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CERTIFIED PUBLIC AGCOUNTANT

134 NORTHLAKE DRIVE (615) 822-4177

HENDERSONVILLE, TN 37075

Independent Auditor’s Report

Mayor and Board of Commissioners of the
Town of Kingston Springs, Tennessce
Kingston Springs, Tennessee

Report on the Audit of the Financial Statements

Opinions

I have audited the accompanying financial statements of the governmental activities, the business-type
activities, and each major fund of the Town of Kingston Springs, Tennessec (the “Town”), as of and for
the year ended June 30, 2025, and the related notes to the financial statements, which collectively comprise
the Town's basic financial statements as listed in the tablc of contents.

In my opinion, the financial statements referred to above present fairly, in all material respects, the
respective financial position of the governmental activitics, the business-type activitics, and each major
fund of the Town, as of June 30, 2025, and the respective changes in financial position, and the respective
budgetary comparison for the General Fund, Adequate Facilities Fund, and the Drug Fund for the year then
ended and, and, where applicable, cash flows thercof 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 responsibilitics, in
accordance with the relevant cthical requirements relating to my audit. I believe that the audit evidence |
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 United 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 frce 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 raisc substantial doubt shortly thercafter.
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Auditor’s Responsibilities for the Audit of the Financial Statements

My objectives are to obtain rcasonable assurance about whether the financial statements as a whole are
frec from material misstatement, whether due to fraud or crror, 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 arc considered material if there is a substantial likelihood that, individually or in
the aggregate, thcy would influence the judgement made by a reasonable uscr based on the financial
statements.

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

’0

Exercisc 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 arc appropriate in the circumstances, but not for the purpose of expressing an opinion on the
effectivencss of the Town’s internal control. Accordingly, no such opinion is expressed.

% Lvaluate the appropriatencss of accounting policies used and the rcasonableness of significant
accounting cstimates made by management, as well as cvaluate the overall presentation of the
financial statcments.

% Conclude whether, in my judgment, there arc conditions or cvents, considered in the aggregate,

that raisc substantial doubt about the Town’s ability to continuc as a going concern for a reasonable

period of time.

°,
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%

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 identificd 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, the Schedule of
Changes in Net Pension Liability (Assct), the Schedule of Contributions to the Employee Pension Plan,
and the Schedule of Changes in Total Liability and Related Ratios — LGOP, 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
appropriatc operational, cconomic, or historical context. I have applicd certain limited procedures to the
required supplementary information in accordance with auditing standards generally aceepted in the United
States of America, which consisted of inquirics of management about the methods of preparing the
information and comparing the information for consistency with management’s responses to my inquiries,
2



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 assurancc on the information because the limited
procedures do not provide me with sufficient evidence to express an opinion or provide any assurance.

Supplementary Information

My audit was conducted for the purposc of forming opinions on the financial statements that collectively
comprisc the Town’s basic financial statements. The supplementary information scction, 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 rcconciling 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 gencrally 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 Scction included in the annual report. The Introductory
Scction, 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 docs not cover the Introductory Scction, and
I do not express an opinion or any other assurance thercon.

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 Scction 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, [ have also issucd my report dated October 31, 2025,
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 cffcctivencss
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.

Vel Peke, 0B

October 31, 2025



MANAGEMENT’S
DISCUSSION AND
ANALYSIS



TOWN OF KINGSTON SPRINGS, TENNESSEE
Management’s Discussion and Analysis

As management of the Town of Kingston Springs, 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, 2025. 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 Kingston Springs exceeded its liabilitics at the close of the most recent
fiscal year by $17,903,187. Of this amount, $5,136,000 (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 $1,088,577, even as revenues were lower due to
decreased grant revenues in the enterprise funds in the current year. Expenses were higher in the
current year by $287,432. The Governmental funds’ performance was better than expected from a
growing local economy producing increased sales and property taxes and grant revenues. A
comparison of the previous year’s revenues by source and expenditures by function are included
in this Management’s Discussion and Analysis.

As of the close of the current fiscal year, the Town’s governmental funds reported combined
ending fund balances of $4,293,861, an increase of $599,157 in comparison to the prior year due
to increased capital grant revenues. The Town saw an increase in the governmental fund expenses
compared to the prior year. At the end of the current fiscal year, unassigned fund balance of the
General I'und was $4,064,028 or 118% of the total general fund cxpenditures. The Town’s
business-like activities total net position increased by $22,345, as the Town’s sewer system
operated as planned.

Capital assets of $900,892 were purchased for governmental activitics and $164,170 for the sewer
operations. The Town has $759,700 in general obligation debt and $466,000 related to sewer
improvements. The Town’s total debt decrcased by $174,200 during the current fiscal year. The
Town made all required payments. All debt is being paid down as scheduled.

Overview of the Financial Statcments:

This discussion and analysis is intended to serve as an introduction to the Town of Kingston
Springs’ 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 statcments.



The government-wide financial statements arc 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 asscts and liabilitics, 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 cxpenses 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 arc 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 Kingston
Springs include gencral government, personnel, finance, parks, planning, fire, streets and public
works. The government-wide financial statements can be found on pages 11-12 of this report.

A Fund is a grouping of related accounts that is used to maintain control over resources that have
been scgregated from specific activities or objectives. The Town of Kingston Springs, like other
state and local governments, uses fund accounting to cnsure and demonstratc compliance with
finance-related legal requirements. All of the funds of the Town are governmental funds.
Governmental Funds arc 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 statcments focus on near-term
inflows and outflows of resources, as well as on balances of spendable resources available at the
end of the fiscal year. Such information may be usecful 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 uscful to compare the information presented for
governmental funds with similar information presented for governmental activities in the
government-wide financial statements. By doing so, rcaders may better understand the long-term
impact of the government’s near-term financing dccisions. Both the governmental fund balance
sheet and governmental fund statement of revenucs, expenditures, and changes in fund balances
provide a rcconciliation to facilitate this comparison between governmental funds and
governmental activitics.

The Town maintains three individual governmental funds. Information is presented separately in
the governmental fund balance sheet and in the governmental fund statement of revenues,
cxpenditures, and changes in fund balances for the funds all of which are considered to be major
funds. The Town also reports one enterprise (business-like) fund with its Sewer fund.

The Town of Kingston Springs 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 financial statcments can be found on pages 14-28 of this report. The notes provide
additional information that is cssential to a full understanding of the data provided in the
government-wide and fund financial statements. The notes to the financial statcments can be found
on pages 30-51 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 Kingston Springs, asscts exceeded liabilities by $17,903,187
at the close of the most recent fiscal year.

By far the largest portion of the Town’s assets reflects its investment in capital assets (c.g., land,
buildings, machinery, equipment, and infrastructure) less any related debt used 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.

Financial Analysis of the Financial Statements - Town of Kingston Springs’ Net Position - 2025

Governmental Business -Type

Activities Activitics

Current and other assets $ 5,247,195 993,873
Capital assets 10,319,047 3.515.543
Total asscts 15,566,242 4,509,416
Deferred outflows 756,062 64,554
Long-term liabilitics outstanding 759,700 466,000
Other liabilities 622,432 158.378
Total liabilities 1,382,132 624,378

Deferred inflows: 982,828 3,749

Net position:

Net investment in capital assets 9,559,347 3,049,543

Restricted 158,297 0

Unrestricted 4.239.700 896.300

Total net position $13,957,344 3,945,843



Financial Analysis of the Financial Statements - Town of Kingston Springs’ Net Position — 2024

Governmental Business -Type
Activities Activities
Current and other asscts $ 4,543,789 1,092,995
Capital assets 9.955.207 3.531.068
Total assets 14,498,996 4,624,063

Deferred outflows 652,540 40,946
Long-term liabilities outstanding 847,900 552,000
Other liabilities 552915 187.988

Total liabilitics 1,400,815 739,988
Deferred inflows: 859,609 1,523
Net position:
Net investment in capital asscts 9,107,307 2,979,068

Restricted 247,814 -

Unrestricted 3,535,991 944.430
Total net position $12,891,112 3,923,498

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

Financial Analysis of the Financial Statements

As noted carlier, the Town uses fund accounting to ensurc and demonstratc compliance with
finance related legal requirements.

Governmental Funds

The focus of the Town of Kingston Springs” 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 {inancing requircments in particular, unassigned [und balance may serve as
a useful measure to a government’s net resources available [or spending at the end of the fiscal
year.

The general fund is the chicl operating fund of the Town. At the cnd of the current fiscal year,
unassigned fund balance of the general fund was $4,064,028. As a measure of the general fund’s
liquidity, it may be uscful to compare both unassigned fund balance and total fund balance to total
fund expenditures. Unassigned fund balance represents 118% of total general fund expenditures.
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Comparison of revenues of expenses

Revenues:
Program revenues:
Charges for services
Operating grants and contributions

Capital grants and contributions

General revenues:
Property taxes
Sales taxes
Other local taxes
Other state shared taxes
Other
Total revenues

Expenses:
General government
Codes
Police department
Fire department
Highways and streets
Tourism
Parks and recreations
Sewer department
Total expenses

Increases in Net Position

2024 2025 2024 2025
Govern- Govern- Change Business- Business- Change
mental mental from type type from
Activities  Activities Previous Year Activities Activities Previous Year
139,816 106,946 (32,870) 871,951 795,452 (76,499)
358,522 380,984 22,462 0 0 0
213,180 715,757 502,577 700,000 102,603 (597,397)
908,854 1,004,850 95,996 0 0 0
1,424,375 1,494,253 69,878 0 0 0
265,932 252,509 (13,423) 0 0 0
24,187 13,198 (10,989) 0 0 0
153,834 174,104 20,270 73,234 19.676 (53,558)
$3,488,700 $4,142,601 $653,901 $1,645,185 $917,731 ($727,454)
741,722 746,676 4,954 0 0 0
36,377 53,419 17,042 0 0 0
867,359 927,933 60,574 0 0 0
329,463 327,380 (2,083) 0 0 0
573,601 628,739 55,138 0 0 0
54,929 53,567 (1,362) 0 0 0
355,500 338,655 (16,845) 0 0 0
0 0 0 725,372 895,386 170,014
$2.958,951 $3,076,369  $117.418 $725,372 $895,386 $170,014
529,749 1,066,232 536,483 919,813 22,345 (897,468)
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Governmental Budgetary Highlights
The Town maintained its budgeted appropriations during the ycar.

Capital Assets

The Town of Kingston Springs’ investment in capital assets from its governmental activities at
June 30, 2025, amounts to $10,319,047 (net of accumulated depreciation) and its business-type
activities amounts to $3,515,543. This investment in capital assets is in land, buildings,
improvements, machinery and equipment.

Town of Kingston Springs’ Capital Assets - 2025

Governmental Business-Type
Activitics Activitics
Land and buildings $ 2,436,635 66,432
Infrastructure 12,443,668 6,978,245
Equipment 3.107.704 154,934
Less accumulated depreciation (7,668,960) (3,684,068)
Net Capital Assets $10.319.047 3,515,543

Town of Kingston Springs’ Capital Assects - 2024

Governmental Business-Typc
Activities Activitics
Land and buildings $ 2,375,497 66,432
Infrastructure 11,903,391 6,869,312
Equipment 2.808.227 99.697
Less accumulated depreciation (7,131,908) (3,504,373)
Net Capital Assets $ 9.955.207 3,531,067

Additional information on the Town of Kingston Springs’ capital asscts can be found in the notes
to the financial statements scction of this report.

