


















































































































































Schedule 5 
TOWN OF WHITEVILLE, TENNESSEE 

Schedule of Long-Term Debt Principal and Interest Requirements by Fiscal Year 
Water and Sewer Fund 

June 30, 2012 

Farmers Home Water and Sewer 
Administration Revenue and Tax Bond 

Year Ended Bond Series 1981 Series 2004 Total 
June 30 Princil2al Interest Princil2al Interest Princil2al Interest 

2013 $ 15,000 $ 7,500 $ 1,907 $ 5,017 $ 16,907 $ 12,517 
2014 15,000 6,750 1,992 4,932 16,992 11,682 
2015 15,000 6,000 2,081 4,843 17,081 10,843 
2016 15,000 5,250 2,174 4,750 17,174 10,000 
2017 15,000 4,500 2,271 4,653 17,271 9,153 
2018 15,000 3,750 2,373 4,551 17,373 8,301 
2019 20,000 3,000 2,479 4,446 22,479 7,446 
2020 20,000 2,000 2,589 4,335 22,589 6,335 
2021 20,000 1,000 2,705 4,219 22,705 5,219 
2022 2,825 4,099 2,825 4,099 
2023 2,951 3,973 2,951 3,973 
2024 3,083 3,841 3,083 3,841 
2025 3,221 3,703 3,221 3,703 
2026 3,365 3,559 3,365 3,559 
2027 3,515 3,409 3,515 3,409 
2028 3,672 3,252 3,672 3,252 
2029 3,836 3,088 3,836 3,088 
2030 4,007 2,917 4,007 2,917 
2031 4,186 2,738 4,186 2,738 
2032 4,372 2,551 4,372 2,551 
2033 4,568 2,356 4,568 2,356 
2034 4,772 2,153 4,772 2,153 
2035 4,985 1,940 4,985 1,940 
2036 5,207 1,717 5,207 1,717 
2037 5,440 1,485 5,440 1,485 
2038 5,682 1,242 5,682 1,242 
2039 5,936 988 5,936 988 
2040 6,201 723 6,201 723 
2041 6,477 446 6,477 446 
2042 6,666 156 6,666 156 

$ 150,000 $ 39,750 $ 115,538 $ 92,082 $ 265,538 $ 131,832 

Page 69 



TOWN OF WHITEVILLE, TENNESSEE 
Schedule of Interfund Transfers and Due to Other Funds 

For the fiscal year ended June 30, 2012 

INTERFUND TRANSFERS 

Transfer To Transfer From 

General Fund Sanitation Fund 

Due To Due From 

Water and Sewer Fund General Fund 
Drug Fund General Fund 
Sanitation Fund Water and Sewer Fund 
Cemetery Perpetual Care Fund General Fund 

Schedule 6 

Amount 

$ 10,128 

$ 10,128 

$ 144,843 
17,612 

105 
2,550 

$ 165,110 

Note: The due to I due from category in the government-wide financial statement of $144,843 is 
$144,843 due to the business -type activity - water and sewer from the governmental activities -
general. 

! ,; .. 
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Property Tax 
Receivable 

Tax Balance 
Year June 30, 2011 

2012 $ -
2011 
2010 15,792 
2009 8,367 
2008 200 
2007 56 
2006 36 
2005 37 
2004 59 
2003 357 
2002 81 
2001 88 

$ 25.073 

$ 

TOWN OF WHITEVILLE, TENNESSEE 
Schedule of Changes in Property Taxes Receivable 

June 30, 2012 

Property Anticipated Abatements 
Taxes Current Year and 
Levied Lev:i Adjustments Collections 

- $ 245,516 $ - $ -
211,922 (198,624) 

(12,860) 
(8,135) 

(88) 

Schedule 7 

Net 
Receivable 

Allowance for Balance 
Uncollectibles June 30, 2012 

$ (1,841) $ 243,675 
(1,330) 11,968 

(293) 2,639 
(188) 44 

(20) 180 
(49) 7 
(32) 4 
(33) 4 
(52) 7 

(320) 37 
(73) 8 

$ 211.922 $ 245516 $ (88) $ (219.619) $ (4.231) $ 258.573 

NOTES: All uncollected taxes for years prior to 2011 have been turned over to the Chancery Court of Hardeman County, 
Tennessee Clerk and Master for collection. 
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ScheduleS 
TOWN OF WHITEVILLE, TENNESSEE 

Schedule of Expenditures of Federal Awards and State Financial Assistance 
Forthe fiscal year ended June 30,2012 

Federal Grantorl CFDA Contract Beginning Disallowance Cash Ending 
Pass-throu9h Grantor Number Number IAccrued! Deferred of Claim Receiets EXE!enditures IAccrued! Deferred 

Federal Awards 
Direct Programs 

U.S. Department of Homeland Security 
Public Assistance Grant Program 97-036 Unknown $ (15,00~) $ 15,008 $ - $ - $ 

Total U.S. Department of Homeland Security (15,008) 15,008 

Pass-through programs from State of Tennessee 

U.S. Department of Housing and Urban Development 
Pass-through programs from State of Tennessee 

Home Investment Partnership Program 14.239 HM-10-48 (37,778) 225,197 187,419 

U.S. Department of Housing and Urban Development 
Pass-through programs from State of Tennessee 

Department of Economic and Community Development 
Community Development Block Grants/States 

Program and Non Entitlement Grants in Hawaii 14.228 GG-11-34757-oo 174,640 174,640 

Total U.S. Department of Housing and Urban Development (37,778) 399,837 362,059 

U.S. Department of Transportation 
Pass-through programs from State of Tennessee 

Department of Transportation 
Alcohol Impaired Driving Counter Measures 

Incentive Grant 20.601 K8-11-187 4,492 4,492 

U.S. Department of Transportation 
Pass-through programs from State of Tennessee 

Department of Transportation 
Alcohol Open Container Requirements 20.607 Z12GHS364 {,267 7,267 

Total U.S. Department of Transportation $ $ $ 11,759 $ 11,759 $ 

See accompanying notes to schedule of expenditures offederal awards and state financial assistance. 
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Schedule 8 
TOWN OF WHITEVILLE, TENNESSEE 

Schedule of Expenditures of Federal Awards and State Financial Assistance 
For the Iiscal year ended June 30, 2012 

Federal Grantorf CFDA Contract Beginning Disallowance Cash Ending 
Pass-through G rantar Number Number (Accrued) Delerred 01 Claim Receipts ~ndltures (Accrued) Delerred 

U.S. Institute of Museum and Library Services 
Pass.through programs from State of Tennessee 

Library and Archives 
Grants to State 45.310 Unknown $ $ $ 1,600 $ 1,600 $ 

Total U.S. Institute of Museum and Library Services .1,600 1,600 

Total Federal Awards (52,786) 15008 413196 375,418 

State Financial Assistance 

Community Enhancement Grant Funds N/A Unkj)own 29 29 

Total State Financial Assistance 29 29 

Total Federal and State Awards $ (52,757) $. ~008 $ 413,196 $ 375,418 $ 29 

See accompanying notes to schedule of expenditures offederal awards and state financial assistance. 
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Schedule 8 
TOWN OF WHITEVILLE, TENNESSEE 

Notes to Schedule of Expenditures of Federal Awards and State Financial Assistance 
For the fiscal year ended June 30, 2012 

Note A - Significant Accounting Policies 

The accompanying Schedule of Expenditures of Federal Awards and State Financial Assistance is 
a summary of the activity of the Town's federal and state grant programs presented on the 
modified accrual basis of accounting for governmental funds and the accrual basis of accounting 
for enterprise funds in accordance with accounting principles generally accepted in the United 
States of America. 

Note B - Disallowance of Claim 

During the year ended June 30, 2011, the Town incurred a disaster loss due to a storm. The 
Town expected this loss to be partially reimbursed by FEMA; therefore, the prior year Schedule of 
Expenditures of Federal Awards and State Financial Assistance reflected expenditures of $15,008 
and a receivable of $15,008. FEMA did not reimburse the Town for this disaster loss. This 
receivable was removed from the Town's financial records during the year ended June 30, 2012. 
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Schedule 9 

TOWN OF WHITEVILLE, TENNESSEE 
Table of Utility Rates in Force and Number of Customers 

June 30, 2012 

Water Rates 

First 2,000 gallons 
Next 3,000 gallons 
Next 5,000 gallons 
Next 10,000 gallons 
Next 30,000 gallons 
Over 50,000 gallons 

Sewer Rates 

First 2,000 gallons 
Over 2,000 gallons 

Number of Customers at Year End 

Water 
Sewer 
Garbage 

(Unaudited) 
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$8.00 (minimum bill) 
$2.85 per 1,000 gallons 
$2.40 per 1,000 gallons 
$2.20 per 1,000 gallons 
$1.85 per 1,000 gallons 
$1.65 per 1,000 gallons 

$6.00 (minimum bill) 
$1.50 per 1,000 gallons 

615 
529 
517 



A. 
B. 
C. 
D. 

E. 
F. 
G. 
H. 
I. 
J. 
K. 
L. 
M. 
N. 

O. 

