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OFFICIAL STATEMENT
In the opinion of Bond Counsel, based on existing law and assuming compliance with certain tax covenants of the District,
interest on the Bonds is excluded from gross income for federal income tax purposes and is not an item of tax preference for purposes of
the federal alternative minimum tax imposed on individuals and corporations; however, for purposes of computing the alternative
minimum tax imposed on certain corporations, such interest is taken into account in determining adjusted current earnings. For an
explanation of certain tax consequences under federal law which may result from the ownership of the Bonds, see the discussion under
the heading “LEGAL MATTERS – Tax Matters” herein. Under existing law, the Bonds and the income therefrom will be exempt from
all state, county and municipal taxation in the State of Tennessee, except inheritance, transfer, and estate taxes and Tennessee franchise
and excise taxes. (See “LEGAL MATTERS -Tax Matters” herein.)

$7,365,000
MILAN SPECIAL SCHOOL DISTRICT
(GIBSON COUNTY, TENNESSEE)
Limited Tax School Refunding Bonds, Series 2015
Dated: April 1, 2015.

Due: April 1 (as shown below)

The $7,365,000 Limited Tax School Refunding Bonds, Series 2015 (the “Bonds”) are issuable in fully registered form in
denominations of $5,000 and authorized integral multiples thereof. The Bonds will be issued in book-entry-only form and registered in
the name of Cede & Co., as nominee of The Depository Trust Company, New York, New York (“DTC”). DTC will act as securities
depository of the Bonds. So long as Cede & Co. is the registered owner of the Bonds, as the nominee for DTC, principal and interest with
respect to the Bonds shall be payable to Cede & Co., as nominee for DTC, which will, in turn, remit such principal and interest to the DTC
participants for subsequent disbursements to the beneficial owners of the Bonds. Individual purchases of the Bonds will be made in bookentry-only form, in denominations of $5,000 or integral multiples thereof and will bear interest at the annual rates as shown below. Interest
on the Bonds is payable semi-annually from the date thereof commencing on October 1, 2015 and thereafter on each October 1 and April
1 by check or draft mailed to the owners thereof as shown on the books and records of the Registration Agent. In the event of
discontinuation of the book-entry system, principal of and interest on the Bonds are payable at the principal corporate trust office of
Regions Bank, Nashville, Tennessee, the registration and paying agent (the “Registration Agent”).
PRINCIPAL OF AND INTEREST ON THE BONDS ARE LIMITED OBLIGATIONS OF THE DISTRICT PAYABLE
FROM THE PROCEEDS OF A CONTINUING ANNUAL PROPERTY TAX LEVIED BY THE TENNESSEE GENERAL
ASSEMBLY ON ALL TAXABLE PROPERTY WITHIN THE DISTRICT SUBJECT TO THE PRIOR PLEDGE OF SUCH
FUNDS IN FAVOR OF THE DISTRICT’S PRIOR LIEN BONDS (AS SUCH TERM IS DEFINED HEREIN). THE BONDS ARE
ADDITIONALLY PAYABLE FROM CERTAIN OTHER FUNDS OF THE DISTRICT, INCLUDING THE DISTRICT’S SHARE
OF LOCAL OPTION SALES AND USE TAX REVENUES AND TENNESSEE BASIC EDUCATION PROGRAM CAPITAL
OUTLAY FUNDS. THE BONDS ARE NOT OBLIGATIONS OF THE STATE OF TENNESSEE, GIBSON COUNTY,
TENNESSEE, THE CITY OF MILAN, TENNESSEE OR ANY OTHER POLITICAL SUBDIVISION OF THE STATE. THE
DISTRICT HAS NO POWER OF TAXATION. IN THE EVENT OF A DEFICIENCY OR DEFAULT IN THE PAYMENT FOR
THE BONDS, THE STATE GENERAL ASSEMBLY HAS THE AUTHORITY AND POWER TO INCREASE THE TAX RATE
AND PROVIDE OTHER SOURCES OF PAYMENT OF PRINCIPAL AND INTEREST BUT HAS NOT UNDERTAKEN ANY
OBLIGATION TO DO SO. See section entitled “SECURITIES OFFERED – Security”.
The scheduled payment of principal of and interest on the Bonds when due will be guaranteed
under an insurance policy to be issued concurrently with the delivery of the Bonds by Build America
Mutual Assurance Company.
The Bonds maturing April 1, 2020 and thereafter are subject to optional redemption prior to maturity on or after April 1,
2019.
Due
(April 1)

Amount

Interest
Rate

Yield

2016
2017
2018
2019
2020

$ 700,000
735,000
765,000
795,000
825,000

2.00%
2.00%
2.00%
2.00%
2.00%

0.40%
0.75%
1.10%
1.25%
1.45% c

CUSIP**
599067 DK8
599067 DL6
599067 DM4
599067 DN2
599067 DP7

Due
(April 1)

Amount

Interest
Rate

Yield

2021
2022
2023
2024

$ 850,000
875,000
900,000
920,000

2.00%
2.00%
2.00%
2.00%

1.65% c
1.75% c
1.90% c
2.00%

CUSIP**
599067 DQ5
599067 DR3
599067 DS1
599067 DT9

c = Yield to call on April 1, 2019.

This cover page contains certain information for quick reference only. It is not a summary of this issue. Investors must read
the entire Official Statement to obtain information essential to make an informed investment decision.
The Bonds are offered when, as and if issued, subject to the approval of the legality thereof by Bass, Berry & Sims PLC,
Nashville, Tennessee, Bond Counsel, whose opinion will be delivered with the Bonds. Certain legal matters will be passed upon
from the District by W. Collins Bonds, Esq., counsel to the District. It is expected that the Bonds will be available for delivery
through the facilities of The Depository Trust Company in New York, New York, on or about April 1, 2015.

Cumberland Securities Company, Inc.
Financial Advisor
March 12, 2015

This Official Statement speaks only as of its date, and the information contained herein is subject to
change.
This Official Statement may contain forecasts, projections, and estimates that are based on current
expectations but are not intended as representations of fact or guarantees of results. If and when included in this
Official Statement, the words "expects," "forecasts," "projects," "intends," "anticipates," "estimates," and analogous
expressions are intended to identify forward-looking statements as defined in the Securities Act of 1933, as
amended, and any such statements inherently are subject to a variety of risks and uncertainties, which could cause
actual results to differ materially from those contemplated in such forward-looking statements. These forwardlooking statements speak only as of the date of this Official Statement. The Issuer disclaims any obligation or
undertaking to release publicly any updates or revisions to any forward-looking statement contained herein to reflect
any change in the Issuer's expectations with regard thereto or any change in events, conditions, or circumstances on
which any such statement is based.
This Official Statement and the Appendices hereto contain brief descriptions of, among other matters, the
Issuer, the Bonds, the Resolution, the Disclosure Certificate, and the security and sources of payment for the Bonds.
Such descriptions and information do not purport to be comprehensive or definitive. The summaries of various
constitutional provisions and statutes, the Resolution, the Disclosure Certificate, and other documents are intended as
summaries only and are qualified in their entirety by reference to such documents and laws, and references herein to
the Bonds are qualified in their entirety to the forms thereof included in the Bond Resolution.
The Bonds have not been registered under the Securities Act of 1933, and the Resolution has not been
qualified under the Trust Indenture Act of 1939, in reliance on exemptions contained in such Acts. This Official
Statement does not constitute an offer to sell or the solicitation of an offer to buy, nor shall there be any sale of the
Bonds by any person in any jurisdiction in which it is unlawful for such person to make such offer, solicitation, or
sale.
No dealer, broker, salesman, or other person has been authorized by the Issuer, the Financial Advisor or the
Underwriter to give any information or to make any representations other than those contained in this Official
Statement, and, if given or made, such other information or representations should not be relied upon as having been
authorized by the Issuer, the Financial Advisor or the Underwriter. Except where otherwise indicated, all information
contained in this Official Statement has been provided by the Issuer. The information set forth herein has been
obtained by the Issuer from sources which are believed to be reliable but is not guaranteed as to accuracy or
completeness by, and is not to be construed as a representation of, the Financial Advisor or the Underwriter. The
information contained herein is subject to change without notice, and neither the delivery of this Official Statement
nor any sale made hereunder shall under any circumstances create an implication that there has been no change in the
affairs of the Issuer, or the other matters described herein since the date hereof or the earlier dates set forth herein as
of which certain information contained herein is given.
In connection with this offering, the Underwriter may over-allot or effect transactions which stabilize or
maintain the market prices of the Bonds at a level above that which might otherwise prevail in the open market. Such
stabilizing, if commenced, may be discontinued at any time.
Build America Mutual (“BAM”) makes no representation regarding the Bonds or the advisability of investing
in the Bonds. In addition, BAM has not independently verified, makes no representation regarding, and does not accept
any responsibility for the accuracy or completeness of this Official Statement or any information or disclosure
contained herein, or omitted herefrom, other than with respect to the accuracy of the information regarding BAM
supplied by BAM and presented under the heading “Bond Insurance” and “APPENDIX D – BOND INSURANCE
AND SPECIMEN MUNICIPAL BOND INSURANCE POLICY”.

** These CUSIP numbers have been assigned by Standard & Poor’s CUSIP Service Bureau, a division of the
McCraw-Hill Companies, Inc., and are included solely for the convenience of the Bond holders. The District is not
responsible for the selection or use of these CUSIP numbers, nor is any representation made as to their correctness
on the bonds or as indicated herein.
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SUMMARY STATEMENT
The information set forth below is provided for convenient reference and does not purport to be complete and
is qualified in its entirety by the information and financial statements appearing elsewhere in this Official Statement.
This Summary Statement shall not be reproduced, distributed or otherwise used except in conjunction with the
remainder of this Official Statement.
The Issuer ...................................... Milan Special School District (Gibson County, Tennessee) (the “District” or “Issuer”).
See the section entitled “Supplemental Information Statement” for more information.
Securities Offered .......................... $7,365,000 Limited Tax School Refunding Bonds, Series 2015 (the “Bonds”) of the
District, dated April 1, 2015. The Bonds will mature each April 1 beginning April 1,
2016 through April 1, 2024, inclusive. See the section entitled “SECURITIES
OFFERED – Authority and Purpose”.
Security........................................ The Bonds are payable primarily from and secured by a pledge of a continuing
annual tax, the rate of which is established by the Act (as hereinafter defined), as
such rate may be adjusted from time to time by the General Assembly, levied on all
taxable property within the boundaries of the District, subject to the prior pledge of
such funds in favor of the District’s School Refunding and Improvement Bonds,
Series 2008, dated September 26, 2008 (the “Prior Lien Bonds”). The Bonds are
additionally payable from the District’s share of the Local Option Sales and Use Tax
revenues now or hereafter levied and collected in Gibson County, Tennessee,
pursuant to Section 67-6-712, Tennessee Code Annotated, as amended, and funds
received by the District under the Tennessee Basic Education Program which are
available to be used for capital outlay expenditures, as set forth in Section 49-3-351
et seq., Tennessee Code Annotated, as amended, and related sections, subject to
prior pledges in favor of the Prior Lien Bonds. In the event the above-described
funds are insufficient to pay principal and interest on the Bonds when due, the
District will apply funds from operations or other available funds of the District for
the payment thereof when due.
In the event of any deficiency or default in payment of principal of or interest on the
Bonds, the General Assembly of the State of Tennessee has the authority and power
to increase the tax rate and provide other sources for the payment of said principal
and interest but has not undertaken any obligation to do so.
The Bonds are not obligations of the State of Tennessee, Gibson County, the City of
Milan or any of their political subdivisions, and the purchasers shall have no
recourse to the taxing power of any of the foregoing. The power of the District to
levy and/or collect any taxes is authorized only by special legislation of the General
Assembly of the State of Tennessee.
Municipal Bond Insurance .......... Build America Mutual (“BAM”) has issued a commitment to issue a municipal bond
insurance policy covering the Bonds. The policy will guarantee the payment when
due of principal of and interest on the Bonds. See “APPENDIX D – BOND
INSURANCE AND SPECIMEN MUNICIPAL BOND INSURANCE POLICY”.
Purpose ........................................ The Bonds are being issued for the purposes of providing funds for the (i) refunding
of the District’s outstanding School Refunding Bonds, Series 2005, dated June, 1,
2005, maturing April 1, 2016 and thereafter; and (ii) the payment of costs incident to
the issuance of the Bonds hereinafter described.
Optional Redemption .................... The Bonds are subject to optional redemption prior to maturity on or after April 1,
2019, at the redemption price of par plus accrued interest. See section entitled
“SECURITIES OFFERED - Optional Redemption”.
Tax Matters .................................... In the opinion of Bond Counsel, based on existing law and assuming compliance
with certain tax covenants of the District, interest on the Bonds will be excluded
from gross income for federal income tax purposes and is not an item of tax
preference for purposes of the federal alternative minimum tax imposed on
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individuals and corporations; however, such interest is taken into account in
determining the adjusted current earnings of certain corporations for purposes of the
alternative minimum tax on corporations. For an explanation of certain tax
consequences under federal law which may result from the ownership of the Bonds,
see the discussion under the heading "LEGAL MATTERS – Tax Matters" herein.
Under existing law, the Bonds and the income therefrom will be exempt from all
state, county and municipal taxation in the State of Tennessee, except inheritance,
transfer and estate taxes, and Tennessee franchise and excise taxes. See "LEGAL
MATTERS – Tax Matters" and APPENDIX A herein.
Bank Qualification....................... The Bonds will be treated as “qualified tax-exempt obligations” within the meaning
of Section 265 of the Internal Revenue Code of 1986, as amended. See the section
entitled “LEGAL MATTERS - Tax Matters” for additional information.
Rating............................................. Standard & Poor’s: “AA” (BAM) “A” (Underlying).
“MISCELLANEOUS - Rating” for more information.

See the section entitled

Underwriter.................................... Robert W. Baird & Co. Incorporated, Milwaukee, Wisconsin.
Financial Advisor .......................... Cumberland Securities Company, Inc., Knoxville, Tennessee. See the section entitled
MISCELLANEOUS - Financial Advisor, herein.
Bond Counsel ................................ Bass, Berry & Sims PLC, Nashville, Tennessee.
Book-Entry Only ......................... The Bonds will be issued under the Book-Entry System except as otherwise
described herein. For additional information, see the section entitled “BASIC
DOCUMENTATION - Book-Entry System”
Registration Agent ....................... Regions Bank, Nashville, Tennessee.
General ........................................ The Bonds are issued pursuant to the provisions of Chapter 504 of the 1945 Private
Acts of the State of Tennessee, as amended and supplemented (the "Act"). See
“SECURITIES OFFERED” herein. The Bonds will be issued with CUSIP numbers
and delivered through the facilities of The Depository Trust Company, New York,
New York.
Disclosure ...................................... In accordance with Rule 15c2-12 of the Securities and Exchange Commission as
amended, the District will provide the Municipal Securities Rulemaking Board
(“MSRB”) through the operation of the Electronic Municipal Market Access system
(“EMMA”) and the State information depository (“SID”), if any, annual financial
statements and other pertinent credit or event information, including Comprehensive
Annual Financial Reports, see the section entitled “MISCELLANEOUS-Continuing
Disclosure.”
Other Information .......................... The information in this Official Statement is deemed “final” within the meaning of
Rule 15c2-12 of the Securities and Exchange Commission as of the date which
appears on the cover hereof. For more information concerning the District or this
Official Statement, contact Dr. Mary Reel, Director of Schools, Milan Special School
District, 1165 South Main Street, Milan, Tennessee 38358, (731) 686-0844; or the
District's Financial Advisor, Cumberland Securities Company, Inc., Knoxville,
Tennessee, Telephone: (865) 988-2663.
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GENERAL FUND BALANCES
For the Fiscal Year Ended June 30
2010

2011

2012

2013

2014

Beginning Fund Balance
Revenues
Expenditures
Other Financing Sources:
Transfers In
Transfers Out
Bond Proceeds

$1,639,663
15,036,680
16,528,651

$1,922,615
15,413,053
15,273,076

$2,066,254
15,636,766
15,324,356

$2,380,264
15,948,217
15,725,155

$2,,603,326
16,269,206
16,531,854

6,089
1,768,114

3,662
-

1,600
-

-

-

Ending Fund Balance

$1,922,615

$2,066,254

$2,380,264

$2,603,326

$2,340,678

Source: Comprehensive Annual Financial Reports of Milan Special School District (Gibson County, Tennessee).
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$7,365,000
MILAN SPECIAL SCHOOL DISTRICT
(GIBSON COUNTY, TENNESSEE)

Limited Tax School Refunding Bonds, Series 2015
SECURITIES OFFERED

AUTHORITY AND PURPOSE
This Official Statement, which includes the Summary Statement and appendices, is furnished
in connection with the offering by Milan Special School District (Gibson County, Tennessee) (the
“District” or “Issuer”) of $7,365,000 Limited Tax School Refunding Bonds, Series 2015 (the
“Bonds”).
The Bonds are authorized to be issued pursuant to the provisions of Chapter 504 of the
1945 Private Acts of the State of Tennessee, as amended and supplemented in particular as
amended and supplemented by Chapter 17 of the 1997 Private Acts of the State of Tennessee and
Chapter 62 of the 2001 Private Acts of the State of Tennessee (the "Act"), and other applicable
provisions of law and pursuant to a resolution (the "Bond Resolution") duly adopted by the
Board of Trustees of the District on February 23, 2015.
The Bonds are being issued for the purposes of providing funds for the (i) refunding of
the District’s outstanding School Refunding Bonds, Series 2005, dated June 1, 2005 maturing
April 1, 2016 and thereafter; and (ii) the payment of costs incident to the issuance of the Bonds
hereinafter described.
REFUNDING PLAN
The District previously sold $9,355,000 School Refunding Bonds, Series 2005, dated
June 1, 2005 (the “Series 2005 Bonds”). The Series 2005 Bonds maturing on April 1, 2016 and
thereafter in the aggregate principal amount of $7,350,000 are all subject to optional redemption
prior to maturity on April 1, 2015 and anytime thereafter (the “Outstanding Bonds”). The
Outstanding Bonds will be redeemed on April 1, 2015.
In order to refund the Outstanding Bonds, a portion of the proceeds of the Bonds will be
deposited with U.S. Bank, as Paying Agent for the Outstanding Bonds.
DESCRIPTION OF THE BONDS
The Bonds will be initially dated and bear interest from April 1, 2015. Interest on the Bonds
will be payable semi-annually on April 1 and October 1, commencing October 1, 2015. The Bonds
are issuable in book-entry only form in $5,000 denominations or integral multiples thereof as shall be
requested by each respective registered owner.
1

The Bonds shall be signed by the Chairman and shall be attested by the Secretary. No Bond
shall be valid until it has been authorized by the manual signature of an authorized officer or
employee of the Registration Agent and the date of the authentication noted thereon.
SECURITY
The Bonds are payable primarily from and secured by a pledge of a continuing annual
tax, the rate of which is established by the Act, as such rate may be adjusted from time to time by
the General Assembly, levied on all taxable property within the boundaries of the District,
subject to the prior pledge of such funds in favor of the District’s School Refunding and
Improvement Bonds, Series 2008, dated September 26, 2008 (the “Prior Lien Bonds”). The
District has covenanted to take no action to rescind or reduce the aforesaid tax or seek to have it
rescinded or reduced or the legislation authorizing such tax repealed or amended in such a way
as to abolish the tax or reduce the annual tax to an amount less than that necessary to maintain
funds sufficient to pay any deficiency in annual principal and interest requirements on the Bonds.
The Bonds are additionally payable from the District’s share of the Local Option Sales
and Use Tax revenues now or hereafter levied and collected in Gibson County, Tennessee,
pursuant to Section 67-6-712, Tennessee Code Annotated, as amended, and funds received by
the District under the Tennessee Basic Education Program which are available to be used for
capital outlay expenditures, as set forth in Section 49-3-351 et seq., Tennessee Code Annotated,
as amended, and related sections, subject to prior pledges in favor of the Prior Lien Bonds. In
the event the above-described funds are insufficient to pay principal and interest on the Bonds
when due, the District will apply funds from operations or other available funds of the District
for the payment thereof when due.
In the event of any deficiency or default in payment of principal of or interest on the
Bonds, the General Assembly of the State of Tennessee has the authority and power to increase
the tax rate and provide other sources for the payment of said principal and interest but has not
undertaken any obligation to do so.
The Bonds are not obligations of the State of Tennessee, Gibson County, the City of
Milan or any of their political subdivisions, and the purchasers shall have no recourse to the
taxing power of any of the foregoing. The power of the District to levy and/or collect any taxes
is authorized only by special legislation of the General Assembly of the State of Tennessee.
MUNICIPAL BOND INSURANCE
The scheduled payment of the principal of and interest on the Bonds when due will be
guaranteed under a municipal bond insurance policy to be issued simultaneously with the
delivery of the Bonds by Build America Mutual. ("BAM"). See “APPENDIX D - BOND
INSURANCE AND SPECIMEN MUNICIPAL BOND INSURANCE POLICY.”
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QUALIFIED TAX-EXEMPT OBLIGATIONS
Under the Internal Revenue Code of 1986, as amended (the "Code"), in the case of
certain financial institutions, no deduction from income under the federal tax law will be allowed
for that portion of such institution's interest expense which is allocable to tax-exempt interest
received on account of tax-exempt obligations acquired after August 7, 1986. The Code,
however, provides that certain "qualified tax-exempt obligations," as defined in the Code, will be
treated as if acquired on August 7, 1986. Based on an examination of the Code and the factual
representations and covenants of the District as to the Bonds, Bond Counsel has determined that
the Bonds upon issuance will be "qualified tax-exempt obligations" within the meaning of the
Code.
OPTIONAL REDEMPTION
Bonds maturing April 1, 2020, and thereafter, shall be subject to optional redemption prior
to maturity at the option of the District on April 1, 2019 and thereafter, as a whole or in part, at any
time, at the redemption price of par plus accrued interest to the redemption date.
If less than all the Bonds shall be called for redemption, the maturities to be redeemed
shall be designated by the Board of Trustee of the District, in its discretion. If less than all the
principal amount of the Bonds of a maturity shall be called for redemption, the interests within the
maturity to be redeemed shall be selected as follows:
(i)
if the Bonds are being held under a Book-Entry System by DTC, or a successor
Depository, the amount of the interest of each DTC Participant in the Bonds to be redeemed shall
be determined by DTC, or such successor Depository, by lot or such other manner as DTC, or such
successor Depository, shall determine; or
(ii)
if the Bonds are not being held under a Book-Entry System by DTC, or a
successor Depository, the Bonds within the maturity to be redeemed shall be selected by the
Registration Agent by lot or such other random manner as the Registration Agent in its discretion
shall determine.
NOTICE OF REDEMPTION
Notice of call for redemption, whether optional or mandatory, shall be given by the
Registration Agent on behalf of the District not less than twenty (20) nor more than sixty (60) days
prior to the date fixed for redemption by sending an appropriate notice to the registered owners of
the Bonds to be redeemed by first-class mail, postage prepaid, at the addresses shown on the Bond
registration records of the Registration Agent as of the date of the notice; but neither failure to mail
such notice nor any defect in any such notice so mailed shall affect the sufficiency of the
proceedings for redemption of any of the Bonds for which proper notice was given. The notice
may state that it is conditioned upon the deposit of moneys in an amount equal to the amount
necessary to effect the redemption with the Registration Agent no later than the redemption date
(“Conditional Redemption”). As long as DTC, or a successor Depository, is the registered owner
of the Bonds, all redemption notices shall be mailed by the Registration Agent to DTC, or such
successor Depository, as the registered owner of the Bonds, as and when above provided, and
3

