





















































































































































Note 1.

Note 2.

Note 3.

City of Gallatin, Tennessee
Notes to Required Supplementary Information
June 30, 2010

Budget Basis

Budgets for the General Fund and Special Revenue Funds are adopted on the
modified accrual basis consistent with generally accepted accounting principles
(GAAP),

Budget Policies and Procedures
The City follows these procedures in establishing the budgetary data reflected in the
financial statements:

A.

Cow

Prior to year end, the Director of Finance and Mayor submit to the City Council a
proposed operating budget for the fiscal year commencing the following July 1%
The operating budget includes proposed expenditures and the means of
financing them.

Public hearings are conducted to obtain taxpayer comments on the budget.

Prior to June 30, the budget is legally enacted through passage of an ordinance.
The Department Heads are authorized to transfer budgeted amounts within their
departments; however, any revisions that alter the total expenditures of any
department function or fund must be approved by the City Council.

Formal Budgetary integration is employed as a management control device
during the year for the General Fund and Special Revenue Fund.

Budgeted amounts are as originally adopted, or as amended by the City Council.
Budget appropriations lapse at year end.

Budget Overages
As of June 30, 2010, the following budget overages were noted. Funding of any
deficiencies is the ultimate responsibility of the City of Gallatin, Tennessee.

Final
Fund/Department Budget Actual QOverage
City Planner 429,996 434,581 (4,585)
Police Department 6,016,665 6,025,641 (8,976)
Animal Control 99,908 99,965 (57)
Vehicle Maintenance 389,893 403,148 (13,255)

See auditors’ report.
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Assets
Cash and Cash Equivalents
Receivables, net
Due From Other Funds
nventory
Total Assets

Liabilities and Fund Equity
Liabilities
Accounts Payable
Due To Other Funds
Accrued Liabilities
Total Liabiiities
Fund Balances
Unreserved:
Designated for Specific Projects
Reserved For:
inventory
Endowments
Total Fund Balances

Total Liabliies and Fund Balances

Revenues
Charges for Services
Irtergovernmental Grants
Investment Income
Fines and Forfeitures
Miscellaneous:
Cther Revenue
Total Revenues

Expenditures
Salaries, Taxes and Benefits
Repairs and Maintenance
Insurance
Other Conrractual Services
Utiities
Supplies
Other Current Operating
Capital Qutlay

Total Expenditures

Excess of Revenues Over {Under} Expenditures

Other Financing Sources {(Uses)
Contributions
QOperating Transfers In (Out}

Total Other Financing Sources {Uses)

Net Change in Fund Balances
Fund Balance - July 1, 2008
Prior Period Adjustment

Fund Balances - June 30, 2010

CITY OF GALLATIN, TENNESSEE

Combining Balance Sheet

Non-major Governmental Funds

June 30,2010

Permanent Funds

Non-major Capital Projects Thomas A.
Special Revenue Funds Funds Witherspoon Total
Environmental Capital Industrial Educational Cemetery Non<major
Special Drug Services Projects 2007 Park Memorial Trust Governmental
Funds Fund Fund G.0 Bond Fund Fund Trust Fund Fund Funds
3 234,056 $ (185803) § (128,080) § 1778137 $ 55,086 $ 104682 § 26921 $ 18380979
- - 62,478 - - 267718 - 320,186
- - 12217 - - - - 12217
S 234 056 $ {185,803} $ {51.385) $ 1778137 § 59066 $§ 362400 § 26921 $ 2223392
$ 68,407 $ 542 $ 77302 $ - $ - $ -8 - $ 146,252
27,700 - - - - - - 27,700
96,107 542 77.302 - - - - 173,952
137,948 {186,346} {140,904} 1,778,137 58,066 347.400 26,921 2,022,223
- - 12,217 - - - - 12,217
- - - - - 15,000 - 15,000
137.949 {186.346) {128,687) 1,778,137 59.066 362.400 26,921 2.049.439
$ g=34,056 3 {185,803} $ {51.388) $ 1778137 $ 58,0868 $ 362400 $ 28,921 $ 2223392
CITY OF GALLATIN, TENNESSEE
Combining Statement of Revenues, Expenditures and Changes in Fund Balances
Non-major Governmental Funds
For the Year Ended June 30, 2010
Permanent Funds
Thomas A.
Special Revenue Funds Capital Projects Funds Witherspoon Total
Environmental Capital Industrial Ed ional C ¥ N jor
Special Drug Services Projects 2007 Park Memorial Trust Governmental
Funds Fund Fund .0 Bond Fund Fund Trust Fund Fund Funds
$ - 3 - $  1.138,060 $ - $ - $ - $ - $ 1,138,060
68,508 - - 178,638 - - - 247,048
40 - - 6252 - 17.354 2,680 26,325
4,200 104,153 - - - - - 108,353
- - 14.437 - - - - 14.437
72748 104,153 1,152,497 184,780 - 17.354 2,680 1,534,221
34,228 - 666,472 - - - - 700,701
- - 33858 - - - - 33,885
- - 12,080 - - - - 12,050
- - 512,908 - - - - 512,809
- - 9,016 - - - - 9,016
4,704 - 71,751 - - (281) - 76,164
15,226 215,038 124288 - - - - 354 549
56,733 - - 757,733 11,051 - - 825516
110.892 215,038 1.430.341 757733 11,051 {281} - 2,524,761
{38,144) {110,882} (277.844) {572,943} {11,051} 17.645 2,680 {980,540)
16,746 - - - - - - 16,746
- - 277.844 - - - - 277,844
16,746 - 277.844 - - - - 284,590
(21,399} (110,882) - (572,843) {11,081) 17,645 2,680 {695,850}
158.347 (75.463) (128.687) 2.351.080 70117 344,755 24.241 2,745,390
$ 137,949 $ {186,346} $ {128.637) $ 1778137 $ 53,066 5 362400 & 26921 § 2045439

See auditors' report.
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CITY OF GALLATIN, TENNESSEE

Schedule of Revenues, Expenditures, and Changes in
Fund Balance - Budget and Actual
Non-Major Special Revenue Funds
For the Year Ended June 30, 2010

Special Funds

Budgeted Amounts Positive
{Negative)
Variance with
Original Final Actual Final
Revenues
Intergovernmental Grants $ 68,565 $ 125,338 3 68,509 $ (56,829)
Fines and Forfeitures 3,000 11,000 4,200 (6,800)
Interest Earnings - - 40 40
Total Revenues 71,565 136,338 72,748 (63,590)
Expenditures
Current:
Salaries, Taxes and Benefits 21,317 148,788 34,229 114,559
Supplies 10,280 18,999 4,704 14,295
Drug Operating Supplies 46,000 46,000 15,226 30,774
Capital Outlay 4,761 170,215 56,733 113,482
Total Expenditures 82,3568 384,002 110,892 273,110
Excess of Revenues Over (Under) Expenditures (10,793) (247 664) (38,144) 209,520
Other Financing Sources {Uses)
Contributions 5,000 15,000 16,746 1,746
Total Other Financing Sources (Uses) 5,000 15,000 16,746 1,746
Net Change in Fund Balances (5,793) (232,664) (21,399) 211,265
Fund Balance - July 1, 2009 - 226,871 159,347 (67,524)
Fund Balances - June 30, 2010 $ (5,793) $ (5,793) $ 137,949 $ 143,742

See auditors' report.
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CITY OF GALLATIN, TENNESSEE

Schedule of Revenues, Expenditures, and Changes in

Fund Balance -~ Budget and Actual
Non-Major Special Revenue Funds
For the Year Ended June 30, 2010

Revenues
Fines and Forfeitures
Interest Eamnings
Total Revenues

Expenditures
Current:
Drug Operating Supplies
Total Expenditures

Excess of Revenues Over (Under) Expenditures
Net Change in Fund Balances

Fund Balance - July 1, 2009
Fund Balances - June 30, 2010

Revenues
Charges for Services
Miscellaneous:
Other Revenue
Total Revenues

Expenditures
Salaries, Taxes and Benefits
Repairs and Maintenance
Insurance
Other Contractual Services-Tipping Fees
Utilities
Supplies
Other Current Operating
Capital Outlay
Total Expenditures

Excess of Revenues Over (Under) Expenditures

Other Financing Sources {Uses)
Operating Transfers In (Out)
Total Other Financing Sources (Uses)

Net Change in Fund Balances
Fund Balance - July 1, 2009

Fund Balance - June 30, 2010

Drug Fund
Budgeted Amounts Positive
(Negative)
Variance with
Original Final Actual Final
200,000 200,000 104,153 $ (95,847)
1,000 1,000 - (1,000)
201,000 201,000 104,153 (96,847)
320,000 320,000 215,035 104,965
320,000 320,000 215,035 104,965
(119,000) (119,000) (110,882) 8,118
(119,000) (119,000) (110,882) 8,118
- - (75.463) (75,463)
$  (119,000) $ (119,000) $  (186,346) $ (67,346)
Environmental Services Fund
Budgeted Amounis Positive
{Negative)
Variance with
Original Final Actual Final
$ 1,120,500 $ 1,120,500 $ 1,138,060 $ 17,560
5,100 14,752 14,437 (315)
1,125,600 1,135,252 1,152,497 17,245
712,084 712,084 666,472 45612
51,000 51,000 33,855 17,145
24,500 24,500 12,050 12,450
500,000 500,000 512,909 (12,909)
7,350 7,350 9,016 (1,666)
96,000 96,000 71,751 24,249
121,054 130,706 124,288 6,418
1,511,988 1,521,640 1,430,341 91,299
(386,388) (386,388) (277.,844) 108,544
386,388 386,388 277,844 (108,544)
386,388 386,388 277 844 (108,544)
- - - ()
(128 ,687) (128,687) (128,687) -
$  (128,687) $ (128,687) $  (128,687) $ )

See auditors' report.
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Schedule of Revenues, Expenditures, and Changes in
Fund Balance - Budget and Actual
Capital Projects Fund - Industrial Park and 2007 G.O. Bond Funds
For the Year Ended June 30, 2010

Industrial Park Fund

Budgeted Amounts Positive
{Negative)
Variance with
Original Final Actual Final

Revenues

Interest Earnings $ 2,000 $ 2,000 § - $ (2,000)

Total Revenues _ 2,000 2,000 - (2,000)

Expenditures

Current:

Capital Outlay 100,000 135,276 11,051 124,225
Total Expenditures 100,000 135,276 11,051 124,225
Excess of Revenues Over (Under) Expenditures (98,000) (133,276) (11,051) 122,225

Net Change in Fund Balances (98,000) (133,276) (11,051) 122,225
Fund Balance - July 1, 2009 70,117 70,117 70,117 -
Fund Balances - June 30, 2010 $ (27.883) § (63,159) $§ 59,068 §$ 122,225
2007 G.0. Bond Fund
Budgseted Amounts Positive
(Negative)
Variance with
Qriginal Final Actual Final
Revenues
Intergovernmental Grants $ - $ - $ 178,638 § 178,538
Investment Income 200,000 300,000 6,252 (293,748)
Total Revenues 200,000 300,000 184,790 (115,210)
Expenditures
Capital Outlay 5,045,344 4,816,409 767,733 4,058,676
Total Expenditures 5,045,344 4,816,409 757,733 4,058,676
Excess of Revenues Over (Under) Expenditures (4,845,344) (4,516,409) (5672,943) 3,943,466
Other Financing Sources (Uses)
Operating Transfers in (Out) {200,000) {200,000) - 200,000
Total Other Financing Sources (Uses) (200,000) (200,000) - 200,000
Net Change in Fund Balances (5,045,344) (4,716,409) (572,943) 4,143,466
Fund Balance - July 1, 2009 2,351,080 2,351,080 2,351,080 -
Fund Balances - June 30, 2010 $(2,604,264) $ (2,365,329) §$ 1,778,137 $§ 4,143,466

See auditors' report.
44



Schedule of Revenues, Expenditures, and Changes in
Fund Balance - Budget and Actual Non-major Permanent Funds
Thomas A. Witherspoon Educational Memorial Trust Fund and Cemetary Trust Fund
" For the Year Ended June 30, 2010

Thomas A. Witherspoon Educational Memorial Trust Fund

Budgeted Amounts Positive
(Negative)
Variance with
Original Final Actual Final

Revenues

Interest Earnings on Savings $ - $ - $ 17354 % 17,354

Total Revenues - - 17,354 17,354

Expenditures

Current:

Supplies - - (291) 291
Total Expenditures - - (291) 291
Excess of Revenues Over (Under) Expenditures - - 17,645 17,645