P. 

TOWN OF WHITEVILLE, TENNESSEE 
Schedule of Unaccounted For Water 

June 30, 2012 
(Unaudited) 

(All amounts in gallons) 

Water Treated and Purchased: 
Water pumped (potable) 
Water purchased 

Total Water Treated and Purchased 

(Sum Lines B and C) 
Accounted for Water: 
Water sold 

Metered for consumption (in house usage) 
Fire department usage 
Flushing 

Tank cleaninglfilling 
Street cleaning 
Bulk sales 

Water bill adjustments 
Total Accounted for Water 

(Sum Lines F thru M) 

Unaccounted for Water 
(Line D Minus Line N) 

Percent Unaccounted for Water 
(Line 0 divided by Line D times 100) 

Q. Other (explain) See below 

Explain other: 

Schedule 10 

194,639,000 
0 

194,639,000 

149,715,142 

0 
0 
0 
0 
0 
0 

0 
149,715,142 

44,923,858 

23.081% 

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

Ended 
June 30, 

2003 
2004 
2005 
2006 
2007 
2008 
2009 
2010 
2011 
2012 

Source: 

Industrial 
and 

Residential Commercial 
Property Property 

$ 5,603,400 $ 15,204,112 
5,628,450 14,960,777 
5,785,225 14,971,527 
5,890,925 14,863,355 
6,901,975 18,236,080 
6,922,700 18,471,261 
6,941,575 18,722,542 
6,983,750 18,902,781 
6,995,225 18,876,283 
7,186,575 19,378,918 

TOWN OF WHITEVILLE, TENNESSEE 
Assessed Value and Estimated Actual Value of Taxable Property 

Last Ten Fiscal Years 
(Unaudited) 

Total 
Farm and Public Less Total Taxable Direct 

Agricultural Utility Tax Exempt Assessed Tax Rate 
Property Property Property Value Per $1,000 

$ 186,725 $ 742,942 Not available $ 21,737,179 $ 7.800 
188,400 601,721 Not available 21,379,348 9.200 

81,375 801,225 Not available 21,639,352 9.200 
81,350 846,815 Not available 21,682,445 9.200 

102,875 1,169,838 Not available 26,410,768 7.741 
102,525 1,205,802 Not available 26,702,288 7.741 
181,500 1,849,599 Not available 27,695,216 7.741 
180,925 1,483,963 Not available 27,551,419 7.700 
171,600 1,480,315' Not available 27,523,423 7.700 
174,450 1,480,315 Not available 28,220,258 7.700 

Hardeman County, Tennessee Tax Assessor 

Schedule 11 

Estimated Assessed 
Actual Value as a 

Taxable Percentage of 
Value Actual Value 

$ 64,568,318 33.67 
63,342,729 33.75 
63,896,833 33.87 
64,559,556 33.59 
77,162,909 34.23 
77,957,871 34.25 
80,226,706 34.52 
80,493,429 34.23 
80,394,454 34.24 
80,116,534 35.22 

Note: Property in Hardeman County is reassessed every six years on average. The County assesses property at approximately 55 percent on utility 
property, 40 percent on industrial and commercial property, and 25 percent for residential and agrtcultural. Estimated actual value was obtained from 
records provided by Hardeman County, Tennessee. The County assessment summary does not provide details of tax exempt property and is not 
available; therefore, the information presented above does not present ali GASS 44 required items for a ten year period. The information marked not 
available could not be located by the Town. The property columns do not contain the assessed values for exempt properties. In accordance with 
GASS 44 available information has been presented. 
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Tax 
Year 

2010 
2009 
2008 
2007 
2006 
2005 
2004 
2003 
2002 

TOWN OF WHITEVILLE, TENNESSEE 
Table of Outstanding Delinquent Taxes Filed With Chancery Clerk 

(Unaudited) 
June 30, 2012 

Schedule 12 

Outstanding 
Balance 

$ 2,932 
232 
200 

56 
36 
37 
59 

357 
81 

$ 399Q 
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Schedule 13 

TOWN OF WHITEVILLE, TENNESSEE 

Nonmajor Governmental Funds 
Schedule of Revenues, Expenditures and Changes in 

Fund Balance-Budget and Actual 

For the fiscal year ended June 30,2012 

Actual Variance with 
Amounts Final Budget 

Budgeted Amounts Budgetary Positive! 
Original Final Basis Negative 

Drug Fund 
REVENUES 

Drug related fines - Town $ $ $ 7,954 $ 7,954 
Drug related fines - County 35,000 35,000 12,432 (22,568) 
Interest 48 48 

Total Revenues 35,000 35,000 20,434 (14,566) 

EXPENDITURES 
Operating supplies 6,400 6,400 2,476 3,924 
Special investigative funds 10,000 10,000 6,000 4,000 
Capital outlays 8,600 8,600 824 7,776 
Debt service 8,576 (8,576) 

Total Expenditures 25,000 25,000 17,876 7,124 

EXCESS (DEFICIENCIES) OF REVENUES 
OVER EXPENDITURES 10,000 10,000 2,558 (7,442) 

OTHER FINANCING SOURCES (USES) 

Total Other Financing Sources (Uses) 

NET CHANGE IN FUND BALANCES 10,000 10,000 2,558 (7,442) 

Fund balance--beginning 100,830 100,830 100,830 

Fund balance-ending $ 110,830 $ 110,830 $ 103,388 $ (7,442) 

Cemetery Perpetual Care Fund 

REVENUES 
Interest $ $ $ 370 $ 370 

Total Revenues 370 370 

EXPENDITURES 
Payments to general fund for maintenance 370 (370) 

Total Expenditures 370 (370) 

EXCESS (DEFICIENCIES) OF REVENUES 
OVER EXPENDITURES 

Fund balance--beginning 43,691 43,691 43,691 

Fund balance--ending $ 43,691 $ 43,691 $ 43,691 $ 
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NAME 

TOWN OF WHITEVILLE, TENNESSEE 
Schedule of Official Bonds of Principal Officials 

For the fiscal year ended June 3D, 2012 

TITLE 

James Bellar Mayor 

Patricia Randolph Town Recorder 
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$ 

Schedule 14 

Official 
Bond 

500,000 

500,000 



Kermit V Jones Jr., C.P.A. 

JONES & JONES 
CERTIFIED PUBLIC ACCOUNTANTS 

OF BOONEVILLE PA 

Christopher D. Jones, C.P.A. Jeremy D Jones, C.P.A. David W. Jones, C.P.A. 

REPORT ON INTERNAL CONTROL OVER FINANCIAL REPORTING AND ON COMPLIANCE 
AND OTHER MATTERS BASED ON AN AUDIT OF FINANCIAL STATEMENTS PERFORMED 

IN ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS 

To the Mayor and Board of Alderpersons 
Town of Whiteville, Tennessee 

We have audited the financial statements of the governmental activities, the business-type 
activities, each major fund, and the aggregate remaining fund information of the Town of Whiteville, 
Tennessee, as of and for the year ended June 30, 2012, which collectively comprise the Town of 
Whiteville, Tennessee's basic financial statements and have issued our report thereon dated 
December 28, 2012. The report on governmental. activities was qualified because the Town does 
not maintain an annual inventory of capital assets and we were unable to form an opinion 
regarding the existence of and the amounts at which capital assets (net of accumulated 
depreciation) are recorded in the accompanying Statement 1 - Statement of Net Assets 
(governmental activities) at June 30, 2012 (stated at $1,276,664) and the amounts at which the 
related depreciation expense (stated at $74,755) is recorded in the accompanying Statement 2 -
Statement of Activities (governmental activities). Except as discussed in the preceding sentence, 
we conducted our audit in accordance with auditing standards generally accepted in the United 
States of America and the standards applicable to financial audits contained in Government 
Auditing Standards, issued by the Comptroller Ge'leral of the United States. , ., 
Internal Control Over Financial Reporting 

Management of the Town of Whiteville, Tennessee is responsible for establishing and maintaining 
effective internal control over financial reporting. In planning and performing our audit, we 
considered Town of Whiteville, Tennessee's internal control over financial reporting as a basis for 
designing our auditing procedures for the purpose of expressing our opinions on the financial 
statements, but not for the purpose of expressing an opinion on the effectiveness of the Town of 
Whiteville, Tennessee's internal control over financial reporting. Accordingly, we do not express an 
opinion on the effectiveness of the Town of Whiteville, Tennessee's internal control over financial 
reporting. 

