in connection with resources that have been
received, but not yet earned.

Property taxes receivable are recognized as of the date an enforceable
legal claim to the taxable property arises. This date is January 1 and
is referred to as the lien date. However, revenues from property taxes
are recognized in the period for which the taxes are levied, which is
the ensuing fiscal year. Since, the receivable is recognized before the
period of revenue recognition, the entire amount of the receivable, less
an estimated allowance for uncollectible taxes, is reported as deferred
revenue as of June 30.

Property taxes receivable are also reported as of June 30 for the taxes
that are levied, collected, and reported as revenue during the current
fiscal year. These property taxes receivable are presented on the
balance sheet with offsetting deferred revenue to reflect amounts not
available as of June 30. Property taxes collected within 30 days of
year-end are considered available and accrued. The allowance for
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uncollectible taxes represents the estimated amount of the receivable
that will be filed in court for collection. Delinquent taxes filed in court
for collection are not included in taxes receivable since they are
neither measurable nor available.

Property taxes are levied as of the first Monday in October. Taxes
become delinquent and begin accumulating interest and penalty the
following March 1. Suit must be filed in Chancery Court between the
following February 1 to April 1 for any remaining unpaid taxes.
Additional costs attach to delinquent taxes after a court suit has been
filed.

Retainage payable in the School Department’s Education Capital
Projects Fund represents amounts withheld from payments made on
construction contracts pending completion of the projects. These
amounts are held by the county trustee as Equity in Pooled Cash and
Investments in the Education Capital Projects Fund.

Inventories

Inventories of the Lawrence County School Department are recorded
at cost, determined on the first-in, first-out method. Inventories of
governmental funds are recorded as expenditures when consumed
rather than when purchased. Inventories are offset in the
nonspendable fund balance account in governmental funds.

Capital Assets

Governmental funds do not capitalize the cost of capital outlays; these
funds report capital outlays as expenditures upon acquisition.

Capital assets, which include property, plant, equipment, and
infrastructure assets (e.g., roads, bridges, and similar items), are
reported in the governmental column in the government-wide
financial statements. Capital assets are defined by the government as
assets with an initial, individual cost of $10,000 (bridge infrastructure
$50,000) or more and an estimated useful life of more than two years.
Such assets are recorded at historical cost or estimated historical cost
if purchased or constructed. Donated capital assets are recorded at
estimated fair market value at the date of donation.

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

Major outlays for capital assets and improvements are capitalized as
projects are constructed.

Property, plant, equipment, and infrastructure of the primary
government and the discretely presented School Department are
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depreciated using the straight-line method over the following
estimated useful lives:

Assets Years
Buildings and Improvements 25 - 40
Other Capital Assets 5-10
Infrastructure:
Roads 10 - 25
Bridges 25

Compensated Absences

It is the primary government’s policy to permit employees to
accumulate earned but unused vacation and sick pay benefits. There
is no liability for unpaid accumulated sick leave since Lawrence
County does not have a policy to pay amounts when employees
separate from service with the government. All vacation pay is
accrued when incurred in the government-wide financial statements
for the county. A liability for vacation pay is reported in governmental
funds only if amounts have matured, for example, as a result of
employee resignations and retirements.

It is the policy of the discretely presented Lawrence County School
Department to permit central office and bus/building maintenance
employees to earn vacation at the rate of 12 to 18 days per year,
depending upon length of service and length of contract. The policy
provides for employees to carry forward to the next year any unused
annual days not to exceed 20 days. All vacation pay is accrued when
incurred in the government-wide financial statements for the School
Department. A liability for these amounts is reported in governmental
funds only if they have matured, for example, as a result of employee
resignations and retirements.

General policy of the School Department for all professional personnel
(teachers) permits the unlimited accumulation of unused sick leave
days. Noncertified personnel earn one day of sick leave per month
with unlimited accumulation. The granting of sick leave has no
guaranteed payment attached and, therefore, is not required to be
accrued or recorded.

Long-term Obligations

In the government-wide financial statements, long-term debt and
other long-term obligations are reported as liabilities in the applicable
governmental activities Statement of Net Assets. Debt premiums and
discounts, as well as issuance costs, are deferred and amortized over
the life of the debt using the straight-line method. Debt issuance costs

30



are reported as deferred charges and amortized over the term of the
related debt. In refunding transactions, the difference between the
reacquisition price and the net carrying amount of the old debt is
netted against the new debt and amortized over the remaining life of
the refunded debt or the life of the new debt issued, whichever is
shorter.

In the fund financial statements, governmental funds recognize debt
premiums and discounts, as well as debt issuance costs, during the
current period. The face amount of debt issued is reported as other
financing sources. Premiums received on debt issuances are reported
as other financing sources, while discounts on debt issuances are
reported as other financing uses. Issuance costs, whether or not
withheld from the actual debt proceeds received, are reported as debt
service expenditures.

Only the matured portion (the portion that has come due for payment)
of long-term indebtedness, including bonds payable, is recognized as a
liability and expenditure in the governmental fund financial
statements. Liabilities and expenditures for other long-term obligations,
including compensated absences, other postemployment benefits, and
landfill closure/postclosure care costs, are recognized to the extent
that the liabilities have matured (come due for payment) each period.

Net Assets and Fund Equity

In the government-wide financial statements, equity is classified as
net assets and displayed in three components:

a. Invested in capital assets, net of related debt — Consists of capital
assets, including restricted capital assets, net of accumulated
depreciation and reduced by the outstanding balances of any
bonds, mortgages, notes, or other borrowings that are attributable
to the acquisition, construction, or improvement of those assets.

b. Restricted net assets — Consists of net assets with constraints
placed on the use either by (1) external groups such as creditors,
grantors, contributors, or laws or regulations of other governments
or (2) law through constitutional provisions or enabling legislation.

c. Unrestricted net assets — All other net assets that do not meet the
definition of restricted or invested in capital assets, net of related
debt.

As of June 30, 2012, Lawrence County had $21,785,000 in outstanding
debt for capital purposes for the discretely presented Lawrence
County School Department. This debt is a liability of Lawrence
County, but the capital assets acquired are reported in the financial
statements of the School Department. Therefore, Lawrence County
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has incurred a liability significantly decreasing its unrestricted net
assets with no corresponding increase in the county’s capital assets.

It is the county’s policy that restricted amounts would be reduced first
followed by unrestricted amounts when expenditures are incurred for
purposes for which both restricted and unrestricted fund balance is
available. Also, it is the county’s policy that committed amounts would
be reduced first, followed by assigned amounts, and then unassigned
amounts when expenditures are incurred for purposes for which
amounts in any of these unrestricted fund balance classifications could
be used.

In the fund financial statements, governmental funds report fund
balance in classifications that comprise a hierarchy based primarily on
the extent to which the government is bound to honor constraints on
the specific purposes for which amounts in these funds can be spent.
These classifications may consist of the following:

Nonspendable Fund Balance — includes amounts that cannot
be spent because they are either (a) not in spendable form or
(b) legally or contractually required to be maintained intact.

Restricted Fund Balance — includes amounts that have
constraints placed on the use of the resources that are either
(a) externally imposed by creditors, grantors, contributors or
laws and regulations of other governments or (b) imposed by
law through constitutional provisions or enabling legislation.

Committed Fund Balance — includes amounts that can only be
used for specific purposes pursuant to constraints imposed by
formal resolutions of the County Commission, the county’s
highest level of decision-making authority and the Board of
Education, the School Department’s highest level of
decision-making authority.

Assigned Fund Balance - includes amounts that are
constrained by the county’s intent to be used for specific
purposes, but are neither restricted nor committed (excluding
stabilization arrangements). The County Commission has
authorized the county’s Budget Committee to make
assignments for the general government. The Board of
Education makes assignments for the School Department.

Unassigned Fund Balance — the residual classification of the
General and General Purpose School funds. This classification
represents fund balance that has not been assigned to other
funds and that has not been restricted, committed, or assigned
to specific purposes within the General and General Purpose
School fund
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II. RECONCILIATION OF GOVERNMENT-WIDE AND FUND FINANCIAL
STATEMENTS

A.

