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Independent Auditor’s Report 

 
 
Board of Directors 
Northwest Tennessee Economic Development Council 
Dresden, Tennessee 
 
Report on the Financial Statements 
 
We have audited the accompanying financial statements of the governmental activities and each major 
fund of the Northwest Tennessee Economic Development Council as of and for the year ended June 30, 
2019, and the related notes to the financial statements, which collectively comprise the Council’s basic 
financial statements, as listed in the table of contents.   
 
Management’s Responsibility for the Financial Statements 
 
Management is responsible for the preparation and fair presentation of these financial statements in 
accordance with accounting principles generally accepted in the United States of America; this includes 
the design, implementation, and maintenance of internal control relevant to the preparation and fair 
presentation of financial statements that are free from material misstatement, whether due to fraud or 
error. 
  
Auditor’s Responsibility 
 
Our responsibility is to express opinions on these financial statements based on our audit. We conducted 
our audit in accordance with auditing standards generally accepted in the United States of America and 
the standards applicable to financial audits contained in Government Auditing Standards, issued by the 
Comptroller General of the United States. Those standards require that we plan and perform the audit to 
obtain reasonable assurance about whether the financial statements are free from material misstatement. 
 
An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in 
the financial statements. The procedures selected depend on the auditor’s judgment, including the 
assessment of the risks of material misstatement of the financial statements, whether due to fraud or 
error. In making those risk assessments, the auditor considers internal control relevant to the entity’s 
preparation and fair presentation of the financial statements in order to design audit procedures that are 
appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness 
of the entity’s internal control. Accordingly, we express no such opinion.  An audit also includes evaluating 
the appropriateness of accounting policies used and the reasonableness of significant accounting 
estimates made by management, as well as evaluating the overall presentation of the financial 
statements. 
 
We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for 
our audit opinions. 
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Opinions  
 
In our opinion, the financial statements referred to above present fairly, in all material respects, the 
respective financial position of the governmental activities and each major fund of the Northwest 
Tennessee Economic Development Council as of June 30, 2019, and the respective changes in financial 
position for the year then ended in accordance with accounting principles generally accepted in the United 
States of America. 
 
Other Matters 
 
Required Supplementary Information 

Accounting principles generally accepted in the United States of America require that the management's 
discussion and analysis on pages 5 through 8 and the other postemployment benefit schedules on pages 
27 and 28 be presented to supplement the basic financial statements.  Such information, although not a 
part of the basic financial statements, is required by the Governmental Accounting Standards Board, who 
considers it to be an essential part of financial reporting for placing the basic financial statements in an 
appropriate operational, economic, or historical context.  We have applied certain limited procedures to 
the required supplementary information in accordance with auditing standards generally accepted in the 
United States of America, which consisted of inquiries of management about the methods of preparing 
the information and comparing the information for consistency with management’s responses to our 
inquiries, the basic financial statements, and other knowledge we obtained during our audit of the basic 
financial statements. We do not express an opinion or provide any assurance on the information because 
the limited procedures do not provide us with sufficient evidence to express an opinion or provide any 
assurance.  
 
Other Information  

Our audit was conducted for the purpose of forming opinions on the financial statements that collectively 
comprise the Northwest Tennessee Economic Development Council’s basic financial statements. The 
directory of officials, schedule of expenditures of federal awards, as required by Title 2 U.S. Code of 
Federal Regulations Part 200, Uniform Administrative Requirements, Cost Principles, and Audit 
Requirements for Federal Awards, and schedule of state financial assistance are presented for purposes 
of additional analysis and are not a required part of the basic financial statements.   
 
The schedule of expenditures of federal awards and schedule of state financial assistance are the 
responsibility of management and were derived from and relate directly to the underlying accounting and 
other records used to prepare the basic financial statements.  Such information has been subjected to 
the auditing procedures applied in the audit of the financial statements and certain additional procedures, 
including comparing and reconciling such information directly to the underlying accounting and other 
records used to prepare the basic financial statements or to the basic financial statements themselves, 
and other additional procedures in accordance with auditing standards generally accepted in the United 
States of America.  In our opinion, the schedule of expenditures of federal awards and schedule of state 
financial assistance are fairly stated in all material respects in relation to the basic financial statements 
as a whole.  
 
The directory of officials has not been subjected to the auditing procedures applied in the audit of the 
basic financial statements, and accordingly, we do not express an opinion or provide any assurance on 
it. 
 
Other Reporting Required by Government Auditing Standards  
 
In accordance with Government Auditing Standards, we have also issued our report dated January 10, 
2020, on our consideration of the Northwest Tennessee Economic Development Council's internal control 
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over financial reporting and on our tests of its compliance with certain provisions of laws, regulations, 
contracts, and grant agreements and other matters. The purpose of that report is solely to describe the 
scope of our testing of internal control over financial reporting and compliance and the results of that 
testing, and not to provide an opinion on the effectiveness of the Council’s internal control over financial 
reporting or on compliance.  That report is an integral part of an audit performed in accordance with 
Government Auditing Standards in considering Northwest Tennessee Economic Development Council’s 
internal control over financial reporting and compliance. 
 
 

Alexander Thompson Arnold PLLC 
 
Union City, Tennessee 
January 10, 2020 
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Management’s Discussion and Analysis 
 
As management of the Northwest Tennessee Economic Development Council, we offer readers of the 
financial statements for the Council this narrative overview and analysis of the financial activities for the 
year ended June 30, 2019.  We encourage the readers to consider the information here in conjunction with 
the Independent Auditor’s Report and the Council’s financial statements.  Professional standards require 
the inclusion of certain comparative information in the Management’s Discussion and Analysis (MD&A). 
 
Financial Highlights 
 
 The assets of the Council exceeded its liabilities at June 30, 2019, by $1,747,759.  Net position 

decreased by $370,466 from the prior year.  The main component of the decrease in net position 
was depreciation of $441,204 on capital assets. 

 As of the close of the current fiscal year, the Council reported combined ending fund balance of 
$251,763, an increase of $30,970 from the previous year.  Of this balance, $161,767 is available 
for spending at the Council’s discretion (unassigned fund balance) and $89,996 is restricted for 
grant programs.   

 At the end of the current fiscal year, the unassigned fund balance of $161,767 was 0.8% of total 
governmental fund expenditures, the same percentage as the prior year.   

 
Overview of the Financial Statements 
 
This discussion and analysis is intended to serve as an introduction to the Council’s basic financial 
statements.  The Council’s basic financial statements comprise four components:  1) government-wide 
financial statements, 2) fund financial statements, 3) notes to the financial statements, and 4) required 
supplementary information.  This report also contains other supplementary information in addition to the 
basic financial statements themselves. 
Government-wide financial statements.  The government-wide financial statements are designed to 
provide readers with a broad overview of the Council’s finances, in a manner similar to a private-sector 
business. 
The statement of activities presents information showing how the government’s net position changed 
during the most recent fiscal year.  All changes in net position are reported as soon as the underlying 
event giving rise to the change occurs, regardless of the timing of related cash flows.  Thus, revenues 
and expenses are reported in this statement for some items that will only result in cash flow in future 
fiscal periods (e.g., grant funds receivable). 
The government-wide financial statements distinguish functions that are principally supported by 
intergovernmental revenues (governmental activities) from other functions that are intended to recover 
all or a significant portion of their costs through user fees (business-type activities).  The Council’s 
governmental activities include grant program administration, finance and support services.  The Council 
has no business-type activities to report. 
Fund financial statements.  A fund is a grouping of related accounts that is used to maintain control 
over resources that have been segregated for specific activities or objectives.  The Council, like other 
state and local governments, uses fund accounting to ensure and demonstrate compliance with finance-
related legal requirements.  All of the funds of the Council can be grouped into one category: 
governmental funds. 
Governmental funds.  Governmental funds are used to account for essentially the same functions 
reported as governmental activities in the government-wide financial statements.  However, unlike the 
government-wide financial statements, governmental fund financial statements focus on near-term 
inflows and outflows of spendable resources, as well as on balances of spendable resources available 
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at the end of the fiscal year.  Such information may be useful in evaluating a government’s near-term 
financial requirements. 
Because the focus of governmental funds is narrower than that of the government-wide financial 
statements, it is useful to compare the information presented for governmental funds with similar 
information presented for governmental activities in the government-wide financial statements.  By doing 
so, readers may better understand the long-term impact of the government’s near-term financing 
decisions.  Both the governmental fund balance sheet and the governmental fund statement of revenues, 
expenditures, and changes in fund balances provide a reconciliation to facilitate this comparison between 
governmental funds and governmental activities. 