Our consideration of internal control over financial reporting was for the limited purpose described 
in the preceding paragraph and was not designed to identify all deficiencies in internal control over 
financial reporting that might be significant deficiencies, or material weaknesses and therefore, 
there can be no assurance that all deficiencies, significant deficiencies, or material weaknesses 
have been identified. However, as described in the accompanying schedule of findings and 
responses, we identified certain deficiencies in internal control over financial reporting that we 
consider to be material weaknesses and other deficiencies that we consider to be significant 
deficiencies. 

Members of American Institute 
of 

Certified Public Accountants 
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of 
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Internal Control Over Financial Reporting - continued 

A deficiency in internal control exists when the design or operation of a control does not allow 
management or employees, in the normal course of performing their assigned functions, to prevent, 
or detect and correct misstatements on a timely basis. A material weakness is a deficiency, or a 
combination of deficiencies, in internal control such that there is a reasonable possibility that a 
material misstatement of the entity's financial statements will not be prevented, or detected and 
corrected on a timely basis. We consider the deficiencies described in the accompanying 
schedule of findings and responses to be material weaknesses. These findings and responses are 
labeled as items 25,26,27,29,32,34, and 35. 

A significant deficiency is a deficiency, or a combination of deficiencies, in internal control that is 
less severe than a material weakness, yet important enough to merit attention by those charged 
with governance. We consider the deficiencies described in the accompanying schedule of 
findings and responses to be significant deficiencies. These findings and responses are labeled as 
items 28, 30, 31, and 33. 

Compliance and Other Matters 

As part of obtaining reasonable assurance about whether Town of Whiteville, Tennessee's 
financial statements are free of material misstatement, we performed tests of its compliance with 
certain provisions of laws, regulations, contracts, and grant agreements, noncompliance with which 
could have a direct and material effect on the determination of financial statement amounts. 
However, providing an opinion on compliance with,those provisions was not an objective of our 
audit, and accordingly, we do not express such: <In: opinion. The results of our tests disclosed 
instances of noncompliance or other matters that;are required to be reported under Government 
Auditing Standards and which are described in the accompanying schedule of findings and 
responses as items 1, 2, 3, 4, 5, 6, 7, 8, 9,10,11,12,13,14,15,16,17,18,19,20,21,22,23, 
and 24. 

We noted certain matters that we reported to management of Town of Whiteville, Tennessee in a 
separate letter dated December 28,2012. 

Town of Whiteville, Tennessee's response to the findings identified in our audit is described in the 
accompanying schedule of findings and responses. We did not audit Town of Whiteville, 
Tennessee's response and, accordingly, we express no opinion on it. 

This report is intended solely for the information and use of management, Board of Alderpersons, 
the State of Tennessee Department of Audit, and federal awarding agencies and pass-through 
entities and is not intended to be and should not be used by anyone other than these specified 
parties. 

sincerelYiJrs, • / 

~s~ 
.. .. Certified Public Accountants 

December 28,2012 of Booneville, PA 
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TOWN OF WHITEVILLE, TENNESSEE 
Schedule of Findings and Responses 

For the fiscal year ended June 30, 2012 

Instances of Noncompliance Material to the Financial Statements 

Finding Number 1 

Condition: A Town vehicle is being used for personal purposes. 

Criteria: Town owned vehicles should not be used for personal purposes. 

Effect: The volunteer fire chief, who is not a regular employee of the Town, has been provided a 
Town owned vehicle which is apparently being used as a personal vehicle, including driving back 
and forth to his non-Town job. 

Cause: This vehicle was previously parked at the fire station and was used only when there was 
a fire. The volunteer fire chief requested he be allowed to drive this vehicle and was apparently 
given permission. 

Recommendation: We recommend the Town stop allowing the volunteer fire chief to use this 
vehicle like a personal vehicle. The Town should obtain reimbursement for the personal use of 
this vehicle. 

Response: We will discuss this matter with the Board of Alderpersons and our attorney and 
follow their recommendation. 

Finding Number 2 

Condition: The Town is not performing an annual inventory of governmental fund capital assets. 
Capital assets are not tagged for proper identification. 

Criteria: Tennessee Department of Audit requires the Town to maintain detailed general fixed 
asset records. Annual inventories should be taken and compared to general fixed asset records. 
General fixed assets should be tagged for proper identification. 

Effect: The Town did not take an annual governmental fund capital asset inventory. The Town's 
governmental fund capital assets are not identified with a tag or other identification method. This 
caused the auditors' opinion on the government-wide financial statements to be qualified. 

Cause: The Town officials have not established the required fixed asset records. 

Recommendation: The Town should inventory and permanently tag all Town general fixed 
assets. These general fixed assets should be valued at cost or estimated cost if donated or cost 
is not available. The Town should take an annual inventory and establish detailed general fixed 
asset records. 

Response: We have a partial list of general fixed assets, but we have not established costs or 
estimated costs. 
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TOWN OF WHITEVILLE, TENNESSEE 
Schedule of Findings and Responses 

For the fiscal year ended June 30, 2012 

Instances of Noncompliance Material to the Financial Statements - continued 

Finding Number 3 

Condition: Financial information and claim approval is not being provided to the Board of 
Alderpersons. 

Criteria: The Board of Alderpersons cannot meet the requirements of the Internal Control and 
Compliance Manual for Tennessee Municipalities if they are not provided with the Town's financial 
information. 

Effect: The Board of Alderpersons is not provided monthly financial statements. The Board of 
Alderpersons does not receive a list of monthly and year to date expenditures compared to 
budget. The Board of Alderperson's minutes do not reflect claim approval prior to payment. 

Cause: The Town has not been preparing monthly financial statements. The monthly claims are 
not being presented to the Board of Alderperson's for approval. 

Recommendation: The Town should provide the Board of Alderpersons with monthly balance 
sheets and income statements compared to budget showing both monthly and year to date 
information. The Board should be provided with a list of all expenditures paid during the month for 
their review and approval. The Board of Alderpersons should review and approve all claims prior 
to payment. The Board of Alderpersons is ultimately responsible for all expenditures. 

Response: We concur with the recommendation. 

Finding Number 4 

Condition: Expenditures exceeded budget. 

Criteria: State law requires purchases to remain within budgeted amounts. 

Effect: The Town had the following budget overrl!ns: 

General Fund 
General Government 

Legislative - memberships registration 
Legislative - legal services 
Judicial - bank charges 
Financial administration - salaries 
Financial administration - employee education and training 
Financial administration - accounting and audit 
Financial administration - office supplies 
Financial administration - bank charges 
General government buildings - operating supplies 
General government buildings - repair and maintenance 
General government buildings - sundry 
Industrial buildings and grounds - electricity 
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$ 1,642 
17,957 

40 
3,688 

202 
2,750 

47 
384 

2,355 
276 
120 
625 



TOWN OF WHITEVILLE, TENNESSEE 
Schedule of Findings and Responses 

For the fiscal year ended June 30, 2012 

Instances of Noncompliance Material to the Financial Statements - continued 

Finding Number 4 - continued 

Effect: The Town had the following budget overruns - continued: 

General Fund 
General Government 

Public relations 
Public Safety 

Police - telephone 
Police - medical 
Police - repair and maintenance service 
Police - vehicle maintenance 
Police - other repairs and maintenance 
Police - uniforms 
Police - gasoline and oil 
Drug investigation and control - operating supplies 
Drug investigation and control - special funds 
Fire - salaries 
Fire - electricity 
Fire - other professional services 
Fire - operating supplies 

Public Works 
Street - repair and maintenance 
Cemetary - supplies 

Culture and Recreation 
Park - supplies 
Park - repair and maintenance 
Library - education and training 
Library - supplies 

Community development - housing construction grant 
Capital Outlay - police department 
Capital Outlay - fire department 

Drug Fund 
Debt service 

Cemetery Perpetual Care Fund 
Payments to general fund for maintenance 

Enterprise Fund - Water and Sewer 
Training 
Telephone 
Professional services 
Repairs and maintenance other 
Insurance 
Depreciation 
Retirement of bank notes and capital leases 
Bad debts 
Capital outlays 
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$ 176 

1,085 
125 
162 

3,768 
4,496 
1,565 

37,668 
3,977 

201 
8,085 

363 
2,129 

235 

1,363 
1,038 

445 
618 
132 

3,436 
188,128 

4,092 
6,190 

8,576 

370 

501 
6,121 

99 
1,712 
4,621 

14,935 
14,946 
5,158 

268 



TOWN OF WHITEVILLE, TENNESSEE 
Schedule of Findings and Responses 

For the fiscal year ended June 30, 2012 

Instances of Noncompliance Material to the Financial Statements - continued 

Finding Number 4 - continued 

Cause: The Town Recorder did not amend all categories of the budget presented to the Board of 
Alderpersons. 

