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JOHN R. POOLE, CPA

CERTIFIED PuBLIC ACCOUNTANT

134 NODRTHLAKE DRIVE (615) B22-4177
HENDERSONVILLE, TN 37075

Independent Auditor’s Report

Mayor and Board of Aldermen of the
Town of Dowelltown, Tennessee
Dowelltown, Tennessee

Report on the Audit of the Financial Statements

Opinions

I have audited the accompanying financial statements of the governmental activities and the major fund of
the Town of Dowelltown, Tennessee (the “Town™) as of and for the year ended June 30, 2023, and the
related notes to the financial statements, which collectively comprise the Town’s basic financial statements
as listed in the table of contents.

In my opinion, the financial statements referred to above present fairly, in all material respects, the respective
financial position of the governmental activities and the major fund of the Town as of June 30, 2023, and the
respective changes in financial position and the respective budgetary comparison for the General Fund, for the
year then ended, in accordance with accounting principles generally accepted in the United States of America.

Basis for Opinions

I conducted my audit in accordance with auditing standards generally accepted in the United States of America
and the standards applicable to financial audits contained in the Government Auditing Standards, issued by the
Comptroller General of the United States. My responsibilities under those standards are further described in the
Auditor’s Responsibilities for the Audit of the Financial Statements section of my report. I am required to be
independent of the Town and to meet my other ethical responsibilities, in accordance with the relevant ethical
requirements relating to my audit. I believe that the audit evidence I have obtained is sufficient and appropriate

to provide a basis for my audit opinions.
Responsibilities of Management for the Financial Statements

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

In preparing the financial statements, management is required to evaluate whether there are conditions or events,
considered in the aggregate, that raise substantial doubt about the Town’s ability to continue as a going concern
for twelve months beyond the financial statement date, including any currently known information that may
raise substantial doubt shortly thereafter.



Auditor’s Responsibilities for the Audit of the Financial Statements

My objectives are to obtain reasonable assurance about whether the financial statements as a whole are free from
material misstatement, whether due to fraud or error, and to issue an auditor’s report that includes my opinions.
Reasonable assurance is a high level of assurance but is not absolute assurance and therefore is not a guarantee
that an audit conducted in accordance with generally accepted auditing standards and Government Auditing
Standards will always detect a material misstatement when it exists. The risk of not detecting a material
misstatement resulting from fraud is higher than for one resulting from error, as fraud may involve collusion,
forgery, intentional omissions, misrepresentations, or the override of internal control. Misstatements are
considered material if there is a substantial likelihood that, individually or in the aggregate, they would influence
the judgement made by a reasonable user based on the financial statements.

In performing an audit in accordance with generally accepted auditing standards and Government Auditing
Standards, I:

» Exercise professional judgment and maintain professional skepticism throughout the audit.

Identify and assess the risks of material misstatement of the financial statements, whether due to fraud

or error, and design and perform audit procedures responsive to those risks. Such procedures include

examining, on a test basis, evidence regarding the amounts and disclosures in the financial statements.

% Obtain an understanding of internal control relevant to the audit in order to design audit procedures that
are appropriate in the circumstances, but not for the purpose of expressing an opinion on the
effectiveness of the Town’s internal control. Accordingly, no such opinion is expressed.

<+ Evaluate the appropriateness of accounting policies used and the reasonableness of significant
accounting estimates made by management, as well as evaluate the overall presentation of the financial
statements.

% Conclude whether, in my judgment, there are conditions or events, considered in the aggregate, that raise
substantial doubt about the Town’s ability to continue as a going concern for a reasonable period of time.

R/
0‘0

I am required to communicate with those charged with governance regarding, among other matters, the planned
scope and timing of the audit, significant audit findings, and certain internal control-related matters that I
identified during the audit.

Required Supplementary Information

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



Supplementary Information

My audit was conducted for the purpose of forming opinions on the financial statements that collectively
comprise the Town’s basic financial statements. The supplementary information section, as listed in the table of
contents, is presented for purposes of additional analysis and is not a required part of the basic financial
statements. Such information is the responsibility of management and was derived from and relates directly to
the underlying accounting and other records used to prepare the basic financial statements. The information has
been subjected to the auditing procedures applied in the audit of the basic financial statements and certain
additional procedures, including comparing and reconciling such information directly to the underlying
accounting and other records used to prepare the basic financial statements or to the basic financial statements
themselves, and other additional procedures in accordance with auditing standards generally accepted in the
United States of America. In my opinion, the supplementary information is fairly stated in all material respects
in relation to the basic financial statements as a whole.

Other Information — Introductory Section

Management is responsible for the Introductory Section included in the annual report. The Introductory Section,
as listed in the table of contents, does not include the basic financial statements and my auditor’s report thereon.
My opinion on the basic financial statements does not cover the Introductory Section, and I do not express an
opinion or any other assurance thereon.

In connection with my audit of the basic financial statements, my responsibility is to read the Introductory
Section and consider whether a material inconsistency exists between the Introductory Section and basic
financial statements, or the Introductory Section otherwise appears to be materially misstated. If, based on the
work performed, I conclude that an uncorrected material misstatement of the Introductory Section exists, [ am
required to describe it in my report.

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, I have also issued my report dated July 31, 2023, on my
consideration of the Town’s internal control over financial reporting and on my tests of its compliance with
certain provisions of laws, regulations, contracts and grant agreements and other matters. The purpose of that
report is solely to describe the scope of my testing of internal control over financial reporting and compliance
and the results of that testing, and not to provide an opinion on the effectiveness of the Town’s internal control
over financial reporting or on compliance. That report is an integral part of an audit performed in accordance
with Government Auditing Standards in considering the Town’s internal control over financial reporting and

compliance.