Explanation of certain differences between the governmental fund
balance sheet and the government-wide Statement of Net Assets

Primary Government

Exhibit C-2 includes explanations of the nature of individual elements of
items required to reconcile the balance sheet of governmental funds with the
government-wide Statement of Net Assets.

Discretely Presented Lawrence County School Department

Exhibit I-3 includes explanations of the nature of individual elements of
items required to reconcile the balance sheet of governmental funds with the
government-wide Statement of Net Assets.

Explanation of certain differences between the governmental fund
Statement of Revenues, Expenditures, and Changes in Fund Balances

and the government-wide Statement of Activities

Primary Government

Exhibit C-4 includes explanations of the nature of individual elements of
items required to reconcile the net change in fund balances — total
governmental funds with the change in net assets of governmental activities
reported in the government-wide Statement of Activities.

Discretely Presented Lawrence County School Department

Exhibit I-5 includes explanations of the nature of individual elements of
items required to reconcile the net change in fund balances — total
governmental funds with the change in net assets of governmental activities
reported in the government-wide Statement of Activities.

III. STEWARDSHIP, COMPLIANCE, AND ACCOUNTABILITY

A.

Budgetary Information

Annual budgets are adopted on a basis consistent with generally accepted
accounting principles (GAAP) for all governmental funds except the District
Attorney General Fund (special revenue fund) and the Constitutional Officers
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- Fees Fund (special revenue fund), which are not budgeted, and the capital
projects funds, which adopt a project length budget. All annual
appropriations lapse at fiscal year end.

The county is required by state statute to adopt annual budgets. Annual
budgets are prepared on the basis in which current available funds must be
sufficient to meet current expenditures. Expenditures and encumbrances
may not legally exceed appropriations authorized by the County Commission
and any authorized revisions. Unencumbered appropriations lapse at the end
of each fiscal year.

The budgetary level of control is at the major category level established by
the County Uniform Chart of Accounts, as prescribed by the Comptroller of
the Treasury of the State of Tennessee. Major categories are at the
department level (examples of General Fund major categories: County
Commission, Beer Board, County Mayor/Executive, County Attorney, etc.).
Management may make revisions within major categories, but only the County
Commission may transfer appropriations between major categories. During
the year, several supplementary appropriations were necessary.

The county's budgetary basis of accounting is consistent with GAAP, except
instances in which encumbrances are treated as budgeted expenditures. The
difference between the budgetary basis and GAAP basis is presented on the
face of each budgetary schedule.

At June 30, 2012, the Lawrence County School Department reported the
following significant encumbrances:

Fund Description Amount
Major Fund:
General Purpose School Custodial Supplies $ 93,045
" Tires 35,075

Appropriations Exceeded Estimated Available Funding

The budget and subsequent amendments approved by the County
Commission for the Drug Control Fund resulted in appropriations exceeding
estimated available funding by $25,128. Sound budgetary principles dictate
that appropriations be held within estimated available funding.

Expenditures Exceeded Appropriations

Expenditures exceeded appropriations approved by the County Commission
in the following funds’ major appropriation categories (the legal level of
control):
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Amount

Fund/Major Appropriation Category Overspent
General:
Transfers Out $ 14,748
Highway/Public Works:
Principal on Debt - Highway and Streets 43

Expenditures that exceed appropriations are a violation of state statutes.
These expenditures in excess of appropriations were funded by available fund
balances.

The County Had Deposits Exposed to Custodial Credit Risk

The trustee did not require a depository holding county funds in interest
bearing accounts to pledge adequate securities to protect funds that exceeded
Federal Deposit Insurance Corporation (FDIC) coverage. At December 31, 2011,
deposits at one depository exceeded FDIC coverage by $334,695.
Section 5-8-201, Tennessee Code Annotated, provides for county officials to
require any bank that is a depository of county funds to deposit in an escrow
account in a second bank collateral security equal to 105 percent of funds
exceeding FDIC coverage into an escrow account in a second bank.

IV. DETAILED NOTES ON ALL FUNDS

A.

Deposits and Investments

Lawrence County and the discretely presented Lawrence County School
Department participate in an internal cash and investment pool through the
Office of Trustee. The county trustee is the treasurer of the county and in this
capacity is responsible for receiving, disbursing, and investing most county
funds. Each fund's portion of this pool is displayed on the balance sheets or
statements of net assets as Equity in Pooled Cash and Investments. Cash
reflected on the balance sheets or statements of net assets represents
nonpooled amounts held separately by individual funds.

Deposits

Legal Provisions. All deposits with financial institutions must be secured
by one of two methods. One method involves financial institutions that
participate in the bank collateral pool administered by the state treasurer.
Participating banks determine the aggregate balance of their public fund
accounts for the State of Tennessee and its political subdivisions. The amount
of collateral required to secure these public deposits must equal at least
105 percent of the average daily balance of public deposits held. Collateral
securities required to be pledged by the participating banks to protect their
public fund accounts are pledged to the state treasurer on behalf of the bank
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collateral pool. The securities pledged to protect these accounts are pledged
in the aggregate rather than against each account. The members of the pool
may be required by agreement to pay an assessment to cover any deficiency.
Under this additional assessment agreement, public fund accounts covered by
the pool are considered to be insured for purposes of credit risk disclosure.

For deposits with financial institutions that do not participate in the bank
collateral pool, state statutes require that all deposits be collateralized with
collateral whose market value is equal to 105 percent of the uninsured
amount of the deposits. The collateral must be placed by the depository bank
in an escrow account in a second bank for the benefit of the county.

Investments

Legal Provisions. Counties are authorized to make direct investments in
bonds, notes, or treasury bills of the U.S. government and obligations
guaranteed by the U.S. government or any of its agencies; deposits at state
and federal chartered banks and savings and loan associations; bonds of any
state or political subdivision rated A or higher by any nationally recognized
rating service; nonconvertible debt securities of certain federal government
sponsored enterprises; and the county’s own legally issued bonds or notes.
These investments may not have a maturity greater than two years. The
county may make investments with longer maturities if various restrictions
set out in state law are followed. Counties are also authorized to make
investments in the State Treasurer’s Investment Pool and in repurchase
agreements. Repurchase agreements must be approved by the state
Comptroller’s Office and executed in accordance with procedures established
by the State Funding Board. Securities purchased under a repurchase
agreement must be obligations of the U.S. government or obligations
guaranteed by the U.S. government or any of its agencies. When repurchase
agreements are executed, the purchase of the securities must be priced at
least two percent below the fair value of the securities on the day of purchase.

The county had no pooled and nonpooled investments as of June 30, 2012.

Notes Receivable

Notes receivable in the Industrial/Economic Development Fund resulted from
financing a project for the Lawrenceburg-Lawrence County Airport (Joint
Venture). The amount of the note that is not expected to be collected within
one year is $107,512 and is offset by committed fund balance.