Long-term Debt

The Town has several loans outstanding for the Fire department of $278,000 and sidewalk
installation and property purchase of $481,700 and $466,000 for the Town’s sewer system.
Additional information on the Town of Kingston Springs’ Long-term dcbt 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 2025-2026 budget, General fund revenues arc budgeted to maintain from the 2024-2025
budget year primarily due to higher local taxes and lower state shared revenues. The Town’s
budget has benefited by a growing commercial and retail base producing higher local sales tax
receipts. All of these factors were considered in preparing the Town’s budget for the 2025-2026
fiscal year.

Requests for Information
This financial report is designed to provide a gencral overview of the Town of Kingston Springs,
Tennessce’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:

Kellie Reed
Town of Kingston Springs
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Assets

Cash and cash equivalents
Receivables

Prepaid assets

Capital assets not being depreciated

Capital assels, net of accumulated depreciation
Total Assets

Deferred Outflows
Deferred outflow of resources - OPEB
Deferred outflow of resources - pension
Total Deferred Outflows

Liubilities, Deferred Inflows, and Net PPosition

Liabilities
Accrued expenses
Unearned revenue - ARPA grants
Total OPEB Liability
Net pension liability
Compensated absences - current
Long-term liabilities:
Due within one year
Due in more than one year
Total Liabilities

Deferred Inflow of Resources:
Deferred inflows of resources - Property taxes
Deferred inflows of resources - OPER
Deferred inflows of resources - pension
Total Deferred Inflow of Resources

Net Position;
Net investment in capital assets
Restricted - State Street aid
Restricted - Adequate facilities
Restricted - Drug fund
Unrestricted
Total Net Position

TOWN OF KINGSTON SPRINGS, TENNESSEE

Statement of Net Position

June 30, 2025
Governmental ~ Business-type

Activities Activitics
4,024,868 849,000
1,150,791 126,733
71,536 18,140
441,106 66,432
9,877,941 3,449,111
15,566,242 4,509,416
13,696 0
742,366 64,554
756,062 64,554
3,023 2,868

0 109,138
39,995 0
524,170 45,580
55244 792
91,400 88,000
668,300 378,000
1,382,132 624,378
919,189 0
20,521 0
43,118 3,749
982,828 3,749
9,559,347 3,049,543
0 0
53,503 0
104,794 0
4,239,700 896,300
13,957,344 3,945,843

See accompanying notes to financial statements.
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Total

4,873,868

1,277,524

89,676

507,538

13,327,052
20,075,658

13,696
806,920

820,616

5,891
109,138
39,995
569,750
56,036

179,400

1,046,300
2,006,510

919,189
20,521
46,867

986,577

12,608,890
0

53,503
104,794
5,136,000

17,903,187



TOWN OF KINGSTON SPRINGS, TENNESSEE

Statement of Activities

For the Year Ended June 30, 2025

Net (Expenses) Revenue and

Program Revenues Changes in Net Position
Operating Capital
Function/Programs Charges for Grants and Grants and Govemnmental  Business-Type
Expenses Services Contributions  Contributions Activities Activities Total
Govermnment Activities:
General government 746,676 27,160 14,210 715,757 10,451 0 10,451
Codes 53,419 0 0 0 (53,419) 0 (53.419)
Police 927933 19,684 8,800 0 (899.449) 0 (899,449)
Fire 327,380 0 252,530 0 (74,850) 0 (74,850)
Highways and streets 628,739 0 105,444 0 (523,295) 0 (523,295)
Tourism 53,567 0 0 0 (53,567) 0 (53,567)
Parks and recreations 338,655 60,102 0 0 (278,553) 0 (278,553)
Total Governmental Activities 3,076,369 106,946 380,984 715,757 (1,872,682) 0 (1,872,682)
Business - type Activities:
Sewer 882,675 795,452 0 102,603 0 15,380 15,380
Total Business Type Activities 882,675 795,452 0 102,603 0 15,380 15,380
Total 3.959.044 902,398 380,984 818,360 (1,872,682) 15,380 (1,857,302)
General Revenues:
Property taxes 992,139 0 992,139
Sales taxes 1,494,253 0 1,494,253
Beer and liquor taxes 160,228 0 160,228
Franchise taxes 92,281 0 92,281
Facilities tax 13,198 0 13,198
Interest income 139,366 19,676 159,042
Other 34,738 0 34,738
Total general revenues 2,926,203 19,676 2,945 879
Transfers - in lieu of property taxes 12,711 (12,711) 0
Changes in Net Position 1,066,232 22,345 1,088,577
Net Position - beginning of year 12,891,112 3,923,498 16,814,610
Net Position - ending of year 13,957,344 3,945,843 17,903,187

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

Governmental Funds

June 30, 2025
General Adcquate Drug
Assets Fund FFacilities Fund Fund Total
Cash and cash cquivalents $3,866,571 $53,503 $104,794 $4,024,868
Accounts receivable - other governments 200,480 0 0 200,480
Property tax reccivable 950,311 0 0 950,311
Prepaid assets 71,536 0 0 71,536
Total Asscts $5,088,898 $53,503 $104,794 $5,247,195
Liabilitics. Deferred Inflows, and Fund Balance
Liabilitics:
Accrued expenses 3,023 0 0 3,023
Total Liabilitics 3,023 0 0 3,023
Deferred Inflow of Resources:
Deferred current property taxcs 919,189 0 0 919,189
Deferred deliquent property taxes 31,122 0 0 31,122
Total Deferred Inflow of Resources 950,311 0 0 950,311
FFund balance:
Unassigned 4,064,028 0 0 4,064,028
Nonspendable 71,536 0 0 71,536
Restricted - State strect aid 0 0 0 0
Restricted 0 53,503 104,794 158,297
Total Fund Balance 4,135,564 53,503 104,794 4,293,861
Total Liabilities, Deferred Inflows, and Fund Balance $5,088,898 $53,503 $104,794 $5,247,195

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

Reconciliation of the Balance Sheet to the Statement of Net Position
of Governmental Activitics

June 30, 2025

Amounts reported for fund balance - total governmental funds $ 4,293,861

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

Pension related accounts - governmental funds to not record these post-benefit

obligations
Net pension liability (524,170)
Deferred outflow - pension 742,366
Deferred inflow - pension (43,118)

OPEB related accounts - governmental funds to not record these post-benefit
obligations

Total OPEB Liability (39,995)
Deferred outflow - OPER 13,696
Deferred inflow - OPERB (20,521)

Long-term liabilities, including bonds payable and accrued vacation are not due
and payable in the current period and therefore are not recorded in the funds
Long-term debt (759,700)
Accrued vacation time (55,244)

Other long term asscts are not available to pay for current-period expenditures
and therefore are deferred in the governmental funds 31,122

Capital assets used in governmental activities are not financial
resources and, therefore, arc not reported in the governmental funds 10,319,047

Net Position of governmental activitics $ 13,957,344

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

Governmental Funds
Statement of Revenues, Expenditures and Changes in Fund Balances

For the Year Ended Junc 30, 2025

Adequate Total
General Facilities Drug Governmental
Fund Fund _Fund Funds
Revenues:
Taxes 2,311,490 13,198 0 2,324,688
Intergovernmental 1,482,442 0 0 1,482,442
Permits 27,160 0 0 27,160
Fines 19,296 0 388 19,684
Miscellaneous 273,489 700 1727 275,916
Total Revenues 84,113,877 $13,898 $2,115 $4,129,890
Expenditures:
Current:
General government 700,938 0 0 700,938
Codes 53,419 0 0 53,419
Police department 781,165 0 5,530 786,695
Fire department 219,030 0 0 219,030
Parks and recreation 299,111 0 0 299111
Highway and streets 416,909 0 0 416,909
Tourism 53,567 0 0 53,567
Capital outlay:
Highway and streets 597,848 0 0 597,848
Police department 84,777 0 0 84,777
Fire department 71,129 0 0 71,129
Parks and recreation 47,138 0 47,138
Adequate facilities fund 0 100,000 0 100,000
Debt service:
Principle 88,200 0 0 88,200
Interest 24,683 0 0 24,683
Total Expenditures $3,437,914 $100,000 $5,530 $3,543,444
Excess (deficiency) of
revenues over expenditures 675,963 (86.102) (3415) 586,446
Operating transfer: In lieu of taxes 12,711 0 0 12,711
Net change in fund balance O88.674 (86.102) (3.415) 599,157
Fund Balance, Beginning of year 3,446,890 139,605 108,209 3,694,704
Fund Balance, End of year $4,135,564 $53,503 $104,794 $4.293,861

The notes accompanying the financial statements are an inlegral part of these financial statements.
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TOWN OF KINGSTON SPRINGS, 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, 2025

Net change in fund balances - total governmental funds: $ 599,157

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

Expenses reported in the statement of activities that affect accrued liabilitics that
arc not reported as expenditures in the governmental funds

Change in pension plan accrual 24,660
Change in OPEB accounts (1,274)
Change in employce vacation accrual (4,463)

Expenses reported in the statement of activities that do not require the use of current
financial resources arc not reported as expenditures in the governmental funds
Debt principal payments 88,200

Revenues in the statement of activitics that do not provide current financial resources
are not reported as revenues in the funds. (3,888)

Governmental funds report capital outlays as cxpenditures. However, in the statement
of activitics the cost of thosc assets is allocated over their estimated uscful lives and
reported as depreciation expense.

Acquisition of capital asscts 900,892
Depreciation expense (537,052)
Change in Net Position of governmental activitics $ 1,066,232

The notes accompanying the financial statements arc an intcgral part of these financial statements.
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Assets

Current Assets:
Cash and cash equivalents
Accounts receivable
Prepaid insurance
Total Current Assets

Capital Assets:
Land
Sewer plant
Less accumulated depreciation
Total Capital Assets, Net

Total Assets

Deferred Outtlow - Pension
Total Deferred Outflows

Liabilities

TOWN OF KINGSTON SPRINGS, TENNESSEE
Statement of Net Position
Enterprise (Sewer) Fund

June 30, 2025

Current Liabilities (payable from current assets):

Accrued expenses

Unearned revenue - ARPA grants

Compensated absences - current

Current portion of long-term debt

Total Current Liabilities (payable from current assets)

Long-Term Debt
Net Pension Liability

Total Liabilities

Deferred Inflows - pension
Total Deferred Inflows

Net Position:
Net investment in capital asscts
Unrestricted

Total Net Position

$849,000
126,733
18,140

993.873

66,432
7,133,179
(3.684.,068)

3,515,543

$4,509,416

64,554

$64,554

$2,868
109,138
792
88.000

~ 200,798

378,000

45,580

$624,378

3.749

$3,749

3,049,543

896,300

$3,945,843

The notes accompanying the financial statements are an integral part of thesc financial statements,
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Operating Revenucs:
Sewer usage fces
Sewer tap fees

Total Operating Revenues

Operating Expenses:
Personnel costs
Payroll taxes
Employec benefits
Billing services
Repair and maintenance
Insurance
Vehicle expenses
Utilities
Supplies
Dues
Professional services
Depreciation
Miscellaneous

Total Operating Expenses

Operating income (loss)

TOWN OF KINGSTON SPRINGS, TENNESSEE

Statement of Revenuces, Expenses
and Changes in Net Position

Enterprise (Sewer) Fund

For the Year Ended June 30, 2025

Nonoperating Revenues (Expenses):

Interest expense
Interest income

Total Nonoperating Revenues (Expenses)

Payment in licu of taxes

Capital contributions

Net change in Net Position

Net Position, July 1, 2024

Net Position, June 30, 2025

The notes accompanying the financial statements arc an intcgral part of these financial statcments.
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$792,289

