
UMRB Agenda 

I. Call to Order
II. Conflict of Interest Statement

III. Approval of Minutes
IV. Release Cases

a. Financial Distress
b. Financial Distress with Open Water Loss Cases

V. Water Loss
a. Water Loss Violations
b. Water Loss Plans

VI. Training Compliance
VII. Annual Information Report

VIII. Financial Distress Orders
a. Cold Springs Utility District Page 18
b. Leoma Utility District Page 54
c. Quebeck Walling Utility District Page 57
d. South Fork Utility District Page 59

IX. Board Investigations
a. Cumberland Utility District Page 60
b. East Sevier County Utility District Page 96
c. Hallsdale-Powell Utility District Page 98

i. Water Loss
d. Tarpley Shop Utility District Page 108

X. Case Dismissal
a. Chanute Pall Mall Utility District Page 130

XI. Board Discussion
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MINUTES 

of the 
UTILITY MANAGEMENT REVIEW BOARD MEETING 

December 8, 2022 
10:00 am 

 
Greeting: 
Chairman Moody detected a quorum and called to order the meeting of the Utility Management 
Review Board (“UMRB”) in the Volunteer Conference Center on the 3rd Floor of the Cordell Hull 
Building in Nashville, TN at 10:00 a.m. (CDT). 
 
Board Members Present and Constituting A Quorum: 
Greg Moody, Chair 
Tom Moss, Vice-Chair 
Phillip Combs 
Anthony Pellham 
Steve Stone 
 
Board Members Absent: 
Rebecca Hunter 
Kevin Botts 
Bruce Giles 
Dan Coley 
 
 
Staff Present: 
Ross Colona, Comptroller’s Office  
Meghan Huffstutter, Comptroller’s Office 
Nate Fontenot, Comptroller’s Office 
Ben Johnson, Comptroller’s Office 
 
Counsel Present: 
Seth May, Comptroller’s Office 
 
Others Present & Addressing the Board 
Doug Overbey, Attorney at Law, Representing Appalachian Resort LLC.  
Kaitlin Tweel, Attorney at Law, Representing East Sevier County Utility District  
Jerry Hayes, Customer of East Sevier County Utility District 
Patricia Rogers, Customer of East Sevier County Utility District  
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Heather Fromm, Customer of East Sevier County Utility District 

Approximately twenty other customers of the East Sevier County Utility District were present 
but did not address the board individually. 

 

 

Conflict of Interest Statement: 
Counsel Seth May read the following statement: “The Board was created to act for the public 
welfare and in furtherance of the legislature’s intent that utility systems be operated as self-
sufficient enterprises. Board members are not authorized to participate in the discussion of or to 
vote on matters involving entities in which the Board member has a financial interest, with which 
the Board member has a conflict of interest, with which the Board member has a contract of 
employment, or if there is any appearance of impropriety.” 

Chairman Moody asked if anyone needed to recuse themselves. There were no comments made. 
 
 
 
Approval of Minutes: 
Chairman Moody presented the approval of the April 28, 2022, minutes. Mr. Pellham moved to 
approve the minutes as written. Mr. Combs seconded the motion. The minutes were approved 
unanimously. 
 
 
 
Comptroller Investigations:  
 
East Sevier County Utility District 
Mr. Colona clarified and reminded the Board of what the Board was designed to do. The purpose 
of the board is to ensure that water, sewer, and gas systems are self-sustaining by first and foremost 
protecting the ratepayer. Mr. Colona then explained that Board staff had traveled to East Sevier 
County Utility District (ESCUD) to conduct interviews. There were several findings in the report. 
Mr. Colona referenced the Boards packet for information and further details, but that there were 
several main findings from staff’s investigation: Board Training, Contract Issues with Alliance 
Water Resources, Water Loss, Failure to Seek Funding for Capital Improvements, Customer 
Complains, Rates, and potential Conflict of Interest.  Mr. Colona briefly expounded upon each 
finding and Chairman Moody opened the discussion to the attending parties who wanted to address 
the Board.  
 
The first citizen to address the Board was Mr. Jerry Hayes. He lives on English Mountain and 
stated that the water system is failing. They have gone up to twelve days without water. He would 
like the commissioners removed and the managers held accountable. He believes the water loss is 
high due to negligence. He believes that the water is not drinkable as it barely meets minimum 
sanitary qualifications, and the iron level is the maximum level possible. He thanked the UMRB, 
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TDEC and the Comptroller’s office for all they have done. He asked for the state to call a state of 
emergency because current management and board have failed.  
 
Patricia Rogers then addressed the Board. She is also a current customer of ESCUD. She thanked 
the Comptroller and the UMRB for the hearing. She stated that the president of the board for 
ESCUD told her that they will never get consistent water. She stated that sometimes they do not 
have water for days at a time, and the water stains clothing. They are provided only 6 gallons of 
water per week during outages. 
 
Heather Fromm also addressed the Board. Ms. Fromm is a current customer of the District. She 
brought a bag with several items as evidence of the poor water quality. She had articles of stained 
clothing and bottles of discolored water she displayed for the board. She stated that she was out of 
water for 15 days over Christmas in 2020. She would like clean drinkable and consistent water. 
 
Chairman Moody thanked the public and then invited Mr. Doug Overbey to address the board. Mr. 
Overbey represents the Reserve at English Mountain. He informed the Board that Senator 
Sutherland had tried to attend that day, but he was sick. But he agrees with staff conclusions and 
recommendations that the Board should pursue ouster proceedings for the ECUD board. He noted 
that this is a first step, an important one but only the first. He requested the Board to continue 
oversight. 
 
Ms. Kaitlin Tweel then addressed the Board. Ms. Tweel represents ESCUD. She did not agree 
with the ousting recommendation. She informed the Board that ESCUD Board President, Mr. Ron 
Ivey, would be resigning that evening. She noted that the other two commissioners have spent a 
considerable amount about time serving and they want to help solve the issues with the systems. 
Ms. Tweel said that ESCUD is very aware of an aging system but that they are a remote area. She 
noted that the board has overseen improvements with rates in mind, and they have done what they 
could.  
 
Chairman Moody noted that the Board has read the staff recommendation. Mr. Colona clarified 
that if the Board were to continue with this proceeding the board is not ousted today, but that there 
is a process. Mr. Seth May explained the process of the contested case hearing.  
 
Mr. Pellham asked if the current board for ESCUD had served during the Alliance Water Services 
contract and through the water loss stated in staff’s report. Mr. Colona confirmed that the current 
board served over those years. Mr. Pellham asked how ESCUD board members would be replaced. 
Mr. Colona explained the process by which the County Mayor makes appointments. Mr. Pellham 
confirmed that the customers that addressed the Board today were current, and Mr. Colona 
confirmed they are.  
 
Mr. Moss noted that in dealing with water systems for over 30 years, he had had no other district 
have the chronic water shortage that they have.  
 
Board staff recommendations:  

1. The Board should order Board staff to initiate a contested case to determine whether the 
current Board of Commissioners of the East Sevier County Utility District should be 
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removed from their positions.   
 
Board staff are authorized to nonsuit or otherwise seek dismissal of this contested case 
should the members seated as of the date of this order resign or otherwise be removed 
from office.  
 

2. ESCUD shall have the Tennessee Association of Utility Districts, or another qualified 
expert as approved by Board staff, perform a rate study that includes the following:  

a. a review of the capitalization policy, including any recommended modifications;  
b. a review of the debt management policy, including any recommended 

modifications;  
c. the creation of a five-year capital asset budget, to be taken from the current capital 

asset list and to include future anticipated needs;  
d. a review of relevant utility fees including but not limited to connection or tap fees, 

including any recommended modifications;  
e. and a review of the leak adjustment policy, including any recommended 

modifications or adoption of such policy should one not exist. 
 

Mr. Moss moved to accept staff recommendations. Mr. Stone seconded the motion. The motion 
carried. 

 
Tarpley Shop Utility District 
 
Mr. Colona informed the Board that the District failed to file their annual information report with 
the Comptroller’s office. He shared that Board staff reviewed the District’s audit and saw a 
finding of the District contractor also being an employee of the district for over a decade. 
Communicating and receiving information from the District has been difficult. Board staff would 
like to open an investigation to get more information.  
 
Staff recommendations:  
 

1. Board staff shall investigate the Entity to address the financial, technical and managerial 
capacity of the Entity to comply with the requirements of any applicable federal and state 
laws or regulations. 
 

2. Board staff shall, with the full authority of the Board, issue subpoenas for the Entity’s 
manager, governing body, or any other necessary staff, to appear in-person before the 
Board at its first meeting of 2023 if the Entity does not comply fully with the Boards. 
Investigation.  
 

3. Board staff shall update the Board as to the status of this investigation at its first meeting 
of 2023. 

 
Mr. Pellham moved to accept staff recommendations. Mr. Stone seconded the motion. The motion 
carried. 
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Tuckaleechee Utility District 
 
Mr. Colona informed the Board that this District is not out of compliance with water loss 
requirements based on its reporting. But that Tuckaleechee Utility District (TUD) has engaged  
Rye Engineering.  Rye Engineering will work with the District to improve its water infrastructure 
Board staff is confident in this decision. They need a rate study and cost of service study. Board 
staff does not believe that TUA should do this work and that TUD should contract with someone 
by March 31, 2023. He provided an update on the investigation and Board staff recommends the 
following:  
 

1. a review of the capitalization policy, including any recommended modifications;  
 

2. a review of the debt management policy, including any recommended modifications; 
 

3. the creation of a five-year capital asset budget, to be taken from the current capital asset 
list and to include future anticipated needs; 
 

4. a review of relevant utility fees including but not limited to connection or tap fees, 
including any recommended modifications; 
 

5. and a review of the leak adjustment policy, including any recommended modifications or 
adoption of such policy should one not exist. 

 
Mr. Combs moved to accept staff recommendations. Mr. Pellham seconded the motion. The 
motion carried. 
 
 
Financial Distress: 
 
Bedford County Utility District 
 
Mr. Colona informed the board that this was a case of deficit net position due to it being a new 
system. He stated that they were a strong utility and recommended to the Board to release them 
and close the case.  
 
Staff recommendations: 
 

1. The Entity is officially released from the Boards oversight; 
 

2. Board staff shall close the Entity’s case for financial distress. 
 

Mr. Pellham moved to accept staff recommendations. Mr. Stone seconded the motion. The motion 
carried.  
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Blountville Utility District 
 
Mr. Colona stated that this was a case of financial distress due to the District joining TCRS and 
there was an increase in salaries and benefits. Furthermore, they completed their rate study with 
TAUD. Once board staff receive those final minutes that provide proof of implementation, board 
staff recommends:  

 
1. By March 31, 2023, the entity shall provide Board staff with proof of implementation 

of the recommendations. 
 

2. The Entity shall send financial updates to Board staff by March 1st and September 1st 
of each year beginning September 1, 2023, until the Board releases the Entity from its 
oversight.  

 
Mr. Moss moved to accept staff recommendations. Mr. Combs seconded the motion which passed 
unanimously. 
 
 
Bristol Bluff City Utility District 
 
Mr. Colona informed the Board that Board staff is confident with the progress that the Entity will 
make with TAUD. Board staff believes that a merger between Bristol Bluff City UD and South 
Fork Utility District could be an option in the best interest of both parties. Mr. Colona informed 
the Board that he was unsure of the best option for South Fork at this time. He also let the Board 
know that staff was asking for proforma financial statements and hope to receive those by April 
2023.  
 
Mr. Colona explained the staff recommendations: 

1. The Entity shall have the TAUD or another qualified expert as approved by Board staff, 
perform a cost of service study that includes the creation of pro forma statements that 
evaluate a merger between the Entity and South Fork Utility District.  

 
Mr. Pellham moved to accept staff recommendations. Mr. Combs seconded the motion which 
passed unanimously. 
 
 
Clearfork Utility District 
 
Mr. Colona explained that the District is very unresponsive. He read the following staff 
recommendation:  
 

1. The Entity shall have the Tennessee Association of Utility Districts, or another qualified 
expert as approved by Board staff, perform a rate study that includes the following: 

a. a review of the capitalization policy, including any recommended modifications; 
b. a review of the debt management policy, including any recommended 

modifications; 
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c. the creation of a five-year capital asset budget, to be taken from the current 
capital asset list and to include future anticipated needs; 

d. a review of relevant utility fees including but not limited to connection or tap 
fees, including any recommended modifications; 

e. verification that all governing body members of the utility are in compliance with 
all relevant training requirements; 

f. a review of the leak adjustment policy, including any recommended 
modifications or adoption of such policy should one not exist; 

g. and a review of any possible mergers with surrounding utilities including a 
preliminary judgment on whether any merger options are feasible and should be 
explored further. 

 
2. By March 31, 2023, the Entity shall send Board staff a copy of the contract between the 

Entity and the qualified expert who is to perform the tasks in paragraph 1. 
 

3. By July 31, 2023 the Entity shall provide Board staff with the completed rate study and 
either proof of implementation of the resulting recommendations or a proposed plan of 
implementation. 

 
4. Board staff is given the authority to grant one extension of up to six months of the 

foregoing deadlines upon a showing of good cause by the Entity. 
 

5. If the Entity does not comply with any provision of this order Board staff shall, with full 
authority of the Board, subpoena the Entity's utility manager and all governing board 
members to compel their attendance at the next Board meeting. 

 
 
Mr. Moss moved to accept staff recommendations. Mr. Stone seconded the motion which passed 
unanimously.  
 
 
Griffith Creek Utility District 
 
Mr. Colona informed the board that this District had contracted with Big Creek Utility District to 
do a lot of work and that they were financially doing much better. Board staff recommends the 
following:  
 

1. The Entity is officially released from the Board’s oversight for financial distress. Board 
staff will close the Entity’s financial distress case. 

2. The Entity remains under Board oversight for excess water loss.  
 
Mr. Combs moved to accept staff recommendations. Mr. Pellham seconded the motion which 
passed unanimously.  
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Iron City Utility District 
 
Mr. Colona informed the Board that the District should be added to the update cycle and that they 
have implemented all requirements.  
 
The Board should order the following:  
 

1. The Entity shall send financial updates to Board staff by March 1st and September 1st of 
each year beginning March 1st, 2023, until the Board releases the Entity from its oversight. 

 

Mr. Pellham moved to accept staff recommendations. Mr. Moss seconded the motion which passed 
unanimously.  
 