Job RO, con

July 31, 2023
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TOWN OF DOWELLTOWN, TENNESSEE
Management’s Discussion and Analysis

As management of the Town of Dowelltown, Tennessee (the Town) we offer readers of the Town’s
financial statements this narrative overview and analysis of the financial activities of the Town for
the fiscal year ended June 30, 2023. The analysis focuses on significant financial position, budget
changes and variances from the budget, and specific issues related to funds and the economic
factors affecting the Town. Management’s Discussion and Analysis (MD&A) focuses on current
year activities and resulting changes.

Financial Highlights:

The assets of the Town of Dowelltown exceeded its liabilities at the close of the most recent fiscal
year by $503,502. Of this amount, $401,537 (unrestricted net position) may be used to meet the
government’s ongoing obligations to citizens and creditors.

The government’s total net position increased by $36,775, despite the Town having had lower
revenues as compared to the prior year and having maintained expenses within budgeted levels.

As of the close of the current fiscal year, the Town’s governmental funds reported combined
ending fund balances of $401,537, an increase of $40,072 as the result of the Town having
maintained expenses within budgeted levels. At the end of the current fiscal year, unassigned fund
balance of the General Fund was $216,121 or 579% of the total general fund expenditures.

Overview of the Financial Statements:

This discussion and analysis is intended to serve as an introduction to the Town of Dowelltown’s
basic financial statements. The Town’s basic financial statements comprise three components: (1)
government-wide financial statements, (2) fund financial statements, and (3) notes to the financial
statements. This report also contains other supplementary information in addition to the basic
financial statements.

Government-wide financial statements. The government-wide financial statements are designed
to provide readers with a broad overview of the Town’s finances, in a manner similar to a private-
sector business.

The Statement of Net position presents information on all the Town’s assets and liabilities, with
the difference between the two reported as net position. Over time, increases or decreases in net
position may serve as a useful indicator of whether the financial position of the Town is improving
or deteriorating.



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

Both of the government-wide financial statements distinguish functions of the Town that are
principally supported by taxes and intergovernmental revenues (governmental activities) from
other functions that are intended to recover all or a significant portion of their costs through user
fees and charges (business-type activities). The governmental activities of the Town of
Dowelltown include general government, personnel, finance, streets and public works. The
government-wide financial statements can be found on pages 11-12 of this report.

Fund financial statements. A Fund is a grouping of related accounts that is used to maintain control
over resources that have been segregated from specific activities or objectives. The Town of
Dowelltown, like other state and local governments, uses fund accounting to ensure and
demonstrate compliance with finance-related legal requirements. All of the funds of the Town are
governmental.

Governmental Funds. Governmental Funds are funds used to account for essentially the same
functions reported as governmental activities in the government-wide financial statements.
However, unlike the government-wide financial statements, governmental fund financial
statements focus on near-term inflows and outflows of spendable resources, as well as on balances
of spendable resources available at the end of the fiscal year. Such information may be useful in
evaluating a government’s near-term financing requirements. Because the focus of governmental
funds is narrower than that of the government-wide financial statements, it is useful to compare
the information presented for governmental funds with similar information presented for
governmental activities in the government-wide financial statements. By doing so, readers may
better understand the long-term impact of the government’s near-term financing decisions. Both
the governmental fund balance sheet and governmental fund statement of revenues, expenditures,
and changes in fund balances provide a reconciliation to facilitate this comparison between
governmental funds and governmental activities.

The Town maintains one individual governmental fund. Information is presented separately in the
governmental fund balance sheet and in the governmental fund statement of revenues,
expenditures, and changes in fund balances for the general fund which is considered to be a major
fund. The Town of Dowelltown adopts an annual appropriated budget for its general fund. A
budgetary comparison statement has been provided for the general fund to demonstrate compliance
with this budget.

The basic governmental fund financial statements can be found on pages 14-19 of this report.



Notes to the financial statements. The notes provide additional information that is essential to a
full understanding of the data provided in the government-wide and fund financial statements. The
notes to the financial statements can be found on pages 20-28 of this report.

Financial Analysis of the Financial Statements -- Government-wide Financial Analysis

As noted earlier, net position may serve over time as a useful indicator of a government’s financial
position. In the case of the Town of Dowelltown, assets exceeded liabilities by $503,502 at the
close of the most recent fiscal year.

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

Town of Dowelltown’s Net position

2022 2023
Governmental Governmental
Activities Activities

Current and other assets $ 401,573 481,753
Capital assets 105.262 101,965

Total assets 506,835 583,718
Other liabilities 0 0

Total liabilities 0 0
Deferred Inflows 40,108 80,216
Net position:
Investment in capital assets 105,262 101,965
Unrestricted 361.465 401.537

Total net position $ 466,727 503,502

At the end to the current fiscal year, the Town is able to report positive balances in all three
categories of net position, both for the government as a whole, as well as for its separate
governmental funds. The same situation held true for the prior year.