The Council maintains two individual governmental funds.  Information is presented separately in the 
governmental fund balance sheet and in the governmental fund statement of revenues, expenditures, 
and changes in fund balances for the general fund and the special revenue fund. Both funds are 
considered major funds.  The Council has no non-major funds. 
 
Notes to the financial statements.  The notes provide additional information that is essential to a full 
understanding of the data provided in the government-wide and fund financial statements.   
 
Required supplementary information.  The Governmental Accounting Standards Board requires 
certain information be presented to supplement the basic financial statements.  The GASB considers it 
to be an essential part of financial reporting for placing the basic financial statements in an appropriate 
operational, economic, or historical context.  The Council is required to present certain schedules related 
to other postemployment benefits as a result of a new standard effective for the current fiscal year.  The 
required supplementary information is presented immediately following the Notes to the Financial 
Statements. 
 
Other information.  In addition to the basic financial statements and accompanying notes, this report 
also presents certain supplementary information.   
 
Government-wide Financial Analysis 
 
As noted earlier, net position may serve over time as a useful indicator of a government’s financial 
position.  In the case of the Council, assets exceeded liabilities by $1,747,759 at the close of the fiscal 
year ended June 30, 2019. 
A large portion of the Council’s net position reflects its investment in capital assets (e.g., buildings, and 
equipment) less any related debt used to acquire those assets that is still outstanding.  The Council uses 
these capital assets to provide services to citizens; consequently, these assets are not available for future 
spending.   
During the current fiscal year, the Council’s total net position decreased by $370,466.  This was the result 
of assets decreasing by $625,110 and liabilities, including deferred outflows and inflows relating to other 
postemployment benefits, decreasing by $254,644.  Current assets decreased by $245,076, mainly in 
grants receivable.  Capital assets decreased by $380,034, the net result of depreciation exceeding capital 
outlay additions for the current year.  Liabilities decreased, mainly in accounts payable related to grant 
expenditures.   
The following table provides a summary of the Council’s net position for the years ended June 30, 2019 
and 2018. 
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Condensed Statements of Net Position 
 

Governmental Governmental 
Activities Activities

June 30, 2019 June 30, 2018
Assets

Current assets 583,116$         828,192$         
Capital assets - net of accumulated depreciation 1,763,623        2,143,657        

Total assets 2,346,739        2,971,849        

Deferred outflows of resources 12,410             1,030               

Liabilities
Long-term liabilities 245,104           236,533           
Other liabilities 331,353           607,399           

Total liabilities 576,457           843,932           

Deferred inflows of resources 34,933             10,722             

Net position
Investment in capital assets 1,763,623        2,143,657        
Restricted 89,996             94,430             
Unrestricted (105,860)          (119,862)          

Total net position 1,747,759$       2,118,225$       

 
The table below summarizes the changes in net position for fiscal years 2019 and 2018. 
 

Condensed Statements of Activities 
 

Governmental Governmental 
Activities Activities

June 30, 2019 June 30, 2018
Revenues

Program revenues
Operating grants and contributions 18,969,835$     16,271,865$     
Capital grants and contributions -                      474,000           

General revenues
Interest 627                 620                 
Other miscellaneous revenues 146,711           94,486             

Total revenues 19,117,173       16,840,971       

Expenses
Child education 12,952,761       12,617,888       
Home energy assistance 4,405,923        2,339,990        
Community services programs 638,774           544,763           
Food 1,355,463        1,168,967        
Support services 134,718           125,478           

Total expenses 19,487,639       16,797,086       

Change in net position (370,466)$        43,885$           
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Program revenues from grants and contributions provide substantially all revenues for governmental 
activities, which are expended primarily on child education and home energy assistance programs.  
Grants and contributions increased by $2.7 million, mainly in home energy assistance programs.  The 
Council received a donated building in the prior year, which was reflected as a capital contribution of 
$474,000 in the statement above.  Expenses also increased by $2.7 million, which includes depreciation 
expense on capital assets of $441 thousand.   
The following table shows net revenue or expense for each program or function of the Council.   
 

June 30, 2019 2018
Revenues Expenses Net Net

Program activities:
Child education 12,587,765$   12,952,761$   (364,996)$   85,421$     
Home energy assistance 4,405,923      4,405,923      -                -                
Community services programs 636,809         638,774         (1,965)        (7,220)        
Food 1,339,338      1,355,463      (16,125)      (3,944)        

Support services:
Corporate activities -                    134,718         (134,718)    (125,478)    

Total 18,969,835$   19,487,639$   (517,804)$   (51,221)$    

 
Financial Analysis of the Government’s Funds 
As noted earlier, the Council uses fund accounting to ensure and demonstrate compliance with finance-
related legal requirements. 
Governmental funds.  The focus of the Council’s governmental funds is to provide information on near-
term inflow, outflows, and balances of spendable resources.  Such information is useful in assessing the 
Council’s financing requirements.  In particular, unassigned fund balance may serve as a useful measure 
of a government’s net resources available for spending at the end of the fiscal year. 
As of the end of the current fiscal year, the Council’s governmental funds reported combined ending fund 
balances of $251,763.  Of this amount, $161,767 constitutes unassigned fund balance in the general 
fund, which is available for spending at the Council’s discretion and $89,996 was restricted for grant 
programs and reported in the special revenue fund.   
As a measure of the Council’s liquidity, it may be useful to compare unassigned fund balance to total 
expenditures.  Unassigned fund balance represents 0.8% of the total governmental fund expenditures, 
which indicates that the majority of funds received are spent on program activities, rather than retained 
and accumulated.   
 
Capital Assets 
The Council’s investment in capital assets as of June 30, 2019, amounts to $1,763,623 net of 
accumulated depreciation.  This investment in capital assets includes land, buildings, vehicles and 
equipment.  The majority of capital assets are accounted for in the Head Start program for child education.  
During the current fiscal year, there were capital asset additions of $61,170 offset by depreciation of 
$441,204, for a net change from the prior year of ($380,034).  
 
Requests for Information 
This financial report is designed to provide a general overview of the Council’s finances for all those with 
an interest in the government’s finances.  Questions concerning any of the information provided in this 
report or requests for additional financial information should be addressed to the Northwest Tennessee 
Economic Development Council, 231 South Wilson Street, Dresden, Tennessee  38225. 



Governmental

Activities

Assets

Cash and cash equivalents 21,500$            

Accounts receivable 56,048              

Grants receivable 397,736            

Inventory 107,832            

Land 53,200              

Capital assets being depreciated, net:

Buildings and improvements 1,412,797         

Equipment 192,840            

Vehicles 104,786            

Total capital assets 1,763,623         

Total assets 2,346,739         

Deferred Outflows of Resources

Deferred outflows related to other postemployment benefits 12,410              

Liabilities

Bank overdraft 48,190              

Accounts payable 175,331            

Grant advancements 107,832            

Noncurrent liabilities:

Other postemployment benefits liability 245,104            

Total liabilities 576,457            

Deferred Inflows of Resources

Deferred inflows related to other postemployment benefits 34,933              

Net Position

Investment in capital assets 1,763,623         

Restricted 89,996              

Unrestricted (105,860)           

Total net position 1,747,759$       

NORTHWEST TENNESSEE ECONOMIC DEVELOPMENT COUNCIL

STATEMENT OF NET POSITION

 June 30, 2019

The accompanying notes are an integral part of these financial statements.
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Net (Expense)

Revenue and

Changes in

Net Position

Operating Capital

Grants and Grants and Governmental

Functions/Programs Expenses Contributions Contributions Activities

Governmental activities:

Program activities

Child education 12,952,761$   12,587,765$    (364,996)$        

Home energy assistance program 4,405,923       4,405,923        -                       -                       

Community services programs 638,774          636,809           -                       (1,965)              

Food 1,355,463       1,339,338        -                       (16,125)            

Total program activities 19,352,921     18,969,835      -                       (383,086)          

Support services

Corporate activities 134,718          -                       -                       (134,718)          

Total governmental activities 19,487,639$   18,969,835$    -$                     (517,804)          

General revenues:

Interest 627                  

Gain on sale of assets 4,423               

Other revenue 142,288           

Total general revenues 147,338           

Change in net position (370,466)          