Capital Assets

Capital assets activity for the year ended June 30, 2012, was as follows:
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Primary Government

Governmental Activities:

Balance Balance
7-1-11 Increases Decreases 6-30-12

Capital Assets Not

Depreciated:
Land $ 1,009,453 $ 03 03 1,009,453
Construction in

Progress 0 307,301 0 307,301
Total Capital Assets

Not Depreciated $ 1,009,453 $ 307,301 $ 09 1,316,754
Capital Assets Depreciated:
Buildings and

Improvements $ 24,780,284 $ 249,304 $ 0 $ 25,029,588
Infrastructure 75,536,691 1,167,599 0 76,704,290
Other Capital Assets 9,511,160 403,319 489,399 9,425,080
Total Capital Assets

Depreciated $ 109,828,135 $§ 1,820,222 $ 489,399 $ 111,158,958
Less Accumulated

Depreciation For:
Buildings and

Improvements $ 3,216,311 $ 629,299 $ (VR 3,845,610
Infrastructure 38,896,527 3,187,125 0 42,083,652
Other Capital Assets 6,858,329 632,993 416,208 7,075,114
Total Accumulated

Depreciation $ 48,971,167 $ 4,449,417 $ 416,208 $ 53,004,376
Total Capital Assets

Depreciated, Net $ 60,856,968 $ (2,629,195) $ 73,191 $§ 58,154,582
Governmental Activities

Capital Assets, Net $ 61,866,421 $ (2,321,894) $ 73,191 $ 59,471,336

Depreciation expense was charged to functions of the primary government as
follows:
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Governmental Activities:

General Government $ 171,749
Finance 5,687
Adminstration of Justice 16,035
Public Safety 603,147
Public Health and Welfare 155,489
Social, Cultural, and Recreational Services 50,773
Agriculture and Natural Resources 1,265
Other Operations 128
Highways 3,445,244
Total Depreciation Expense - Governmental Activities $ 4,449,417

Discretely Presented Lawrence County School Department

Governmental Activities:

Balance Balance
7-1-11 Increases Decreases 6-30-12

Capital Assets Not

Depreciated:
Land $ 676,454 $ 0$ 0$ 676,454
Construction in Progress 56,967 882,800 250,326 689,441
Total Capital Assets

Not Depreciated $ 733,421 $ 882,800 $ 250,326 $ 1,365,895
Capital Assets Depreciated:
Buildings and

Improvements $ 61,280,329 $ 647,374 $§ 52,491 $ 61,875,212
Other Capital Assets 11,561,608 1,258,236 245,734 12,574,110
Total Capital Assets

Depreciated $ 72,841,937 $§ 1,905,610 $§ 298,225 $ 74,449,322
Less Accumulated

Depreciation For:
Buildings and

Improvements $ 21,737,098 $ 1,566,777 $ 30,505 $ 23,273,370
Other Capital Assets 7,808,300 658,198 245,734 8,220,764
Total Accumulated

Depreciation $ 29,545,398 § 2224975 $§ 276,239 $ 31,494,134
Total Capital Assets

Depreciated, Net $ 43,296,539 $§ (319,365) $ 21,986 $ 42,955,188
Governmental Activities

Capital Assets, Net $ 44,029,960 $ 563,435 $§ 272,312 $ 44,321,083

Depreciation expense was charged to functions of the discretely presented
Lawrence County School Department as follows:
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Governmental Activities:

Instruction $ 1,476,100
Support Services 573,433
Operation of Non-Instructional Services 175,442

Total Depreciation Expense -
Governmental Activities $ 2,224,975

Construction Commitments

At June 30, 2012, the discretely presented Lawrence County School
Department had uncompleted construction contracts of approximately
$240,370 in the General Purpose School Fund for various renovations.
Funding has been received for these future expenditures.

Interfund Transfers

Interfund Transfers:

Interfund transfers for the year ended June 30, 2012, consisted of the
following amounts:

Primary Government

Transfer In

Nonmajor
Governmental
Transfer Out Fund
General Fund $ 50,000

Discretely Presented Lawrence County School Department

Transfer In

General
Purpose
School
Transfer Out Fund
School Federal Projects Fund $ 21,257

Transfers are used to move revenues from the fund that statute or budget
requires to collect them to the fund that statute or budget requires to expend
them and to use unrestricted revenues collected in the General Fund to
finance various programs accounted for in other funds in accordance with
budgetary authorizations.
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Capital Leases

On September 14, 2009, Lawrence County entered into a three-year
lease-purchase agreement for three ambulances. The terms of the agreement
require total lease payments of $280,500 plus interest of 4.947 percent.
Titles to the ambulances transfer to Lawrence County at the end of the
lease period. The lease payments are made from the General Fund.

On June 1, 2010, Lawrence County entered into a five-year lease-purchase
agreement for a road reclaimer/mixer. The terms of the agreement require
total lease payments of $367,000 plus interest of 2.951 percent. Title to the
equipment transfers to Lawrence County at the end of the lease period. The
lease payments are made from the Highway/Public Works Fund.

On May 30, 2012, Lawrence County entered into a two-year lease-purchase
agreement for five patrol cars. The terms of the agreement require total
lease payments of $185,855 plus interest of 5.75 percent. Titles to the
vehicles transfer to Lawrence County at the end of the lease period. The
lease payments are made from the General Fund.

The assets acquired through capital leases are as follows:

Governmental
Assets Activities
Machinery and Equipment $ 367,000
Less: Accumulated Depreciation (151,082)
Vehicles 466,355
Less: Accumulated Depreciation (155,591)
Total Book Value 3 526,682

Future minimum lease payments and the net present value of these
minimum lease payments as of June 30, 2012, were as follows:

Year Ending Governmental
June 30 Funds

2013 $ 206,867
2014 131,772
2015 131,773
Total Minimum Lease Payments $ 470,412
Less: Amount Representing Interest (26,990)

Present Value of Minimum
Lease Payments $ 443,422
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Long-term Debt

Primary Government

General Obligation Bonds and Notes

The county issues general obligation bonds to provide funds for the
acquisition and construction of major capital facilities. In addition, general
obligation bonds have been issued to refund other general obligation bonds.
Capital outlay notes are also issued to fund capital facilities and other capital
outlay purchases, such as equipment.

General obligation bonds and capital outlay notes are direct obligations and
pledge the full faith and credit of the government. General obligation bonds
and capital outlay notes outstanding were issued for original terms of up to
38 years for bonds and 12 years for notes. Repayment terms are generally
structured with increasing amounts of principal maturing as interest
requirements decrease over the term of the debt. All bonds and notes
included in long-term debt as of June 30, 2012, will be retired from the
General Debt Service Fund.

General obligation bonds, capital outlay notes, and capital leases outstanding
as of June 30, 2012, for governmental activities are as follows:

Original
Interest Final Amount Balance
Type Rate Maturity of Issue 6-30-12
General Obligation Bonds 3.375t0 4.28 % 6-21-50 $ 34,707,000 $ 28,892,000
General Obligation Bonds -
Refunding 2.599 to 3.79 10-1-34 30,750,000 15,560,000
Capital Outlay Notes 1.55 to 4.125 6-1-14 6,574,000 1,404,333
Capital Leases 2.951 to 5.75 6-15-15 833,355 443,422

The annual requirements to amortize all general obligation bonds and notes
outstanding as of June 30, 2012, including interest payments, are presented
in the following tables:
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Year Ending Bonds

June 30 Principal Interest Total
2013 $ 3,633,962 § 1,629,576 5,263,538
2014 3,029,096 1,517,367 4,546,463
2015 2,929,234 1,415,446 4,344,680
2016 3,024,377 1,312,694 4,337,071
2017 2,694,525 1,193,948 3,888,473
2018-2022 10,730,021 4,657,318 15,387,339
2023-2027 7,834,537 3,007,545 10,842,082
2028-2032 6,044,870 1,636,253 7,681,123
2033-2037 4,386,165 563,467 4,949,632
2038-2042 48,598 21,333 69,931
2043-2047 57,370 12,561 69,931
2048-2050 39,245 2,676 41,921
Total $ 44,452,000 $ 16,970,184 $ 61,422,184
Year Ending Notes

June 30 Principal Interest Total
2013 $ 684,667 $ 43,899 $ 728,566
2014 719,666 17,946 737,612
Total $ 1,404,333 $ 61,845 $§ 1,466,178

There 1s $3,363,946 available in the General Debt Service Fund to service
long-term debt. Bonded debt per capita totaled $1,062, based on the
2010 federal census. Debt per capita, including bonds, notes, and capital
leases totaled $1,106, based on the 2010 federal census.

Changes in Long-term Liabilities

Long-term liability activity for the year ended June 30, 2012, was as follows:

Governmental Activities:

Capital

Bonds Notes Leases
Balance, July 1, 2011 $ 47,660,000 $ 2,064,000 $ 577,421
Additions 297,000 0 185,855
Reductions (3,505,000) (659,667) (319,854)
Balance, June 30, 2012 $ 44,452,000 $ 1,404,333 $ 443,422
Balance Due Within One Year $ 3,633,962 $ 684,667 $ 196,056
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Governmental Activities (Cont.)