Government-wide comparison of revenues of expenses

2022 2023
Governmental Governmental Change Between
Activities Activities Years
Revenues:
Program revenues:
Charges for services 520 5715 55
Operating grants and contributions 12,964 12,549 (415)
Capital grants and contributions 19,398 0 (19,398)
General revenues:
Property taxes - in lieu 3,551 4,112 561
Sales taxes 51,592 54,228 2,636
Franchise taxes 3.211 3,183 (28)
Interest income 1,274 1,945 671
Other 606 782 176
Total revenues 93,116 77,374 (15,742)
Expenses:
General government 33,133 16,730 (16,403)
Highways and streets 11,803 12,189 386
Leisure and cultural 5,144 6,900 1,756
Solid Waste 4,880 4,780 (100)
Total expenses 54,960 40,599 (14,361)
Change in Net Position 38,156 36,775 (1,381)

The assets of the Town of Dowelltown exceeded its liabilities at the close of the most recent fiscal
year by $503,502. Of this amount, $401,537 (unrestricted net position) may be used to meet the

government’s ongoing obligations to citizens and creditors.

The government’s total net position increased by $36,775, despite the Town having had lower
revenues as compared to the prior year and having maintained expenses within budgeted levels.



Financial Analysis of the Financial Statements

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

Governmental Funds

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

year.

The general fund is the chief operating fund of the Town. At the end of the current fiscal year,
unassigned fund balance of the general fund was $216,121. As a measure of the general fund’s
liquidity, it may be useful to compare both unassigned fund balance and total fund balance to total
fund expenditures. Unassigned fund balance represents 579% of total general fund expenditures.

General Fund Budgetary Highlights

The Town maintained its departmental budgets during the year. See pages 18-19 for an analysis
of these budgets.

Capital Assets

The Town of Dowelltown’s investment in capital assets from its governmental activities at June
30,2023, amounts to $101,965 (net of accumulated depreciation). This investment in capital assets
is in land, buildings, improvements, machinery and equipment.

Major capital asset events during the current fiscal year included the following:
e No additions in the current year.

Town of Dowelltown’s Capital Assets

2022 2023
Governmental Governmental

Activities Activities
Land $ 16,275 16,275
Buildings and improvements 57,688 57,688
Infrastructure 91,600 91,600
Equipment 31.124 31,124
Less accumulated depreciation (91,425) (94,722)
Net Capital Assets $.105.262 101,965

Additional information on the Town of Dowelltown’s capital assets can be found in the notes to
the financial statements section of this report.



Economic Factors and Next Year’s Budget and Rates

In the 2023-2024 budget, General fund revenues are budgeted to maintain from the 2022-2023
budget as the economy returns to a more normal level. The Town’s budget has benefited by a
stable retail base producing steady local sales tax receipts. Expenditures are expected to remain
stable.

All of these factors were considered in preparing the Town’s budget for the 2023-2024 fiscal year.

Requests for Information

This financial report is designed to provide a general overview of the Town of Dowelltown,
Tennessee’s finances for all those with an interest in the government’s finances. Questions
concerning any of the information provided in this report or requests for additional financial
information should be addressed to:

Darry Driver
Town of Dowelltown
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Assets
Cash and cash equivalents

Accounts receivable
Capital assets not depreciated

Capital asset, net of accumulated depreciation

Total Assets

Liabilities, Deferred Inflows, and Net Position

Liabilities:
Accounts payable
Total Liabilities

Deferred inflows:
Deferred inflows of resources - Grants
Total Deferred Inflows

Net Position:
Investment in capital assets
Unrestricted
Total Net Position

TOWN OF DOWELLTOWN, TENNESSEE
Statement of Net Position

June 30, 2023

Governmental
Activities
$471,405

10,348
16,275

85,690
$583,718

80,216
$80,216

101,965
401,537
503,502

See accompanying notes to financial statements.
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Total

471,405

10,348

16,275

85,690

583,718

80,216

$80,216

101,965
401,537

503,502



Function/Programs

Government Activities:

General government
Highways and streets
Leisure and cultural
Solid waste
Total Governmental Activities

TOWN OF DOWELLTOWN, TENNESSEE

Statement of Activities

For the Year Ended June 30, 2023

Program Revenues

Net (Expenses) Revenue and
Changes in Net Position

Operating Capital
Charges for Grants and Grants and  Governmental
Expenses Services Contributions Contributions Activities Total
16,730 0 0 0 (16,730) (16,730)
12,189 0 12,549 0 360 360
6,900 575 0 0 (6,325) (6,325)
4,780 0 0 0 (4,780) (4,780)
40,599 575 12,549 0 (27,475) (27,475)
General Revenues
Payments in lieu of taxes 4,112 4,112
Sales taxes 54,228 54,228
Franchise fees 3,183 3,183
Beer tax 156 156
Interest income 1,945 1,945
Other 626 626
Total general revenues 64,250 64,250
Changes in Net Position 36,775 36,775
Net Position - beginning of year 466,727 466,727
Net Position - ending of year 503,502 503,502

See accompanying notes to financial statements.
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TOWN OF DOWELLTOWN, TENNESSEE
Balance Sheet

Governmental Funds

June 30, 2023
General Total
Assets Fund Funds
Cash and cash equivalents $471,405 $471,405
Accounts receivable 10,348 10,348
Total Assets $481,753 $481,753
Liabilities, Deferred Inflow and Fund Balance
Liabilities: ‘
Accounts payable 0 0
Total Liabilities 0 0
Deferred Inflow of Resources:
Deferred grant receipts 80,216 80,216
Total Deferred Inflow of Resources 80,216 80,216
Fund balance:
Assigned - capital projects 185,416 185,416
Unassigned 216,121 216,121
Total Fund Balance 401,537 401,537
Total Liabilities and Fund Balance: $481,753 $481,753

The notes accompanying the financial statements are an integral part of these financial statements.
14



TOWN OF DOWELLTOWN, TENNESSEE
Reconciliation of the Balance Sheet to the Statement of Net Position
of Governmental Activities
June 30,2023

Amounts reported for fund balance - total governmental funds

Amounts reported for governmental activities in the statement of net
position are different because:

Capital assets used in governmental activities are not financial
resources and, therefore, are not reported in the governmental funds

Net Position of governmental activities

See accompanying notes to the financial statements.