Mooresburg Utility District 
 
Mr. Colona informed the board that the previous order was not complied with. But we did not find 
that out until the last UMRB meeting. Board staff requested the following: 
 

1. The Entity shall have the Tennessee Association of Utility Districts, or another qualified 
expert as approved by Board staff, perform a rate study that includes the following: 

a. a review of the capitalization policy, including any recommended modifications; 
b. a review of the debt management policy, including any recommended 

modifications; 
c. the creation of a five-year capital asset budget, to be taken from the current capital 

asset list and to include future anticipated needs; 
d. a review of relevant utility fees including but not limited to connection or tap fees, 

including any recommended modifications; 
e. verification that all governing body members of the utility are in compliance with 

all relevant training requirements; 
f. a review of the leak adjustment policy, including any recommended modifications 

or adoption of such policy should one not exist; 
g. and a review of any possible mergers with surrounding utilities including a 

preliminary judgment on whether any merger options are feasible and should be 
explored further. 

 
2. By May 1 2023, the Entity shall send Board staff a copy of the contract between the 

Entity and the qualified expert who is to perform the tasks in paragraph 1. 
 

3. By May 1, 2023, the Entity shall complete its 2023 Annual Information Report. 
 

4. By September 1, 2023, the Entity shall provide Board staff with the completed rate study 
and either proof of implementation of the resulting recommendations or a proposed plan 
of implementation. 
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5. The Commissioners of the Mooresburg Utility District, along with the District's general 
manager (or other employee(s) who perform the duties traditionally assigned to a general 
manager), will attend the first regularly-scheduled UMRB meeting in 2023. Board staff, 
acting with the Board's authority, will issue subpoenas to ensure these individuals' 
attendance. Board staff are further authorized to pursue this matter in Chancery court if 
necessary to secure attendance. 

 
Mr. Pellham asked if the District explained why they did not implement. Mr. Colona said that the 
office employee has another fulltime job, but that was not an excuse. 
 
Mr. Pellham moved to accept staff recommendations. Mr. Stone seconded the motion which 
passed unanimously.  
 
 
Utility Revitalization Fund 
 
Mr. May explained the grant and how it can be used. He explained to the Board that part of the 
legislation includes the Board drafting rules. Mr. May said the rules had been red lined and 
clarified. There were no comments at the hearing. Board staff will then submit to the Attorney 
General’s office and the Secretary of State’s office.  
 
Mr. Moss moved to accept the redlined rules. Mr. Stone seconded the motion which passed 
unanimously.  
 
 
Meeting Dates for 2023 
 
Mr. Colona stated the three dates for the upcoming year:  
 
April 20, 2023 
August 31, 2023 
December 7, 2023 
 
Mr. Combs had a conflict on the April 20th date, and Mr. Colona said they would keep that date. 
 
Mr. Stone moved to accept 2023 dates. Mr. Pellham seconded the motion which passed 
unanimously.  
 
 
Board Discussion:  
 
None 
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Adjournment:  
 
Mr. Pellham moved to adjourn the meeting; Mr. Combs seconded. Chairman Moody adjourned 
the meeting at 11: 23 am.  
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Financial Distress Release 
 
The following entities have complied with Board directives to remedy financial distress. Board 
staff recommends the following entities be released from Board oversight. 
 
Carderview Utility District 
Jackson County Utility District 
Lone Oak Utility District 
Minor Hill Utility District 
Sneedville Utility District 
Webb Creek Utility District 
 
Staff Recommendation: 
 
The Board should order the following to the above referenced entities: 
 
1. The Entity is officially released from the Board's oversight. 
 
2. Staff and Counsel shall close the case. 
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Financial Distress Release, Retain Water Loss 
 
The following entities have complied with Board directives to remedy financial distress, but 
these utilities have still demonstrated non-compliance with water loss standards. Board staff 
recommends the following entities be released from Board oversight for financial distress. 
 
Jackson County Utility District 
Roan Mountain Utility District 
 
Staff Recommendation: 
 
The Board should order the following to the above referenced entities: 
 
1. The Entity’s financial distress case is officially released from the Board's oversight. 
 
2. Staff and Counsel shall close the financial distress case. 
 
3. The Entity’s water loss case shall remain open under the Board’s oversight.  
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Water Loss Violations 
 
The following entities have been referred to the Board for excessive water loss. These entities 
have not completed the AWWA 6.0 Water Loss Tool through the confirmation of a third party. 
 
Mooresburg Utility District 
 
Staff Recommendation: 
 
The Board should order the following to the above referenced entities: 
 
1. By June 30, 2023, the Entity shall have the Tennessee Association of Utility Districts, or 
another qualified expert as approved by Board staff, complete the AWWA Free Audit Software 
version 6.0. 
 
2. By April 28, 2023, the Entity shall send Board staff proof of engagement between the Entity 
and the qualified expert who is to perform the tasks in paragraph 1. 
 
3. By July 15, 2023, the Entity shall send Board staff the completed report from the tasks in 
paragraph 1. 
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Water Loss Plan 
 
The following entities have been referred to the Board for excessive water loss. These entities 
have since completed the AWWA 6.0 Water Loss Tool through the confirmation of a third party. 
 
Arthur-Shawanee Utility District 
Bean Station Utility District 
Bon de Croft Utility District 
Copper Basin Utility District 
County Wide Utility District 
Cross Anchor Utility District 
Dyersburg-Suburban Utility District 
East Sevier County Utility District 
First Utility District of Carter County 
First Utility District of Hawkins County 
Gibson County Water District 
Griffith Creek Utility District 
Iron City Utility District 
Roan Mountain Utility District 
North West Utility District 
Northwest Dyersburg Utility District 
Northwest Henry Utility District 
South Elizabethton Utility District 
Surgoinsville Utility District 
 
Staff Recommendation: 
 
The Board should order the following to the above referenced entities: 
 
1. The Entity shall send Board staff an update by June 30, 2023, that details their plan to improve 
their non-revenue water and validity score. This plan should include any capital improvements 
that are to be made. 
 
2. The Entity shall remain under Board supervision until the Board releases the Entity from its 
oversight. 
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Training Violations 
 
The following entities have been referred to the Board for non-compliance with applicable 
governing body member training requirements. 
 
Calhoun-Charleston Utility District 
Lone Oak Utility District 
Mooresburg Utility District 
 
Staff Recommendation: 
 
The Board should order the following to the above referenced entities: 
 
1. By June 30, 2023, the Entity shall send Board staff proof that all members of the utility 
system's governing body have complied with the applicable training requirements. 
 
2. Should the Entity fail to comply with any directive in this order, Board staff and Counsel shall 
issue subpoenas for the Entity's governing body to appear in-person before the Board during its 
next meeting following non-compliance with this order. 
 
3. If the Entity shows that all governing body members are compliant with training requirements 
and Board staff are unaware of any reason for which the Entity should remain under Board 
supervision, Board staff may close the Entity's case without further action by the Board.   
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Annual Information Report 
 

The following entities have not complied with completing the Annual Information Report which 
is filed with the Comptroller of the Treasury. 
 
Brownlow Utility District 
Clearfork Utility District 
Grandview Utility District 
Minor Hill Utility District 
Samburg Utility District 
Siam Utility District 
West Point Utility District 
 
Staff Recommendation: 
 
1. The entity shall complete the Annual Information Report by May 31, 2023. 
 
2. Should the Entity fail to comply with any directive in this order, Board staff and Counsel shall 
issue subpoenas for the Entity's governing body to appear in-person before the Board during its 
next meeting following non-compliance with this order. 
 
3. If the Entity shows compliance with completing the Annual Information Report and Board 
staff are unaware of any reason for which the Entity should remain under Board supervision, 
Board staff may close the Entity's case without further action by the Board. 
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Jason E. Mumpower
Comptroller

Entity Referred:                         Cold Springs Utility District

Referral Reason:                       Decrease In Net Position

Utility Type Referred:                Water

Staff Summary:
Cold Springs Utility District ("the Entity") has been under Utility Management Review Board ("the
Board") oversight for financial distress since 2020. The Entity has provided board staff with a
completed rate study but has not provided proof of the implementation of the resulting
recommendations.

The rate study details the following: 

"The five original customers were Ross Wilcox, J.R. Cress, Bill Farmer, Doug Icnehour, and Charlie
Icenhour which the District refers to as “water rights customers.” The District is continuing to provide
water at no cost to five accounts. Three of these five accounts have relatives living in the homes of two
of the original “water rights” customers. The District
believes most, if not all, of the original five water rights customers are deceased. The District meters
water sold to these five accounts. These five accounts use approximately 300,000 gallons of water per
year which accounts for a little over 2% of the District’s total water sales in usage. If the water rights
customer accounts were billed for water used at current rates, the District would generate about $5,000
in additional revenue annually. When any of these accounts have high usage, the District notifies the
customer of the high usage and requires any leaks behind the meter be repaired."

TAUD was unable to provide judgment on whether or not it would be worth pursuing payment from
these customers moving forward. Board staff believes the Entity should investigate this matter further
by consulting with their attorney on the best way to move forward.

 Staff Recommendation:

1.   By July 31, 2023, the Entity shall provide Board staff with proof of implementation of the resulting
recommendations or a proposed plan of implementation. 

2.   By July 31, 2023 the Entity shall consult with its attorney to determine whether it is in the Entity's
best interest to pursue legal proceedings to settle the issue in regards to providing water at no cost to its
five water rights customers.

3.   The Entity shall send financial updates to Board staff by March 1st and September 1st of each year
beginning September 1, 2023 until the Board releases the Entity from its oversight.

4.   Board staff is given the authority to grant one extension of up to six months of the foregoing
deadlines upon a showing of good cause by the Entity.
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Cold Springs Utility District
Category: Water County: Johnson

2019 2020 2021 2022

Net Assets $1,587,091.00 $1,560,410.00 $1,502,392.00 $1,529,262.00

Deferred Outflow Resources $0.00 $0.00 $0.00 $0.00

Net Liabilities $246,404.00 $226,436.00 $173,096.00 $193,378.00

Deferred Inflow Resources $0.00 $0.00 $0.00 $0.00

Total Net Position $1,340,687.00 $1,333,974.00 $1,329,296.00 $1,335,884.00

Operating Revenues $241,284.00 $272,036.00 $284,295.00 $285,260.00

Net Sales $222,677.00 $253,236.00 $267,258.00 $271,991.00

Operating Expenses $241,045.00 $270,811.00 $279,214.00 $273,641.00

Depreciation Expenses $61,348.00 $61,453.00 $60,340.00 $58,144.00

Non Operating Revenues -$8,777.00 -$7,938.00 -$9,759.00 -$5,031.00

Capital Contributions $0.00 $0.00 $0.00 $0.00

Transfers In $0.00 $0.00 $0.00 $0.00

Transfers Out $0.00 $0.00 $0.00 $0.00

GAAP Change In Net Position -$8,538.00 -$6,713.00 -$4,678.00 $6,588.00

Statutory Change In Net Position -$8,538.00 -$6,713.00 -$4,678.00 $6,588.00
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INTRODUCTION 
 
Description of the Cold Spring Utility District Water System 
 

Cold Springs Utility District (the District) provides water service in Johnson County.  
The District’s board of commissioners has three members who are appointed by the Johnson 
County Mayor.  As of August 31, 2021, the District had 344 water customers.  The District gets 
its raw water supply from an underground spring and operates a water treatment plant with a 
design capacity of 225,000 gallons per day. 

 
The District does not provide sewer service.  The District has 67 water customers who 

receive sewer service from Mountain City.  By agreement, the District bills and collects 
Mountain City sewer charges and remits the sewer revenue collected to Mountain City less a 5% 
administrative fee.  
 

The District was referred to the Utility Management Review Board (UMRB) upon the 
submission of its audit for its fiscal year ending August 31, 2019, because it met the statutory 
definition for a financially distressed utility district.  The system had a negative change in net 
position for two consecutive years without regard to any grants or capital contributions for its 
fiscal years ending August 31, 2018, and August 31, 2019.   

 
The District’s had a negative change in net position of ($6,713) for its fiscal year ending 

August 31, 2020, and of ($4,678) for its fiscal year ending August 31, 2021. 
 
History of Rates and Existing Rate Structure 
 

Since the District was referred to the UMRB, it has increased its water rates two times.  
The District’s current water rates which became effective September 1, 2022, are as follows.   
 
 Minimum Bill (includes 1,500 gallons)  $36.49 
 Over 1,500 gallons     $13.64 per 1,000 gallons 
 
A customer using 4,000 gallons of water a month pays a water bill of $70.59. 
 
 The District had a position change in net position for its fiscal year ending August 31, 
2022 of $6,588. 
 

The balance of the Cash and Investments accounts of the water and sewer fund as of 
September 1, 2022, was $167,258.  
 
Utility Management Review Board Order 
 

On March 21, 2021, and October 28, 2021, the UMRB issued orders directing the District to 
do the following items. 
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1) The District was directed to hire a qualified expert to perform a rate study to include the 
following items: 

 
• a review of the debt management policy; 
• a review of the capitalization policy; 
• a review of customer rights to the spring and any related impact to water loss 

improvement; 
• a review of the leak adjustment policy; and 
• A review of the connection, reconnection, and tap fees. 

 
2) By December 15, 2021, the District shall send Board staff a copy of the contract between 

the District and the qualified expert who is to perform the tasks in the Board's March 16, 
2021 order. 
 

3) By August 5, 2022, the District shall provide Board staff with the completed rate study 
and either proof of implementation of the resulting recommendations or a proposed 
plan of implementation. 
 

4) Board staff is given the authority to grant one extension of up to six months of the 
foregoing deadlines upon a showing of good faith by the District.  
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RECOMMENDATIONS 
 
 
Recommendation #1 
 
The District needs to adopt the Five-Year Capital Asset Plan attached as Exhibit 1. 
 
Recommendation #2 
 
TAUD recommends that effective September 1, 2023, the District decrease the gallons included 
in the monthly minimum bill from 1,500 gallons to 1,000 gallons and adopt the following new 
monthly water service rates: 
 
 Minimum bill (includes 1,000 gallons) $38.00  
 Over 1,000 gallons    $15.00 per 1,000 gallons  
 
Recommendation #3 
 
TAUD recommends the District adopt the Leak Protection Policy prepared by TAUD which 
incorporates the terms and conditions for the leak protection coverage the District provides its 
residential customers using the ServLine Program. 
 
Recommendation #4 
 
TAUD suggests that the District’s board of commissioners consult an attorney to determine 
whether it is in the District’s best interests to pursue some type of legal proceeding to settle the 
issue of providing free water to its five water rights customers.   
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FIVE YEAR CAPITAL ASSET PLAN  
 

Based upon an Engineering Report prepared by W & W Engineering, LLC on water 
system upgrades needed for the District, TAUD prepared a Five-Year Capital Asset Plan. 
 