Net Change in Fund Balances - - 17,645 17,645
Fund Balance - July 1, 2009 344,755 344,755 344,755 -
Fund Balances - June 30, 2010 § 344755 § 344,755 § 362400 § 17,845
Cemetary Trust Fund
Budgeted Amounts Positive
(Negative)
Variance with
Original Final Actual Final
Revenues
Interest Earnings $ - $ - $ 2680 $ 2,680
Total Revenues - - 2,680 2,680
Expenditures
Current;
Total Expenditures - - - -
Excess of Revenues Over (Under) Expenditures - - 2,680 2,680
Other Financing Sources {Uses)
Operating Transfers In (Out) - - - -
Total Other Financing Sources (Uses) - - . -
Net Change in Fund Balances - - 2,680 2,680
Fund Balance - July 1, 2009 24,241 24,241 24,241 -
Fund Balances - June 30, 2010 $ 24241 § 24241 § 26921 § 2,680

See auditors' report.
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CITY OF GALLATIN, TENNESSEE

Schedule of Expenditures of Federal and State Financial Assistance

For the Year Ended June 30, 2010

CFDA Beginning Cash Ending
Grantor Agency Number Program Name {Accrued) Deferred Receipts Expenditures {Accrued) Deferred
Federal Awards - ARRA
Greenway Phase tand i ARRA-CM-9308(12) ARRA Town Creek Gresnway Phase | and Il - - (273,545} (273,545)
Department of Transportation, Federal
Highway Administration ARRA-20.205 ARRA #1 Big Station bridge/road - 2,938 (738,734) (735,785)
Department of Transportation, Federal
Highway Administration ARRA-20.205 ARRA #2 S Water Resurfacing - 79,833 (103,643) 23,810y
Department of Transportation, Federal
Highway Administration ARRA 20,205 Downtown Streelscape Phase - - - -
Department of Justice ARRA-16.804 Police - 56,773 (56,773) -
Federal Awards - Non ARRA
Department of Transportation, Federal
Highway Administration 20.205 Downtown Streetscape Phase | (201,239) 205,820 (4,881} 0
Department of Transportation, Federal
Highway Administration 20.205 Downtown Strestscape Phase 1 (573,531) 668,356 (94,825) ©)
Federal Emergency Managemsnt Agency 97.036 May Flaod - - (76,288) (76,298)
Department of Justice Police - 7,326 (7,328) -
Nashville Viclent Crime Task Force
The Federal Bureau of Investigation Grant 22,045 3,345 (25,380) ©
Rural Business Enterprise Grant-
USDA 10-768 Farmers Market - 25,000 (25,000} -
Federal Emergency Management Agency 97.036 2-06-034036-01 - 7,728 (7,728) -
CJP BJA 2008 BVP 16.807 Body Amor Replacement (6,002) 13,000 {6,988) -
TML Safety Grant - 2,400 {2,400) -
Youth Community Enpowsrment 2,660 - (2,660) -
Total Federal Awards (756,066} 1,072,620 (1,426,001} (1,108,448
State Financial Assistance
Tennessee Department of Transportation 40234 Big Station Camp Creek (non ARRA} (41,858) 214,704 (247,408) (74,563)
Tennesses Department of Transpornation Albert Gailatin/Hatlentrack extension - 57,841 {73,840) {15,998)
DG/08-22849-00/ Z- TN Agriculture Enhancement Program -
TN Dept of Agriculture 08-201382-00 Gallatin Farmers Market (78,588) 88,950 (11,352} -
TN Depariment of Commerce and insurance unknown Satary Supplement - Police - 40,200 (40,200} -
TN Department of Commerce and Insurance unknown Salary Supplement - Fire - 28,400 (23,400} -
TN Agriculiure Enhancement Program -
TN Dept of Agricutture 32506-05210 Gallatin Farmers Market Tree Grant - 2,380 (2,380) -
Governors Highway Safety (12,668} 24,443 (11,775) {0}
TN Dept of Agriculture Downtown Tree grant - 10,241 (10,241) -
Triple Cresk Walking Trail & Restrooms
TN Dept of Environment and Conservation  LWCF Grant #47-00788  / Land Water Park Grant (42,865} 22,093 - (20,772)
(175,960) 491,251 (426,586) (111,334)

Note 1. Basis of Presentation

The accompanying Schedule of Expendilures of Federal and Stals Financial Assistance summarizes the expenditures of the City of Gallatin, Tennessee under
the programs of the federal and state governments for the year ended June 30, 2010. The schedule is presenled using the modified accrual basis of accounting.

Note 2. Non-Cash Assistance

For the year ended June 30, 2010, thers were no Federal or Slale awards expended in the form of non-cash asssistance.

See audilors' report
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CITY OF GALLATIN, TENNESSEE
Schedule of Long-Term Debt, Principal, and Interest Requirements

By Fiscal Year
June 30, 2010

Governmental Activities

Fiscal Year Capital Outlay General Obligation Geoneral Obligation Public Total
Ended Note- 2009 Refunding Series - 2004 improvement Bonds - 2007
June 30, Principal interest Principai Interest Principal Interest Principai interest
2011 330,000 140,381 315,000 42,776 130,000 310,368 775,000 493,526
2012 340,000 128,006 310,000 34,570 150,000 305,169 800,000 467,745
2013 355,000 116,108 350,000 25,883 130,000 299,169 835,000 441,158
2014 365,000 102,794 345,000 15,895 150,000 293,969 860,000 412,658
2015 380,000 89,106 335,000 5,360 180,000 287,969 896,000 382,435
2018 400,000 73,906 - - 430,000 278,969 830,000 352,875
2017 415,000 56,906 - - 445,000 257,469 860,000 314,375
2018 435,000 40,306 - - 465,000 235,219 900,000 275,525
2019 460,000 21,275 - - 485,000 211,969 945,000 233,244
2020 - - - - 500,000 191,356 500,000 191,356
2021 - - - - 525,000 170,106 526,000 170,106
2022 - - - - 545,000 147,794 545,000 147,794
2023 - - - - 565,000 124,631 565,000 124,631
2024 - - - - 590,000 102,031 590,000 102,031
2025 - - - - 615,000 78,431 615,000 78,431
2026 - - - - 640,000 53,831 640,000 53,831
2027 - - - - 665,000 27,431 665,000 27,431
Total $ 3,480,000 $ 768,788 $ 1,655,000 $ = 124,484 $ 7,210,000 $ 3,375,881 $12,345000 § 4,269,153
Business~Type Activities
Fiscal Year Water & Sewer Water & Sewer Water & Sewer Water & Sewer
Ended Revenue & Tax Bonds - 2008 2008 Bond Premium Revenue & Tax Bonds -2004  Revenue & Tax Bonds - 2003
June 30, Principal Interest Principal interest Principal interest Principal Interest
2011 600,000 1,187,675 68,961 ~ 325,000 69,700 215,000 155,726
2012 650,000 1,166,675 57,106 - 315,000 61,294 220,000 148,739
2013 675,000 1,143,925 47,290 - 310,000 53,094 230,000 141,589
2014 725,000 1,120,300 39,161 - 305,000 44,256 235,000 130,089
2015 776,000 1,094,925 32,429 - 300,000 34,881 245,000 119,808
2016 800,000 1,067,800 26,854 - 295,000 25,103 255,000 110,988
2017 850,000 1,037,800 22,238 - 290,000 15,080 265,000 101,553
2018 900,000 1,003,800 18,415 - 285,000 4,988 275,000 91,483
2019 955,000 967,800 15,250 - - - 285,000 80,757
2020 990,000 929,600 12,628 - - - 300,000 69,358
2021 1,035,000 887,525 10,458 - - - 310,000 57,058
2022 1,075,000 846,125 8,660 - - - 325,000 44,038
2023 1,120,000 797,750 7,171 - - - 340,000 30,063
2024 1,180,000 741,750 5,939 - - - 355,000 15,443
2025 1,240,000 682,760 4,918 - - - - -
2026 1,300,000 620,750 4,072 - - - - -
2027 1,365,000 555,750 3,372 - - - - -
2028 1,435,000 487,500 2,793 - - - - -
2029 1,505,000 415,750 2,313 - - - - -
2030 1,580,000 340,500 1,915 - - - - -
2031 1,660,000 261,500 1,586 - - - - -
2032 1,740,000 178,500 1,313 - - - - -
2033 1,830,000 91,500 6,326 - - - - -
Total $ 25985000 $ 17,627,950 $ 401,168 & - $ 2,425000 $ 308,366 $ 3,855,000 $ 1,296,692
Business-Type Activities
Fiscal Year Total Total Business-Type
Ended Electric Fund & Governmental Activities
June 30, Principal Interest Principal interest Principal Interest
2011 167,750 59,592 1,376,711 1,472,693 2,151,711 1,866,219
2012 153,986 49,527 1,396,092 1,426,235 2,196,092 1,893,980
2013 163,986 40,288 1,416,276 1,378,896 2,251,276 1,820,054
2014 153,987 31,049 1,458,148 1,325,694 2,318,148 1,738,351
20185 251,901 21,810 1,604,330 1,271,424 2,499,330 1,653,859
2016 111,592 6,696 1,488,446 1,210,587 2,318,446 1,563,462
2017 - 1,427,238 1,154,403 2,287,238 1,468,778
2018 - - 1,478,415 1,100,271 2,378,415 1,375,796
2019 - - 1,255,250 1,048,557 2,200,250 1,281,801
2020 - - 1,302,628 998,958 1,802,628 1,190,314
2021 - - 1,355,458 944,583 1,880,458 1,114,689
2022 - - 1,408,660 890,163 1,953,660 1,037,957
2023 - - 1,467,171 827,813 2,032,171 952,444
2024 - - 1,540,939 757,193 2,130,938 859,224
2025 - - 1,244,918 682,750 1,859,918 761,181
2026 - - 1,304,072 620,750 1,844,072 674,581
2027 - - 1,368,372 555,750 2,033,372 583,181
2028 - - 1,437,793 487,500 1,437,793 487,500
2029 - - 1,507,313 415,750 1,507,313 415,750
2030 - - 1,581,915 340,500 1,581,915 340,500
2031 - - 1,661,586 261,500 1,661,586 261,500
2032 - - 1,741,313 178,500 1,741,313 178,500
2033 - - 1,836,326 91,500 1,836,326 91,500
Totat $ 993,202 § 208,961 $ 33,659,370 5 19,441,969 $ 46,004,370 523,711,122

See auditors' report.
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CITY OF GALLATIN, TENNESSEE
Schedule of Property Tax Rates and Assessments
Last Ten Fiscal Years

Tax Rate Total
Year of Per $100 Assessed

Levy City Value
2009 0.99 $ 9,038,205
2008 1.12 8,743,629
2007 1.12 8,284,247
2006 1.12 7,620,697
2005 1.12 6,286,061
2004 1.12 5,965,450
2003 1.12 5,887,040
2002 1.12 5,613,048
2001 1.32 5,444,722
2000 1.32 5,159,201

See auditors’ report.
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CITY OF GALLATIN, TENNESSEE
Schedule of Uncollected Delinquent Taxes Filed
June 30, 2010

Gross Property

Taxes
Year Receivable
of Levy June 30, 2010
2010 $ 10,685,030
2009 511,750
2008 246,918
2007 74,727
2006 39,820
2005 21,337
2004 14,869
2003 21,228
2002 42 214
2001 39,110
2000 15,204
Totals $ 11,712,206

See auditors' report.
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GALLATIN DEPARTMENT OF ELECTRICITY

SCHEDULE OF RATES IN FORCE

June 30, 2010

RESIDENTIAL RATE
Customer charge per month
Energy charge:

Per kWh per month

GENERAL POWER RATE
GSA (Demand 0-5,000 kW)
Customer charge per month

1. Less than 50 kW and not more than 15,000 kWh

All kWh per kWh

2. Between 51 and 1,000 kW with energy usage over 15,000 kWh

0 to 50 kW
More than 50 to 1,000 kW

First 15,000 kWh per month
Additional kWh per month

3. Between 1,001 and 5,000 kW
0 to 1,000 kW
More than 1,000 to 5,000 kW

All kWh per kWh

GSB (Demand from 5,001 to 15,000 kW)
Customer charge per month
Demand charge
Energy charge:

First 620 kWh
Additional kWh
Outdoor lighting

MSB1 (Demands for month is less than 5,000 kW)
Customer charge per month
Demand charge
Energy charge:
First 620 kWh
Additional kWh

MSB2 (Demands greater than 5,000 kW)
Customer charge per month
Demand charge
Energy charge:

First 620 kWh
Additional kWh

See independent Auditors' Report.
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$ 7.92
0.07514
$ 13.82
0.08321