Landfill Other
Compensated Postclosure Postemployment
Absences Care Costs Benefits
Balance, July 1, 2011 $ 618,426 $ 1,107,620 $ 221,941
Additions 648,001 14,326 66,455
Reductions (641,990) (10,700) (12,127)
Balance, June 30, 2012 3$ 624,437 $ 1,111,246 $ 276,269
Balance Due Within One Year $ 624,437 $ 12,000 $ 0

Analysis of Noncurrent Liabilities Presented on Exhibit A:

Total Noncurrent Liabilities, June 30, 2012 $ 48,311,707
Less: Due Within One Year (5,151,122)
Less: Unamortized Discount on Debt (70,968)
Less: Deferred Amount on Refunding (18,488)

Noncurrent Liabilities - Due in
More Than One Year - Exhibit A $ 43,071,129

Compensated absences and other postemployment benefits will be paid from
the employing funds, primarily the General and Highway/Public Works
funds. Landfill postclosure costs will be paid from the Solid Waste/Sanitation
Fund.

Discretely Presented Lawrence County School Department

Changes in Long-term Liabilities

Long-term liability activity for the discretely presented Lawrence County
School Department for the year ended June 30, 2012, was as follows:
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Governmental Activities:

Other
Compensated Postemployment
Absences Benefits

Balance, July 1, 2011 $ 53,776 $ 4,666,344
Additions 65,893 2,334,706
Reductions (52,770) (747,086)
Balance, June 30, 2012 $ 66,3899 $ 6,254,464
Balance Due Within One Year $ 53,394 $ 0
Analysis of Noncurrent Liabilities Presented on Exhibit A:
Total Noncurrent Liabilities, June 30, 2012 $ 6,321,363
Less: Balance Due Within One Year (53,394)
Noncurrent Liabilities - Due in

More Than One Year - Exhibit A $ 6,267,969

Compensated absences and other postemployment benefits will be paid from
the employing funds, primarily the General Purpose School and School
Federal Projects funds.

On-Behalf Payments - Primary Government and Discretely
Presented Lawrence County School Department

Primary Government

The State of Tennessee pays health insurance premiums for retired
employees on-behalf of Lawrence County. These payments are made by the
state to the Medicare Supplement Plan. This plan is administered by the
State of Tennessee and reported in the state’s Comprehensive Annual
Financial Report. Payments by the state to the Medicare Supplement Plan
for the year ended June 30, 2012, were $129. The county has recognized
these on-behalf payments as revenues and expenditures in the General Fund.

Discretely Presented Lawrence County School Department

The State of Tennessee pays health insurance premiums for retired teachers
on-behalf of the Lawrence County School Department. These payments are
made by the state to the Local Education Group Insurance Plan and the
Medicare Supplement Plan. Both of these plans are administered by the
State of Tennessee and reported in the state’s Comprehensive Annual
Financial Report. Payments by the state to the Local Education Group
Insurance Plan and the Medicare Supplement Plan for the year ended
June 30, 2012, were $281,949 and $46,848, respectively. The School
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Department has recognized these on-behalf payments as revenues and
expenditures in the General Purpose School Fund.

Short-term Debt

Lawrence County issued tax anticipation notes in advance of property tax
collections and deposited the proceeds in the Highway/Public Works Fund.
These notes were necessary because funds were not available to meet
operating expenses coming due before current tax collections. Short-term
debt activity for the year ended June 30, 2012, was as follows:

Balance Balance
7-1-11 Issued Paid 6-30-12
Tax Anticipation Notes $ 0 $ 450,000 $ (450,000) $ 0

V. OTHER INFORMATION

A.

Risk Management

Primary Government

The county is exposed to various risks related to general liability, property,
and casualty losses. The county decided it was more economically feasible to
join a public entity risk pool instead of purchasing commercial insurance for
general liability, property, and casualty coverage. The county joined the
Local Government Property and Casualty Fund (LGPCF), which is a public
entity risk pool established by the Tennessee County Services Association, an
association of member counties. The county pays an annual premium to the
LGPCF for its general liability, property, and casualty insurance coverage.
The creation of the LGPCF provides for it to be self-sustaining through
member premiums. The LGPCF reinsures through commercial insurance
companies for claims exceeding $100,000 for each insured event.

The county continues to carry commercial insurance for all other risks of loss.
Settled claims have not exceeded commercial insurance coverage in any of the
past three fiscal years.

Lawrence County does not have a formal workers’ compensation plan. The
county is self-insured for risks associated with workers’ compensation claims
due to on-the-job injuries up to a limit of $25,000 per claim and has
purchased an occupational accident commercial insurance policy to cover
claims over $25,000 per occurrence and up to $2,000,000 per accident. This
policy does not limit the county’s liability should occupational-related
lawsuits be filed. Each county department pays a prorated share of the
commercial insurance policy premiums, as well as an amount equal to the
specific medical claims and wages for employees of their respective
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departments, from their appropriate funds. Settled claims have not exceeded
the county’s coverage in any of the past three fiscal years.

Lawrence County participates in the Local Government Group Insurance
Fund (LGGIF), a public entity risk pool established to provide a program of
health insurance coverage for employees of local governments and
quasi-governmental entities that was established for the primary purpose of
providing services for or on behalf of state and local governments. In
accordance with Section 8-27-207, Tennessee Code Annotated, all local
governments and quasi-governmental entities described above are eligible to
participate. The LGGIF is included in the Comprehensive Annual Financial
Report of the State of Tennessee, but the state does not retain any risk for
losses by this fund. The state statute provides for the LGGIF to be
self-sustaining through member premiums.

Discretely Presented Lawrence County School Department

Effective July 1, 2010, the School Department purchased commercial
insurance coverage for general liability, property, casualty, and workers’
compensation insurance coverage. Settled claims have not exceeded the
commercial insurance coverage in any of the past two fiscal years.

The discretely presented Lawrence County School Department participates in
the Local Education Group Insurance Fund (LEGIF), a public entity risk pool
established to provide a program of health insurance coverage for employees
of local education agencies. In accordance with Section 8-27-301, Tennessee
Code Annotated (TCA), all local education agencies are eligible to participate.
The LEGIF is included in the Comprehensive Annual Financial Report of the
State of Tennessee, but the state does not retain any risk for losses by this
fund. Section 8-27-303, T'CA, provides for the LEGIF to be self-sustaining
through member premiums.

Subsequent Events

On August 10, 2012, the General Debt Service Fund issued a $400,000 tax
anticipation note to the Highway/Public Works Fund for temporary operating
funds.

On December 18, 2012, Lawrence County issued $2,750,000 in general
obligation public improvement bonds.

Contingent Liabilities

The county is involved in several pending lawsuits. The county attorney has
not responded to requests to provide estimates of the potential claims not
covered by insurance. However, management believes that any claims
resulting from such litigation would not materially affect the county’s
financial statements.
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Change in Administration

Carla Burden left the Office of Purchasing Agent on May 31, 2012. The
Lawrence County Commission appointed Susan Luna on June 26, 2012, and
she started work on July 23, 2012.

Landfill Closure/Postclosure Care Costs

Lawrence County has an active permit on file with the state Department of
Environment and Conservation for a sanitary landfill. The county has
provided financial assurances for estimated postclosure liabilities as required
by the State of Tennessee. These financial assurances are on file with the
Department of Environment and Conservation.

State and federal laws and regulations require the county to place a final
cover on its sanitary landfill site when it stops accepting waste and to
perform certain maintenance and monitoring functions at the site for
30 years after closure. Although closure and postclosure care costs will be
paid only near or after the date that the landfill stops accepting waste, the
county reports a portion of these closure and postclosure care costs as an
operating expense in each period based on landfill capacity used as of each
balance sheet date. Lawrence County closed its sanitary landfill in 2001. The
$1,111,246 reported as postclosure care liability at June 30, 2012, represents
amounts based on what it would cost to perform all postclosure care in 2012.
Actual costs may be higher due to inflation, changes in technology, or
changes in regulations.