Recommendation: Budgets should be reviewed monthly and amendments made by the Board of 
Alderpersons when necessary. 

Response: We concur with the recommendation. 

Finding Number 5 

Condition: Fidelity bonds are insufficient to meet Rural Development bond requirements. 

Criteria: The Rural Development bond resolutions and conditions require the Town to provide a 
fidelity bond on the secretary and treasurer in an amount of at least the maximum amount of 
money the borrower will have on hand at anyone time. 

Effect: At June 30, 2012, the Town had fidelity bonds of $500,000 on each occurrence. The 
funds and investments on hand at June 30, 2012 in the Water and Sewer System totaled 
$780,345. The fidelity bond was $280,345 under the minimum amount. 

Cause: The Town did not increase its fidelity bond when funds increased. 

Recommendation: The Town should either increase its fidelity bond coverage to the minimum 
amount required by Rural Development or obtain a waiver from Rural Development. 

Response: We increased our employee dishonesty bond to $500,000. This is all we could get. 

Finding Number 6 

Condition: The Town did not maintain records of the water used by the Town nor bill other 
departments for water and sewer used prior to March 21, 2012. The Town does not compare 
water pumped to water sold to determine lost water percentage. 

Criteria: The Town is required to pay the water and sewer department for utilities used by each 
department. The Town should maintain records of water and sewer usage and monitor water loss 
monthly. 

Effect: The water and sewer department does not maintain records of Town usage of water and 
sewer utilities prior to March 21, 2012. During the year ended June 30, 2012, the Town pumped 
194,639,000 gallons of water but sold only 149,715,142 gallons. The lost gallons of water totaled 
44,923,858 gallons or 23.081 %. 

Cause: The Town could not determine t~e cause for the water loss. 
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TOWN OF WHITEVILLE, TENNESSEE 
Schedule of Findings and Responses 

For the fiscal year ended June 30, 2012 

Instances of Noncompliance Material to the Financial Statements - continued 

Finding Number 6 

Recommendation: We recommend the Town compare gallons pumped to gallons sold monthly 
and research unusual differences. 

Response: We concur with the recommendation. 

Finding Number 7 

Condition: Board approval and declaration of conflict of interest on related party insurance 
purchases were not always made. 

Criteria: Tennessee Code 6-54-107 et al allows related party insurance purchases as long as 
there is no other source of these items within the Town's municipal limits and the related party 
declares his conflict of interest and does not vote on the purchase. 

Effect: On September 15, 2011 the Town issued a check to TML Insurance for $18,096.19 that 
was $2,230 more than the approved amount. On September 22, 2011 the Town issued a check 
to TML Insurance for $1,398 which was not approved. On November 9, 2011, the Town issued a 
check to TML insurance for $33,906.05 which was $16,504.67 more than the approved amount. 
On May 24, 2012 the Town issued a check to TML Insurance for $16,162 which was not 
approved. Mayor James Bellar is the primary stockholder of Bass Insurance Company which is 
the agent for TML Insurance. Bass Insurance Company is the only insurance agent within the 
Town's municipal limits that sells this type of insurance. The Board of Alderperson's minutes did 
not reflect the approval of these disbursements or the Mayor's declaration of his conflict of interest 
for these disbursements. 

Cause: This was an apparent oversight. 

Recommendation: The Board of Alderperson's minutes should contain evidence of authorization 
to pay and the Mayor's declaration of his conflict of interest prior to purchase and payment. 

Response: We concur with the recommendation. 

Finding Number 8 

Condition: Interfund due to/from other fund loans resulting from funds paid from the wrong 
account and funds not timely transferred were not ~pproved by the Board of Alderpersons. 

Criteria: The Board of Alderpersons should approve all interfund loans or transfers. Funds 
should be transferred to the appropriate account timely when collected for another fund or 
deposited to the wrong account. 

Effect: At June 30, 2012 the Town water and sewer fund owed other funds $105, and the general 
fund owed other funds $165,005. 
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Finding Number 8 - continued 

Cause: The water and sewer fund did not timely transfer the sanitation funds to the appropriate 
account. The general fund did not transfer required funds to the drug fund or the cemetery 
perpetual care fund. The general fund received an excess reimbursement from the water and 
sewer fund and water and expenses were paid from wrong account. 

Recommendation: We recommend the Town immediately repay the interfund loans. All 
interfund loans and transfers should be approved by the Board of Alderpersons. 

Response: We concur with the recommendation; some have already been repaid. 

Finding Number 9 

Condition: In our test of payroll expenses, we noted employees were overpaid. 

Criteria: Employees should not be paid while they are off for lunch. Employees should be paid 
authorized pay rates. Time records shou\d maintain time started and time ended. 

Effect: In our test of 1 week's payroll, we noted two office employees worked only 7 hours per 
day, but were being paid for 8 hours per day. This amounted to a difference of $152. We noted 
one employee was given an unexplained raise without approval by the Mayor or Board of 
Alderpersons for the period July 1, 2011 to November 23, 2011. This amounted to a difference of 
$2,758. We noted one employee was on salary plus overtime and no time sheets were provided 
to document overtime paid. There was no overtime paid during the time period selected. 
Management received a refund that included the $2,758 unexplained raise mentioned above. 

Cause: The Town was paying office employees for their lunch hour. The Town officials were not 
requiring employees to properly complete time records. 

Recommendation: The Town should pay employees only for time actually worked. All employee 
raises and promotions should be authorized by the Board of Alderpersons. Management should 
consider requiring employees to punch a time clock and pay only for hours worked at the properly 
approved rate of pay. Management should not pay overtime to salaried employees without 
properly completed and approved time records. 

Response: We will discuss this situation with the Mayor and Board of Alderpersons and follow 
their direction. 

Finding Number 10 

Condition: The Town provided reduced rent without Board of Alderperson's approval. 

Criteria: The Town officials do not have authority to provide reduced rent without Board of 
Alderperson's authorization and justification. 
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Finding Number 10- continued 

Effect: The Town leases a building to a local church for $100 per month which appears to be less 
than fair rental value. 

Cause: The church has been renting the building for $100 for some time. 

Recommendation: The Town should determine a fair rental value for the church building. The 
Town should require the church to get utilities in the church's name. 

Response: We will consult with the Board of Alderpersons on the church building. 

Finding Number 11 

Condition: Unclaimed meter deposits are not being turned over to unclaimed property. 

Criteria: Once a water and sewer customer stops using these services, the Town is required to 
confiscate these meter deposits for nonpayment or refund these deposits. If the customer cannot 
be located, the deposit is required to be turned over to unclaimed property. 

Effect: The Town had customers move away without receiving a meter deposit refund. These 
unclaimed meter deposits have not been turned oyer to unclaimed property during the year ended 
June 3D, 2012. 

Cause: Unclaimed meter deposits are not being turned over to unclaimed property. 

Recommendation: We recommend the Town refund or confiscate unused meter deposits. If the 
Town cannot locate the former customers, the meter deposit should be turned over to unclaimed 
property. Since the Town is no longer charging a meter deposit, the Town might consider 
refunding all remaining meter deposits to avoid this situation in the future. 

Response: We will determine the meter deposits requiring refund and either confiscate, refund or 
turn over to unclaimed property. 