The District should adopt the Five-Year Capital Asset Plan attached to this Report as 
Exhibit 1.  
 
 
RATE STUDY AND PROPOSED PLAN OF ACTION 
 

To determine whether existing rates will produce sufficient revenues to make the 
District’s water system self-supporting, TAUD first projected a Statement of Revenues and 
Expenses and Changes in Net Position for the District’s water fund for its fiscal year ending 
August 31, 2023, to use as its test year.  Revenues were projected using existing rates for the 
five-year projection period.  

 
TAUD projected operation and maintenance expenses and debt service payments for the 

test year by:  (1) reviewing historical information from the five previous years; (2) reviewing the 
District’s budget for its fiscal year ending August 31, 2023; and (3) considering any known and 
anticipated changes during the test year based upon discussions with the District. See Exhibit 2 
attached to this Report. 
 
 Then, TAUD projected Statements of Revenues and Expenses and Changes in Net 
Position for the District for its fiscal years ending August 31 of 2024, 2025, 2065, and 2027.  See 
Exhibit 3 attached to this Report. 
 
Revenue Projections: 
 

• Charges for service for the test year, were projected by taking the District’s actual annual 
water usage reports as of August 31, 2021, and applying the District’s water rates in 
effect on September 1, 2022, to this actual usage.  The charges for service includes sewer 
revenues which are collected for Mountain City sewer customers.  The sewer charges 
collected for Mountain City shown as an expense called purchased sewer service.  
 

• The following revenues were projected based upon the average of the last two fiscal years 
ending August 31 of 2021 and 2022: 
 
 Late charges 
 New tap fees 
 Leak insurance 
 Other fees 
 Interest income  
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• Since 2018 the District has experienced no customer growth.  Therefore, the water 
revenues for the remaining four years of the five-year projection period do not include 
any revenue increases based upon annual customer growth.   
 

 Expense Projections:  

    
• All operating expenses for the test year except depreciation were projected based upon 

the average of these expenses for the District’s last two fiscal years ending August 31 of 
2021 and 2022 plus a 2% inflation factor. 
 

• Depreciation for the test year is based upon the District’s depreciation for the fiscal year 
ending August 31, 2022. 
 

• All operating expenses except depreciation were projected to increase by the following 
due to inflation using the following rates: 
 
Fiscal year ending August 31, 2024    2.5% 
Fiscal years ending August 31, 2025, 2026 and 2027   2.0% 
 

• Annual depreciation expenses for the remaining four years of the five-year projection 
period are projected based upon the District’s existing fixed asset schedule and on the 
new capital assets included in the capital asset plan during the five-year projection period. 
 

• Interest expense during the five-year projection period is based on the debt amortization 
schedules of existing debt.  

 
Revenue Sufficiency and Rate Modifications Required 
     

TAUD projects that the District will have a negative change in net position of ($2,329) 
for the test year ending August 31, 2023, not including capital contributions and grant revenue.  
The operating ratio for the District will be 1.01% for the test year at existing rates.   

 
Rates should be set to produce revenues to achieve an operating ratio of at least 1.1% and 

to cover the District’s annual interest expenses.  Based upon TAUD’s projections, the District 
will continue to have a negative change in net position for the remaining four years in the five-
year projection period.   
 
Effective September 1, 2023: 
 
 TAUD recommends that the District modify its rates effective September 1, 2023.  The 
District should decrease the gallons included in the monthly minimum bill from 1,500 gallons to 
1,000 gallons and adopt the following rates: 
 

  Minimum bill (include 1,000 gallons) $38.00  
  Over 1,000 gallons    $15.00 per 1,000 gallons 
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TAUD projects these rate changes will produce a positive change in net position of $17,521 for 
the District’s fiscal year ending August 31, 2024 and will give the District an operating ratio of 
1.07% 

 
Future Rate Increases: 
 
 TAUD projects that the District will need a rate adjustment effective September 1, 2024.  
TAUD suggests that effective September 1, 2024, the District decrease the gallons included in 
the monthly minimum bill from 1,000 gallons to 500 gallons and increase its usage rate to $15.25 
per 1,000 gallons.   TAUD projects this change will produce a positive change in net position of 
$37,246 for the District’s fiscal year ending August 31, 2025, and will give the District an 
operating ratio of 1.13% 

 
TAUD projects that the District will need a rate adjustment effective September 1, 2025.  

TAUD suggests that effective September 1, 2025, the District decrease the gallons included in 
the monthly minimum bill from 500 gallons to 250 gallons. 
 

TAUD does not recommend that the District adopt any rate changes now after the 
September 1, 2023 recommended rate increase.  Most of the expenses projected during the five-
year projection period assume a specific annual rate of inflation.  The current high level of 
inflation may affect these annual inflation rate assumptions.  Moreover, any capital 
improvements made by the District to its water system which are not included in the capital asset 
plan will increase depreciation expenses over those projected by TAUD.  Therefore, the District 
will need to review its current rates annually as a part of the budgetary process each year to 
ensure that rates recommended will continue to produce sufficient revenues to give the District a 
positive change in net position and to maintain an operating ratio of at least 1.1% in future fiscal 
years. 

 
Projected Cash and Investments Schedule 
 

If the District adopts TAUD’s suggested rate increases through September 1, 2025, the 
District should have a cash and investments balance of $535,673 as of August 31, 2027.  The 
District’s Projected Cash and Investments Balance Schedule is attached as Exhibit 4.    
 
 
DEBT MANAGEMENT POLICY 
 

The District adopted a debt management policy on November 19, 2011, which is attached 
as Exhibit 5 to this Report.  The debt management policy includes the provisions recommended 
by the State Funding Board for public entities.  Therefore, no action needs to be taken on the 
District’s debt management policy.   
   
 
CAPITALIZATION POLICY  
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 TAUD reviewed the District’s current capitalization policy and does not recommend any 
changes to the policy.   
 
 
LEAK ADJUSTMENT POLICY 
 
 TAUD reviewed the District’s leak adjustment policy.  The District has purchased leak 
adjustment insurance coverage for its customers from ServLine.  Therefore, the District does not 
give leak adjustments anymore.  The District’s former leak adjustment policy is simply the basis 
for the leak adjustment coverage provided by ServLine. 
 
 TAUD suggests that the District adopt a Leak Protection Policy which incorporates the 
ServLine Program to replace its current leak adjustment policy.  TAUD has prepared a suggested 
Leak Protection Program Policy for the District to adopt which is attached as Exhibit 6 to this 
Report. 
 
 
CONNECTION, RECONNECTION, AND TAP FEES 
 

The District’s current water tap fees are $1,000 for short-side taps and $1,100 for long-
side taps.  TAUD reviewed the costs the District incurs for the installation of these taps.  The tap 
fees cover the expenses the District incurs to install these water taps; therefore, TAUD does not 
recommend any changes to the current tap fees.    

 
The District’s connection fee for new water service is $25.00 for water and its connection 

fee for water and sewer service is $50.00. (The District does not provide sewer service but takes 
applications for Mountain City which provides sewer service to a small number of District water 
customers.)  The District’s reconnection fee to reinstated service after service termination for 
non-payment is $25.00.  TAUD believes that these fees may not fully recover the District’s costs.  
However, the District’s management prefers not to change these fees due to the adverse financial 
impact any increase would have on its customers.  Because the revenue the District derives from 
these fees is very small, TAUD believes the decision to keep these fees at their current level 
should be left to the discretion of the District’s management.  Therefore, TAUD does not 
recommend any changes to the connection and reconnection fees.  

  
 

CUSTOMER RIGHT TO THE SPRING AND ANY RELATED IMPACT TO WATER 
LOSS IMPROVEMENT 
 
 In 1990, the District acquired the assets of the Johnson City Utility District.  TAUD 
understands that at that time, the Johnson City Utility District had agreed to provide water at no 
cost to five customers to compensate them for the water Johnson City Utility District obtained 
from springs purported owned by these five customers.  See the minutes of Johnson County 
Commission dated November of 1990 attached as Exhibit 7.  The District has continued this 
arrangement.  The District was not able to provide TAUD with any other documents to verify 
this arrangement.   
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 The five original customers were Ross Wilcox, J.R. Cress, Bill Farmer, Doug Icnehour, 
and Charlie Icenhour which the District refers to as “water rights customers.” The District is 
continuing to provide water at no cost to five accounts.  Three of these five accounts have 
relatives living in the homes of two of the original “water rights” customers.  The District 
believes most, if not all, of the original five water rights customers are deceased.  
 
 The District meters water sold to these five accounts.  These five accounts use 
approximately 300,000 gallons of water per year which accounts for a little over 2% of the 
District’s total water sales in usage.  If the water rights customer accounts were billed for water 
used at current rates, the District would generate about $5,000 in additional revenue annually.  
When any of these accounts have high usage, the District notifies the customer of the high usage 
and requires any leaks behind the meter be repaired.   
 
 TAUD is uncertain what action the District should take in regard to these water rights 
customers.  The District is unable to find any written agreements between the original five water 
rights customers and the District or its predecessor which sets forth the terms and conditions for 
receiving water at no cost.  Several questions would have to be answered for the District to 
determine whether it should change the current set up.  If the original five water rights customers 
were entitled to free water, did this agreement run with the land so their heirs also get free water?  
If the five accounts do not continue to get free water, how should or must the District 
compensate the landowners of the springs for the District’s water supply?  How much will a 
legal proceeding cost the District to determine whether the current water rights account holders 
should continue to get free water?  Have the District’s actions in not challenging the provision of 
free water through the years somehow waived any rights the District may have? 
 
 At a minimum, TAUD suggest that the District’s board of commissioners consult an 
attorney to determine whether it is in the District’s best interests to pursue some type of legal 
proceeding to settle the issue of providing free water to these five water rights customers.  
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Exhibit 1

8/31/2023 8/31/2024 8/31/2025 8/31/2026 8/31/2027
Water Line Replacements ‐                          ‐                           191,600.00            ‐                           ‐                          
Line & Service Upgrades ‐                          ‐                           72,100.00              ‐                           ‐                          
Zone Meters ‐                          45,500.00              ‐                           ‐                           ‐                          
Repair Spring Box ‐                          ‐                           75,000.00              ‐                           ‐                          
Water Line Upgrades ‐                          ‐                           50,000.00              50,000.00              ‐                          
Upgrade Turbidimeters ‐                          28,000.00              ‐                           ‐                           ‐                          
Update Telemetry ‐                          50,000.00              ‐                           ‐                           ‐                          
Static Mixer ‐ Valley View Tank ‐                          16,000.00              ‐                           ‐                           ‐                          
Radio Read Meters ‐                          110,000.00            ‐                           ‐                           ‐                          

‐                              249,500                 388,700                 50,000                   ‐                              

Depreciation ‐                              20,833                   30,551                   31,801                   31,801                  

  Total Capital Outlay & Depreciation ‐                              270,333                 419,251                 81,801                   31,801                  

Source of Funds
  Loans ‐                              ‐                               ‐                               ‐                               ‐                              
  Grants ‐                              199,600                 310,960                 40,000                   ‐                              
  Cash  ‐                              49,900                   77,740                   10,000                   ‐                              

  Total Funding Sources ‐                              249,500                 388,700                 50,000                   ‐                              

Cold Springs Utility District
Five Year Capital Asset Plan
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Exhibit 2

Budget Last 2  Test Year
22‐23 Year Average FY 22‐23 Explanation

Operating Revenues:
  Charge for Services 279,952             269,625             266,991             Used calculated amount, includes sewer
  Late Charges 5,064                  4,600                  4,600                  Used last 2 year average
  New Tap Fees 3,000                  2,050                  2,050                  Used last 2 year average
  Leak Insurance 7,566                  8,147                  8,147                  Used last 2 year average
  Other Fees 733                      357                      357                      Used last 2 year average

Total Operating Revenues 296,315             284,778             282,145            

Operating Expenses:
  Auto Expenses 2,901                  2,266                  2,311                  Used last 2 year average + 2%
  Bank Fees 495                      686                      699                      Used last 2 year average + 2%
  Chemicals 3,878                  5,397                  5,504                  Used last 2 year average + 2%
  Computers 470                      75                        76                        Used last 2 year average + 2%
  Conferences 1,168                  808                      824                      Used last 2 year average + 2%
  Contract Labor 6,572                  10,216                10,420                Used last 2 year average + 2%
  Depreciation 70,000                59,242                58,144                Used 2022 amount
  Dues & Subscriptions 1,571                  1,540                  1,571                  Used last 2 year average + 2%
  Engineering 1,381                  1,301                  1,327                  Used last 2 year average + 2%
  Equipment Rental 260                      786                      ‐                           N/A
  Insurance 9,043                  14,285                14,570                Used last 2 year average + 2%
  Leak & Line Insurance 7,775                  3,356                  3,423                  Used last 2 year average + 2%
  Membership Dues 306                      350                      357                      Used last 2 year average + 2%
  Office Supplies 1,316                  1,591                  1,623                  Used last 2 year average + 2%
  Wages 98,011                102,408             104,456             Used last 2 year average + 2%
  Postage & Delivery 1,428                  1,373                  1,400                  Used last 2 year average + 2%
  Professional Fees 4,162                  4,230                  4,315                  Used last 2 year average + 2%
  Program Fees 2,051                  597                      609                      Used last 2 year average + 2%
  Purchased Sewer Service 29,174                29,014                29,594                Used last 2 year average + 2%
  Repairs & Maintenance 6,777                  12,334                12,581                Used last 2 year average + 2%
  Supplies 13,632                6,670                  6,803                  Used last 2 year average + 2%
  Telephone 2,341                  2,405                  2,453                  Used last 2 year average + 2%

Cold Springs Utility District ‐ Test Year
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  Travel 1,113                  745                      759                      Used last 2 year average + 2%
  Utilities 13,066                11,862                12,099                Used last 2 year average + 2%
  Miscellaneous 719                      1,247                  1,271                  Used last 2 year average + 2%
  Water Analysis 1,452                  1,650                  1,683                  Used last 2 year average + 2%

Total Operating Expenses 281,062             276,428             278,871            

Operating Income (Loss) 15,253                8,350                  3,274                 

Nonoperating Revenues (Expenses)
  Interest Income 106                      108                      108                      Used last 2 year average
  Interest Expense (9,616)                (7,503)                (5,711)                Used amortization amount
Total Nonoperating Revenues 
(Expenses) (9,510)                (7,395)                (5,603)               

Change in Net Position before 
Contributed Capital and Grants 5,743                  955                      (2,329)               