No charge

$11.52 per kW

0.08688
0.04846

$11.84 per kW
$13.96 per kW

0.04917
$1,500.00
$15.40 per kW

0.04336
0.03576

.06053 per kWh

$1,500.00
$13.27 per kW

0.03722
0.03074
$1,500.00
$12.59 per kW

0.03545
0.02932



CITY OF GALLATIN, TENNESSEE
Gas Rate Structure and Customer Information
For the Year Ended June 30, 2010

Rates

Residential and Commerical Rates

Outside Inside
First 200 Cubic Feet $3.85 minimum  $3.50 minimum
All Usage Over 200 Cubic Feet $1.72/ccf $1.57/ccf
Industrial Rates
All Usage $1.72/ccf $1.57/ccf
Preferred Interruptible Rates
All Usuage $1.42/ccf
Interruptible Rates
First 100,000 Cubic Feet $1.32/ccf
All Usage Over 100,000 Cubic Feet $1.27/ccf
Residential Gas Connection Fee
Outside Inside
$125 $100

Number of Customers

Class of Customers
Service 2010 2009
Residential 10,669 10,602
Commercial 1,228 1,205
Industrial 96 70
interruptible 3 5
Total 11,996 11,882

See auditors' report.
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Governmental Activities
Invested in Capital Assets, Net of Related Debt
Restricted
Unrestricted

Total Governmental Activities Net Assets

Business-Type Activities
Invested in Capital Assets, Net of Related Debt
Unrestricted

Total Business-Type Activities Net Assets

Primary Government
Invested in Capital Assets, Net of Related Debt
Restricted
Unrestricted

Total Primary Government Net Assets

CITY OF GALLATIN, TENNESSEE

Net Assets by Component
Last Ten Fiscal Years

Fiscal Year

2010 2009 2008 2007 2006 2005 2004 2003 2002* 2001*
$ 40,679,786 § 35,081,049 § 30,192475 § 25940,281 $ 30,858,306 $ 26,282,195 § 23,340,840 § 20,324,988
(171,346) (60,4683) 315,368 276,859 15,000 922,957 538,645 805,060
38,464,287 13,160,846 14,348,514 19,876,514 8,339,620 8,957,037 9,628,934 9,607,473
$ 78972727 $ 48,181,532 § 44856355 $§ 46,003,654 $ 39212926 § 36,162,189 § 33,508418 $ 30,737,521
$ 90,944,012 § 82,808,956 § 97,346,673 § 86,922,174 $ 78,646,271 §$ 71,055,638 § 67,885,890 § 65,065,892
4,918,217 38,074,203 20,291,861 19,344,762 20,545,976 17,055,143 14,082,726 11,194,194
$ 95863229 $120,883,159 $117,638,534 $106,266,936 $ 99,192,247 $ 88,110,781 § 81,968,616 $ 76,260,086
$131,623,798 §$117,890,004 $127,539,148 $112,862,455 $109,504,577 § 97,337,833 § 91,226,730 $ 85,390,880
(171,346) (60,463) 315,366 276,859 15,000 922,957 538,645 805,060
43,383,504 51,235,149 34,640,375 39,221,276 28,885,596 26,012,180 23,711,660 20,801,667
$174,835956 $169,064,600 $162,494883 §$152,360,590 $138,405,173 $124,272970 $115477,035 $ 106,997,607

*Fixed Asset Information was not available prior to 2003,

See auditors’ report.
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CITY OF GALLATIN, TENNESSEE
Changes in Net Assets
Last Ten Fiscal Years

Fiscal Year
2010 2009 2008 2007 2008 2005 2004 2003 2002 2001
Expenses
Governmental Activities:
General Government $ 4334869 $ 5704855 ¢ 8108835 § 4048053 § 3244668 § 3334894 2,881,670 2,865,332 -
Public Safety 10,583,895 10,217,027 9,312,621 8,926,042 7,710,413 8,756,172 6,246,794 6,076,879 -
Animal Controf 99,965 112,082 47,647 47,119 42,050 40,235 20,453 43,104 -
Highways, Streels and Roadways 1,421,330 2,085,472 1,754,275 1,841,983 1.677.828 1,669,388 1,454,630 978,133 -
Public Works 351,059 26,5684 226,892 153,821 166,392 138,488 146,935 120,368 -
Enviconmental Services 1,504,489 1,433,602 1,404,985 1,677,427 2,132,344 1,918,049 1,808,843 1,725,197 -
Parks and Recreation 3,845,550 3,238,619 2,449,205 2,768,383 2,578,035 2,404,761 2,402,647 2,276,060 -
Engineering 395,200 636,589 408,330 703,821 521,482 413,530 447,373 102,101 -
Community Services 300,000 231,849 185,500 186,640 182,296 195501 154,673 160,383 -
Economic Development 269.588 270,456 278,287 230,687 202,705 . - - -
Vehicle Maintenance 403,148 376,013 352,822 333,463 311,844 302,551 315,462 379,949 -
interest on Long-term Debt 487,066 785,391 320,565 90,045 105,638 94,489 291,139 299,324 -
Total Governmental Activities Expenses 23,996,169 25118120 25,846,954 21,007,484 18,866,796 17,268,148 16,179,618 15,026,861 -
Business-type Activities:
Etectric Power 62,252,566 52,075,601 48,441,112 44,556,792 23,127,731 36,874,016 36,623,921 34,634,951 -
Natural Gas 19,064,230 19,354,285 20,349,492 18,801,303 42,349,573 16,953,730 13,080,974 13,189,500 -
Gotf - 1,011,561 978,014 947,510 911,803 913,014 896,171 840,283 -
Water and Sewer 10,386,989 10,073,468 7,656,635 7,130,595 6,444,961 5,842,860 5.441,054 5,254 474 -
Total Busi type Activities Exp 81,703,785 82,514,953 77426253 71,536,200 72,834,168 60,583.420 56,942,120 53,919,208 -
Total Primary Government Expenses $ 105699844 $107,633073 $103,272207 § 92543684 $ 91700964 § 77851568 § 73,121,739 _§ 68946080 § - .8
Program Revenues
Governmental Activiies:
Charges for Services $ 4462096 § 4127495 § 4937573 B 4366414 § 2950614 § 2,751,837 2,225,531 2,204,828
Operating Grants and Contributions 703,348 1,474,369 848,469 3,502,202 636,779 869,005 1,157,765 1,081,975
Capital Grants and Contributions 2383773 4,022 806 590,405 138,751 1,642,282 1.722,591 1,321,300 -
Total Governmental Activities Program Revenues 7,548,215 9,624,670 6,376,447 8,007,367 5,229,675 5,343,433 4,704,566 3,266,803 -
Business-Type Activities:
Charges for Services:
Electric Power 53,602,000 53,804,250 49,897,969 46,400,568 44,282 807 38,038,137 38,072,015 35,504,644 -
Natural Gas 20,971,057 21,207,574 22,330,508 20,082,042 23,671,087 18,422,895 14,798,256 13,806,592 -
Golf - 827,161 821,651 769,574 709.746 685,421 767.500 677,546 -
Water and Sewer 10,047,425 9,371,205 8,538,950 8,071,541 7,256,654 7,169,618 6,856,003 5,994,756 -
Operating Grants and Contributions - - - - - - -
Capitat Grants and Contributions 253,452 1,252,667 6,918,074 3,526,948 7,931,282 2,800,442 2,992,366 1,884,772
Total Business-Type Activities Program Revenues 84,873,934 86,652,857 88,507 152 78,850,673 83,851576 67,116,513 63,286,140 57,958,310 -
Total Primary Government Program Revenues $ 92423149 $ 96,277,527 S 04,883,500 $ 86,858,040 $ 89,081,251 § 72459946 § 67990736  § 61225113 § - 8
Net {Expense)/Revenue
Governmental Activities $ (16,446,944) 3§ (15403,449) § (19470,507) $(13,000,117) § (13,637,121} §(11,924,715) § (11,475,023) 3B (11.760.058) $ -8
Business-Type Activities 3,170,149 4,137,904 11,081,899 7,314,473 11,017,408 6,533,093 6,344,020 4,039,102 -
Total Primary Government Net Expense $ {13276.795) 8 (11355545) § (8,388608) § (5685644) $ (2619713) 8 (6391622) $ (5131003} § (7.720.956) § -3
General Revenues and Other Changes in Net Assets
Governmental Activities:
Property and Personalty Taxes $ 9211402 $ 8830313 $ B350667 § 7.710687 6,354,160 § 5987978 § 5724233 $ 86,601,113 $ - $ -
Payment in Lisu of Tax 303475 276,837 258,218 218,147 201,091 - - - -
income and Excise Taxes 758,315 80,810 506,966 440512 220,822 1,409,098 1,331,015 1,230,562 -
Sales Taxes 6,422,853 6,380,038 6,863,042 6,752,289 6,154,339 4,154,177 3,876,075 3,916,658 -
Gasoline Tax - - 136,495 134,884 665,593 - - - -
Alcoholic Beverage Taxes 965,092 877,642 953,765 818,743 876,523 - - - -
Business Taxes 485,461 521,580 520,295 483,682 388,283 - - - -
Hospitality Taxes 341,828 327,853 299,962 276,664 248,792 - - - -
Miscellaneous State Taxes 2,075 2790 5,537 5,519 8,970 1,896,131 1,966,921 2,048,212 -
Unrestricted Investment Earnings 100,415 519,239 682,761 490,238 234,794 151,986 98,936 114,238 -
Rentat income 29,627 35,521 66,445 58,855 590,320 - - - -
Sale of Capital Assets 8,404 18,684 {1,487,141) 15,966 323,677 B 54,954 642,330 -
Insurance Proceeds 74,359 138,800 27.651 26,597 - .- - - -
Miscellaneous 23,728 51,986 592,710 352,792 93.441 132,450 246,208 101,002 -
Transfers, Net 1,396,522 1,071,242 685,674 887,035 828,908 846,667 830,636 (723,756} -
Total Governmental Activities 20,123,556 19,141,245 18,463,047 18,772,610 17,186,711 14,578,487 14,128,978 13,930,359 -
Business-Type Activities:
Unrestricted Investment Earnings 200,533 437,057 718,092 1,009,368 876,518 455,739 199,264 212131 -
Sate of Capital Assets 10,467 8,485 10,169 2,181 14,447 - - - -
Insurance Proceeds - 41 - 3,304 - - - - -
Transfers, Net (1,396,522) (1,071,241) (685.674) (887.035) (826,908) (846,667) (830,636) 723,756 -
Total Business-Type Activities (1,185,522) (625.878) 42,587 127,818 64,057 (390,928) (631,372) 935,887 B
Total Primary Governument $ 18938034 $ 18515567 $ 18505834 S 18000428 5 17,250,768 $ 14,187,559 % 13497606 § 14866246 § -8
Change in Net Assets
Governmental Activities 3,676,612 3,647,797 {1,007,460) 5,772,493 3,549,591 2,653,772 2,653,955 2,170,301 -
Business-Type Activiies 1,984,627 3,512,226 11,124,480 7,442,291 11,081,465 6,142,165 5,712,648 4,974,989 -
Total Primary Government § 5661241 § 7180022 $ 1017026 $ 13214784 3 14631006 § 8795937 § 8366603 _§ 7145200 § - .5