Net position - beginning 2,118,225        

Net position - ending 1,747,759$      

NORTHWEST TENNESSEE ECONOMIC DEVELOPMENT COUNCIL

STATEMENT OF ACTIVITIES

For the year ended June 30, 2019

Program Revenues

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

General Revenue Governmental

Fund Fund Funds

Assets

Cash and cash equivalents -$                   21,500$          21,500$             

Accounts receivable 55,845           203                 56,048               

Grants receivable -                     397,736          397,736             

Due from other fund 164,803         -                      164,803             

Inventory - commodities -                     107,832          107,832             

Total assets 220,648$       527,271$        747,919$           

Liabilities and fund balances

Liabilities

Bank overdraft 48,190$         -$                    48,190$             

Accounts payable 10,691           164,640          175,331             

Grant advancements -                     107,832          107,832             

Due to other fund -                     164,803          164,803             

Total liabilities 58,881           437,275          496,156             

Fund balances

Restricted -                     89,996            89,996               

Unassigned 161,767         -                      161,767             

Total fund balances 161,767         89,996            251,763             

Total liabilities and fund balances 220,648$       527,271$        747,919$           

Reconciliation of fund balance of governmental funds to net position of governmental activities

Fund balance of governmental funds shown above 251,763$           

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

different because:

Capital assets used in governmental activities are not financial resources and,

therefore, are not reported in funds. 1,763,623          

Long-term liabilities are not expected to be paid in the current period and,

therefore, are not reported in the funds. (267,627)           

Net position of governmental activities 1,747,759$        

NORTHWEST TENNESSEE ECONOMIC DEVELOPMENT COUNCIL

BALANCE SHEET

GOVERNMENTAL FUNDS

 June 30, 2019

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

General Revenue Governmental

Fund Fund Funds

Revenues

Grants -$                     18,347,981$    18,347,981$    

Commodities -                       615,855           615,855           

Contributions -                       6,000               6,000               

Interest income 627                  -                       627                  

Other 178,810           13,583             192,393           

Total revenues 179,437           18,983,419      19,162,856      

Expenditures

Personnel 9,384               9,499,636        9,509,020        

Consultants and contract labor 1,712               612,348           614,060           

Travel 195                  408,209           408,404           

Occupancy/building maintenance 48,014             912,396           960,410           

Consumable supplies 436                  700,219           700,655           

Communications 233                  252,109           252,342           

Equipment/maintenance 51                    362,707           362,758           

Other program support 83,921             876,766           960,687           

Postage, printing and publications 15                    63,698             63,713             

Client benefits 72                    4,662,539        4,662,611        

Assistance to other programs -                       9,007               9,007               

Small equipment -                       12,364             12,364             

Commodity food -                       615,855           615,855           

Total expenditures 144,033           18,987,853      19,131,886      

Revenues over (under) expenditures 35,404             (4,434)              30,970             

Fund balances - beginning 126,363           94,430             220,793           

Fund balances - ending 161,767$         89,996$           251,763$         

Net change in fund balance of governmental funds shown above 30,970$           

Amounts reported for the governmental activities in the statement of activities are

different because:

Governmental funds report capital outlays as expenditures.  However, in the statement

of activities the cost of those assets is allocated over their estimated useful lives and

reported as depreciation expense in the current period.  This is the amount by which

depreciation exceeded capital outlay in the current period. (380,034)          

Expenses reported in the statement of activities for other postemployment benefits do 

not require the use of current financial resources and, therefore, are not reported as

expenditures in governmental funds. (21,402)            

Change in net position of governmental activities (370,466)$        

NORTHWEST TENNESSEE ECONOMIC DEVELOPMENT COUNCIL

STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES IN

FUND BALANCES - GOVERNMENTAL FUNDS

For the year ended June 30, 2019

The accompanying notes are an integral part of these financial statements.
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NOTE 1 – SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 
The Northwest Tennessee Economic Development Council is a private, nonprofit, community-based 
organization created for the purpose of helping to eliminate poverty through community action.  The 
Council serves the Tennessee counties of Benton, Carroll, Crockett, Dyer, Gibson, Henry, Lake, 
Madison, Obion, Weakley, Lauderdale, Tipton, and Fayette.  It is governed by a board of directors 
comprised of elected public officials and low-income individuals representing the counties served and 
members of the business, labor, religious, education, and other major groups in the community, selected 
by the board.  The Northwest Tennessee Economic Development Council is primarily supported through 
federal and state government grants.  For the year ended June 30, 2019, approximately 66% of the 
Council’s grant revenue was provided under Head Start grants from the federal government. 
The Northwest Tennessee Economic Development Council is a quasi-governmental agency.  The 
financial statements of the Council have been prepared in conformity with U.S. generally accepted 
accounting principles (GAAP) as applied to governmental units.  The Governmental Accounting 
Standards Board (GASB) is the accepted standard-setting body for establishing governmental 
accounting and financial reporting principles.  The more significant accounting policies of the Council are 
described below. 
 
A.  Reporting Entity 

The Northwest Tennessee Economic Development Council's basic financial statements include all 
Council operations.  The criteria for including organizations as component units within the Council's 
reporting entity include whether: 

• the organization is legally separate (can sue and be sued in their own name) 
• the Council holds the corporate powers of the organization 
• the Council appoints a voting majority of the organization's board 
• the Council is able to impose its will on the organization 
• the organization has the potential to impose a financial benefit/burden on the Council 
• there is fiscal dependency by the organization on the Council 

Based on the aforementioned criteria, the Council has no component units. 
 

B.  Government-wide and Fund Financial Statements 
The government-wide financial statements (i.e., the statement of net position and the statement of 
activities) report information on all of the non-fiduciary activities of the Council. As a general rule, the 
effect of interfund activity has been eliminated from the government-wide financial statements.  
The statement of activities demonstrates the degree to which the direct expenses of a given function 
or segment are offset by program revenues. Direct expenses are those that are clearly identifiable 
with a specific function or segment. Program revenues include (1) charges to customers or applicants 
who purchase, use, or directly benefit from goods, services, or privileges provided by a given function 
or segment and (2) grants and contributions that are restricted to meeting the operational or capital 
requirements of a particular function or segment. Other items not properly included among program 
revenues are reported as general revenues. 
The Council is comprised of only governmental funds. Major individual governmental funds are 
reported as separate columns in the fund financial statements.  The Council reports the following 
major governmental funds: 



NORTHWEST TENNESSEE ECONOMIC DEVELOPMENT COUNCIL 
NOTES TO BASIC FINANCIAL STATEMENTS 

June 30, 2019 
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The General Fund is the Council’s primary operating fund. It accounts for all financial resources 
that are not required to be accounted for in a separate fund by law or contractual agreement.  
General operating expenditures and capital improvement costs that are not paid through other 
funds are paid from the General Fund. 
The Special Revenue Fund accounts for the program activities of the Council, which include 
economic development and rehabilitation, home energy assistance, Head Start, and other social 
service programs.  Revenues for the programs are provided mainly through federal and state 
financial aid.  Expenditures in excess of program funding are financed with transfers from the 
General Fund.   
 

C.  Measurement Focus and Basis of Accounting 
The government-wide financial statements are reported using the economic resources measurement 
focus and the accrual basis of accounting. Revenues are recorded when earned, and expenses are 
recorded when a liability is incurred, regardless of the timing of related cash flows. Grants and similar 
items are recognized as revenue as soon as all eligibility requirements imposed by the provider have 
been met. 
Governmental fund financial statements are reported using the current financial resources 
measurement focus and the modified accrual basis of accounting. Revenues are recognized as soon 
as they are both measurable and available. Revenues are considered to be available when they are 
collectible within the current period or soon enough thereafter to pay liabilities of the current period. 
For this purpose, the Council considers revenues to be available if they are collected within 60 days 
of the end of the current fiscal period. Expenditures generally are recorded when a liability is incurred, 
as under accrual accounting. However, debt service expenditures, as well as expenditures related to 
compensated absences and claims and judgments, are recorded only when payment is due. 
In general, federal and state grants and interest associated with the current fiscal period are all 
considered to be susceptible to accrual and so have been recognized as revenues of the current 
fiscal period. All other revenue items are considered to be measurable and available only when cash 
is received by the Council. 
  

D.  Use of Estimates 
The preparation of financial statements in conformity with generally accepted accounting principles 
requires management to make estimates and assumptions that affect certain reported amounts and 
disclosures. Accordingly, actual results could differ from those estimates. 
 

E.  Assets, Liabilities, Revenues, Expenditures, and Fund Balances 
Deposits and Investments 
The Council’s cash and cash equivalents are considered to be cash on hand, demand deposits at 
financial institutions, and highly liquid investments with an original maturity of three months or less.  
State statutes authorize the Council to invest in bonds, notes or treasury bills of the United States or 
any of its agencies, certificates of deposit at Tennessee state chartered banks and savings and loan 
associations and federally chartered banks and savings and loan associations, repurchase 
agreements utilizing obligations of the United States or its agencies as the underlying securities, and 
the State pooled investment fund.   The Council held no investments at June 30, 2019. 
 