neither the District nor the Registration Agent shall be responsible for mailing notices of
redemption to DTC Participants or Beneficial Owners. Failure of DTC, or any successor
Depository, to provide notice to any DTC Participant or Beneficial Owner will not affect the
validity of such redemption. The Registration Agent shall mail said notices as and when directed
by the District pursuant to written instructions from an authorized representative of the District
(other than for a mandatory sinking fund redemption, notices of which shall be given on the dates
provided herein) given at least forty-five (45) days prior to the redemption date (unless a shorter
notice period shall be satisfactory to the Registration Agent). From and after the redemption date,
all Bonds called for redemption shall cease to bear interest if funds are available at the office of the
Registration Agent for the payment thereof and if notice has been duly provided as set forth herein.
In the case of a Conditional Redemption, the failure of the District to make funds available in part
or in whole on or before the redemption date shall not constitute an event of default, and the
Registration Agent shall give immediate notice to the Depository or the affected Bondholders that
the redemption did not occur and that the Bonds called for redemption and not so paid remain
outstanding.
(The remainder of this page left blank intentionally.)
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BASIC DOCUMENTATION
REGISTRATION AGENT
The Registration Agent, Regions Bank, Nashville, Tennessee, its successor or the District
will make all interest payments with respect to the Bonds on each interest payment date directly
to Cede & Co., as nominee of DTC, the registered owner as shown on the Bond registration
records maintained by the Registration Agent, except as follows.
So long as Cede & Co. is the Registered Owner of the Bonds, as nominee of DTC,
references herein to the Bondholders, Holders or Registered Owners of the Bonds shall mean
Cede & Co. and shall not mean the Beneficial Owners of the Bonds. For additional information,
see the following section.
BOOK-ENTRY ONLY SYSTEM
The Registration Agent, its successor or the District will make all interest payments with
respect to the Bonds on each interest payment date directly to Cede & Co., as nominee of DTC,
the registered owner as shown on the Bond registration records maintained by the Registration
Agent as of the close of business on the fifteenth day of the month next preceding the interest
payment date (the “Regular Record Date”) by check or draft mailed to such owner at its address
shown on said Bond registration records, without, except for final payment, the presentation or
surrender of such registered Bonds, and all such payments shall discharge the obligations of the
District in respect of such Bonds to the extent of the payments so made, except as described
above. Payment of principal of the Bonds shall be made upon presentation and surrender of such
Bonds to the Registration Agent as the same shall become due and payable.
So long as Cede & Co. is the Registered Owner of the Bonds, as nominee of DTC,
references herein to the Bondholders, Holders or Registered Owners of the Bonds shall mean
Cede & Co. and shall not mean the Beneficial Owners of the Bonds. For additional information,
see the following section.
The Bonds, when issued, will be registered in the name of Cede & Co., DTC’s
partnership nominee, except as described above. When the Bonds are issued, ownership interests
will be available to purchasers only through a book-entry system maintained by DTC (the
“Book-Entry Only System”). One or more fully-registered bond certificates will be issued for
each maturity, in the entire aggregate principal amount of the Bonds and will be deposited with
DTC.
DTC and its Participants. DTC is a limited-purpose trust company organized under the
New York Bank Law, a “banking organization” within the meaning of the New York Banking
Law, a member of the Federal Reserve System, a “clearing corporation” within the meaning of
the New York Uniform Commercial Code, and a “clearing agency” registered pursuant to the
provisions of Section 17A of the Securities Exchange Act of 1934. DTC holds and provides
asset servicing for securities that its participants (the “Direct Participants”) deposit with DTC.
DTC also facilitates the settlement among Direct Participants of securities transactions, such as
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transfers and pledges, in deposited securities through electronic computerized book-entry-only
changes in DTC Participants’ accounts, thereby eliminating the need for physical movement of
securities certificates. Direct Participants include both U.S. and non-U.S. securities brokers and
dealers, banks, trust companies, clearing corporations, and certain other organizations. DTC is a
wholly-owned subsidiary of The Depository Trust & Clearing Corporation (“DTCC”). DTCC,
in turn, is owned by a number of its Direct Participants and Members of the National Securities
Clearing Corporation, Government Securities Clearing Corporation, MBS Clearing Corporation,
and Emerging Markets Clearing Corporation, (the “NSCC”, “GSCC”, “MBSCC”, and
“EMCC”, also subsidiaries of DTCC), as well as by the New York Stock Exchange, Inc. (the
“NYSE”), the American Stock Exchange LLC and the National Association of Securities
Dealers, Inc. Access to the DTC system is also available to others, such as both U.S. and
non-U.S. securities brokers and dealers, banks and trust companies that clear through or maintain
a custodial relationship with a Direct DTC Participant, either directly or indirectly (the “Indirect
Participants” and, together with the Direct Participants, the “Participants”). DTC has S&P’s
rating of: “AA+.” The rules applicable to DTC and its Participants are on file with the Securities
and Exchange Commission. More information about DTC can be found at www.dtc.com.
Purchase of Ownership Interests. Purchases of the Bonds under the DTC system must be
made by or through Direct Participants, which will receive a credit for the Bonds on DTC’s
records. The ownership interest of each actual purchaser of each Bond (a “beneficial owner”) is
in turn to be recorded on the Direct and Indirect Participants’ records. Beneficial owners will not
receive written confirmation from DTC of their purchase, but beneficial owners are expected to
receive written confirmations providing details of the transaction, as well as periodic statements
of their holdings, from the Direct or Indirect Participant through whom such beneficial owners
entered into the transaction. Transfers of ownership interests in the Bonds are to be
accomplished by entries made on the books of Direct and Indirect Participants acting on behalf
of beneficial owners. Beneficial owners will not receive certificates representing their ownership
interests in the Bonds, except as specifically provided in the Bonds in the event that use of the
book-entry-only system is discontinued.
Payments of Principal and Interest. Principal and interest payments on the Bonds will be
made to Cede & Co., or such other nominee as may be requested by an authorized representative
of DTC. DTC’s practice is to credit Direct Participants’ accounts, upon DTC’s receipt of funds
and corresponding detail information from the Registration Agent on the payable date in
accordance with their respective holdings shown on DTC’s records, unless DTC has reason to
believe it will not receive payment on such date. Payments by Direct and Indirect Participants to
beneficial owners will be governed by standing instructions and customary practices, as is the
case with municipal securities held for the accounts of customers in bearer form or registered in
“street name”, and will be the responsibility of such Participant and not of DTC, the District or
the Registration Agent subject to any statutory or regulatory requirements as may be in effect
from time to time. Payment of redemption proceeds, principal, tender price and interest
payments to Cede & Co. (or such other nominee as may be requested by an authorized
representative of DTC) is the responsibility of the Registration Agent, disbursement of such
payments to Direct Participants shall be the responsibility of DTC, and disbursement of such
payments to the beneficial owners shall be the responsibility of Direct and Indirect Participants.
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Notices. Conveyance of notices and other communications by DTC to Direct
Participants, by Direct Participants to Indirect Participants, and by Direct Participants and
Indirect Participants to beneficial owners will be governed by arrangements among them, subject
to any statutory or regulatory requirements as may be in effect from time to time. Beneficial
owners of Bonds may wish to take certain steps to augment transmission to them of notices of
significant events with respect to the Bonds, such as redemptions, tenders, defaults, and General
Obligation amendments to the bond documents. Beneficial owners of the Bonds may wish to
ascertain that the nominee holding the Bonds for their benefit has agreed to obtain and transmit
notices to beneficial owners, or in the alternative, beneficial owners may wish to provide their
names and addresses to the Registration Agent and request that copies of the notices be provided
directly to them.
Redemption notices shall be sent to DTC. If less than all of the Bonds within a maturity
are being redeemed, DTC’s practice is to determine by lot the amount of the interest of each
Direct Participant in such maturity to be redeemed. Neither DTC nor Cede & Co. (nor any other
DTC nominee) will consent or vote with respect to the Bonds unless authorized by a Direct
Participant in accordance with DTC’s procedures. Under its usual procedures, DTC mails an
Omnibus Proxy to the District as soon as practicable after the record date. The Omnibus Proxy
assigns Cede & Co.’s consenting or voting rights to those Direct Participants to whose accounts
the Bonds are credited on the record date (identified in a listing attached to the Omnibus Proxy).
NONE OF THE DISTRICT, THE UNDERWRITER, THE BOND COUNSEL, THE
FINANCIAL ADVISOR OR THE REGISTRATION AGENT WILL HAVE ANY
RESPONSIBILITY OR OBLIGATION TO SUCH PARTICIPANTS OR THE PERSONS FOR
WHOM THEY ACT AS NOMINEES WITH RESPECT TO THE PAYMENT TO, OR THE
PROVIDING OF NOTICE FOR, SUCH PARTICIPANTS OR THE PERSONS FOR WHOM
THEY ACT AS NOMINEES.
Transfers of Bonds. To facilitate subsequent transfers, all Bonds deposited by Direct
Participants with DTC are registered in the name of DTC’s partnership nominee, Cede & Co. or
such other name as may be requested by an authorized representative of DTC. The deposit of the
Bonds with DTC and their registration in the name of Cede & Co. or such other nominee do not
effect any change in beneficial ownership. DTC has no knowledge of the actual beneficial
owners of the Bonds; DTC’s records reflect only the identity of the Direct Participants to whose
accounts such Bonds are credited, which may or may not be the beneficial owners. The Direct
and Indirect Participants will remain responsible for keeping account of their holdings on behalf
of their customers.
None of the District, the Bond Counsel, the Registration Agent, the Financial Advisor or
the Underwriter will have any responsibility or obligation, legal or otherwise, to any party other
than to the registered owners of any Bond on the registration books of the Registration Agent.
DISCONTINUANCE OF BOOK-ENTRY ONLY SYSTEM
In the event that (i) DTC determines not to continue to act as securities depository for the
Bonds or (ii) to the extent permitted by the rules of DTC, the District determines to discontinue
the Book-Entry Only System, the Book-Entry Only System shall be discontinued. Upon the
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occurrence of the event described above, the District will attempt to locate another qualified
securities depository, and if no qualified securities depository is available, Bond certificates will
be printed and delivered to beneficial owners.
No Assurance Regarding DTC Practices. The foregoing information in this section
concerning DTC and DTC’s book-entry system has been obtained from sources that the District
believes to be reliable, but the District, the Bond Counsel, the Registration Agent, the Financial
Advisor and the Underwriter do not take any responsibility for the accuracy thereof. So long as
Cede & Co. is the registered owner of the Bonds as nominee of DTC, references herein to the
holders or registered owners of the Bonds will mean Cede & Co. and will not mean the
beneficial owners of the Bonds. None of the District, the Bond Counsel, the Registration Agent,
the Financial Advisor or the Underwriter will have any responsibility or obligation to the
Participants, DTC or the persons for whom they act with respect to (i) the accuracy of any
records maintained by DTC or by any Direct or Indirect Participant of DTC, (ii) payments or the
providing of notice to Direct Participants, the Indirect Participants or the beneficial owners or
(iii) any other action taken by DTC or its partnership nominee as owner of the Bonds.
For more information on the duties of the Registration Agent, please refer to the
Resolution. Also, please see the section entitled “SECURITIES OFFERED – Redemption.”
DISPOSITION OF BOND PROCEEDS
The proceeds of the sale of the Bonds shall be applied by the District as follows:
(a)

all accrued interest, if any, shall be deposited to the appropriate fund of the
District to be used to pay interest on the Bonds on the first interest payment date
following delivery of the Bonds;

(b)

an amount which, together with legally available funds of the District, if any, will
be sufficient to refinance the Outstanding Bonds shall be paid directly to the
paying agent for the Outstanding Bonds for redemption of the Outstanding Bonds
on the earliest practical redemption date therefor; and

(c)

the remainder of the proceeds of the sale of the Bonds shall be used to pay for the
costs of issuance of the Bonds, including necessary legal, accounting and fiscal
expenses, printing, engraving, advertising and similar expenses, bond insurance
premium, if any, administrative and clerical costs, rating agency fees, Registration
Agent fees, and other miscellaneous expenses incurred in connection with the
issuance and sale of the Bonds.

DISCHARGE AND SATISFACTION OF BONDS
If the District shall pay and discharge the indebtedness evidenced by any of the Bonds in
any one or more of the following ways:
1.

By paying or causing to be paid, by deposit of sufficient funds as and when
required with the Registration Agent, the principal of and interest on such Bonds
as and when the same become due and payable;
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2.

By depositing or causing to be deposited with any trust company or financial
institution whose deposits are insured by the Federal Deposit Insurance
Corporation or similar federal agency and which has trust powers (“an Agent”;
which Agent may be the Registration Agent) in trust or escrow, on or before the
date of maturity or redemption, sufficient money or Defeasance Obligations, as
hereafter defined, the principal of and interest on which, when due and payable,
will provide sufficient moneys to pay or redeem such Bonds and to pay interest
thereon when due until the maturity or redemption date (provided, if such Bonds
are to be redeemed prior to maturity thereof, proper notice of such redemption
shall have been given or adequate provision shall have been made for the giving
or such notice);

3.

By delivering such Bonds to the Registration Agent for cancellation by it;

and if the District shall also pay or cause to be paid all other sums payable hereunder by the
District with respect to such Bonds, or make adequate provision therefor, and by resolution of
the Governing Body instruct any such escrow agent to pay amounts when and as required to the
Registration Agent for the payment of principal of and interest on such Bonds when due, then
and in that case the indebtedness evidenced by such Bonds shall be discharged and satisfied and
all covenants, agreements and obligations of the District to the holders of such Bonds shall be
fully discharged and satisfied and shall thereupon cease, terminate and become void; and if the
District shall pay and discharge the indebtedness evidenced by any of the Bonds in the manner
provided in either clause (a) or clause (b) above, then the registered owners thereof shall
thereafter be entitled only to payment out of the money or Defeasance Obligations (defined
herein) deposited as aforesaid.
Except as otherwise provided in this section, neither Defeasance Obligations nor moneys
deposited with the Registration Agent nor principal or interest payments on any such Defeasance
Obligations shall be withdrawn or used for any purpose other than, and shall be held in trust for,
the payment of the principal and interest on said Bonds; provided that any cash received from such
principal or interest payments on such Defeasance Obligations deposited with the Registration
Agent, (A) to the extent such cash will not be required at any time for such purpose, shall be paid
over to the District as received by the Registration Agent and (B) to the extent such cash will be
required for such purpose at a later date, shall, to the extent practicable, be reinvested in
Defeasance Obligations maturing at times and in amounts sufficient to pay when due the principal
and interest to become due on said Bonds on or prior to such redemption date or maturity date
thereof, as the case may be, and interest earned from such reinvestments shall be paid over to the
District, as received by the Registration Agent. For the purposes hereof, Defeasance Obligations
shall mean direct obligations of, or obligations, the principal of and interest on which are
guaranteed by, the United States of America, or any agency thereof, obligations of any agency or
instrumentality of the United States or any other obligations at the time of the purchase thereof are
permitted investments under Tennessee law for the purposes described herein, which bonds or
other obligations shall not be subject to redemption prior to their maturity other than at the option
of the registered owner thereof.
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REMEDIES OF BONDHOLDERS
Any owner of the Bonds shall have such remedies as provided by the Act.

(The remainder of this page left blank intentionally.)
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LEGAL MATTERS
LITIGATION
There are no claims against the District, including claims in litigation, which, in the opinion
of the District, would materially affect the District’s financial position as it relates to its ability to
make payments on the Bonds. There are no suits threatened or pending challenging the legality or
validity of the Bonds or the right of the District to sell or issue the Bonds. See the subsection
entitled “Closing Certificates” for additional information.
TAX MATTERS
Federal
General. Bass, Berry & Sims, PLC, Nashville, Tennessee, is Bond Counsel for the
Bonds. Their opinion under existing law, relying on certain statements by the District and
assuming compliance by the District with certain covenants, is that interest on the Bonds:
•
•
•

is excluded from a bondholder's federal gross income under the Internal Revenue
Code of 1986, as amended (the “Code”),
is not a preference item for a bondholder under the federal alternative minimum
tax, and
is included in the adjusted current earnings of a corporation under the federal
corporate alternative minimum tax.

The Code imposes requirements on the Bonds that the District must continue to meet
after the Bonds are issued. These requirements generally involve the way that Bond proceeds
must be invested and ultimately used. If the District does not meet these requirements, it is
possible that a bondholder may have to include interest on the Bonds in its federal gross income
on a retroactive basis to the date of issue. The District has covenanted to do everything
necessary to meet these requirements of the Code.
A bondholder who is a particular kind of taxpayer may also have additional tax
consequences from owning the Bonds. This is possible if a bondholder is:
•
•
•
•
•
•
•

an S corporation,
a United States branch of a foreign corporation,
a financial institution,
a property and casualty or a life insurance company,
an individual receiving Social Security or railroad retirement benefits,
an individual claiming the earned income credit or
a borrower of money to purchase or carry the Bonds.

If a bondholder is in any of these categories, it should consult its tax advisor.
Bond Counsel is not responsible for updating its opinion in the future. It is possible that
future events or changes in applicable law could change the tax treatment of the interest on the
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Bonds or affect the market price of the Bonds. See also "CHANGES IN FEDERAL AND
STATE TAX LAW" below in this heading.
Bond Counsel expresses no opinion on the effect of any action taken or not taken in
reliance upon an opinion of other counsel on the federal income tax treatment of interest on the
Bonds, or under State, local or foreign tax law.
Bond Premium. If a bondholder purchases a Bond for a price that is more than the
principal amount, generally the excess is "bond premium" on that Bond. The tax accounting
treatment of bond premium is complex. It is amortized over time and as it is amortized a
bondholder's tax basis in that Bond will be reduced. The holder of a Bond that is callable before
its stated maturity date may be required to amortize the premium over a shorter period, resulting
in a lower yield on such Bonds. A bondholder in certain circumstances may realize a taxable
gain upon the sale of a Bond with bond premium, even though the Bond is sold for an amount
less than or equal to the owner's original cost. If a bondholder owns any Bonds with bond
premium, it should consult its tax advisor regarding the tax accounting treatment of bond
premium.
Qualified Tax-Exempt Obligations. Under the Code, in the case of certain financial
institutions, no deduction from income under the federal tax law will be allowed for that portion
of such institution's interest expense which is allocable to tax-exempt interest received on
account of tax-exempt obligations acquired after August 7, 1986. The Code, however, provides
that certain "qualified tax-exempt obligations", as defined in the Code, will be treated as if
acquired on August 7, 1986. Based on an examination of the Code and the factual
representations and covenants of the District as to the Bonds, Bond Counsel has determined that
the Bonds upon issuance will be "qualified tax-exempt obligations" within the meaning of the
Code.
Information Reporting and Backup Withholding. Unless the recipient is otherwise
exempt, interest on the Bonds is subject to Federal information reporting requirements which can
be generally satisfied upon the filing of a Form W-9, "Request for Taxpayer Identification
Number and Certification." Failure to satisfy the information reporting requirements does not
affect the excludability of the interest on the Bonds, but will result in a tax being withheld from
the interest payment, calculated as set forth in the Code. Once the required information is
provided, such amounts withheld would be allowed as a refund or credit against the
Bondholder’s Federal income tax.
State Taxes
Under existing law, the Bonds and the income therefrom are exempt from all present
state, District and municipal taxes in Tennessee except (a) inheritance, transfer and estate taxes,
(b) Tennessee excise taxes on interest on the Bonds during the period the Bonds are held or
beneficially owned by any organization or entity, or other than a sole proprietorship or general
partnership doing business in the State of Tennessee, and (c) Tennessee franchise taxes by reason
of the inclusion of the book value of the Bonds in the Tennessee franchise tax base of any
organization or entity, other than a sole proprietorship or general partnership, doing business in
the State of Tennessee.
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CHANGES IN FEDERAL AND STATE TAX LAW
From time to time, there are Presidential proposals, proposals of various federal and
Congressional committees, and legislative proposals in the Congress and in the states that, if
enacted, could alter or amend the federal and state tax matters referred to herein or adversely
affect the marketability or market value of the Bonds or otherwise prevent holders of the Bonds
from realizing the full benefit of the tax exemption of interest on the Bonds. For example,
various proposals have been made in Congress and by the President which, if enacted, would
subject interest on bonds, such as the Bonds, that is otherwise excluded from gross income for
federal income tax purposes, to a tax payable by certain bondholders with an adjusted gross
income in excess of certain proposed thresholds. It cannot be predicted whether, or in what form,
these proposals might be enacted or if enacted, whether they would apply to Bonds prior to
enactment. In addition, regulatory actions are from time to time announced or proposed and
litigation is threatened or commenced which, if implemented or concluded in a particular
manner, could adversely affect the market value, marketability or tax status of the Bonds. It
cannot be predicted whether any such regulatory action will be implemented, how any particular
litigation or judicial action will be resolved, or whether the Bonds would be impacted.
Purchasers of the Bonds should consult their tax advisors regarding any pending or proposed
legislation, regulatory initiatives or litigation. The opinions expressed by Bond Counsel are
based upon existing legislation and regulations as interpreted by relevant judicial and regulatory
authorities as of the date of issuance and delivery of the Bonds, and Bond Counsel has expressed
no opinion as of any date subsequent thereto or with respect to any proposed or pending
legislation, regulatory initiatives or litigation.
MISCELLANEOUS
Prospective purchasers of the Bonds should consult their own tax advisors regarding the
foregoing matters.
CLOSING CERTIFICATES
Upon delivery of the Bonds, the District will execute in a form satisfactory to Bond
Counsel, certain closing certificates including the following: (i) a certificate as to the Official
Statement, in final form, signed by the Chairman acting in his official capacity to the effect that to
the best of his knowledge and belief, and after reasonable investigation, (a) neither the Official
Statement, in final form, nor any amendment or supplement thereto, contains any untrue statements
of material fact or omits to state any material fact necessary to make statements therein, in light of
the circumstances in which they are made, misleading, (b) since the date of the Official Statement,
in final form, no event has occurred which should have been set forth in such a memo or
supplement, (c) there has been no material adverse change in the operation or the affairs of the
District since the date of the Official Statement, in final form, and having attached thereto a copy of
the Official Statement, in final form, and (d) there is no litigation of any nature pending or
threatened seeking to restrain the issuance, sale, execution and delivery of the Bonds, or contesting
the validity of the Bonds or any proceeding taken pursuant to which the Bonds were authorized;
(ii) certificates as to the delivery and payment, signed by the Chairman acting in his official
capacity, evidencing delivery of and payment for the Bonds; (iii) a signature identification and
incumbency certificate, signed by the Chairman and Secretary acting in their official capacities
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certifying as to the due execution of the Bonds; and, (iv) a Continuing Disclosure Certificate
regarding certain covenants of the District concerning the preparation and distribution of certain
annual financial information and notification of certain material events, if any.
APPROVAL OF LEGAL PROCEEDINGS
Certain legal matters relating to the authorization and the validity of the Bonds are
subject to the approval of Bass, Berry & Sims PLC, Nashville, Tennessee, bond counsel. Bond
counsel has not prepared the Preliminary Official Statement or the Official Statement, in final
form, or verified their accuracy, completeness or fairness. Accordingly, bond counsel expresses
no opinion of any kind concerning the Preliminary Official Statement or Official Statement, in
final form, except for the information in the section entitled “LEGAL MATTERS - Tax
Matters.” The opinion of Bond Counsel will be limited to matters relating to authorization and
validity of the Bonds and to the tax-exemption of interest on the Bonds under present federal
income tax laws, both as described above. The legal opinion will be delivered with the Bonds
and the form of the opinion is included in APPENDIX A. For additional information, see the
section entitled MISCELLANEOUS – “Competitive Public Sale”, “Additional Information” and
“Continuing Disclosure.”