Joint Ventures

Lawrence County and the City of Lawrenceburg jointly operate the
Lawrenceburg-Lawrence County Airport. A six-member board, including
three appointees from the county and three from the city, governs the
Lawrenceburg-Lawrence County Airport. Lawrence County has control over
budgeting and financing the joint venture only to the extent of representation
by the three members appointed. Lawrence County contributed $60,000 to
the operations of the joint venture during the year ended June 30, 2012.

The Lawrence County Joint Economic Development Board is a joint venture
between Lawrence County, the City of Loretto, and the City of Lawrenceburg.
The board comprises the county executive, the mayors of the cities of Loretto
and Lawrenceburg, and 11 additional members representing county and city
governments, private citizens, industry, and business. The purpose of the
board i1s to foster communication and facilitate economic and community
development between and among governmental entities, industry, and
private citizens. The county and cities will provide the majority of funding for
the board based on the percentage of their population compared to the total
census of the county. Lawrence County contributed $138,427 to the
Lawrence County Joint Economic Development Board during the year ended
June 30, 2012.
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Lawrence County does not retain an equity interest in either of the
above-noted joint ventures.

Complete financial statements for the Lawrenceburg-Lawrence County
Airport and the Lawrence County Joint Economic Development Board can be
obtained from their respective administrative offices at the following
addresses:

Administrative Offices:

Lawrenceburg-Lawrence County Airport
4110 Airport Road
Lawrenceburg, TN 38464

Lawrence County Joint Economic Development Board
Lawrence County Executive

240 West Gaines Street

Lawrenceburg, TN 38464

Jointly Governed Organization

Lawrence County, in conjunction with Giles and Maury counties, created the
Tennessee Southern Railroad Authority (TSRA). The TSRA’s board includes
the Lawrence County Executive and county executive/mayor of Giles and
Maury counties, a representative appointed by the respective County
Commissions from each of the three counties, and a representative from the
cities of Mt. Pleasant and Lawrenceburg. However, the counties and cities do
not have any ongoing financial interest or responsibility for the entity. The
majority of TSRA’s funding is received from various grants from the
Tennessee Department of Transportation. Lawrence County did not
appropriate any funds to the authority for the year ended June 30, 2012.

Retirement Commitments
1. Tennessee Consolidated Retirement System (TCRS)
Plan Description

General Employees

Employees of Lawrence County 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.
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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, Chapters
34-37 of Tennessee Code Annotated. State statutes are amended by
the Tennessee General Assembly. Political subdivisions such as
Lawrence County 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.

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 the Tennessee
Treasury Department, Consolidated Retirement System, 10th Floor,
Andrew Jackson Building, Nashville, TN 37243-0230 or can be
accessed at http://www.tn.gov/treasury/tcrs/PS/.

Public Library Employees

Employees of Lawrence County Public Library are members of
the DPolitical 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 ten 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 ten 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,
Chapters 34-37 of Tennessee Code Annotated. State statutes are
amended by the Tennessee General Assembly. Political subdivisions
such as the library 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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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 the Tennessee
Treasury Department, Consolidated Retirement System, 10th Floor,
Andrew Jackson Building, Nashville, TN 37243-0230 or can be
accessed at http://www.tn.gov/treasury/tcrs/PS/.

Funding Policy

General Emplovees

The county requires employees to contribute five percent of their
earnable compensation to the plan. The county is required to
contribute at an actuarially determined rate; the rate for the fiscal
year ended June 30, 2012, was 9.88 percent of annual covered payroll.
The contribution requirement of plan members is set by state statute.
The contribution requirement for the county is established and may be
amended by the TCRS Board of Trustees.

Public Library Employees

The library requires employees to contribute five percent of their
earnable compensation to the plan. The library is required to
contribute at an actuarially determined rate; the rate for the fiscal
year ended June 30, 2012, was 2.41 percent of annual covered payroll.
The contribution requirement of plan members is set by state statute.
The contribution requirement for the library is established and may
be amended by the TCRS Board of Trustees.

Annual Pension Cost

General Emplovees

For the year ended June 30, 2012, the county’s annual pension cost of
$1,329,766 to TCRS was equal to the county’s required and actual
contributions. The required contribution was determined as part of
the July 1, 2009, 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
three percent annual rate of inflation, (c) 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), (d) projected 3.5 percent annual increase in the Social
Security wage base, and (e) projected post retirement increases of
2.5 percent annually. 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 ten-year period. The county’s
unfunded actuarial accrued liability is being amortized as a level
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dollar amount on a closed basis. The remaining amortization period
at July 1, 2009, was nine years. An actuarial valuation was performed
as of July 1, 2011, which established contribution rates effective
July 1, 2012.

Trend Information

Fiscal Annual Percentage Net
Year Pension of APC Pension
Ended Cost (APC) Contributed Obligation
6-30-12 $1,329,766 100% $0
6-30-11 1,106,831 100 0
6-30-10 1,318,429 100 0

Public Library Employees

For the year ended June 30, 2012, the library’s annual pension cost of
$2,980 to TCRS was equal to the library’s required and actual
contributions. The required contribution was determined as part of
the dJuly 1, 2009, 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
three percent annual rate of inflation, (c) 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), (d) projected 3.5 percent annual increase in the Social
Security wage base, and (e) projected post retirement increases of
2.5 percent annually. 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 ten-year period. The library’s
unfunded actuarial accrued liability is being amortized as a level
dollar amount on a closed basis. The remaining amortization period
at July 1, 2009, was 12 years. An actuarial valuation was performed
as of July 1, 2011, which established contribution rates effective
July 1, 2012.

Trend Information
Fiscal Annual Percentage Net

Year Pension of APC Pension
Ended Cost (APC) Contributed Obligation

6-30-12 $2,980 100% $0
6-30-11 12,385 100 0
6-30-10 3,144 100 0
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Funded Status and Funding Progress

General Emplovees

As of July 1, 2011, the most recent actuarial valuation date, the plan
was 89.88 percent funded. The actuarial accrued liability for benefits
was $36.57 million, and the actuarial value of assets was
$32.87 million, resulting in an unfunded actuarial accrued liability
(UAAL) of $3.7 million. The covered payroll (annual payroll of active
employees covered by the plan) was $13.58 million, and the ratio of
the UAAL to the covered payroll was 27.26 percent.

The Schedule of Funding Progress, presented as required
supplementary information following the notes to the financial
statements, presents multi-year trend information about whether the
actuarial values of plan assets are increasing or decreasing over time
relative to the actuarial accrued liability for benefits.

Public Library Employees

As of July 1, 2011, the most recent actuarial valuation date, the plan
was 100 percent funded. The actuarial accrued liability for benefits
was $.64 million, and the actuarial value of assets was $.64 million,
resulting in an unfunded actuarial accrued liability (UAAL) of
zero. The covered payroll (annual payroll of active employees covered
by the plan) was $.13 million, and the ratio of the UAAL to the
covered payroll was zero percent.

The Schedule of Funding Progress, presented as required
supplementary information following the notes to the financial
statements, presents multi-year trend information about whether the
actuarial values of plan assets are increasing or decreasing over time
relative to the actuarial accrued liability for benefits.

SCHOOL TEACHERS
Plan Description

The Lawrence County School Department contributes to the State
Employees, Teachers, and Higher Education Employees Pension Plan
(SETHEEPP), a cost-sharing 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 to plan members and their beneficiaries.
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 who are at least 55 years of age or have 25 years of
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service. 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 plan on or after
July 1, 1979, are vested after five years of service. Members joining
prior to July 1, 1979, are vested after four years of service. Benefit
provisions are established in state statute found in Title 8, Chapters
34-37 of Tennessee Code Annotated. State statutes are amended by the
Tennessee General Assembly. A cost of living adjustment (COLA) is
provided to retirees each July based on the percentage change in the
Consumer Price Index (CPI) during the previous calendar year. No
COLA 1is granted if the CPI increases less than one-half percent. The
annual COLA is capped at three percent.