Finding Number 12 

Condition: Payroll time records are being turned in before the work week is completed. 

Criteria: Payroll should be paid based on time actually worked, not anticipated time to be worked. 

Effect: The payroll time records are turned in Thursday morning for anticipated work that will 
occur for the rest of the day including the night shift. If the employee went home early or worked 
overtime, this will not be included in the payroll check and might not be corrected on the following 
payroll check. 
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Finding Number 12 - continued 

Cause: Payroll checks for the week ended on Thursday are given out on Friday morning and the 
Town Recorder does not have enough time to complete the payroll checks if time records are 
turned in after the work week is completed. 

Recommendation: We recommend the time records not be turned in until after the work week is 
completed. The Town should consider changing the day payroll checks are given out from Friday 
to Monday, or changing the work week to end on Wednesday instead of Thursday. 

Response: We will consult with the Board of Alderpersons and follow their recommendation. 

Finding Number 13 

Condition: Salaried employees are not being required to maintain time records even nonexempt 
salaried employees. Compensated absence and sick pay time is not always being removed from 
records when a salaried employee did not work the full work week. 

Criteria: All employees should maintain time records of hours worked. Compensated absences 
and sick pay should be applied to salaried people when they do not work all forty hours during a 
work week. Nonexempt salaried employees are required to be paid overtime if they work over 40 
hours during a work week. 

Effect: These employees are not maintaining records of time worked; therefore, the use of 
compensated absences or sick pay days for time not worked cannot be determined. It appears 
that at least one of these salaried employees regularly takes off during the week, which should 
require the use of a compensated absence day. 

Cause: The information to determine compensated absence use or potential overtime is not 
being turned in to the Town Recorder. 

Recommendation: The Board of Alderpersons should require all full-time salaried employees 
maintain time records to document overtime and compensated absence and sick day use. 

Response: We will request all employees to turn in time records. 

Finding Number 14 

Condition: The Town has cash funds that are not collateralized in accordance with State laws. 

Criteria: State laws require the Town to obtain Category 1 collateral for all deposits. 
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Finding Number 14 - continued 

Effect: The Town had funds totaling $1,205 on deposit with PayPal at June 30, 2012. Funds 
varied throughout the year. PayPal deposits do not appear to be covered by FDIC insurance. 
The Town has no collateral pertaining to these deposits. 

Cause: The Town uses PayPal to collect certain police fines and make certain online purchases. 

Recommendation: The Town should determine if Pay Pal is covered by FDIC insurance. The 
Town should only have deposits with institutions covered with Category 1 collateral. 

Response: We will determine if PayPal is covered by FDIC insurance. We will either keep funds 
on deposit with PayPallow or change to the State clearing fund. 

Finding Number 15 

Condition: The Town experienced a cash shortage. 

Criteria: State laws prohibit the misuse of Town funds. 

Effect: On July 19, 2011 the Town Recorder performed a cash count of an employee's cash 
drawer while the employee was off on vacation. This cash count indicated the cash drawer was 
short by $40. The $40 was repaid on July 25, 2011. 

Cause: There was a lack of segregation of duties that led to the opportunity for the $40 cash 
shortage. In addition, deposits were not being made daily. 

Recommendation: We recommend the Town Recorder and Mayor or a Board of Alderperson 
representative balance all monthly collection reports to the general ledger. 

Response: We concur with the recommendation. 

Finding Number 16 

Condition: An ineligible expense was paid for work done on private property. 

Criteria: The Town cannot pay for work done on private property that does not benefit the Town 
as a whole. 

Effect: Water and sewer check number 1727 included a $300 payment for one half of a tank and 
pump system installed on private property so a contractor could hook up to the sewer system. 
The house was too low for gravity feed. This expenditure only benefited the contractor and not 
the Town as a whole. This appears to be an ineligible expenditure. 

Cause: Town officials agreed to pay for one half of the cost ofthe tank and pump system. 
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Finding Number 16 - continued 

Recommendation: The Town should not pay for any expense on private property. 

Response: We felt this expenditure was in the interest of the Town to maintain goodwill. 

Finding Number 17 

Condition: The Town did not obtain advertised competitive bids for all required items. 

Criteria: Title 2 Section 6 of the Tennessee Code requires competitive bids for management 
services for construction projects. The State of Tennessee requires three requests for proposals 
be mailed for engineering services. The Town should maintain documentation the three requests 
were mailed and documentation of the selection process. Contracts should be obtained and 
maintained for this type of professional services. The Town's purchasing policy requires public 
advertisement and competitive bidding for the purchase of all goods and services exceeding 
$4,000 except for those purchases specifically exempt from advertisement and bidding by the 
Municipal Purchasing Act of 1983. 

Effect: The Town had cash disbursements of $137,743 to United Health and $14,899 to Blue 
Cross Blue Shield for medical insurance premiums. No bids were obtained on either of these two 
vendors. The Town paid Wayne Wooden $8,390 for asphalt repairs. No bids were obtained. 
There was no evidence the Town advertised for request for proposals for administrative services 
for home grant totaling $17,708. 

Cause: The Town overlooked the bid law requirements. 

Recommendation: We recommend the Town follow its bid law requirements for purchases 
exceeding $4,000. 

Response: We will obtain bids on all purchases exceeding $4,000. 

Finding Number 18 

Condition: The water and sewer fund reported a negative change in net assets during the years 
ended June 30, 2010, 2011 and 2012. 

Criteria: Section 68-221-1010 Tennessee Code Annotated provides that should the system incur 
a negative change in net assets for two consecutive years, it will meet one of the criteria defining a 
financially distressed system. If this occurs, the State of Tennessee Division of Municipal Audit 
will be required to refer financially distressed systems to the Water and Wastewater Financing 
Board. 

Effect: The water and sewer fund has experienced a negative change in net assets of $(61,019), 
$(88,803), and $(75,996) during the years ended June 30, 2010, 2011 and 2012. 

Cause: Expenses increased faster than revenues. 

Page 92 



TOWN OF WHITEVILLE, TENNESSEE 
Schedule of Findings and Responses 

For the fiscal year ended June 30, 2012 

Instances of Noncompliance Material to the Financial Statements - continued 

Finding Number 18 - continued 

Recommendation: Management should consult with its engineer and increase water and sewer 
rates to result in an increase in net assets. 

Response: We increased water and sewer rates for July 2012. The Board of Alderpersons, 
based on citizen pressure, rescinded the water and sewer rate increase. We are consulting with 
MTAS to determine the water and sewer rate increase required. 

Finding Number 19 

Condition: The Town did not remit proceeds from confiscated DUI vehicles to the State Health 
Department or sell at auction DUI confiscated vehicles on hand by June 30, 2012. 

Criteria: TCA 40-33-211 provides for the revenue from the sale of vehicles confiscated for driving 
under the influence or driving on a revoked driver's license be turned over to the State Health 
Department by June 30 of each year after withholding funds used to compensate the Town for 
reasonable and direct expenses involved in the cQn~scation, towing, storage, and sale of forfeited 
vehicles. 

Effect: The Town received $6,125 proceeds from confiscated DUI vehicles during the year ended 
June 30, 2011 that was not remitted to the State Health Department prior to June 30, 2012. The 
Town had one DUI confiscated vehicle in inventory that had not been sold or proceeds remitted to 
the State Health Department prior to June 30, 2012. 

Cause: This was an apparent oversight. 

Recommendation: We recommend the Town determine the amount due to the State Health 
Department and remit the net proceeds immediately. 

Response: We will contact MTAS and determine the correct procedure to follow. 

Finding Number 20 

Condition: The Town does not maintain complete copies of its cancelled checks and deposit 
slips. 

Criteria: Title 5, Chapter 11, Section 9 of the June 2010 Internal Control and Compliance Manual 
for Tennessee Municipalities states although by State law cancelled checks must be maintained, 
because of current national legislation, cancel\ed checks may not be available. If imaged 
statements are issued, the municipality should require the bank to include both the front and back 
of each check and deposit slip, and require the images to be of such quality and size that they are 
clearly legible. 
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Finding Number 20 - continued 

Effect: The imaged statements provided to the Town by the various banks include only the front 
side of the checks and deposit slips. 

Cause: The Town feels the cost of obtaining the back copy of the check is prohibitive. 

Recommendation: We recommend the Town require its banks to provide both the front and 
back of all checks and deposit slips. 

Response: Obtaining copies of the back of cancelled checks is cost prohibitive. 