(The remainder of this page left blank intentionally.)
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MISCELLANEOUS
RATING
Standard & Poor’s Corporation (“Standard & Poor’s”) has assigned their municipal bond
rating of “AA” (Stable Outlook) to the Bonds with the understanding that upon delivery of the
Bonds, a policy guaranteeing the payment when due of the principal of and interest on the Bonds
will be issued by Build America Mutual. Such rating reflects only the views of such
organization and explanations of the significance of such rating should be obtained from such
agency. Additionally, Standard & Poor’s has assigned the Bonds an underlying rating of “A”.
There is no assurance that such rating will continue for any given period of time or that the
ratings may not be suspended, lowered or withdrawn entirely by Standard & Poor’s, if
circumstances so warrant. Due to the ongoing uncertainty regarding the economy of the United
States of America, including, without limitation, matters such as the future political uncertainty
regarding the United States debt limit, obligations issued by state and local governments, such as
the Bonds, could be subject to a rating downgrade. Additionally, if a significant default or other
financial crisis should occur in the affairs of the United States or of any of its agencies or
political subdivisions, then such event could also adversely affect the market for and ratings,
liquidity, and market value of outstanding debt obligations, including the Bonds. Any such
downward change in or withdrawal of the ratings may have an adverse effect on the secondary
market price of the Bonds.
The rating reflects only the views of Standard & Poor’s and any explanation of the
significance of such rating should be obtained from Standard & Poor’s.
COMPETITIVE PUBLIC SALE
The Bonds were offered for sale at competitive public bidding on March 12, 2015.
Details concerning the public sale were provided to potential bidders and others in the
Preliminary Official Statement that was dated March 2, 2015.
The successful bidder for the Bonds was an account led by Robert W. Baird & Co.
Incorporated, Milwaukee, Wisconsin (the “Underwriters”) who contracted with the District,
subject to the conditions set forth in the Official Notice of Sale and Bid Form to purchase the
Bonds at a purchase price of $7,429,993.27 (consisting of the par amount of the Bonds, plus a
reoffering premium of $113,697.45, an underwriter’s discount of $40,404.18 and a bond
insurance premium of $8,300.00 paid by the Underwriters) or 100.882% of par.
FINANCIAL ADVISOR; RELATED PARTIES; OTHER
Financial Advisor. Cumberland Securities Company, Inc., Knoxville, Tennessee has been
employed by the District to serve as its Financial Advisor. The Financial Advisor is an
independently owned financial advisory firm.
Regions Bank. Regions Bank (the “Bank”) is a wholly-owned subsidiary of Regions
Financial Corporation. The Bank provides, among other services, commercial banking,
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investments and corporate trust services to private parties and to State and local jurisdictions,
including serving as registration, paying agent or filing agent related to debt offerings. The Bank
will receive compensation for its role in serving as Registration and Paying Agent for the Bonds.
In instances where the Bank serves the District in other normal commercial banking capacities, it
will be compensated separately for such services.
Official Statements. Certain information relative to the location, economy and finances of
the Issuer is found in the Preliminary Official Statement, in final form and the Official Statement,
in final form. Except where otherwise indicated, all information contained in this Official
Statement has been provided by the Issuer. The information set forth herein has been obtained by
the Issuer from sources which are believed to be reliable but is not guaranteed as to accuracy or
completeness by, and is not to be construed as a representation of, the Financial Advisor or the
Underwriter. The information contained herein is subject to change without notice, and neither the
delivery of this Official Statement nor any sale made hereunder shall under any circumstances
create an implication that there has been no change in the affairs of the Issuer, or the other matters
described herein since the date hereof or the earlier dates set forth herein as of which certain
information contained herein is given.
Cumberland Securities Company, Inc. distributed the Preliminary Official Statement, in
final form, and the Official Statement, in final form on behalf of the District and will be
compensated and/or reimbursed for such distribution and other such services.
Bond Counsel. From time to time, Bass, Berry & Sims PLC has represented the Bank on
legal matters unrelated to the District and may do so again in the future.
Other. Among other services, Cumberland Securities Company, Inc. and the Bank may
also assist local jurisdictions in the investment of idle funds and may serve in various other
capacities, including Cumberland Securities Company’s role as serving as the District’s
Dissemination Agent. If the District chooses to use one or more of these other services provided
by Cumberland Securities Company, Inc. including Dissemination Agent and/or the Bank, then
Cumberland Securities Company, Inc. and/or the Bank may be entitled to separate compensation
for the performance of such services.
DEBT LIMITATIONS
Pursuant to the Act, there is no limit on the amount of bonds that may be issued by the
District.
DEBT RECORD
There is no record of a default on principal and interest payments by the District from
information available. Additionally, no agreements or legal proceedings of the District relating
to securities have been declared invalid or unenforceable.
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CONTINUING DISCLOSURE
The District will at the time the Bonds are delivered execute a Continuing Disclosure
Certificate under which it will covenant for the benefit of holders and beneficial owners of the
Bonds to provide certain financial information relating to the District by not later than twelve
months after the end of each fiscal year commencing with the fiscal year ending June 30, 2015
(the "Annual Report"), and to provide notice of the occurrence of certain significant events not
later than ten business days after the occurrence of the events and notice of failure to provide any
required financial information of the District. The Annual Report (and audited financial
statements if filed separately) and notices described above will be filed by the District with the
Municipal Securities Rulemaking Board ("MSRB") at emma.msrb.org and with any State
Information Depository which may be established in Tennessee (the "SID"). The specific nature
of the information to be contained in the Annual Report or the notices of events is summarized
below. These covenants have been made in order to assist the Underwriters in complying with
Securities and Exchange Commission Rule 15c2-12(b), as it may be amended from time to time
(the "Rule").
Five-Year History of Filing. While it is believed that all appropriate filings were made
with respect to the ratings of District’s outstanding bond issues, some of which were insured by
the various municipal bond insurance companies, no absolute assurance can be made that all
such rating changes of the bonds or various insurance companies which insured some
transactions were made or made in a timely manner as required by SEC Rule 15c2-2. With the
exception of the foregoing, for the past five years, the District has complied in all material
respects with its existing continuing disclosure agreements in accordance with SEC Rule 15c212.
Content of Annual Report. The District’s Annual Report shall contain or incorporate by
reference the General Purpose Financial Statements of the District for the fiscal year, prepared in
accordance with generally accepted accounting principles; provided, however, if the District’s
audited financial statements are not available by the time the Annual Report is required to be
filed, the Annual Report shall contain unaudited financial statements in a format similar to the
financial statements contained herein, and the audited financial statements shall be filed when
available.
The Annual Report may be incorporated by reference from other documents, including
Official Statements in final form for debt issues of the District or related public entities, which
have been submitted to each of the Repositories or the U.S. Securities and Exchange
Commission. If the document incorporated by reference is a final Official Statement, in final
form, it will be available from the Municipal Securities Rulemaking Board. The District shall
clearly identify each such other document so incorporated by reference.
Reporting of Significant Events. The District will file notice regarding material events
with the MSRB and the SID, if any, as follows:
1.

Upon the occurrence of a Listed Event (as defined in (3) below), the District shall
in a timely manner, but in no event more than ten (10) business days after the
17

occurrence of such event, file a notice of such occurrence with the MSRB and
SID, if any.
2.

For Listed Events where notice is only required upon a determination that such
event would be material under applicable Federal securities laws, the District shall
determine the materiality of such event as soon as possible after learning of its
occurrence.

3.

The following are the Listed Events:
a.

Principal and interest payment delinquencies;

b.

Non-payment related defaults, if material;

c.

Unscheduled draws on debt service reserves reflecting financial
difficulties;

d.

Unscheduled
difficulties;

e.

Substitution of credit or liquidity providers, or their failure to perform;

f.

Adverse tax opinions, the issuance by the Internal Revenue Service of
proposed or final determinations of taxability, Notices of Proposed Issue
(IRS Form 5701-TEB) or other material notices or determinations with
respect to the tax status of the Bonds or other material events affecting the
tax status of the Bonds;

g.

Modifications to rights of Bondholders, if material;

h.

Bond calls, if material, and tender offers;

i.

Defeasances;

j.

Release, substitution, or sale of property securing repayment of the
securities, if material;

k.

Rating changes;

l.

Bankruptcy, insolvency, receivership or similar event of the obligated
person;

m.

The consummation of a merger, consolidation or acquisition involving an
obligated person or the sale of all or substantially all of the assets of the
obligated person, other than in the ordinary course of business, the entry
into a definitive agreement to undertake such an action or the termination
of a definitive agreement relating to any such actions, other than pursuant
to its terms, if material; and

draws

on
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credit

enhancements

reflecting

financial

n.

Appointment of a successor or additional trustee or the change of name of
a trustee, if material.

Termination of Reporting Obligation. The District's obligations under the Disclosure
Certificate shall terminate upon the legal defeasance, prior redemption or payment in full of all
of the Bonds.
Amendment; Waiver. Notwithstanding any other provision of the Disclosure Certificate,
the District may amend the Disclosure Certificate, and any provision of the Disclosure
Certificate may be waived, provided that the following conditions are satisfied:
(a)
If the amendment or waiver relates to the provisions concerning the Annual
Report and Reporting of Significant Events it may only be made in connection with a change in
circumstances that arises from a change in legal requirements, change in law, or change in the
identity, nature or status of an obligated person with respect to the Bonds, or the type of business
conducted;
(b)
The undertaking, as amended or taking into account such waiver, would, in the
opinion of nationally recognized Bond Counsel, have complied with the requirements of the Rule
at the time of the original issuance of the Bonds, after taking into account any amendments or
interpretations of the Rule, as well as any change in circumstances; and
(c)
The amendment or waiver either (i) is approved by the Holders of the, or (ii) does
not, in the opinion of nationally recognized Bond Counsel, materially impair the interests of the
Holders or beneficial owners of the Bonds.
In the event of any amendment or waiver of a provision of the Disclosure Certificate, the
District shall describe such amendment in the next Annual Report, and shall include, as
applicable, a narrative explanation of the reason for the amendment or waiver and its impact on
the type (or, in the case of a change of accounting principles, on the presentation) of financial
information or operating data being presented by the District. In addition, if the amendment
relates to the accounting principles to be followed in preparing financial statements, (i) notice of
such change shall be given, and (ii) the Annual Report for the year in which the change is made
should present a comparison (in narrative form and also, if feasible, in quantitative form)
between the financial statements as prepared on the basis of the new accounting principles and
those prepared on the basis of the former accounting principles.
Default. In the event of a failure of the District to comply with any provision of the
Disclosure Certificate, any Bondholder, or any Beneficial Owner may take such actions as may
be necessary and appropriate, including seeking mandate or specific performance by court order,
to cause the District to comply with its obligations under the Disclosure Certificate. A default
under the Disclosure Certificate shall not be deemed an event of default, if any, under the
Resolution, and the sole remedy under the Disclosure Certificate in the event of any failure of the
District to comply with the Disclosure Certificate shall be an action to compel performance.
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ADDITIONAL INFORMATION
Use of the words "shall," "must," or "will" in this Official Statement in summaries of
documents or laws to describe future events or continuing obligations is not intended as a
representation that such event will occur or obligation will be fulfilled but only that the
document or law contemplates or requires such event to occur or obligation to be fulfilled.
Any statements made in this Official Statement involving estimates or matters of opinion,
whether or not so expressly stated, are set forth as such and not as representations of fact, and no
representation is made that any of the estimates or matters of opinion will be realized. Neither
this Official Statement nor any statement which may have been made orally or in writing is to be
construed as a contract with the owners of the Bonds.
The references, excerpts and summaries contained herein of certain provisions of the
laws of the State of Tennessee, and any documents referred to herein, do not purport to be
complete statements of the provisions of such laws or documents, and reference should be made
to the complete provisions thereof for a full and complete statement of all matters of fact relating
to the Bonds, the security for the payment of the Bonds, and the rights of the holders thereof.
The PRELIMINARY OFFICIAL STATEMENT and OFFICIAL STATEMENT, in final
form, and any advertisement of the Bonds, is not to be construed as a contract or agreement
between the District and the purchasers of any of the Bonds. Any statements or information
printed in this PRELIMINARY OFFICIAL STATEMENT or the OFFICIAL STATEMENT, in
final form, involving matters of opinions or of estimates, whether or not expressly so identified,
is intended merely as such and not as representation of fact.
The District has deemed this OFFICIAL STATEMENT as “final” as of its date within
the meaning of Rule 15c2-12(b) of the Securities and Exchange Commission.

(The remainder of this page left blank intentionally.)
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CERTIFICATION OF ISSUER
On behalf of the District, we hereby certify that to the best of our knowledge and belief, the
information contained herein as of this date is true and correct in all material respects, and does not
contain an untrue statement of material fact or omit to state a material fact required to be stated
where necessary to make the statement made, in light of the circumstance under which they were
made, not misleading.

/s/ David Nelson
Chairman of the Board of Trustees
ATTEST:

/s/ Dr. Mary Reel
Director of Schools

21

APPENDIX A

FORM OF LEGAL OPINION

(Proposed Form of Opinion of Bond Counsel)
Bass, Berry & Sims PLC
150 Third Avenue South, Suite 2800
Nashville, Tennessee 37201
April 1, 2015
We have acted as bond counsel to Milan Special School District (the "Issuer") in
connection with the issuance of $7,365,000 Limited Tax School Refunding Bonds, Series 2015,
dated the date hereof (the "Bonds"). We have examined the law and such certified proceedings
and other papers as we deemed necessary to render this opinion.
As to questions of fact material to our opinion, we have relied upon the certified
proceedings and other certifications of public officials furnished to us without undertaking to
verify such facts by independent investigation.
Based on our examination, we are of the opinion, as of the date hereof, as follows:
1.
The Bonds have been duly authorized, executed and issued in accordance with the
constitution and laws of the State of Tennessee and constitute valid and binding obligations of
the Issuer.
2.
The resolution of the Board of Education of the Issuer authorizing the Bonds has
been duly and lawfully adopted, is in full force and effect and is a valid and binding agreement
of the Issuer enforceable in accordance with its terms.
3.
The principal of and interest on the Bonds are payable primarily from and secured
by a continuing annual tax levied on all taxable property within the corporate boundaries of the
Issuer, the rate of which has been set by the General Assembly of the State of Tennessee
pursuant to Chapter 504 of the 1945 Private Acts of the State of Tennessee, as amended, as such
rate may be adjusted from time to time in accordance with the laws of the State of Tennessee,
subject to the prior pledge of such revenues in favor of the Issuer’s School Refunding and
Improvement Bonds, Series 2008, dated September 26, 2008 (the "Prior Lien Bonds"). In the
event the revenues derived from said tax are insufficient to pay principal of and interest on the
Bonds when due, any such deficiency is payable from funds received by the Issuer under the
Tennessee Basic Education Program available to be used for capital outlay expenditures, as set
forth in Section 49-3-351, et seq., Tennessee Code Annotated, and related sections, and the
Issuer’s share of the Local Option Sales and Use Tax now or hereafter levied and collected in
Gibson County, Tennessee, pursuant to Section 67-6-712, Tennessee Code Annotated, subject to
prior pledges in favor of the Prior Lien Bonds. In the event said property taxes and other funds
hereinabove described shall not be sufficient to pay principal of and interest on the Bonds when
due, the Issuer has covenanted to apply funds from operations or other available funds of the
Issuer to the payment thereof when due.
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4.
Interest on the Bonds is excluded from gross income for federal income tax
purposes and is not an item of tax preference for purposes of the federal alternative minimum tax
imposed on individuals and corporations; however, such interest is taken into account in
determining adjusted current earnings of certain corporations for purposes of alternative
minimum tax on corporations. The opinion set forth in the preceding sentence is subject to the
condition that the Issuer comply with all requirements of the Internal Revenue Code of 1986, as
amended (the "Code"), that must be satisfied subsequent to the issuance of the Bonds in order
that interest thereon be, or continue to be, excluded from gross income for federal income tax
purposes. Failure to comply with certain of such requirements could cause interest on the Bonds
to be so included in gross income retroactive to the date of issuance of the Bonds. The Issuer has
covenanted to comply with all such requirements. Except as set forth in this Paragraph 4 and in
Paragraph 6 below, we express no opinion regarding other federal tax consequences arising with
respect to the Bonds.
5.
Under existing law, the Bonds and the income therefrom are exempt from all
present state, county and municipal taxes in Tennessee except (a) inheritance, transfer and estate
taxes, (b) Tennessee excise taxes on all or a portion of the interest on any of the Bonds during the
period such Bonds are held or beneficially owned by any organization or entity, other than a sole
proprietorship or general partnership, doing business in the State of Tennessee, and (c)
Tennessee franchise taxes by reason of the inclusion of the book value of the Bonds in the
Tennessee franchise tax base of any organization or entity, other than a sole proprietorship or
general partnership doing business in the State of Tennessee.
6.
The Bonds are "qualified tax-exempt obligations" within the meaning of Section
265 of the Code.
It is to be understood that the rights of the owners of the Bonds and the enforceability of
the Bonds and the resolution authorizing the Bonds may be subject to bankruptcy, insolvency,
reorganization, moratorium and other similar laws affecting creditors' rights heretofore or
hereafter enacted and that their enforcement may be subject to the exercise of judicial discretion
in accordance with general principles of equity.
We express no opinion herein as to the accuracy, adequacy or completeness of the
Official Statement relating to the Bonds.
This opinion is given as of the date hereof, and we assume no obligation to update or
supplement this opinion to reflect any facts or circumstances that may hereafter come to our
attention or any changes in law that may hereafter occur.

Yours truly,
Bass, Berry & Sims, PLC
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APPENDIX B

SUPPLEMENTAL INFORMATION STATEMENT

THE DISTRICT
GENERAL
The Milan Special School District (the “District”) of Gibson County (the “County”) was
created by Chapter 504 of the 1945 Private Acts of the State of Tennessee, as amended. The
District is a local education agency established by the Tennessee General Assembly to provide
public education. The District is located in the western division of the state approximately 20
miles north of Jackson, Tennessee. The boundaries of the District are generally the same as the
corporate limits of the City of Milan, Tennessee (the “City”), although some parts of the District
lie outside the City. The District, as created, is a body politic and corporate with full power of
perpetual succession, as specifically authorized by legislation of the General Assembly of the
State of Tennessee. The General Assembly as authorized by the Tennessee Constitution has an
unlimited taxing authority to set the property tax rate and amount for the District.
The District provides Pre-K through twelfth grade education to children within its
boundaries. The District offers a program of public education for approximately 1,935 students
in K-12 as a local educational agency under the general education laws of the State codified in
Title 49, Tennessee Code Annotated and the regulations of the State Board of Education.
POWERS OF THE DISTRICT
Pursuant to the Act, the District is empowered, among other things, to control and operate
schools within the boundaries of the District. To carry out such purposes, the District has the
power and authority to sue and be sued, contract and be contracted with, to plead and be
impleaded in all of the courts of the State, purchase, receive and hold real, personal and mixed
property, and to release, grant and any way dispose of the same for public school purposes.
Pursuant to such powers, the District administers and operates a public school system for student
in kindergarten through twelfth grade as prescribed by state law and regulations promulgated by
the State Board of Education. The General Assembly has the power under the State Constitution
to authorize the levy of property taxes and instruct the county trustee to collect the property taxes
for the District all specifically authorized by legislation of the General Assembly. The Bonds are
authorized by Chapter 504 of the 1945 Private Acts of the State of Tennessee, as amended. The
taxes pledged to payment of the Bonds are levied pursuant to Chapter 17 of the 1997 Private
Acts of the State of Tennessee and Chapter 62 of the 2001 Private Acts of the State of
Tennessee.
DISTRICT BOARD OF EDUCATION
All corporate powers of the District are vested in and exercised by its District Board of
Education (the “Board”). The Board consists of seven members, serving staggered four year
terms or until their successors are elected and qualified. The members are elected at general
elections of all qualified voters residing in the District pursuant to the general election of the
State. Each member shall be a resident of the District and at least four of whom shall reside
within the corporate limits of the City of Milan. In the event of a vacancy on the Board, the
remaining members shall fill the vacancy until the next regular election.
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Pursuant to the Act, the Board acts by a majority of its members. The Board has all the
powers and authority given it both by the Act and under the general laws of the State of
Tennessee. The Board has the power and authority to establish schools; employ teachers; fix
their salaries; discharge them; open and close schools; build and repair school buildings; suspend
and dismiss pupils; use school funds; take census of the children; hold regular meetings of the
Board; hold and dispose of school property; prepare and approve the annual budget of revenues
and expenditures; and other powers as prescribed by the Act to operate the school system. The
Board’s powers are subject to the laws and regulations generally applicable to public schools
systems in Tennessee including filing its budget with the State Commissioner of Education,
maintaining accounting records, contracting for an annual audit in accordance with standards
prescribed by the State Comptroller of the Treasury and filing annual reports with various state
departments.
Current Members of the Board

End of Term

David Nelson, Chairman........................................................................ December 2015
Jimmy Copous........................................................................................ December 2015
Yolanda Lett ........................................................................................... December 2015
Greg Horton ........................................................................................... December 2015
Marty Elliott ........................................................................................... December 2018
Melissa Ross........................................................................................... December 2018
Sid Crocker............................................................................................. December 2018
EMPLOYEES
The chief operating and administrative officer of the District is the Director of Schools. The
current Director is Dr. Mary Reel. Dr. Reel received her Doctorate Degree in Education from
Tennessee State University in 2001. Dr. Reel served Director of Schools for Milan Special School
District from 2007 to present. She has also worked as a public school teacher, a school principal
and as an Adjunct Professor.
The District employs a total of 311 full and part-time employees.
SCHOOL SYSTEM
General. The District operates a school system of Pre-kindergarten through twelfth
grades for children residing within the boundaries of the District. The District owns and operates
three schools --- one elementary school for grades Pre-K - 4, one middle school for grades 5 – 8,
and one high school for grades 9 - 12. Each of the schools provides general education as well as
special education through the Comprehensive Development Classroom Program (“CDC”) for
children with special education needs. The Southern Association of Colleges and Secondary
Schools accredits the system.
For the last five fiscal years, the District's full time equivalent average daily membership
("FTE") and percentage of total Weighted Full-Time Average Daily Attendance (“ADA”) for all
students in the District is shown in the following table:
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Fiscal Years
(Ending June 30th)

Enrollment

ADA

2010
2011
2012
2013
2014

2,104
2,117
2.090
2,025
2,000

2,046
2,057
2,059
2,004
1,953

Source: Milan Special School District of Gibson County, Tennessee. K-12 only.