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

Funding Policy

Most teachers are required by state statute to contribute five percent
of salary to the plan. The employer contribution rate for the School
Department is established at an actuarially determined rate. The
employer rate for the fiscal year ended June 30, 2012, was
9.05 percent of annual covered payroll. The employer contribution
requirement for the School Department is established and may be
amended by the TCRS Board of Trustees. The employer’s
contributions to TCRS for the years ended June 30, 2012, 2011, and
2010, were $2,196,734, $2,148,270, and $1,487,423, respectively, equal
to the required contributions for each year.

Deferred Compensation

Lawrence County offers its employees a deferred compensation plan
established pursuant to IRC Section 457 and the Lawrence County
School Department offers its employees a deferred compensation plan
established pursuant to IRC Section 403(b). All costs of administering
and funding these programs are the responsibility of plan
participants. The Section 403(b) and Section 457 plan assets remain
the property of the contributing employees and are not presented in
the accompanying financial statements. IRC Sections 403(b) and 457
establish participation, contribution, and withdrawal provisions for
the plans.
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Other Postemployment Benefits (OPEB)

Plan Description

Lawrence County and the Lawrence County School Department participate
in the state-administered Local Government Group Insurance Plan and the
Local Education Group Insurance Plan for healthcare benefits. For
accounting purposes, the plans are agent multiple-employer defined benefit
OPEB plans. Benefits are established and amended by an insurance
committee created by Section 8-27-302, Tennessee Code Annotated (TCA), for
teachers and Section 8-27-207, TCA, for local governments. Prior to reaching
the age of 65, all members have the option of choosing between the standard
or partnership preferred provider organization (PPO) plan for healthcare
benefits. Subsequent to age 65, members who are also in the state’s
retirement system may participate in a state-administered Medicare
Supplement Plan that does not include pharmacy. The plans are reported in
the State of Tennessee Comprehensive Annual Financial Report (CAFR). The
CAFR is available on the state’s website at http:/tn.gov/finance/act/cafr.html.

Funding Policy

The premium requirements of the plan members are established and may be
amended by the insurance committee. The plans are self-insured and
financed on a pay-as-you-go basis with the risk shared equally among the
participants. Claims liabilities of the plan are periodically computed using
actuarial and statistical techniques to establish premium rates. The
employers in each plan develop their own contribution policy in terms of
subsidizing active employees or retired employees’ premiums since the
committee is not prescriptive on that issue. The state does not provide a
subsidy for local government participants; however, the state does provide a
partial subsidy to Local Education Agency pre-65 teachers and a full subsidy
based on years of service for post-65 teachers in the Medicare Supplement
Plan. Retirees’ contributions vary depending on the insurance options they
select, ranging from $49 to $423 per month. During the year ended
June 30, 2012, Lawrence County and the School Department recognized
expenditures of $12,127 and $747,086, respectively, for postemployment
health care during the year ended June 30, 2012.
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Annual OPEB Cost and Net OPEB Obligation

Local Local
Education Government
Group Group
Plan Plan
ARC $ 2,347,000 $ 67,000
Interest on the NPO 186,674 8,878
Adjustment to the ARC (198,968) (9,423)
Annual OPEB cost $ 2,334,706 $ 66,455
Amount of contribution (747,086) (12,127)
Increase/decrease in NPO $ 1,587,620 $ 54,328
Net OPEB obligation, 7-1-11 4,666,344 221,941
Net OPEB obligation, 6-30-12 $ 6,254,464 $ 276,269
Percentage
Fiscal Annual of Annual Net OPEB
Year OPEB OPEB Cost Obligation
Ended Plans Cost Contributed at Year End
6-30-10 Local Education Group $ 1,404,846 49 % $ 4,015,832
6-30-11 " 1,424,542 54 4,666,844
6-30-12 " 2,334,706 32 6,254,464
6-30-10 Local Government Group 94,164 19 144,794
6-30-11 " 98,344 22 221,941
6-30-12 " 66,455 18 276,269
Funded Status and Funding Progress
The funded status of the plan as of July 1, 2011, was as follows:
(dollars in thousands)
Local Local
Education Government
Group Group
Plan Plan
Actuarial valuation date 7-1-11 7-1-11
Actuarial accrued liability (AAL) $ 19,237 $ 405
Actuarial value of plan assets % 0 $ 0
Unfunded actuarial accrued liability (UAAL) $ 19,237 $ 405
Actuarial value of assets as a % of the AAL 0% 0%
Covered payroll (active plan members) $ 31,047 $ 7,553
UAAL as a % of covered payroll 62 5
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Actuarial valuations involve estimates of the value of reported amounts and
assumptions about the probability of events far into the future, and
actuarially determined amounts are subject to continual revision as actual
results are compared to past expectations and new estimates are made about
the future. The Schedule of Funding Progress, presented as required
supplementary information following the notes to the financial statements,
presents multi-year trend information about whether the actuarial value of
plan assets is increasing or decreasing over time relative to the actuarial
accrued liability for benefits.

Actuarial Methods and Assumptions

Calculations are based on the types of benefits provided under the terms of
the substantive plan at the time of each valuation and on the pattern of
sharing of costs between the employer and plan members to that point.
Actuarial calculations reflect a long-term perspective. Consistent with that
perspective, actuarial methods and assumptions used include techniques that
are designed to reduce short-term volatility in actuarial accrued liabilities
and the actuarial value of assets.

In the July 1, 2011, actuarial valuation for the Local Education Plan and the
Local Government Plan, the projected unit credit actuarial cost method was
used and the actuarial assumptions included a four percent investment rate
of return (net of administrative expenses) and an annual healthcare cost
trend rate of 9.25 percent for fiscal year 2012. The trend will decrease to
8.75 percent in fiscal year 2013 and then will be reduced by decrements to an
ultimate rate of five percent by fiscal year 2021. Both rates include a
2.5 percent inflation assumption. The unfunded actuarial accrued liability is
being amortized as a level percentage of payroll on a closed basis over a
30-year period beginning with June 30, 2008.

Office of Central Accounting and Budgeting

Lawrence County operates under the provisions of the Fiscal Control Acts of
1957. These acts provide for a central system of accounting, budgeting, and
purchasing covering all funds administered by the county executive and road
superintendent. These funds are maintained in the Office of Central
Accounting and Budgeting under the supervision of the director of accounts
and budgets.

Purchasing Laws

Office of Central Purchasing

Purchasing procedures for the Office of County Executive and the Highway
Department are governed by the County Purchasing Law of 1957,
Section 5-14-101 et seq., Tennessee Code Annotated (TCA). Purchases for the
Highway Department are also governed by the Uniform Road Law, Section
54-7-113, TCA. Section 5-14-101 et seq., TCA, provides for a purchasing
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agent, appointed by the county executive and approved by the Lawrence
County Commission, to make all purchases. This statute also provides for a
County Purchasing Committee to assist the purchasing agent in the
determination of overall purchasing policies. These statutes require all
purchases exceeding $10,000 to be made on the basis of publicly advertised
competitive bids. Additionally, the County Commission requires three quotes
for purchases estimated to be between $5,000 and $10,000.

Office of Director of Schools

Purchasing procedures for the Lawrence County School Department are
governed by purchasing laws applicable to schools as set forth in Section
49-2-203, TCA, which provides for the county Board of Education, through its
executive committee (director of schools and chairman of the Board of
Education), to make all purchases. This statute also requires competitive
bids to be solicited through newspaper advertisement on all purchases
exceeding $10,000. Additionally, the Board of Education requires three
quotes for purchases estimated to be between $2,000 and $10,000, and
competitive bids on all purchases made from federal grant funds exceeding
$5,000.