See auditors’ report.
55



CITY OF GALLATIN, TENNESSEE
Fund Balances - Governmental Funds

Last Ten Fiscal Years

Fiscal Year

2010 2009 2008 2007 2006 2005 2004 2003 2002 2001
General Fund
Reserved $ 35408 § 40,172 § 17,132 § 15,874 § 14687 % - 8 -8 - % - 8§ -
Unreserved 10,410,950 11.213.358 9,677,028 11,942,364 8,270,705 9,276,034 9,469,208 9,720,110 9,353,606 9,272,816
Total Generat Fund $ 10446359 & 11253530  § 9594,157 $ 11958238 ¢ 8285392 § 9276034 § 9460208 § 9720110 _$ 9353606 _$ 9272816
All Other Governmental Funds
Reserved $ (158,129) § (52,078) S 323,763 § 286,734 § 16541 § 18,000 § 15000 & 15000 § 15000 % 15,000
Unreserved, reported in:
Special Revenue Funds (2,958) 22,272 24,557 - 174,246 192,017 105,662 106,183 103,385 81,916
Capital Projects Funds 28,754,178 {11,508.512) 4,745,837 7,910,831 472,836 457,480 454,281 454,544 573,096 760,706
Permanent Funds 374,321 353,996 336,050 309,421 297,147 286,970 278,070 270,381 261,737 281,511
Unreserved - - - 12,847 20,985 - - - - -
Total All Other Governmental Funds $ 28966416 §  (11,185320) S 5430197 $ 8519633 § 981755 & 951477 § 853023 § 846,108 § 953218 § 1118133
CITY OF GALLATIN, TENNESSEE
Changes in Fund Balances - Governmentai Funds
tast Ten Fiscal Yoars
Fiscal Year
2010 2009 2008 2007 2006 2005 2004 2003 2002 2001
Revenues
Taxes $ 19,177,101 § 17,980,604 § 15,198,823  § 14,335011 $12,472,166 §11614,584 $10,802,829 §$11504,525 $10,871,627 $10,415,071
Licenses and Permits 278,110 616,775 851,142 696,601 529,282 504,675 344,087 335,201 262,153 161,899
Fines and Forfeitures 1,424,589 1,446,691 1,737,566 1,567,133 966,013 638,128 331,404 327,416 355,114 350,244
Charges for Services 2,769,388 2,084,030 2348866 2,102.680 1455320 1,422,581 947,669 1,419,183 1,239,250 1.304,047
intergovernmental 2,466,644 791,301 4,002,959 3,601,619 3,136,744 2,768,336 3,260,883 3,171,790 3,370,511 3,071,242
Investment income 100,415 518,240 682,762 480,238 234,794 151,986 98,936 114,238 183,892 402,527
Rental/Property income 29,627 35521 66,445 58,855 590,320 355,013 106,803 534,195 54,379 84,970
Miscellaneous Revenues 23,728 51.986 592,708 352,792 93,441 132,450 246.210 101,003 131,937 128,189
Total Revenues 26,259,613 23,515,148 25,571,272 23,294,929 19,478,080 17,588,753 16,238,821 17,607,551 16,468,863 15,818,299
Expenditures
Generat Govemment 3,705,882 4,421,328 3,564,744 3,772,613 3,028,811 2,853,340 2,616,026 2,368,888 2,242,790 2,000,250
Public Safety 9,841,580 9,688,847 9,285,197 8,259,007 7,113,058 5,167,861 5,732,734 5,500,365 5,566,461 5,094,215
Animai Cantrol 8,865 90,649 47,647 47,119 42,050 39,931 30,308 43,030 41,141 77,469
Highways and Streets 1,421,330 1,362,428 1,368,131 1,358,228 1227775 1,136,618 1,104,654 1,051,388 1,837,336 1,818,324
Public Works 152,145 149,677 145,258 139,627 139,229 126,064 119,260 111,496 17,728 161,002
Environmental Services 1,430,341 1,323,296 1,399,275 1,697,138 2,085,365 1,678,479 1,649,266 1,612,784 1,449,804 1,172,665
Parks and Recreation 3,382,380 2,645,342 2,466,439 2,333,959 2,183,941 1,970,482 1,630,422 1,888,613 1,693,967 1,659,222
Engineering 395,200 372,282 407,118 666,725 482,915 306,312 307,488 311,187 234,065 207,054
Other Community Services 300,000 231,648 185,500 186,640 182,296 165,591 154,673 160,383 165,862 300,312
Economic Development Agency 234,598 230,201 217,975 224,440 198,999 - - - - -
Vehicle Maintenance 403,148 364,801 348,320 329,108 311,705 301,233 313,752 376,738 - -
Other Program Cost (281) 291 - 243714 125,960 50,339 30,457 32,395 24,956 58,504
Debt Service:
Principal 760,000 425,000 410,000 775,000 760,000 750,000 1,734,712 953,568 922,022 955,466
Interest 487,066 627,829 321,681 90,045 117.245 141,346 279,742 216,588 360,513 352,047
Capital Qutlay 7.077.681 7.085,559 11,624,680 1,564,163 3,832,928 2,812,563 1.830,114 2,412,116 1,726,318 2415932
Total Expenditures 28,701,125 29,019,250 31,802,962 21,618,426 21,802,278 18,630,139 17,833,609 17,049,541 16,382,964 16,279,552
Excess of Revenues Over (Under)
Expenditures (3,441,512) (5,504,102) (6,231,690) 1,876,503 (2,324,198) (941,386) (1,594,788) 458,010 85,898 (361,253)
Other Financing Sources {Uses)
Contributions 384,662 63,156 42,038 466,113 92,070 - - - - -
Restatement - - - - - - - - - 236,282
Forgiveness of Golf Course Debt - - - - - - (723,756 - -
Bond Proceeds jess refunding - 3,642,438 - 7,500,000 - - 41,661 - - -
insurance Proceeds 74,359 138,800 27,651 26,597 323877 - - - - -
Sale of Capital Assets 8,404 16,684 3,661 15,966 - - - - - -
Operating Transfers in (Out) 1,396,522 1,071,241 685674 887,035 826,807 846.667 (274.229) - 16,360 {36,900}
Total Other Financing Sources {Uses’ 1,863,948 4932418 759,024 8895711 1,242,654 846,667 (232,568) (723,756) 16,360 198.382
Net Change in Fund Balance $ (1.577.564) § (571684) 3% (54728666) $ 10572214 §(1081544) § (94719 $(1827356) $ (265746} § 102260 § (161.871)
Debt Service as a Percentage of 5.5% 4.8% 3.6% 4.3% 4.9% 57% 12.6% 8.0% 8.8% 9.4%

Non-Capital Expenditures

See auditors’ report
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Fiscal

Assessed Value and Estimated Actual Value of Taxable Property
Last Ten Fiscal Years

CITY OF GALLATIN, TENNESSEE

Total Estimated Assessed
Year Less: Total Taxable Direct Actual Value as a
Ended Residential Commercial Industrial Tax-Exempt Assessed Tax Taxable Percentage of
June 30, Property Property Property Property Value Rate Value Actual Value
2010 481,576,505 292,048,521 147,620,244 § 16,629,000 921,245,270 0.99 3,094,180,851 30.31%
2008 476,514,105 279,698,996 147,585,680 16,697,225 903,798,781 0.99 3,043,499,576 30.24%
2008 407,007,808 227,005,136 138,774,920 7,559,875 772,787,864 1.12 2,634,149,025 29.62%
2007 376,719,045 208,883,100 142,513,175 6,878,800 728,115,320 1.12 2,458,859,601 29.89%
20086 325,228,750 167,318,360 90,694,760 7,680,475 671,943,489 1.12 2,241,616,040 30.32%
2005 257 565,075 165,853,357 127,310,752 7,060,850 550,729,184 1.12 1,723,983,000 32.35%
2004 228,441,075 155,217,655 125,455,607 9,688,400 500,954,000 1.12 1,669,847,000 30.58%
2003 215,819,650 149,037,416 128,301,776 9,293,025 411,054,000 1.32 1,370,180,000 30.68%
2002 177,278,350 129,454,653 96,245,048 7,428,025 389,872,000 1.32 1,299,573,000 30.57%
2001 169,198,475 111,780,363 100,653,926 7,954,675 368,033,000 1.32 1,226,777,000 30.65%
2000 157,536,700 112,529,968 89,407 406 7,041,225 350,607,000 1.32 1,168,690,000 30.60%
1999 150,550,275 103,453,530 56,215,759 7,173,675 320,837,000 1.32 1,069,457,000 30.67%
Source: State Board of Equalization.
Note: Property is appraised in Tennessee with the following assessment ratios:
Legal
Taxable Property Assessment Ratio
Locally Assessed Real Property:
Industrial and Commercial 40%
Residences and Farms 25%
Personal Tangible Property 30%
Agriculture, Open Space Land Act 25%
Locally Assessed Public Utility 55%

See auditors’ report.
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Fiscal
Year

2010
2009
2008
2007
2006
2005
2004
2003
2002
2001

Source: State Board of Equalization.

CITY OF GALLATIN, TENNESSEE
Direct and Overlapping Property Tax Rates
Last Ten Fiscal Years

City Direct Rate

Basic Total

Rate Direct
$ 099 $ 099
0.99 0.99
1.12 1.12
1.12 112
1.12 1.12
1.12 1.12
1.12 1.12
1.32 1.32
1.32 1.32
1.32 1.32

Overlapping Rate

2.02
2.02
2.28
2.28
2.28
2.59
2.59
2.54
2.54
2.54

Note: Taxes are assessed as of January 1 and are due on

October 1 for City and County. Taxes are delinquent on

March 1 for City and County.

See auditors' report.
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CITY OF GALLATIN, TENNESSEE
Principal Property Tax Payers
Current Year and Nine Years Ago

2010
Percentage
of Total City
Taxable Taxable
Assessed Assessed
Taxpayer Value Rank Value
GAP $ 47,080,096 1 5.11%
Hoeganaes 20,709,283 2 2.25%
Stoneridge 11,615,427 3 1.26%
R. R. Donelley 10,664,321 4 1.16%
Sumner Regional 10,152,805 5 1.10%
Insteel 8,097,951 6 0.88%
Wellington Farms 6,718,440 7 0.73%
Walmart 5,845,941 8 0.63%
Lowes 4,989,915 9 0.54%
Bellsouth 4,145,566 10 0.45%
Total $ 130,019,745 14.11%
2001
Percentage
of Total City
Taxable Taxable
Assessed Assessed
Taxpayer Value Rank Value
Hoeganaes Corp. $ 20,402,553 1 5.54%
Donnelley Printing Company 7,380,749 2 2.01%
Bosch 6,776,352 3 1.84%
Insteel 5,318,305 4 1.45%
GAP 7,006,353 5 1.90%
Bell South 5,126,357 6 1.39%
Sumner Regional Hospital 4,528,806 7 1.23%
Cresent 4,128,425 8 1.12%
G. F. Furniture . 3,754,521 9 1.02%
Wal-Mart 3,676,047 10 1.00%
Total $ 68,098,468 18.50%

See auditors' report.
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CITY OF GALLATIN, TENNESSEE
Property Tax Levies and Collections
Last Ten Fiscal Years

Fiscal Collected within the
Year Taxes Levied Fiscal Year of the Levy Collections Total Collections to Date
Ended for the Percentage in Subsequent Percentage
June 30, Fiscal Year(a) Amount of Levy Years Amount of Levy
2010 $ 9,120,328 8,794,819 96.43% 427,296 § 9,222,115 101.12%
2009 8,947,608 8,743,629 97.72% 580,356 9,323,985 104.21%
2008 8,655,224 8,284,247 95.71% 175,939 8,460,186 97.75%
2007 7,620,697 7,394,843 97.04% 268,278 7,663,120 100.56%
2006 6,286,061 6,023,784 95.83% 144,187 6,167,971 98.12%
2005 5,887,040 5,732,482 97.40% 215,372 5,947,854 101.03%
2004 5,613,048 5,394,388 96.10% 192,497 5,586,885 99.53%
2003 5,444,722 - 5,196,914 95.40% 246,140 5,443,054 99.97%
2002 5,169,455 4,957,912 95.90% 179,616 5,137,528 99.38%
2001 4,853,452 4,641,392 95.60% 119,950 4,761,342 98.10%

Source: (a) Per the Sumner County Tax Assessor's office

See auditors’ report.
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CITY OF GALLATIN, TENNESSEE
Water Sold by Type of Customer

Last Ten Fiscal Years

Fiscal Year
2010 2009 2008 2007 2006 2005 2004 2003 2002 2001

Type of Customer >
Residential 3,772,964 3725171 3,210,020 2,871,581 3,469,476 3,358,216 3,022,187 2,582,648 2,425,164 2,258,452
Industrial - - - - - - - - - -
Commercial 1,670,606 1,559,235 1,518,685 1,408,490 697,085 748,850 672,222 561,478 410,448 413,536
Military - - - - - - - - - -
Government 521,150 444 821 366,092 356,613 388,501 394 422 352,882 323,332 264,611 197,147
Total 5,964,720 5,729,227 5,094,797 4,636,684 4,555,062 4,501,488 4,047,291 3,467,458 3,100,223 2,870,135
Total Direct Rate

per 250 cu. ft. $ 875 §$ 7.80 § 650 § 650 $ 6.50 6.10 5.50 550 5.30 510

** Rates were tracked by different type of customer in years 2005 and prior

See auditors' report.