3,163

— msas2

110,836
8,667
19,741
54,330
210,622
21,418
15,132
56,607
47,521
5,816
135,851
179,695

1,375

867,609

(72,157)

(15,066)

19,676

4,610

(12,711)

102,603

22,345

3,923,498

$3,945,843



TOWN OF KINGSTON SPRINGS, TENNESSEE
Statement of Cash Flows
Sewer Fund

For the Year Endcd June 30, 2025

Cash Flows from Operating Activities:
Cash received from customers
Cash paid to suppliers
Cash paid to employees
Net Cash Provided (Used) by Operating Activities

Cash Flows from Capital and Related Financing Activities:
Purchase of capital assets
Interest paid
Capital Contributions
Repayment of debt
Net Cash Provided (Used) by Capital and Related Financing Activities

Cash Flows from Investing Activitics:
[nterest received
Net Cash Flows Provided (Used) From by Investing Activitics
Net Increase (decrease) in Cash

Cash and Cash Equivalents, July 1, 2024

Cash and Cash Equivalents, June 30, 2025

Reconciliation of Operating Income to Net Cash Provided (Used) by Operating Activities

Operating income (loss)
Adjustments to reconcile operating income 1o net cash
provided (used) by operating activitics:
In lieu of taxes
Depreciation
Change in assets (increase) decrease:
Accounts receivable
Prepaid insurance
Deferred outflow
Change in liabilities increase (decrease):
Accrued expenses
Compensated absences
Net pension liability
Deferred intlow
Net Cash Provided (Used) by Operating Activities

Scc accompanying notes to {inancial statements.
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818,844
(616,563)

(139,244)
63,037

(164,170)
(15,066)
102,603

(86,000)
(162,633)

19,676

19,676

(79,920)

928,920

849,000

(72,157)

(12,711)
179,695

23,392
(4,190)
(23,608)

(45,472)
104
15,758
2,226

63,037



TOWN OF KINGSTON SPRINGS, TENNESSEE

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

General Fund

For the Year Ended June 30, 2025

Variance with
Final Budget

Original Final Positive
Budget Budget Actual (Negative)
Revenues:
Taxes:
Property tax 800,250 800,250 955,303 155,053
Interest on property tax 1,900 1,900 2,528 628
Franchise taxes 42,800 42,800 36,830 (5,970)
Wholesale beer and liquor taxes 156,170 156,170 139,255 (16,915)
Local sales tax 1,070,000 1,070,000 1,122,123 52,123
Hotel and motel tax 51,100 51,100 55,451 4,351
Total Taxes 2,122.220 2.122.220 2,311,490 189,270
Intergovernmental:
TVA in licu 33,623 33,623 34,308 685
State sales tax 342,514 342,514 365,960 23,446
State mixed drink taxes 16,500 16,500 19,785 3,285
State sports betting 4,961 4,961 6,170 1,209
State special petrolcum tax 5,897 5,897 5,158 (739)
State gasoline and motor taxes 51,000 51,000 52,039 1,039
State gasoline inspection fee 14,060 14,060 14,698 638
State gasoline 1989 tax 7,200 7,200 7,960 760
State gasoline 2017 tax 24,200 24,200 25,589 1,389
State supplements 5,600 5,600 8,800 3,200
State grants 0 0 715757 715,757
Fire tax - County 273,870 273,870 225,030 (48,840)
State beer tax 1,268 1,268 1,188 (80)
Total Intergovernmental Revenue 780,693 780,693 1,482,442 701,749
Permits: 31,000 31,000 27,160 (3,840)
Fines and fees: 19,050 19,050 19,296 246
Miscellancous:
Interest income 75,000 75,000 136,939 61,939
Park and activitics 43,300 43,300 60,102 16,802
Insurance proceeds 0 0 20,646 20,646
Donations 18,000 18,000 14,210 (3,790)
Fire fighters association 0 0 27,500 27,500
Miscellancous 108,750 108,750 14,092 (94,658)
Total Miscellancous 245,050 245,050 273,489 28,439
Total Revenues 3.198,013 3,198,013 4,113,877 915864

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

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

General Fund

For the Year Ended June 30, 2025

Variance with
Final Budget

Original Final Positive
Budget Budget Actual (Negative)
Expenditures:
General Government:
Current:
Salaries 3,584 3,584 3,172 412
Payroll tax 370 370 243 127
Employee benefits 2,551 2,551 1,218 1,333
Advertising 4,000 3,615 3,303 312
Dues and subscriptions 2,700 2,965 2,460 505
Utilities 22,390 21,720 21,673 47
Professional services 46,720 112,495 75,016 37,479
Maintenance and supplies 43,300 44,590 36,170 8,420
Office expense 27,300 26,050 16,829 9,221
Insurance 6,800 7,100 7,004 96
Library 8,500 8,500 8,500 0
Donations 5,000 5,000 5,000 0
Miscellaneous 2,600 3,050 5 3,045
175,815 241,590 180,593 60,997
Capital outlay 23,500 23,500 0 23,500
Debt service 60,063 60,063 60,062 1
Total General Government 259.378 325,153 240,655 84,498
Administration
Current:
Salaries 186,400 186,650 186,648 2
Payroll tax 14,500 14,500 14,425 75
Employee benefits 47,450 46,876 43,651 3,225
Training 1,500 1,500 1,255 245
Travel 1,000 1,365 2,239 (874)
Miscellaneous 1.000 959 529 430
251,850 251,850 248,747 3,103
Capital outlay 0 0 0 7 0
Total Administration 251,850 251,850 248,747 3,103
City Council
Current:
Personnel costs 10,334 10,334 8,700 1,634
Employee benefits 1,774 1,040 866 174
Miscellaneous 1,500 1,500 344 1,156
13,608 12,874 9,910 2,964
Capital outlay 0 0 0 0
Total City Council 13,608 12,874 9,910 2,964

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

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

General Fund

For the Year Ended June 30, 2025

Variance with

Final Budget
Original Final Positive
Budget Budget Actual (Ncgative)
Expenditures:
City Clerk
Current:
Salaries 137,500 137,500 132,447 5,053
Payroll tax 10,800 10,800 10,279 521
Employee benefits 40,961 40,961 38,371 2,590
Miscellaneous 1,300 1,300 843 457
190,561 190,561 181,940 8,621
Capital outlay 0 0 0 0
Total City Clerk 190,561 190,561 181,940 8.621
Judicial and Legal
Current:
Judicial and legal 3,300 3,300 3,230 70
City attorney services 42,100 42,100 33,192 8,908
Miscellancous 350 350 0 350
45,750 45,750 36,422 9,328
Capital outlay 0 0 0 0
Total Judicial and Legal 45,750 45,750 36,422 9,328
Planning and Zoning
Current:
Planning Office 34,000 43,310 43,298 12
Miscellaneous 250 250 28 222
34,250 43,560 43,326 234
Capital outlay 0 0 0 0
Total Planning and Zoning 34,250 43,560 43,326 234
Total General Government 795,397 869,748 761,000 108,748
Codes
Current:
Contracted services 52,500 48,050 48,049 1
Clean up costs and demolition 8,000 1,000 0 1,000
Supplies 2,000 4,065 1,928 2,137
Memberships 3,100 3,175 3,175 0
Miscellaneous 505 505 267 238
66,105 56,795 53,419 3,376
Capital outlay 0 0 0 0
Total Codes 66,105 56,795 53,419 3,376

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

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

General Fund

For the Year Ended June 30, 2025

Variance with

Final Budget
Original Final Positive
Budget Budget Actual (Negative)
Expenditures:
Police
Current:
Salaries 488,000 486,208 437,132 49,076
Payroll taxes 37,900 37,900 33,924 3,976
Employee benefits 174,039 174,039 153,464 20,575
Training 7,000 2,500 3,335 (1,035)
Uniforms 10,500 8,500 8,331 169
Vehicle expense 59,500 69,200 55.115 14,085
Utilities 5,000 5,000 3,531 1,469
Professional services 41,000 41,000 33,001 7,999
Maintenance and supplies 25,950 27,150 24,649 2,501
Dues and subscriptions 9,000 5,600 2,161 3,439
Insurance 23,000 24,792 19,387 5,405
Travel 9,000 8,000 6,935 1,065
Miscellaneous 750 750 0 750
890,639 890,639 781,165 109,474
Capital outlay 20,000 102,000 84,777 17,223
Total Police 910,639 992,639 865,942 126,697
Fire:
Current:
Salaries 57,868 56,604 50,901 5,703
Payroll taxes 4,427 4,427 3,894 533
Employee benefits 9,710 8,881 4,588 4,293
Training 12,000 10,259 9,882 377
Uniforms 5,000 2,130 980 1,150
Vehicle expense 26,200 33,386 30,924 2,462
Utilities 19,300 20,486 19,998 488
Professional services 6,000 4,411 9,796 (5,385)
Maintenance and supplies 48,150 52,833 44,123 8,710
Insurance 21,900 21,958 20,348 1,610
Travel 22,000 23,635 23,540 95
Miscellaneous 2,300 2,220 56 2,164
234,855 241,230 219,030 22,200
Debt service 52,821 52,821 52,821 0
Capital outlay 802,000 805,767 71,129 734,638
Total Fire 1,089,676 1,099,818 342,980 756,838

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

24



TOWN OF KINGSTON SPRINGS, TENNESSEE

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

General Fund

For the Year Ended June 30, 2025

Variance with

Final Budget
Original Final Positive
Budget Budget Actual (Negative)
Expenditures:
Streets

Current;
Salaries 247,600 247,600 212,674 34,926
Payroll taxes 19,300 19,300 16,490 2,810
Employee benefits 91,140 91,140 61,109 30,031
Uniforms 5,000 5,000 4,571 429
Vehicle expense 37,000 35,000 16,148 18,852
Maintenance and supplics 111,370 113,295 48,086 65,209
[nsurance 7,500 7,575 7,401 174
Miscellancous 4,000 4,000 0 4,000
522,910 522,910 366,479 156,431
Capital outlay 508,760 653,210 471,608 181,602
Total Streets 1,031,670 1,176,120 838,087 338,033

State Street Aid

Current:
Street lights 40,270 50,570 50,430 140
Professional services 0 0 0 0
40,270 50,570 50,430 140
Capital outlay 61,240 126,240 126,240 0
Total State Street Aid 101,510 176,810 176,670 140

Parks

Current:
Salarics 159,600 159,600 151,744 7,856
Payroll taxes 12,400 12,400 11,755 645
Employee benefits 42,880 42,928 40,551 2,377
Training 1,500 1,675 1,674 1
Activities 7,500 7,500 6,274 1,226
Vehicle expense 13,500 11,135 7,343 3,792
Utilities 25,250 30,135 30,118 17
Land rental 2,800 2,800 2,459 341
Maintenance and supplies 73,450 69,622 30,891 38,731
Insurance 10,500 11,585 11,046 539
Travel 4,500 4,500 4,309 191
Miscellaneous 3,250 3,250 947 2,303
357,130 357,130 299,111 58,019
Capital outlay 50,000 50,000 47,138 2,862
Total Parks 407,130 407,130 346,249 60,881