Based upon existing service levels provided by the System (K–12), projected enrollment
and estimated Average Daily Attendance for the next five fiscal years (assuming a continuation
of K-12 only) is as follows:
(Ending June 30th)

Fiscal Years

Projected
Enrollment

Projected
ADA

2015
2016
2017
2018
2019

1,935
1,930
1,936
1,889
1,830

1,896
1,891
1,897
1,851
1,793

Source: Milan Special School District of Gibson County, Tennessee.

[balance of page left blank]
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FINANCIAL INFORMATION
INTRODUCTION
As required by law and generally accepted accounting principles (GAAP), all funds and
account groups of the District are organized according to standards established by the
Government Accounting Standards Board (GASB). The District's financial reporting system is
designed to provide timely, accurate feedback on its overall financial position and includes, at a
minimum, periodic reports to the Board. All financial statements are audited annually by
independent certified public accountants.
FUND BALANCES
The District maintains fund balances or net assets in most major operating funds.
Additionally, several reserves have been established to address specific needs of the District.
The following table depicts fund balances for the five fiscal years beginning in 2010 and
ending June 30, 2014.
For the Fiscal Year Ended June 30th
Fund Type
Governmental Funds:
General
Other Governmental
Total

FY 2010

FY 2011

FY 2012

FY 2013

FY 2014

$1,922,615
(11,243)

$2,066,254
229,740

$2,380,264
207,097

$2,603,326
117,703

$2,340,678
171,824

$2,145,687

$2,295,994

$2,587,361

$2,721,029

$2,512,502

Source: Comprehensive Annual Financial Reports of the Milan Special School District of Gibson County, TN.

MEASUREMENT FOCUS AND BASIS OF ACCOUNTING
The financial statements of the Milan Special School District have been prepared in
conformity with Generally Accepted Accounting Principles (GAAP) as applied to government
units. The Governmental Accounting Standards Board (GASB) is the accepted standard-setting
body for establishing governmental accounting and financial reporting principles. The following
is summary of the more significant accounting policies.
Government-wide Fund Financial Statements. The government-wide financial statements
(i.e., the statement of net assets and the statement of activities) report information on all of the
activities of the government. For the most part, the effect of inter-fund activity has been removed
from these statements. However, when applicable, inter-fund services provided and used
between functions are not eliminated in the process of consolidation in the statement of
activities.
The statement of activities demonstrates the degree to which the direct expenses of a
given function are offset by program revenues. Direct expenses are those that are clearly
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identifiable with specific function. Program revenues include (i) charges to customers or
applicants (including fines and fees) who purchase, use, or directly benefit from goods, services
or privileges provided by a given function and (ii) grants and contributions that are restricted to
meeting the operational or capital requirements of a particular function. Taxes and other items
not properly included among program revenues are reported instead as general revenues. Major
individual governmental funds are reported as separate columns in the fund financial statements.
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.
Property taxes are recognized as revenue in the year for which they are levied. Grants and similar
items are recognized as revenue as soon as all eligibility requirements imposed by the provider
have been met.
Measurement Focus, Basis of Accounting and Financial Statement Presentation.
Governmental funds 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 government considers revenues to be available if they are collected within 30
days of the end of the current fiscal period, except for property taxes that are collected within 60
days of year-end. Sales taxes and other shared revenues received through intermediary collecting
governments are considered measurable and available if received by the District within 60 days
of year-end. Expenditures are generally recognized when the liability is incurred, as under
accrual accounting. However, debt service expenditure, as well as expenditures related to
compensated absences and claims and judgments are recorded only when payment is due.
Property taxes, state shared revenues, and interest associated with the current fiscal
period are all considered to be susceptible to accrual and so have been recognized as revenues of
the current fiscal period using the criteria specified in the paragraph above. All other revenue
items are considered to be measurable and available only when the government receives cash.
The District reports the General Fund. The General Fund is the general operating fund of
the District. It is used to account for all financial resources except those required to be accounted
for in another fund.
In general, the effect of inter-fund activity has been eliminated from the governmentwide financial statements. Amounts reported as program revenues include (i) charges to
customer or applicants (including fines and fees) for goods, services or privileges provided, (ii)
operating grants and contributions and (iii) capital grants and contributions. General revenues
include all taxes and internally dedicated resources. When both restricted resources and
unrestricted resources are available for use, it is the District's policy to use restricted resources
first, and then unrestricted resources as they are needed.
Source: Audited Financial Statements of the Milan Special School District of Gibson County, Tennessee.
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INVESTMENT AND CASH MANAGEMENT PRACTICES
Cash and cash equivalents consists of cash, savings and short-term certificates of deposit
with an original maturity of three months or less.
The District is authorized to invest in U.S. Treasury Bills, mutual funds and certificates of
deposit in local banks as well as participate in the Local Government Investment Pool
administered by the State of Tennessee. The District limits its investments to certificates of
deposit. District policy dictates that collateral meet certain requirements, such as, be deposited in
an in institution which participates in the state collateral pool or be deposited in an escrow
account in another institution for the benefit of the District and must be a minimum of 110% of
the value of the deposits placed in the institution less the amount protected by federal deposit
insurance. The state collateral pool is administered by the State of Tennessee. Members of the
pool may be required by agreement to pay an assessment to cover any deficiency.
Source: Audited Financial Statements of the Milan Special School District of Gibson County, Tennessee.

PROPERTY TAXES
Introduction. Chapter 62 of the 2001 Private Acts of the State of Tennessee authorized a
property tax increase of $.59 per $100 of assessed value. Prior to the enactment of Chapter 62,
the State had authorized a tax of $1.51 per $100 of assessed value, to be used for the operations
of the school system and payment of principal of and interest on the Bonds. After a property reappraisal in Gibson County in 2014, the property tax rate was adjusted to $1.8774 in accordance
to Section 67-5-1601, Tennessee Code Annotated. See "District Funding Sources.” Said tax will
continue to be levied and may be adjusted from time to time by action of the General Assembly
or pursuant to county-wide reappraisal of property as more fully set forth herein.
The District has covenanted in the Resolution to take no action to rescind or reduce the
Property Tax or seek to have it rescinded or reduced or the legislation authorizing such Tax
repealed or amended in such a way as to abolish the Property Tax or reduce the annual Property
Tax to an amount less than that necessary to maintain funds sufficient to pay annual principal
and interest requirements on the Bonds. The Property Tax shall be used solely for the purpose of
paying principal of and interest on the Bonds and any other indebtedness of the District to the
extent so needed. Any excess Property Tax revenues may be used, at the discretion of the Board
of Trustees for the purpose of building new school buildings, adding to, repairing, improving,
enlarging and equipping school buildings and properties of the District as the Board of Trustees
of the District shall deem necessary and proper, including the purchase of all property, real and
personal, or interest therein, necessary in connection with said work, and the purchase of school
buses and school transportation equipment.
Reappraisal Program. The Property Tax is subject to adjustment from time to time in
connection with county-wide reappraisal. Section 67-5-1601, Tennessee Code Annotated,
mandates that every six (6) or four (4) years, as determined by the county assessor of property,
each county of the State shall conduct a reappraisal of all real property in the county and an
equalization of assessments in the county. Section 67-5-1704, Tennessee Code Annotated,
requires that upon such reappraisal, the rate of all District taxes will be adjusted to provide the
same ad valorem tax revenue as was levied the year immediately prior to the reappraisal, with
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appropriate adjustments to take into account new construction and deletions from the tax roll. In
addition, in the event the total assessed value of all property subject to the Property Tax declines
by more than ten percent (10%) from January 1 of any year to January 1 of the next succeeding
year or declines by more than fifteen percent (15%) from January 1 of any year to January 1 of
the second succeeding year thereafter, at the request of the Board of Trustees, the county
assessor of property shall certify to the County Trustee and the Board of Trustees of the District
the total assessed value of taxable property within the District and furnish the County Trustee
and the Board of Trustees an estimate of the total assessed value of all new construction and
improvements not included on the assessment roll of the base year and all deletions from the
assessment roll of the base year. Upon receipt of said information and certifications, the County
Trustee shall adjust the Property Tax rate to an adjusted rate which is estimated to provide to the
District the same tax revenue as was provided by said tax in the base year, exclusive of such new
construction, improvements and deletions, in accordance with policies established by the State
Board of Equalization pursuant to Section 67-5-1701(b), Tennessee Code Annotated, or any
successor thereto.
The Act provides that property taxes will be collected by the Trustee of the County as
other County property taxes are collected and, when collected, paid by the Trustee to the District.
The taxes constitute a lien upon the property so taxed and the basis of the assessment is the
assessed value of the property as shown on the books of the County Trustee. Delinquent and
unpaid taxes are subject to the same enforcement actions by the County as are general County
taxes.
Assessed Valuations. According to the 2013 Tax Aggregate Report of Tennessee, property
in the District reflected a ratio of appraised value to true market value of 1.00 resulting from a
County-wide reappraisal that was effective as of January 1, 2015. Public utility assessments have
been equalized and certified by the State after adjustment for the results of sales studies.

Class
Public Utilities
Commercial/Industrial
Personal Tangible Property
Residential, Farm, Agricultural, Other
Total

Estimated
Assessed Valuation

Assessment
Rate

$ 7,685,333
59,268,960
18,549,468
90,768,100

55%
40%
30%
25%

$176,271,861

Estimated
Appraised Value
$ 17,606,719
148,172,400
61,831,560
363,072,400
$590,683,079

Source: 2013 Tax Aggregate Report of Tennessee.

The estimated assessed value of property in the District for the fiscal year ending June 30,
2014 (tax year 2013) $176,271,861 compared to $175,357,977 for the fiscal year ending June 30,
2013 (tax year 2012). The estimated actual value of all taxable property for tax year 2013 is
$590,683,079 compared to $590,369,723 for tax year 2012.

B-7

Property Tax Rates and Collections. The following table shows the property tax rates,
estimated taxes levied and collection data of the District for tax years 2010 (FY 2011) through 2014
(FY 2015) as well as the aggregate uncollected balances for each fiscal year ending June 30th.

PROPERTY TAX RATES AND
COLLECTIONS

Fiscal Yr Collections

Aggregate
Uncollected Balance

Tax
Year

Assessed
Valuation

Tax
Rates

Taxes
Levied

Amount

Pct

2010

$175,267,223

$1.84

$3,224,916

$3,051,621

95%

N/A

2011

175,860,018

1.84

3,234,242

3,081,113

95%

N/A

2012

175,357,977

1.84

3,235,824

3,062,144

95%

N/A

2013

176,271,861

1.84

3,223,460

3,088,318

96%

135,142

2014

177,276,499*

1.8774

3,328,189

As of June 30, 2014

Amount

Pct

4%

IN PROGRESS

* Estimated
(1) The tax year coincides with the calendar year, so tax year 2014 (for example) is actually fiscal year 2015.
Source: 2013 Tax Aggregate Reports of the State of Tennessee, Tennessee State Board of Equalization and the District

Ten Largest Taxpayers. For the fiscal year ending June 30, 2014 (tax year 2013), the ten largest
non- utility taxpayers in the District are as follows:
Taxpayer

Product/Service

Assessment

Taxes Paid

1.
2.
3.
4.
5.

Assa Abloy Door Group, LLC
Walmart
Whirlpool Realty Group
Kongsberg Automotive Inc.
Lowe’s Home Centers, Inc.

Manufacturing
Retail
Manufacturing
Manufacturing
Retail

$8,201,162
4,305,120
3,086,840
2,573,096
2,516,360

$150,901
74,246
56,798
47,345
46,301

6.
7.
8.
9.

Milan Realty, LLC
Module De Limited
National Health Investors
Dura Automotive Systems, Inc.

Real Estate
Manufacturing
Healthcare
Manufacturing

2,240,000
2,000,000
1,322,360
1,184,437

41,216
36,800
24,331
21,794

Manufacturing

1,125,920

20,717

28,555,295

$520,449

10. Mi Development America Inc.
Total

Source: Gibson County Trustee, Milan Special School District of Gibson County, Tennessee.
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BEP FUNDS
In accordance with the provisions of the Education Improvement Act of 1992, the State
revised the mandated public education program delivered through locally operated school programs
in the State.
Among other features, the Basic Education Plan (BEP) component of the Education
Improvement Act of 1992 revised the State's funding formula for local school districts. The BEP
funding formula was phased in over a five-year period that began in fiscal year 1993.
Under the BEP formula, "improvement" funds are divided into two types of expense
categories: "classroom" and "non-classroom" expenditures and are in addition to operating funds
previously received from the State. “Classroom" expenditures are restricted to certain expenses
other than capital projects; however, "non-classroom" expenditures may be used for capital projects
in addition to certain other items.
The following table provides the District's actual receipts through the fiscal year ended June
30, 2014:
BEP “Non-Classroom” Funds
Fiscal
Year

Actual
Receipts

Projected
Receipts *

2010
2011
2012
2013
2014
2015

$2,444,000
2,609,000
2,587,000
2,661,000
2,783,000
----

------------$2,770,000

*Projected BEP Improvement funding levels have been supplied to the District by the State. BEP Classroom and
Non-Classroom Improvement funds are dollars received in addition to what was formally called the foundation
program and now collectively is referred to as the BEP.
Source: State of Tennessee Department of Education and the Milan Special School District of Gibson County,
Tennessee. Actual receipts for Fiscal Year 2014 are unaudited but were supplied by the District and believed to
true and correct.

LOCAL OPTION SALES TAX
Pursuant to applicable provisions of Title 67, Chapter 6, Part 7 of Tennessee Code
Annotated as amended, (the "Sales Tax Act"), the County levies a County-wide local option sales
tax. Under the Sales Tax Act, counties and incorporated cities may levy a sales tax on the same
privileges on which the State levies its sales tax. The rate of any sales tax levied by a county or
city is limited under State law to two and three-fourths percent (2 3/4 %).
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Pursuant to the Sales Tax Act, the levy of a sales tax by a county precludes any city from
within the county from levying a sales tax, but a city may levy a sales tax in addition to the
county's sales tax at a rate not exceeding the difference between the county sales tax rate and the
maximum local option sales tax rate of two and three fourths percent (2 3/4 %). If a city is
located in more than one county, each portion of the city that is located in a separate county is
treated as a separate city for purposes of determining the maximum sales tax rate.
The revenues from the county-wide local option sales taxes (the “Sales Tax”) are
distributed pursuant to the provisions of the Sales Tax Act and other provisions of the Tennessee
Code Annotated. Fifty percent (50 percent) of the revenues raised through the county-wide sales
taxes are directed to educational purposes and are distributed to all organized public school
systems in the county in which the taxes are collected based upon the average daily attendance of
each school system as determined at the end of the preceding fiscal year. The balance of the
Sales Tax collections normally are divided between the general fund of the city in which the
Sales Taxes are collected and all incorporated cities or counties in such city based upon the situs
of collection unless a separate agreement has been ratified concerning the distribution of these
funds.
From the 2.75 percent Sales Tax in Gibson County and the City of Milan, the District’s
actual receipts from the Sales Tax for the most recent fiscal years are as follows:
FY 2010

FY 2011

FY 2012

FY 2013

FY 2014

$ 994,498

$1,026,441

$1,039,862

$1,238,718

$1,293,353

Source: Annual Financial Reports of the District.

PENSION PLAN
Employees of Milan Special School District are members of the Political Subdivision
Pension Plan (PSPP), an agent multiple employer defined benefit pension plan administered by
the Tennessee Consolidated Retirement System (TCRS). TCRS provides retirement benefits as
well as death and disability benefits. Benefits are determined by a formula using the member's
high five-year average salary and years of service. Members become eligible to retire at the age
of 60 with five years of service or at any age with 30 years of service. A reduced retirement
benefit is available to vested members at the age of 55. Disability benefits are available to active
members with five years of service who became disabled and cannot engage in gainful
employment. There is no service requirement for disability that is the result of an accident or
injury occurring while the member was in the performance of duty. Members joining the system
after July 1, 1979 become vested after five years of service and members joining prior to July 1,
1979 were vested after four years of service. Benefit provisions are established in state statute
found in Title 8, Chapter 34-37 of the Tennessee Code Annotated (TCA). State statutes are
amended by the Tennessee General Assembly. Political subdivisions, such as Milan Special
School District, participate in the TCRS as individual entities and are liable for all costs
associated with the operation and administration of their plan. Benefit improvements are not
applicable to a political subdivision unless approved by the chief governing body.

B-10

For additional information on the funding status, trend information and actuarial status of
the District's retirement programs, please refer to the appropriate Notes to Financial Statements
located in the Audited Financial Statements of the District located herein.
OTHER POST EMPLOYMENT BENEFITS
The District participates in the state-administered Teacher Group Insurance Plan for
healthcare benefits. For accounting purposes, the plans are agent multiple-employer defined
benefit OPEB plans. Benefits are established and amended by an insurance committee created by
Tennessee Code Annotated (TCA) 8-27-302. Prior to reaching the age of 65, all members have
the option of choosing a preferred provider organization (PPO), point of service (POS), or health
maintenance organization (HMO) plan for healthcare benefits. Subsequent to age 65, members
who are also in the state's retirement system may participate in a state-administered Medicare
supplement plan that does not include pharmacy. The plans are reported in the State of
Tennessee Comprehensive Annual Financial Report (CAFR). The CAFR is available on the
state's website at http://tennessee.gov/finance/act/cafr.html.
For additional information on the District’s funding status and other pertinent
information, please see the Notes to the Financial Statements included provided here.

[balance of page left blank]
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PURPOSE

TOTAL BONDED DEBT

Limited Tax School Refunding Bonds, Series 2015
Less: Bonds Paid on April 1, 2015
Less: Refunded Debt (Series 2005 Bonds)

April 2024

April 1, 2024
April 1, 2024

DUE
DATE

Fixed

Fixed
Fixed

INTEREST
RATE(S)

$

$

$

$

8,265,000

7,365,000
(700,000)
(7,350,000)

7,950,000
1,000,000
8,950,000

OUTSTANDING

(1) As of
June 30, 2014

(2) The School Refunding Bonds, Series 2005 will be refunded in full on April 1, 2015.

(1) The above figures do not include short-term notes, compensated absences or capitalized leases outstanding, if any. For more information, see the notes to the Financial Statements in the
FINANCIAL STATEMENTS included herein.

9,125,000

(9,355,000)

7,365,000

9,355,000 (2) School Refunding Bonds, Series 2005
1,760,000
School Refunding and Imp. Bonds, Series 2008
11,115,000

NOTES:

$

$

$

$

AMOUNT
ISSUED

(GIBSON COUNTY, TENNESSEE)
SUMMARY OF BONDED INDEBTEDNESS

MILAN SPECIAL SCHOOL DISTRICT
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$

NET DIRECT & OVERLAPPING DEBT

595,037,356
595,037,356
178,098,501

17,098,725

5,148,725

11,950,000

11,950,000

11,950,000
11,950,000

2010

$

$

$

$

$

$
$

587,899,200
587,899,200
175,267,223

16,104,010

4,774,010

11,330,000

11,330,000

$

$

$

$

$

$
$

593,469,976
590,561,973
175,860,018

15,516,949

4,941,949

10,575,000

10,575,000

10,575,000
10,575,000

$

$

$

$

$

$
$

Fiscal Year Ending June 30,
2012

11,330,000
11,330,000

2011

590,369,723
587,476,911
175,357,977

14,362,934

4,582,934

9,780,000

9,780,000

9,780,000
9,780,000

2013

4,208,353

8,950,000

8,950,000

8,950,000
8,950,000

$ 590,683,079
590,683,079
176,271,861

$ 13,158,353

$

$

$

$
$

2014

$

$

$

$

$

$
$

590,683,079
590,683,079
176,271,861

12,473,353

4,208,353

8,265,000

8,265,000

8,265,000
8,265,000

Issuance
2015

(2) OVERLAPPING DEBT - Includes the City of Milan and Gibson County. Best available information.

(1) The above figures do not include short-term notes, compensated absences or capitalized leases outstanding, if any. For more information, see the notes to the Financial Statements in the FINANCIAL STATEMENTS
included herein.

$

$

OVERLAPPING DEBT - (2)

PROPERTY TAX BASE
Estimated Actual Value
Appraised Value
Assessed Value

$

$

$
$

NET DIRECT DEBT

Less: Debt Service Fund Balance

TOTAL DEBT

General Obligation Bonds & Notes - (1)
TOTAL TAX SUPPORTED

TAX SUPPORTED

INDEBTEDNESS

The information set forth in the following table is based upon information derived in part from the audited Financial Statements of the District including those for the most
current fiscal year and should be read in conjunction with those statements. The table does not include future funding plans whether disclosed or not.
After

INTRODUCTION

INDEBTEDNESS AND DEBT RATIOS

MILAN SPECIAL SCHOOL DISTRICT
(GIBSON COUNTY, TENNESSEE)
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2.74%
2.74%
9.19%

2.87%
2.87%
9.60%

4.57%
4.57%
1.92%
6.49%

5.11%
5.11%
2.20%
7.32%

$74,663
$22,259
$1,439
$1,439
$606
$2,045

6.18%

1.97%

4.21%

4.21%

$75,843
$22,474
$1,351
$1,351
$632
$1,983

7,825
$32,099

8.82%

2.63%

2.61%

0.83%
0.84%
2.81%

1.78%
1.79%
6.01%

1.78%
1.79%
6.01%

(1) Populations based on the U.S. Census for the City of Milan.
(2) PER CAPITA PERSONAL INCOME is based upon the most current data available from the Bureau of Economic Analysis for Gibson County.

Total Debt Per Capita as a percent
of PER CAPITA PERSONAL INCOME
Net Direct Debt Per Capita as a percent
of PER CAPITA PERSONAL INCOME
Overlapping Debt Per Capita as a %
of PER CAPITA PERSONAL INCOME
Net Direct & Overlapping Debt Per Capita
as a % of PER CAPITA PERSONAL INCOME

$75,791
$22,685
$1,522
$1,522
$656
$2,178

0.81%
0.81%
2.72%

0.87%
0.87%
2.89%

Estimated Actual Value to POPULATION
Assessed Value to POPULATION
Total Debt to POPULATION
Net Direct Debt to POPULATION
Overlapping Debt to POPULATION
Net Direct & Overlapping Debt to POPULATION

1.93%
1.93%
6.46%

2.01%
2.01%
6.71%

7,874
$31,500

1.93%
1.93%
6.46%

2011
2.01%
2.01%
6.71%

7,851
$29,764

2010

PER CAPITA RATIOS
POPULATION (1)
PER CAPITA PERSONAL INCOME (2)

TOTAL DEBT to Estimated Actual Value
TOTAL DEBT to Appraised Value
TOTAL DEBT to Assessed Value
NET DIRECT DEBT to Estimated
Actual Value
NET DIRECT DEBT to Appraised Value
NET DIRECT DEBT to Assessed Value
OVERLAPPING DEBT to Estimated
Actual Value
OVERLAPPING DEBT to Appraised value
OVERLAPPING DEBT to Assessed Value
NET DIRECT & OVERLAPPING DEBT to
Estimated Actual Value
NET DIRECT & OVERLAPPING DEBT to
Appraised Value
NET DIRECT & OVERLAPPING DEBT to
Assessed Value

DEBT RATIOS

Fiscal Year Ending June 30,
2012

8.19%

2.44%

2.43%

0.78%
0.78%
2.61%

1.66%
1.66%
5.58%

1.66%
1.66%
5.58%

5.55%

1.77%

3.78%

3.78%

$75,893
$22,542
$1,257
$1,257
$589
$1,846

7,779
$33,294

2013

5.08%

1.62%

3.46%

3.46%

$75,933
$22,660
$1,151
$1,151
$541
$1,692

7,779
$33,294

7.46%

2.23%

2.23%

0.71%
0.71%
2.39%

1.52%
1.52%
5.08%

1.52%
1.52%
5.08%

2014

4.82%

1.62%

3.19%

3.19%

$75,933
$22,660
$1,062
$1,062
$541
$1,603

7,779
$33,294

7.08%

2.11%

2.11%

0.71%
0.71%
2.39%

1.40%
1.40%
4.69%

1.40%
1.40%
4.69%

After
Issuance
2015
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$

$

700,000
745,000
790,000
830,000
875,000
920,000
960,000
1,000,000
1,045,000
1,085,000
8,950,000

$

$

353,363
327,213
299,375
269,500
237,395
203,170
166,780
128,130
87,880
44,760
2,117,565

TOTAL

1,053,363
1,072,213
1,089,375
1,099,500
1,112,395
1,123,170
1,126,780
1,128,130
1,132,880
1,129,760
$ 11,067,565

$

As of June 30, 2014
Existing Debt (1)
Principal
Interest
(700,000) $
(353,363) $ (1,053,363)
(645,000)
(290,313)
(935,313)
(690,000)
(266,125)
(956,125)
(730,000)
(240,250)
(970,250)
(775,000)
(212,145)
(987,145)
(820,000)
(181,920)
(1,001,920)
(149,530)
(1,009,530)
(860,000)
(900,000)
(115,130)
(1,015,130)
(945,000)
(79,130)
(1,024,130)
(985,000)
(40,385)
(1,025,385)
$ (8,050,000) $ (1,928,291) $ (9,978,291)

$

Less: Bonds Being Refunded / Paid
Principal
Interest
TOTAL
700,000
735,000
765,000
795,000
825,000
850,000
875,000
900,000
920,000
$ 7,365,000

$

$

$

147,300
133,300
118,600
103,300
87,400
70,900
53,900
36,400
18,400
769,500

(2) Average Coupon 2.00%.