15

$

$

401,537

101,965

503,502



TOWN OF DOWELLTOWN, TENNESSEE

Statement of Revenues, Expenditures
and Changes in Fund Balances

All Governmental Funds

For the Year Ended June 30, 2023

General
Fund Total
Revenues:
Taxes $20,450 20,450
Intergovernmental 53,778 53,778
Miscellaneous 3,146 3,146
Total Revenue 77,374 77,374
Expenditures:
Current:
General government 16,486 16,486
Highways and streets 9,136 9,136
Leisure and cultural 6,900 6,900
Solid Waste 4,780 4,780
Total Expenditures 37,302 37,302
Excess (deficiency) of
revenues over expenditures 40,072 40,072
Fund Balance, July 1, 2022 361,465 361,465
Fund Balance, June 30, 2023 $401,537 $401,537

See accompanying notes to financial statements.
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TOWN OF DOWELLTOWN, TENNESSEE

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

For the Year Ended June 30, 2023
Net change in fund balances - total governmental funds: $ 40,072
Amounts reported for governmental activities in the statement of net
position are different because:
Governmental funds report capital outlays as expenditures. However, in the statement

of activities the cost of those assets is allocated over their estimated useful lives and
reported as depreciation expense.

Acquisition of capital assets 0
Depreciation expense (3,297)
Change in Net Position of governmental activities $ 36,775

See accompanying notes to the financial statements.
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TOWN OF DOWELLTOWN, TENNESSEE

Statement of Revenues, Expenditures
and Changes in Fund Balance - Budget (GAAP Basis) and Actual

General Fund

For the Year Ended June 30, 2023

Variance with

Final Budget
Original Final Positive
Budget Budget Actual (Negative)
Revenues:
Taxes:
Local sales tax 12,000 12,000 13,155 1,155
Franchise fees 3,300 3,300 3,183 (117)
Payments in lieu of taxes 3,500 3,500 4,112 612
Total Taxes 18,800 18,800 20,450 1,650
Intergovernmental:
State sales tax 37,300 37,300 41,073 3,773
State income tax 150 150 0 (150)
State beer tax 157 157 156 ))
Governors fundings 40,108 40,108 0 (40,108)
Gasoline .03 tax 1,900 1,900 1,765 (135)
Gasoline 1989 tax 1,000 1,000 955 45)
Gasoline and motor fuel 6,000 6,000 6,118 118
Gasoline 2017 tax 3,200 3,200 3,084 (116)
Special petrolum tax 650 650 627 (23)
Total Intergovernmental Revenue 90,465 90,465 53,778 (36,687)
Miscellaneous:

Parks income 700 700 575 (125)
Interest income 215 215 1,945 1,730
Miscellaneous 350 350 626 276

Total Miscellaneous 1,265 1,265 3,146 1,881
Total Revenues 110,530 110,530 77,374 (33,156)

The notes accompanying the financial statements are an integral part of these financial statements.
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TOWN OF DOWELLTOWN, TENNESSEE

Statement of Revenues, Expenditures

and Changes in Fund Balance - Budget (GAAP Basis) and Actual, Continued

General Fund

For the Year Ended June 30,

2023

Variance with

Final Budget
Original Final Positive
Budget Budget Actual (Negative)
Expenditures:
General Government:
Current:
Personnel costs 5,000 5,000 4,450 550
Payroll taxes 1,100 1,100 767 333
Professional services 5,300 5,300 5,000 300
Donations and dues 850 850 144 706
Maintenance and supplies 20,000 20,000 0 20,000
Office expense 200 200 236 (36)
Insurance 3,500 3,500 3,876 (376)
Fire plug rental 1,080 1,080 1,080 0
Other 3,500 3,500 933 2,567
40,530 40,530 16,486 24,044
Capital outlay 0 0 0 0
Total General Government 40,530 40,530 16,486 24,044
State street aid:
Street lighting 8,300 8,300 8,741 (441)
Street supplies 1,000 1,000 80 920
Street labor 2,000 2,000 315 1,685
Street repair 0 0 0 0
11,300 11,300 9,136 2,164
Capital outlay 0 0 0 0
Total State street aid 11,300 11,300 9,136 2,164
Leisure and cultural:
Community center 6,000 6,000 6,900 (900)
Park operating expenses 500 500 0 500
6,500 6,500 6,900 (400)
Capital outlay 0 0 0 0
Total Leisure and cultural 6.500 6,500 6,900 (400)
Solid Waste:
Personnel costs 4,780 4,780 4,780 0
Miscellaneous 0 0 0 0
4,780 4,780 4,780 0
Capital outlay 0 0 0 0
Total Solid Waste 4,780 4,780 4,780 0
Total Expenditures 63,110 63,110 37,302 25.808
Excess (deficiency) of Revenues
over Expenditures 47,420 47,420 40,072 (7,348)
Fund Balance, July 1, 2022 361,465 361,465 361,465 0
Fund Balance, June 30, 2023 $408.885 $408.885 $401,537 ($7,348)

The notes accompanying the financial statements are an integral part of these financial statements.
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NOTES TO THE FINANCIAL
STATEMENTS



TOWN OF DOWELLTOWN, TENNESSEE
Notes to Financial Statements
June 30, 2023

1) Summary of Significant Accounting Policies

The Town of Dowelltown, Tennessee (Town) is a municipal corporation, incorporated under the laws of
the State of Tennessee. The Town provides the following services, as authorized by its charter and duly
passed ordinances: recreation, sanitation, streets, public improvements, and general administrative services.
The accounting policies of the Town of Dowelltown, Tennessee conform to generally accepted accounting
principles as applicable to governments. The following is a summary of the more significant policies.