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

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

General Fund
For the Year Ended June 30, 2025

Variance with
FFinal Budget

Original Final Positive
Budget Budget Actual (Negative)
Tourism:
Current:
Economic Development 12,500 12,500 11,455 1,045
Activitics 60,230 61,730 42,112 19,618
72,730 74,230 53,567 20,663
Capital outlay 0 0 0 0
Total Tourism 72,730 74,230 53,567 20,663
Total Expenditures 4,476,357 4,854,965 3,437,914 1,415,376
Excess (dcficiency) of revenues (1,278,344) (1,656,952) 675,963 2,332.915
over expenditurcs
Other financing sources: In licu of property taxes 40,603 40,603 12711 (27,892)
Other financing sources: loan procceds 700,000 700,000 0 (700,000)
Net change in fund balance (537,741) (916,349) 688,674 1,605,023
Fund Balance, July 1, 2024 3,446,890 3,446,890 3,446,890 0
Fund Balance, June 30, 2025 2,909,149 2,530,541 4,135,564 1,605,023

The notes accompanying the financial statcments arc an integral part of these financial statements.
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Revenues:
Adequate facilities tax
Interest income

Total Revenues

Expenditures:
Capital Outlay

Total Expenditures
Excess (deficiency) of revenues
over expenditures
Fund Balance, July 1, 2024

Fund Balance, June 30, 2025

TOWN OF KINGSTON SPRINGS, TENNESSEE

Statement of Revenues, Expenditures and
Changes in Fund Balance - Budget and Actual

Adequate Facilities Fund

For the Year Ended June 30, 2025

Variance with

Final Budget
Original Final Positive
Budget Budget Actual (Negative)
12,000 12,000 13,198 1,198
550 550 700 150
12,550 12,550 13,898 1,348
100,000 100,000 100,000 0
100,000 100,000 100,000 0
(87,450) (87,450) (86,102) 1,348
139,605 139,605 139,605 -
52,155 52.155 53,503 1,348

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

Statement of Revenues, Expenditures and
Changes in Fund Balance - Budget and Actual

Drug Fund

For the Year Ended June 30, 2025

Variance with

Final Budget
Original Final Positive
Budget Budget Actual (Negative)
Revenues:
Drug fines 700 700 388 312)
Interest 1,300 1,300 1,727 427
Total Revenues 2,000 2,000 2,115 115
Expenditures:
Current:
Training and travel 1,000 1,000 0 1,000
Supplies 21,740 21,740 3,318 18,422
Insurance 2,500 2,500 2,212 288
Miscellancous 0 0 0 0
25,240 25,240 5,530 19,710
Capital outlay 0 0
Total Expenditures 25,240 25,240 5,530 19,710
Excess (deficiency) of revenucs
over cxpenditures (23,240) (23,240) (3,415) 19,825
Fund Balance, July 1, 2024 108,209 108,209 108,209 -
Fund Balance, June 30, 2025 84,969 84,969 104,794 19,825

The notes accompanying the financial statements are an integral part of these financial statements.
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TOWN OF KINGSTON SPRINGS, TENNESSEE
Notes to Financial Statements

June 30, 2025

(1) Summary of Significant Accounting Policies

The Town of Kingston Springs, Tennessee, was incorporated on December 14, 1965, under the provisions
of the State of Tennessee Code Annotated, Scc. 6-18-101. The Town operates under a Commissioner-
Manager form of government. The Town provides the following services, as authorized by its charter and
duly passed ordinances: public safety (police and [irc), sewer services, streets, recrcations, public
improvements, planning and zoning, and general administrative services. The accounting policies of the
Town of Kingston Springs, Tennessee conform to gencrally 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 imposc its will on the organization or (2) there is a
potential for the organization to provide specific financial benefit or to imposc 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
causc the reporting entity's financial statements to be misleading or incomplete. The Town has no
component units at yearend.

Government -Wide and Fund Iinancial Statements

The Government-wide financial statcments, the statement of Net Position and the statement of changes in
Net Position, report information on all of the nonfiduciary activitics of the primary government. For the
most part, the effect of the interfund activity has bcen removed from these statements. Government
activities which normally are supported by taxes and intergovernmental revenucs, are reported separately
from business-type activities, which rely to a significant extent on fees and charges for support.

The statement of activitics demonstrates the degree to which the direct expenses of a given function or
segment are offset by program revenues. Direct expenses arc those that arc clearly identifiable with a
specific function or scgment. Program revenuces include (i) charges to customers or applicants who
purchase, usc or directly benefit from goods, scrvices, or privileges provided by a given function or segment
and (ii) grants and contributions that are restricted to mecting the opcerational or capital requirements of a
particular function or scgment. Taxcs and other items not properly included among program revenues arc
reported as general revenues.
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TOWN OF KINGSTON SPRINGS, TENNESSEE
Notes to I"inancial Statcments
June 30, 2025

1) Summary of Significant Accounting Policies, Continued

Separate financial statements arc provided for governmental funds and enterprise funds even though the
latter are excluded from the government-wide financial statements. Major individual governmental funds
and major individual enterprisc funds are reported as separate columns in the fund financial statements.

Measurcement Focus, Basis of Accounting, and Financial Statement Presentation

The government-wide financial statements are reported using the cconomic resources measurcment focus
and the accrual basis of accounting, as are the enterprise fund financial statements. Revenues are recorded
when carned and expenscs arc recorded when a liability is incurred, regardless of the timing of related cash
flows. Grants and similar items arc recognized as revenuc as soon as all eligibility requirements imposed
by the provider have been met.

Governmental fund revenues arc reported using the current {inancial resources measurement focus and the
modificd accrual basis of accounting. Revenues are recognized as soon as they become both measurable
and collectable within the current period or soon cnough thereafier to be used to pay liabilities of the current
period. The government considers property taxes and most other governmental revenues as available if
reccived within 45 days of ycars end. Expenditures are recorded generally when a liability is incurred, as
under accrual accounting. However, debt service expenditures, as well as cxpenditures related to
compensated absences and claims and judgments are recorded only when payment is due.

Property taxes, 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 revenucs of the current fiscal period using the

criteria specified in the paragraph above. All other revenue items arce 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 FFund 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.

Adequate TFacilitics Fund - To account for the receipt and payment of capital asscts purchased to improve
the Town’s infrastructure.

Drug Fund — To account for the expenditures from drug related fines and related revenucs.
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0)) Summary of Significant Accounting Policies, Continued
The government reports the following major enterprise fund:

The Utility Fund is used to account for sewer operations that arc financed and operated in a manner similar
to private business enterprises - where the intent of the governing body is that the costs (including
depreciation) of providing goods or services to the general public on a continuing basis be financed or
recovered primarily through user charges.

As a general rule, the cffect of interfund activity has been climinated from the government-wide financial
statements. Exceptions to this gencral rule are payments- in-licu taxes and other charges between the
government’s utilitics and various other functions of the government. Elimination of these charges would
distort the dircct costs and program revenues reported for the various functions concerned.

Amounts reported as program revenues include (i) charges to customers or applicants for goods, services,
or privileges provided, (ii) operating grants and contributions, and (iii) capital grants and contributions.
Gencral revenues include all taxces and internally dedicated resources.

Enterprise funds distinguish operating revenucs and expenses from nonoperating items. Operating revenuces
and expenses generally result from providing services and producing and delivering goods in connection
with a enterprise fund’s principal ongoing opcrations. The principal operating revenues of the various utility
funds are charges to customers for sales and services. The Utility I'und also recognize as operating revenue
the portion of tap fees intended to recover the cost of connecting new customers to the system. Operating
expenses for enterprisc funds include the cost of sales and services, administrative expenses, and
depreciation on capital asscts. All revenues and expenses not mecting this definition are reported as non-
opcrating revenues and expenscs.

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 arc neceded. When unrestricted funds arc used the Town
uses committed, assigned then unassigned funds.

[nventory

Inventory of the Utility Fund is valued at cost, using the first in first out method. No amounts were recorded
at ycarend. Inventory of all the governmental funds consists of expendable supplies held for consumption
and are recorded at cost under the consumption method.

Restricted Asscts

Certain proceeds of the Interprise I'und bonds, as well as certain resources sct aside for their repayment,
are classified as restricted asscts on their respective balance sheets because they are maintained in separate
bank accounts and their usc is cither limited by applicable bond covenants or represent procceds from bond
issues that arc restricted for use in construction.
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Cash and Cash Lquivalents
Cash and cash cquivalents consist primarily of savings accounts, certificates of deposit with original
maturities threc months or Icss.

Deferred Outflows/Inflows of Resources

In addition to asscts, the Statement of Net Position will sometimes report a separate section for deferred
outflows of resources. This scparate financial statement clement, deferred outflows of resources, represents
a consumption of net position that applics to a future period(s) and so will not be recognized as an outflow
of resources (expense/expenditure) until then. The government has two items (pension related and OPLB
related) that qualifies for reporting in this category.

In addition 1o liabilitics, the Statement of Net Position will sometimes report a separate section for deferred
inflows of resources. This separate financial statement clement, deferred inflows of resources, represents
an acquisition of net position that applics to a future period(s) and so will not be recognized as an inflow of
resources (revenuce) until that time. The government has three items (property taxes, pension related, and
OPLB related) that qualifics for reporting in this category. Accordingly, the items are reported in the
government-wide Statement of Net Position and the governmental funds balance sheet. These revenues are
from the following sources: current and delinquent property taxes, which do not meet the availability criteria
in governmental funds. These amounts are deferred and recognized as an inflow of resources in the period
that the amounts become available.

Receivables and Payables

Activity between funds that arc representative of lending/ borrowing arrangements outstanding at the end
of the fiscal year arc referred to as cither duc from/ due to other funds (i.c. 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, arc offsct by a fund balance reserve
account in applicable governmental funds to indicate that they are not available for appropriation and arc
not expendable available resources. All trade receivables are shown net of an allowance for uncollectible,
if applicable.

Net Position IFlow 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 proprictary fund financial statements, a flow assumption must bec 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.
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Capital Assets

Capital assets, which include property, plant and equipment, and infrastructure assets consisting of certain
improvements other than buildings, including strects and sidewalks 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 (Land - all, Building $10,000,
Improvements other than Buildings $5,000, Equipment $5,000 and Infrastructure $10,000) 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
cxtend asset lives are not capitalized. Interest incurred during the construction phase of capital assets of
business-type activities is expensed when paid and thus not a part of the capitalized cost.

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

The estimated useful lives are as follows:

Infrastructure 40-50 years
Buildings 10-50 ycars
Utility Plant in Service 10-30 years
Furniture and Equipment 5-10 years

Property Tax
The Town's property tax is levied each October 1 on the assessed value listed as of the prior January 1 for
all real and personal property located in the Town's legal boundaries. All Town taxes on real cstate are

declared to be a lien on such realty from January 1 of the year asscssments arec made.

Assessed values are established by the State of Tennessee at the following rates of appraised market value:

Public Utility Property 55%
Industrial and Commercial Property

- Real 40%
- Personal 30%
Farm and Residential Property 25%

Taxes were levied at a rate of $0.5204 per $100 of assessed valuation for the fiscal year ended June 30, 2025.
Payments may be made during the period from October 1 through February 28th. Current tax collections of

$814,839 for the fiscal year ended June 30, 2025 were approximately 98 percent of the tax levy. Delinquent
taxes are turned over for collection as required by the Town’s Municipal Code.
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Long-term Obligations

In the government-wide financial statements and enterprise fund types in the fund financial statements,
long-term debt and other long-term obligations are reported as liabilities in the applicable governmental
activitics, business-type activitics, or proprictary fund type statement of Net Position. Bond premiums and
discounts are deferred and amortized over the life of the bonds and are presented in the accompanying
financial statements as other assets. Debt issuance costs, such as insurance costs, fees and other related costs
should be recognized as an cxpense.