 



NORTHWEST TENNESSEE ECONOMIC DEVELOPMENT COUNCIL 
NOTES TO BASIC FINANCIAL STATEMENTS 

June 30, 2019 
 
 

-15- 

Receivables and Payables 
In governmental funds, federal, state, and local agency entitlements and non-reimbursable grants are 
recorded as receivables and revenues when measurable and available.  Program funds authorized 
from such agencies primarily for reimbursement of allowable costs incurred up to amounts contracted 
for under each grant are accounted for at the time such costs are incurred.  Since the accounting 
cycles for the individual grants do not necessarily coincide with the Council’s fiscal year, assets and 
liabilities may exist at the Council’s balance sheet date relative to grant funds receivable or received 
in advance. 
Governmental funds defer revenue recognition in connection with resources that have been received, 
but not yet earned.  Unearned grant revenue is reported as grant advancements in the accompanying 
financial statements.   
Activity between funds that are representative of lending/borrowing arrangements outstanding at the 
end of the fiscal year are referred to as either “due to/from other funds” (i.e., the current portion of 
interfund loans) or “advances to/from other funds” (i.e., the noncurrent portion of interfund loans). 
 
Inventory 
Inventory is comprised of food commodities received but not yet distributed.  The value of 
commodities is based on valuations from the State of Tennessee Department of Agriculture.  The 
Council includes inventory as of June 30 in grant funds received in advance; therefore, there is not a 
corresponding portion of fund balance to be allocated as nonspendable.  
 
Capital Assets 
Capital assets, including property, vehicles, and equipment, are reported in the applicable 
governmental activities columns in the government-wide financial statements. Capital assets are 
defined by the Council as assets with an initial, individual cost of more than $5,000. Such assets are 
recorded at historical cost or estimated historical cost if purchased or constructed. Donated capital 
assets are recorded at estimated fair market value at the date of donation. 
Capital assets are depreciated using the straight line method over the following useful lives: 

 Buildings 15 – 25 years 
 Equipment 3 years 
 Vehicles 5 years 

Property and equipment purchased with grant funds are owned by the Northwest Tennessee Economic 
Development Council while used in the program for which they were purchased or in future authorized 
programs.  However, the various funding sources have reversionary interest in the property and 
equipment purchased with grant funds.  The disposition of property and equipment, as well as the 
ownership of any proceeds therefrom, is subject to funding source regulations. 
 

 Deferred Outflows/Inflows of Resources 
In addition to assets, the statements of financial position will sometimes report a separate section for 
deferred outflows of resources.  This separate financial statement element represents a consumption 
of net position that applied to a future period(s) and so will not be recognized as an outflow of 
resources (expense/expenditure) until then.  The Council had deferred outflows related to other 
postemployment benefits.  See Note 5C for details. 
In addition to liabilities, the statements of financial position will sometimes report a separate section 
for deferred inflows of resources.  This separate financial statement element represents an acquisition 
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of net position or fund balance that applies to a future period(s) and so will not be recognized as an 
inflow of resources (revenue) until that time.  The Council has deferred inflows related to 
postemployment benefits.  See Note 5C for details concerning these items.  

 
Other Postemployment Benefits (OPEB) 
For purposes of measuring the total OPEB liability, deferred outflows of resources and deferred 
inflows of resources related to OPEB, and OPEB expense, information about the fiduciary net position 
of the Local Government OPEB Plan administered by the Tennessee Department of Finance and 
Administration, and additions to/deductions from the plan’s fiduciary net position have been determined 
on the same basis as they are reported by the State. For this purpose, benefits are recognized when 
due and payable in accordance with the benefit terms of the Local Government OPEB Plan. 
 
Net Position Flow Assumption 
Sometimes the Council will fund outlays for a particular purpose from both restricted (e.g., restricted 
bond or grant proceeds) and unrestricted resources.  In order to calculate the amounts to report as 
restricted net position and unrestricted net position in the financial statements, a flow assumption must 
be made about the order in which the resources are considered to be applied.  It is the Council’s policy 
to consider restricted net position to have been depleted before unrestricted net position is applied. 
 
Fund Balance Policies 
In the governmental fund financial statements, fund balances are classified as follows: 

• Restricted – amounts that can be spent only for specific purposes because of limitations 
imposed by creditors, grantors, or contributors or by enabling legislation or constitutional 
provisions 

• Unassigned – all amounts in the general fund not included in other spendable classifications 
In order to calculate the amounts to report as restricted, committed, assigned, and unassigned fund 
balance, a flow assumption must be made about the order in which the resources are considered to 
be applied.  It is the Council’s policy to first apply the expenditure toward restricted fund balance and 
then to other, less-restrictive classifications – committed and then assigned fund balances, before 
using unassigned fund balances.  As of June 30, 2019, the Council had restricted $89,996 for state 
and local grants.   
 
Cost Allocations 
Joint costs are allocated to benefiting programs using various methods depending on the type of joint 
cost being allocated. Joint costs are those costs incurred for the common benefit of all Council 
programs, which cannot be readily identified with a final cost objective.  Costs are allocated as follows: 
Personnel – Administrative and financial personnel are allocated to programs based on the 
percentage of direct program expense to total government-wide direct expense.  This allocation 
method has been approved by the U.S. Department of Health and Human Services.   
Space Costs – Depreciation and utilities are allocated to benefiting programs based on the square 
footage of usable space occupied by the program. 
Insurance – Insurance is allocated to benefiting programs depending on the equipment or space 
covered by the insurance.  Any Council liability insurance is allocated based on the ratio of direct 
labor expenses to total Council direct labor expenses. 
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Other joint costs (excluding telephone and postage) are allocated to programs based on program 
direct labor costs to total Council direct labor costs.  Telephone and postage are charged directly to 
programs based on actual usage. 
 

NOTE 2 – RECONCILIATION OF GOVERNMENT-WIDE AND FUND FINANCIAL STATEMENTS 
The governmental funds balance sheet includes a reconciliation between fund balance – total governmental 
funds and net position – governmental activities as reported in the government-wide statement of net 
position. The reconciliation explains that “capital assets used in governmental activities are not financial 
resources and, therefore, are not reported in the funds.” Details of this $1,763,623 difference are as follows: 

Governmental funds capital assets $ 8,763,529 
Less: accumulated depreciation  (6,999,906) 
   Net adjustment  $ 1,763,623 

The statement of revenues, expenditures, and changes in fund balances – governmental funds includes 
a reconciliation between net changes in fund balance – total governmental funds and changes in net 
position of governmental activities as reported in the government-wide statement of activities. That 
reconciliation explains that “governmental funds report capital outlays as expenditures. However, in the 
statement of activities the cost of those assets is allocated over their estimated useful lives and reported 
as depreciation expense."  The details of the $380,034 difference are as follows: 

Capital outlay $ 61,170 
Less: depreciation expense  (441,204) 
   Net adjustment $ (380,034) 

 
NOTE 3 – BUDGETARY INFORMATION 
The Council receives funds under numerous grants and contracts with various budget cycles.  Since 
these budgets do not relate in a meaningful way to the fiscal year information presented, no budgetary 
comparisons have been included in these financial statements.   
 
NOTE 4 – DETAILED NOTES ON ALL FUNDS 
 
A.  Bank Deposits  

Custodial Credit Risk – The Council’s policies limit deposits and investments to those instruments 
allowed by applicable state laws.  State statutes require that all deposits with financial institutions must 
be collateralized by securities whose market value is equal to 105% of the value of uninsured deposits.  
The deposits must be collateralized by federal depository insurance or the Tennessee Bank Collateral 
Pool, by collateral held by the Council’s agent in the Council’s name, or by the Federal Reserve Banks 
acting as third party agents.  As of June 30, 2019, all bank deposits were fully collateralized or insured. 
 

  



NORTHWEST TENNESSEE ECONOMIC DEVELOPMENT COUNCIL 
NOTES TO BASIC FINANCIAL STATEMENTS 

June 30, 2019 
 
 

-18- 

B.  Capital Assets 
Capital asset activity for the year ended June 30, 2019, was as follows: 

Beginning Ending
Balance Increases Decreases Balance

Capital assets, not being depreciated
Land 53,200$       -$             -$               53,200$       

Capital assets, being depreciated
Buildings and improvements 5,649,987    12,270      -                 5,662,257    
Equipment 2,014,144    -               -                 2,014,144    
Vehicles 1,162,234    48,900      -                 1,211,134    

Total 8,826,365    61,170      -                 8,887,535    
Less accumulated depreciation for

Buildings and improvements 3,995,701    253,759     -                 4,249,460    
Equipment 1,663,025    158,279     -                 1,821,304    
Vehicles 1,077,182    29,166      -                 1,106,348    

Total 6,735,908    441,204     -                 7,177,112    

Total being depreciated, net 2,090,457    (380,034)    -                 1,710,423    

Governmental activities capital assets, net 2,143,657$  (380,034)$  -$               1,763,623$   
 
Depreciation expense of $409,604 was charged to the child education function/program of the Council 
and $31,600 was charged to corporate activities for the year ended June 30, 2019. 