847,300
868,300
883,600
898,300
912,400
920,900
928,900
936,400
938,400
$ 8,134,500

$

Limited Tax School
Refunding Bonds, Series 2015
Principal
Interest (2)
TOTAL

(1) The above figures do not include short-term notes outstanding, if any. For more information, see the notes to the Financial Statements in the CAFR.

2015
2016
2017
2018
2019
2020
2021
2022
2023
2024

F.Y.
Ended
6/30

BONDED DEBT SERVICE REQUIREMENTS

MILAN SPECIAL SCHOOL DISTRICT
(GIBSON COUNTY, TENNESSEE)

100.00%

40.67%

0.00%

% 2015
Principal
Repaid

$

$

800,000
835,000
865,000
895,000
925,000
950,000
975,000
1,000,000
1,020,000
8,265,000
$

$

(1) $
184,200
166,550
147,850
128,550
108,650
88,150
66,900
45,150
22,775
958,775 $

% All
Principal
Repaid
(1) 0.00%
984,200
1,001,550
1,012,850
1,023,550 41.08%
1,033,650
1,038,150
1,041,900
1,045,150
1,042,775 100.00%
9,223,775

Total Bonded Debt
Service Requirements (1)
Interest (2)
Principal
TOTAL

MILAN SPECIAL SCHOOL DISTRICT
(GIBSON COUNTY, TENNESSEE)
Five Year Summary of Revenues, Expenditures and
Changes In Fund Balances - All Governmental Funds

2010
Revenues:
Taxes
Intergovernmental
Meal Sales
Interest Earnings
Other local Revenues
Miscellaneous
Total Revenues
Expenditures:
Instruction
Support Services
Food Service
Non-Instructional Services
Total Expenditures
Excess of Revenues
Over (Under) Expenditures

$

$

$

4,373,695
10,570,286
4,644
64,816
23,239
15,036,680

$

$

$

$

8,261,272
4,684,243
3,583,136
16,528,651

$
$

2012

4,326,920
10,982,695
3,620
65,877
33,941
15,413,053

$

$

$

$

8,490,752
4,998,981
1,783,343
15,273,076

(1,491,971)

$

6,809
1,768,114
1,774,923

$

$

Other Financing Sources (Uses):
Transfers - In
Transfers - Out
Bond Proceeds
Total

$

Excess of Revenues
Over (Under) Expenditures
& Other Uses

$

282,952

$

1,639,663
1,922,615

Fund Balance July 1
Residual Equity Transfers
Fund Balance June 30

2011

2013

4,378,545
11,096,228
1,850
89,569
70,574
15,636,766

$

$

$

$

8,514,623
4,971,308
1,838,425
15,324,356

139,977

$

3,662
3,662

$

$

$

143,639

$

1,922,615
2,066,254

4,605,260
11,219,386
2,071
96,943
24,557
15,948,217

$

$

$

$

8,497,855
5,359,466
1,867,834
15,725,155

312,410

$

223,062

$

1,600
1,600

$

$

$

-

$

$

314,010

$

223,062

$

$

2,066,254
2,380,264

$

2,380,264
2,603,326

Source: Audited Annual Financial Reports of the Milan Special School District of Gibson County, Tennessee.
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2014

$

$

4,645,413
11,515,487
1,917
93,952
12,437
16,269,206

8,539,720
5,848,006
2,144,128
16,531,854

(262,648)
-

(262,648)
2,603,326
2,340,678
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$

2,867,715
3,224,916
3,234,242
3,235,824
3,223,460

Property Tax
Collected
$

994,498
1,026,441
1,039,862
1,238,718
1,293,353

Local Option
Sales Tax
$

2,444,000
2,609,000
2,587,000
2,661,000
2,783,000

Non-Classroom
BEP
$

64,816
65,877
89,569
96,943
93,952

Other Local
Revenue
$ 6,371,029
6,926,234
6,950,673
7,232,485
7,393,765

Total
Available
Funds
$ 1,033,552
1,065,462
1,184,313
1,202,137
1,211,513

Estimated
Net Debt
Service (1)
6.16
6.50
5.87
6.02
6.10

Coverage
Ratio
x
x
x
x
x

$ 1,045,150
1,045,150
1,045,150
1,045,150
1,045,150

Maximum
Net Debt
Service (2)

(2) Maximum debt service is in 2023 after the issuance of the Series 2015 Bonds.

(1) Net Debt Service includes the debt payments made by the City of Milan on the District's 2009 Bonds. The 2009 Bonds matured on April 1, 2014.

2010
2011
2012
2013
2014

F.Y. Ended
June 30

Gross Revenues Compared to Debt Service Requirements

MILAN SPECIAL SCHOOL DISTRICT
(GIBSON COUNTY, TENNESSEE)

6.10
6.63
6.65
6.92
7.07

Historical
Coverage
Ratios on
Maximum
Debt
Service (2)
x
x
x
x
x

CITY OF MILAN
GENERAL INFORMATION
LOCATION
Milan (the “City”) was incorporated in 1911 and is the county seat of Gibson County (the
“County”) in Middle Tennessee. The City is approximately thirty miles east of Nashville,
Tennessee. To the north, the County is bordered by Trousdale and Sumner Counties and, to the
east, by Smith County. Cannon and Rutherford Counties make up the County’s southern border,
and to the west, the County is bordered by Davidson County. Other incorporated cities in the
County include Mt. Juliet and Watertown.
GENERAL
The County has 603 square miles. It is one of the leading agricultural counties of the
state whose primary crops are soybeans, cotton, corn, strawberries, cabbage and tomatoes and is
regarded as one of the top 100 counties in the United States in nine agricultural categories. In
addition to its agricultural products the area is rich in timber.
Humboldt was designated a Micropolitan Statistical Area (the “mSA”) that had a population
of 49,683 according to the 2010 US Census. An mSA is defined by the U.S. Census Bureau as a
non-urban community that is anchored by a town of no more than 50,000 residents.
The County is also part of the Jackson-Humboldt Combined Statistical Area (the “CSA”).
According to the 2000 Census, the CSA had a population of 155,529. The CSA includes Gibson,
Chester and Madison Counties. The City of Jackson is the largest city in the CSA with a population
of 65,211 according to the 2010 Census. Henderson is the County's largest city with a Census
2010 population of 6,309. According to the 2010 Census, the population of Gibson County is
49,683.
TRANSPORTATION
The County is only 27 miles to Interstate 40 in Jackson, with US Highways 45, 70 and 79
and State Highways 54, 77, 104,105 and 152 within the County lines. The County is serviced
by CSX Transportation and the West Tennessee Railroad. The nearest port is in Hickman, KY
on the Mississippi River over 45 miles away. Gibson County Airport has a runway that is 4,800
feet in length. The nearest commercial airport is the McKellar-Sipes Regional Airport, over 20
miles away at Jackson, Tennessee.
EDUCATION
Gibson County has a unique system of education within the State of Tennessee. While
most counties within the State of Tennessee incorporate a county-wide school system, with
certain cities having separate schools inside the County, Gibson County is divided into five
school districts. Each district consists of one or more towns and the surrounding geographical
area. The schools are well equipped and they rank high in the Tennessee system, as well as in the
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Southern Association of Secondary Schools and Colleges. Adult classes are offered in the public
school system at Trenton.
Bradford Special School District is the smallest of the Districts. It has only two schools
in the Town of Bradford with a fall 2013 enrollment of about 543 students with 42 teachers.
Gibson County Special School District is the largest District with nine schools. This District had
a fall 2013 enrollment of 4,011 students with 248 teachers. It serves the cities of Dyer, Gibson,
Kenton, Medina, Rutherford, Yorkville and the unincorporated areas around the County. A new
$15.2 million high school was built for the Gibson County Special School District in 2009 and
the existing high school’s $5.2 million renovation was complete at the end of 2008.
Humboldt City School System has four schools in the City with a fall 2013 enrollment of
1,180 students with 71 teachers. Milan Special School District has three schools in the City with
a fall 2013 enrollment of 2,117 students with 131 teachers. Trenton Special School District has
three schools in the City with a fall 2013 enrollment of 1,437 students and 95 teachers.
Source: Gibson County Chamber of Commerce and Tennessee Department of Education.

Dyersburg State Community College Trenton Campus. Dyersburg State Community
College is an accredited public comprehensive community college that operates within the
governance of the Tennessee Board of Regents. Founded in 1967, Dyersburg State is located on
a 100-acre campus in Dyer County, Tennessee and serves the educational needs of a sevencounty area of Northwest Tennessee: Lake, Obion, Dyer, Gibson, Lauderdale, Crockett and
Tipton Counties. The fall of 2013 semester had an enrollment of 3,271 students. Dyersburg
State also offers increased access to education via technology-assisted instruction, distance
learning and course offerings at convenient locations in three other campuses in Obion, Gibson
and Tipton Counties.
Source: Dyersburg State Community College and Tennessee Higher Education Commission.

Jackson State Community College is located in Madison County and was founded in
1967. Jackson State offers associate degrees, certificates, and enrichment courses as preparation
for further higher education and for career entry or advancement. The fall 2013 enrollment was
4,593 students. There are also three satellite campuses: Savannah (Hardin County), Lexington
(Henderson County) and Humboldt (Gibson County).
Source: Jackson State Community College and Tennessee Higher Education Commission.

The Tennessee Technology Center at Jackson Humboldt Centers. The Tennessee
Technology Center at Jackson is part of a statewide system of 26 vocational-technical schools.
The Tennessee Technology Center meets a Tennessee mandate that no resident is more than 50
miles from a vocational-technical shop. The institution’s primary purpose is to meet the
occupational and technical training needs of the citizens including employees of existing and
prospective businesses and industries in the region. The Technology Center at Jackson serves
the southwest region of the state including Madison, Gibson, Henderson, Crocket and Chester
Counties. The Technology Center at Jackson began operations in 1963, and the main campus is
located in Madison County. Fall 2012 enrollment was 1,386 students. There are four satellite
centers: the McWherter Instructional Service Center in Jackson, the Lexington Extension
Campus, Humboldt High School and the Humboldt Instructional Service Center.
Source: Tennessee Technology Center at Jackson and Tennessee Higher Education Commission.

B-19

HEALTHCARE
Gibson County has 3 hospitals all owned by West Tennessee Healthcare (the “WTH”).
Modern Healthcare Magazine listed WTH as one of the top ten largest public, not-for-profit
healthcare systems in the U.S. With locations throughout 18 counties in West Tennessee, WTH
is a family of healthcare services that provides a full compendium of care from six hospitals,
home healthcare agency, medical laboratory services, medical products and infusion services,
outpatient rehab facilities, early child development intervention services, community support and
education, and more. WTH employs approximately 5,000 people and is one of the region's top
employers.
Milan General Hospital has been operating a 73-bed acute care facility since 1941 when
the hospital became a wholly-owned affiliate of WTH in 1998. Humboldt General Hospital is a
62-bed acute care hospital with fifteen physicians on staff that became an affiliate of WTH in
1998. Gibson General Hospital, located in Trenton, opened as an acute care hospital in 1962
and became an affiliate of WTH in 1994. The Gibson General Hospital has 42 beds and about 17
doctors employed.
Jackson-Madison County General Hospital, located about 27 miles away to the south, is
the flagship of West Tennessee Healthcare. With 612 licensed beds, Jackson-Madison County
General offers comprehensive healthcare. The only tertiary care hospital between Memphis and
Nashville, the hospital serves a 17-county area of rural West Tennessee. Approximately 400,000
persons reside within the service area. The Hospital underwent a multi-million-dollar, 365,000
sq. ft., expansion that was completed in 2008.
Source: West Tennessee Healthcare.

MANUFACTURING AND COMMERCE
Bradford Industrial Parks. Bradford has two industrial sites. Bradford Industrial Park
has 78 acres sitting on TN 54 and US 45-E with water, sewage, electricity and gas on site. The
second site is Wingo Property with 30 acres in town near Business 45-E. Rail service is on site.
Dyer Industrial Park. The City of Dyer has an industrial park (with one available
building and 60 acres of green space). The park has electricity, gas, water and sewage on site;
rail is adjacent to the site and the park sits on Business 45-W and is 1/2 mile from 45-W.
Milan Industrial Park. Clearly the largest industrial site in the area is the Milan Army
Ammunition Plant (the “MLAAP”), a 35 square mile acre facility owned by the U. S.
Government but operated by the Lockheed Martin Ordinance System. It is located in mainly in
Milan, Gibson County with some acreage also in Carroll County. The MLAAP mission is to
load, assemble, pack, store, and ship/receive containerized conventional ammunition. MLAAP is
housed on 22,357 acres with 1,450 buildings and 873 igloos and a storage capacity of 2,270,000
square feet. The site employs military, civilian and contractor personnel. Milan Ordnance Depot
and Wolf Creek Ordnance Plant were established in 1941. In 1943, they merged, becoming
Milan Ordnance Center and later Milan Arsenal in 1945. In the 1960s, it became MLAAP.
Trenton Industrial Parks. There are two major industrial parks in Trenton; the largest
being Industrial Park Drive, containing 115 acres and Manufacturer's Row, containing 15 acres.
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These two sites feature rail line support and ready access (.5 miles) to the local divided state
highway (45) which joins the interstate highway system in Jackson 27 miles from the industrial
parks. The city has a large industrial park that is home to Trenton's largest industries. The park
features the still-available 63,000 square foot Trenton Spec Building. The building site features
electricity, gas, water and sewage.
Source: Gibson County Chamber of Commerce.

Major Employers in Gibson County, Tennessee
Company

Product

Location

Employees

Ceco Door Products
Gibson Co. Special School District*
MacLean Power Systems

Metal Doors
Education
Products for Utilities

Milan
Dyer
Trenton

415
270
250

Retail
Education
Automotive Parts
Automotive Parts
Education
Road Construction
Corrugated Containers
Grocery Distribution
Corrugated Containers
Ordnance & Accessories
Fire Resistant Material
Education
Automotive Parts
Distribution
Load Tap Changer
Government
Industrial Yarn
Commercial Bakeware
Cabinets
Retail

Humboldt
Humboldt
Humboldt
Milan
Milan
Humboldt
Humboldt
Humboldt
Humboldt
Milan
Humboldt
Trenton
Milan
Humboldt
Humboldt
Humboldt
Humboldt
Humboldt
Humboldt
Trenton

236
234
200
189
146
137
131
124
120
110
105
103
103
100
100
100
81
65
65
60

Wal-Mart
Humboldt Special School District
Dana Corporation
Kongsberg Automotive
Milan Special School District*
Delta Contracting
Rock Tenn
Sav-A-Lot
Pratt Industries
American Ordnance, LLC
Jones Fiber Products
Trenton Special School District*
DURA Automotive System
Con-Agra Foods
Reinhausen Manufacturing, Inc.
City of Humboldt
Jones Companies Ltd.
Chicago Metallic Products
American Woodmark
Gibson County Farmers Co-Op

*Employment is only for Teachers and Administrators.
Source: The West Tennessee Industrial Association, the Comprehensive Annual Financial Report of the City of
Humboldt, and Gibson County Works - 2014.
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EMPLOYMENT INFORMATION
For the month of December 2014, the unemployment rate for the Humboldt mSA and
Gibson County stood at 9.7% with 17,030 persons employed out of a labor force of 18,860. As of
December 2014 the unemployment rate in the Jackson-Humboldt CSA stood at 7.4%,
representing 68,100 persons employed out of a workforce of 73,540.
Unemployment
Annual
Average

Annual
Average

Annual
Average

Annual
Average

Annual
Average

2009

2010

2011

2012

2013

National
Tennessee
Humboldt mSA&
Gibson County
Index vs. National
Index vs. State

9.3%
10.5%

9.6%
9.7%

8.9%
9.2%

8.1%
8.0%

7.4%
8.2%

14.8%
159
141

13.3%
139
138

12.8%
144
139

11.6%
143
145

12.8%
173
156

Jackson-Humboldt CSA
Index vs. National
Index vs. State

11.9%
128
113

13.3%
139
138

10.5%
118
114

9.1%
112
114

9.6%
130
117

Source: Tennessee Department of Employment Security, CPS Labor Force Estimates Summary.

ECONOMIC DATA
Per Capita Personal Income

National
Tennessee
Humboldt mSA &
Gibson County
Index vs. National
Index vs. State

2009

2010

2011

2012

2013

$39,379

$40,144

$42,332

$44,200

$44,765

$34,439

$35,426

$37,151

$39,002

$39,558

$29,085

$29,764

$31,500

$32,099

$33,294

74
84

74
84

74
85

73
82

74
84

Source: U.S. Department of Commerce, Bureau of Economic Analysis.
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Social and Economic Characteristics

Median Value Owner Occupied Housing
% High School Graduates or Higher
Persons 25 Years Old and Older
% Persons with Income Below
Poverty Level
Median Household Income

National

Tennessee

Gibson
County

$176,700

$139,200

$87,700

$76,000

86.0%

84.4%

82.7%

80.3%

15.4%

17.6%

18.7%

25.8%

$53,046

$44,298

$38,343

$26,736

Humboldt

Source: U.S. Census Bureau State & County QuickFacts - 2013.

TOURISM
Trenton Historic District. The town itself was placed on the National Register of
Historic Places in 1982 as the Trenton Historic District with 96 buildings and 520 acres - this
collection of homes includes antebellum mansions, quaint cottages, and three tree lined streets.
The three red and blond brick court house built in 1899 features a clock tower and a hanging
bell. Most of the homes are privately owned, but the restored Freed House is owned and operated
by the city. It is open for tours and special events.
West Tennessee Strawberry Festival. Humboldt is the home of the West Tennessee
Strawberry Festival, held the first full week in May. The Festival was established in 1934 and
attracts over 100,000 people every year. It is a nationally recognized event and has led to the
establishment of the Strawberry Festival Historical Museum.
Source: Humboldt Chamber of Commerce.

RECENT DEVELOPMENTS
ACH Food Companies. The Humboldt plant for ACH Food has closed in the summer of
2009, losing 59 jobs. The company is a subsidiary of Associated British Foods, and the plant
made nondairy cheese products. The company is leaving the market due to the weak economy.
Bongards Creameries. Bongards bought the 114,000-square-foot facility that was
previously owned by ACH food companies. Bongards is a Minnesota-based, 102-year-old
company that manufactures natural and process cheeses and whey proteins. Production began in
the summer of 2010 with about 90 employees.
Kellwood Company. In the summer of 2009 the Kellwood Company shut down its
warehouse in Trenton, ending 249 jobs. The warehouse was operated by the St. Louis-based
Kellwood for eleven years and held the clothing that the company manufactured. The closing
was due to the weak economy.
Milan Army Ammunition Plant or the Milan Arsenal. In 2012 the facility at Milan
Arsenal eliminated 500 lost jobs which resulted in an estimated $30 million loss to the local
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economy in Milan. As of March of 2013 the employment was down to 110. The Arsenal is
located on over 22,350 acres with 1,450 building and 873 igloos. It was established in 1941.
The Arsenal function is to serve the United Stated Army with conventional ammunition
produced and stored.
Source: The Jackson Sun.
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APPENDIX C

GENERAL PURPOSE FINANCIAL STATEMENTS

MILAN SPECIAL SCHOOL DISTRICT
(GIBSON COUNTY, TENNESSEE)
COMPREHENSIVE ANNUAL FINANCIAL REPORT
FOR THE FISCAL YEAR ENDED
JUNE 30, 2014

The General Purpose Financial
Statements are extracted from the
Financial Statements with Report of
Certified Public Accountants of
Milan Special School District for the
fiscal year ended June 30, 2014 which
is available upon request from the
District.
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Independent Auditor's Report
Board of Education
Milan Special School District
Milan, Tennessee
Report on the Financial Statements
We have audited the accompanying financial statements of the governmental activities, each major
fund, and the aggregate remaining fund information of Milan Special School District, (the District) as of
and for the year ended June 30, 2014, and the related notes to the financial statements, which
collectively comprise the District'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, each major fund, and the aggregate
remaining fund information of the Milan Special School District, as of June 30, 2014, and the respective
changes in financial position thereof and the respective budgetary comparison for the general fund for
the year then ended in accordance with accounting principles generally accepted in the United States
of America.
Other Matters
Required Supplementary In formation
Accounting principles generally accepted in the United States of America require that the
management's discussion and analysis on pages 5 through 12 and the required supplementary
information on pages 51 and 52 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 In formation
Our audit was conducted for the purpose of forming opinions on the financial statements that
collectively comprise the Milan Special School District's basic financial statements. The introductory
section and supplementary and other information section including the schedule of expenditures of
federal awards as required by Office of Management and Budget Circular A-i 33, Audits of States,
Local Governments, and Non-Profit Organizations are presented for purposes of additional analysis
and are not a required part of the basic financial statements.
The supplementary and other information section is the responsibility of management and was derived
from and relates directly to the underlying accounting and other records used to prepare the basic
financial statements. Such information has been subjected to the auditing procedures applied in the
audit of the basic financial statements and certain additional procedures, including comparing and
reconciling such information directly to the underlying accounting and other records used to prepare the
basic financial statements or to the basic financial statements themselves, and other additional
procedures in accordance with auditing standards generally accepted in the United States of America.
In our opinion, the supplementary and other information section is fairly stated in all material respects in
relation to the basic financial statements as a whole.
The introductory section 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.
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Other Reporting Required by Government Auditing Standards
In accordance with Government Auditing Standards, we have also issued our report dated November
14, 2014, on our consideration of the Milan Special School District's internal control 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 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 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
Milan Special School District's internal control over financial reporting and compliance.

cu. c
Jackson, Tennessee
November 14, 2014

Management's Discussion and Analysis
As management of the Milan Special School District (the District), we offer readers of the financial
statements for the District this narrative overview and analysis of the financial activities for the year
ended June 30, 2014. We encourage readers to consider the information here in conjunction with the
Independent Auditor's Report and the District's financial statements. Professional standards require the
inclusion of certain comparative information in the Management's Discussion and Analysis (MD&A).
Comparative analyses of key elements of total governmental funds have been provided.
Financial Highlights
•

The assets of the District exceeded its liabilities at June 30, 2014 by $5,022,936. Of this amount,
$(315,228) is unrestricted and may be used to meet the District's ongoing obligations to citizens
and creditors.