Reporting Entity:

In evaluating the Town as a reporting entity, management follows all applicable GASB statements and has
addressed all potential component units (traditionally separate reporting entities) for which the Town may
be financially accountable and, as such, should be included within the Town's financial statements. The
Town (the primary government) is financially accountable if it appoints a voting majority of the
organization's governing board and (1) it is able to impose its will on the organization or (2) there is a
potential for the organization to provide specific financial benefit or to impose specific financial burden on
the Town. Additionally, the primary government is required to consider other organizations for which the
nature and significance of their relationship with the primary government are such that exclusion would
cause the reporting entity's financial statements to be misleading or incomplete. The Town has no
component units at yearend.

The financial statements now include government-wide financial statements prepared on the accrual basis
of accounting and the economic measurement focus for all funds. The fund financial statements present
information for individual major funds rather than by fund type. Nonmajor funds are presented in one
column. The reporting includes the reporting of capital assets, infrastructure and depreciation, the
elimination of account groups, and the inclusion of management’s discussion and analysis.

Government -Wide and Fund Financial Statements

The Government-wide financial statements, the statement of net position and the statement of changes in
net position, report information on all of the nonfiduciary activities of the primary government. For the
most part, the effect of the interfund activity has been removed from these statements. Government activities
which normally are supported by taxes and intergovernmental revenues are reported separately from
business-type activities, which rely to a significant extent on fees and charges for support.
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TOWN OF DOWELLTOWN, TENNESSEE
Notes to Financial Statements
June 30, 2023

1) Summary of Significant Accounting Policies, Continued

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

Separate financial statements are provided for governmental funds. Major individual governmental funds
are reported as separate columns in the fund financial statements.

Measurement Focus, Basis of Accounting. and Financial Statement Presentation

The government-wide financial statements are reported using the economic resources measurement focus
and the accrual basis of accounting. Revenues are recorded when earned and expenses are recorded when
a liability is incurred, regardless of the timing of related cash flows. Grants and similar items are recognized
as revenue as soon as all eligibility requirements imposed by the provider have been met.

Govermnmental fund revenues are reported using the current financial resources measurement focus and the
modified accrual basis of accounting. Revenues are recognized as soon as they become both measurable
and collectable within the current period or soon enough thereafter to be used to pay liabilities of the current
period. The government considers most governmental revenues as available if received within 60 days of
years end. Expenditures are recorded generally when a liability is incurred, as under accrual accounting.
However, debt service expenditures, as well as expenditures related to compensated absences and claims
and judgments are recorded only when payment is due.

State shared revenues, and interest associated with the current fiscal period are all considered to be
susceptible to accrual and so have been recognized as revenues of the current fiscal period using the criteria
specified in the paragraph above. All other revenue items are considered to be measurable and available
only when cash is received by the government.

The government reports the following major funds:

General Fund - The General Fund is the general operating fund of the Town. It is used to account for all
financial resources of the general government except those required to be accounted for in another fund.

As a general rule, the effect of interfund activity has been eliminated from the government-wide financial
statements.

When both restricted and unrestricted resources are available for use, it is the Town’s policy to use restricted
resources first, then unrestricted resources as they are needed. When unrestricted funds are used the Town

uses committed, assigned then unassigned funds.
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TOWN OF DOWELLTOWN, TENNESSEE
Notes to Financial Statements

June 30, 2023

(1) Summary of Significant Accounting Policies, Continued.

Cash and Cash Equivalents
Cash and cash equivalents consist primarily of savings accounts, certificates of deposit with original
maturities three months or less and amounts held by the State Local Government Investment Pool.

Receivables and Payables

Activity between funds that are representative of lending/ borrowing arrangements outstanding at the end
of the fiscal year are referred to as either due from/ due to other funds (i.e. the current portion of interfund
loans). Any residual balances outstanding between the governmental activities and business-type activities
are reported in the government-wide financial statements as internal balances.

Advances between funds, as reported in the fund financial statements, are offset by a fund balance reserve
account in applicable governmental funds to indicate that they are not available for appropriation and are
not expendable available resources.

Capital Assets
Capital assets, which include property, plant and equipment, and infrastructure assets consisting of certain

improvements other than buildings, including roads are reported in the applicable governmental or business-
type activities columns in the government-wide financial statements. Capital assets are defined by the
government as assets with an individual cost of $5,000 and an estimated useful life in excess of three years.
All capital assets are valued at historical cost or estimated useful life in excess of three years. All capital
assets are valued at historical cost or estimated historical cost, if actual historical cost is not available.
Donated capital assets are valued at their estimated fair value on the date donated. The costs of normal
maintenance and repairs that do not add to the value of the asset or materially extend asset lives are not

capitalized.

Depreciation is provided over the estimated useful lives using the straight-line method.