In the fund financial statements, governmental fund types recognize bond premiums and discounts, as well
as bond issuance costs, during the current period. The face amount of debt issued is reported as other
financing sources while discounts on debt issuances are reported as other financing uses. Debt issuance
costs, such as insurance costs, fecs and other rclated costs should be recognized as an expensc.

Pension

Ior purposes of measuring the net pension liability, deferred outflows of resources and deferred inflows of
resources related to pensions, and pension expense, information about the fiduciary net position of Kingston
Springs’ participation in the Public Employce Retirement Plan of the Tennessee Consolidated Retirement
System (TCRS), and additions to/deductions from Kingston Springs’ fiduciary nct position have been
determined on the same basis as they are reported by the TCRS for the Public Iimployce Retirement Plan.
For this purposc, bencfits (including refunds of employce contributions) arc recognized when duc and
payable in accordance with the benefit terms of the Public Employce Retirement Plan of TCRS. Investments
arc reported at fair valuc.

Government Wide — Net Position
Net position is a component of cquity 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 arc attributable to the acquisition, construction, or
improvement of those assets; debt related to unspent procceds or other restricted cash and investments is
excluded from the determination.

Restricted — Consists of net position for which constraints are placed thercon by external parties, such as
lenders, grantors, contributors, laws, regulations, and cnabling legislation, including self-imposed legal

mandates, less any related liabilities. The restrictions arc cvident from the classification titles.

Unrestricted — All other net position that does not meet the description of the above categorics.
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Other Post-Iimployment Benefit Plan - (OPL:B)

For the purposcs of mecasuring the net OPERB liability, deferred outflows of resources and deferred inflows
of resources related to other postemployment benefits, and OPLIB expense, information about the fiduciary
nct position of the Town of Kingston Springs’ participation in the Local Government OPLIIB Plan (LGOP)
and additions to/deductions from the Town of Kingston Springs’ fiduciary nct position have been
determined on the same basis as they are reported by the LGOP. Tor this purpose, benefits arc recognized
when due and payable in accordance with benefit terms of the LGOP.

I'und Balance
The Town implemented GASB 54 which addresscs issues related to how fund balances are reported. Fund

balances are now reported in the following manner:

Nonspendable I'und Balance - This classification includes amounts that arc (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 cxample: inventorics, prepaid amounts, and long-
term notes receivable.

Restricted I'und Balance - This classification includes amounts that are restricted for specific purposcs
stipulated by external resource providers, constitutionally or through cnabling legislation. Restrictions may
elfectively be changed or lifted with the consent of resource providers.

Committed l'und 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 Board
of Commissioners of the Town of Kingston Springs, Tennessce. Commitments may be changed or lified
only by the Town taking the same formal action that imposed the constraint originally (for example:
ordinanec).

Assigned Fund Balance - This classification included amounts intended to be used by the Town for specific
purposcs that arc ncither restricted nor committed. The Board of Commissioners and its designee, the
I'inance Director, 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 FFund Balance - This fund balancc is the residual classification for the general fund. It is also
uscd 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.
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Budgets
The Town follows these procedures in establishing the budgcetary data reflected in the financial statements:

a. Formal budgets arc adopted and approved by Council vote on an annual basis for the General and
Spccial Revenue Funds. These budgets arc 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
Finance Dircctor is authorized to transfer budget amounts between line items within cach 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 statcments are the final authorized amounts as amended
during thc year.

Compensated Absencces

The Town has accrucd a liability for vacation pay which is carncd, but not taken by Town cmployees. The
liability for compensated absences attributable to the Town’s governmental funds is recorded in the
government-wide financial statements as a long-term liability and is a reconciling item between the fund
and government-wide financial statements. Compensated abscences related to business-type activities are
charged to expense with a corresponding liability cstablished in both the government-wide and fund
financial statements.

Estimatcs

The preparation of financial statements in conformity with gencrally accepted accounting principles
requires management to make estimates and assumptions that affect the reported amounts of assets and
liabilities at the date of the [inancial statements and the reported amounts of revenues and expenses during
the reporting period. Actual results could differ from thosc cstimates.
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) Cash and Cash Equivalents

The Town is authorized 1o invest funds in Federal treasury bills and notes, State of Tennessce 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 savings accounts. The Town
has deposit policies to minimize custodial credit risks. All deposits with financial institutions must be
sccured by onc of two methods. One method involves [inancial 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 T'ennessce 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 securitics required to be pledged by the participating banks to protect their
public fund accounts arc pledged to the state treasurer on behalf of the bank collateral pool. The securities
pledged to protect these accounts arc pledged in the aggregate rather than against cach account. The
members of the pool may be required by agreement to pay an assessment to cover any deficiency. Under
this additional asscssment agreement, public fund accounts covered by the pool are considered to be insured
for purposes of credit risk disclosure.

For deposits with {inancial institutions that do not participate in the bank collateral pool, statc statutes
require that all deposits be collateralized with collateral whosc market valuc is equal to 105 pereent 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 Tennessce Bank
Collateral Pool or collateralized by sccurities, pledged for deposits, held by an independent third-party
{inancial institution under the terms of a safckeeping collateral agreement in the Town's name. Investment
policies of the Town follow statc law and bond requirements prohibiting investments that are not sccured
or insurcd by the U.S. Government.

3) Accounts Reccivable

Accounts receivable at Junc 30, 2025, consist of the following:

Other Property
Fund Government Tax User Charges Total
General Fund $ 200,480 950,311 - 1,150,791
Sewer IFund - - 133,164 133,164
Allowance for Unpaid - - (6.431) (6.431)
Total $ 200,480 950,311 126,733 1,277,524
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€))] Capital Assets

The following is a summary of changes in the governmental capital assets as presented in the governmental
activities column of the government-wide financial statcment is as follows:

Balance Balance
June 30, 2024 Additions Deletions June 30, 2025
Assets not being depreciated
Land $ 441,106 - - 441,106
Asscts being depreciated
Buildings and improvements 857,183 14,000 - 871,183
Improvements other than buildings 1,077,208 47,138 - 1,124,346
Infrastructurc 11,903,391 540,277 - 12,443,668
Machinery and cquipment 2.808.227 299.477 - 3.107.704
Total 17,087,115 900,892 - 17.988.007
L.ess Accumulated depreciation (7.131.908) (7.668.960)
Net capital assets in service $ 9,955,207 10,319,047

All assets, except $226,790 of land, are being depreciated.
Depreciation expensc was charged to functions/programs of the primary government as follows:

General Fund:

General government administration $ 47911
Parks department 39,544
Police department 141,238
Fire department 96,529
ITighways and Strects 211.830

Total $ 537,052
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A summary of changes in Enterprise (Sewer) Fund capital assets and related accumulated depreciation
follows:

Balance Balance
July 1,2024  Additions Deletions June 30, 2025

Assets not being depreciated

Land $ 66,432 - - 66,432

Construction in progress 1,087,974 - 1,087,974 -
Assets being depreciated

Utility plant in service 5,781,338 1,196,907 - 6,978,245

Machinery and equipment 99.697 55237 - 154,934

Total 7.035.441 1,252,144 1,087,974 7.199.611

Less Accumulated depreciation (3,504.373) (3.684.068)
Net capital assets in service $ 3,531,068 3,515,543

All assets of the sewer fund, except for land of $66,432, arc being depreciated. Depreciation expense for

the year was $179,695.

)] Long-Term Debt and Other Obligations Payable

Dircct Borrowings

The following schedule reflects the changes in long-term debt, as shown in the Enterprise Fund during fiscal

year 2025.
Balance Balance Due Within
July 1, 2024 Additions Retirements June 30, 2025 One Ycar
Compensated Absences 688 104 0 792 792
Bonds Payable:
Sewer System Revenue & Tax 552,000 0 86.000 466,000 88,000
Total 552,688 104 86,000 466,792 88,792
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) Long-Term Debt and Other Obligations Payable, Continued

The following schedule reflects the changes in Governmental long-term debt during fiscal year 2025.

Balance Balance Due Within

July 1, 2024 Additions Retirements June 30, 2025 One Year

Compensated Absences 50,781 4,463 0 55,244 55,244
Bonds Payable:

IFire Loan 319,000 0 41,000 278,000 41,000

TMBF - 12 Year 315,000 0 28,400 286,600 28,400

TMBF - GO CON 12 Year 213,900 0 18,800 195,100 18,800

Total 898,681 4,463 88,200 814,944 143,444

Principal and interest requirements to maturity on all outstanding bonds, loans and obligations as of June
30, 2025 are as follows:

Governmental Funds Sewer Funds
Year Ending Principal Interest Principal Interest
2026 91,400 21,806 88,000 13,980
2027 93,600 19,339 91,000 11,340
2028 96,900 16,989 93,000 8,610
2029 99,100 13,492 96,000 5,820
2030 101,400 10,236 98,000 2,940
2031-2034 277.300 13,022 - - .
Total 759,700 94,884 466,000 42,690

The above bonds payable contain provisions that in the event of default, the lender can use any remedy
allowed by state or federal law. The liability for compensated absences in governmental activities is
liquidated by the General Fund.
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(6) Pension Plan
General Information about the Pension Plan

Plan description. Employees of Kingston Springs arc provided a defined benefit pension plan through the
Public Employee Retirement Plan, an agent multiple-employer pension plan administered by the TCRS.
The TCRS was created by state statue under Tennessee Code Annotated Title 8, Chapters 34-37. The TCRS
Board of Trustees is responsible for the proper operation and administration of the TCRS. The Tennessee
Treasury Department, an agency in the legislative branch of state government, administers the plans of the
TCRS. The TCRS issues a publicly available financial report that can be obtained at
http://treasury.tn.gov/Retirement/Boards-and-Governance/Reporting-and-Investment-Policies.

Benefits provided. Tennessee Code Annotated, Title 8, Chapter 34-37, establishes the benefit terms and can
be amended only by the Tennessce General Assembly. The chief legislative body may adopt the benefit
terms permitted by statute. Members are cligible to retire with an unreduced benefit at age 60 with 5 years
of service credit or after 30 years of service credit regardless of age. Benefits are determined by formula
using the member’s highest {ive consccutive year average compensation and the member’s years of service
credit. Reduced benefits for early retirement are available at age 55 and vested. Members vest with five
years of service credit. Service related disability benefits are provided regardless of length of service. Five
years of service is required for non-service related disability cligibility. The service related and non-service
related disability benefits are determined in the same manner as a service retirement benefit but are reduced
10 percent and include projected service credits. A variety of death benefits arc available under various
cligibility criteria.

Employees covered by benefit terms. At the measurement date of June 30, 2024, the following employees
were covered by the benefit terms:

Inactive employees or beneficiaries currently receiving benefits 8
Inactive employees entitled to but not yet receiving benefits 19
Active employees 18

Total 46
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Contributions. Contributions for employces arc cstablished in the statutes governing the TCRS and may
only be changed by the Tennessce General Assembly. Employeces contribute 5 percent of salary. Kingston
Springs makes employer contributions at the ratc set by the Board of Trustees as determined by an actuarial
valuation. For the year ended June 30, 2025, actuarially determined contribution for Kingston Springs were
$183,659 based on arate of 11.28% percent of covered payroll. By law, employer contributions are required
to be paid. The TCRS may intercept Kingston Springs” state shared taxes if required employer contributions
are not remitted. The employer’s actuarially determined contribution (ADC) and member contributions atre
expected to finance the costs of benefits carned by members during the year, the cost of administration, as
well as an amortized portion of any unfunded liability.