Source: David Gregory-Utility Superintendent
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CITY OF GALLATIN, TENNESSEE
Water and Sewer Rates
Last Ten Fiscal Years

Water
Inside City Rates Outside City Rates
First 250 Next 750  Next 2,000 Next 3,000 First 250 Next 750  Next 2,000 Next 3,000
Fiscal Cubic Feet Cubic Feet Cubic Feet Cubic Feet Cubic Feet Cubic Feet Cubic Feet Cubic Feet
Year (minimum) (per 100CF) (per 100CF) (per 100CF) (minimum) (per 100CF) (per 100CF) (per 100CF)
2010 $ 875 § 235 § 235 § 2.35 3 1313 $ 353 § 353 % 3.53
2009 7.80 2.15 2.15 2.15 11.70 3.23 3.23 3.23
2008 6.50 1.80 1.80 1.80 9.75 2.70 2.70 2.70
2007 6.50 1.80 1.80 1.80 9.75 2.70 2.70 2.70
2006 6.50 1.80 1.80 1.80 9.75 2.70 2.70 2.70
2005 6.10 1.70 1.70 1.70 9.15 2.55 2.55 2.55
2004 5.50 1.60 1.60 1.60 8.25 2.40 2.40 2.40
2003 5.50 1.50 1.40 1.40 8.25 2.25 2.10 2.10
2002 5.30 1.40 1.30 1.20 7.95 2.15 1.5 1.80
2001 5.10 1.30 1.20 1.00 7.65 1.95 1.80 1.50
Sewer
Inside City Rates Outside City Rates
First 250 Next 750  Next 2,000 Next 3,000 First 250 Next 750  Next 2,000 Next 3,000
Fiscal Cubic Feet Cubic Feet Cubic Feet Cubic Feet Cubic Feet Cubic Feet Cubic Feet Cubic Feet
Year {minimum) (per 100CF) (per 100CF) (per 100CF) {(minimum) (per 100CF) {(per 100CF) (per 100CF}
2010 $ 875 § 235 § 235 § 2.35 $ 1313 § 353 % 353 $ 3.53
2009 7.80 2.15 2.15 2.15 11.70 3.23 3.23 3.23
2008 6.50 1.80 1.80 1.80 9.75 270 2.70 270
2007 6.50 1.80 1.80 1.80 9.75 2.70 2.70 2.70
2006 6.50 1.80 1.80 1.80 9.75 2.70 2.70 2.70
2005 6.50 1.80 1.80 1.80 9.75 270 2.70 2.70
2004 6.50 1.80 1.80 1.80 9.75 2.70 2.70 2.70
2003 6.50 1.80 1.80 1.80 9.75 2,70 2.70 2.70
2002 6.50 1.80 1.80 1.80 9.75 2.70 2.70 2.70
2001 6.50 1.80 1.80 1.80 9.75 2.70 2.70 2.70
Tapping Fees
Meter Connection Fees Installation Fees
Size Inside Outside inside Qutside
5/8 x 3/4 $ 300 $ 350 $ 200 § 250
1" 350 400 300 350
2" 700 800 1,000 1,500
4" 1,400 1,600 * *
6" 1,700 1,900 * *
g 2,500 3,000 * *
10" 4,000 5,000 * *
12" 6,000 8,000 * *

* On meter sizes above 4", the developer shall be responsible for the
entire cost of installation including materials, equipment and labor, as
determined by the Water Department job cost records. Either the
developer or the City may install the tap. If the developer installs the
tap, it must be according to the City's material and inspection

specifications.

Inspection Fee:
Sewer Connection

Private Fire Protection:

Service to Private Hydrant

Service to Sprinkler System

Number of Water and Sewer Customers
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$25

$300 per hydrant

See auditors’ report,

$2 per head
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Gallatin Public Utilities
Schedule of Unaccounted For Water
July, 2009 to June, 2010

(All amounts in gallons)

A Water Treated and Purchased

B Water Pumped (potable) 2,367,346,000
C Water Purchased 0
D Total Water Treateed and Purchased 2,367,346,000
(Sum Lines B and C)
E Accounted for Water:
F Water Sold 1,707,601,449
G Metered for Consumption (in house usage) 92,895,639
H Fire Department(s) Usage 77,000
I Flushing 8,527,766
J Tank Cleaning/Filling 0
K Street Cleaning , 26,875
L. Bulk Sales 0
M Water Bill Adjustments 13,011,014
N Total Accounted for Water 1,822,139,743
(Sum Lines F thru M)
0 Unaccounted for Water 545,206,258
(Line D minus Line N)
P Percent Unaccounted for Water 23.030%
(Line O divided by Line D times 100)
Q Other (explain) See Below
Explain Other:

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 line item is not applicable, a "0" is
shown.
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CITY OF GALLATIN, TENNESSEE
Ratios of Outstanding Debt by Type
Last Ten Fiscal Years

Governmental Activities

Business-Type Activities
Sales
Generai Industrial Rev Tax Lease Certificates Total Percentage
Fiscal Obligation and Tax Increment  Revenue Term Loan Water Term Loan of Capital Primary of Personal Per
Year Bonds Bonds Bonds Bonds Payable Bonds Payable Participation Leases Government Income Capita
2010 $ 8,865,000 - - - $ 3480000 § 32,666,168 $ 993,202 - - $ 46,004,370 100743.17% 1,960.55
2009 13,105,000 - - - - 33,864,444 1,117,352 - - 48,086,796 98150.34% 1,952.29
2008 8,730,000 - - - - 7,360,000 - - - 17,090,000 34609.85% 529.02
2007 10,140,000 - - - - 7,900,000 - - - 18,040,000 55842.75% 754.28
2006 3,415,000 - - - - 8,445,000 - - - 11,860,000 40506.85% 495.88
2005 4,175,000 - - - - 8,940,000 - - - 13,115,000 45946.61% 548.35
2004 4,925,000 - - - - 9,430,000 - - - 14,355,000 52371.40% 617.95
2003 6,359,490 - - - - 4,428,309 - - - 10,787,799 40816.49% 464.39
2002 7,214,645 - - - - 4,754,755 - - - 11,968,400 46222.82% 515.26
2001 7,851,667 185,000 - -

- 5,029,334 - - - 13,166,001 54114.27% 566.77

Note: Details regarding the city's outstanding debt can be found in the notes to the financial statements.
See page 68 for personal income and population data. These ratios are calculated using the personal income and population for the prior calendar year.

See auditors’ report.
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CITY OF GALLATIN, TENNESSEE
Ratios of General Bonded Debt Qutstanding
Last Ten Fiscal Years

General Bonded Debt Outstanding

{000 omitted) Percentage of

General Actual Taxable
Fiscal Obligation Redevelopment Value of Per
Year Bonds Bonds Total Property Capita
2001 7,021 - 7,021 1.91% 0.30
2002 6,210 - 6,210 1.59% 0.27
2003 5,467 - 5,467 1.33% 0.24
2004 4,925 - 4,925 0.98% 0.21
2005 4,175 - 4,175 0.81% 0.17
2006 3,510 - 3,510 0.52% 0.15
2007 10,140 - 10,140 1.39% 0.42
2008 9,730 - 9,730 1.25% 0.20
2009 13,105 - 13,105 1.48% 0.53
2010 8,865 - 8,865 0.96% 0.38

Note: Details regarding the city's outstanding debt can be found in the notes to the financial statements.
The City of Gallatin, TN, has no legal debt limit set by State law or City ordinance.

See page 57 for property value data.

Population data can be found on page 68.

See auditors' report.
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CITY OF GALLATIN, TENNESSEE

Direct and Overlapping Governmental Activities Debt

As of June 30, 2010

Estimated
{000's) Estimated Share of
Debt Percentage Overlapping
Governmental Unit Qutstanding Applicable Debt
Debt repaid with property taxes
City of Gallatin $ 44,610 100.00% $ 44,610
Sumner County 137,500 8.15% 11,205
Other Debt
- 0.00% -
Subtotal, overlapping debt 55,815
Total direct and overlapping debt 3 55,815

Source: Assessed value data used to estimate applicable percentages provided by the Tennessee
Comptroller of the Treasury website. Debt outstanding data provided by each governmental unit.

Note: Overlapping governments are those that coincide, at least in part, with the geographic boundaries
of the city. This schedule estimates the portion of the outstanding debt of those overlapping governments
that is borne by the residents and businesses of Gallatin. This process recognizes that, when considering
the city's ability to issue and repay long-term deht, the entire debt burden horne_by, the_residents.and..”
businesses should be taken into account. However, this does not imply that every taxpayer is a resident,
and therefore responsible for repaying the debt of each overlapping government.

*Assessed Value of Property:
County $ 210,165,750
City $ 17,127,350 $ 0.0815

See auditors' report.
65



CITY OF GALLATIN, TENNESSEE
Legal Debt Margin Information
Last Ten Fiscal Years

L.egal Debt Margin Calculation for Fiscal Year 2010
Assessed value $ -
Debt limit (XX% of assessed value) -
Debt applicable to limit:
General obligation bonds -
Less: Amount set aside for
repayment of general
obligation debt -
Total net debt applicable to fimit -
Legal Debt Margin $ -

Fiscal Year

2001 2002 2003 2004 2005 2006 2007 2008 2009

Debt limit 3 $ $ - $ - $ - $ - $ - $ $
Total net debt applicable to limit - - - - - - - - - -
Legal debt margin $ - $ - $ - $ - $ - $ - $ - $ - $ - -
Total net debt applicable to the limit

as a percentage of debt limit 0% 0% 0% 0% 0% 0% 0% 0% 0% 0%

Note: Currently, neither the State of Tennessee nor the City of Gallatin have a legal
limitation on borrowing. The City is only subject to the lenders' debt ratios. in general, the
limit would be 20-25% of the budgeted revenues.

See auditors’ report,
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CITY OF GALLATIN, TENNESSEE
Pledged-Revenue Coverage
Last Ten Fiscal Years

Water Revenue Bonds Special Assessment Bonds Sales Tax Increment Bonds
Utility Less: Net Special Sales

Fiscal Service Operating Available Debt Service Assessment Debt Service Tax

Year Charges Expenses Revenue Principal Interest Coverage Collections Principal Interest Coverage _Increment  Principal Interest  Coverage
2010 9,822,137 8,942,264 879,873 905,000 1,286,094 - - - - - - - - -
2009 9,371,205 5,955,230 3,415,975 940,000 1,392,100 - - - - - - - - -
2008 8,529,877 5,387,708 3,142,168 640,000 261,699 - - - - - - - - -
2007 7,961,528 4,774,085 3,187,463 545,000 280,282 - - - - - - - - -
2006 7,133,277 4,224,096 2,909,181 495,000 205,883 - - - - - - - - -
2005 7,218,859 3,719,666 3,499,193 490,000 320,726 - - - - - - - - -
2004 6,656,633 3,508,046 3,147,587 328,308 203,193 - - - - - - - - -
2003 5,894,631 3,514,308 2,480,323 326,444 216,588 - - - - - - - - -
2002 5,874,412 3,467,408 2,407,004 274,578 228,708 - - - - - - - - -
2001 5,362,392 3,271,285 2,091,107 268,986 240,282 - - - - - - - - -

Note: Details regarding the city's outstanding debt can be found in the notes to the financial statements. Operating expenses do not include interest, depreciation, or amortization expenses.

Sales tax increment bonds are backed by the sales tax revenue produced by the sales tax rate in effect when the bonds were issued (2.5 percent) applied to the increase in retail
sales in the Commons shopping area since the time.

See auditors' report.
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CITY OF GALLATIN, TENNESSEE
Demographic and Economic Statistics
Last Ten Fiscal Years

Per Capita County County
Fiscal City County Personal Personal Median School Unemployment
Year Population Population Income Income (d) Age(a) Enroliment (b) Rate (c)
2010 28,677 {f) 162,527 (a) 45,665 23,465 38.1 27177 9.78%
2009 28,198 (f) 159,013 (a) 48,993 24,631 37.9 26,493 7.90%
2008 27,569 (f) 156,533 (a) 49,379 25,370 37.7 26,528 5.90%
2007 23,917 (f) 130,449 (a) 34,696 32,305 355 26,528 3.80%
2006 23,917 () 130,449 (a) 34,696 29,279 35.5 26,111 3.30%
2005 23,817 (f) 130,449 (a) 34,696 28,544 36.5 25,528 4.10%
2004 23,230 (a) 130,449 (a) 34,696 27,410 36.5 24,596 4.70%
2003 23,230 (a) 130,449 (a) 34,696 26,430 355 24,069 4.10%
2002 23,230 (a) 130,449 (a) 34,696 25,895 355 23,951 3.90%
2001 23,230 (a) 130,449 (a) 34,696 24,330 36.1 23,044 4.50%

Sources: The above information is obtained from the following:
(a) Census Bureau
(b) Sumner County School Board
(c) Tennessee State Department of Labor, Statistical Services
(d) State Estimate
(e) Special Census by City
(f) Special Census by Federal Bureau of Census

Note: Population, median age, and education level information are based on surveys conducted during the last quarter of
the calendar year. Personal income information is a total for the year. Unemployment rate information is an adjusted
yearly average. School enroliment is based on the census at the start of the school year.