Contributed Capital and Grants ‐                           ‐                           ‐                          

Change in Net Position 5,743                  955                      (2,329)               
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Exhibit 3

Projected Projected Projected Projected Projected
8/31/2023 8/31/2024 8/31/2025 8/31/2026 8/31/2027

Operating Revenues:
  Charge for Services 266,991             266,991             266,991             266,991             266,991            
  Late Charges 4,600                  4,600                  4,600                  4,600                  4,600                 
  New Tap Fees 2,050                  2,050                  2,050                  2,050                  2,050                 
  Leak Insurance 8,147                  8,147                  8,147                  8,147                  8,147                 
  Other Fees 357                     357                     357                     357                     357                    

Total Operating Revenues 282,145             282,145             282,145             282,145             282,145            

Operating Expenses:
  Auto Expenses 2,311                  2,369                  2,416                  2,465                  2,514                 
  Bank Fees 699                     717                     731                     746                     761                    
  Chemicals 5,504                  5,642                  5,755                  5,870                  5,987                 
  Computers 76                       78                       79                       81                       83                      
  Conferences 824                     844                     861                     878                     896                    
  Contract Labor 10,420                10,681                10,894                11,112                11,335               
  Depreciation 58,144                78,977                88,695                89,945                89,945               
  Dues & Subscriptions 1,571                  1,610                  1,642                  1,675                  1,709                 
  Engineering 1,327                  1,360                  1,387                  1,415                  1,443                 
  Insurance 14,570                14,934                15,233                15,538                15,849               
  Leak & Line Insurance 3,423                  3,508                  3,578                  3,650                  3,723                 
  Membership Dues 357                     366                     373                     381                     388                    
  Office Supplies 1,623                  1,663                  1,697                  1,731                  1,765                 
  Wages 104,456             107,067             109,208             111,393             113,620            
  Postage & Delivery 1,400                  1,435                  1,464                  1,493                  1,523                 
  Professional Fees 4,315                  4,422                  4,511                  4,601                  4,693                 
  Program Fees 609                     624                     637                     649                     662                    
  Purchased Sewer Service 29,594                30,334                30,941                31,560                32,191               
  Repairs & Maintenance 12,581                12,895                13,153                13,416                13,684               
  Supplies 6,803                  6,973                  7,112                  7,255                  7,400                 
  Telephone 2,453                  2,514                  2,564                  2,615                  2,668                 
  Travel 759                     778                     794                     810                     826                    
  Utilities 12,099                12,402                12,650                12,903                13,161               
  Miscellaneous 1,271                  1,303                  1,329                  1,356                  1,383                 
  Water Analysis 1,683                  1,725                  1,760                  1,795                  1,831                 

Total Operating Expenses 278,871             305,223             319,465             325,331             330,039            

Operating Income (Loss) 3,274                  (23,078)              (37,320)              (43,186)              (47,894)             

Nonoperating Revenues (Expenses)
  Interest Income 108                     108 108 108 108
  Interest Expense (5,711)                (5,339)                (4,951)                (4,550)                (4,310)               
Total Nonoperating Revenues 
(Expenses) (5,603)                (5,231)                (4,843)                (4,442)                (4,202)               

Cold Springs Utility District ‐ Projected Statements of Revenues and Expenses and Changes in 
Net Position
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Change in Net Position before 
Suggested Rate Increase (2,329)                (28,309)              (42,163)              (47,628)              (52,096)             

Revenue from Suggested Rate 
Increase N/A 45,830                79,409                95,147                95,147               

Change in Net Position (2,329)                17,521                37,246                47,519                43,051               

OPERATING RATIO ‐FROM 
SCORECARD FORMULA 1.01                    1.07                    1.13                    1.16                    1.14                   

Operating Ratio: from Scorecard

OPERATING RATIO ‐ AS DEFINED 
ONLINE AND FROM OTHER 
FINANCIAL SOURCES 0.99                    0.93                    0.88                    0.86                    0.87                   

Operating Ratio: Operating Expenses / Sales (including revenue from suggested rate increase)
The lower operating ratio the better.  
The above means that .95 of every $1.00 of sales goes to operating expenses, 
Generally, we want this number to be lower.  

NOTE:  Due to inflation factors, we estimated all expenses to increase by 2.5% for FY 2024, then 2% thereafter, with the 
exception of depreciation and interest expense.  Depreciation expense was increased each year by new asset depreciation 
from the 5 year plan.  Interest expense was taken from the amortization schedules. 

Operating Revenue / Operating Expenses (including revenue from suggested rate 
increase)
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Projected Projected Projected Projected Projected
8/31/2023 8/31/2024 8/31/2025 8/31/2026 8/31/2027

Beginning Balance 162,571               209,095               246,029               284,179               402,260              

Sources of Funds
  Charge for Services *** 266,991                312,821                346,400                362,138                362,138               
  Late Charges 4,600                    4,600                    4,600                    4,600                    4,600                   
  New Tap Fees 2,050                    2,050                    2,050                    2,050                    2,050                   
  Leak Insurance 8,147                    8,147                    8,147                    8,147                    8,147                   
  Other Fees 357                       357                       357                       357                       357                      
  Interest Income 108                       108                       108                       108                       108                      
  Grants ‐                              199,600                310,960                40,000                  ‐                             

  Total Sources of Funds 282,253                527,683                672,622                417,400                377,400               

Uses of Funds
  Operating Expenses 278,871                305,223                319,465                325,331                330,039               
  Depreciation (58,144)                (78,977)                (88,695)                (89,945)                (89,945)               
  Interest Expense 5,711                    5,339                    4,951                    4,550                    4,310                   
  Principle Paid on Debt 9,291                    9,663                    10,051                  9,383                    4,270                   
  Purchase of Capital Assets ‐                              249,500                388,700                50,000                  ‐                             

  Total Uses of Funds 235,729                490,748                634,473                299,319                248,674               

Ending Balance 209,095               246,029               284,179               402,260               530,986              

*** Includes revenue from recommended rate increase

Cold Springs Utility District ‐ Projected Cash & Investment Statement

NOTE:  This synopsis from beginning funds to ending funds does not include accounts receivable, accounts payable, fixed 
asset or any other adjustments made to the balance sheet.  This is a "cash basis" summary.
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DEBT MANAGEMENT POLICY 

Introduction 

Debt management policies provide written guidance about the amount and type of debt issued by 
local governments, the issuance process, and the management of the debt portfolio. A debt 
management policy tailored to the needs of the Board of Commissioners (the "Governing Body") 
of the Cold Springs Utility District of Mountain City, Tennessee (the "District") can improve the 
quality of decisions, identify and disclose parameters relating to the structure and issuance of 
debt, identify policy goals, and provide a foundation for long-term financial planning, all of 
which are in the public interest of the District. If applicable, adherence to a debt management 
policy may signal to rating agencies and the capital markets that a governmental entity is well
managed and should meet its obligations in a timely manner. 

Debt levels and their related annual costs are important long-term obligations that must be 
managed within available resources. An effective debt management policy provides guidelines 
for a government to manage its debt program in line with those resources. 

This Debt Management Policy is intended to comply with the debt management policy 
requirements promulgated by the Tennessee State Funding Board in December 2010. 

Objectives 

The Governing Body is establishing a debt policy as a tool to enstrre that financings undertaken 
by the Governing Body satisfy certain clear objective standards designed to protect the District's 
financial resources and to meet its long-term capital needs. The objectives of this policy are: 

I. To document responsibility for the oversight and management of debt-related 
transactions; 

2. To establish criteria and promote prudent financial management for the issuance 
of debt obligations and the evaluation of debt issuance options; 

3. To identify legal and administrative limitations on the issuance of debt and ensure 
the legal use of the Governing Body's debt issuance authority; 

4. To define the types and appropriate use of debt approved for use within the 
constraints established by Tennessee law; 

5. To provide guidance for evaluating refunding candidates or alternative debt 
structures; 

6. Where applicable, to provide support for the maintenance of credit ratings; 
7. To enhance risk management practices; and 
8. To increase transparency, reduce conflicts, and promote cooperation in the debt 

management process. 
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Debt Management Strategies 

To achieve the objectives above, the Governing Body adopts the following debt management 
strategies and procedures. 

A. Funding Strategies 

1. Debt is to be issued pursuant to the authority of and in full compliance 
with provisions, restrictions and limitations of the Constitution and laws of the 
State of Tennessee (the "State") (including Title 7, Chapter 82, Tennessee Code 
Annotated (the "Utility District Act") and various bond authorizations enacted by 
the General Assembly of the State), and pursuant to resolutions adopted by the 
Governing Body. 

2. (For Water and Wastewater Utility Districts) Debt may only be used to 
finance or refinance the capital costs of improving the District's utility system 
(the "System") and such other costs related thereto as may be permitted by the 
Utility District Act (including without limitation issuance costs, capitalized 
interest and the funding of debt service reserves), all of which must be authorized 
by the Governing Body. Debt may not be issued to finance the District's 
operating costs. 

2. (For Gas Utility Districts) Debt may only be used: (1) to finance or 
refinance the capital costs of improving the District's utility system (the 
"System") and such other costs related thereto as may be permitted by the Utility 
District Act (including without limitation issuance costs, capitalized interest and 
the funding of debt service reserves); and (2) to finance gas purchases, including 
storage costs and pipeline capacity costs, in anticipation of the collection of 
revenues as permitted by T.C.A. § 7-82-SOl(b). These uses must be authorized 
by the Governing Body. Debt may not be issued to finance the District's 
operating costs except for the purchase of gas as permitted by T.C.A. § 7-82-
SOl(b). 

3. Debt shall be secured by and payable from the revenues of the System, as 
prescribed by resolution of the Governing Body, and a corresponding statutory 
lien on the assets of the System. 

B. Federal Tax Status 

1. Tax-Exempt Debt - Based on the assumptions that tax-exempt interest 
rates are lower than taxable rates and that the interest savings outweigh the 
administrative costs, restrictions on use· of financed projects, and 
investment constraints, the District will use its best efforts to maximize the 
amount debt sold under this policy as tax-exempt. 
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2. Taxable Debt - The District will sell taxable debt when necessary to 
finance projects with a private use or uncontrolled purpose. The 
Governing Body encourages the financing team to blend the financing of 
taxable projects with the financing of tax-exempt projects whenever 
possible. 

C. Legal Limitations on the Use of Debt 

Types of Debt 

1. No debt obligation shall be issued to fund the current operation of the 
District. 

2. The proceeds of any debt obligation shall be expended only for the 
purpose for which it was authorized by the Governing Body. 

3. All debt shall be approved by resolution of the Governing Body. 

4. Prior to the consideration of a resolution authorizing the issuance of debt, 
the General Manager and/or the President of the Governing Body shall 
prepare and submit a request for financing report from the State 
Comptroller's office, as required by the Utility District Act. If timely 
received, the General Manager and/or the President of the Governing 
Body shall cause the report to be published as required by the Utility 
District Act. No financing report is required by the Utility District Act in 
connection with a loan from a state or federal agency. 

Pursuant to the Utility District Act, the District is authorized from time to time to issue or incur 
the following types of debt, all of which is subject to the terms of the debt management policy. 

A. Bonds 

The District may issue bonds under the Utility District Act to finance capital projects or 
refinance outstanding debt. 

B. Bond Anticipation Notes (BANs) 

BANs are short term obligations authorized to be issued under the Utility District Act that 
will be repaid by proceeds of a subsequent bond issue. 
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C. Capital Leases 

Capital leases are leases of equipment or other System property, where the leased 
property becomes the property of the District at the end of the lease term and the lease payments 
include a financing component. 

D. Loans from State or Federal Agencies 

The District may incur debt in the form of loans from State or federal agencies. Loans 
are evidenced by a loan agreement between the District and the lending agency. 

E. Loans from Public Building Authorities 

The District may enter into loan agreements with one or more public building 
authorities, pursuant to Sections 12-10-101 et seq., Tennessee Code Annotated, in 
lieu of issuing bonds or notes under the Utility District Act. The policies set forth 
herein for bonds issued under the Utility District Act shall be equally applicable 
to loan agreements entered into with a public building authority. 

Debt Management Practices 

A. Structure 

The Governing Body shall establish by resolution all terms and conditions 
relating to the issuance of debt. 

1. Term 

Any debt (including refunding debt) shall have a weighted average 
maturity not greater than the weighted average expected lives of the assets 
financed by such debt. In 'addition, the final maturity of any debt should 
not be longer than the expected life of the longest lived asset financed 
thereby. 

2. Capitalized Interest 

From time to time certain financings may require the use of capitalized 
interest. Interest may be financed ( capitalized) through a period permitted 
by federal law and the authorizing resolution of the Governing Body if it 
is determined that doing so is in the District's best interest. 

3. Debt Service Structure 

The District will seek to structure its aggregate debt with level or declining 
debt service payments over the life of its c:!ggregate debt. In structuring 
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principal repayment for any debt issue, the Utility will seek to balance the 
goals of (a) amortizing principal as quickly as possible to minimize 
interest costs, and (b) maintaining consistent and manageable rates for its 
customers. 

4. Call Provisions 

The District will strive to issue all of its debt with a call feature no later 
than ten years from the date of delivery. In any event, call features should 
be structured to provide the maximum flexibility relative to cost. The 
District will avoid the sale of long-term non-callable bonds absent careful 
evaluation by the Governing Body with respect to the value of the call 
option. 

5. Original Issuance Discount/Premium 

Bonds sold with original issuance discount/premium are permitted with 
the approval of the Governing Body. 

6. Debt Service Reserve Funds 

If the Governing Body determines that it is necessary to fund a debt 
service reserve fund in connection with debt, it may agree to fund such a 
reserve. The size of any debt service reserve fund established in 
connection with the tax-exempt debt will be in compliance with applicable 
federal tax rules. The District will strive to fund debt service reserves with 
District funds, rather than with debt. However, the District may use the 
proceeds of debt to fund debt service reserves if the Governing Body 
concludes that the restriction of District funds would reduce unrestricted 
funds below manageable levels. 

7. Fixed vs. Variable Interest Rates 

Fixed rate debt bears interest at a rate or rates that remain constant 
throughout the life of the debt. Variable rate debt bears interest at a 
variable rate through the term thereof. 

The.District will issue all of its debt with fixed rates, except as follows: 

• Bond anticipation notes may be issued with variable rates, given 
their short term nature. 