The estimated useful lives are as follows:

Infrastructure 40 years
Buildings 20-40 years
Furniture and Equipment 3-10 years
Estimates

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

Compensated Absences _
The Town does not allow for the accumulation of sick and vacation days beyond the fiscal year.
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TOWN OF DOWELLTOWN, TENNESSEE
Notes to Financial Statements

June 30, 2023

(1) Summary of Significant Accounting Policies, Continued

Net Position Flow Assumption

Sometimes the government will fund outlays for a particular purpose from both restricted and unrestricted
resources. In order to calculate the amounts to report as restricted — net position and unrestricted — net
position in the government-wide and proprietary fund financial statements, a flow assumption must be made
about the order in which the resources are considered to be applied. It is the Town’s policy to consider
restricted — net position to have been depleted before unrestricted — net position is applied.

Government Wide — Net Position
Net position is a component of equity and is displayed in the following three components:

Net Investment in Capital Assets — Consists of capital assets, net of accumulated depreciation and reduced
by the outstanding balances of any bonds that are attributable to the acquisition, construction, or
improvement of those assets; debt related to unspent proceeds or other restricted cash and investments is
excluded from the determination.

Restricted — Consists of net position for which constraints are placed thereon by external parties, such as
lenders, grantors, contributors, laws, regulations, and enabling legislation, including self-imposed legal
mandates, less any related liabilities. The restrictions are evident from the classification titles.

Unrestricted — All other net position that does not meet the description of the above categories.

Deferred Outflows/Inflows of Resources

In addition to assets, the Statement of Net Position will sometimes report a separate section for deferred
outflows of resources. This separate financial statement element, deferred outflows of resources, represents
a consumption of net position that applies to a future period(s) and so will not be recognized as an outflow
of resources (expense/expenditure) until then. The government has no items that qualify for reporting in
this category.

In addition to liabilities, the Statement of Net Position will sometimes report a separate section for deferred
inflows of resources. This separate financial statement element, deferred inflows of resources, represents
an acquisition of net position that applies to a future period(s) and so will not be recognized as an inflow of
resources (revenue) until that time. The government has one item (unspent grant receipts) that qualifies for
reporting in this category.

Long-term Obligations
In the government-wide financial statements, long-term debt and other long-term obligations are reported
as liabilities in the applicable governmental fund.
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TOWN OF DOWELLTOWN, TENNESSEE

Notes to Financial Statements

June 30, 2023

(1)  Summary of Significant Accounting Policies, Continued

Credit Risk

Financial instruments that potentially subject the Town to significant concentrations of credit risk consist
principally of cash and accounts receivable. The Town places its cash with federally-insured financial
institutions, institutions participating in the State collateral pool. With respect to accounts receivable, credit
risk is dispersed across a large number of customers concentrated within one area of service.

Fund Balance
The Town implemented GASB 54 which addresses issues related to how fund balances are reported. Fund

balances are now reported in the following manner:

Nonspendable Fund Balance - This classification includes amounts that are (a) not in spendable form, or
(b) legally or contractually required to be maintained intact. The “not in spendable form™ criterion includes
terms that are not expected to be converted to cash, for example: inventories, prepaid amounts, and long-
term notes receivable.

Restricted Fund Balance - This classification includes amounts that are restricted for specific purposes
stipulated by external resource providers, constitutionally or through enabling legislation. Restrictions may
effectively be changed or lifted with the consent of resource providers.

Committed Fund Balance - This classification includes amounts that can only be used for the specific
purposes determined by a formal action of the Town’s highest level of decision-making authority, the Town
Council of the Town of Dowelltown, Tennessee. Commitments may be changed or lifted only by the Town
taking the same formal action that imposed the constraint originally (for example: ordinance).

Assigned Fund Balance - This classification included amounts intended to be used by the Town for specific
purposes that are neither restricted nor committed. The Town Council and its designee, the Recorder, have
the authority to assign amounts to be used for specific purposes. Assigned amounts also include all residual
amounts in governmental funds (except negative amounts) that are not classified as nonspendable,
restricted, or committed.

Unassigned Fund Balance - This fund balance is the residual classification for the general fund. It is also
used to report negative fund balances in other governmental funds.

In circumstances when an expenditure is made for a purpose for which amounts are available in multiple
fund balance classifications, fund balance is depleted in the order of restricted, committed, assigned, and

unassigned.

24



TOWN OF DOWELLTOWN, TENNESSEE

Notes to Financial Statements

June 30, 2023

4} Summary of Significant Accounting Policies, Continued

Related Organizations
The Town’s officials are responsible for appointing the members of boards of other organizations, but the

Town’s accountability for these organizations does not extend beyond the appointments.

The following are related organizations, which have not been included in the reporting entity:

Dowelltown-Liberty Waterworks System — This is a jointly governed organization in conjunction with the
Town of Liberty, Tennessee to operate a water utility to serve both towns. The system operates
independently from the two towns except for the appointment of the Board of Commissioners that is a

shared responsibility.

Leases
GASB Statement No 87, Leases, became effective for fiscal year ending June 30, 2022. Leases should be

recognized and measured using the facts and circumstances that exist at the beginning of the period of
implementation. Statement No. 87 establishes a single approach to accounting for and reporting leases by
state and local governments. Under this statement, a government entity that is a lessee must recognize (1)
a lease liability, (2) an intangible asset representing the lessee’s right to use the leased asset, (3) report the
amortization expense for using the lease asset over the shorter of the term of the lease or the useful life of
the underlying asset, (4) interest expenses on the lease liability and (5) note disclosures about the lease. A
lessor must recognize (1) a lease receivable, (2) deferred inflow of resources, (3) interest revenue on the
lease receivable and (4) note disclosures of leasing arrangements and the total inflows of resources
recognized from leases. Management has determined that the Town has no arrangements that qualify as
leases under the standard; therefore it has no impact on the current year financial statements.