See auditors' report.
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CITY OF GALLATIN, TENNESSEE
Principal Employers
Current Year and Nine Years Ago

2010

Percentage

of Total City
Employer Employees Rank Employment
Sumner Regional Health Systems 1,003 1 8.87%
Gap, Inc. 990 2 8.75%
Volunteer State Community College 750 3 6.63%
Servpro Industries, Inc. 278 4 2.46%
ABC Group Fuel Systems 263 5 2.32%
R. R. Donnelley & Sons 250 6 221%
ABC Technologies / Salga Plastics 200 7 1.77%
Jamison Bedding 175 8 1.55%
Charles C. Parks 174 9 1.54%
Hoeganaes 147 10 1.30%
4,230 37.39%

2001

Percentage

of Total City

Employer Employee Rank Employment
The Gap 1,359 1 13.52%
Sumner Regional Medical Center 700 2 6.96%
R. R. Donnelley & Sons 600 3 5.97%
Bosch Automaotive 517 4 5.14%
Fleetwood Homes 400 5 3.98%
G. F. Business Equipment 389 6 3.87%
Reliant Building 294 7 2.93%
Crescent Manufacturing 250 8 2.49%
Western Reserve 200 9 1.99%
Hoeganaes 180 10 1.79%

4,889 48.64%

Source: Tennessee Department of Labor Workforce & Development and City of
Gallatin's Economic Development

See auditors' report.
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CITY OF GALLATIN, TENNESSEE
Full-Time Equivalent City Government Employees by Function/Program
Last Ten Fiscal Years

Full-Time Equivalent Employees as of June 30

2010 2009 2008 2007 2006 2005 2004 2003 2002 2001
Function/Program
General Government:
Mayor's Office 3 3 2 2 4 3 2 N/A N/A N/A
Planning (Combined in 2010) 0 6 7 7 8 5 5 N/A N/A N/A
Finance 5 4 5 5 5 5 5 5 5 5
City Atlorney 3 3 3 2 2 2 2 N/A N/A N/A
Recorder 7 7 5 5 4 3 4 N/A N/A N/A
Personnel 2 2 2 3 3 3 3 N/A N/A N/A
Codes 14 8 9 9 7 7 5 N/A N/A N/A
Economic Development Agency 2 2 2 2 2 2 2 N/A N/A N/A
information Technology 3 3 3 2 - - - N/A N/A N/A
Public Safety:
Police 80 80 81 82 75 73 74 N/A N/A N/A
Fire 58 58 55 55 50 50 43 N/A N/A N/A
Public Works 47 45 45 45 41 41 39 N/A N/A N/A
Leisure Services 29 29 22 22 20 20 19 N/A N/A N/A
Engineering 5 5 5 5 4 5 5 N/A N/A N/A
Public Utilities 84 79 80 80 64 64 63 N/A N/A N/A
Golif Course 0 0 8 8 8 8 9 N/A N/A N/A
Total 352 344 334 334 295 291 280 271 287 267
Source: PERSONNEL OFFICIAL * * *

*AUDITS PRIOR YEARS

2009 numbers include 7 PPT employees and consolidates the 7 Golf personnel under Leisure Services. It does not include 14 unfilled positions (totai authorized manning 358)

2010 numbers include 6 PPT employees and combines 6 Planning and 8 Codes employees into one department. 1t does not include 5 unfilled positions {total authorized manning 357)

See auditors' report.
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CITY OF GALLATIN, TENNESSEE
Operating Indicators by Function/Program
Last Ten Fiscal Years

Fiscal Year
2010 2009 2008 2007 2006 2005 2004 2003 2002 2001
Function/Program
Police
Physical arrests 5,450 6,019 6,277 6,678 7,363 8,154 7,293 4,856 5,204 5,244
Parking violations 815 1,216 1,538 1,305 1,124 1,429 1,276 1,208 1,267 1,457
Traffic violations 27,906 28,272 23,022 27,769 32,685 35499 16,013 6,000 7,646 9,771
* Red Light Camera Citations 13,610 10,790 16,021 14,125 NIA N/A N/A N/A N/A N/A
Fire
Emergency responses 2,474 1,901 2,456 2,043 874 756 730 726 761 810
Fires extinguished 95 82 126 97 76 113 83 101 112 137
Inspections 810 942 1,500 5,602 2,351 1,858 2,035 2,676 2,823 1,601
Animal Control
Animals Restrained 967 1,187 796 810 939 997 760 N/A N/A N/A
Highways and Streets
Street resurfacing {miles) 1 7 14 14 6 2 9 9 8 N/A
Potholes repaired 398 273 344 455 NIA N/A N/A N/A N/A N/A
Other Public Works
Utility cuts repaired 122 147 154 130 218 N/A N/A N/A N/A N/A
Parks and Recreation
Athletic field permits issued N/A N/A N/A N/A N/A N/A N/A N/A N/A NIA
Community center admissions 220,000 220,000 250,000 240,000 235,000 226,000 220,000 220,000 220,000 220,000
Community Service
Number of organization benefited 16 17 15 15 15 15 12 12 14 17
Number of services benefited 4 4 5 5 6 3 3 3 3 4
Environmental Services
Tons hauled 11,420 11,376 11,690 11,890 12,278 11,041 10,950 10,518 9,949 9,793
Water
New connections 183 288 378 470 477 544 335 N/A N/A N/A
Water main breaks 50 62 56 48 39 44 31 55 66 59
Average daily consumption 8,794 6,742 7,074 6,054 6,046 6,227 6,400 6,169 6,726 6,250
(thousands of gallons)
Peak daily consumption 7.233 8,108 9,616 9,959 8,635 7,879 7,707 8,235 8,100 8,100
(thousands of gallons)
Sewer
Average daily treatment 5,392 5172 4,550 5,225 4,698 5,183 5,200 5,119 4,630 4,014
(thousands of gallons)
Electric
Average daily consumption 2,140 1,858 2,161 2,062 2,092 2,024 2,089 2,016 1,900 2,025
(thousands of kilowatt hours)
Natural Gas
Average Daily Consumption:
Summer -April/October 4,068 3,746 4,311 3,509 3,572 3,986 3,989 4,077 3,816 3,382
(thousands of cubic feet)
Winter-November/March 7,860 7,401 7,664 7,377 6,930 7,520 7,903 8,042 6,538 6,500
{thousands of cubic feet)
Golf
Rounds Played 46,000 46,000 45,000 45,728 44,091 41,642 46415 41,888 44,931 46,079

Sources: Various city departments
Notes: Indicators are not available for the general government function.

See auditors’ report.
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Function/Program

Police
Stations
Zone offices
Patrol units
Fire
Stations
Fire trucks
Animal Control
Trucks

Highways and Streets
Streets (miles)
Streetlights
Traffic signals
Sidewalks {miles)

Parks and Recreation
Acreage
Playgrounds
Baseball/softball diamonds
Soccer/football fields
Community centers
Volleyball Courts
Basketbail Courts
Picnic Shelters
Tennis Courts
Horseshoe Pits
Fishing Piers
Swimming Pools
Walking Trail (miles)
Disc Golf (holes)
Model Airplane Strip
Skate Park

Environmental Services
Refuse Trucks
Mobile Toters

Water
Water mains (miles)
Fire hydrants

Storage capacity (thousands of gailons)
Percent of Water L.oss in System

Sewer
Sewer mains (miles)
Pump Stations
Natural Gas
Gas lines (miles)

Goif
Acres
Holes
Driving Range

Sources: Various city departments
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CITY OF GALLATIN, TENNESSEE
Capital Asset Statistics by Function/Program

Last Ten Fiscal Years

Fiscal Year
2009 2008 2007 2006 2005 004 2003 2002 2001
1 1 1 1 1 1 1 1 1
1 1 1 1 1 1 1 1 1
67 62 61 59 54 60 58 64 54
3 3 3 3 3 2 2 2 2
9 9 9 9 9 7 7 7 6
2 2 1 1 1 1 1 1 1
184 182 185 184 182 180 179 177 177
3,322 3,443 3,266 3,230 3,141 N/A N/A N/A N/A
329 320 251 251 N/A N/A N/A N/A N/A
35 33 33 29 28 27 27 25 25
532 486 486 486 486 486 486 486 486
4 4 4 4 4 4 4 4 4
23 23 23 19 19 19 19 19 15
8 8 8 8 8 8 8 8 8
2 2 2 2 2 2 2 2 2
4 4 4 4 4 4 4 4 4
6 6 6 4 4 4 4 4 4
13 13 13 13 13 11 11 11 11
6 6 6 9 9 9 9 9 9
9 9 9 9 9 9 9 9 9
2 2 2 2 2 2 2 2 2
1 1 1 1 1 1 1 1 1
4 4 4 3 3 3 1 1 1
18 18 18 18 18 18 18 18 18
1 1 1 1 1 1 1 1 1
1 1 1
16 15 13 13 N/A N/A N/A N/A N/A
11,529 11,221 10,786 10,467 N/A N/A N/A N/A N/A
335 333 325 319 218 213 209 206 202
1,828 1,802 1,760 1,715 1,610 1,460 1,400 1,350 1,300
13,000 13,000 13,000 13,000 8,000 8,000 8,000 8,000 8,000
22 12 7 4 6 9 6 8 je]
217 216 196 327 178 171 165 163 167
37 37 37 32 33 31 29 26 24
355 350 338 328 313 305 300 345 335
136 136 136 136 136 136 136 136 136
18 18 18 18 18 18 18 18 18
1 1 1 1 1 1 1 1 1

Note: No capital asset indicators are available for the general government.

See auditors' report.
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Report on Internal Control Over Financial Reporting and on Compliance and Other
Matters Based on an Audit of Financial Statements Performed in Accordance with
Government Auditing Standards

To the Honorable City Council and Mayor
City of Gallatin, Tennessee

We have audited the financial statements of the governmental activities, the business-type activities, the
aggregate discretely presented component unit, each major fund, and the aggregate remaining fund
information of City of Gallatin, Tennessee, as of and for the year ended June 30, 2010, which collectively
comprise the City of Gallatin, Tennessee’s basic financial statements and have issued our report thereon
dated February 10, 2011. Our report includes a reference to other auditors. 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 Comptrolier
General of the United States. Other auditors audited the financial statements of the Gallatin Department of
Electricity (“Electric Fund”), as described in our report on the City of Gallatin, Tennessee’s financial
statements. This report does not include the results of the other auditors' testing of internal control over
financial reporting or compliance and other matters that are reported on separately by those auditors.

Internal Control over Financial Reporting

in planning and performing our audit, we considered the City of Gallatin, Tennessee’s internal control over
financial reporting as a basis for designing our auditing procedures for the purpose of expressing our
opinion on the financial statements, but not for the purpose of expressing an opinion on the effectiveness
of the City of Gallatin, Tennessee’s internal control over financial reporting. Accordingly, we do not
express an opinion on the effectiveness of the City of Gallatin, Tennessee’s internal control aver 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 questioned costs, we identified
certain deficiencies in internal control over financial reporting that we consider to be material weaknesses.

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 combination
of deficiencies, in internal control such that there is a reasonable possibility that a material misstatement
of the City of Gallatin, Tennessee’s financial statements will not be prevented, or detected and corrected
on a timely basis. We consider the deficiencies 10-1 to 10-2 described in the accompanying schedule of
findings and questions costs to be material weaknesses.

Compliance and Other Matters

As part of obtaining reasonable assurance about whether the City of Gallatin, 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
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compliance with those provisions was not an objective of our audit, and accordingly, we do not express
such an opinion. The results of our tests disclosed instances of noncompliance or other matters that are
required to be reported under Government Auditing Standards and which are in the accompanying
schedule of findings and questioned costs as items 10-3 to 10-5.

We noted certain additional matters that we reported to management of City of Gallatin, Tennessee, in a
separate letter dated February 10, 2011.

The City of Gallatin, Tennessee's responses to the findings identified in our audit are described in the
accompanying schedule of findings and questioned costs. We did not audit the City of Gallatin,
Tennessee's response and, accordingly, we express no opinion on it.

Findings reported in the previous year 09-1 (audit adjustments) has been modified and/or repeated in the
accompanying schedule of findings and questioned costs. Finding 09-2 (segregation of duties —~ cash
receipts) and 09-4 (cash deposits) have been corrected. Finding 09-3 (grant/tracking reporting system)
have been modified and repeated as other comment in the report on additional matters dated February
10, 2011.

This report is intended solely for the information and use of the State of Tennessee, Comptroller of the
Treasury’s office, management, City Council, 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.