Net Pension Liability (Assct)

Kingston Springs’ nct pension liability (assct) was measurcd as of June 30, 2024, and the total pension
liability uscd to calculate net pension liability (assct) was determined by an actuarial valuation as of that
date.

Actuarial assumptions. The total pension liability as of Junc 30, 2024 actuarial valuation was determined
using the following actuarial assumptions, applied to all periods included in the measurcment:

Inflation 2.25 percent

Salary increases Graded salary ranges from 8.72 to 3.44 percent based on age, including
inflation averaging 4.00 pcrcent.

Investment rate of return ~ 6.75 percent, nct of pension plan investment expenses, including inflation.
Cost-of-Living Adjustment 2.125 percent

Mortality ratcs were based on actual experience including an adjustment for some anticipated improvement.
The actuarial assumptions uscd in the June 30, 2024 actuarial valuation were based on the results of an

actuarial cxperience study performed for the period July 1, 2016 through June 30, 2020. The demographic
assumptions were adjusted to more closely reflect actual and expected future experience.
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The long-term expected rate of return on pension plan investments was established by the TCRS Board of
Trustees in conjunction with the June 30, 2020 actuarial experience study. A blend of [uture capital market
projections and historical market returns was used in a building-block method in which a best-estimate of
expected future real rates of return (expected returns, net of pension plan investment expense and inflation)
arc developed for cach major assct class. These best-cstimates are combined to produce the long-term
expected rate of return by weighting the expected future real rates of return by the target assct allocation
percentage and by adding expected inflation of 2.25% percent. The best-cstimates of geometric real rates
of return and the TCRS investment policy target assct allocation for cach major asset class are summarized
in the following table:

Long-term Ixpected

Asset class Real Rate of Return Larget Allocation

U.S. cquity 4.88% 31%

Developed market international equity 5.37% 14%

Emcrging market international cquity 6.09% 4%

Privatc cquity and stratcgic Iending 6.57% 20%

U.S. fixed income 1.20% 20%

Real Estate 4.38% 10%

Short-term securitics 0.00% _1%
Total 100%

The long-term expected rate of return on pension plan investments was cstablished by the TCRS Board of
Trustees as 6.75 percent based on a blending of the factors described above.

Discount rate. The discount rate used to measurc the total pension liability was 6.75 percent. The projection
of cash flows used to determinc the discount rate assumed that employce contributions will be made at the
current rate and that contributions from Kingston Springs will be made at the actuarially determined
contribution rate pursuant to an actuarial valuation in accordance with the funding policy of the TCRS
Board of Trustecs and as required to be paid by state statute. Based on thosc assumptions, the pension plan’s
fiduciary net position was projected to be available to make projected future benefit payments of current
active and inactive members. Therefore, the long-term expected rate of return on pension plan investments
was applicd to all periods of projected benefit payments to determine the total pension liability.
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Changcs in the Net Pension Liability (Assct)

Increase (Decreasc)

Total Pension Plan Net Pension
Liability (Assct) I'iduciary Net Liability
Position (Assct)
(@) (b) (a) - (b)
Balance at 6/30/23 ~ $3347283  $2,850,250  $497,033
Changes for the Year:
Scrvice Cost 88,329 - 88,329
Interest 228,551 = 228,551
Changes in Benefit Terms - = .
Differences between expected
and actual experience 207,184 - 207,184
Changes in Assumptions - - -
Contributions-employcr - 118,836 (118,836)
Contributions-cmployees - 52,676 (52,676)
Net investment income - 281,684 (281,684)
Benefit payments, including refunds
of employee contributions (99,335) (99.335) -
Administrative expense - (1,849) 1,849
Other changes - - -
Nect changes 42429 352012 72717
Balance at 6/30/24 § 3.772,012 $ 3,202,262 $ 569,750

Sensitivity of the net pension liability (asset) to changes in the discount rate. The following presents the net
pension liability (asset) of Kingston Springs calculated using the discount rate of 6.75 percent, as well as
what the net pension liability (asset) would be if it were calculated using a discount rate that is 1-percentage-
point lower (5.75 percent) or 1-percentage-point higher (7.75 percent) than the current rate:

Current
1% Dccreasc Discount Ratc 1% Increcasc
(5.75%) (6.75%) (7.75%)
Kingston Springs’ net pension
Liability/(asset) $1,187,897 $569,750 $71,811
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Pension Expense (Negative Pension Expense) and Deferred Qutflows of Resources and Deferred
Inflows of Resources Related to Pensions

Pension expense (negative pension expense). I'or the year ended Junc 30, 2025, Kingston Springs
recognized pension cxpense (negative pension expense) of $153,375.

Deferred outflows of resources and deferred inflows of resources. For the year ended June 30, 2025,
Kingston Springs rcported deferred outflows or resources and deferred inflows of resources related to

pensions from the following sources:

Deferred Qutllows of Resources Deferred Inflows of Resources

Differences between expected and

Actual expericnee $ 511,063 $ 13,182
Net difference between projected and

Actual earning on pension plan

Investments = 33,685

Changes in Assumptions 112,198 -

Contributions subsequent to the

Mcasurement date of June 30, 2024 183.659 - .
Total $ 806,920 $ 46.867

‘The amount shown above for “Contributions subscquent to the measurement date of June 30, 2024,” will
be recognized as a reduction (increase) to net position liability (assct) in the following measurement period.

Amounts reported as deferred outflows of resources and deferred inflows of resources related to pensions
will be recognized in pension cxpensc as follows:

Year Ended June 30:

2026 $78,626
2027 $157,247
2028 $106,825
2029 $104,810
2030 $71.867
Thereafter $57,033

In the tablc shown above, positive amounts will increase pension expense while negative amounts will
decrecase pension expense.
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TOWN OF KINGSTON SPRINGS, TENNESSEE
Notes to I'inancial Statements
June 30, 2025
Note 7 - OTHER POSTEMPLOYMENT BENEFITS FOR RETIREE HEALTH INSURANCE - LGOP
Local Government OPEB Plan
Genceral information about the OP1iB plan

Plan description — Employcces of the Town, who were hired prior to July 1, 2015, are provided with pre-65
retiree health insurance benefits through the closed Local Government OIXB Plan (LGOP) administered by
the Tennessce Department of I'inance and Administration. This plan is considered to be multiple-employer
defined benefit plan that is used to provide postemployment benefits other than pensions (OPEB). ITowever,
for accounting purposcs, this plan will be treated as a single-ecmployer plan. All cligible pre-65 retired
employees and disability participants of local governments, who chose coverage, participate in the LGOP.
This plan is closed to the employces of all participating cmployers that were hired on or after July 1, 2015.

Benefits provided -The Town offers the LGOP to provide health insurance coverage to eligible pre-65
retirces and disabled participants of local governments. Insurance coverage is the only postemployment
benefit provided to retirces. An insurance committee created in accordance with TCA 8-27-701 cstablishes
and amends the bencefit terms of the LGOP. All members have the option of choosing between the premier
preferred provider organization (PPQO), standard PPO, limited PPO or the wellness health-savings consumer-
driven health plan (CDIIP) for healthcare benefits. Retired plan members, of the LGOP, receives the same
plan benefits as active employces, at a blended premium rate that considers the cost of all participants. This
creates an implicit subsidy for retirees. Participating employers determine their own policy related to direct
subsidies provided for the retirce premiums. The Town docs not dircctly subsidize and are only subjcet to
the implicit. The LGOP is funded on a pay-as-you-go basis and there are no asscts accumulating in a trust
that meets the criteria of paragraph 4 of GASB Statement NO. 75.

Employees covered by benefit terms. At July 1, 2024, the following employces were covered by the benefit
terms of the LGOP:

Inactive cmployecs or beneficiaries currently receiving benefits 0
Inactive employecs entitled to but not yet receiving bencefits 0
Active employccs 20

Total 20

An insurance commitiee, created in accordance with TCA 8-27-701, cstablishes the required payments to
the LGOP by member employers and employces through the blended premiums established for active and
retired employces. Claims liabilitics of the plan are periodically computed using actuarial and statistical
techniques to established premium rates. For the fiscal year ended June 30, 2025, the Town paid $175 to the
L.GOP for OPLIB bencfits as they came duc.
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TOWN OF KINGSTON SPRINGS, TENNESSEE
Notes to Financial Statements
June 30, 2025
Note 7 - OTHER POSTEMPLOYMENT BENEFITS FOR RETIREE HEALTH INSURANCE - LGOP
Total OPEB Liability

Actuarial assumptions - The total OPEB liability on the June 30, 2025 actuarial valuation was determined
using the following actuarial assumptions and other inputs, applied to all the periods included in the
measurement, unless otherwise specified.

Inflation - 2.25%

Salary increases - Graded salary ranges from 3.44 to 8.72 percent based on age,
including inflation, averaging 4 percent.

Healthcare cost trend rates - 10.68% for pre-65 in 2024, decreasing annually over a 13-year
period to an ultimate rate of 4.50%. 13.44% for post-65 in 2024,
decreasing annually over a 12 year period to an ultimate rate of
4.50%

Retiree’s share of benefit-related costs -  Members are required to make monthly contributions in order to
maintain their coverage. For the purpose of this valuation a
weighted average has been used with weights derived from the
current distributions of members among plans offered.

Unless noted otherwise, the actuarial demographic assumptions used in the June 30, 2024, valuations were
the same as those employed in the July 1, 2020 Pension Actuarial Valuation of the Tennessee Consolidated
Retirement System (TCRS). These assumptions were developed by TCRS based on the results of an
actuarial experience study for the period July 1, 2016 - June 30, 2020. The demographic assumptions were
adjusted to more closely reflect actual and expected future experience. Mortality tables are used to measure
the probabilities of participants dying before and after retirement. The mortality rates employed in this
valuation are taken from the headcount-Weighted below median teachers PUB-2010 Healthy Participant
Mortality table for Annuitants for non-disabled post-retirement mortality, with mortality improvement
projected to all future years using Scale MP-2021. Post-retirement tables are adjusted with a 19% load for
males and a 18% load for females. Mortality rates for impaired lives are the same as those used by TCRS
and are taken from a gender distinct table published in the IRS Ruling 96-7 for disabled lives with a 10%
load with mortality improvement projected to all future years using Scale MP-2021.

Discount rate-The discount rate used to measure the total OPEB liability was 3.93 percent. This rate reflects
the interest rate derived from yields on a 20-year, tax exempt general obligation municipal bonds, prevailing
on the measurement date, with an average rating of AA/Aa as shown on the Bond Buyer 20-year Municipal
GO AA index.
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TOWN OF KINGSTON SPRINGS, TENNESSEE
Notes to I'inancial Statements
Junc 30, 2025
Note 7 - OTHER POSTEMPLOYMENT BENEFITS FOR RETIREE HEALTH INSURANCE - LGOP

Changes in the Total OPEB Liability

Total OPLEB
Liability
N |} —
Total OPEB liability - beginning balance ~§ 30,848
Changes for the year:
Service cost $ 3,375
Interest $ 1,247
Changes of bencefit terms $ -
Differences between expected and actual experience § (656)
Change in assumptions $ 35276
Benefit payments $§ (95
Nect changes $ 9,147
Total OPI‘B liability - ending balancc $ 39,995

Changes in assumptions - The discount rate was changed from 3.65% as of the beginning of the
measurement period to 3.93% as of June 30, 2024. ‘This change in assumption decreased the total OPLB
liability. Other changes in assumptions include adjustments to initial per capita costs and health trend rates.