VI. OTHER NOTES - DISCRETELY PRESENTED LAWRENCE COUNTY
EMERGENCY COMMUNICATIONS DISTRICT

A. Summary of Significant Accounting Policies

1. Reporting Entity

Lawrence County Emergency Communications District was created as
a public corporation in perpetuity as authorized by Tennessee Code
Annotated, Section 7-86-101. The district was organized subsequent
to a public referendum held on March 8, 1988, as approved by the
voters of Lawrence County, Tennessee. The district is a component
unit of Lawrence County, Tennessee. The district encompasses the
same boundaries as Lawrence County, Tennessee. The powers of the
district are vested in and exercised by a majority of the members of
the board of directors, who are appointed by the Lawrence County
Executive. The board consists of nine members. The Lawrence County
Commission has the ability to adjust the district’s service charges.
The district must obtain County Commission approval before the
issuance of most debt. The district is considered a political subdivision
and is exempt from federal and state income taxes.

2. Basis of Accounting

The accompanying financial statements of the district have been
prepared on the accrual basis of accounting. Revenues are recognized
when they are earned, and expenses are recognized when incurred.
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Expenditures are recognized in the accounting period in which the
liability is incurred and is measurable.

The district applies all applicable Governmental Accounting
Standards Board (GASB) pronouncements as well as Financial
Accounting Standards Board (FASB) pronouncements and Accounting
Principles Board Opinions; issued on or before November 30, 1989,
unless those pronouncements conflict with or contradict GASB
pronouncements. The district has elected not to apply FASB
statements and interpretations issued after November 30, 1989.

Cash and Cash Equivalents

The district considers all highly liquid debt instruments purchased
with maturities of 60 days or less to be cash equivalents.

Supply Inventory

Supply inventory is valued at the lower of cost (first-in, first-out) or
market. Inventory items are considered expenditures when used
(consumption method).

Capital Assets

Capital assets of the district are recorded at cost. Depreciation is
computed over the estimated life of the assets using the straight-line
method. The estimated life for property, plant, and equipment in
service 1s from three to 15 years. The district does capitalize interest
incurred on construction projects.

Estimates

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

Annual Budget

The district’s annual budget is required by state law. The budget is
adopted on a basis consistent with generally accepted accounting
principles and is presented on the accrual basis. All budget
appropriations lapse at year end.
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The Accounting and Financial Reporting Manual for Tennessee
Emergency Communications Districts establishes the legal budget
level of control to be at the line-item level.

Cash and Certificates of Deposit

The district is authorized to invest funds in financial institutions and direct
obligations of the federal government. During the year, the district invested
funds that were not immediately needed in deposit accounts. Deposits in
financial institutions are required by state statute to be secured and
collateralized by the institutions. The district has deposit policies to minimize
custodial credit risks. The collateral must meet certain requirements and be
deposited in an escrow account in a second bank for the benefit of the district
and must total a minimum of 105 percent of the value of the deposits placed
in the institutions less the amount protected by federal depository insurance.
The district’s deposits with financial institutions are fully insured or
collateralized by securities held in the district’s name.

Capital Assets

A summary of changes in capital assets in service is as follows:

Balance Balance
7-1-11 Additions 6-30-12

Communications Equipment $ 508,168 $ 117,070 $ 625,238
Building 400,000 0 400,000
Leasehold Improvements 274,014 0 274,014
Equipment and Furniture 35,480 0 35,480

$ 1,217,662 $§ 117,070 $ 1,334,732
Less Accumulated Depreciation (536,399) (624,513)
Utility Plant - Net $ 681,263 $ 710,219

Depreciation expense consists of communications equipment ($55,729),
furniture and equipment ($2,325), building ($13,333), and leaseholds
($16,727). All assets are being depreciated.

Long-term Debt

The following is a summary of changes in long-term debt:

Balance Balance
7-1-11 Retirements 6-30-12
Series 2005 $ 281,110 $ (42,009) $ 239,101
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Future maturities of note principal and interest are as follows:

Year Ending

June 30 Principal Interest

2013 $ 43,837 $ 10,400
2014 45,744 8,493
2015 47,734 6,503
2016 49,810 4,427
2017 51,976 2,261
Total $ 239,101 $ 32,084

The building of the district is pledged as collateral on the indebtedness until
the existing principal and interest are paid in full.

Risk Management

The district is exposed to various risks of loss related to torts (theft of,
damage to, and destruction of assets), errors and omissions, and natural
disasters. The district purchases commercial financial bonded insurance for
its officials. For all other risks, the district purchases commercial insurance.
There have been no claims during the last four years.

Pension Plan

Plan Description

Certain employees of the district 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, Chapters 34-37 of Tennessee Code Annotated. State statutes are
amended by the Tennessee General Assembly. Political subdivisions such as
the district participate in the TCRS as individual entities and are liable for
all costs associated with the operation and administration of their plan.
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Benefit improvements are not applicable to a political subdivision unless
approved by the chief governing body.

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 the Tennessee Treasury
Department, Consolidated Retirement System, 10th Floor, Andrew
Jackson Building, Nashville, Tennessee 37243-0230 or can be accessed at
WWW.tn.gov/treasury/ters/PS/.

Funding Policy

The district requires employees to contribute five percent of their earned
compensation. The district is required to contribute at an actuarially
determined rate; the rate for the fiscal year ended June 30, 2012, was
8.79 percent of annual covered payroll. The contribution requirements of
plan members are set by state statute. Contribution requirements for the
district are established and may be amended by the TCRS Board of Trustees.

Annual Pension Cost

For the year ended June 30, 2012, the district’s annual pension cost of
$50,366 to TCRS was equal to the required and actual contributions. The
required contribution was determined as part of the July 1, 2009, 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 per year compounded
annually, (b) projected three percent annual rate of inflation, (¢) projected
salary increases of 4.75 percent annual rate (no explicit assumption is made
regarding the portion attributable to the effects of inflation on salaries),
(d) projected postretirement increases of 2.5 percent annually. The actuarial
value of assets was determined using techniques that smooth the effect of
short-term volatility in the market value of investments over a ten-year
period. The district’s unfunded actuarial accrued liability is being amortized
as a level dollar amount on a closed basis. The remaining amortization
period at July 1, 2009, was seven years. An actuarial valuation was
performed as of July 1, 2011, which established contribution rates effective
July 1, 2012.
Trend Information

Fiscal Annual Percentage Net
Year Pension of APC Pension
Ended Cost (APC) Contributed Obligation
6-30-12 $50,366 100% $0
6-30-11 42,505 100 0
6-30-10 47,445 100 0
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Funded Status and Funding Progress

As of July 1, 2011, the most recent actuarial valuation date, the plan was
88.48 percent funded. The actuarial accrued liability for benefits was
$.96 million, and the actuarial value of assets was $.85 million, resulting in
an unfunded actuarial accrued liability (UAAL) of $.11 million. The covered
payroll (annual payroll of active employees covered by the plan) was
$.53 million, and the ratio of the UAAL to the covered payroll was
20.99 percent.

The Schedule of Funding Progress, presented as required supplementary
information following the notes to the financial statements, presents
multi-year trend information about whether the actuarial values of plan
assets are increasing or decreasing over time relative to the actuarial accrued
liability for benefits.

Liability for Compensated Absences

The district, at its inception, adopted a sick leave policy in which employees
were allowed to accrue 12 sick leave days per year without limit for
compensated absences. Accumulated sick leave had no value except for the
purpose granted, and in the event of retirement or separation, all unused sick
leave was forfeited. Since the employees accumulating rights to receive
compensation for future absences were contingent upon the absences being
caused by future illness and such amounts could not be reasonably estimated,
a liability for unused sick leave was not recorded in the financial statements
in previous years. During 2001, the district adopted the State of Tennessee’s
sick leave policy without a cap on the amount of time employees can earn.
Employees can also receive credit on their retirement for the unused sick
leave, which they earned. A liability was accrued at year-end for the
expected sick leave to be used in the following year.