• The District may issue or incur variable rate debt if provision as to 
the calculation or change of variable interest rates is included in 
the authorizing resolution and the Governing Body carefully 
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evaluates the risks related thereto. The District will annually 
include in its budget an interest rate assumption for any 
outstanding variable rate debt th!}t takes market fluctuations 
affecting the rate of interest into consideration. The General 
Manager shall monitor the ongoing costs and risks of outstanding 
variable rate and make reports to the Governing Body no less than 
annually with respect thereto. 

B. Refinancing Outstanding Debt 

The Governing Body will consider the following issues when analyzing possible 
refunding opportunities: 

1. Reasons for Refunding 

Debt will be considered for refunding when: 

• The refunding results in net present value savings to the District; 

• The refunding of the debt is necessary due to a change in 
private/public use of a project that would cause· a need to change 
the tax status of the debt; or 

• The Governing Body expressly determines by resolution that the 
refunding of the bonds accomplishes debt service restructuring that 
is in the District's best interest. 

2. Term of Refunding Issues 

The Governing Body will refund bonds within the term of the originally 
issued debt, unless otherwise expressly approved by resolution of the 
Governing Body. 

3. Escrow Structuring 

The District shall take steps to utilize the least costly securities available in 
structuring refunding escrows; provided that the District may purchase 
U.S. Treasuries - State and Local Government Series if it is determined 
that the costs and risks attendant to the solicitation of open market 
securities outweigh any attendant benefits. 

C. Methods of Sale 

Pursuant to the Utility District Act, debt may be issued at competitive or 
negotiated sale. 
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1. Competitive - In a competitive sale, the District's bonds shall be 
awarded to the bidder providing the lowest true interest cost as long as the 
bid adheres to the requirements set forth in the official notice of sale. 

2. Negotiated - In a negotiated sale, the underwriter/lender/lessor will be 
chosen prior to the sale and the interest rate and the fees of the 
underwriter/lender/lessor are negotiated prior to the sale. 

In the case of loans from State or Federal agencies, the District will negotiate 
directly with the agency making the loan. In all other cases, the Governing Body 
will determine the manner of sale, and will set forth the manner of sale in the 
resolution authorizing the debt. 

D. Underwriter Selection (Negotiated Transaction) 

The District, with assistance from its financial advisor (if the District has engaged 
a financial advisor), shall select the underwriter/lender/lessor for a proposed 
negotiated sale. The selection criteria will include the following factors and such 
other factors as the Governing Body may identify: 

• Ability and experience in managing similar debt transactions; 
• Prior knowledge and experience with the District; 
• Capital adequacy; 
• Quality and experience of personnel assigned to the District's 

engagement; 
• Financing ideas presented; and 
• Underwriter/lender/lessor fees. 

E. Credit Quality 

If the District maintains a credit rating, the District's debt jllanagement activities will be 
conducted to maintain the highest credit ratings possible, consistent with District's 
financing and rate maintenance objectives. The General Manager will be responsible for 
maintaining relationships and communicating with the rating agencies that assign ratings 
to the District's debt. Full disclosure of operations and open lines of communication shall 
be maintained with the · rating agencies. The General Manager shall work with its 
financial advisor and/or underwriter (as applicable) to prepare and make presentations to 
the rating agencies to assist credit analysts in making an informed decision. 
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F. Credit Enhancements 

The District will consider the use of credit enhancements on a case-by-case basis, 
evaluating the economic benefit versus the cost. Only when clearly demonstrable savings 
can be shown shall an enhancement be utilized. The District may consider each of the 
following enhancements as alternatives by evaluating the cost and benefit of such 
enhancements: bond insurance, reserve fund surety bonds, letters of credit and liquidity 
facilities. 

G. Use of Structured Products 

No interest rate agreements or forward purchase agreements will be considered unless a 
policy defining the use of such products is approved before the transaction is considered. 

H. Risk Assessment 

The District will evaluate each transaction to assess the types and amounts of risk 
associated with that transaction, considering all available means to mitigate those risks. 
The District will evaluate all proposed transactions for consistency with the objectives 
and constraints defined in this Policy. The following risks should be assessed before 
issuing debt: 

1. Change in Public/Private Use - The change in the public/private use of 
a project that is funded by tax-exempt funds could potentially cause a 
bond issue to become taxable. 

2. Default Risk - The risk that debt service payments cannot be made by 
the due date. 

3. Liquidity Risk - The risk'of having to pay a higher rate to the liquidity 
provider in the event of a failed remarketing. 

4. Interest Rate Risk- The risk that interest rates will rise, on a sustained 
basis, above levels that would have been set if the issued had been fixed. 

5. Rollover Risk - The risk of the inability to obtain a suitable liquidity 
facility at an acceptable price to replace a facility upon termination or 
expiration of a contract period. 

6. Credit Risk - The risk that an issuer of debt securities or a borrower 
may default on its obligations by failing to repay principal and interest in a 
timely manner. 
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J. Continuing Disclosure 

To the extent that any of the District's debt issues are subject to U.S. Securities 
and Exchange Commission Rule 15c2-12 (''Rule 15c2-12"), the Governing Body 
will provide certain financial information and operating data by specified dates, 
and will provide notice of certain enumerated events with respect to the bonds, all 
as described in Rule 15c2-12. 

... 
K. Transparency 

The District shall comply with the Tennessee Open Meetings Act, providing 
adequate public notice of meetings and specifying on the agenda of a meeting 
when matters related to debt issuance will be considered. Additionally, in the 
interest of transparency, all costs (including interest, issuance, continuing, and 
one-time) shall be disclosed to the citizens in a tiniely manner. To comply with 
the requirements of the preceding sentence, an estimate of the costs described 
above will be presented to the Governing Body along with any resolution 
authorizing debt. 

Within four weeks of closing on a debt transaction, the debt service schedule and 
the State Forin CT-0253 shall be available at the office of the General Manager 
for inspection and review by members of the Governing Body and the District's 
customers. 

L. Professional Services 

The District requires all professionals engaged to assist in the process of issuing 
debt to clearly disclose all compensation and consideration received related to 
services provided in the debt issuance process by the District. This includes "soft" 
costs or compensations in lieu of direct payments. 

I. Counsel - The District will enter into an engagement letter agreement 
with each lawyer or law firm representing the District in a debt 
transaction. No engagement letter is required for any lawyer who serves 
as counsel to the District regarding District matters generally. 

2. Bond Counsel- Bond counsel for each debt transaction is contracted by 
the Governing Body and serves to assist the District in such debt issue. 

3. Financial Advisor-If the District chooses to engage a·financial advisor, 
the financial · advisor for each debt transaction will be contracted by the 
Governing Body and will serve and assist the District on financial matters 
related to such debt transaction. The Governing Body shall approve the 
written agreement between the District and the financial advisor with 
respect to a debt transaction. The financial advisor shall not be permitted 
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to bid on or underwrite an issue for which it is or has been providing 
advisory services. 

4. Underwriter - If there is an underwriter for a debt issue, the underwriter 
must clearly identify itself to the District in writing ( e.g., in a response to a 
request for proposals or in promotional materials provided to the District) 
as an underwriter and not as a financial advisor from the earliest stages of 
its relationship with the District with respect to that issue. The 
underwriter must clarify its primary role as a purchaser of securities in an 
arm's-length commercial transaction and must disclose that it has financial 
and other interests that differ from those of the District. The underwriter 
in a publicly offered, negotiated sale shall be required to provide pricing 
information both as to interest rates and to takedown per maturity to the 
General Manager in advance of the pricing of the debt. 

M. Potential Conflicts of Interest 

Professionals involved in a debt transaction hired or compensated by the District shall be 
required to disclose existing client and business relationships between and among the 
professionals to a transaction (including but not limited to financial advisor, swap advisor, bond 
counsel, swap counsel, trustee, paying agent, underwriter, counterparty, and remarketing agent), 
as well as conduit issuers, sponsoring organizations and program administrators. This disclosure 
shall include that information reasonably sufficient to allow the District to appreciate the 
significance of the relationships. 

. 
Professionals who become involved in the debt transaction as a result of a bid submitted 

in a widely and publicly advertised competitive sale conducted using an industry standard, 
electronic bidding platform are not subject to this disclosure. No disclosure is required that 
would violate any rule or regulation of professional conduct. 

Debt Administration 

A. Planning for Sale 

1. In considering the adoption of any debt resolution, the Governing Body 
shall consider the purpose of the financing, the proposed structure of the 
financing, the proposed method of sale for the financing, members of the 
proposed financing team and an estimate of all the costs· associated with 
the financing. 

2. In the case of a proposed refunding, proposed use of credit enhancement, 
or proposed use of variable rate debt, the General Manager will present to 
the Governing Board the rationale for using the proposed debt structure, 
an estimate of the expected savings associated with the transaction (if 
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applicable) and a discussion of the potential risks associated with the 
proposed structure. 

3. If required by Rule 15c2-12, the General Manager, the bond counsel, 
financial advisor (if applicable), along with other members of the 
financing team will prepare a Preliminary Official Statement describing 
the transaction and the security for the debt that is fully compliant with all 
legal requirements. 

B. Post Sale 

1. The General Manager will maintain for review by members of the 
Governing Body and the public a debt service schedule and the CT -0253 
Form related to the debt issue. 

2. The General Manager will establish guidelines and procedures for tracking 
the flow of all bond proceeds, as defined by the Internal Revenue Code, 
over the life of bonds reporting to the IRS all arbitrage earnings associated 
with the financing and any tax liability that may be owed. 

3. If required by° Rule 15c2-12, the General Manager, .. the bond counsel, 
financial advisor (if applicable), along with other · members of the 
financing team will prepare an Official Statement describing the 
transaction and the security for the debt that is fully compliant with all 
legal requirements. 

C. Arbitrage 

Compliance wi.th arbitrage requirements on invested tax-exempt bond funds will 
be maintained. Proceeds that are to be used to finance construction expenditures 
are exempted from the filing requirements, provided that the proceeds are spent in 
accordance with requirements established by the IRS. The District will comply 
with all of its tax certificates for tax-exempt financings by monitoring the 
arbitrage earning on bond proceeds on an interim basis and by rebating all 
positive arbitrage when due, pursuant to Internal Reyenue Code Section 148. The 
District will also retain all records relating to debt transactions.for as long as the 
debt is outstanding, plus three years after the final redemption date of the 
transaction. 

D. Private Activity 

Compliance with private activity requirements with respect to tax exempt debt
financed facilities will be maintained. The General Manager shall maintain a 
record of the allocation of debt proceeds to expenditures, and monitor the use of 

{000332/95287/00237454.DOC I Ver. I) 11 

46



tax exempt debt-financed facilities to ensure that no impermissible private use 
occurs. 

E. Investment of Proceeds 

Any proceeds or other funds available for investment by the District must be 
invested pursuant to applicable State law. 

Review of the Policy 

The debt policy guidelines outlined herein are only intended to provide general direction 
regarding the future use and execution of debt. The Governing Body maintains the right to 
modify these guidelines ( except to the extent these guidelines are mandated by applicable state 
law or regulation) and may make exceptions to any of them at any time to the extent that the 
execution of such debt achieves the Governing Body's goals. Any exceptions to these policies 
shall be expressly acknowledged in the resolution authorizing the pertinent debt issue. In the 
event of a conflict between the terms of a debt resolution and this policy, the terms of the debt 
resolution shall control. 

This policy will be periodically reviewed by the Governing Body, at which time, the General 
Manager will present any recommendations for any amendments, deletions, additions, 
improvement or clarification. 

Adoption of the Policy 

The Governing Body adopted this Policy on 91.rv . 19 , 2011, effective 0~. 3/ , 2011. 
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Exhibit 6 

LEAK PROTECTION POLICY  
 
 

Leak Protection Program 
 
The Utility provides a program for its residential customers to assist them in paying water bills 
with unexpectedly high water usage caused by a customer service line leak through its ServLine 
Leak Protection Program (the ServLine Program).  
 
All residential customers are included in the ServLine Program.  A residential customer may 
elect to opt-out of the ServLine Program by contacting the Utility or a ServLine customer service 
representative and requesting that the customer’s leak protection under the ServLine Program be 
cancelled.    
  
When a customer opts-out of the ServLine Program, the Utility will not cover any high water 
charges in the customer’s monthly water bill caused by a customer service line leak past the 
Utility’s meter.  The customer will be responsible for paying for all metered water usage on the 
customer’s monthly water bill.  
 
The ServLine Program does not provide leak protection for the Utility’s non-residential 
customers. 
 
Qualifications for Leak Protection 
 
To qualify for leak coverage under the Utility’s ServLine Program, a customer leak must meet 
the following requirements. 
 

(1) The leak must cause the residential customer’s water usage in its monthly water bill to be 
greater than the customer’s monthly water usage for the prior twelve months.  When the 
customer does not have twelve full months of prior water usage with the Utility at the 
service address, the customer’s average water usage will be based upon the customer’s 
average water usage for the number of full months the customer has actually received 
water service at the service address. 
 

(2) The leak must occur in the customer’s underground service line past the Utility’s meter or 
in the customer’s plumbing in a location where the leak is concealed and not readily 
detectable such as within walls or under the floors of the residence. 
 

(3) Only one (1) leak occurrence is covered during each twelve month leak protection period 
which may incorporate a maximum of two monthly billing cycles. 
 

(4) The maximum amount which will be paid for each qualifying leak occurrence is $2,500. 
 

(5) The customer must have repaired the leak causing the high water usage and must provide 
proof of the repair upon request such as a plumber’s bill or a copy of an invoice for 
materials use to fix the leak.   
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(6) Leak coverage is not provided for high water usage caused by: 
 

(a) leaking faucets and toilets; 
(b) faucets, hoses, and other water outlets negligently left running; 
(c) premises left or abandoned without reasonable care for the plumbing system; 
(d) filling swimming pools or leaks in swimming pools; 
(e) irrigating lawns and gardens; 
(f) leaks from irrigation systems or irrgiation lines, leaks in water features such as 

fountains, leaks on any water lines coming off the primary customer service line 
which provides domestic water service to the residence served, plumbing leaks in 
any structure other than the primary residence; or  

(g) failure to exercise reasonable care for the customer’s plumbing. 
 

(7) The customer must make a claim with ServLine for leak protection on a high water bill 
within 90 days of receiving the water bill with high water usage caused by a qualifying leak. 
  

(8) The customer must comply with all other terms and conditions for leak coverage set forth in 
the Utility’s agreement with the ServLine leak coverage insurance provider.  
 

(9) When a customer leak does not meet the qualifications set forth in this section, the customer 
is responsible for paying for all metered water usage on the customer’s monthly water bill. 
 

Leak Protection Benefit Amount 

When  a qualifying leak occurs, the customer will pay an amount equal to the customer’s average 
water bill based upon its average water usage for the prior twelve months at the service address.  
ServLine will pay up to $2,500 of the remaining balance of the monthly water bill with the high 
water usage caused by the qualifying leak.   