Finding Number 21 

Condition: Revenues collected are not being deposited daily. 

Criteria: Title 5, Chapter 11 Section 1 of the Internal Control and Compliance Manual for 
Tennessee Municipalities provides that collections should be deposited daily, if possible, but no 
more than three days after the initial collection. 

Effect: We noted a March 15, 2011 check was not deposited until November 15, 2011. We noted 
daily deposits were not being made. This was corrected in January, 2012. 

Cause: The Town Recorder was not making timely deposits. 

Recommendation: We recommend the Town instruct its personnel to make daily deposits, if 
possible, but always make deposits within three days. 

Response: We began making daily deposits or deposits within three days during January, 2012. 

Finding Number 22 

Condition: Ineligible loans were made to an employee. 

Criteria: The Town cannot make loans to its employees. 

Effect: The Town is authorized to withhold certain amounts from employee's pay checks and 
remit the funds to pay to a bank for the employee's benefit. During the year ended June 30, 2012, 
the Town remitted $778 more to the bank for the employee's benefit than was withheld from the 
employee's payroll. 
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Finding Number 22 - continued 

Cause: The Town was remitting payment to the bank based upon a bank payment notice instead 
of remitting the amount withheld from the employee's payroll. Apparently the wrong amount was 
being withheld. 

Recommendation: We recommend the Town recover the overpayment of $778 from these 
employees and change the authorized withholdings to the required amount. The Town should 
only remit the funds that have been withheld from employee's payroll. 

Response: We concur with the recommendation. 

Finding Number 23 

Condition: Board of Alderpersons authorization is not being obtained for new hires and wage rate 
increases. 

Criteria: The personnel policy gives the Mayor the right to terminate, promote, and reject 
applications for new hires, but does not give the Mayor the right to hire and give pay rate 
increases. 

Effect: The Town hired a new office employee and gave a pay rate increase to an office 
personnel without Board of Alderperson approval. 

Cause: The Mayor thought he had the authority to hire and give pay raises. 

Recommendation: We recommend the Board of Alderpersons review the hiring of the new 
employee and the pay raises given and either approve or reject them. 

Response: We will bring this up with the Board of Alderpersons. 

Finding Number 24 

Condition: The Town did not comply with all requirements of the Home Investment Partnership 
Program. . 

Criteria: The compliance supplement and grant contract specifies various compliance 
requirements. 
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Finding Number 24 - continued 

Effect: We noted the contract required each recipient to pay for $500 of the cost of the new 
home. The Town made these payments instead of payments being made by the recipient. There 
were two houses completed during the year. The Town is rehabbing only 5 houses while the 
grant agreement requires 8. The Town did not comply with the 3 day $5,000 rule for cash 
management. The Town had funds on hand totaling $37,303 from July 1, 2011 to July 8, 2011, 
$47,804 from August 10, 2011 to August 12, 2011,$7,123 from August 13, 2011 to August 29, 
2011, $7,098 from August 30, 2011 to September 22, 2011, $12,769 from September 23, 2011 to 
October 7,2011, and $10,269 from October 8,2011 to October 14, 2011. 

Cause: The Town Recorder did not understand all compliance requirements. 

Recommendation: We recommend the Town Recorder become familiar with all compliance 
requirements for grants. . 

Response: We concur with the recommendation. 

Significant Deficiencies or Material Weaknesses 

Finding Number 25 

Condition: As noted in finding numbers 1 through 24, there were violations of certain State laws 
and loan agreements. 

Criteria: Internal controls should be in place to prevent violations of laws and loan agreements. 

Effect: See effect of condition as listed in finding numbers 1 through 24. 

Cause: The Town did not have controls in place to prevent noncompliance. See cause of 
condition as listed in finding numbers 1 through 24. 

Recommendation: We recommend the Town install procedures to review each problem noted in 
finding numbers 1 through 24. 

Response: We will install procedures to prevent noncompliance. 

Finding Number 26 

Condition: The Town outsources financial statements, related notes, and supplementary 
information preparation. 

Criteria: Part of effective internal control over financial reporting is the ability to adequately 
produce financial statements in accordance with generally accepted accounting principles. 
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Finding Number 26 - continued 

Effect: The Town must incur the expense of outsourcing the preparation of the financial 
statements, related notes, and supplementary information. 

Cause: As is normal for towns of this type and size, the Town's staff and management do not 
have the required technical expertise to meet the ~bove criteria. 

Recommendation: Due to the size of the Town and the cost of hiring additional staff, no change 
is recommended. 

Response: We agree with the finding, but feel the Town is best served by continuing to outsource 
the preparation of financial statements, related notes, and supplementary information. This is less 
costly than hiring additional staff to perform these tasks. 

Finding Number 27 

Condition: The general ledger did not contain. entries to record all monthly billings for water, 
sewer and garbage. 

Criteria: Internal controls should be in place and functioning to record all water, sewer and 
garbage revenue billings in the Town's general ledger. 

Effect: The Town Recorder did not record water, sewer and garbage billings for the month ended 
June 30,2012. 

Cause: This was an apparent oversight. 

Recommendation: The Town Recorder should record water, sewer and garbage billings monthly 
in the general ledger. 

Response: We concur with the recommendation. 

Finding Number 28 

Condition: Various payroll reports and sales tax returns were filed late resulting in penalties 
being paid. 

Criteria: Internal controls should be in place to require timely filing of all government reports. 

Effect: Various reports were filed late resulting in penalties of approximately $534. 

Cause: Management was not monitoring filing dates for reports. 
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Finding Number 28 - continued 

Recommendation: Management should instruct its personnel to develop a calendar of due 
dates for government report filing. This calendar should be monitored daily to ensure all 
government reports are filed timely. 

Response: We concur with the recommendation. 

Finding Number 29 

Condition: Lack of segregation of duties. 

Criteria: Town officials should enforce division of duties to provide a system of checks and 
balances so no one person has control over a c0"i1pl~te transaction from beginning to end. 

Effect: The Town has employees who handle both cash collections and expenditures and record 
keeping, as well as ordering and receiving. . 

Cause: The Town does not have enough employees to have an adequate segregation of duties. 

Recommendation: The Town does not have the need to hire additional employees; therefore, 
the Mayor and Board of Alderpersons should review all financial records to ensure accuracy. 

I 

Response: We concur with the recommendation. 

Finding Number 30 

Condition: The general ledger contained multiple postings to the wrong account. 

Criteria: Controls should be in place requiring the posting of the disbursements and revenues to 
the appropriate general ledger account. 

Effect: The general ledger contained multiple errors in posting requiring numerous adjustments. 
. ' 

Cause: This was an apparent oversight. 

Recommendation: Management should remind the bookkeeper of the importance of posting 
transactions to the correct general ledger account. 

Response: We concur with the recommendation. 
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Finding Number 31 

Condition: All bank accounts do not require duafsignatures. 

Criteria: Effective internal controls require two authorized signatures on all checks. 

Effect: The disbursements made from the community center bank account, the home grant 
account, and the special drug fund account, are being signed only by the Town Recorder. The 
PayPal transactions are being authorized only by the Town Recorder. We noted there were 
checks that cleared the bank in most accounts that contained only one signature. 

Cause: Management has never required two signature these three accounts. The other accounts 
were apparent oversights. 

I 

Recommendation: Management should remind Its personnel the requirement for dual signatures 
apply to all disbursements made. 

Response: We have instructed our Town Recorder to require all checks written to contain two 
authorized signatures. 

Finding Number 32 

Condition: Internal controls over disbursements are inadequate. Invoices are not being timely 
paid. 

Criteria: Internal controls should be in place and functioning that require purchase orders and 
invoice approval. Internal controls should be in place requiring all invoices be timely paid. 

Effect: In our test of 158 cash disbursements we noted the following: 

A. 158 disbursements did not contain a purchase order. 
B. 158 disbursements did not contain evidence of approval by an appropriate official. 
C. 4 disbursements were coded to the wrong general ledger account. 
D. 1 invoice paid an expense on personal property of $300. 
E. 1 check from the Water and Sewer Fund reimbursed the General Fund for medical 

insurance based on a guess instead of actual paid. 

We noted the Board of Alderperson's minutes did not reflect claim approval. 