 
C.  Lease Agreements 

The Council leases various facilities in which to operate its programs.  Rent expense for the year 
ended June 30, 2019, was $101,051.  Future minimum lease payments for non-cancelable leases 
with remaining terms in excess of one year are as follows: 
 

Year ending June 30, 2020  $ 22,602 
Year ending June 30, 2021   6,000 
Year ending June 30, 2022   6,000 

Total  $ 34,602 

NOTE 5 – OTHER INFORMATION 
 
A.  Risk Management 

The Northwest Tennessee Economic Development Council is exposed to various risks related to 
general liability and property and casualty losses.  The Council joined The Tennessee Municipal 
League Risk Management Pool which is a public entity risk pool.  The Council pays an annual 
premium to the TML Pool for its general and personal liability, property, casualty, and errors and 
omissions insurance coverage.  The TML Pool is designed to be self-sustaining through member 
premiums.   
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The Council continues to carry commercial insurance for all other risks of loss, including workers 
compensation, employee health and accident.  Settled claims from these losses have not exceeded 
commercial insurance coverage in any of the past three fiscal years. 

 
B.  Retirement Plan 

The Council has the Northwest Tennessee Economic Development Council Profit Sharing Plan, a 
non-participatory, defined contribution retirement plan administered by Ameritas Life Insurance Corp.  
The Plan covers substantially all employees of the Northwest Tennessee Economic Development 
Council.  Employees who have completed six months of service and are age 18 or older are eligible 
to participate in the Plan.  Employees must be employed at the end of the plan year to be eligible for 
employer contributions. However, if a participant terminates employment prior to the end of the plan 
year, they must work at least 500 hours during the plan year to be eligible for employer contributions.  
The Plan is funded by discretionary employer profit sharing contributions.  The Council contributed 
$370,019 for the plan year ended June 30, 2018, which is the most recent information available.   
Each participant’s account is credited with the Employer’s contributions, forfeitures, and fund 
earnings. Plan earnings are allocated based on individual fund balances at the end of the previous 
plan year less withdrawals during the plan year. The Employer’s contribution and forfeitures are 
allocated in proportion to each individual’s total compensation for the plan year relative to the total 
compensation of all eligible employees in the plan.  Employees become vested according to the 
following schedule: 

0 to 1 year  0% 
2 years  20% 
3 years  50% 
4 years  60% 
5 years  80% 
6 years  100% 

   
Forfeitures of non-vested participant balances are allocated to all participants eligible to share in 
allocations. There were no forfeitures for the plan year ended June 30, 2018. 
Although it has not expressed any intent to do so, the Company has the right under the plan to 
discontinue its contributions at any time and to terminate the Plan subject to the provisions of ERISA. 
In the event of termination of the Plan, the interests of all participants and beneficiaries accrued to 
the date of the termination become non-forfeitable. 
 

C.  Other Postemployment Benefits 
 

General Information about the Headstart OPEB Plan 
Plan description. Employees of Northwest Tennessee Head Start are provided with pre-65 retiree 
health insurance benefits through Obion County’s participation in the closed Local Government OPEB 
Plan (LGOP) administered by the Tennessee Department of Finance and Administration.  This plan 
is considered to be a multiple-employer defined benefit plan that is used to provide postemployment 
benefits other than pensions (OPEB).  All eligible pre-65 retired employees and disability participants 
of local governments who choose coverage participate in the LGOP.     
The Tennessee Department of Finance and Administration issues a publicly available financial report 
that can be obtained by writing to Tennessee Department of Financial and Administration, 312 Rosa 



NORTHWEST TENNESSEE ECONOMIC DEVELOPMENT COUNCIL 
NOTES TO BASIC FINANCIAL STATEMENTS 

June 30, 2019 
 
 

-20- 

L. Parks Avenue, Nashville, Tennessee, 37243, or it may be found at the Tennessee Department of 
Finance and Administration website at www.tn.gov.  
Benefits provided.  Northwest Tennessee Head Start offers the LGOP to provide health insurance 
coverage to eligible pre-65 retirees and disabled participants of local governments.  Insurance 
coverage is the only postemployment benefit provided to retirees.  An insurance committee created 
in accordance with TCA 8-27-701 establishes and amends the benefit terms of the LGOP.  All 
members have the option of choosing between the premier preferred provider organization (PPO), 
standard PPO, limited PPO, or the wellness healthsavings consumer-driven health plan (CDHP) for 
healthcare benefits.  Retired plan members of the LGOP receive the same plan benefits as active 
employees at a blended premium rate that considers the cost of all participants.  This creates an 
implicit subsidy for retirees.  Participating employers determine their own policy related to direct 
subsidies provided for the retiree premiums. Northwest Tennessee Head Start does not directly 
subsidize their pre-65 retiree insurance premiums and, therefore, are only subject to the implicit 
subsidy.  The LGOP is funded on a pay-as-you-go basis, and there are no assets accumulating in a 
trust that meets the criteria of paragraph 4 of GASB Statement No. 75.   
Employees covered by benefit terms.  At the measurement date of July 1, 2018, the following 
employees were covered by the benefit terms: 

Inactive employees currently receiving benefits 0 
Inactive employees entitled to but not yet receiving benefits 0 
Active employees 241 
 Total employees 241 

 
An insurance committee created in accordance with TCA 8-27-701 establishes the required payments 
to the LGOP by member employers and employees through the blended premiums established for 
active and retired employees.  Claims liabilities of the plan are periodically computed using actuarial 
and statistical techniques to establish premium rates.  For the fiscal year ended June 30, 2019, 
Northwest Tennessee Head Start paid $1,475 to the LGOP for OPEB benefits as they came due. 
Total OPEB Liability  
At June 30, 2019, Northwest Tennessee Head Start reported a liability of $186,188 for its total OPEB 
liability. The total OPEB liability was measured as of June 30, 2018, determined by an actuarial 
valuation as of that date.  
Actuarial assumptions. The total OPEB liability in the June 30, 2018, actuarial valuation was determined 
using the following actuarial assumptions and other inputs, applied to all periods included in the 
measurement, unless otherwise specified: 

 Inflation 2.25 percent 
 Salary increases Graded salary ranges from 3.44 to 8.72 percent based  
  on age, including inflation, averaging 4 percent 
 Healthcare cost trend rates 6.75 percent for 2019, decreasing annually over a 32- 
  year period to an ultimate rate of 3.81 percent 
 Retiree’s share of benefit-related costs Members are required to make monthly contributions in 
  order to maintain their coverage.  For the purpose of this 
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  valuation, a weighted average has been used with  
  weights derived from the current distribution of members 
  among plans offered. 

Unless noted otherwise, the actuarial demographic assumptions used in the June 30, 2018, valuation 
were the same as those employed in the July 1, 2018, Pension Actuarial Valuation of the Tennessee 
Consolidated Retirement System (TCRS).  These assumptions were developed by TCRS based on 
the results of an actuarial experience study for the period July 1, 2012 – June 30, 2016.  The 
demographic assumptions were adjusted to more closely reflect actual and expected future 
experience.  Mortality tables are used to measure the probabilities of participants dying before and 
after retirement.  The mortality rates employed in this valuation are taken from the RP-2014 Healthy 
Participant Mortality Table for Annuitants for non-disabled post-retirement mortality, with mortality 
improvement projected to all future years using Scale MP-2016.  Post-retirement tables are Blue 
Collar and adjusted with a 2% load for males and a -3% load for females.  Mortality rates for impaired 
lives are the same as those used by TCRS and are taken from a gender-distinct table published in 
the IRS Ruling 96-7 for disabled lives with a 10% load. 
Discount rate. The discount rate used to measure the total OPEB liability was 3.62 percent. This rate 
reflects the interest rate derived from yields on 20-year, tax-exempt general obligation municipal 
bonds prevailing on the measurement date with an average rating of AA/Aa, as shown on the Fidelity 
20-year Municipal GO AA index.  
Changes in assumptions.  The discount rate was changed from 3.56 percent as of the beginning of 
the measurement period to 3.62 percent as of June 30, 2018.  This change in assumption decreased 
the total OPEB liability.  It was also decided to change the status of the LGOP from a closed plan to 
one that is open to all eligible employees regardless of initial hire date.  This change in status will 
increase the OPEB liability.  Other changes in assumptions include adjustments to initial per capita 
costs and slight changes to the near-term healthcare trend rates. 
Changes in the Total OPEB Liability 