Employees shall begin accruing vacation time as of the date of their
employment. However, employees are not eligible to use or receive
compensation for vacation time until they have completed six months of
continuous service. Part-time employees do not qualify for vacation leave.
Vacation time may be accumulated and carried forward to the next year in an
amount not to exceed one-half the employees’ annual leave. Vacation time is
accrued at a rate of eight hours per month for the first five years of service,
ten hours per month for five-to-ten years of service, and 12 hours per month
for years of service exceeding ten years. Employees who have fulfilled the
six-month requirement shall be paid for all accrued vacation leave upon
termination or retirement.
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Commitments and Contingencies

Federal and State Grants

In the normal course of operations, the district receives grant funds from
various federal and state agencies. The grant programs are subject to audit
by agents of the granting authorities; the purpose of which is to ensure
compliance with conditions precedent to the granting of funds. Any liability
for reimbursement, which may arise because of these audits, is not believed
to be material.

Budgets and Budgetary Accounting

The district follows these procedures in establishing the budgetary data
reflected in the financial statements:

1. Formal budgets are adopted and approved by board vote on an annual
basis. These budgets are adopted on a basis consistent with generally
accepted accounting principles.

2. The board approves total budget appropriations. The manager is
authorized to transfer budget amounts between line items within each
department; however, any revisions that alter the total appropriations of
any fund must be approved by the board.

3. The budget amounts shown in the financial statements are the final
authorized amounts as amended during the year.

Other Postemployment Benefits (OPEB)

Plan Description

The district participates in the state-administered Medicare Supplement
Plan for healthcare benefits. For accounting purposes, the plans are agent
multiple-employer defined benefit OPEB plans. Benefits are established and
amended by an insurance committee created by Section 8-27-701, Tennessee
Code Annotated (TCA). Prior to reaching the age of 65, all members have the
option of choosing a preferred provider organization (PPO), point of service
(POS), or health maintenance organization (HMO) plan for healthcare
benefits. Subsequent to age 65, members who are also in the state’s
retirement system may participate in a state-administered Medicare
Supplement Plan that does not include pharmacy. The plans are
reported in the State of Tennessee Comprehensive Annual Financial
Report (CAFR). The CAFR is available on the state’s website at
http://tennessee.gov/finance/act/cafr.html.
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Funding Policy

The premium requirements of plan members are established and may be
amended by the insurance committee. The plans are self-insured and
financed on a pay-as-you-go basis with the risk shared equally among the
participants. Claims liabilities of the plans are periodically computed using
actuarial and statistical techniques to establish premium rates. The
employers in each plan develop their own contribution policy in terms of
subsidizing active employees or retired employees’ premiums since the
committee is not prescriptive on that issue.

Annual OPEB Cost and Net OPEB Obligation

ARC $ 10,000
Interest on the NPO 3,150
Adjustment to the ARC (3,150)
Annual OPEB cost $ 10,000
Amount of contribution 0
Increase/decrease in NPO $ 10,000
Net OPEB obligation, 7-1-11 94,000
Net OPEB obligation, 6-30-12 $ 104,000
Percentage
Fiscal Annual of Annual Net OPEB
Year OPEB OPEB Cost  Obligation
Ended Plan Cost Contributed at Year End
6-30-10 Medicare Supplement $ 10,000 0% $ 84,000
6-30-11 " 10,000 0 94,000
6-30-12 " 10,000 0 104,000

Actuarial valuations involve estimates of the value of reported amounts and
assumptions about the probability of events far into the future, and
actuarially determined amounts are subject to continual revision as actual
results are compared to past expectations and new estimates are made about
the future. The Schedule of Funding Progress, presented as required
supplementary information following the notes to the financial statements,
presents multi-year trend information about whether the actuarial value of
plan assets is increasing or decreasing over time relative to the actuarial
accrued liability for benefits.

Actuarial Methods and Assumptions

Calculations are based on the types of benefits provided under the terms of
the substantive plan at the time of each valuation and on the pattern of
sharing of costs between the employer and plan members to that point.
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Actuarial calculations reflect a long-term perspective. Consistent with that
perspective, actuarial methods and assumptions used reflect a long-term
perspective. Consistent with that perspective, actuarial methods and
assumptions used include techniques that are designed to reduce short-term
volatility in actuarial accrued liabilities and the actuarial value of assets.

In the July 1, 2009, actuarial valuation the annual healthcare cost trend for
the Medicare Supplement was one percent for fiscal year 2012. The trend
will rise to ten percent in fiscal year 2012 and then will be reduced by
decrements to an ultimate rate of five percent by fiscal year 2021. These
rates include a three percent inflation assumption. The unfunded actuarial
accrued liability is being amortized as a level percentage of payroll on a
closed basis over a 30-year period.

65



REQUIRED SUPPLEMENTARY
INFORMATION
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Exhibit E-4

Lawrence County, Tennessee

Schedule of Funding Progress — Pension Plan

Discretely Presented Lawrence County Emergency Communications District
June 30, 2012

(Dollar amounts in thousands)

Actuarial UAAL as a
Actuarial Accrued Unfunded Percentage
Actuarial Value of Liability AAL Funded Covered of Covered
Valuation Assets (AAL) (UAAL) Ratio Payroll Payroll
Date (a) (b) (b)-(a) (a/b) © ((b-a)lc)
7-1-11$ 847 $ 958 $ 110 88.48 % ¢ 526 20.99 %
7-1-09 598 655 57 91.23 525 10.95
7-1-07 461 531 70 86.82 473 14.8
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LAWRENCE COUNTY, TENNESSEE
NOTES TO THE REQUIRED SUPPLEMENTARY INFORMATION
For the Year Ended June 30, 2012

BUDGETARY INFORMATION

The county is required by state statute to adopt annual budgets. Annual budgets are
prepared on the basis in which current available funds must be sufficient to meet
current expenditures. Expenditures and encumbrances may not legally exceed
appropriations authorized by the Lawrence County Commission and any authorized
revisions. Unencumbered appropriations lapse at the end of each fiscal year.

The budgetary level of control is at the major category level established by the
County Uniform Chart of Accounts, as prescribed by the Comptroller of the Treasury
of the State of Tennessee. Major categories are at the department level (examples of
General Fund major categories: County Commission, Beer Board, County
Mayor/Executive, County Attorney, etc.). Management may make revisions within
major categories, but only the Lawrence County Commission may transfer
appropriations between major categories. During the year, several supplementary
appropriations were necessary.

The county's budgetary basis of accounting is consistent with generally accepted
accounting principles (GAAP), except instances in which encumbrances are treated
as budgeted expenditures. The difference between the budgetary basis and the
GAAP basis is presented on the face of each budgetary schedule.

EXPENDITURES EXCEEDED APPROPRIATIONS

Expenditures exceeded appropriations approved by the County Commission in the
following funds’ major appropriation categories (the legal level of control):

Amount
Fund/Major Appropriation Category Overspent
General:
Transfers Out % 14,748
Highway/Public Works:
Principal on Debt:
Highway and Streets 43

Expenditures that exceed appropriations are a violation of state statutes. These
expenditures in excess of appropriations were funded by available fund balance.
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Nonmajor Governmental Funds

Special Revenue Funds

Special Revenue Funds are used to account for and report the proceeds
of specific revenue sources that are restricted or committed to
expenditure for specified purposes other than debt service or capital
projects.

Courthouse and Jail Maintenance Fund — The Courthouse and Jail Maintenance
Fund is used to account for the proceeds of a special tax levied by private act on
litigation. The proceeds of the tax must be used to pay for improvements and
maintenance on the courthouse or jail.

Solid Waste/Sanitation Fund — The Solid Waste/Sanitation Fund is used to account
for solid waste revenues and transfer fees for hauling solid waste.

Industrial/Economic Development Fund — The Industrial/Economic Development
Fund is used to promote industrial and economic growth by encouraging enterprises
to locate in or remain in Lawrence County.

Drug Control Fund — The Drug Control Fund is used to account for revenues
received from drug-related fines, forfeitur