Cause: The Town does not require invoice approval by an appropriate official prior to payment. 
The Town uses a purchase order system but does not match purchase orders and paid invoices. 
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Significant Deficiencies or Material Weaknesses - continued 

Finding Number 32 - continued 

Recommendation: We recommend the Town establish internal controls that require the 
matching of purchase orders with invoices prior to payment. We also recommend the Town 
establish a procedure to require a designated board member to approve and initial all invoices 
prior to payment. 

Response: We will consult with the Board of Atderpersons and determine the internal controls 
that need to be installed. 

Finding Number 33 

Condition: The Town has excess cash in checking accounts or savings accounts that receive 
minimum interest rates. 

Criteria: It is in the best interest of the Town to'invest excess funds in certificates of deposit or 
other investments authorized by Tennessee law. 

, 
Effect: At June 30, 2012, the Town had checking accounts and savings totaling $804,347 that 
were earning less than certificate of deposit interest rates. Interest rates on debt are as high as 
6.25%. We also noted the Town does not check with other banks to obtain the best interest rates. 

Cause: Excess funds were being maintained in checking accounts instead of being invested or 
paid on debt. , , 

Recommendation: We recommend all excess funds be invested in accordance with Tennessee 
law. The Town could consider paying off certain high interest debt early with the excess funds. 

Response: We are checking with the various banks to determine the best interest rate. We will 
determine the excess funds on hand and invest the excess funds, if any. 

Finding Number 34 

Condition: The Town maintains the sanitation fund in the general fund transactions. The Town 
does not record the general fixed assets or long term debt account group monthly. The drug fund 
and the home banking account transactions were not fully recorded. 

Criteria: Effective internal controls should be in place to record each fund in a separate general 
ledger timely. ' 
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Finding Number 34 continued 

Effect: The sanitation fund transactions were included in the general fund transactions 
throughout the year requiring reclassification to the appropriate fund at year end. The additions to 
the general fixed assets and the reduction of debt in the long term debt account group were not 
recorded until year end. The Town Recorder had not recorded all drug fund and home bank 
account transactions. 

Cause: The Town Recorder did not realize the necessity to maintain each fund separately or to 
timely record all transactions. 

Recommendation: We recommend the Town record all transactions timely in the correct fund. 

Response: We concur with the recommendation., 

Finding Number 35 

Condition: Property tax collections from prior year were posted to the property tax subledger in 
the current year. 

Criteria: Internal controls should be in place to require the posting of property taxes to the 
computer subledger when collected. 

Effect: Property taxes of $2,709 were apparently collected prior to June 30, 2011, but were not 
recorded in the property tax sub ledger until September, 2011. 

Cause: The Town Recorder was behind and never entered these collections into the property tax 
computer subledger. 

Recommendation: We recommend all collections be receipted immediately. 

Response: We concur with the recommendation. 
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Prior Year Finding Number 1 

Condition: A Town vehicle is being used for personal purposes. 

Recommendation: We recommend the Town stop allowing the volunteer fire chief to use this 
vehicle like a personal vehicle. The Town should obtain reimbursement for the personal use of 
this vehicle. 

Status: This is still a finding in this report. See finding number 1 on page 83. 

Prior Year Finding Number 2 

Condition: The Town is not performing an annual inventory of governmental fund capital assets. 
Capital assets are not tagged for proper identification. 

Recommendation: The Town should inventory and permanently tag all Town general fixed 
assets. These general fixed assets should be valued at cost or estimated cost if donated or cost 
is not available. The Town should take an annual inventory and establish detailed general fixed 
asset records. 

Status: This is still a finding in this report. See finding number 2 on page 83. 

Prior Year Finding Number 3 
, 

Condition: Financial information and claim approval is not being provided to the Board of , 
Alderpersons. 

Recommendation: The Town should provide the Board of Alderpersons with monthly balance 
sheets and income statements compared to budget showing both monthly and year to date 
information. The Board should be provided with a list of all expenditures paid during the month for 
their review and approval. The Board of Alderpersons should review and approve all claims prior 
to payment. The Board of Alderpersons is ultimately responsible for all expenditures. 

Status: This is still a finding in this report. See finding number 3 on page 84. 

Prior Year Finding Number 4 

Condition: Expenditures exceeded budget. 

Recommendation: Budgets should be reviewed monthly and amendments made by the Board of 
Alderpersons when necessary. 

Status: This is still a finding in this report. See finding number 4 on pages 84-86. 
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Prior Year Finding Number 5 

Condition: Fidelity bonds are insufficient to meet Rural Development bond requirements. 

Recommendation: The Town should either increase its fidelity bond coverage to the minimum 
amount required by Rural Development or obtain a waiver from Rural Development. 

Status: This is still a finding in this report. See finding number 5 on page 86. 

Prior Year Finding Number 6 

Condition: The Town does not maintain records of the water used by the Town nor bill other 
departments for water and sewer used. The Town does not compare water pumped to water sold 
to determine lost water percentage. 

Recommendation: We recommend the Town start metering all Town water usage and compare , 
gallons pumped to gallons sold monthly and research unusual differences. Each department 
should pay the water and sewer department for utilities used. 

Status: The Town is now billing other departments for water and sewage usage. 

Prior Year Finding Number 7 

Condition: Board approval and declaration of conflict of interest on related party insurance 
purchases were not always made. 

Recommendation: The Board of Alderperson's minutes should contain evidence of authorization 
to pay and the Mayor's declaration of his conflict of interest prior to purchase and payment. 

Status: This is still a finding in this report. See finding number 7 on page 87. 

Prior Year Finding Number 8 

Condition: Interfund due to/from other fund loans resulting from funds paid from the wrong 
account and funds not timely transferred were not;approved by the Board of Alderpersons. 

Recommendation: We recommend the Town immediately repay the interfund loans. All 
interfund loans and transfers should be approved by the Board of Alderpersons. 

Status: This is still a finding in this report. See finding number 8 on pages 87-88. 
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Prior Year Finding Number 9 

Condition: In our test of payroll expenses, we noted employees were overpaid. 

Recommendation: The Town should pay employees only for time actually worked. All employee 
raises and promotions should be authorized by the Board of Alderpersons. Management should 
consider requiring employees to punch a time clock and pay only for hours worked at the properly 
approved rate of pay. Management should not pay overtime to salaried employees without 
properly completed and approved time records. 

Status: This is still a finding in this report. See finding number 9 on page 88. Management 
recovered $14,083. 

Prior Year Finding Number 10 

Condition: The Town provided reduced rent without Board of Alderperson's approval. 

Recommendation: The Town should determine a fair rental value for the church building. The 
Town should require the church to get utilities in the church's name. 

Status: This is still a finding in this report. See finding number 10 on pages 88-89. 

Prior Year Finding Number 11 

Condition: Unclaimed meter deposits are not being turned over to unclaimed property. 

Recommendation: We recommend the Town refund or confiscate unused meter deposits. If the 
Town cannot locate the former customers, the meter deposit should be turned over to unclaimed 
property. Since the Town is no longer charging a meter deposit, the Town might consider 
refunding all remaining meter deposits to avoid this situation in the future. 

Status: This is still a finding in this report. See finding number 11 on page 89. 

Prior Year Finding Number 12 

Condition: Payroll checks are given out before work is completed for the week. 

Recommendation: We recommend payroll checks not be given out until the work week has been 
completed. 

Status: Checks are now given out the day after the work week is completed. 
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Prior Year Finding Number 13 

Condition: Salaried employees are not being required to maintain time records. Compensated 
absence and sick pay time is not always being removed from records when a salaried employee 
did not work the full work week. 

Recommendation: The Board of Alderpersons should require all full-time salaried employees 
maintain time records to document overtime and compensated absence and sick day use. 
Management should obtain refunds for the pay increase paid in error. Pay raises and promotions 
should only be given when the Board of Alderperson's have approved them. 

Status: The Board of Alderpersons did not require the $3,628 overpaid compensated absence to 
be paid back. This is still a finding in this report. See finding number 13 on page 90. 

Prior Year Finding Number 14 

Condition: The Town has cash funds that are not collateralized in accordance with State laws. 

Recommendation: The Town should determine if PayPal is covered by FDIC insurance. The 
Town should only have deposits with institutions covered with Category 1 collateral. 

Status: This is still a finding in this report. See fi9ding number 14 on pages 90-91. 

Prior Year Finding Number 15 

Condition: The Town experienced a cash shortage. 

Recommendation: We recommend the Town Recorder and Mayor or a Board of Alderperson 
representative balance all monthly collection reports to the general ledger. 