Sensitivity of total OPEB liability to changes in the discount rate - The following presents the total OPEB
liability related to the LGOP, as well as what the total OPI:13 liability would be if it were calculated using a

discount ratc that is 1-percentage-point lower or 1-percentage higher than the current discount rate.

Current Discount

1% Deccrcase Rate Assumption 1% Increase
(2.93%) (3.93%) (4.93%)
$ 44,033 3 39,995 $36,279

Sensitivity of total OPEB liability to changes in the healthcare cost trend rate — The following presents the
total OPEB liability related to the LLGOP, as well as what the total OPEB liability would be if it were
calculated using a healthcare cost trend rate that is 1-percentage-lower or 1-percentage-point-higher than
the current healthcare cost trend rate.

Current Healthcare Cost

1% Decreasc Trend Rate Assumption 1% Increasc
(5.60 decreasing 10 3.50%) (6.60% decreasing 10 4.50%) (7.60% decreasing to 5.50%)
$ 34,778 $ 39,995 $ 46,212
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TOWN OF KINGSTON SPRINGS, TENNESSEE
Notes to I'inancial Statcments
June 30, 2025
Note 7 - OTHER POSTEMPLOYMENT BENEFITS FOR RETIREE HEALTH INSURANCE - LGOP

OPEB Expcnse and Deferred Outflows of Resources and Deferred Inflows of Resources Related to
OPEB

OPEB Expensc - lor the fiscal ycar ended June 30, 2025, the Town of Kingston Springs recognized OPEB
expensc of $1,449.

Deferred Outflows of Resources and Deferred Inflows of Resourcees - For the year ended June 30, 2025, the
Town of Kingston Springs reported deferred outflows of resources and deferred inflows of resources related

to OPLB benefits in the LGOP [rom the following sources:

Decferred Qutllows of Resources  Deferred Inflows of Resources

Differences between expected and

Actual expericnce - 5,312

Changes in assumptions 13,521 15,209

I'mploycr payments subsequent Lo

The measurcment date 175 - .
Total 13,696 20,521

The amounts shown above for “Employcr payments subscquent to the measurement date” will be recognized
as a reduction to total OPEB liability in the following mcasurcment period.

Amounts reported as deferred outflows of resources and deferred inflows of resources related to OPEB
will be recognized in employece benefit expense as follows:

Yecar Iinded June 30:

2026 $ (2,649)
2027 (2,532)
2028 (2,245)
2029 (2,206)
2030 (379)
Thereafier 3,011

In the table shown above, positive amounts will increase employce benefit expense while negative
amounts will decrease cmployce bencfit expensc.
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TOWN OF KINGSTON SPRINGS, TENNESSEE
Notes to Financial Statements

Junc 30, 2025

8) Risk Management

The Town is cxposed to various risks to general liability and property and casualty losses. The Town has
decided it is morc cconomically feasible to be in a public entity risk pool as opposed to purchasing
commercial insurance for gencral liability and property and casualty coverage. The Town participates in the
Public Entity Partners (formerly TMI. Insurance Pool), which is a public entity risk pool established by the
Tennessee Municipal League, an association of member citics. The Town pays an annual premium to the
PEP for its general liability and property and casualty insurance coverage. The pool reinsures through
commercial insurance companics.

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

) Commitments and Contingencies
Litigation:

The Town is named as defendant in various suits and claims the outcome of which, in the opinion of
management, upon advice of legal counsel, will not matcrially affect the ‘Town’s financial position.

Grants:
Amounts reccived from Grantor agencies are subject to audit and adjustment by Grantor agencics,

principally the Federal government. Any disallowed claims including amounts already collected, could
become a liability of the applicable fund.
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TOWN OF KINGSTON SPRINGS, TENNESSEE

Schedule of Required Supplementary Information

Schedule of Changes in Net Pension Liability (Asset) and Related

Ratios Based on Participation in the Public Employee Pension Plan of TCRS

Tolal pension liability (asset)

Service cost

[nterest

Changes in benefit terms

Differences between actual & expected experience

Change of assumptions

Benefit payments, including refunds of employee contributions
Net change in total pension liability (asset)

Total pension liability (asset)-beginning

Total pension liability (asset)-ending (a)

Plan fiduciary net position

Contributions-employer

Contributions-cmployee

Net investment income

Benefit payments, including refinds of employee contributions
Administrative expense

Other

Net change in plan fiduciary net position

Plan fiduciary net position-beginning
Plan fiduciary net position-ending (b)

Net Pension Liability (asset)-ending (a) - (b)

Plan fiduciary net position as a percentage of total pension liability

Covered payroll

Net pension liability (asset) as a persentage of covered payroll

Changes of assumptions. In 2021, amounts reported as changes of assumptions resulted from changes to the inflation rate, investment rate of retum,
cost-of-living adjustment, salary growth and mortality improvements, In 2017, amounts reported as changes of assumptions resulted from changes to
the inflation rate, investment rate of return, cost-of-living adjustment, salary growth and mortality improveiments.

GASB 68 requires 2 10-year schedule for this data to be presented starting with the implementation of GASB 68. The information in this schedule
is not required to be presented retroactively prior to the implentation date, Please refer to previously supplied data from TCRS GASB website for

prior years' data, if needed.

2015

Last Fiscal Year ending June 30

2016

2017

2020 2023 2024
S 54241 S 49,156 S 47679 S s S 66,089 s S 91,880 S 88329
S 81,686 S 95124 S 100,013 § S S 138275 s S 200,368 S 228,551
s = S - s = § S s - s s - S 2
S 64,162 S (43442) S 182,048 S s S 14,930 S S 219476 S 207,184
s . S -~ 5 34378 S 8 s A s s - s -
S (4768) S (26.869) S (41.504) § s S (30918) s S (81.949) S (99.335)
S 195321 S 73969 S 322614 S s S 188376 s S 4297775 S 424729
S1037283 S1232604 § 1306573 S s S 1,856,613 s $2917,508 §3347.283
§1,232.604  §1,306573 S 1.629.187 8§ S § 2,044,989 s $3347283  §3.772.012
S 41550 S 39363 S 35,726 S s S 51497 S S S 102,679 S 118,836
S 29594 S 28036 S 8,653 S s S 35319 S s S 45514 S 52,676
S 39087 S 36095 S 181,772 S 5 S 98227 S s S 177482 S 281,684
S (4,768) S (26,869) S (41,504) S s S (30918) S s S (81.949) S (99,335)
S (151) S (965) S (1,018) S s S (1315 S s S (1482) S (1,849)
s N s 2, 1S . s s - § S s e 8 -
S 104712 S 75660 S 183,629 S s S 152810 S S S 242244 S 352012
S 1236265  S$1.340977 1416637 S S 1,953.062 s $2.608.006 S 2850250
S 1340977 S1.416.637 1600266 S S 2105872 S $2.850250 S 3202262
S (108373) S (110.064) 28921 S (60.883) S S 309502 S 497033 S 569,750
108.79% 108.42% 98.22% 102.98% 85.15% 84.90%
S 591,882 S 560729 573073 $ § 706396 S 780027 S 821,047 S 910271 $1,053,511
-18.31% -19.63% 5.05% -8.62% 54.60% 54.08%
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TOWN OF KINGSTON SPRINGS, TENNESSEE

Schedule of Contributions Based on Participation in the
Public Employee Pension Plan of TCRS

For the Year Ended June 30, 2025

N>
=
o}
N

017 2018 019 2020 2021 022 2023 2024 2025

Actuarially determined contribution 39,363 35,726 28,120 47 418 42 949 47,426 49,920 102,679 118,836 183,659
Contributions in relation to the

actuarially determined contribution 36,363 35,726 34,278 47,418 51,497 56,864 59,854 102,679 118,836 183,659
Contribution deficiency (excess) 50 SO (86,158) SO (88,548) (59.438) (59.934) S0 $0 50
Covered-employee payroll 560,729 573,073 544,966 650,449 706,396 780,027 821,047 910,271 1,053,511 1,159,719
Contributions as a percentage

covered-employee payroll 7.00% 6.29% 6.29% 7.29% 7.29% 7.29% 7.29% 11.28% 11.28% 11.28%

GASB 68 requires |0-year schedule for this data to be presented starting with the implementation of GASB 68. The
information in this schedule is not required to be presented retroactively prior to the implementation date. Please refer
1o previously supplied data from the TCRS GASB website for prior years' data, in needed.

Notes to Schedule

Valuation date: Actuarially determined contribution rates for fiscal year 2025 were calculated based on the
June 30, 2023 actuarial valuation.

Methods and assumptions used to determine contribution rates:

Actuarial cost method Entry Age Normal

Amortization melhod Level dollar, closed (not to exceed 20 years)

Remaining amortization period Varies by Year

Asset valuation 10-year smoothed within a 20 percent corridor to market value
Inflation 2.25 percent

Salary increases Graded salary ranges from 8.72 to 3.44 percent based on

age, including inflation, averaging 4.00 percent,

Investment Rate of Return 6.75 percent, net of investment expense, including inflation
Retirement age Pattern of retirement determined by experience study
Mortality Customized table based on actual experience including an

adjustment for some anticipated improvement

Cost of Living Adjustments 2.125 percent

4 4, R

Changes of assumptions. In 2021, the foll ptions were chang ion rate from
2 50 percent to 2.25 percent; decreased the investment rate of return from 7.25 percent to 6.75 pervent;
decreased the cost-of-livinyg adjustment from 2.23 percent to 2.125 percent; and modified mortality
mssumptions. la 2017, the following tons were changed: decreased inflation rate from 3.00 percent

to 2.50 pereent; decreased the investment rate of return from 7.50 percent to 7.25 percent; decreased the cost-
of-living adjustment from 2.50 percent to 2.25 percent, decreased sulary growth uraded ranges from an
average of 4.235 percent to an average of .00 percent; and modified maortality

P
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TOWN OF KINGSTON SPRINGS, TENNESSEE

Schedule of Required Supplementary Information - OPEB
Schedule of Changes in Total OPEB Liability and Related Ratios - LGOP

Measurement Year ending June 30

2021 2022 2023 2024 2025
Total OPEB Liability
Service Cost $ 3,962 $ 5354 § 3,707 $ 2,642 § 3.375
Interest on the Total OPEB Liability $ 1,379 $ 976 $ 680 $ 768 $ 1,247
Change in Benefit Terms $ - $ - 8 - $ -9 -
Difference between expected and actual experience
of the Total OPEB Liability $§  (5,541) § (2,639 $ (564) $ (684) $ (656)
Changes in assumptions and other inputs $ 4,067 § (14,389) $ (12,371) $ 9,132 § 5,276
Benefit payments $ (446) S (311) § (309) $ (102) $ (95)
Net change in Total OPEB Liability $ 3,421 $ (11,009) $ (8,857) § 11,756  § 9,147
Total OPEB Liability - Beginning $ 35537 S 38,958 $ 27,949 § 19,092 S 30,848
Total OPEB Liability - Ending $ 38,958 S 27949 § 19,092 § 30,848 S 39,995
Estimated Covered - Employee Payroll $362,254 $355,784 $732,404 $870,920 $1,159,719
Total OPEB Liability as a Percentage of Covered- Employee Payroll 10.75% 7.86% 2.61% 3.54% 3.45%
Notes to Schedule
Note: There are no assets accumulating, in a trust that meets the criteria in paragraph 4 of GASB Statement No. 75, related to this OPEB plan.

The amounts reported for each fiscal year were determined as of the prior fiscal year-end.