•

As of the close of the current fiscal year, the District's governmental funds reported combined
ending fund balance of $2,512,502.

•

At the end of the current fiscal year, unassigned fund balance for the general purpose fund was
$1,415,929, or 9% percent of total general purpose fund expenditures.

•

The District's total bonded debt decreased by $830,000.

Overview of the Financial Statements
This management discussion and analysis is intended to serve as an introduction to the District's basic
financial statements. The District's basic financial statements comprise three components: 1) districtwide financial statements, 2) fund financial statements, and 3) notes to the financial statements. This
report also contains required supplementary information and supplementary and other information in
addition to the basic financial statements themselves.
The district-wide financial statements are designed to
District-wide financial statement
provide readers with a broad overview of the District's finances, in a manner similar to a privatesector business.
The statement of net position presents all the assets, liabilities and deferred inflows/outflows of
resources for the District, with differences reported as net position. Over time, increases or
decreases in net position may serve as a useful indicator of whether the financial position of the
District is improving or deteriorating.
The statement of activities presents information showing how the government's net position
changed during the most recent fiscal year. All changes in net position are reported as soon as
the underlying event giving rise to the change occurs, regardless of the timing of related cash
flows. Thus, revenues and expenses are reported in this statement for some items that will only
result in cash flows in future fiscal periods (e.g., uncollected taxes and earned but unused
vacation leave).
Please refer to the Table of Contents to locate the district-wide financial statements.
Both of the district-wide financial statements distinguish functions of the District that are
principally supported by taxes and intergovernmental revenues (governmental activities) from
other functions that are intended to recover all or a significant portion of their costs. The
District's governmental activities include general administration, finance and education. The
District has no business-type activities to report.
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Please refer to the Table of Contents to locate the other information.
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
District, 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 District
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 district-wide financial statements. However,
unlike the district-wide financial statements, governmental fund financial statements focus on
near-term in flows and outflows of spendable resources, as well as on balances of spendable
resources available at the end of the fiscal year. Such information may be useful in evaluating a
government's near-term financial requirements.
Because the focus of governmental funds is narrower than that of the district-wide financial
statements, it is useful to compare the information presented for governmental funds with similar
information presented for governmental activities in the district-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 District maintains four 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 purpose fund and the non-major
funds, of which the general purpose fund is considered to be a major fund and the federal
projects, the cafeteria, and the capital projects funds are considered to be non-major funds.
The District adopts an annual appropriated budget for its general purpose and cafeteria funds.
The District adopts a federal projects program and the budget for the federal projects fund is
determined by the grantor of each grant. A budgetary comparison statement has been provided
in the basic financial statements for the general purpose fund to demonstrate compliance with
this budget. Also, budgetary comparison statements have been provided for each non-major
fund in the supplementary and other section with the exception of the education capital projects
fund. No annual budget is adopted for the education capital projects fund; therefore, no
budgetary comparative statement has been provided. All funds expenditures were under budget
with the exception of the cafeteria fund as noted on page 60 of the financials. The total
expenditures exceeded the budget by $3,595.
Please refer to the Table of Contents to locate the basic financial statements, the fund financial
statements, and the supplementary and other information.
Notes to the financial statements The notes provide additional information that is essential
to a full understanding of the data provided in the district-wide and fund financial statements.
Please refer to the Table of Contents to locate the notes to the financial statements.
Other information In addition to the basic financial statements and accompanying notes, this
report also presents certain required supplementary information. This required supplementary
information has been presented in the required supplementary information section of this report.
The non-major funds statements of revenues, expenditures, and changes in fund balances are
presented as supplementary and other information.
Please refer to the Table of Contents to locate the notes to the financial statements.

District-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 District, assets exceeded liabilities by $5,022,936 at the close of the fiscal
year ended June 30, 2014.
A large portion of the District's net position reflects its investment in capital assets (e.g., land, buildings,
and equipment); less any related debt used to acquire those assets that is still outstanding. Milan
Special School District uses these capital assets to provide services to citizens; consequently, these
assets are not available for future spending. Although Milan Special School District's investment in its
capital assets is reported net of related debt, it should be noted that the resources needed to repay this
debt must be provided from other sources, since the capital assets themselves cannot be used to
liquidate these liabilities.
The District's Net Position
June 30, 2014 June 30, 2013
Assets:
Current and other
Capital assets - net of accumulated depreciation
Total assets

$ 6,428,497 $ 6,832,823
14,139,431
14,257,883
20,567,928

21,090,706

11,569,449

12,094,887

732,141

744,985

12,301,590

12,839,872

3,243,402

3,226,088

5,179,887

4,467,384

158,277

163,550

(315,228)

393,812

Liabilities:
Long-term liabilities
Other liabilities
Total liabilities
Deferred inflows of resources:
Unavailable re,enue
Net Potion:
Net investment in capital asset
Restricted
Unrestricted

$ 5,022,936 $ 5,024,746

Total net position

The above provides a summary of the District's net position for 2014 and 2013.
An additional portion of the District's net position, $158,277, or 3%, represents resources that are
subject to external restrictions on how they may be used or their use is narrower than the purpose of
the fund in which they are reported. The remaining balance of unrestricted net position $(31 5,228), may
be used to meet the government's ongoing obligations to citizens and creditors.
The District's total net position decreased by $1,810 during the year ended June 30, 2014.
The following summary shows the changes in net position for fiscal years ended June 30, 2014 and
2013:
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The District's Changes in Net Position
June 30, 2014 June 30, 2013
Revenues:
Program renues
Charges for senAces
Operating grants and contributions
General reenues
Property taxes
Sales taxes
Mixed drink tax
Grants and contributions not restricted to certain programs
Interest
Other miscellaneous revenues
Total reenues
Expenses:
Instruction
Support services
Non-instructional services
Total expenses

$

233,992 $
3,490,413

265,938
3,212,345

3,352,060
1,293,353
282

3,365,595
1,239,666

10,602,356
2,006
14,317
18,988,779

282
10,492,014
2,140
25,302
18,603,282

$ 9,695,189 $ 10,012,168
6,828,841
6,304,213
2,325,161
18,849,191

2,374,037
18,690,418

139,588

(87,136)

Net position, beginning

5,024,746

5,111,882

Prior period adju ment
Net assets beginning - restated
Net position, ending

(141,398)
4,883,348
5,022,936

5,024,746

Change in net potion

Governmental activities Governmental activities increased the District's net position by $139,588.
Total governmental activities' revenue for the fiscal year ended June 30, 2014 was $18,988,779 and
$18,603,282 for the year ended June 30, 2013. The largest single revenue source was grants and
contributions not restricted for certain programs (including Basic Education Program funds).

Expense and Program Revenues - Governmental Activities
Certain revenues are generated that are specific to governmental program activities. See the Districtwide Statement of Activities on pages 14 and 15.

Revenue by Source - Governmental Funds
Total governmental revenues allocated by each revenue type are as follows:

June 30, 2014

June 30, 2013

Revenues:

Program reenues
Charges for serAces
Operating grants and contributions
General re nues
Property taxes
Sales taxes
Mixed drink tax
Grants and contributions not
restricted to certain programs
Interest
Other miscellaneous reenues
Total re nues

Amount
$

233,992

Percent

Amount

Percent

1%

1%
17%

3,490,413

18%

$ 265,938
3,212,345

3,352,060

18%

3,365,595

18%

1,293,353

70/
I 10

1,239,666

7%

282

0%

282 0%

10,602,356 56% 10,492,014 56%
2,006 0%

2,140 0%

14,317 0%

25,302 0%

$18,988,779 100% $18,603,282 100%

Financial Analysis of the Government's Funds
As noted earlier, the District uses fund accounting to ensure and demonstrate compliance with financerelated legal requirements.
Governmental funds. The focus of the District's governmental funds is to provide information on nearterm inflows, outflows, and balances of spendable resources. Such information is useful in assessing
the District's financing requirements. In particular, unassigned fund balance may serve as a useful
measure of a government's net resources available for discretionary use as they represent the portion
of fund balance which has not yet been limited to use for a particular purpose by either an external
party, the District itself, or a group or individual that has been delegated authority to assign resources
for use for particular purposes by the District's Board.
At June 30, 2014, the District's governmental funds reported combined fund balances of $2,512,502, a
decrease of ($208,527) in comparison with the prior year. Approximately 56% of this amount
$1,415,929 constitutes unassigned fund balance, which is available for spending at the District's
discretion. The remainder of the fund balance is either nonspendabie, restricted, committed, or
assigned to indicate that it is 1) not in spendable form $50,114, 2) legally required to be
maintained intact $0, 3) restricted for particular purposes $108,163, 4) committed for particular
purposes $0, or 5) assigned for particular purposes $938,296.
The general purpose fund is the chief operating fund of the District. At the end of the current fiscal year,
unassigned fund balance was $1 ,41 5,929.
As a measure of the general purpose fund's liquidity, it may be useful to compare both unassigned fund
balance and total fund balance to total fund expenditures. Unassigned fund balance represents 56% of
the total general purpose fund expenditures, while total fund balances represents 14% of that same
amount.
The District's general purpose fund balance decreased by $262,648 during the current fiscal year. As of
June 30, 2013, the District assigned $1,000,000 for improvements to be made with in the School
District. The District spent $370,970 of these assigned funds in 2014. This unusual spending
contributed to the net loss in the General Fund. The District actual expenditures were under the
budgeted amount by $1,004,689.
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General Purpose Fund Budgetary Highlights
Differences between the original budgets and the final amended budgets for the years ended June 30,
2014 and 2013 are briefly summarized as follows:
June 30, 2014
General Purpose Fund
Revenues
Taxes
Intergovernmental
Miscellaneous
Total revenues
Expenditures
Instruction
Support services
Non-instructional services
Total expenditures

Original

Final

June 30, 2013
Difference

Original

Final

Difference

$4,473,045 $ 4,473,045 $
11,304,146 11,470,576

- $4,333,045 $4,333,045 $
166,430 11,195,460 11,230,460 35,000

16,000
15,793,191

11,635
15,500
15,500
178,065 15,544,005 15,579,005

27,635
15,971,256

35,000

8,752,744 8,582,726 (170,018) 8,831,375 8,652,796 (178,579)
5,531,523
6,077,706
546,183
5,357,258
5,540,837
183,579
2,782,159
1,747,784
1,757,159
1,025,000
1,777,784
30,000
16,041,426

17,442,591

1,401,165 15,936,417 15,971,417

35,000

Excess (deficiency) of revenues
and other sources (uses) over
(under) expenditures

(248,235) (1,471,335) (1,223,100)

Other financing sources (uses)
Net changes in fund balances

-

-

(392,412)

(392,412)

-

10,000

10,000

-

-

$ (248,235) $(1,471,335) $(1,223,100) $ (382,412) $ (382,412) $

-

For the year ended June 30, 2014 and 2013, the increase in the budgeted revenues was mainly due to
an increase in State education funds. During the year, revenues were more in the general purpose fund
than budgetary estimates. The increases in budgeted expenditures were the result of increased payroll
and related expenditures, increased utilities, increased capital outlay.
Capital Asset and Debt Administration
Capital Assets The District's investment in capital assets for its governmental funds as of June 30,
2014 and 2013, amounts to $5,179,887 and $4,467,384 (net of accumulated depreciation and related
debt), respectively. This investment in capital assets includes land, buildings and improvements, and
other capital assets (including equipment).
June 30, 2014
July 1, 2013
Additions
Reductions June 30, 2014
Capital assets not being depreciated:
Land
Work in progress
Capital assets being depreciated:
Buildings and improvements
Other capital assets

$ 854,415 $
24,194 -

295,775 -

- $ 854,415
319,969

878,609

295,775

:

1,174,384

21,402,616

24,195

-

1,977,793

215,029

:

21,426,811
2,192,822

23,380,409

239,224

-

23,619,633
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June 30, 2014
July 1, 2013

Additions

Reductions June 30, 2014

Accumulated depreciation:
Buildings and impro\ ments
Other capital assets

Capital assets being depreciated, net

8,529,470
1,471,665

586,641
66,810

-

9,116,111
1,538,475

10,001,135

653,451

-

10,654,586

13,379,274

(414,227)

- 12,965,047

14,257,883

(118,452)

-

Capital assets, net of accumulated
depreciation
Long-term debt related to capital assets

(9,780,000)

-

14,139,431

(830,000)

(8,950,000)

(118,452)

(830,000)

5,189,431

-

(955)

(9,544)

Capital assets net of accumulated
depreciation and related debt
Bond premium
Net investment in capital asset

4,477,883
(10,499)

$ 4,467,384 $ (118,452) $ (830,955) $ 5,179,887
June 30, 2013
July 1, 2012

Additions

Reductions June 30, 2013

Capital assets not being depreciated:
Land

$ 854,415 $

- $
24,194

- $ 854,415
24,194

854,415

24,194

-

878,609

Buildings and impro ments

21,402,616

-

-

21,402,616

Other capital assets

1,885,200
92,593
23,287,816 92,593

Work in progress

-

Capital assets being depreciated:
1,977,793
- 23,380,409

Accumulated depreciation:
Buildings and improvements

7,944,039

Other capital assets

Capital assets being depreciated, net

585,431

-

8,529,470

1,389,094

82,571

-

1,471,665

9,333,133

668,002

-

10,001,135

13,954,683 (575,409)

- 13,379,274

14,809,098

-

Capital assets, net of accumulated
depreciation
Long-term debt related to capital assets

(10,575,000)

(551,215)

14,257,883

-

(795,000)

(9,780,000)

(551,215)

(795,000)

4,477,883

-

(954)

Capital assets net of accumulated
depreciation and related debt
Bond premium
Net inestment in capital asset

4,234,098
(11,453)

(10,499)

$ 4,222,645 $ (551,215) $ (795,954) $ 4,467,384
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Long-term debt. As of June 30, 2014, the District had total bonded debt outstanding of $8,950,000.
As of June 30, 2013, the District had total bonded debt outstanding of $9,780,000. All debt is backed
by the full faith and credit of the government.
In addition to the previous information, the District's obligations include compensated absences and
other post employment benefits.
June 30, 2014 June 30, 2013
$ 8,950,000 $ 9,780,000
9,544
10,499
2,170,908
2,463,452
133,480
146,453
$ 11,569,449 $ 12,094,887

Bonds
Bond premium
OPEB liability
Compensated absences

Additional information regarding the long-term debt of the District can be found in the Notes to the
Financial Statements in Note 4F beginning on page 44.
The District maintains an "Aaa" rating by Moody's Investors Service, Inc. (Moody's) for general
obligation debt.
Economic Factors and Next Year's Budget and Rates
The unemployment rate for Gibson County is currently 10.8%. The State's average unemployment rate
is currently 7.4%. The national average unemployment rate is currently 6.1%. All of the rates are from
labor statistics released in August 2014.
All of these factors were considered in preparing the District's budget for the 2014-2015 fiscal year.
The District's unassigned fund balance in the general purpose fund was $786,898, for the fiscal year
ending June 30, 2014. There is $5,518 of restricted for the general purpose fund. Of this amount,
$5,518 has been appropriated for spending in the 2014-2015 fiscal year. It is intended that this use of
available fund balance will avoid the need to raise taxes during the 2014-2015 fiscal year.
Request for Information
This financial report is designed to provide a general overview of the District'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 Milan Special School
District, 1165 South Main Street, Milan, TN 38358.
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BASIC FINANCIAL STATEMENTS

MILAN SPECIAL SCHOOL DISTRICT
DISTRICT-WIDE STATEMENT OF NET POSITION
June 30, 2014

Assets:
Cash and cash equivalents
Accounts receivable
Taxes receivable
Due from other governmental agencies - nongrant
Due from other governmental agencies - grants
Inventory
Capital assets, not being depreciated:
Land
Work in progress
Capital assets, net of accumulated depreciation:
Buildings and improvements
Other capital assets
Total assets

$

854,415
319,969
12,310,700
654,347
20,567,928

Liabilities:
Accounts payable
Other accrued expenses
Unearned revenue - local grants and fees
Long-term liabilities:
Due within one year:
Due in more than one year
Total liabilities

225,024
491,782
15,335
700,000
10,869,449
12,301,590

Deferred inflows of resources:
Unavailable revenue - property taxes
Net position:
Net investment in capital assets
Restricted for:
Instruction
Food service
Food service - inventory
Unrestricted
Total net position

The accompanying notes are an integral part of the financial statements.
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2,484,453
9,738
3,243,402
247,451
393,339
50,114

3,243,402

5,179,887

$

5,518
102,645
50,114
(315,228)
5,022,936

MILAN SPECIAL SCHOOL DISTRICT
DISTRICT-WIDE STATEMENT OF ACTIVITIES
For The Fiscal Year Then Ended June 30, 2014
Program Revenues

Expenses

Functions/Programs
Governmental activities:
Instruction:
Regular education
Alternate education
Special education
Vocational education
Adult education
Support services:
Attendance
Health services
Other student support
Regular education
Alternative instruction
Special education
Vocational education
Board of Education
Office of the Director
Office of the Principal
Fiscal services
Human services/personnel
Operation and maintenance
of plant
Student transportation
Non-instructional services:
Food service
Community services
Early Childhood Education
Capital outlay
Debt service

$

Charges for
Services

7,478,850 $
221,249
1,470,793
519,697
4,600
102,391
168,637
744,959
1,321,753
18,292
191,505
48,448
365,920
231,970
1,137,110
174,558
97,539

Operating
Capital
Grants and
Grants and
Contributions Contributions

820,450 $
1,082
460,485
18,796
216

(6,658,400)
(220,167)
(1,010,308)
(500,901)
(4,384)
(102,391)
(168,637)
(548,562)
(910,451)
(18,292)
(119,140)
(37,906)
(358,395)
(230,888)
(1,132,781)
(174,558)
(97,539)

196,397
411,302
72,365
10,542
7,525
1,082
4,329

1,751,898
473,861
1,197,637
233,667
947,022
325
16,458
509,546
509,546
242,373
12,816
375,605
$ 18,849,191 $ 233,992 $ 3,490,413 $

The accompanying notes are an integral part of the financial statements.
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Net (Expense)
Revenue and
Changes in
Net Position

I
- $

(1,751,898)
(473,861)
(16,948)
16,783
(229,557)
(375,605)
(15,124,786)

MILAN SPECIAL SCHOOL DISTRICT
DISTRICT-WIDE STATEMENT OF ACTIVITIES
For the Fiscal Year Then Ended June 30,2014

Program Revenues

Functions/Programs

Expenses

Charges for
Services

Net (Expense)
Revenue and
Changes in
Net Position

Operating
Capital
Grants and
Grants and
Contributions Contributions

General revenues:
Property taxes
Sales taxes
Mixed drink tax
Grants and contributions not restricted to certain programs
Basic Education Program
City appropriation
Other
Interest
Other miscellaneous revenues
Total general revenues

$

10,363,000
238,306
1,050
2,006
14,317
15,264,374

Change in net position

139,588

Net position, beginning

5,024,746
(141,398)

Prior period adjustment

4,883,348

Net assets, beginning - restated
Net position, ending

The accompanying notes are an integral part of the financial statements.
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3,352,060
1,293,353
282

$

5,022,936

FUND FINANCIAL STATEMENTS

MILAN SPECIAL SCHOOL DISTRICT
GOVERNMENTAL FUNDS
BALANCE SHEET
June 30, 2014

Assets:
Cash and cash equivalents
Accounts Receivable
Taxes receivable
Due from other
governments - non grants
Due from other
governments - grants
Due from other funds
Inventory
Total assets

Other
Governmental
Funds

General

$ 2,386,720 $
8,108
3,243,402

Total
Governmental
Funds

97,733 $ 2,484,453
1,630
9,738
3,243,402

247,451

-

247,451

229,160
141,622
$ 6,256,463 $

164,179
50,114
313,656

393,339
141,622
50,114
$ 6,570,119

Liabilities, Deferred Inf lows of Resources and Fund Balances:
Liabilities:
224,814 $
Accounts payable
$
415,776
Accrued expenses
Due to other funds
15,335
Unearned revenue - local grants and fees
655,925
Total liabilities

210
141,622
141,832

$

Deferred inflows of resources:
Unavailable revenue - grants
Unavailable revenue - property taxes
Total deferred inflows of resouces

225,024
415,776
141,622
15,335
797,757

16,458
3,243,402
3,259,860

-

16,458
3,243,402
3,259,860

-

50,114

50,114

Fund balances:
Nonspendable
Inventory
Restricted
Instruction
Operation of non-instructional services
Assigned
Construction
Other purposes
Unassigned
Total fund balances

5,518
-

102,645

5,518
102,645

629,030
290,201
1,415,929
2,340,678

19,065
171,824

648,095
290,201
1,415,929
2,512,502

Total liabilities, deferred inflows of
resources and fund balances

$ 6,256,463

313,656

$ 6,570,119

$

The accompanying notes are an integral part of the financial statements.
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MILAN SPECIAL SCHOOL DISTRICT
RECONCILIATION OF TOTAL GOVERNMENTAL FUND BALANCES TO
NET POSITION OF GOVERNMENTAL ACTIVITIES
June 30, 2014

Amounts reported for the governmental activities in the statement of net position (Page 13) are
different because:
Fund balance - total governmental funds (Page 16)

$

Capital assets used in governmental funds are not financial resources and, therefore,
are not reported as assets in governmental funds.

14,139,431

Receivables not available to pay for current expenditures and, therefore, are
unavailable in funds.