Status: The Town recovered $40 on July 25, 2011. This is still a finding in this report due to the 
shortage actually occurred on July 19, 2011 which is during this fiscal year. See finding number 
15 on page 91. 

Prior Year Finding Number 16 

Condition: Capital assets were sold at auction that had not been declared surplus property by 
the Board of Alderpersons. 

Recommendation: We recommend the Town obtain Board of Alderperson's declaration of 
surplus property prior to disposing of capital assets. 

Status: No capital assets were sold at auction during the current year. 
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Prior Year Finding Number 17 

Condition: The Town did not obtain advertised competitive bids for all required items. 

Recommendation: We recommend the Town follow its bid law requirements for purchases 
exceeding $4,000. 

Status: This is still a finding is this report. See finding number 17 on page 92. 

Prior Year Finding Number 18 

Condition: Policemen on duty during the time that State in service training is done are being paid 
by the Town and are receiving a payment for in service training. 

Recommendation: We recommend the ToWn consult with the State of Tennessee to determine if 
this can be done. 

Status: It was determined that the Police was a supplement in addition to regular pay. 

Prior Year Finding Number 19 

Condition: The Town did not remit proceeds from confiscated DUI vehicles to the State Health 
Department by June 30, 2011. 

Recommendation: We recommend the Town determine the amount due to the State Health 
Department and remit the net proceeds immediately. 

Status: This is still a finding in this report. See finding number 19 on page 93. 

Prior Year Finding Number 20 

Condition: The Town does not maintain complete copies of its cancelled checks and deposit 
tickets. 

Recommendation: We recommend the Town require its banks to provide both the front and 
back of all checks and deposit slips. 

Status: This is still a finding in this report. See finding number 20 on pages 93-94. 

Prior Year Finding Number 21 

Condition: Revenues collected are not being deposited daily. 

Recommendation: We recommend the Town instruct its personnel to make daily deposits, if 
possible, but always make deposits within three days. 
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Prior Year Finding Number 21 - continued 

Status: This is still a finding in this report; however, this was corrected in January, 2012. See 
finding number 21 on page 94. 

Prior Year Finding Number 22 

Condition: Employee debt for errors in voluntary insurance withheld from payroll was forgiven. 

Recommendation: We recommend the Town require reimbursement of the amounts due. 

Response: No reimbursement was obtained. 

Prior Year Finding Number 23 

Condition: Town management changed banks without Board of Alderperson's authorization. 

Recommendation: We recommend the Board of Alderpersons' minutes reflect authorization for 
closing and opening bank accounts. We recommend the Town contact all local banks and 
determine the best interest rates and service charges. 

Status: There were no new banks added during the year. 

Prior Year Finding Number 24 

Condition: The Town did not comply with all requirements of the Home Investment Partnership 
Program. 

Recommendation: We recommend the Town Recorder become familiar with all compliance 
requirements for grants. We recommend the Town obtain a refund of the remaining $291 
overpayment. 

Status: This is still a finding in this report. See finding number 24 on pages 95-96. 

Prior Year Finding Number 25 

Condition: The water and sewer fund reported a negative change in net assets during the years 
ended June 30, 2010 and 2011. 

Recommendation: Management should consult with its engineer and increase water and sewer 
rates to result in an increase in net assets. 

Status: This is still a finding in this report. See finding number 18 on pages 92-93. 
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Prior Year Finding Number 26 

Condition: As noted in finding numbers 1 through 25, there were violations of certain State laws 
and loan agreements. . 

Recommendation: We recommend the Town install procedures to review each problem noted in 
finding numbers 1 through 25. 

Status: This is still a finding in this report. See finding number 25 on pages 96. 

Prior Year Finding Number 27 

Condition: The general ledger did not contain entries to record all monthly billings for water, 
sewer and garbage. 

Recommendation: The Town Recorder should record water, sewer and garbage billings monthly 
in the general ledger. 

Status: This is still a finding in this report. See finding number 27 on page 97. 

Prior Year Finding Number 28 

Condition: Various payroll reports and sales tax returns were filed late resulting in penalties 
being paid. 

Recommendation: Management should. instruct its personnel to develop a calendar of due 
dates for government report filing. This calendar should be monitored daily to ensure all 
government reports are filed timely. 

Status: This is still a finding in this report. See finding number 28 on pages 97-98. 

Prior Year Finding Number 29 

Condition: Employee medical insurance coverage is not timely adjusted due to not properly 
reviewing the medical insurance bill. 

Recommendation: Management should install controls to follow up on changes made that affect 
the amount owed for insurance. We recommend. all bills be timely reviewed to ensure accuracy. 
Management should make every attempt to obtain a reimbursement for the delayed modification 
to the medical insurance coverage. 

Status: All changes to policy appeared to be timely made during the current year. 
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Prior Year Finding Number 30 

Condition: Lack of segregation of duties. 

Recommendation: The Town does not have the need to hire additional employees; therefore, 
the Mayor and Board of Alderpersons should review all financial records to ensure accuracy. 

Status: This is still a finding in this report. See finding number 29 on page 98. 

Prior Year Finding Number 31 

Condition: The Town was covered by tWo different medical insurance companies for one month 
during the year ended June 30, 2011. The Town was billed for family coverage not requested. 

Recommendation: Management should contact the prior medical insurance provider and advise 
them that the new medical insurance policy became effective June 1, 2010 and try to obtain a 
refund for this double coverage. We understand that all claims subsequent to June 1, 2010 were 
made with the new medical insurance provider. Management should install procedures to ensure 
monthly medical insurance invoices are properly reviewed for accuracy. 

Status: The Town was not able to obtain a refund for this double coverage. 

Prior Year Finding Number 32 

Condition: Bank accounts are not being reconciled and balanced to the general ledger timely. 
The general ledger contained multiple postings to the wrong account. 

Recommendation: Management should remind the bookkeeper of the importance of reconciling 
cash to the general ledger monthly. 

Status: Bank accounts are being sub,sta~tially reconciled timely. However there were still 
mispostings to the general ledger. This is still a finding in this report. See finding number 30 on 
page 98. 

Prior Year Finding Number 33 

Condition: All bank accounts do not require dual signatures. 

Recommendation: Management should remind its personnel the requirement for dual signatures 
apply to all disbursements made. 

Status: This is still a finding in this report. See finding number 31 on page 99. 
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Prior Year Finding Number 34 

Condition: Internal controls over disbursements are inadequate. Invoices are not being timely 
paid. 

Recommendation: We recommend the Town establish internal controls that require the 
matching of purchase orders with invoices prior to payment. We also recommend the Town 
establish a procedure to require a designated Board member to approve and initial all invoices 
prior to payment. We also recommend the Town Recorder be instructed to pay all bills timely. 
We recommend the Board of Alderpersons periodically review disbursements to ensure they are 
being timely paid. 

Status: This is still a finding in this report. See finding number 32 on pages 99-100. 

Prior Year Finding Number 35 

Condition: The Town has excess cash in checking accounts or savings accounts that receive 
minimum interest rates. 

Recommendation: We recommend all excess funds be invested in accordance with Tennessee 
law. The Town could consider paying off certain high interest debt early with the excess funds. 

Status: This is still a finding in this report. See finding number 33 on page 100. 

Prior Year Finding Number 36 

Condition: The Town maintains the sanitation fund in the general fund transactions. The Town 
does not record the general fixed assets or long term debt account group monthly. 

Recommendation: We recommend the Town record all transactions timely in the correct fund. 

Status: This is still a finding in this report. See finding number 34 on pages 100-101. 

Prior Year Finding Number 37 

Condition: The Town outsources financial statements, related notes, and supplementary 
information preparation. 

Recommendation: Due to the size of the Town and the cost of hiring additional staff, no change 
is recommended. 

Status: This is still a finding in this report. See finding number 26 on pages 96-97. 
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Prior Year Finding Number 38 

Condition: Credit card receipts were not being m'onitored to determine collection. 

Recommendation: Management should establish procedures to require its personnel to 
compare credit card receipts to credit card collections daily. 

Status: The Town no longer takes payments on credit cards. 

Finding Number 39 

Condition: The Town's computer software for maintaining compensated absences is not being 
maintained properly. 

Recommendation: We recommend the Town Recorder obtain training in how to use the 
compensated absence software and enter data each payroll. Alternatively manual records could 
be maintained contemporaneously. 

Status: The Town is now maintaining these records manually. 
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