Lode Puber & Aasocintzo

February 10, 2011
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Report on Compliance with Requirements That Could Have a
Direct and Material Effect on Each Major Program And on Internal Control
Over Compliance in Accordance with OMB Circular A-133

To the Honorable Mayor
and the Members of the City Council
Gallatin, Tennessee

Compliance

We have audited the City of Gallatin, Tennessee’s compliance with the types of compliance requirements
described in the U. S. Office of Management and Budget (OMB) Circular A-133 Compliance Supplement
that could have a direct and material effect on each of the City of Gallatin Tennessee’s major federal
programs for the year ended June 30, 2010. The City of Gallatin, Tennessee’s major federal programs are
identified in the summary of auditor's results section of the accompanying schedule of findings and
questioned costs. Compliance with the requirements of laws, regulations, contracts, and grants applicable
to each of its major federal programs is the responsibility of the City of Gallatin, Tennessee’s
management. Our responsibility is to express an opinion on the City of Gallatin, Tennessee's compliance
based on our audit.

The City of Gallatin, Tennessee's basic financial statements include the operations of the Gallatin
Department of Electricity (Electric Fund), which is not included in the schedule of federal awards and state
financial assistance during the year ended June 30, 2010. Our audit, described below, did not mclude the
operations of the Electric Fund because the fund was audited by other auditors.

We conducted our audit of compliance in accordance with auditing standards generally accepted in the
United States of America; the standards applicable to financial audits contained in Government Auditing
Standards, issued by the Comptroller General of the United States;, and OMB Circular A-133. Those
standards and OMB Circular A-133 require that we plan and perform the audit to obtain reasonable
assurance about whether noncompliance with the types of compliance requirements referred to above
that could have a direct and material effect on a major federal program occurred. An audit includes
examining, on a test basis, evidence about the City of Gallatin, Tennessee's compliance with those
requirements and performing such other procedures as we considered necessary in the circumstances.
We believe that our audit provides a reasonable basis for our opinion. Our audit does not provide a legal
determination of the City of Gallatin, Tennessee’s compliance with those requirements.

In our opinion, the City of Gallatin, Tennessee, complied, in all material respects, with the requirements
referred to above that could have a direct and material effect on each of its major federal programs for the
year ended June 30, 2010.

Internal Control Over Compliance

Management of the City of Gallatin, Tennessee is responsible for establishing and maintaining effective
internal control over compliance with the requirements of laws, regulations, contracts, and grants
applicable to federal programs. In planning and performing our audit, we considered the City of Gallatin,
Tennessee’s internal controf over compliance with the requirements that could have a direct and material
effect on a major federal program to determine the auditing procedures for the purpose of expressing our
opinion on compliance and to test and report on internal control over compliance in accordance with OMB
Circular A-133, but not for the purpose of expressing an opinion on the effectiveness of internal control
over compliance. Accordingly, we do not express an opinion on the effectiveness of the City of Gallatin,
Tennessee’s internal control over compliance.
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A deficiency in internal control over compliance exists when the design or operation of a control over
compliance does not allow management or employees, in the normal course of performing their assigned
functions, to prevent or detect and correct noncompliance with a type of compliance requirement of a
federal program on a timely basis. A material weakness in internal control over compliance is a deficiency,
or combination of deficiencies, in internal control over compliance, such that there is a reasonable
possibility that material noncompliance with a type of compliance requirement of a federal program will not
be prevented, or detected and corrected, on a timely basis.

Our consideration of internal control over compliance was for the limited purpose described in the
preceding paragraph and was not designed to identify all deficiencies in internal control over compliance
that might be significant deficiencies or material weaknesses. We did not identify any deficiencies in
internal control over compliance that we consider to be material weaknesses, as defined above.

This report is intended solely for the information and use of the City Council, management, the State of

Tennessee, Division of Municipal Audit and federal awarding agencies and is not intended to be and
should not be used by anyone other than these specified parties.

%,%#W

February 10, 2011
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CHRISTOPHER E. JERNIGAN, CPA CITY OF GALLAT'N, TENNESSEE
Summary Schedule of Prior Audit Findings
For the Year Ended June 30, 2010

Department of Transportation, Federal Highway Administration - CFDA 20.205

Findings and Questioned Costs- Major Federal Award Program Audit — Internal Control for major
program - Department of Transportation CFDA No. 20,205

09-1. AUDIT ADJUSTMENTS (modified and repeated from 08-1.)
Summary of Condition: During the audit, we proposed 29 entries to the modified-cash basis for
governmental funds and full accrual basis for enterprise funds for a total net income effect of
$13,894,221. For the conversion from modified-cash to full accrual basis for the government-wide
financial statements, we proposed eight entries for a total net income effect of $4,219,479.

Recommendation. Management should review the adjustments made during the audit to
determine what entries should be recorded during the fiscal year prior to beginning the annual
audit. Most of these entries could be determined by management prior to the audit and recorded
as estimates within a material amount.

Current Status: The finding has been modified and repeated as finding 10-2. The finding for the
current year has not been repeated as a finding for the major program audited in the schedule of
findings and questioned costs.

09-2. SEGREGATION OF DUTIES —~ CASH RECEIPTS
Summary of Condition: Duties related to cash receipts are not adequately segregated. All cash
receipts collected at city hall are receipted by the various departments to the customer and
recorded in various department sub ledgers that are not integrated with the City's general ledger.
During our testing of cash receipts, we noted it was difficult to retrace the composition of deposits
provided by various departments to the deposit slips and supporting documentation maintained
by finance and recorded in the general ledger.

Recommendation: The cash receipts process should be reviewed by management. The process
and individuals involved in the process should be segregated to ensure there is proper
segregation of duties. The finance department should consider shifting duties between personnel
to eliminate the weakness or having the various departments to reconcile the cash deposited and
amount recorded in the general ledger daily to their original documentation forwarded to finance.

Current Status: The finding has been corrected.

09-3. GRANT TRACKING/REPORTING SYSTEM (modified and repeated from 08-6)
Summary of Condition: There is presently no central reporting repository for all grant activity to
produce the state and federally required Schedule of Expenditures of Federal and State
Assistance and to reconcile that schedule to the cash receipts and disbursements recorded in the
general ledger. As a result, the Schedule has historically been prepared during the audit. This is
a deficiency in internal control. For the year ended June 30, 2009, the city expended more than
$500,000 in federal funds which required additional auditing and reporting requirements. Because
the city had not prepared the Schedule of Expenditures of Federal and State Assistance, this fact
was unknown until several months after year-end. When the schedule was prepared, as part of
the audit, adjustments were made to the general ledger in the amount of $394,502 for modified-
cash basis and an additional $450,787 for full accrual (See finding 09-1 above).
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Recommendation: The city should implement a process of grant tracking and reporting where a
centralized position collects the information for cash receipts, disbursements and grants
receivable/payable from the various departments and produces the Schedule of Expenditures of
Federal and State Assistance. The schedule should be reconciled to the general ledger at least
annually. We further recommend examining the chart of accounts to determine if separate
expenditures accounts should be used for grantor funds versus matching funds. This might
make reconciliation to the general ledger less time-consuming.

Current Status: The finding has been modified and repeated as an other comment 10-6. The
finding for the current year has not been repeated as a finding for the major program audited in
the schedule of findings and questioned costs.

Findings and Questioned Costs- Major Federal Award Program Audit — Compliance and Other
Matters for major program - Department of Transportation CFDA No. 20.205

None identified.
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CITY OF GALLATIN, TENNESSEE
Schedule of Findings, Questioned Costs and Responses
For the Year Ended June 30, 2010

Summary of Auditors’ Results
Financial Statements
o The auditors’ report expresses an unqualified opinion on the financial statements of the City of
Gallatin, Tennessee.
e Two material weaknesses were identified during the audit of the financial statements. No significant
deficiencies were reported during the audit of the financial statements.
e Two instances of noncompliance material to the financial statements of the City of Gallatin,
Tennessee were disclosed during the audit.
Federal Awards
e No material weaknesses were identified during the audit of the major federal award programs. No
significant deficiencies identified were reported during the audit of the major federal award
programs.
e The auditors’ report on compliance for the major federal award programs for the City of Gallatin,
Tennessee expresses an unqualified opinion on all major federal programs.
e Audit findings that are required to be reported in accordance with Section 510(a) of OMB Circular
A-133 are reported in this Schedule.
o The programs tested as major programs included: Department of Transportation, Federal Highway
Administration ARRA CFDA No. 20.205.
e The threshold for distinguishing Types A and B programs was $300,000.
s The City of Gallatin, Tennessee did not qualify as a low-risk auditee.

Findings- Financial Statements Audit — Internal Control

10-1. INTERNAL CONTROL DESIGN ~ CITY RECORDER’S OFFICE
Criteria: A good system of internal control is part of generally accepted accounting principles.

Condition: The City Recorder’'s office implemented new software during the fiscal year ended
June 30, 2010. With the implementation of the new software, the City Recorder’s office changed
the daily process for collection of cash receipts and daily close-out procedures. The new
software provides modules for business and other taxes, court, and miscellaneous receipts. A
module for the collection of property taxes was added after year-end. The intent is that the cash
receipts would be entered into the software once (in the City Recorder’s office) and uploaded
directly into the general ledger daily.

The end result of these changes caused us o note the following items during our audit fieldwork
procedures.

e All users of the system in the City Recorder’s office were set up with unique login
usernames and passwords during the implementation of the software. This
internal control was designed so that at the end of each day, each user would
have to balance their cash receipts entered into the software with the cash
receipts in the cash register by type of receipt (i.e. Cash, credit card, check, etc.)
in order to balance for the day. We noted that users shared login on the system
and that login's of employees of the information technology department were
used to receipt routinely. As a result, each cashier was not able to balance daily
their cash receipts to what they had entered into the software. Also, each cashier
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did not have a separate “drawer” or cash register for their own collections,
making daily reconciliation difficult.

e We also noted that the cashier’s did not consistently enter in the proper type of
cash receipt (i.e. Cash, credit card, check, etc.). We also noted that cashiers
would “make change” or cash personal checks using the cash register. The end
result was that the deposit slips that went to the bank and were turned into the
finance department daily did not match the composition on the reports from the
City Recorder's office. We selected 20 deposits from the City Recorder’s office
to test during 2010. We were unable to verify the composition of 17 of those
deposits. During fieldwork, the City Recorder’s office researched those 17
deposits and provided explanations of errors in data entry to explain 9 of the
discrepancies. The remaining 8 could not be explained. This represents a fraud
risk for potential misappropriate of cash receipts.

e The Finance department routinely noted that the reports provided from the City
Recorder's office daily to support the cash receipts were changed by marking out
system generated numbers and handwriting numbers on the reports to balance.
Because of errors found with this process, the finance department did not rely on
the cash receipts entered by the City Recorder’s office and did not upload that
detail daily into the general ledger. The finance department re-entered the
information in summary form into the general ledger daily. Cash receipts were
entered into the software twice (once in the City Recorder’s office and once in
Finance), which is inefficient.

e The new software requires daily reports to be archived for historical purposes.
Certain reports, if not archived cannot be recreated at a later date. The system is
supposed to be set up so that default paths are created to store archived reports.
We noted that all reports recommended to be archived daily were not archived.
We also noted that the default paths had not been properly set up for archived
reports. We noted that the few reports that had been archived to various
locations on the network were not labeled or organized in such a way to make
research easy.

e Property tax reports in the City Recorder's office were not reconciled to the
corresponding general ledger accounts for the various components including
property taxes receivable (current and delinquent), interest and penalties, etc.
Material adjustments were required to correct the general ledger during the audit.

Questioned Costs: All cash receipts collected through the City Recorder’s office. Amount
undetermined.

Context: \dentified as part of our obtaining and understanding of the City and its environment
including internal control.

Effect: Material Weakness in design of internal control. Fraud risk related to misappropriation of
cash receipts.

Cause: Lack of proper design of internal control and training on new software to provide for
segregation of duties over cash receipts.

Recommendation: We recommend the City Recorder implement the following to strengthen the
internal control process and address the issues described above:

e Each cashier should daily log onto the system using their assigned username
and password. Usernames for personnel not involved in the cash receipting
process (i.e. Information technology department) should be deactivated or
passwords should be changed so that cashier's do not have access to those
logins.
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10-2.

e Cashiers should each be assigned their own drawer or cash register that they are
responsible for. Cashiers should not share these or work out of another cashier’s
till. They should start and end each day with a consistent amount of change.

e At the end of each day, each cashier should be trained on the daily closing
process. Each cashier should run their own reports and reconcile those reports
by composition (i.e. Cash, credit card, check, etc.) to their cash drawer or
register. Once each cashier has balanced, the reports should be run in total for
the day and the funds should be prepared for deposit. If this process is
implemented correctly, each cashier should identify most keying errors on their
own. This should make the information more reliable for finance.

e Once finance is confident the process has been implemented properly, finance
should allow the transactions to be uploaded into the general ledger directly from
the City Recorder’s office and stop entering in summary format.

e The City Recorder shouid work with the software provider to determine what
reports should be archived on a daily, monthly and annual basis. The report path
should be set for each user and the appropriate reports should be archived.
These reports should be labeled and organized in the archive folders in a manner
that allows for easy research and retrieval.

s  Property tax reports should be reconciled to the various general ledger accounts
monthly by the City Recorder’s office to ensure that no adjustment is necessary
in the general ledger.