 
Balance at 6/30/17  $ 183,518 

Changes for the year:  

  Service cost   14,068 
  Interest   7,017 
  Changes in benefit terms   - 
  Differences between expected and actual experience   (26,392) 
  Changes in assumptions   8,908 
  Benefit payments   (931) 
  Other changes   - 

     Net changes   2,670 

Balance at 6/30/18  $ 186,188 

Sensitivity of total OPEB liability to changes in the discount rate. The following presents the total 
OPEB liability related to the LGOP, as well as what the total OPEB liability would be if it were 
calculated using a discount rate that is 1-percentage-point lower (2.62 percent) or 1-percentage-point 
higher (4.62 percent) than the current discount rate: 
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 Rate Liability 

1% decrease 2.62% $ 200,320 
Current rate 3.62% $ 186,188 
1% increase 4.62% $ 172,734 

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

 Rates Liability 

1% decrease  5.75% decreasing to 2.81%  $ 164,465 
Current rates 6.75% decreasing to 3.81%  $ 186,188 
1% increase 7.75% decreasing to 4.81%  $ 211,557 

 
OPEB Expense and Deferred Outflows and Inflows of Resources Related to OPEB  
OPEB expense.  For the year ended June 30, 2019, Northwest Tennessee Head Start recognized 
OPEB expense of $18,109.  
Deferred Outflows of Resources, and Deferred Inflows of Resources.  At June 30, 2019, Northwest 
Tennessee Head Start reported deferred outflows of resources and deferred inflows of resources 
related to OPEB benefits in the LGOP from the following sources: 

 Deferred 
Outflows of 
Resources 

Deferred 
Inflows of 
Resources 

Differences between expected and actual experience  $ -  $ 23,460 
Changes in assumptions    7,917   7,442 

Employer payments subsequent to the measurement date    1,475   - 
   Total  $ 9,392  $ 30,902 

 
The amount shown above for employer payments subsequent to the measurement date will be 
recognized as a reduction in total OPEB liability in the following measurement period.  Other amounts 
reported as deferred outflows of resources and deferred inflows of resources related to OPEB will be 
recognized in OPEB expense in the following measurement periods: 

 June 30, 2019 $  (2,976) 
  2020 (2,976) 
  2021 (2,976) 
  2022 (2,976) 
  2023 (2,976) 
 Thereafter (8,105) 

In the table above, positive amounts will increase OPEB expense, while negative amounts will 
decrease OPEB expense. 
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General Information about the EDC OPEB Plan 
Plan description. Employees of Northwest Tennessee EDC are provided with pre-65 retiree health 
insurance benefits through Obion County’s participation in the closed Local Government OPEB Plan 
(LGOP) administered by the Tennessee Department of Finance and Administration.  This plan is 
considered to be a multiple-employer defined benefit plan that is used to provide postemployment 
benefits other than pensions (OPEB).  All eligible pre-65 retired employees and disability participants 
of local governments who choose coverage participate in the LGOP.     
The Tennessee Department of Finance and Administration issues a publicly available financial report 
that can be obtained by writing to Tennessee Department of Financial and Administration, 312 Rosa 
L. Parks Avenue, Nashville, Tennessee  37243, or it may be found at the Tennessee Department of 
Finance and Administration website at www.tn.gov.  
Benefits provided.  Northwest Tennessee EDC offers the LGOP to provide health insurance coverage 
to eligible pre-65 retirees and disabled participants of local governments.  Insurance coverage is the 
only postemployment benefit provided to retirees.  An insurance committee created in accordance 
with TCA 8-27-701 establishes and amends the benefit terms of the LGOP.  All members have the 
option of choosing between the premier preferred provider organization (PPO), standard PPO, limited 
PPO, or the wellness healthsavings consumer-driven health plan (CDHP) for healthcare benefits.  
Retired plan members of the LGOP receive the same plan benefits as active employees at a blended 
premium rate that considers the cost of all participants.  This creates an implicit subsidy for retirees.  
Participating employers determine their own policy related to direct subsidies provided for the retiree 
premiums. Northwest Tennessee EDC does not directly subsidize their pre-65 retiree insurance 
premiums and, therefore, are only subject to the implicit subsidy.  The LGOP is funded on a pay-as-
you-go basis, and there are no assets accumulating in a trust that meets the criteria of paragraph 4 
of GASB Statement No. 75.   
Employees covered by benefit terms.  At the measurement date of July 1, 2018, the following 
employees were covered by the benefit terms: 

Inactive employees currently receiving benefits 0 
Inactive employees entitled to but not yet receiving benefits 0 
Active employees 20 
 Total employees 20 

 
An insurance committee created in accordance with TCA 8-27-701 establishes the required payments 
to the LGOP by member employers and employees through the blended premiums established for 
active and retired employees.  Claims liabilities of the plan are periodically computed using actuarial 
and statistical techniques to establish premium rates.  For the fiscal year ended June 30, 2019, 
Northwest Tennessee EDC paid $137 to the LGOP for OPEB benefits as they came due. 
Total OPEB Liability  
At June 30, 2019, Northwest Tennessee EDC reported a liability of $58,916 for its total OPEB liability. 
The total OPEB liability was measured as of June 30, 2018, determined by an actuarial valuation as 
of that date.  
Actuarial assumptions. The total OPEB liability in the June 30, 2018, actuarial valuation was determined 
using the following actuarial assumptions and other inputs, applied to all periods included in the 
measurement, unless otherwise specified: 



NORTHWEST TENNESSEE ECONOMIC DEVELOPMENT COUNCIL 
NOTES TO BASIC FINANCIAL STATEMENTS 

June 30, 2019 
 
 

-24- 

 Inflation 2.25 percent 
 Salary increases Graded salary ranges from 3.44 to 8.72 percent based  
  on age, including inflation, averaging 4 percent 
 Healthcare cost trend rates 6.75 percent for 2019, decreasing annually over a 32- 
  year period to an ultimate rate of 3.81 percent 
 Retiree’s share of benefit-related costs Members are required to make monthly contributions in 
  order to maintain their coverage.  For the purpose of this 
  valuation, a weighted average has been used with  
  weights derived from the current distribution of members 
  among plans offered 

Unless noted otherwise, the actuarial demographic assumptions used in the June 30, 2018, valuation 
were the same as those employed in the July 1, 2018, Pension Actuarial Valuation of the Tennessee 
Consolidated Retirement System (TCRS).  These assumptions were developed by TCRS based on 
the results of an actuarial experience study for the period July 1, 2012 – June 30, 2016.  The 
demographic assumptions were adjusted to more closely reflect actual and expected future 
experience.  Mortality tables are used to measure the probabilities of participants dying before and 
after retirement.  The mortality rates employed in this valuation are taken from the RP-2014 Healthy 
Participant Mortality Table for Annuitants for non-disabled post-retirement mortality, with mortality 
improvement projected to all future years using Scale MP-2016.  Post-retirement tables are Blue 
Collar and adjusted with a 2% load for males and a -3% load for females.  Mortality rates for impaired 
lives are the same as those used by TCRS and are taken from a gender-distinct table published in 
the IRS Ruling 96-7 for disabled lives with a 10% load. 
Discount rate. The discount rate used to measure the total OPEB liability was 3.62 percent. This rate 
reflects the interest rate derived from yields on 20-year, tax-exempt general obligation municipal 
bonds prevailing on the measurement date with an average rating of AA/Aa, as shown on the Fidelity 
20-year Municipal GO AA index.  
Changes in assumptions.  The discount rate was changed from 3.56 percent as of the beginning of 
the measurement period to 3.62 percent as of June 30, 2018.  This change in assumption decreased 
the total OPEB liability.  It was also decided to change the status of the LGOP from a closed plan to 
one that is open to all eligible employees regardless of initial hire date.  This change in status will 
increase the OPEB liability.  Other changes in assumptions include adjustments to initial per capita 
costs and slight changes to the near-term healthcare trend rates. 
Sensitivity of total OPEB liability to changes in the discount rate. The following presents the total 
OPEB liability related to the LGOP, as well as what the total OPEB liability would be if it were 
calculated using a discount rate that is 1-percentage-point lower (2.56 percent) or 1-percentage-point 
higher (4.56 percent) than the current discount rate: 

 Rate Liability 

1% decrease 2.62% $ 63,285 
Current rate 3.62% $ 58,916 
1% increase 4.62% $ 54,663 

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

 Rates Liability 

1% decrease  5.75% decreasing to 2.81%  $ 52,458 
Current rates 6.75% decreasing to 3.81%  $ 58,916 
1% increase 7.75% decreasing to 4.81%  $ 66,274 