16,458

Some payables are not due and payable in the current period and, therefore, are
not reported in the funds:
Accrued interest

(76,006)

Long-term liabilities are not due in the current period and therefore are not
reported in the funds:
Bonds payable, notes payable, and leases payable
OPEB
Accrued leave
Bond premium
Net position of governmental activities (Page 13)

The accompanying notes are an integral part of the financial statements.
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2,512,502

(8,950,000)
(2,463,452)
(146,453)
(9,544)
$

5,022,936

MILAN SPECIAL SCHOOL DISTRICT
GOVERNMENTAL FUNDS
STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCES
For The Fiscal Year Then Ended June 30,2014

Revenues:
Taxes
Intergovernmental
Meal sales
Interest earnings
Other local revenues
Miscellaneous
Total revenues
Expenditures:
Instruction
Support services
Food service
Non-instructional services
Total expenditures
Net change in fund balance
Fund balance - beginning

General

Other
Total
Governmental Governmental
Funds
Funds

$ 4,645,413 $
11,515,487
1,917
93,952
12,437
16,269,206

8,539,720
5,848,006
2,144,128
16,531,854
(262,648)
2,603,326

Increase (decrease) in inventory
Fund balance - ending

$ 2,340,678 $

2,548,270
233,667
2,538
21
2,784,496

$

861,628
681,787
1,187,995
2,731,410

4,645,413
14,063,757
233,667
4,455
93,973
12,437
19,053,702

9,401,348
6,529,793
1,187,995
2,144,128
19,263,264

53,086

(209,562)

117,703

2,721,029

1,035

1,035

171,824

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

2,512,502

MILAN SPECIAL SCHOOL DISTRICT
RECONCILIATION OF THE STATEMENT OF REVENUES, EXPENDITURES
AND CHANGES IN FUND BALANCES OF GOVERNMENTAL FUNDS
TO THE STATEMENT OF ACTIVITIES
For The Fiscal Year Then Ended June 30, 2014

Amounts reported for the governmental activities in the statement of activities (Pages 14 and 15) are
different because:
Net change in fund balance - total governmental funds (Page 18)

$

Capital outlays are reported in the governmental funds as expenditures. However,
in the statement of activities, the cost of those assets is allocated over their estimated
useful lives as depreciation expense:
Capital outlays and disposal of assets
Depreciation

(209,562)

534,999
(653,451)

The change in accrued leave is an expenditure in the governmental funds, but the
change reduces or increases the liability on the statement of activities.

(12,973)

The change in OPEB is an expenditure in the governmental funds, but the
change reduces or increases the liability on the statement of activities.

(292,544)

The repayment of the principal of long-term debt consumes the current
financial resources of governmental funds; however, these repayments
have no effect on net assets.

830,000

Interest is reported as an expenditure when due in the governmental funds, but is
accrued on outstanding debt on the statement of activities.

6,054

The change in inventory is an expenditure in the governmental funds, but the
change reduces or increases the net position on the statement of activities.

1,035

Revenues in the statement of activities that do not provide current financial resources
are not reported as current reveneus in the funds.

(64,925)

Governmental funds report the effect of issuance costs, premiums,
discounts, and similar items when debt is first issued, whereas these
amounts are deferred and amortized in the statement of activities. The
amount is the net effect of these differences in the treatment.
Change in net position of governmental activities (Page 15)

The accompanying notes are an integral part of the financial statements.
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955
$

139,588

MILAN SPECIAL SCHOOL DISTRICT
GENERAL PURPOSE FUND
STATEMENT OF REVENUES, EXPENDITURES AND
CHANGES IN FUND BALANCES - BUDGET AND ACTUAL
For The Fiscal Year Then Ended June 30, 2014

Revenues:
Taxes:
Local option sales tax
Interstate telecommunications tax

City/Special School District:
Current property tax
Prior year's property tax
Interest and penalty
Payment in lieu of taxes

Total taxes
Intergovernmental:
Licenses and Permits:
Marriage licenses
City General Fund:
Budget and appropriations
State revenues:
State education funds:
Basic Education Program
Early Childhood Education
Energy Efficient School Initative
Driver education
Other state education funds
Career Ladder
Career Ladder - Extended Contract
Special education

Other State revenues:
Mixed drink tax
Total State revenues
Total intergovernmental

Original
Budget

Final
Budget

Actual

VarianceOver
(Under)

$ 1,172,000 $ 1,172,000 $ 1,292,185 $ 120,185
2,000
2,000
1,168
(832)
1,174,000
1,174,000
1,293,353
119,353

3,057,000
125,000
19,000
98,045
3,299,045

3,057,000
125,000
19,000
98,045
3,299,045

3,088,318
133,956
17,740
112,046
3,352,060

4,473,045

4,473,045

4,645,413

900

900

785

238,306

238,306

238,306

10,348,000
509,545
3,000
98,700
81,220
24,375
11,064,840

10,347,000
509,545
10,000
3,000
256,130
81,220
24,375
11,231,270

10,363,000
509,546
7,525
9,640
271,567
76,941
25,645
12,250
11,276,114

100

100

282

182

11,064,940

11,231,370

11,276,396

45,026

11,304,146

11,470,576

11,515,487

44,911

The accompanying notes are an integral part of the financial statements.
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31,318
8,956
(1,260)
14,001
53,015
172,368

(115)

-

16,000
1
(2,475)
6,640
15,437
(4,279)
1,270
12,250
44,844

MILAN SPECIAL SCHOOL DISTRICT
GENERAL PURPOSE FUND
STATEMENT OF REVENUES, EXPENDITURES AND
CHANGES IN FUND BALANCE - BUDGET AND ACTUAL
For The Fiscal Year Then Ended June 30, 2014

Original
Budget
Other local revenues:
Interest earned
Lease/rentals
Miscellaneous revenues
Contributions
Other local revenues

Total miscellaneous
Total revenues
Expenditures:
Instruction:
Regular instruction program:
Teachers
Career Ladder Program
Career Ladder - Extended Contract
Homebound teachers
Aides
Other Salaries and wages
Substitute teachers
Non-certified substitute teachers
Social Security
State retirement
Medical insurance
Medicare
Licenses
Tuition
Other contracted services
Instructional supplies/materials
Textbooks
Other supplies and materials
Other charges
Equipment

5,000 $
500

$

Final
Budget
5,000 $
500

Actual
1,917 $
325

VarianceOver
(Under)
(3,083)
(175)
1,763

500
5,000
5,000
16,000

500
5,000
16,635
27,635

2,263
1,050
8,799
14,354

(3,950)
(7,836)
(13,281)

16,000

27,635

14,354

(13,281)

15,793,191

15,971,256

16,175,254

203,998

4,782,678
42,600
15,680
3,100
124,548
70,892
20,000
65,000
323,114
439,875
603,269
75,415

4,614,113
48,100
19,763
3,100
121,848
165,576
20,000
56,300
289,088
426,316
482,913
67,951
12,000
4,100
40,000
128,522
44,900
500
4,500
266,786
6,816,376

4,579,028
48,100
19,763
1,888
91,725
163,567
19,907
54,220
279,871
423,473
484,439
66,060

(35,085)

34,500
135,000
125,000
3,500
100,000
6,964,171

3,306
39,995
127,813
23,721
353
2,967
272,933
6,703,129

The accompanying notes are an integral part of the financial statements.
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(1,212)
(30,123)
(2,009)
(93)
(2,080)
(9,217)
(2,843)
1,526
(1,891)
(12,000)
(794)
(5)
(709)
(21,179)
(147)
(1,533)
6,147
(113,247)

MILAN SPECIAL SCHOOL DISTRICT
GENERAL PURPOSE FUND
STATEMENT OF REVENUES, EXPENDITURES AND
CHANGES IN FUND BALANCE - BUDGET AND ACTUAL
For The Fiscal Year Then Ended June 30, 2014

Original
Budget
Alternate instruction program:
Teachers
Career Ladder
Educational assistants
Other salaries and wages
Certified substitute teachers
Non-certified substitute teachers
Social Security
State retirement
Medical insurance
Medicare
Instructional supplies/materials
Inservice/staff development

Special education program:
Teachers
Career Ladder
Homebound teachers
Aides
Speech pathologist
Substitute teachers
Non-certified substitute teachers
Social Security
State retirement
Medical insurance
Medicare
Contracts with other school systems
Instructional supplies/materials

Vocational education program:
Teachers
Career Ladder
Aides
Substitute teachers
Non-certified substitute teachers
Social Security

$ 143,100 $
1,000
33,000

Final
Budget

Actual

VarianceOver
(Under)

130,450 $
1,000
31,000
18,350
120
1,555
9,244
10,309
21,997
2,118
425

127,857 $
1,000
29,353
18,350
1,048
8,085
10,068
21,278
2,279
385

(120)
(507)
(1,159)
(241)
(719)
161
(40)

226,568

219,703

(6,865)

667,681
8,000
3,500
46,436
62,938
4,000
15,000
50,068
64,165
76,351
11,710
16,885
400
1,027,134

668,381
6,000
3,500
45,236
62,838
3,700
11,400
45,368
66,965
79,652
11,109
16,885
3,100
1,024,134

668,242
6,000
2,013
45,201
61,394
1,830
11,105
44,084
66,767
79,968
10,309
16,885
3,003
1,016,801

(139)

348,000
2,000
24,315
4,000
7,000
24,277

360,867
1,800

360,234
1,800

(633)

2,800
5,300
21,380

1,890
4,205
19,638

(910)
(1,095)
(1,742)

2,000
9,244
10,309
13,297
2,118
1,500
2,000
217,568

The accompanying notes are an integral part of the financial statements.
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(2,593)
(1,647)

(1,487)
(35)
(1,444)
(1,870)
(295)
(1,284)
(198)
316
(800)
(97)
(7,333)

MILAN SPECIAL SCHOOL DISTRICT
GENERAL PURPOSE FUND
STATEMENT OF REVENUES, EXPENDITURES AND
CHANGES IN FUND BALANCE - BUDGET AND ACTUAL
For The Fiscal Year Then Ended June 30, 2014

Original
Budget
State retirement
Medical insurance
Medicare
Laundry service
Licenses
Maintenance and repair
Instructional supplies
Other supplies and materials
Other charges
Furniture, fixtures and equipment

Adult education program:
Other contracted services
Total instruction
Support Services:
Attendance:
Director
Career Ladder
Social workers
Other salaries and wages
Social Security
State retirement
Medical insurance
Medicare
Licenses
Printing and postage
Maintenance and repair - equipment
Travel
Other supplies and materials
In-service/staff development
Other charges
Equipment

$

32,200
31,000
5,679

1,000
25,400
5,000
30,000
539,871

Final
Budget
$

30,177 $
31,595
5,329
400
750
1,000
25,400
500
2,450
21,300
511,048

VarianceOver
(Under)

Actual
29,405
31,255
5,041
286
750
275
25,369
99
21,288
501,535

$

(772)
(340)
(288)
(114)
(725)
(31)
(401)
(2,450)
(12)
(9,513)

4,000

4,600

4,600

8,752,744

8,582,726

8,445,768

(136,958)

70,700
1,000
43,094
44,300
9,900
14,150
20,602
2,400

14,700
200
43,094
17,700
6,360
9,080
15,150
1,565
5,450
300
200
1,000
550
3,000
700
4,000
123,049

14,347
200
43,094
15,606
2,729
5,119
9,889
863
5,426
51

(353)

200
1,000
6,000
3,000
1,000
2,000
219,346

717
401
1,186
564
2,199
102,391

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

(2,094)
(3,631)
(3,961)
(5,261)
(702)
(24)
(249)
(200)
(283)
(149)
(1,814)
(136)
(1,801)
(20,658)

MILAN SPECIAL SCHOOL DISTRICT
GENERAL PURPOSE FUND
STATEMENT OF REVENUES, EXPENDITURES AND
CHANGES IN FUND BALANCE - BUDGET AND ACTUAL
For The Fiscal Year Then Ended June 30, 2014

Original
Budget
Health Services:
Supervisor/director
Medical personnel
Other salaries and wages
Social Security
State retirement
Medical insurance
Medicare
Postage
Printing, stationery and forms
Travel
Other contracted services
Drugs and medical supplies
Other supplies/materials
In-service/staff development
Other charges
Health equipment

Other student support:
Supervisor/director
Career Ladder
Guidance personnel
Salary supplements
Social Security
State retirement
Medical insurance
Medicare
Evaluation/testing
Printing, stationery and forms
Travel
Other contracted services
Instructional supplies/materials
Other supplies and materials
In-service/staff development
Other charges

$

44,077
64,148
18,260
7,377
8,828
19,466
1,930
200
200
3,700
300
1,500
1,500
1,100
1,000
750
174,336

3,800
334,210
16,755
23,998
26,397
4,950
28,000
500
1,000
3,500
1,500
444,610

Final
Budget
$

VarianceOver
(Under)

Actual

44,077 $
64,148
19,060
7,877
8,828
21,366
1,930
200
200
3,700
3,240
1,500
1,500
1,700
1,000
750
181,076

44,077
60,468
18,604
6,743
5,678
19,537
1,577
194
184
3,768
2,856
1,230
1,757
1,036
198
730
168,637

42,775
5,000
384,210
2,500
22,310
33,698
29,086
6,525
23,000
500
1,100
3,500
3,899
1,000
6,332
4,000
569,435

42,693
5,000
380,644
2,500
19,914
30,785
26,483
5,867
24,994
313
786
1,800
3,858
383
5,458
2,495
553,973

The accompanying notes are an integral part of the financial statements.
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$
(3,680)
(456)
(1,134)
(3,150)
(1,829)
(353)
(6)
(16)
68
(384)
(270)
257
(664)
(802)
(20)
(12,439)

(82)
(3,566)
(2,396)
(2,913)
(2,603)
(658)
1,994
(187)
(314)
(1,700)
(41)
(617)
(874)
(1,505)
(15,462)

MILAN SPECIAL SCHOOL DISTRICT
GENERAL PURPOSE FUND
STATEMENT OF REVENUES, EXPENDITURES AND
CHANGES IN FUND BALANCE - BUDGET AND ACTUAL
For The Fiscal Year Then Ended June 30, 2014

Original
Budget
Regular education program:
Director
Career Ladder
Career Ladder - Extended Contract
Librarian(s)
Instructional computer personnel
Salary supplements
Clerical personnel
Aides
Bonus payment
Other salaries and wages
Social Security
State retirement
Medical insurance
Medicare
Payments to retirees
Advertising
Dues and memberships
Evaluation and testing
Licenses
Postal charges
Printing, stationery and forms
Travel
Other contracted services
Library books
Office supplies
Other supplies and materials
In-service/staff development
Other charges
Other equipment

Alternative instruction program:
Director
Career ladder program
Social Security
State retirement
Medical insurance
Medicare

Final
Budget

$ 220,300
5,000
5,320
182,025
37,392
32,060
45,620
32,718
40,642
37,898
7,298
2,000
18,200
25,500
691,973

-

Actual

$ 179,008 $ 173,412 $
4,000
4,000
5,320
5,320
182,025
181,008
37,912
37,904
6,745
6,600
32,710
32,688
47,060
46,639
5,000
5,000
56,217
50,124
35,365
30,402
42,805
41,218
131,810
134,656
7,917
7,113
43,438
43,316
2,200
382
120
60
15,960
15,960
2,244
900
2,379
248
500
214
40,700
38,111
18,200
18,200
1,775
140
876
26,719
25,455
10,620
5,293
5,960
756
946,485
904,219

14,260
200
885
1,270
1,400
210

14,094
200
856
1,259
1,341
202

The accompanying notes are an integral part of the financial statements.
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VarianceOver
(Under)
(5,596)
(1,017)
(8)
(145)
(22)
(421)
(6,093)
(4,963)
(1,587)
2,846
(804)
(122)
(1,818)
(60)
(2,244)
(900)
(2,131)
(286)
(2,589)
(1,635)
(876)
(1,264)
(5,327)
(5,204)
(42,266)

(166)
(29)
(11)
(59)
(8)

MILAN SPECIAL SCHOOL DISTRICT
GENERAL PURPOSE FUND
STATEMENT OF REVENUES, EXPENDITURES AND
CHANGES IN FUND BALANCE - BUDGET AND ACTUAL
For The Fiscal Year Then Ended June 30, 2014

Original
Budget
Dues and memberships
Printing, stationary and forms
Other supplies and materials
Inservice/staff development
Office supplies

Special education program:
Director
Social Security
State retirement
Medical insurance
Medicare
Dues and memberships
Evaluation and testing
Travel
Other contracted services
In-service/staff development
Other supplies/materials

Vocational education program:
Director
Clerical personnel
Social security
State retirement
Medical insurance
Medicare
Postal charges
Travel
Other supplies/materials
In-service/staff development
Other charges
Other equipment

$

Final
Budget
$

34,475
2,137
3,061
8,657
500

500
72,000
1,500
250
123,080

10,000
639
915
149
3,000
200
1,500
500
16,903

300 $
100
50
1,550
200
20,425

VarianceOver
(Under)

Actual
300
40
18,292

$

(100)
(50)
(1,550)
(160)
(2,13)

34,475
2,137
3,061
4,257
500
250
860
300
75,640
900
700
123,080

32,781
1,770
2,911
3,700
414
250
857
178
75,355
242
682
119,140

(1,694)
(367)
(150)
(557)
(86)

10,000
24,315
2,136
1,738
6,071
499
250
2,650
600
1,500
500

9,996
24,125
1,879
1,710
5,914
440
222

(4)
(190)
(257)
(28)
(157)
(59)
(28)
(2,650)
(300)
(718)
(500)
2,178
(2,713)

50,259

300
782
2,178
47,546

The accompanying notes are an integral part of the financial statements.
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(3)
(122)
(285)
(658)
(18)
(3,940)

MILAN SPECIAL SCHOOL DISTRICT
GENERAL PURPOSE FUND
STATEMENT OF REVENUES, EXPENDITURES AND
CHANGES IN FUND BALANCE - BUDGET AND ACTUAL
For The Fiscal Year Then Ended June 30, 2014

Original
Budget
Board of Education services:
Secretary to Board
Social Security
State retirement
Unemployment compensation
Medicare
Other fringe benefits
Audit services
Dues and memberships
Legal services
Other contracted services
Food supplies
Other supplies and materials
Liability insurance
Premium on surety bond
Trustee commissions
Workmens compensation insurance
In-service/staff development
Other charges

Office of the Director of Schools:
County official/administrative officer
Career Ladder
Secretary(ies)
Clerical personnel
Other salaries and wages
Social Security
State retirement
Medical insurance
Medicare
Advertising
Communication
Dues and memberships
Operating lease payments
Maintenance and repair
Postal charges

$

1,434
89
49
27,000
21
52,000
32,880
8,000
17,000
1,000

18,537
2,100
90,000
107,017
7,500
25,700
390,327

126,387
1,000
35,394
32,710
5,000
12,120
14,427
11,000
2,835
5,000
3,000

2,000

Final
Budget
$

1,434
89
49
27,000
21
48,706
32,880
4,500
18,200
2,000
3,300
30
27,807
2,189
90,000
114,717
9,000
10,000
391,922

Actual
$

1,434
72
49
23,438
17
44,353
31,205
4,371
16,990
2,000
2,946
28
27,806
2,189
77,649
114,690
8,461
8,222
365,920

VarianceOver
(Under)

(3,562)
(4)
(4,353)
(1,675)
(129)
(1,210)
(354)
(2)
(1)
(12,351)
(27)
(539)
(1,778)
(26,002)

126,387
1,000
35,394

124,641
1,000
31,595

(1,746)

10,130
13,087
11,900
2,370
2,500
5,400
3,000
13,000
400
2,000

8,677
12,270
11,951
2,065
1,630
4,999
210
13,828
75
1,652

(1,453)
(817)
51
(305)
(870)
(401)
(2,790)
828
(325)
(348)

The accompanying notes are an integral part of the financial statements.
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(3,799)

MILAN SPECIAL SCHOOL DISTRICT
GENERAL PURPOSE FUND
STATEMENT OF REVENUES, EXPENDITURES AND
CHANGES IN FUND BALANCE - BUDGET AND ACTUAL
For The Fiscal Year Then Ended June 30, 2014

Original
Budget
Printing, statioinery and forms
Travel
Other contracted services
Food supplies
Office supplies
In-service/staff development
Other charges
Equipment

Office of the Principal:
Principals
Career Ladder
Assistant(s)
Secretary(ies)
Other salaries and wages
Bonus payments
Social Security
State retirement
Medical insurance
Medicare
Advertising
Communication
Dues and memberships
Postal charges
Printing, stationery and forms
Travel
Other contracted services
Office supplies
In-service/staff development
Other charges
Administation equipment

Fiscal services:
Director
Accountants/bookkeepers
Bonus payments

$

Final
Budget
$

2,500
12,000
7,000
10,000
4,000
6,500
292,873

251,190
4,000
382,325
246,000
10,000

800
2,500
100
1,500
4,000
10,000
2,900
5,500
253,868

Actual
$

451
1,088
69
1,128
3,090
5,582
2,228
3,741
231 ,970

254,690
4,000
387,475
245,000

254,634
4,000
387,403
245,871
9,000
51,245
66,173
75,731
11,985
1,272
9,784
894
5,000
199
1,954

1,152,288

11,700
52,058
66,703
88,587
12,489
2,500
11,300
3,000
5,000
200
1,500
20
2,000
10,500
5,000
2,050
1,165,772

2,044
1,135,604

37,392
45,020
-

57,692
45,020
500

57,668
44,763
500

54,858
65,103
89,953
12,789
12,000
3,000
5,000
1,500
2,070
2,000
10,500

VarianceOver
(Under)

2,000
6,415

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

(349)
(1,412)
(31)
(372)
(910)
(4,418)
(672)
(1,759)
(21 ,898)

(56)
(72)
871
(2,700)
(813)
(530)
(12,856)
(504)
(1,228)
(1,516)
(2,106)
(1)
454
(20)
(4,085)
(5,000)
(6)
(30,168)

(24)
(257)

MILAN SPECIAL SCHOOL DISTRICT
GENERAL PURPOSE FUND
STATEMENT OF REVENUES, EXPENDITURES AND
CHANGES IN FUND BALANCE - BUDGET AND ACTUAL
For The Fiscal Year Then Ended June 30, 2014

Original
Budget
Other salaries & wages
Social Security
State retirement
Medical insurance
Medicare
Dues and memberships
Licenses
Printing, stationery and forms
Other contracted services
Office supplies
In-service/staff development
Equipment

Human services/personnel:
Supervisor/director
Clerical personnel
Bonus payments
Social security
State retirement
Medical insurance
Medicare
Advertising
Dues and memberships
Evaluation and testing
Licenses
Maintenance and repair services
Postal charges
Travel
Other contracted services
Food supplies
Office supplies
Periodicals
Other supplies and materials
In-service/staff development
Other charges
Equipment

$

24,000
6,587
5,695
20,835
1,540

9,200
2,000
1,000
2,000
155,269

32,700
34,050
4,166
4,107
8,405
974
500

100
1,200
2,000
600

1,800
5,000
2,000
97,602

Final
Budget
- Actual
27,020
$
24,894
$
7,007
6,835
5,475
5,384
18,135
18,093
1,640
1,599
40
11,192
11,191
940
777

VarianceOver
(Under)
$

(2,126)
(172)
(91)
(42)
(41)
(40)
(1)
(163)

1,000
1,920
608
178,189

369
1,887
598
174,558

(631)
(33)
(10)
(3,631)

33,500
34,300
1,000
3,786
4,257
9,611
974
1,340
500
450
6,176
67
100
575

33,471
33,981
780
3,718
4,194
9,061
870
1,333
75
450
6,054

(29)
(319)
(220)
(68)
(63)
(550)
(104)
(7)
(425)

50
200
966
907
1,295
474
(2,600)
97,928

401

166
966
1,152
811
56
97,539

The accompanying notes are an integral part of the financial statements.
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(122)
(67)
(100)
(174)
(50)
(34)
245
(484)
(418)
2,600
(389)

MILAN SPECIAL SCHOOL DISTRICT
GENERAL PURPOSE FUND
STATEMENT OF REVENUES, EXPENDITURES AND
CHANGES IN FUND BALANCE - BUDGET AND ACTUAL
For The Fiscal Year Then Ended June 30, 2014

Original
Budget
Operation and maintenance of plant:
Operation of plant:
Janitorial services
Disposal fees
Custodial supplies
Electricity
Natural gas
Water and sewer
Boiler insurance
Building and contents insurance