When the customer does not have twelve full months of prior water usage with the Utility at the 
service address, the customer’s average water usage will be based upon the customer’s average 
water usage for the number of full months the customer has actually received water service at the 
service address.  

Hardship Leak Adjustments  

When a qualifying leak causes such high usage that the $2,500 maximum paid by ServLine does 
not cover the full amount of the customer’s high bill, the customer may request a hardship leak 
adjustment from the board of commissioners.  If the hardship leak adjustmetn is granted, the 
customer will pay the District’s cost of water production per 1,000 gallons for any gallons in 
excess of the gallons used to calculate the $2,500 maximum paid by ServLine.  

Leak Protection Fee 

The Utility has adopted a monthly leak protection fee to cover the cost of its ServLine Leak 
Protection Program.  The leak protection fee is billed as a separate line item on the customer’s 
monthly water bill. 
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Optional Water Line Protection Coverage 

A residential customer has the option of purchasing water line protection insurance coverage 
directly from ServLine.  Water line protection covers the cost of damages related to the cracking 
or breaking of a customer’s water service line past the water meter to the foundation of your 
home up a maximum amount of $10,000.  The Utility will include the monthly premium for 
water line protection coverage provided by ServLine as a separate line item on the customer’s 
bill.  Water line protection coverage is not a service offered by the Utility but is optional 
insurance coverage available to the Utility’s residential customers offered by ServLine.  The 
terms and conditions for water line protection coverage are set forth in the insurance policy 
offered by ServLine.   
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NOTARY BONDS AND CONSTABLE BOND APPROVED: 

Motion was made by Bill Adams, seconded by Edward 

Fletcher, that th.e following Notary Bonds be approved: 

Diane L. Jenkins 

Harry Kerley 

Perriann Cress Stanley 

Ronnie Stansberry 

Bertie Morefield 

Rhonda Denise Hames 

Teresa Jo Henson 

Sandy P. Anderson 

Sureties: 

William J. Cockett & Harry J. Smith 

David L. Nave and State Auto Insurance 
Company 

Western Surety Company 

Joetta Stansberry & Berlie Stansberry 

Thomas R. Grayson & William B. Hawkins 

Paul S. Gobble, Jr. & Jerry E. Hames 

Sue Hensley & Jack E. Reece 

Howard A. Stout & Larry P. Mullins 

Upon roll call vote, all Commissioners present voted 

aye. 

The Chairman declared the motion carried. 

DISCUSS TURNING OVER THE ASSETS' OF THE 'JOHNSON COUNTY 
UTILITY DISTRICT TO 'THE NEWLY FORMED 'COLD SPRINGS UTILITY 
DTSTRICT: '" 

A discussion ensued concerning the present properties 

of the said water rights. It was determined that the 

following people have purchased water rights: Ross Wilcox, 

J.R. Cress (2), Bill Farmer, Doug Icenhour, and Charlie 

Icenhour. 

Motion was made by Michael E. May, seconded by Stedman 

Greever to relinquish the assets of the Johnson County 

Utility District to the Cold Springs Utility District, with 

the newly formed district paying any legal fees or debts 

that the system owes and also that these four parcels retain 

their purchased water rights. 

Upon roll call vote, 19 Commissioners voted aye. 
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AUTHORIZE COUNTY A~TORNEY TO DRAFT A RESOLUTION OR AN 
AME NDMENT TO A PRIVATE ACT CONCERNING COLD SPRINGS UTILITY: 

Motion was made by Bobby R. Stout, seconded by 

Emily Millsaps to authorize the County Attorney to draft 

a resolution directed to representatives Ra1ph Cole and 

Ronnie Greer or an amendment to the Private act. 

Upon roll call vote, all 19 Commissioners present 

voted aye. 

The Chairman declared the motion carried. 

L'ANDFILL RATE INCREASE OF 15%: 

Motion was made by Henry Gambill, seconded by David 

Pennington to allow a 15% rate increase beginning January 

l, 1991, proposed by the Budget Committee who will~work 

out any necessary details. 

Upon roll call vote, 18 Commissioners voted aye and 

1 Commissioner voted nay. 

The Chairman declared the motion carried. 

COUNTY ATTORNEY AND COUNTY EXECUTIVE TO REQUEST A FEASIB
ILITY STUDY BY THE STATE OF TENNESSEE AND DEPARTMENT OF 
TRANSPORTATION: 

Motion was made by Bobby R. Stout, seconded by Henry 

Gambill to allow the County Attorney and the County Executive · 

to request a feasibility study by the State of Tennessee and 

the Department of Transportation concerning a connector 

route for Johnson County. 

Upon roll call vote, all Commissioners present voted aye. 

The Chairman declared the motion carried. 
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The Chairman declared the motion carried. 

DISCUSS TURNING OVER THE ASSETS OF THE JOHNSON COUNTY 
UTILITY DISTRICT TO "THE NEWLY FORMED. "COLD SPRINGS UTILITY 
DISTRICT: 

A discussion ensued concerning the present properties 

of the said water rights. It was determined that the 

following people have purchased water rights: Ross Wilcox, 

J.R. Cress (2), Bill Farmer, Doug Icenhour, and Charlie 

Icenhour. 

Motion was made by Michael E. May, seconded by Stedman 

Greever to relinquish the assets of the Johnson County 

Utility District to the Cold Springs Utility District, with 

the newly formed district paying any legal fees or debts 

that the system owes and also that these four parcels retain 

their purchased water rights. 

Upon roll call vote, 19 Commissioners voted aye. 

The Chairman declared the motion carried. 

made by Bobby R. stout, seconded by 

authorize the county Attorney to draft 
Emily Millsaps to 

t r epresentatives Ra~ph Cole and 
a resolution directed o 

Ronnie Greer Or an amendment to the Private act. 

11 19 commissioners present 
Upon roll call vote, a 

voted aye. 

The Chairman declared the motion carried. 
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Jason E. Mumpower
Comptroller

Entity Referred:                         Leoma Utility District

Referral Reason:                        Decrease In Net Position

Utility Type Referred:                Water

Staff Summary:

The Leoma Utility District ("the Entity") has been under Utility Management Review Board ("the
Board") supervision for financial distress since the 2021 fiscal year audit. The Entity returned its
financial distress questionnaire to Board staff. Board staff has identified the following weaknesses or
findings: 

1. The Entity has not been completed a rate study in five years. Rates were raised within the last 6
months.  

2. The Entity believes they will be able to alleviate the current financial stress by removing the leak
adjustment policy, removing an employment position, and increasing tap fees. Board staff does not
have the information to judge whether this plan is viable. A rate study should be conducted to ensure
the viability of the Entity's plan to remedy its financial distress, and to determine fair and reasonable
rates to customers.

 3. The Entity did not include an approved current rate ordinance or resolution, as is requested in the
financial distress questionnaire. .

Staff Recommendation:

The Board should order the following:

1.   The Entity shall have the Tennessee Association of Utility Districts, or another qualified expert as
approved by Board staff, perform a rate study that includes the following:
   a.   a review of the capitalization policy, including any recommended modifications;
   b.   a review of the debt management policy, including any recommended modifications;
   c.   the creation of a five-year capital asset budget, to be taken from the current capital asset list and
to include future anticipated needs;
   d.   a review of relevant utility fees including but not limited to connection or tap fees, including any
recommended modifications;
   e.   verification that all governing body members of the utility are in compliance with all relevant
training requirements;
   f.    a review of the leak adjustment policy, including any recommended modifications or adoption of
such policy should one not exist;

2.   By June 30, 2023, the Entity shall send Board staff a copy of the contract between the Entity and
the qualified expert who is to perform the tasks in paragraph 1.

3.   By September 30, 2023, the Entity shall provide Board staff with the completed rate study and
either proof of implementation of the resulting recommendations or a proposed plan of implementation.
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 4. Board staff is given the authority to grant one extension of up to six months of the foregoing
deadlines upon a showing of good cause by the Entity. 
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Leoma Utility District
Category: Water County: Lawrence

2018 2019 2020 2021

Net Assets $2,745,272.00 $2,785,364.00 $2,744,947.00 $2,723,001.00

Deferred Outflow Resources $0.00 $0.00 $0.00 $0.00

Net Liabilities $208,545.00 $195,117.00 $194,130.00 $182,127.00

Deferred Inflow Resources $0.00 $0.00 $0.00 $0.00

Total Net Position $2,536,727.00 $2,590,247.00 $2,550,817.00 $2,540,874.00

Operating Revenues $449,487.00 $476,420.00 $475,546.00 $515,459.00

Net Sales $437,087.00 $456,348.00 $449,406.00 $483,276.00

Operating Expenses $439,261.00 $425,138.00 $512,832.00 $512,641.00

Depreciation Expenses $90,757.00 $90,797.00 $92,925.00 $92,957.00

Non Operating Revenues -$10,156.00 $2,238.00 -$2,144.00 -$12,761.00

Capital Contributions $0.00 $0.00 $0.00 $0.00

Transfers In $0.00 $0.00 $0.00 $0.00

Transfers Out $0.00 $0.00 $0.00 $0.00

GAAP Change In Net Position $70.00 $53,520.00 -$39,430.00 -$9,943.00

Statutory Change In Net Position $70.00 $53,520.00 -$39,430.00 -$9,943.00
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Jason E. Mumpower
Comptroller

Entity Referred:                         Quebeck-Walling Utility District

Referral Reason:                        Decrease In Net Position

Utility Type Referred:                Water

Staff Summary: The Quebeck-Walling Utility District ("the Entity") has under Utility Management
Review Board ("the Board") oversight for financial distress since its fiscal year 2021 audit.

The Entity has returned its financial distress questionnaire to Board staff. Board staff has identified the
following weaknesses or findings:

1. The Entity's plan to remedy its financial distress is premised on an increase in future revenues and
leak finding equipment to help reduce unaccounted for water. Board staff does not deny the viability of
future revenues but a rate study should be conducted to ensure the viability of the Entity's plan to
remedy its financial distress, and to determine fair and reasonable rates to customers.

2. The Entity has no debt management policy, capitalization policy, or an asset management plan. 

3. There was no current rate ordinance or resolution included with the financial distress questionnaire. 

Staff Recommendation:

The Board should order the following:

1.  The Entity shall have the Tennessee Association of Utility Districts, or another qualified expert as
approved by Board staff, perform a rate study that includes the following:
           a.   a review of the capitalization policy, including any recommended modifications;
           b.   a review of the debt management policy, including any recommended modifications;
           c.   the creation of a five-year capital asset budget, to be taken from the current capital asset list
and to include future anticipated needs;
           d.   a review of relevant utility fees including but not limited to connection or tap fees, including
any recommended modifications;
           e.   verification that all governing body members of the utility are in compliance with all
relevant training requirements; and
           f.   a review of the leak adjustment policy, including any recommended modifications or
adoption of such policy should one not exist.

2.   By June 30, 2023, the Entity shall send Board staff a copy of the contract between the Entity and
the qualified expert who is to perform the tasks in paragraph 1.

3.   By September 30, 2023, the Entity shall provide Board staff with the completed rate study and
either proof of implementation of the resulting recommendations or a proposed plan of implementation.

4.   Board staff is given the authority to grant one extension of up to six months of the foregoing
deadlines upon a showing of good cause by the Entity.
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Quebeck-Walling Utility District
Category: Water County: White

2018 2019 2020 2021

Net Assets $3,929,807.54 $4,103,927.97 $4,338,760.43 $4,247,292.15

Deferred Outflow Resources $29,530.99 $25,038.33 $21,292.62 $59,764.72

Net Liabilities $1,101,857.53 $1,236,956.53 $1,103,327.30 $1,026,041.19

Deferred Inflow Resources $14,353.00 $11,504.00 $75,784.00 $88,363.00

Total Net Position $2,843,128.00 $2,880,505.77 $3,180,941.75 $3,192,652.68

Operating Revenues $831,811.94 $889,399.42 $982,951.52 $1,005,979.52

Net Sales $792,496.68 $846,952.30 $930,736.75 $955,877.21

Operating Expenses $810,551.29 $864,955.91 $974,850.91 $998,996.36

Depreciation Expenses $100,681.61 $123,145.12 $136,836.29 $137,886.12

Non Operating Revenues -$17,691.41 -$2,573.74 -$10,058.93 -$14,252.58

Capital Contributions $585.00 $15,508.00 $302,394.30 $18,980.35

Transfers In $0.00 $0.00 $0.00 $0.00

Transfers Out $0.00 $0.00 $0.00 $0.00

GAAP Change In Net Position $4,154.24 $37,377.77 $300,435.98 $11,710.93

Statutory Change In Net Position $3,569.24 $21,869.77 -$1,958.32 -$7,269.42

58



Jason E. Mumpower
Comptroller

Entity Referred:                         South Fork Utility District

Referral Reason:                       Decrease In Net Position

Utility Type Referred:                Water

Staff Summary:

The South Fork Utility District (“the Entity”) is a Utility District created by a merger between the
Holston Utility District and the South Bristol- Weaver Pike Utility District. On April 7, 2022, the
Comptroller’s Office Division of Investigations released an investigative report relative to SFUD.
Since the last Utility Management Review Board ("Board") meeting, the Entity has hired Mr. Adam
Hale to serve as general manager of the Entity.

Board staff is pleased with the Entity's decision to hire Mr. Hale. Mr. Hale has since made numerous
improvements to the utility that should help provide better service to its roughly 3,400 customers. 

Board staff still believes the Entity should pursue a merger with another utility system, but third-party
studies as to the feasibility of such a merger have not been completed. Board staff do not have a final
recommendation..
 
One or more of the Entity's representatives have requested to address the Board at the April 20, 2023
meeting.
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Jason E. Mumpower
Comptroller

Entity Referred:                         Cumberland Utility District of Roane and Morgan Counties

Referral Reason:                        Investigation

Utility Type Referred:                Water

Staff Summary:

The Cumberland Utility District of Roane and Morgan Counties("the Entity") is a water utility district
that provides water service to about 4,500 customers. On March 21, 2023, the Entity received a notice
of violation from the Tennessee Department of Environment and Conservation for receiving a violation
point total of 22 during its sanitary survey. This sanitary survey also provided an unsatisfactory grade
of 89% to the Entity. There were numerous deductions which can be found in the accompanying copies
of the notice of violation and sanitary survey.