Views of Management and planned corrective action. Management concurs. Management has
implemented a number of changes to improve the internal controls within the Recorder’'s office.
Each employee now uses her own personal login and password. Each employee now has her
own cash drawer that is balanced at the end of each day. Daily deposits are made intact. An
internal form has been created that is signed off by two employees confirming the cash that is
included with each deposit. Employees are taking more care to insure that payment types are
entered correctly. Employees have received additional instruction on proper procedures and will
continue to make improvements in the process. Management continues to track the activity of
each employee and has taken steps to reprimand employees who repeatedly fail to perform

properly.

AUDIT ADJUSTMENTS (modified and repeated from 09-1.)
Criteria: A good system of internal control is part of generaily accepted accounting principles.

Condition: The city maintains the books throughout the year on a modified-cash basis and then
adjustments are made during the audit to convert from modified to full accrual. Identification by
the auditor of a material misstatement in the financial statements for the period under audit that
was not initially identified by the entity's internal control is a deficiency in internal control even if
management subsequently corrects the misstatement. During the audit, we proposed 24 entries
to the modified-cash basis for governmental funds and full accrual basis for enterprise funds for a
total net income effect of ($5,135,204). For the conversion from modified-cash to full accrual
basis for the government-wide financial statements, we proposed eight entries for a total net
income effect of $5,254,179.

Questioned Costs: ($5,135,204)

Context: Identified as part of our audit fieldwork.

Effect: Material Weakness in internal control.

Cause: Books were not adjusted during final year-end closing process. Of the ($5,135,204)

above, approximately $5,278,823 was related to construction of the wastewater treatment plant
accounted for in a major capital projects fund.
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Recommendation. Management should review the adjustments made during the audit to
determine what entries should be recorded during the fiscal year prior to beginning the annual
audit. Most of these entries could be determined by management prior to the audit and recorded
as estimates within a material amount. :

Views of Management and planned corrective action:  Management will make every effort to
post year-end entries prior to the beginning of the audit process.

Findings- Financial Statements Audit - Compliance

10-3.

COMPETITIVE BIDDING (modified and repeated from 09-5)
Criteria: According to the 1983 Municipal Purchasing Law, the city is required to comply with
state law regarding competitive bidding practices and recordkeeping.

Condition: Within our audit sample of 183 expenditure transactions and examination of every
vendor paid more than $10,000 for the fiscal year, we noted multiple occurrences where
competitive bidding (for purchases over $10,000) should have occurred. We were unable to
review supporting documentation of bids for several transactions discussed below. In addition,
we noted instances where vendors were using old bids for work performed in the current year.
We also noted that not all bids are opened at a central location using standard procedures and
including the city purchasing manager in the process. Procedures and recordkeeping vary by the
department requesting the bid.

e The Leisure Services department of the general fund did not compestitively bid the
contract for HVAC services, purchase of pool chemicals, purchase of a replacement
sauna at the Civic Center, and the purchase of new granite tee signs at the golf course.
All of these vendors were paid more than $10,000 during the year ended June 30, 2010.
While the purchase of the volume of pool chemicals will vary from year to year, the city
should be able to budget and prepare a bid request that allows for annual pricing of the
types of chemicals required.

e  While reviewing telephone bids for certain items within the Leisure Services department
including marketing materials (t-shirts, printed items, etc.) and catering services we noted
that the documentation was not sufficient to determine the dates, times, and persons
talked with to make a decision about whether the telephone bids were adequate.

e Paving contracts for jobs that are not part of a larger construction project that is being bid
exceeded $10,000 for the year and were not competitively bid. While this annual paving
will vary from year to year, the city should be able to budget and prepare a bid request
that allows for annual pricing of these jobs.

e The Water and Sewer Fund has been using an “emergency purchase” (as defined in the
1983 Municipal Purchasing Law) for sludge removal for more than twelve months. A
contract dated December 5, 2005 is being used to award these services to an individual
who passed away during 2010. The contract was assigned to his estate. The city is in
the process of building a facility to deal with sludge internally, but until that facility is
complete this service should be competitively bid. Subsequent to year-end, this contract
was rebid. The purchasing manager was not present at the bid opening and did not initial
the bid documentation.

Questioned Costs: see above

Context: identified as part of our audit testing process.

Effect: Not in compliance with state law.

Cause: The City has a purchasing manager, who has worked to develop standard processes and
documentation procedures to ensure the 1983 Municipal Purchasing Law purchasing
requirements are met. Not all departments are using the purchasing manager for all transactions.
Recommendation. We recommend the city require the purchasing manager be involved in every
purchase requiring competitive bidding (transactions over $10,000). In situations where the
expertise of the various departments is required, the purchasing manager should be involved in a

more limited way but at a minimum should be present at every bid opening and should initial all
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bid and award documentation. We further recommend that the purchasing procedures of the city
be formalized and standardized across departments. These procedures should encompass the
legal requirements of the 1983 Municipal Purchasing Law and recommendations of the University
of Tennessee Municipal Technical Advisory Service in their publication Purchasing Guide for
Tennessee Municipalities. It should include guidelines for procedures, documentation and
actions for failure to follow the proper process.

Views of Management and planned corrective action. Management concurs. Management has
reminded all departments of purchasing and bid laws. The City Council approved a formalized
purchasing policy for all departments to follow in August 2010. The policy has been provided to
all department heads and departmental administrative assistants. The finance department has
taken steps internally to receive and/or review bid and quote documents before requisitions are
converted to purchase orders or invoices are paid. Also, the finance department developed and
distributed a form for departments to use when taking telephone bids which includes all pertinent
information needed. Management will continue to expand the role of the purchasing agent.

Subsequent to 6/30/2010, the following items/services have been bid through formal bid
processes: Leisure HVAC services, Water/Sewer sludge removal. According to the department
head, the prior sludge removal contract was a 5 year contract that ended 12/2010.

10-4. BUDGET VIOLATIONS
Criteria: According to Tennessee Code Annotated (TCA) 6-56-203, the City is prohibited from
spending money in excess of the budget ordinance within the provisions of the code section.

Condition: Actual expenditures for the year exceeded budget appropriations for the various
department of the General Fund as indicated on page 40. Several other violations of line items
within the budget were also identified and corrected by management but did not affect the overall
department expenditures.

Questioned Costs: $26,873 (total of expenditures over budget)

Context: {dentified as part of our audit process.

Effect: Not in compliance with state law.

Cause: Purchasing is not centralized and the state requirements are not routinely monitored by
one central office. The city did hire a purchasing manager subsequent to year-end.

Recommendation; We recommend that the city council amend the budget ordinance to authorize
the expenditures made in excess of the original budget appropriation.

Views of Management and planned corrective action.  Management will take every effort to
ensure to that department spending remain within budget limits. For unforeseen expenses,
Council will make additional appropriations to cover the anticipated overages.

Findings- Financial Statements Audit - Fraud, Abuse and Other Matters

10-5. UNLAWFUL MUNICIPAL PURPOSE
Criteria: According to Tennessee Code Annotated (TCA) 6-56-112, one of the foundational
requirements of state law is that all expenditures of money made by a municipality must be made
for a lawful municipal purpose.

Condition: Two expenditures were paid in the Leisure Services Department of the general fund
for the benefit of private individuals.

Questioned Costs: $223.90
Context: Identified as part of our audit process.
Effect: Not in compliance with state law.

Cause: Entry fees to run a marathon were approved and paid for two individuals.
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Recommendation: We recommend that the amounts be repaid by the individuals.

Views of Management and planned corrective action: Management concurs. Management
requested and received reimbursement for the unlawful expenditures.

Findings and Questioned Costs- Major Federal Award Program Audit — Internal Control for major
program - Department of Transportation ARRA CFDA No. 20.205

None identified.

Findings and Questioned Costs- Major Federal Award Program Audit ~ Compliance and Other
Matters for major program - Department of Transportation ARRA CFDA No. 20.205

None identified.
Boiber | Jabe ¢ Looeria?e

February 10, 2011
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Corrective Action Plan
For the year ended June 30, 2010

February 10, 2011

Department of Transportation, Federal Highway Administration ARRA CFDA No. 20.205

The City of Gallatin, Tennessee respectfully submits the following corrective action plan for the year
ended June 30, 2010.

Audit Firm: Parker, Parker & Associates, PLC

1000 Northchase Drive, Suite 260
Gallatin, TN 37072

The findings from the Schedule of Findings and Questioned Costs are discussed below. The findings are
numbered consistently with the numbers assigned in the schedule.

Findings: Financial Statement Audit — Internal Control

10-1.

10-2.

INTERNAL CONTROL DESIGN ~ CITY RECORDER’S OFFICE
Finding: Internal controls are not designed and operating effectively for cash receipting.

Corrective Action Plan. Management concurs. Management has implemented a number of
changes to improve the internal controls within the Recorder’s office. Each empioyee now uses
her own personal login and password. Each employee now has her own cash drawer that is
balanced at the end of each day. Daily deposits are made intact. An internal form has been
created that is signed off by two employees confirming the cash that is included with each
deposit. Employees are taking more care to insure that payment types are entered correctly.
Employees have received additional instruction on proper procedures and will continue to make
improvements in the process. Management continues to track the activity of each employee and
has taken steps to reprimand employees who repeatedly fail to perform properly.

Target Date for Completion: 12/31/2010

AUDIT ADJUSTMENTS
Finding: Material audit adjustments were proposed during the audit.

Corrective Action Plan. Management will make every effort to post year-end entries prior to the
beginning of the audit process.

Target Date for Completion: 6/30/2011

Findings: Financial Statement Audit ~ Compliance

10-3.

COMPETITIVE BIDDING

Finding: Within our audit sample of 183 expenditure transactions and examination of
every vendor paid more than $10,000 for the fiscal year, we noted multiple occurrences
where competitive bidding (for purchases over $10,000) should have occurred. We were
unable to review supporting documentation of bids for several transactions discussed
below. In addition, we noted instances where vendors were using old bids for work
performed in the current year. We also noted that not all bids are opened at a central
location using standard procedures and including
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10-4.

the city purchasing manager in the process. Procedures and recordkeeping vary by the
department requesting the bid.

Corrective Action Plan: Management concurs. Management has reminded all departments’ of
purchasing and bid laws. The City Council approved a formalized purchasing policy for all
departments to follow in August 2010. The policy has been provided to all department heads and
departmental administrative assistants. The finance department has taken steps internally to
receive and/or review bid and quote documents before requisitions are converted to purchase
orders or invoices are paid. Also, the finance department developed and distributed a form for
departments to use when taking telephone bids which includes all pertinent information needed.
Management will continue to expand the role of the purchasing agent.

Subsequent to 6/30/2010, the following items/services have been bid through formal bid
processes: Leisure HVAC services, Water/Sewer sludge removal. According to the department
head, the prior sludge removal contract was a 5 year contract that ended 12/2010.

Target Date for Completion: 12/31/2010

BUDGET VIOLATIONS
Finding: Actual expenditures for the year exceeded budget appropriations for the various
department of the General Fund as indicated on page 40.

Corrective Action Plan. Management concurs. Management will take every effort to ensure to
that department spending remain within budget limits. For unforeseen expenses, Council will
make additional appropriations to cover the anticipated overages.

Target Date for Completion 6/30/2011

Findings: Financial Statement Audit — Other Matters

10-5.

UNLAWFUL MUNICIPAL PURPOSE
Finding: Two expenditures were paid in the Leisure Services Department of the general fund for
the benefit of private individuals.

Corrective Action Plan.  Management concurs. Management requested and received
reimbursement for the unlawful expenditures.

Target Date for Completion 10/31/2010

Findings and Questioned Costs- Major Federal Award Program Audit — Internal Control for major
program - Department of Transportation, Federal Highway Administration ARRA CFDA No. 20.205

None noted.

Findings and Questioned Costs- Major Federal Award Program Audit — Compliance and Other
Matters for major program - Department of Transportation, Federal Highway Administration ARRA
CFDA No. 20.205

None noted.

If the Department of Transportation, Federal Highway Administration has questions regarding this plan,
please contact Mrs. Rachel Nichols at 615-451-5963.

Sincerely,
Hactel Vickols

Director of Finance
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