Budgets and Budgetary Accounting
The Town follows these procedures in establishing the budgetary data reflected in the financial statements:

a. Formal budgets are adopted and approved by Council vote on an annual basis for the General and Special
Revenue Funds. These budgets are adopted on a basis consistent with generally accepted accounting
principles (GAAP).

b. The Town Council approves, by ordinance, total budget appropriations by department only. The Town
Recorder is authorized to transfer budget amounts between line items within each department; however,

any revisions that alter the total appropriations of any fund must be approved by the Town Council.

¢. The budget amounts shown in the financial statements are the final authorized amounts as amended
during the year.
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TOWN OF DOWELLTOWN, TENNESSEE
Notes to Financial Statements

June 30, 2023

2) Cash and Cash Equivalents

The Town is authorized to invest funds in Federal treasury bills and notes, State of Tennessee Local
Government Investment Pool and financial institution demand deposit accounts and certificates of deposit.
During the year, the Town invested funds that were not immediately needed in certificates of deposits and
savings accounts. The Town has deposit policies to minimize custodial credit risks. All deposits with
financial institutions must be secured by one of two methods. One method involves financial institutions
that participate in the bank collateral pool administered by the state treasurer. Participating banks determine
the aggregate balance of their public fund accounts for the State of Tennessee and its political subdivisions.
The amount of collateral required to secure these public deposits must equal at least 105 percent of the
average daily balance of public deposits held. Collateral securities required to be pledged by the
participating banks to protect their public fund accounts are pledged to the state treasurer on behalf of the
bank collateral pool. The securities pledged to protect these accounts are pledged in the aggregate rather
than against each account. The members of the pool may be required by agreement to pay an assessment to
cover any deficiency. Under this additional assessment agreement, public fund accounts covered by the
pool are considered to be insured for purposes of credit risk disclosure.

For deposits with financial institutions that do not participate in the bank collateral pool, state statutes
require that all deposits be collateralized with collateral whose market value is equal to 105 percent of the
uninsured amount of the deposits. The collateral must be placed by the depository bank in an escrow account
in a second bank for the benefit of the town. Cash and cash equivalents were adequately covered by federal
depository insurance, insured by the depository bank's participation in the State of Tennessee Bank
Collateral Pool or collateralized by securities, pledged for deposits, held by an independent third-party
financial institution under the terms of a safekeeping collateral agreement in the Town's name. Investment
policies of the Town follow state law and bond requirements prohibiting investments that are not secured
or insured by the U.S. Government.

A3) Accounts Receivable

Accounts receivable at June 30, 2023, consist of the following:

Other
Fund Governments
General Fund $ 10348
Total $ 10348
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TOWN OF DOWELLTOWN, TENNESSEE
Notes to Financial Statements

June 30, 2023

“) Capital Assets

A summary of changes in general capital assets as presented in the governmental activities column
of the government-wide financial statements is as follows:

Balance Balance
July 1,2022  Additions Deletions June 30. 2023

Land $ 16,275 - - 16,275
Machinery and equipment 31,124 - - 31,124
Infrastructure 91.600 - - 91,600
Building and improvements 57.688 - - 57.688
Total $ 196.687 - - 196.687
Accumulated depreciation (91,425) (94.722)
Capital assets - net 105,262 101,965

All assets are being depreciated, except land valued at $16,275.
Depreciation expense was charged to functions/programs of the primary government as follows:

General Fund:

General Government $ 244
Streets department 3.053
Total 3.297
5) Risk Management

The Town of Dowelltown is exposed to various risks to general liability and property and casualty
losses. The Town purchases commercial insurance for all claims and for all other risks of loss.

The Town has not had claims in excess of insurance coverage during the last three years.

27



TOWN OF DOWELLTOWN, TENNESSEE
Notes to Financial Statements
June 30, 2023
(6) Commitments and Contingencies
Litigation:
There are no pending lawsuits in which the Town is involved.
Grants:

Amounts received from Grantor agencies are subject to audit and adjustment by Grantor agencies,
principally the Federal government. Any disallowed claims including amounts already collected,
could become a liability of the applicable fund.

7 Dowelltown - Liberty Waterworks System

The Town of Dowelltown, along with the Town of Liberty, jointly owns and operates a water
system known as the Dowelltown- Liberty Waterworks System. The proprietary entity operates in
the two towns, which are almost adjacent to each other, and provides water service to residents of
the two towns. Each town is assumed to equally participate in whatever ownership exists. The
waterworks system is operated with a separate board of directors who are appointed by the Towns
of Dowelltown and Liberty with each town appointing one director each term and alternating on
the appointment of a third director. The waterworks system board makes the operating decisions
regarding the system, leaving the towns to approve only such items as rate changes and major asset
additions or debt issuances. The Town has no equity interest nor does it materially contribute to
the continued existence of the system. The waterworks system is accounted for separately and has

its own audit report.
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Land

Buildings and improvements
Improvements

Machinery and equipment

Total

TOWN OF DOWELLTOWN, TENNESSEE
Schedule of Changes in Capital Assets

For the Year Ended June 30, 2023

Beginning Ending

Balance Additions Retirements Balance
$16,275 0 0 $16,275
57,688 0 0 57,688
91,600 0 0 91,600
31,124 0 0 31,124
$196,687 $0 $0 $196,687
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TOWN OF DOWELLTOWN, TENNESSEE
Schedule of Capital Assets by Type

For the Year Ended June 30, 2023

General
Government Streets Total
Land $16,275 0 $16,275
Buildings and improvements 57,688 0 57,688
Infrastructure $0 91,600 91,600
Machinery and equipment 26,124 5,000 31,124
Total $100,087 $96,600 $196,687
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TOWN OF DOWELLTOWN, TENNESSEE

Schedule of Cash and Cash Equivalents

All Funds
June 30, 2023
Carrying
Value
General Fund:
Demand deposits $471,405
Total General Fund 471,405
Total - All funds $471,405
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Assistance State
Listing Grant
Number Number Program Name
Federal Programs:
21.027 N/A American Rescue Plan Act

This schedule is prepared on the accrual basis of accounting.