The Entity published a notice in the Roane County newspaper on February 22, 2023 stating "A vacancy
exists on Cumberland Utility District's Board of Commissioners due to the resignation of a member of
the Board. The Board plans to certify a list of three nominees to the County Executives to fill this
vacancy at its regular meeting on Thursday, April 13, 2023. A customer may submit a name for
consideration by the Board for the list of names. To be considered, the name must be mailed to the
District's General Manager no later than two weeks before the Board meeting. At its meeting on or
around March 9, 2023, the Entity's Board brought forth a list of three nominees to send to the County
Executive despite advertising this matter would be addressed at the April 13 meeting.

There have been allegations of closed-door meetings between the commissioners. A customer alleges
that on the March 9, 2023 meeting which started at 4:00 PM, the commissioners were holding a
private, closed-door meeting to discuss the bids that were received for jobs to be completed by
contractors for the district. During the meeting, the commissioners announced the winners of each bid
without providing open discussion on each bid that was submitted for each job. The Entity had a
finding in 2020 for failing to receive competitive bids. In 2021, the finding is stated to have been
resolved. However, should this allegation be true, Board staff has concerns that the utility is not acting
in good faith in its bidding process. The Entity also provided redacted minutes in a public records
request. Included in this packet is a copy of minutes from the Entity's June 9, 2022 Board meeting that
shows a redaction of pay information that were originally included in the minutes.

Board staff has concerns about the Entity's actions and the transparency in which they operate. Board
staff finds an investigation be necessary to ensure the managerial, financial, and technical capacities of
the utility.

Staff Recommendation:

The Board should order the following:

1. Board staff will investigate the financial, technical, and managerial competency of the District, with
an emphasis on the fairness and reasonableness of the District's rate structure, the District's level of
debt, and the District's knowledge of and ability to comply with the Tennessee Public Records Act and
the Tennessee Open Meetings Act. 
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2. Board staff shall, with the full authority of the Board, issue subpoenas for the Entity's manager,
governing body, or any other necessary staff, to appear in-person before the Board at its following
Board meeting if the Entity does not comply fully with the Board's investigation.

3. Board staff shall update the Board as to the status of this investigation at the next regularly-
scheduled Board meeting.
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Cumberland Utility District of Roane and Morgan
Counties

Category: Water County: Roane

2019 2020 2021 2022

Net Assets $14,523,432.00 $14,349,931.00 $14,510,556.00 $14,169,253.00

Deferred Outflow Resources $558,638.00 $491,832.00 $544,589.00 $920,008.00

Net Liabilities $5,564,385.00 $4,984,714.00 $4,558,708.00 $3,635,751.00

Deferred Inflow Resources $103,023.00 $144,381.00 $97,185.00 $810,718.00

Total Net Position $9,414,662.00 $9,712,668.00 $10,399,252.00 $10,642,792.00

Operating Revenues $2,948,040.00 $3,289,738.00 $3,267,709.00 $3,503,539.00

Net Sales $2,788,579.00 $3,112,350.00 $3,072,623.00 $3,263,203.00

Operating Expenses $2,713,516.00 $3,059,698.00 $3,198,249.00 $3,294,240.00

Depreciation Expenses $538,282.00 $572,620.00 $644,934.00 $662,560.00

Non Operating Revenues $22,722.00 $41,624.00 $592.00 $28,241.00

Capital Contributions $0.00 $26,342.00 $616,532.00 $6,000.00

Transfers In $0.00 $0.00 $0.00 $0.00

Transfers Out $0.00 $0.00 $0.00 $0.00

GAAP Change In Net Position $257,246.00 $298,006.00 $686,584.00 $243,540.00

Statutory Change In Net Position $257,246.00 $271,664.00 $70,052.00 $237,540.00
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Jason E. Mumpower
Comptroller

Entity Referred:                         East Sevier County Utility District

Referral Reason:                       Investigation

Utility Type Referred:                Water And Sewer

Staff Summary:

The Utility Management Review Board ("the Board") opened an investigation into the  East Sevier
County Utility District, ("the Entity") in 2022. The Entity has since made improvements to its utility
operations. The Entity is no longer contracted with Alliance Water Resources for management of the
utility. The Entity has a new board of commissioners, since the start of the Board's investigation. The
Entity has engaged with the Witt Utility District to improve the operations of the utility.

Witt Utility District has made great strides in improving the water service for the Entity. The Entity is
experiencing difficulty finding  internal staff to manage its operations. The Entity is also seeking out
funding sources to pay for necessary infrastructure upgrades. The Entity has acted quickly to improve
service to its customers. Board staff believes that many additional impactful decisions must be made,
and Board staff believes that the Board should have a role in ensuring these decisions are educated and
are pursued in a proper manner.

Staff Recommendation:

 The Board should order the following:

1.   The Entity shall not acquire any new debt without express consent of Board staff.

2.   The Entity shall not make any decisions regarding a merger with another utility without express
consent with Board staff.

3.   Board staff shall have 60 days from the date on which Board staff is notified of any item described
in paragraphs 1 and 2 to provide express written consent. If Board staff does not expressly consent in
writing it is deemed denied.

4.    The Board's December 21, 2022 Order required the Entity to obtain a rate study. In addition to any
other specific requirements, the Board orders that the rate study shall make a preliminary examination
of the feasibility of a merger between the Entity and other nearby utility systems. All original deadlines
of the December 21, 2022 Order remain, but Board staff may, for good cause shown, grant a 60 day
extension for the Entity to provide a supplemental study, addendum, or other report as to the feasibility
of a merger. Any supplemental study, not part of the rate study, must be performed by the Tennessee
Association of Utility Districts or other entity approved by Board staff. 
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East Sevier County Utility District
Category: Water And Sewer County: Sevier

2019 2020 2021 2022

Net Assets $2,518,066.00 $2,785,428.00 $3,218,680.00 $3,898,454.00

Deferred Outflow Resources $0.00 $0.00 $0.00 $0.00

Net Liabilities $1,093,864.00 $794,489.00 $1,189,730.00 $1,444,160.00

Deferred Inflow Resources $26,417.00 $30,421.00 $33,070.00 $35,675.00

Total Net Position $1,397,785.00 $1,960,518.00 $1,995,880.00 $2,418,619.00

Operating Revenues $915,144.00 $977,798.00 $981,707.00 $1,181,097.00

Net Sales $727,722.00 $766,876.00 $864,336.00 $888,344.00

Operating Expenses $802,420.00 $824,541.00 $921,244.00 $1,155,240.00

Depreciation Expenses $117,772.00 $124,548.00 $145,029.00 $175,563.00

Non Operating Revenues -$16,585.00 -$33,524.00 -$25,101.00 -$48,118.00

Capital Contributions $0.00 $443,000.00 $0.00 $445,000.00

Transfers In $0.00 $0.00 $0.00 $0.00

Transfers Out $0.00 $0.00 $0.00 $0.00

GAAP Change In Net Position $96,139.00 $562,733.00 $35,362.00 $422,739.00

Statutory Change In Net Position $96,139.00 $119,733.00 $35,362.00 -$22,261.00
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Jason E. Mumpower
Comptroller

Entity Referred:                         Hallsdale-Powell Utility District

Referral Reason:                       Investigation

Utility Type Referred:                Water And Sewer

Staff Summary:

The Hallsdale-Powell Utility District ("the District") is a water and sewer utility district that serves
roughly 32,000 water and 25,000 sewer customers in Knox, Anderson, and Union counties. The
District produces its water but has interconnections with several utilities in the area.

The District is currently experiencing excessive water loss. The District produced about 2,880 million
gallons of water and sold 1,500 million gallons. The District did not sell about 46% of the water it
produced. As a result, the District was referred to the Utility Management Review Board ("UMRB")
for oversight.

On July 23, 2020, the UMRB conducted an informal hearing of a rate protest against the District. The
UMRB found that the District's rates were neither too high nor too low based on the information
presented at the hearing by the rate consultants for the District, Raftelis. The District based its
argument on the defense of its rates around funding capital projects due to state and federal regulator
mandates due to lack of capacity at water plants, infrastructure deterioration, and sewer overflows. The
District has spent a large amount of money attempting to meet regulatory requirements and ensure
future capacity. The District has used Raftelis for more than 15 years for rate setting. Raftelis designed
these rates to cover operating expenses, capital projects, and funding the debt required to improve the
District.

Based on the information in the 2022 audit for the District, a residential water customer using 1,000,
3,000, or 5,000 gallons of water would be billed for $19.34, $38.20, or $57.06, respectively.
Furthermore, a residential water and sewer customer using 1,000, 3,000, or 5,000 gallons of water
would be billed for $45.25, $89.23, or $133.21, respectively.

According to the 2022 audit, the District's current ratio is 1.74. Board staff is not concerned with the
short-term solvency of the District. Furthermore, according to the same audit, the Hallsdale-Powell
Utility District has $167,767,897 of long-term debt on $306,240,643 of capital assets. The audit did not
disclose any findings.

Board staff has concerns regarding the long-term success of this utility. With its current level of debt,
the District may have trouble raising the funds to make repairs and improvements to correct its non-
revenue water. Board staff is concerned with the current infrastructure needs of the District as seen in
its water and sewer issues in tandem with the debt levels and rate affordability. Board staff believes an
investigation into the District is necessary to ensure it is poised to comply with all Tennessee utilities'
financial, technical, and managerial requirements while maintaining a rate structure that is fair and
reasonable for its customers. Due to these concerns, Board staff recommends that the Board open an
investigation into the Hallsdale-Powell Utility District.

Staff Recommendation:

98



 The Board should order the following:

1. Board staff will investigate the financial, technical, and managerial competency of the District, with
an emphasis on the fairness and reasonableness of the District's rate structure and the District's level of
debt.

2. Board staff may, if they deem necessary, require the District to obtain a rate study from the
Tennessee Association of Utility Districts or another qualified third party approved by Board staff.

(a) The District shall submit to Board staff proof of contract with a qualified 3rd party within sixty
(60) days of the date on which the District was notified by Board staff that a rate study is necessary.

(b) The District shall submit the results of this study, with proof of implementation, within 180 days
of the date on which the District was notified by Board staff that a rate study is necessary.

(c) Board staff may require this rate study include any other reasonable items of study. Board staff 
will give the District reasonable notice of any other items the rate study must include.

3. Board staff will make a preliminary report and recommendation at the Board's next meeting.
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Hallsdale-Powell Utility District
Category: Water And Sewer County: Knox

2019 2020 2021 2022

Net Assets $287,608,483.00 $324,692,325.00 $336,766,644.00 $358,407,195.00

Deferred Outflow Resources $1,425,751.00 $454,469.00 $417,922.00 $2,189,448.00

Net Liabilities $138,783,289.00 $167,472,199.00 $171,228,492.00 $182,623,593.00

Deferred Inflow Resources $914,617.00 $989,548.00 $1,090,596.00 $1,602,362.00

Total Net Position $149,336,326.00 $156,685,045.00 $164,865,478.00 $176,370,688.00

Operating Revenues $31,504,927.00 $33,253,193.00 $34,915,078.00 $38,982,122.00

Net Sales $30,301,397.00 $31,872,088.00 $33,905,454.00 $36,821,800.00

Operating Expenses $23,180,496.00 $24,166,761.00 $24,041,273.00 $23,190,459.00

Depreciation Expenses $7,460,026.00 $7,499,743.00 $7,755,500.00 $7,952,030.00

Non Operating Revenues -$2,514,470.00 -$2,332,703.00 -$3,226,414.00 -$4,758,973.00

Capital Contributions $0.00 $594,992.00 $533,040.00 $472,520.00

Transfers In $0.00 $0.00 $0.00 $0.00

Transfers Out $0.00 $0.00 $0.00 $0.00

GAAP Change In Net Position $5,809,961.00 $7,348,721.00 $8,180,431.00 $11,505,210.00

Statutory Change In Net Position $5,809,961.00 $6,753,729.00 $7,647,391.00 $11,032,690.00
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Jason E. Mumpower
Comptroller

Entity Referred:                         Tarpley Shop Utility District

Referral Reason:                       Annual Information Report

Utility Type Referred:                Water

Staff Summary:

The Tarpley Shop Utility District (TSUD) is a water utility district in Giles County, serving 1,160
customers. It purchases water from the City of Pulaski and is connected to the South Giles Utility
District, which purchases water from TSUD. In December 2022, the Utility Management Review
Board (UMRB) began investigating TSUD. The TSUD board consists of three commissioners: Larry
Duncan (President), Sean Collins (Vice-President), and Jeff Williams (Secretary/Treasurer). TSUD did
not provide any of the requested annual training statements for the commissioners as applicable. As
such, Board staff believes no commissioner was eligible to receive compensation from TSUD. Board
staff finds that the commissioners should have to repay their compensation to the District should they
wish to continue to serve as members on the Board.

The District has operated in a manner with no employees and contracted out all of the work for many
decades. Mr. Cleveland Byrd and his wife Mrs. Betty Byrd served as the contracted general manager
and office manager respectively through Mr. Byrd’s company, Byrd Construction. Mr. Freddy Byrd and
his wife Gina Byrd have since taken over these roles still through Byrd Construction. Board staff was
told that the contract with Byrd Construction is a contract in perpetuity. Board staff has been furnished
a copy of the original contract between Mr. Cleveland Byrd and TSUD. Board staff has not been given
a copy of the contract between Mr. Freddie Byrd and TSUD. Board staff does not believe such a
contract exists.

Board staff made several information requests to TSUD, resulting in findings related to inadequate
training records, lack of proper policies, and issues with rate increases. In February 2023, Board staff
met with the contractor, Byrd Construction, and TSUD board members to conduct interviews. These
interviews caused concerns about the district's operation, expenses, and contractor relationships.

In a follow-up information request, UMRB staff found that Byrd Construction's compensation had
increased, and the contract details were unclear. Additionally, the board approved a $220,000 meter
replacement without proper bidding, with actual costs of $306,534.85 exceeding the approved amount. 

In August 2021, the Board voted to increase Byrd Construction’s compensation to $8,500 per month
from $6,000 per month. This is in addition to the rate Byrd Construction charges for labor invoiced to
the TSUD. Board staff has reviewed the contract provided that started on July 1, 2004. The contract
was originally between Mr. Cleveland Byrd and TSUD- the contract was not between Byrd
Construction and TSUD. The original contract stipulated payments of $57,800 a year plus the cost of
labor for repairs. Mr. Byrd was not to complete repairs if any such job exceeded in cost of $5,000. At
that time, a repair in excess of $5,000 would be bid out in accordance with TSUD’s bidding policy.
Board staff has not been provided a contracted between Mr. Freddie Byrd and TSUD, nor a contract
between Byrd Construction and TSUD. In the periods of 2021 and 2022, the contractor was paid
$310,597.50. This included payments of $186,500 in monthly flat charges with $124,097.50 in labor
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charges.