 
Changes in the Total OPEB Liability 

 
Balance at 6/30/17  $ 53,015 

Changes for the year:  

  Service cost   3,099 
  Interest   1,996 
  Changes in benefit terms   - 
  Differences between expected and actual experience   (2,391) 
  Changes in assumptions   3,296 
  Benefit payments   (99) 
  Other changes   - 

     Net changes   5,901 

Balance at 6/30/18  $ 58,916 

OPEB Expense and Deferred Outflows and Inflows of Resources Related to OPEB  
OPEB expense.  For the year ended June 30, 2019, Northwest Tennessee EDC recognized OPEB 
expense of $4,906.  
Deferred Outflows of Resources, and Deferred Inflows of Resources.  At June 30, 2019, Northwest 
Tennessee EDC reported deferred outflows of resources and deferred inflows of resources related 
to OPEB benefits in the LGOP from the following sources: 

 Deferred 
Outflows of 
Resources 

Deferred 
Inflows of 
Resources 

Differences between expected and actual experience  $ -  $ 2,088 
Changes in assumptions    2,879   1,943 

Employer payments subsequent to the measurement date    137   - 
   Total  $ 3,016  $ 4,031 

 
The amount shown above for employer payments subsequent to the measurement date will be 
recognized as a reduction in total OPEB liability in the following measurement period.  Other amounts 
reported as deferred outflows of resources and deferred inflows of resources related to OPEB will be 
recognized in OPEB expense in the following measurement periods: 
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 June 30, 2019 $  (189) 
  2020 (189) 
  2021 (189) 
  2022 (189) 
  2023 (189) 
 Thereafter (207) 

In the table above, positive amounts will increase OPEB expense, while negative amounts will 
decrease OPEB expense. 
 
Aggregate OPEB Expense 
 
Total other postemployment benefit expense under both plans for the year ended June 30, 2019, was 
$23,015.  
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Schedule of Changes in Northwest Tennessee Head Start’s 
Total OPEB Liability and Related Ratios 

Local Government OPEB Plan 
Plan Years Ended June 30, 

 
 2017 2018 
  Service cost  $ 15,161  $ 14,068 
  Interest   5,477   7,017 
  Changes in benefit terms   -   - 
  Differences between expected and actual experience   -   (26,392) 
  Changes in assumptions   (9,510)   8,908 
  Benefit payments   -   (931) 
  Other changes   -   - 

     Net change in total OPEB liability   11,128   2,670 
Total OPEB liability – beginning   172,390   183,518 
Total OPEB liability – ending 
 

 $ 183,518  $ 186,188 
   
Head Start’s covered-employee payroll  $ 4,966,316  $ 5,274,692 
Total OPEB liability as a percentage of covered-employee payroll 3.7% 3.5% 

 
This schedule is required to present ten years of data. However, information measured in accordance 
with the requirements of GASB Statement No. 75 is not available for years prior to those presented 
above.  During the transition period, this information will be presented for as many years as are available. 
 
Notes to Schedule 
There are no assets accumulating in a trust that meets the criteria in paragraph 4 of GASB Statement 
No. 75 related to this OPEB plan. 
 
Changes in assumptions.  The discount rate was changed from 3.56 percent as of the beginning of the 
measurement period to 3.62 percent as of June 30, 2018.  This change in assumption decreased the 
total OPEB liability.  It was also decided to change the status of the LGOP from a closed plan to one that 
is open to all eligible employees regardless of initial hire date.  This change in status will increase the 
OPEB liability.  Other changes in assumptions include adjustments to initial per capita costs and slight 
changes to the near-term healthcare trend rates. 
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Schedule of Changes in Northwest Tennessee EDC’s 
Total OPEB Liability and Related Ratios 

Local Government OPEB Plan 
Plan Years Ended June 30, 

 
 2017 2018 
  Service cost  $ 3,298  $ 3,099 
  Interest   1,576   1,996 
  Changes in benefit terms   -   - 
  Differences between expected and actual experience   -   (2,391) 
  Changes in assumptions   (2,549)   3,296 
  Benefit payments   -   (99) 
  Other changes   -   - 

     Net change in total OPEB liability   2,325   5,901 
Total OPEB liability – beginning   50,690   53,015 
Total OPEB liability – ending 
 

 $ 53,015  $ 58,916 
   
EDC’s covered-employee payroll  $ 686,004  $ 706,677 
Total OPEB liability as a percentage of covered-employee payroll 7.73% 8.34% 

 
This schedule is required to present ten years of data. However, information measured in accordance 
with the requirements of GASB Statement No. 75 is not available for years prior to those presented 
above.  During the transition period, this information will be presented for as many years as are available. 
 
Notes to Schedule 
There are no assets accumulating in a trust that meets the criteria in paragraph 4 of GASB Statement 
No. 75 related to this OPEB plan. 
 
Changes in assumptions.  The discount rate was changed from 3.56 percent as of the beginning of the 
measurement period to 3.62 percent as of June 30, 2018.  This change in assumption decreased the 
total OPEB liability.  It was also decided to change the status of the LGOP from a closed plan to one that 
is open to all eligible employees regardless of initial hire date.  This change in status will increase the 
OPEB liability.  Other changes in assumptions include adjustments to initial per capita costs and slight 
changes to the near-term healthcare trend rates. 
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SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS
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Grantor/

Pass-through Agency/ CFDA

Program Number Expenditures

U.S. Department of Agriculture/

Pass-through Tennessee Department of Human Services/

Child and Adult Care Food Program * 10.558 242,913$         

Child and Adult Care Food Program * 10.558 460,013           

702,926           

Pass-through Tennessee Department of Agriculture/

Temporary Emergency Food Assistance Program (Admin. Costs) 10.568 20,553             

Temporary Emergency Food Assistance Program (Admin. Costs) 10.568 16,130             

36,683             

Temporary Emergency Food Assistance Program (Food Commodities) 10.569 621,728           

658,411           

Total U.S. Department of Agriculture 1,361,337        

U.S. Department of Health and Human Services/

Head Start Full-Year, Part Year * 93.600 9,639,205        

Early Head Start * 93.600 2,771,162        

Head Start Training and Technical Assistance * 93.600 177,326           

12,587,693      

Pass-through Tennessee Housing Development Agency

Low-Income Home Energy Assistance Program 93.568 4,405,923        

Community Services Block Grant 93.569 109,481           

Community Services Block Grant 93.569 152,589           

Community Services Block Grant 93.569 343,689           

605,759           

Total U.S. Department of Health and Human Services 17,599,375      

Total federal awards 18,960,712$    

* a major program

Notes to Schedule of Expenditures of Federal Awards 

Note 1 – Basis of Presentation 

The accompanying schedule of expenditures of federal awards includes the federal award activity of Northwest Tennessee 
Economic Development Council under programs of the federal government for the year ended June 30, 2019.  The 
information in this schedule is presented in accordance with the requirements of U.S. Code of Federal Regulations, Title 
2, Part 200, Uniform Administrative Requirements, Cost Principles and Audit Requirements for Federal Awards (Uniform 
Guidance).  Because the schedule presents only a selected portion of the operations of the Council, it is not intended to, 
and does not, present the financial position or changes in financial position of Northwest Tennessee Economic 
Development Council. 

Note 2 – Summary of Significant Accounting Policies 

Expenditures in the schedule are reported on the modified accrual basis of accounting.  Such expenditures are recognized 
following the cost principles contained in the Uniform Guidance, wherein certain types of expenditures are not allowable 
or are limited as to reimbursement.  Negative amounts shown on the schedule represent adjustments or credits made in 
the normal course of business to amounts reported as expenditures in prior years. 

Note 3 – Indirect Cost Rate 

Northwest Tennessee Economic Development Council has not elected to use the 10-percent de minimis indirect cost rate 
allowed under the Uniform Guidance. 

Note 4 – Food Distribution 

Nonmonetary assistance is reported in the schedule at the fair market value of the commodities received and disbursed. 

See independent auditor's report
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SCHEDULE OF STATE FINANCIAL ASSISTANCE

For the year ended June 30, 2019

State

Grant Number Grantor Agency/Program Name Disbursements

None Department of Human Services/
Direct Appropriation 25,050$               

See independent auditor's report
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Independent Auditor’s Report 
 
 
 
 

Board of Directors 
Northwest Tennessee Economic Development Council 
Dresden, Tennessee 
 
We have audited, in accordance with the auditing standards generally accepted in the United States of 
America and the standards applicable to financial audits contained in Government Auditing Standards 
issued by the Comptroller General of the United States, the financial statements of the governmental 
activities and each major fund of the Northwest Tennessee Economic Development Council as of and for 
the year ended June 30, 2019, and the related notes to the financial statements, which collectively 
comprise the Council’s basic financial statements, and have issued our report thereon dated January 10, 
2020.   
 