TOWN OF DOWELLTOWN, TENNESSEE
Schedule of Federal and State Financial Assistance

For the Year Ended June 30, 2023

Receivable Receivable
(Deferred) (Deferred)
Balance Cash Other Cash Balance
Grantor Agency July 1, 2022 Receipts Receipts Expenditures June 30, 2023
US Department of Treasury
thru the State of Tennessee (40,108) 40,108 0 (80,216)
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JOHN R. POOLE, CPA

CERTIFIED PUBLIC ACCOUNTANT

134 NORTHLAKE DRIVE (615) 822-4177
HENDERSONVILLE, TN 37075

INDEPENDENT AUDITOR’S 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

Mayor and Board of Aldermen
Town of Dowelltown, Tennessee
Dowelltown, Tennessee

I have audited in accordance with auditing standards generally accepted in the United States of
America and the standards applicable to financial audits contained in Government Auditing
Standards, issued by the Comptroller General of the United States, the financial statements of the
governmental activities and the major fund of the Town of Dowelltown as of and for the year
ended June 30, 2023, and the related notes to the financial statements, which collectively comprise
the Town of Dowelltown’s basic financial statements, and have issued a report thereon dated July
31, 2023,

Internal Control Over Financial Reporting

In planning and performing my audit of the financial statements, I considered the Town of
Dowelltown’s internal control over financial reporting (internal control) as a basis for designing
audit procedures that are appropriate in the circumstances for the purpose of expressing an opinion
on the financial statements, but not for the purpose of expressing an opinion on the effectiveness
of the Town of Dowelltown’s internal control. Accordingly, I do not express an opinion on the
effectiveness of the Town of Dowelltown’s internal control.

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

My consideration of the internal control was for the limited purpose described in the preceding
paragraph and was not designed to identify all deficiencies in internal control that might be
material weaknesses or significant deficiencies and therefore, material weaknesses or significant
deficiencies may exist that were not identified. I did identify certain deficiencies in internal control,
described in the accompanying Schedule of Findings and Responses as item 2023-001 that I
consider to be a material weakness.
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Compliance and Other Matters

As part of obtaining reasonable assurance about whether the Town of Dowelltown’s financial
statements are free of material misstatement, I 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 the financial statement amounts.
However, providing an opinion on compliance with those provisions was not an objective of the
audit and, accordingly, I do not express such an opinion. The results of the tests disclosed no
instances of noncompliance or other matters that are required to be reported under Government
Auditing Standards.

Response to Findings

The Town of Dowelltown’s response to the finding identified in the audit is described in the
Schedule of Findings and Responses. The Town of Dowelltown’s response was not subjected to
the auditing procedures applied in the audit of the financial statements and, accordingly, I express
no opinion on it.

Purpose of This Report

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

Sy 0 Pslly, P

July 31, 2023
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TOWN OF DOWELLTOWN, TENNESSEE

Schedule of Findings and Responses

June 30, 2023

2023-001 - Separation of Duties

Condition: The Town of Dowelltown currently has one employee that works in performing
the majority of the accounting functions for the Town. Due to only having one employee
performing the accounting transactions there is currently an inadequate segregation of
duties.

Criteria: Generally accepted accounting principles require that accounting functions be
adequately segregated to ensure that the internal accounting controls are effective.

Cause: The Town has a limited number of office employees to provide for a proper division
of duties.

Effect: The risk of errors and irregularities occurring and not being detected in a timely
manner along with the possibility of fraud or misappropriation of assets increases when
accounting functions are not adequately segregated.

Recommendation: For adequate separation of duties, the employee who writes receipts,
prepares and makes bank deposits, or writes checks should neither reconcile bank
statements nor post to the cash receipts and disbursements journals.

Response: “We agree that the staff size will not allow the Town to segregate duties to the
optimum level desired. There is only one employee working in the department so it is
virtually impossible to segregate duties unless more staff could be hired and due to the
finances of our small town, we could not financially hire additional office help.”
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TOWN OF DOWELLTOWN, TENNESSEE

Schedule of Disposition of Prior Year Comments

June 30, 2023
Finding Number Finding Title Status
2022-001 Separation of Duties Repeated

Original finding number was 2009-001. Current year finding number is 2023-001
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TOWN OF DOWELLTOWN, TENNESSEE

P.O. BOX 100

DOWELLTOWN, TENNESSEE 37059

Management's Corrective Action Plan

Audit period: June 30, 2023

The findings from the June 30, 2023, Schedule of Findings and Responses are discussed below.

2023-001 Segregation of Duties (Internal Control)

Contact person: Darry Driver

Planned Corrective Action: It is not economically feasible at this time to hire a sufficient
number of people to adequately separate the duties. The Board of Officials continues to
monitor our finances and internal control.

Anticipated Completion Date: At the current time, due to our size, we do not believe we
can fully segregate these duties. We will continue to improve and strengthen our internal
controls, but we cannot give a definite date.

- N ) i
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