TSUD had not had a rate increase in roughly 7 years. The Board voted in December to raise rates.
These rates were not based on a rate study or cost of service study. Board staff is unable to determine if
the current rate structure is reasonable or justifiable.

TSUD owns three vehicles, a 1998 Dodge, a 2001 Ford, and 2015 Ford. The District only uses the
2001 Ford and the 2015 Ford. Board staff was informed in this document request that no vehicle is
provided to any one person. During the interview process, Board staff was told Mr. Byrd uses the 2015
Ford exclusively. Board staff does not believe furnishment of a personal or business vehicle is part of
the agreement with Mr. Byrd.

TSUD does not have a copy of its capitalization policy. TSUD provided an excerpt from its audit
regarding capital assets when asked for its capitalization policy. These two items are not the same.

TSUD does not have a copy of its purchasing policy. TSUD’s response when asked for its purchasing
policy was “Purchasing policy- as to the state’s bid laws.”

TSUD does not have a copy of its debt management policy. TSUD’s response when asked for its debt
management policy was “Our auditor said that the state should have a copy of that. We do not have a
copy of that in our office.”

TSUD does not have a leak adjustment policy, but they were providing one adjustment per account
annually for an amount not disclosed to Board staff.

Board staff requested all customer invoices, billing adjustments, and cell phone bills from January
2022 to present. These were either not provided or illegible.

The investigation into TSUD raises concerns about the district's management, adherence to proper
procedures, and transparency in decision-making.

Staff Recommendation:

The Board should order the following:

1.   The Entity shall have the Tennessee Association of Utility Districts, or another qualified expert as
approved by Board staff, perform a rate study that includes the following:
      a.   a review of the capitalization policy, including any recommended modifications;
      b.   a review of the debt management policy, including any recommended modifications;
      c.   the creation of a five-year capital asset budget, to be taken from the current capital asset list and
to include future anticipated needs;
      d.   a review of relevant utility fees including but not limited to connection or tap fees, including
any recommended modifications;
      e.   verification that all governing body members of the utility are in compliance with all relevant
training requirements;
      f.    a review of the leak adjustment policy, including any recommended modifications or adoption
of such policy should one not exist; and
      g.   a summary of the illegal payments made to commissioners attributable to non-compliance with
the annual training statement law.

2.   The Entity shall have the Tennessee Association of Utility Districts, or another qualified expert as
approved by Board staff, study and determine the best manner to remedy the repeat finding in the
Entity's audits regarding Byrd Construction's employees serving as employees of the District, and
whether it is in the best interest of the District and its customers that the District continue to contract
with Byrd Construction. This study may be contracted for as part of the rate study ordered in paragraph
1. 

3.   By June 30, 2023, the Entity shall send Board staff a copy of the contract between the Entity and
the qualified expert who is to perform the tasks in paragraph 1.
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4.   By June 30, 2023, the Entity shall send Board staff a copy of the contract between the Entity and
the qualified expert who is to perform the tasks in paragraph 2.

5.   By December 31, 2023 the Entity shall provide Board staff with the completed rate study and either
proof of implementation of the resulting recommendations or a proposed plan of implementation.

6.   By December 31, 2023 the Entity shall provide Board staff with the determination from the
qualified expert from paragraph 2.

7.   The commissioners of the district have 90 days following the completion of paragraph 6 to repay
funds made to the district should the commissioners still choose to be serving with the District. The
amount owed shall be the amount calculated pursuant to paragraph 1(g). 

8.   The Entity shall not enter into any management agreements with any other Entity without express
consent of Board staff.
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Tarpley Shop Utility District
Category: Water County: Giles

2019 2020 2021 2022

Net Assets $3,712,495.00 $3,702,039.00 $3,664,969.00 $3,561,864.00

Deferred Outflow Resources $0.00 $0.00 $0.00 $0.00

Net Liabilities $456,030.00 $433,728.00 $385,106.00 $364,924.00

Deferred Inflow Resources $0.00 $0.00 $0.00 $0.00

Total Net Position $3,256,465.00 $3,268,311.00 $3,279,863.00 $3,196,940.00

Operating Revenues $570,953.00 $592,339.00 $612,842.00 $660,452.00

Net Sales $537,981.00 $577,744.00 $607,712.00 $652,717.00

Operating Expenses $550,620.00 $571,587.00 $591,432.00 $733,091.00

Depreciation Expenses $91,668.00 $86,854.00 $82,561.00 $82,561.00

Non Operating Revenues -$13,087.00 -$8,906.00 -$9,858.00 -$10,374.00

Capital Contributions $0.00 $0.00 $0.00 $0.00

Transfers In $0.00 $0.00 $0.00 $0.00

Transfers Out $0.00 $0.00 $0.00 $0.00

GAAP Change In Net Position $7,246.00 $11,846.00 $11,552.00 -$83,013.00

Statutory Change In Net Position $7,246.00 $11,846.00 $11,552.00 -$83,013.00
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February 27, 2023 
 
Tarpley Shop Utility District 
517 S. 1st Street 
Pulaski, TN 38478 
 
Dear Mr. Duncan, Board of Commissioners, and Tarpley Shop Contractors: 
 
On February 17th , 2023, Board staff to the Utility Management Review Board ("the Board") 
conducted interviews pertaining to the Board’s investigation into the financial, managerial, and 
technical capacities of the Tarpley Shop Utility District ("the District") pursuant to Tenn. Code 
Ann. § 7-82-701(a).  
 
As the next step in the investigation, Board staff requests the documents and information listed 
below, pursuant to Tenn. Code Ann. § 7-82-709(a) and Tenn. Comp. R. & Regs. 1715-01-.03(2), 
by March 31, 2023. If these documents are not timely provided the Board will issue subpoenas 
for them and will pursue this matter in chancery court if necessary. 
 

• A list of all training classes and conferences attended by current Board President and 
former Vice President, Mr. Larry Duncan from January 1, 2018 to the present 

• A list of all bank accounts including any accounts that have been closed since January 1, 
2018.  

o Please provide bank statements for each account including cancelled check 
images from January 1, 2018 to the present 

• A list of any credit card or charge card accounts including any accounts that have been 
closed since January 1, 2018. 

o Please provide credit/charge card account statements from January 1, 2018 to the 
present 

• Please provide fuel card statements (if applicable) from January 1, 2018 to the present 
• Please include a list of accounts related to equipment rentals and leases 
• A detailed list of all payments (or reimbursements) made to the District commissioners 

from January 1, 2018 to the present. This includes payments from Tarpley Shop Utility 
District, Byrd Construction, or any other entity.  

• A detailed list of all payments made to Byrd Construction from January 1, 2020 to 
present. 

• A detailed list of all loans or other obligations currently held by the District 
• A list of payments made to any businesses owned by or associated with commissioners or 

employees from January 1, 2018 to the present 
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• Records from January 1, 2018 to the present pertaining to petty cash, including receipts 

and detailed purchase records 
• Detailed cellular bills paid for by the District from January 1, 2019 to the present, in 

addition to any policy or agreement governing the use of District-issued cellular phones 
• A list of vehicles provided by the District and to whom they are provided, in addition to 

any policy or agreement governing the use of District-issued vehicles 
• A summary of customers by class ( e.g. residential, commercial) 
• A list of current customers 
• All meeting minutes from January 1, 2015 to the present 
• All payment invoices relative to the meter installation project from 2022 
• All customer invoices from January 1, 2022 to the present. 
• All billing adjustments made to customer accounts from January 1, 2022 to the present 

 
If you need to contact our office, please call 615.747.5379 or email 
Meghan.Huffstutter@cot.tn.gov.  
 
The requested documents may be provided digitally via email or in hard copy mail with postal 
service. If utilizing postal service, please send documentation to the following address: 

 
Tennessee Comptroller of the Treasury 
c/o Meghan Huffstutter, Local Government Finance 
Cordell Hull Building 
425 Rep. John Lewis Way N. 
Nashville, TN 37243 

 
 
Sincerely, 
 
Ross Colona 
 
Technical Secretary, Utility Management Review Board 
 
cc: Meghan Huffstutter, Financial Analyst, Comptroller of the Treasury 
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The Tarpley Shop Utility District met May 12, 2021 for their monthly meeting. Present 
were Larry Duncan, Eddy Petty, Jeff Williams, Freddie and Gina Byrd , Karen Morrison. 

New business consisted of signing checks for bills~ Dennis Perry and Turner Pitsch from 
Core & Main came to meeting to discuss drive by meters, software, etc. Core and Main do 
install the meters at$ 40 to 45 dollars per meter. Ballpark figure of $ 220,000 would include an 
estimate of 1100 meters, reading equipment and software. Freddie had also contacted Tom 
Shaw with G & C and Consolidated, Landon about coming to meeting to give us imput on their 
meters, but TSUD never heard back from them. Eddy made motion to accept Core & Main to 
get their meters with all that came with that, seconded by Larry. Approved to install meters. 

Steve Thompson ancf loretta Garner arso attentecf. They are stITT wanting water cf own 
Bradshaw Rd and was waiting to see if we had had an update for them about that. It's 
understood at this point that money should be available for districts after July 1, 2021. 

There was no further business. Larry made motion to adjourn, seconded by Eddy. 

Respectfully submitted, 

Gina Byrd 
Office Manager 
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The Tarpley Shop Utility District met August 11, 2021 for their monthly meeting. Present 
were Larry Duncan, Eddy Petty, Jeff Williams; Freddie and Gina Byrd, Karen Morrison. 

There was no old business, New business consisted of signing of checks fo.r bi.lls. 
Steve Thompson came to meeting to talk about how many taps they would need to get 

before water line could be ran. He plans on attending meeting every month to keep check on 
project. Eddy is going to call Rural Development and speak with them about costs. 

Eddy's term expired on June 30, 2021. Board approved the following three names to be 
submitted for commissioner: 

Mr. Ed T. Petty 111 
Mr. Donny Lanier 
Mr. Jeff Martin 

Jeff needs to do his schooling for commissioner, but will do later. 
Commissioners agreed to increase Cleveland's contract to$ 8500.00. 
There was no further business. Larry made motion to adjourn, seconded by Jeff. 

Respectfully submitted, 

Jeff Williams 
Sec/Treas 
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From: Meghan Huffstutter
To: bbyrd@smwb.net
Cc: Ross Colona
Subject: RE: TSUD Document Request
Date: Friday, March 10, 2023 3:03:00 PM
Attachments: image001.png

Gina,
 
Once again, please utilize this email thread for communications. I just received a separate email
from you stating the following:
 
ok, i looked back on feb 27th and i received that request. i thought this was something new.
but on this one today,.
the only thing i got in email was an 'image' that was blank. i didnt receive that list that you
sent on the 27th of l
feb.
 
 
I’m assuming this means you did receive the communication from our office on Feb 27 and you’re
aware of the requested documents that will be due March 31, 2023. Please confirm that is the case.
 
Thank you,
 
 
Meghan Huffstutter, CFE
Financial Analyst
Comptroller of the Treasury
Division of Local Government Finance
425 Rep. John Lewis Way N. | Nashville, TN 37243
Meghan.Huffstutter@cot.tn.gov | Direct Line 615.747.5379 | Main Line 615.747.5260
LGF@cot.tn.gov
 
signature_53013356

 
Mission: To Make Government Work Better
 

From: Meghan Huffstutter <Meghan.Huffstutter@cot.tn.gov> 
Sent: Friday, March 10, 2023 11:27 AM
To: bbyrd@smwb.net
Cc: Ross Colona <Ross.Colona@cot.tn.gov>
Subject: Re: TSUD Document Request
 
Gina,
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Please use this email thread for communication. You sent me an email in another thread today
stating that you did not get the original message dated February 27th. 
 
If you are attesting that you did not receive the original email in this email chain, but you received
the follow up email, please indicate so.
 
Meghan
 
Get Outlook for iOS

From: Meghan Huffstutter <Meghan.Huffstutter@cot.tn.gov>
Sent: Friday, March 10, 2023 8:55:35 AM
To: bbyrd@smwb.net <bbyrd@smwb.net>
Cc: Ross Colona <Ross.Colona@cot.tn.gov>
Subject: Re: TSUD Document Request
 
Good morning,
 
I’m just reaching out to confirm you received the previous email. 
 
Thanks,
 
Meghan 
 
Get Outlook for iOS

From: Meghan Huffstutter
Sent: Monday, February 27, 2023 10:43:04 AM
To: bbyrd@smwb.net <bbyrd@smwb.net>
Cc: Ross Colona <Ross.Colona@cot.tn.gov>
Subject: TSUD Document Request
 
Good Morning,
 
Please see the attached letter from our office requesting documents and information as part of the
UMRB investigation.
 
Thank you,
 
Meghan Huffstutter, CFE
Financial Analyst
Comptroller of the Treasury
Division of Local Government Finance
425 Rep. John Lewis Way N. | Nashville, TN 37243
Meghan.Huffstutter@cot.tn.gov | Direct Line 615.747.5379 | Main Line 615.747.5260
LGF@cot.tn.gov
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signature_53013356

 
Mission: To Make Government Work Better
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From: bbyrd@smwb.net
To: Meghan Huffstutter
Subject: letter
Date: Friday, March 10, 2023 10:58:05 AM

Ms Meghan,

Gina Byrd from Tarpley Shop Utility, I did not receive a letter with your email.
please try and send it again.

Thank You
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From: bbyrd@smwb.net
To: Meghan Huffstutter
Subject: documents
Date: Friday, March 10, 2023 2:58:47 PM

ok, i looked back on feb 27th and i received that request. i thought this was something new.
but on this one today,.
the only thing i got in email was an 'image' that was blank. i didnt receive that list that you
sent on the 27th of l
feb.
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Chanute Pall Mall Utility District 
 
Staff Summary: 
 
The Chanute Pall Mall Utility District (“the District”) was under Board oversight for financial 
distress from approximately 2015 until it’s dissolution in 2021. The Board authorized Board staff 
to refer the District to the Attorney General’s Office for enforcement of Board orders on March 
1, 2018. The Attorney General’s Office filed suit against the District on June 28, 2019. The 
District merged its service into the City of Byrdstown pursuant to a petition filed on or about 
March 8, 2021. The District no longer exists as a legal entity.  
 
The Board’s case against the District remains open in the Chancery Court for Fentress County.  
 
Staff Recommendation: 
 
Board staff and the Attorney General’s Office may pursue the close of this case by whatever 
means they deem most expedient and appropriate. 
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