Internal Control Over Financial Reporting 
In planning and performing our audit of the financial statements, we considered Northwest Tennessee 
Economic Development Council's internal control over financial reporting (internal control) to determine 
the audit procedures that are appropriate in the circumstances for the purpose of expressing our opinions 
on the financial statements, but not for the purpose of expressing an opinion on the effectiveness of the 
Council’s internal control. Accordingly, we do not express an opinion on the effectiveness of the Council’s 
internal control. 
A deficiency in internal control exists when the design or operation of a control does not allow 
management or employees, in the normal course of performing their assigned functions, to prevent, or 
detect and correct, misstatements on a timely basis. A material weakness is a deficiency, or a 
combination of deficiencies, in internal control, such that there is a reasonable possibility that a material 
misstatement of the entity’s financial statements will not be prevented, or detected and corrected on a 
timely basis.  A significant deficiency is a deficiency, or a combination of deficiencies, in internal control 
that is less severe than a material weakness, yet important enough to merit attention by those charged 
with governance.  
Our consideration of internal control was for the limited purpose described in the first paragraph of this 
section and was not designed to identify all deficiencies in internal control that might be material 
weaknesses or significant deficiencies. Given these limitations, during our audit we did not identify any 
deficiencies in internal control that we consider to be material weaknesses. However, material 
weaknesses may exist that have not been identified.  
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Board of Directors 
Northwest Tennessee Economic Development Council 
 
 
Compliance and Other Matters 
As part of obtaining reasonable assurance about whether Northwest Tennessee Economic Development 
Council's financial statements are free from material misstatement, we performed tests of its compliance 
with certain provisions of laws, regulations, contracts, and grant agreements, noncompliance with which 
could have a direct and material effect on the determination of financial statement amounts. However, 
providing an opinion on compliance with those provisions was not an objective of our audit, and 
accordingly, we do not express such an opinion. The results of our tests disclosed no instances of 
noncompliance or other matters that are required to be reported under Government Auditing Standards.  
 
Purpose of this Report 
The purpose of this report is solely to describe the scope of our testing of internal control and compliance 
and the results of that testing, and not to provide an opinion on the effectiveness of the entity’s internal 
control or on compliance. This report is an integral part of an audit performed in accordance with 
Government Auditing Standards in considering the entity’s internal control and compliance. Accordingly, 
this communication is not suitable for any other purpose.  
 
 

Alexander Thompson Arnold PLLC 
 
Union City, Tennessee 
January 10, 2020 
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Independent Auditor’s Report 
 
 
 
Board of Directors 
Northwest Tennessee Economic Development Council  
Dresden, Tennessee 
 
Report on Compliance for Each Major Federal Program  
 
We have audited Northwest Tennessee Economic Development Council’s compliance with the types of 
compliance requirements described in the OMB Compliance Supplement that could have a direct and 
material effect on each of the Council’s major federal programs for the year ended June 30, 2019. The 
Council's major federal programs are identified in the summary of auditor’s results section of the 
accompanying schedule of findings and questioned costs.   
 
Management’s Responsibility 
Management is responsible for compliance with federal statutes, regulations, and the terms and 
conditions of its federal awards applicable to its federal programs. 
  
Auditor’s Responsibility 
Our responsibility is to express an opinion on compliance for each of Northwest Tennessee Economic 
Development Council’s major federal programs based on our audit of the types of compliance 
requirements referred to above. We conducted our audit of compliance in accordance with auditing 
standards generally accepted in the United States of America; the standards applicable to financial audits 
contained in Government Auditing Standards, issued by the Comptroller General of the United States; 
and the audit requirements of Title 2 U.S. Code of Federal Regulations Part 200, Uniform Administrative 
Requirements, Cost Principles, and Audit Requirements for Federal Awards (Uniform Guidance).  Those 
standards and the Uniform Guidance require that we plan and perform the audit to obtain reasonable 
assurance about whether noncompliance with the types of compliance requirements referred to above 
that could have a direct and material effect on a major federal program occurred. An audit includes 
examining, on a test basis, evidence about the Council’s compliance with those requirements and 
performing such other procedures as we considered necessary in the circumstances.   
We believe that our audit provides a reasonable basis for our opinion on compliance for each major 
federal program. However, our audit does not provide a legal determination of Northwest Tennessee 
Economic Development Council’s compliance. 
 
Opinion on Each Major Federal Program 
In our opinion, Northwest Tennessee Economic Development Council complied, in all material respects, 
with the types of compliance requirements referred to above that could have a direct and material effect 
on each of its major federal programs for the year ended June 30, 2019. 
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Board of Directors 
Northwest Tennessee Economic Development Council 
 
 
Report on Internal Control Over Compliance 
   
Management of Northwest Tennessee Economic Development Council is responsible for establishing 
and maintaining effective internal control over compliance with the types of compliance requirements 
referred to above.  In planning and performing our audit of compliance, we considered the Council’s 
internal control over compliance with the types of requirements that could have a direct and material 
effect on each major federal program to determine the auditing procedures that are appropriate in the 
circumstances for the purpose of expressing an opinion on compliance for each major federal program 
and to test and report on internal control over compliance in accordance with the Uniform Guidance, but 
not for the purpose of expressing an opinion on the effectiveness of internal control over compliance. 
Accordingly, we do not express an opinion on the effectiveness of the Council’s internal control over 
compliance. 
A deficiency in internal control over compliance exists when the design or operation of a control over 
compliance does not allow management or employees, in the normal course of performing their assigned 
functions, to prevent, or detect and correct, noncompliance with a type of compliance requirement of a 
federal program on a timely basis. A material weakness in internal control over compliance is a deficiency, 
or combination of deficiencies, in internal control over compliance, such that there is a reasonable 
possibility that material noncompliance with a type of compliance requirement of a federal program will 
not be prevented, or detected and corrected, on a timely basis. A significant deficiency in internal control 
over compliance is a deficiency, or a combination of deficiencies, in internal control over compliance with 
a type of compliance requirement of a federal program that is less severe than a material weakness in 
internal control over compliance, yet important enough to merit attention by those charged with 
governance. 
Our consideration of internal control over compliance was for the limited purpose described in the first 
paragraph of this section and was not designed to identify all deficiencies in internal control over 
compliance that might be material weaknesses or significant deficiencies. We did not identify any 
deficiencies in internal control over compliance that we consider to be material weaknesses. However, 
material weaknesses may exist that have not been identified. 
The purpose of this report on internal control over compliance is solely to describe the scope of our testing 
of internal control over compliance and the results of that testing based on the requirements of the 
Uniform Guidance. Accordingly, this report is not suitable for any other purpose.  
 
 

Alexander Thompson Arnold PLLC 
 
Union City, Tennessee 
January 10, 2020 
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Section I - Summary of Auditor’s Results 

 
Financial Statements 
 
Type of auditor’s report issued on whether the financial 
statements were prepared in accordance with GAAP:   unmodified 
 
Internal control over financial reporting: 
• material weakness(es) identified?   yes  X no 
• significant deficiency(ies) identified?   yes  X none reported 
Noncompliance material to financial statements noted?   yes  X no 

 
 
Federal Awards 
 
Internal control over major federal programs: 
• material weakness(es) identified?   yes  X no 
• significant deficiency(ies) identified?   yes  X none reported 
 
Type of auditor’s report issued on compliance for 
major federal programs: unmodified 
 
Any audit findings disclosed that are required 
to be reported in accordance with  
2 CFR Section 200.516(a)?   yes  X no 
 
Identification of major programs:  
 

CFDA Number  Name of Federal Program or Cluster   
     
   10.558 Child and Adult Care Food Program 
   93.600 Head Start 
 
 
Dollar threshold used to distinguish between type A and type B programs:  $750,000 
 
Auditee qualified as low-risk auditee?   X yes   no 
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Section II – Financial Statement Findings 

 
There were no findings reported relative to the audit of financial statements performed in accordance with 
Government Auditing Standards. 
 
 

Section III – Federal Award Findings and Questioned Costs 
 
There were no findings required to be reported by 2 CFR Section 200.516(a).   
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Financial Statement Findings 
 

There were no prior year findings reported relative to the audit of financial statements performed in 
accordance with Government Auditing Standards. 
 
 
Federal Award Findings and Questioned Costs 
 
There were no prior year findings or questioned costs reported relative to the requirements of section 2 
CFR Section 200.516(a).   
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