This schedule is intended to display ten years of information. Additional years will be displayed as they become available.
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TOWN OF KINGSTON SPRINGS, TENNESSEE
Capital Assects Used in the Operation of the Governmental Funds

Schedule of Capital Assets Activity

June 30, 2025

Beginning Ending

Balance Additions Retirements Balance
Land 441,106 0 0 441,106
Building improvements 857,183 14,000 0 871,183
Improvements other than buildings 1,077,208 47,138 0 1,124,346
Infrastructure 11,903,391 540,277 0 12,443,668
Equipment and vehicles 2,808,227 299,477 0 3,107,704
Total capital assets 17,087,115 900,892 0 17,988,007
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TOWN OF KINGSTON SPRINGS, TENNESSEE

Schedule of Cash and Cash Equivalents and Certificate of Deposits

All Funds
June 30, 2025
Carrying
Value
General Fund:
Demand deposits $3,866,571
Total General Fund 3,866,571
Adequate Facilities Fund:
Demand deposits 53,503
Total State Street Aid Fund 53,503
Drug Fund:
Demand deposits 104,794
Total Fire Department Fund 104,794
Sewer Fund:
Demand deposits 849,000
Total Sewer Fund 849,000
Total - All funds $4,873,868
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Tax Year

2025
2024
2023
2022
2021
2020
2019
2018
2017
2016
2015

Tax Yecar

2025
2024
2023
2022
2021
2020
2019
2018
2017
2016
2015

TOWN OF KINGSTON SPRINGS, TENNESSEE

Schedule of Changes in Property Taxes Receivable

For the Year Ended June 30, 2025

Collections

Balance and Changes Balance
July 1, 2024 Levy in Assessment June 30, 2025
$ - 919,189 0 919,189
810,000 22,354 814,839 17,515
17,096 0 11,327 5,769
9,086 0 4,152 4,934
3,398 0 2,312 1,086
2,764 0 2,170 594
1,628 0 1,125 503
593 0 167 426
84 0 29 55
268 0 28 240
93 0 93 0
$845,010 941,543 836,242 950,311
Outstanding

Adjustment and Deliquent

Tax Rate Tax Levy Collections Taxes
57 919,189 0 919,189
5204 832,354 814,839 17,515
.82 766,697 760,928 5,769
75 766,697 761,763 4,934
a2 715,295 714,209 1,086
72 705,712 705,118 594
.70 675,015 674,512 503
.84 645,593 645,167 426
.82 625,980 625,925 55
7983 595,074 594,834 240
Kl 605,150 605,150 0

All deliquent taxes ha\lle been filed.
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Year

2026
2027
2028
2029
2030
2031
2032
2033
2034

TOWN OF KINGSTON SPRINGS, TENNESSEE

Schedule of Debt Service Requirements - General Obligation

June 30, 2025

FIRE LOAN TMBEF - 12 Year TMBF - GO CON 12 Year TOTALS TOTALS
Principal Interest Principal Interest Principal Interest Principal Interest
$ 43,000 10,402 29,100 6,121 19,300 5,283 91,400 21,806
44,000 9,154 29,700 5,460 19,900 4,725 93,600 19,339
46,000 8,056 30,400 4,784 20,500 4,149 96,900 16,989
47,000 5,842 31,100 4,092 21,000 3,558 99,100 13,492
48,000 3,900 31,800 3,384 21,600 2,952 101,400 10,236
50,000 1,500 32,500 2,661 22,200 2,328 104,700 6,489
33,200 1,922 22,900 1,685 56,100 3,607
34,000 1,165 23,500 1,024 57,500 2,189
34,800 392 24,200 345 59,000 737
$ 278,000 38,854 286,600 29,981 195,100 26,049 759,700 94,884
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TOWN OF KINGSTON SPRINGS, TENNESSEE

Schedule of Debt Service Requirements - Sewer Fund

June 30, 2025
SEWER SYSTEM REVENUE
& TAX CAPITAL TOTALS TOTALS
LOAN

Year Principal Interest Principal Interest
2026 $ 88,000 13,980 88,000 13,980
2027 91,000 11,340 91,000 11,340
2028 93,000 8,610 93,000 8,610
2029 96,000 5,820 96,000 5,820
2030 98,000 2,940 98,000 2,940

$ 466,000 42,690 466,000 42,690
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TOWN OF KINGSTON SPRINGS, TENNESSEE

Schedule of Changes in Long-term Debt by Individual Issue

June 30, 2025
Paid and/or
Original Date Last Issued Matured Refunded
Amount Interest of Maturity Outstanding During During During Outstanding
of Issue Rate Issue Date 7/1/2024 Period Period Period 6/30/2025
Business-Type Activities
Capital Outlay Note
Sewer System Revenue & Tax $ 1,014,795 2.97% 11/28/2017 11/1/2029 $ 552,000 $ - $ 86,000 $ > $ 466,000
Total Notes Payable $ 552,000 $ - $ 86,000 $ - $ 466,000
Governmental Activities
Capital Outlay Notes and Bonds
Fire Loan S 498,704 3.96% 8/1/2018 8/1/2030 $ 319,000 $ - S 41,000 $ - $ 278,000
TMBF - 12 Year 370,000 2.25% 2022 12/1/2033 $ 315,000 $ - $ 28,400 $ - $ 286,600
TMBF - GO CON 12 Year 250,000 2.85% 2022 4/1/2034 $ 213,900 $ - $ 18,800 3 - $ 195,100
Total Notes and Bonds Payable $ 847,900 $ - S 88,200 $ - $ 758,700
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TOWN OF KINGSTON SPRINGS, TENNESSEE

Schedule of Utility Rates

June 30, 2025
Sewer Rates
Base $44.00 Minimum charge, includes first 1,000 gallons
1,001-12,000 gallons $11.00 per 1,000 gallons
12,001 and above $15.40 per 1,000 gallons

Number of customers: approximately 800
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Assistance State
Listing Grant
Number Number

Program Name

State Program

N/A AG123-FM-15
N/A 77241-VCIF
N/A 33501-252440
N/A 11LPLM-S81-015
N/A 11LPLM-F3-017

Federal Program

97.036 N/A
20.205 1 1PLM-§3-012
21.027 N/A
21.027 N/A

Farmers Market

Violent Crimes Intervention
Fund

Rescue Squad

Safe Routes to School Grant

Transportation Alternatives

Diaster Assistance

Multimodal Streetscape
Program

American Rescue Plan Act

American Rescue Plan Act

This schedule prepared on the accrual basis of accounting,

TOWN OF KINGSTON SPRINGS, TENNESSEE

Schedule of Federal and State Financial Assistance

For the Year Ended June 30, 2025

Grantor Agency

Tennessee Department
of Agriculture

Tennessee Department

of Transportation

State of Tennessee Department
of Finance and Administration

State of Tennessee
Department of Transportaton

State of Tennessee
Department of Transportaton

Total State Grants
Federal Emergency Management

thru the State of Tennessee
Emergency Management

US Department of Transportation
thru the State of Tennessee
Department of Transportation

US Department of Treasury
thru the State of Tennessee
TDEC

US Department of Treasury
thru the State of Tennessee

Total Federal Programs

Total State and Federal Programs

Receivable Receivable
(Deferred) (Deferred)
Balance Grant Other Grant Balance
July 1, 2024 Receipts Receipts Expenditures June 30, 2025

$1,500 3,000 30 1,500 0
$13,905 13,905 S0 0 0

$0 11,000 S0 11,000 0

$64,294 521,908 $0 457,614 0

S0 945 $0 4,726 3,781

$79,699 $550,758 $0 $474,840 $3,781

S0 64,925 0 64,925 SO

$0 240,917 0 240,917 S0

$0 37,678 0 37,678 $0
(8109,138) 0 0 0 (5109,138)
(109,138) 343,520 0 343,520 (109,138)
(29,439) 894,278 0 818,360 (105,357)
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JOHN R. POOLE, CPA
CERTIFIED PUBLIC ACCOUNTANT

—

(615) 822-4177

134 NORTHLAKE DRIVE
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 Commissioners
Town of Kingston Springs, Tennessee
Kingston Springs, Tennessce

[ have audited in accordance with auditing standards generally accepted in the United States of
America and the standards applicable to financial audits contained in Govermment Auditing
Standards, issucd by the Comptroller General of the United States, the financial statements of the
governmental activitics, the business type activitics, and cach major fund as of and for the ycar
cnded June 30, 2025, and the related notes to the financial statements, which collectively comprise
the Town of Kingston Springs’ basic financial statcments, and have issucd a report thereon dated
October 31, 2025.

Report on Internal Control Over Financial Reporting

In planning and performing my audit of the financial statements, I considered the Town of
Kingston Springs’ internal control over financial reporting (internal control) as a basis for
designing the audit procedures that arc appropriatc 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 Kingston Springs’ internal control. Accordingly, I do not
cxpress an opinion on the effectiveness of the Town of Kingston Springs’ internal control.

A deficiency in intcernal control exists when the design or operation of a control docs not allow
management or employccs, in the normal coursc of performing their assigned functions, to prevent
or detect and correct misstatcments on a timely basis. A material weakness is a deficiency, or
combination of deficicncics, in internal control such that there is a rcasonable 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 thosc 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 deficiencics in internal control that might be
material weaknesses or significant deficiencies and therefore, material weaknesses or significant
deficiencies may cxist that were not identificd. I did identify certain deficiencies in internal control,
described in the accompanying Schedule of Findings and Responscs as item 2025-001, that I
consider to be a material weakness.
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Report on Compliance and Other Matters

As part of obtaining reasonablc assurance about whether the Town of Kingston Springs’ 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.

Town of Kingston Springs’ Response to Findings

Government Auditing Standards requires the auditor to perform limited procedures on the Town
of Kingston Springs’ responsce to the finding identified in my audit and described in the
accompanying Schedule of I'indings and Responses. The Town of Kingston Springs’ response was
not subjected to the auditing procedures applied in the audit of the financial statements and,
accordingly, I express no opinion on the response.

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 cffectiveness 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.

AL PR, Cote

October 31, 2025
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TOWN OF KINGSTON SPRINGS, TENNESSEE
Schedule of Findings and Responses

June 30, 2025

2025-001 - Separation of Dutics

Condition: The Town of Kingston Springs currently has a few employces that work in performing the
majority of the accounting functions for the Town. Due to having a few employces performing the
accounting transactions there is currently an inadequate scgregation of dutics.

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

Cause: The Town has a limited number of office employces 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 increcases when accounting functions are not
adequatcly scgregated.

Recommendation: For adequate separation of dutics, the employce 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 agrec that the stafl size will not allow the Town to segregate duties to the optimum
level desired. There are minimal employees working in the department so it is virtually impossible to
scgregate dutics unless more staff could be hired and duc to the [inances of our small town, we could
not {inancially hire additional office help.”
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TOWN OF KINGSTON SPRINGS, TENNESSEE
Schedule of Disposition of Prior Year Comments

June 30, 2025

Iinding Number Finding Title Status
2024-001 Separation of Duties Repeated

The original finding number was 1998-001. The current finding number is 2025-001.
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Management’s Corrective Action Plan

Audit period: June 30, 2025

The findings from the june 30, 2025, Schedule of Findings and Responses are discussed below.
2025-001 Segregation of Duties (Internal Control).

Contact Person: Kellie Reed

Planned Correciive Action: It is not economically feasible at this time to hire a sufficient number of people
to adequately separate the duties. The Board of Commissioners 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.

Respectfully,
' ?
/ XU U [ h_{ /f
Kellie Reed CMFO CMC
Financial Director
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