Maintenance of plant:
Director
Maintenance personnel
Bonus payments
Other salaries and wages
Social Security
State retirement
Medical insurance
Medicare
Advertising
Communication
Consultants
Maintenance and repair - buildings
Maintenance and repair - equipment
Pest control
Other contracted services
Other supplies and materials
In-service/staff development
Other equipment

Total operation and maintenance of plant

$

375,000
500
400,000
70,000
38,000
4,563
83,131
971,194

47,000
69,500

Final
Budget

Actual

$ 337,900 $ 337,525 $
35,000
35,022
500
384,400
378,413
80,700
79,973
45,000
44,716
4,563
4,563
83,131
83,131
971,194
963,343

VarianceOver
(Under)

(375)
22
(500)
(5,987)
(727)
(284)
(7,851)

326,590

47,206
69,720
400
9,600
7,382
4,532
8,866
1,785
400
1,500
10,000
50,000
25,000
1,050
52,000
36,195
500
3,055
329,191

47,206
69,716
400
6,867
7,379
4,379
8,781
1,726
211
1,096
7,525
51,378
30,735
1,080
45,879
37,195
150
3,053
324,756

(4)
(2,733)
(3)
(153)
(85)
(59)
(189)
(404)
(2,475)
1,378
5,735
30
(6,121)
1,000
(350)
(2)
(4,435)

1,297,784

1,300,385

1,288,099

(12,286)

10,500
7,207
4,032
8,866
1,685
1,500
50,000
25,000
59,000
41,300
1,000

The accompanying notes are an integral part of the financial statements.
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Original
Budget
Student transportation:
Director
Bus drivers
Clerical personnel
Bonus payments
Other salaries and wages
Social Security
State retirement
Medical insurance
Medicare
Advertising
Communication
Contracts with other school systems
Contracts with public carriers
Contracts with vehicle owners
License
Maintenance and repair - equipment
Maintenance and repair - vehicle
Medical and dental services
Printing, stationary and forms
Travel
Other contracted services
Diesel fuel
Food supplies
Gasoline
Other supplies and materials
Vehicle and equipment insurance
In-service/staff development
Other charges
Transportation equipment

Total support services

$

33,193
135,198
4,207

Final
Budget

Actual

VarianceOver
(Under)

33,773 $
134,098
4,217
1,500
87,080
16,026
9,900
4,850
3,748
100
1,000
55,700

33,771 $
128,732
4,207
1,500
76,582
14,707
8,006
4,728
3,435
96
687
58,691
4,855
53
686
1,032
1,200
97
106
889
56,655
406
7,356
1,104
25,666
1,443
102
203,326
640,118

(103)
(194)
(111)
(13,345)
56
(544)
(1,061)

475,132

8,500
100
1,300
2,200
1,200
200
300
1,000
70,000
350
7,900
2,165
25,666
2,000
610
200,350
675,833

5,531,523

6,077,706

5,848,006

(229,700)

85,880
16,026
9,900
2,250
3,748
1,000

$

(2)
(5,366)
(10)
(10,498)
(1,319)
(1,894)
(122)
(313)
(4)
(313)
2,991

12,565

500
56,000
70,000
7,000
2,165
30,000
2,000
3,500

The accompanying notes are an integral part of the financial statements.
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(3,645)
(47)
(614)
(1,168)

(557)
(508)
2,976
(35,715)

MILAN SPECIAL SCHOOL DISTRICT
GENERAL PURPOSE FUND
STATEMENT OF REVENUES, EXPENDITURES AND
CHANGES IN FUND BALANCE - BUDGET AND ACTUAL
For The Fiscal Year Then Ended June 30, 2014

Non-Instructional Services:
Early Childhood Education
Supervisor/director
Teachers
Clerical personnel
Educational assistants
Substitute teachers
Non-certified substitute teachers
Social Security
State retirement
Medical insurance
Medicare
Advertising
Dues and memberships
Travel
Other contracted services
Food supplies
Instructional supplies and materials
Other supplies and materials
In-service/staff development
Other charges
Other equipment

Capital outlay:
Other construction
Other capital outlay

Debt service:
Principal on bonds
Interest on bonds
Other debt service

Total non-instructional services
Total expenditures

VarianceOver
(Under)

Original
Budget

Final
Budget

$ 11,100
198,000
13,100
162,000
300
1,000
24,500
25,500
35,000
5,700
1,200
13,100
10,746
2,500
1,300
4,500
509,546

$ 11,400
194,100
13,100
155,100
300
1,000
20,800
23,200
40,500
5,100
483
180
400
14,437
815
15,000
3,531
600
800
8,700
509,546

35,000
35,000

1,000,000
60,000
1,060,000

370,970
50,999
421,969

830,000
381,513
1,100
1,212,613

830,000
381,513
1,100
1,212,613

830,000
381,513
1,100
1,212,613

1,757,159

2,782,159

2,144,128

(638,031)

16,041,426

17,442,591

16,437,902

(1,004,689)

Actual

$ 11,331 $
193,479
12,432
152,155
963
20,343
22,968
40,487
4,758
482
179
349
12,027
815
17,569
3,312
600
673
14,624
509,546

The accompanying notes are an integral part of the financial statements.
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(69)

(621)
(668)
(2,945)
(300)
(37)
(457)
(232)
(13)
(342)
(1)
(1)
(51)
(2,410)
2,569
(219)
(127)
5,924
-

(629,030)
(9,001)
(638,031)

-

MILAN SPECIAL SCHOOL DISTRICT
GENERAL PURPOSE FUND
STATEMENT OF REVENUES, EXPENDITURES AND
CHANGES IN FUND BALANCE - BUDGET AND ACTUAL
For The Fiscal Year Then Ended June 30, 2014

Original
Budget
Net changes in fund balance

Final
Budget

Actual

VarianceOver
(Under)

$ (248,235) $ (1,471,335) $ (262,648) $ 1,208,687
2,603,326

Fund balance - beginning
Fund balance - ending

$ 2,340,678

Explanation of differences between budgetary inflows and outflows and GAAP revenues and
expenditures
Inflows/revenues:
Actual amounts (budgetary basis)
Differences - budget to GAAP:
Fringe benefits - noncash

$ 16,175,254 $

Total Revenues as Reported on Statement of Revenues,
Expenditures and Changes in Fund Balances - Governmental Funds
Outflows/expenditures:
Actual amounts (budgetary basis)
Differences - budget to GAAP:
Fringe benefits - noncash

Net changes in fund balance

93,952

93,952

16,269,206

297,950

16,437,902
93,952

Total Expenditures as Reported on Statement of Revenues,
Expenditures and Changes in Fund Balances - Governmental Funds

16,531,854
$

203,998

(1,004,689)
93,952
(910,737)

(262,648) $ 1,208,687

The accompanying notes are an integral part of the financial statements.
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MILAN SPECIAL SCHOOL DISTRICT
NOTES TO FINANCIAL STATEMENTS
June 30, 2014
NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
A. Reporting Entity
The Milan Special School District (the District) was created by an act to amend Chapter 504 of the
Private Acts of 1945 as amended by Chapter 82 of the Private Acts of 1981. This act was passed
by the General Assembly of the State of Tennessee on July 23, 1981. The purpose of the Milan
Special School District is to operate and administer the City of Milan's public schools.
The seven-member school board, which is the governing authority, is elected by the public,
approves its own budgets and controls surpluses and deficits, has the authority to issue debt and to
levy taxes, and has control over hiring and firing employees.
The Districts financial statements are prepared in accordance with generally accepted accounting
principles (GAAP) for governmental units as promulgated by Governmental Accounting Standards
Board (GASB). As required by GAAP, these financial statements present all funds, which comprise
the District. These financial statements present the District as "The Primary Government" and there
are no component units or entities for which the District is considered financially accountable, which
should be included.
B. District-wide and Fund Financial Statements
The district-wide financial statements (i.e., the statement of net position and the statement of
activities) report information on all of the nonfiduciary activities of the primary government. For the
most part, the effect of the interfund activity has been removed from these statements.
Governmental activities, which normally are supported by taxes and intergovernmental revenues,
are reported separately from business-type activities, which rely to a significant extent on fees and
charges for support.
The statement of activities demonstrates the degree to which the direct expenses of the given
function or segment is 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. Taxes and other items not
properly included among program revenues are reported instead as general revenues.
C. Measurement Focus, Basis of Accounting, and Financial Statements Presentation
The district-wide financial statements are reported using the economic resources measurement
focus and the accrual basis of accounting. Revenues are recorded when earned and expenses
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
-34-
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current period. For this purpose, the government considers revenues to be available if they are
collected within sixty 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.
Property taxes, sales taxes, grants, and interest associated with the current fiscal period are all
considered to be susceptible to accrual and 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 government.
The District reports the following major governmental fund:
The general purpose fund is the government's primary operating fund. It accounts for all
financial resources of the general government, except those required to be accounted for in
another fund.
As a general rule, the effect of interfund activity has been eliminated from the district-wide financial
statements.
Amounts reported as program revenues include 1) charges to customers or applicants for goods,
services, or privileges provided, 2) operating grants and contributions, and 3) capital grants and
contributions, including special assessments. Internally dedicated resources are reported as
general revenues rather than as program revenues. Likewise, general revenues include all taxes.
When both restricted and unrestricted resources are available for use, it is the District's policy to
use the restricted resources first, then unrestricted resources as they are needed.
D. Assets, Liabilities, and Net Position or Equity
Deposits and Investments
The District's cash and cash equivalents are considered to be cash on hand, demand deposits, and
short-term investments with maturities of three months or less from the date of acquisition. State
statutes authorize the District to invest in certificates of deposit, obligations of the U.S. Treasury,
agencies and instrumentalities, obligations guaranteed by the U.S. government or its agencies,
repurchase agreements and the state's investment pool.
Investments for the District are reported at fair value. The State Local Government Investment Pool
operates in accordance with appropriate state laws and regulations. The reported value of the pool
is the same as the fair value of the pool shares.
Receivables and Payables
Activity between funds that is representative of lending/borrowing arrangements outstanding at the
end of the fiscal year is 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 non-current portion of intertund loans).
All other outstanding balances between funds are reported as "due to / from other funds".
Property taxes attach as an enforceable lien on property as of January 1. Taxes are levied and
billed on October 1. The payment due dates are October 1 through February 28 and become
-35-

MILAN SPECIAL SCHOOL DISTRICT
NOTES TO FINANCIAL STATEMENTS
June 30, 2014
delinquent on March 1 The property taxes are collected by the Trustee of Gibson County and
remitted to the District. District property tax revenues are recognized in the period for which they
were levied.
Non-current portions of long-term receivables due to governmental funds are reported on their
balance sheets, in spite of their spending measurement focus. Special reporting treatments are
used to indicate, however, that they should not be considered "available spendable resources",
since they do not represent net current assets. Recognition of governmental fund type revenues
represented by non-current receivables is deferred in the governmental fund statements until they
become current receivables.
For the purpose of operating and maintaining the District, the private act creating the District
authorized an annual property tax on every one hundred ($100) assessment of real and personal
property located within the District. The current property tax is $1.84 on every $100 of real and
personal property located within the District.
Inventories
Inventories are valued at lower of average cost or market, using the first-in/first-out (FIFO) method.
The Cafeteria Fund maintains an inventory consisting of food supplies using the purchases method
and expenses inventory when purchased throughout the year. At year-end, the actual cost of the
items in inventory is used to capitalize the inventory, with a corresponding entry to nonspendable
fund balance in the Cafeteria Fund. For the government-wide statements, inventory is converted to
the consumption method.
Capital Assets
Capital assets, which include land, buildings and improvements, and other capital assets, are
reported in the applicable district-wide financial statements. Capital assets are defined by the
government as assets with an initial, individual cost of $5,000 (amount not rounded) or more and an
estimated useful life in excess of two years.
The costs of normal maintenance and repairs that do not add to the value of the asset or materially
extend assets' lives are not capitalized. Major outlays for capital assets and improvements are
capitalized as projects are constructed.
Property, plant, and equipment of the District are depreciated using the straight line method over
the following useful lives:
Buildings and improvements
Other capital assets

20-50 years
4-20 years

Unearned Revenue
Unearned revenue includes resources that have been received, but not yet earned.
On Behalf Payments for Fringe Benefits
The District records on-behalf payments made by the State of Tennessee to be used for
postemployment health insurance benefits for employees not yet eligible for Medicare. Such
payments are recorded as intergovernmental revenue and instruction expenses/expenditures in the
GAAP basis district-wide and general fund financial statements, but are not budgeted and,
therefore, are not included in the general purpose fund budgetary basis financial statements.
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Compensated Absences
Vacation Leave - All support personnel who are employed 12 months per year earn one day of
vacation for each twenty days of employment and all support personnel employed for 10 or 11
months shall earn one day of vacation for each twenty days of employment. The maximum that any
employee could accumulate would be 24 days. Therefore, in the event that an employee leaves
employment, they will be paid only for a maximum of the 24 days. This policy was enacted in the
year ended June 30, 2002. At the time of implementation, some employees had accumulated
greater than the maximum allowed by the policy. These employees were given a 24-month grace
period in which to use the accumulated days.
Sick Leave - All support personnel and certified employees earn one day of sick leave for each
month of employment. Sick leave days may be accumulated to an unlimited number. At the time
employment is terminated, all unused sick leave that has accumulated shall be used for retirement
service credit.
Long-term Liabilities
In the district-wide financial statements long-term debt and other long-term obligations are reported
as liabilities in the applicable governmental activities statement of net position. Bond premiums and
discounts, are amortized over the life of the bonds using the effective interest method. Bonds
payable are reported net of the applicable bond premium or discount. Bond issuance costs are
expensed in the period paid.
In the fund financial statements, the governmental fund types recognize bond premiums and
discounts, as well as bond issuance costs, during the current period. The face amount of debt
issued is reported as other financing sources while discounts on debt issuances are reported as
other financing uses. Issuance costs, whether or not withheld from the actual debt proceeds
received, are reported as debt service expenditures.
Deferred Outflows/inflows of Resources
In addition to assets, the statement of net position will sometimes report a separate section for
deferred outflows of resources. This separate financial statement element, deferred outflows of
resources, represents a consumption of net position that applies to a future period and so will not
be recognized as an outflow of resources (expense/expenditure) until then. The District currently
has no items that qualify for reporting in this category.
In addition to liabilities, the statement of financial position will sometimes report a separate section
for deferred inflows of resources. This separate financial statement element, deferred inflows of
resources, represents acquisition of net position that applies to a future period and so will not be
recognized as an inflow of resources (revenue) until that time. The District recognizes unavailable
revenues - property taxes as deferred inflows of resources as of June 30, 2014.
Impact of Recently Issued Accounting Pronouncements
In March of 2012, the GASB issued statement no. 65 - Items Previously Reported as Assets and
Liabilities. GASB 65 establishes accounting and financial reporting standards that reclassify, as
deferred outflows and inflows of resources, certain items that were previously reported as assets
and liabilities. This statement is effective for financial periods beginning after December 15, 2012.
The implementation of GASB 65 has resulted in the classification of unavailable revenue - property
taxes and unavailable revenue to deferred inflows of resources as compared to previously being
reported as a liability. It also requires bond issuance costs to be expensed in the year bonds are
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obtained as compared to previously being reported as an asset and amortized over the life of the
bonds. This has resulted in a prior period adjustment in the current year to remove bond issuance
cost from the assets.
In June 2012, the GASB issued Statement 67, Financial Reporting for Pension Plans - an
amendment of GASB Statement 25, and Statement 68, Accounting and Financial Reporting for
Pensions—an amendment of GASB Statement No. 27. Statement 67, effective for fiscal years
beginning after June 15, 2013, revises existing standards of financial reporting by state and local
government pension plans and will be adopted by the pension plan itself. Statement 68 will affect
the governments that participate as employers in these plans and is effective for fiscal years
beginning after June 15, 2014. For governments to adopt Statement 68, the underlying pension
plans must first adopt Statement 67. These statements establish a definition of a pension plan that
reflects the primary activities associated with the pension arrangement - determining pensions,
accumulating and managing assets dedicated for pensions, and paying benefits to plan members
as they come due. Statement 68 details the recognition and disclosure requirements for employers
with liabilities (payables) to a defined benefit pension plan and for employers whose employees are
provided with defined contribution pensions. The objective of Statement 68 is to improve
accounting and financial reporting by state and local governments for pensions. These pension
standards include significant changes to how governmental employers will report liabilities related to
pension obligations. Management is currently evaluating the impact that the adoption of Statement
68 will have on the District's financial statements.
Net position flow assumption
Sometimes the government will find 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 government-wide and
proprietary fund financial statements, a flow assumption must be made about the order in which the
resources are considered to be applied. It is the government's policy to consider restricted - net
position to have been depleted before unrestricted - net position is applied.
Fund Equity
The District has evaluated the use of its Capital Projects fund under the criteria set forth in GASB
Statement 54 and has determined that there is no change needed.
As prescribed by GASB Statement No. 54, governmental funds report fund balance in
classifications based primarily on the extent to which the District is bound to honor constraints on
the specific purposes for which amounts in the funds can be spent. Fund balance for governmental
funds can consist of the following:
Nonspendable fund balance
This classification includes amounts that are (a) not in spendable form, or (b) legally or contractually
required to be maintained intact. The "not in spendable form" criterion includes items that are not
expected to be converted to cash, for example: inventories, prepaid amounts, and long-term notes
receivable.
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Restricted fund balance
This classification includes amounts that are restricted for specific purposes stipulated by external
resource providers, constitutionally or through enabling legislation. Restrictions may effectively be
changed or lifted with the consent of resource providers.
Committed fund balance
This classification includes amounts that can only be used for the specific purposes determined by
a formal action of the District's highest level of decision-making authority, the Board of Education of
the Milan Special School District. Commitments may be changed or lifted only by the District taking
the same formal action that imposed the constraint originally (for example: resolution).
Assigned fund balance
This classification includes amounts intended to be used by the District for specific purposes that
are neither restricted nor committed. The Board and its designees (of which there are none) have
the authority to assign amounts to be used for specific purposes. Assigned amounts also include
all residual amounts in governmental funds (except negative amounts) that are not classified as
nonspendable, restricted, or committed.
Unassigned fund balance
This fund balance is the residual classification for the General Fund. It is also used to report
negative fund balances in other governmental funds.
Fund balance flow assumptions
Sometimes the government will fund outlays for a particular purpose from both restricted and
unrestricted resources (the total of committed, assigned and unassigned fund balance). In order to
calculate the amounts to report as restricted, committed, assigned and unassigned fund balance in
the governmental fund financial statements a flow assumption must be made about the order in
which the resources are considered to be applied. It is the government's policy to consider
restricted fund balance to have been depleted before using any of the components of unrestricted
fund balance. Further, when the components of unrestricted fund balance can be used for the same
purpose, committed fund balance is depleted first, followed by assigned fund balance. Unassigned
fund balance is applied last.
NOTE 2— RECONCILIATION OF DISTRICT-WIDE AND FUND FINANCIAL STATEMENTS
A. Explanation of Certain Differences Between the Governmental Fund Balance Sheet and the
District-wide Statement of Net Position
The governmental fund balance sheet includes reconciliation between fund balance - total
governmental funds and net position - governmental activities as reported in the district-wide
statement of net position. One element of that reconciliation explains that "long-term liabilities,
including bonds, notes payable and capital leases payable, are not due and payable in the current
period and therefore are not reported in the funds." The details of this ($8,950,000) are as follows:
School bonds payable, Series 2005
School bonds payable, Series 2008

$ (7,950,000)
(1,000,000)
$ (8,950,000)
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Another element of that reconciliation explains that "capital assets used in governmental funds are
not financial resources and therefore are not reported as assets in the governmental funds." The
details of this $14,139,431 are as follows:
Land

$ 854,415
319,969

Work in progress
Buildings and improvements

21,426,811

Other capital assets

2,192,822
24,794,017

Less accumulated depreciation

(10,654,586)

Net investment in capital assets

$14,139,431

B. Explanation of Certain Differences Between the Governmental Fund Statement of Revenues,
Expenditures, and Changes in Fund Balances and the District-wide Statement of Activities
One element of that reconciliation states that "the repayment of the principal of long-term debt is
expenditure in the governmental funds, but the repayment reduces long-term liabilities on the
statement of net position." The details of this $830,000 are as follows:
Principal repayments:
School bonds payable, Series 2005

$ 380,000

School bonds payable, Series 2009

450,000
$ 830,000

Another element of that reconciliation states that "the change in accrued leave is an expenditure in
the governmental funds, but the change reduces or increases the liability on the statement of
activities." The details of this ($12,973) are as follows:
Accrued lea.e as of June 30, 2013
Accrued lea as of June 30, 2014

$ 133,480
(146,453)
$

(12,973)

Another element of that reconciliation states that "the change in OPEB is an expenditure in the
governmental funds, but the change reduces or increases the liability on the statement of activities."
The details of this ($292,544) are as follows:
OPEB Liability as of June 30, 2013
OPEB Liability as of June 30, 2014

$ 2,170,908
(2,463,452)
$ (292,544)

Another element of that reconciliation states that "interest is reported as an expenditure in the
governmental funds, but it is accrued on outstanding debt on the statement of activities." The details
of this $6,054 are as follows:
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Accrued interest as of June 30, 2013
Accrued interest as of June 30, 2014

$

82,060
(76,006)

$

6,054

Another element of that reconciliation states that "revenues in the statement of activities that do not
provide current financial resources are not reported as current revenues in the funds." The details of
this ($64,925) are as follows:
UnaiIabIe grant reenue as of June 30, 2013
UnaaiIabIe grant re'enue as of June 30, 2014

$

16,458
(81,383)

$ (64,925)

NOTE 3— STEWARDSHIP, COMPLIANCE, AND ACCOUNTABILITY
A. Budgetary Information
Annual budgets are adopted on a basis consistent with generally accepted accounting principles for
all governmental funds except for on-behalf revenues and expenses included in the general
purpose fund. The District approves a budget for the education capital projects fund based on the
project. It is not an annual budget and therefore no budget to actual comparative statement is
presented for the education capital projects fund. The Board of Education approves and
appropriates the budgets for these funds annually. All annual appropriations lapse at fiscal year
end. Each budget is presented on the modified accrual basis of accounting, which is consistent with
generally accepted accounting principles.
As an extension of the formal budgetary process, the Board of Education may transfer or
appropriate additional funds for expenditures not anticipated at the time of budget adoption. The
District's policy is to not allow expenditures to exceed budgetary amounts at the total function level
without obtaining additional appropriation approval from the Board of Education. Line-item transfers
within major categories are made upon recommendation of the Director of Schools and approval by
the board. All funds expenditures were under budget with the exception of the cafeteria fund as
noted on page 60 of the financials. The total expenditures exceeded the budget by $3,595.
NOTE 4— DETAILED NOTES ON ALL FUNDS
A. Deposits and Investments
Custodial Credit Risk
The District's policies limit deposits and investments to those instruments allowed by applicable
state laws and described in Note 1. State statute requires 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, by the Tennessee
Bank Collateral Pool, by collateral held by the District's agent in the District's name, or by the
Federal Reserve Banks acting as third party agents. State statutes also authorize the District 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
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the United States or its agencies as the underlying securities, the state pooled investment
fund, and mutual funds. Statutes also require that securities underlying repurchase agreements
must have a market value of at least equal to the amount of funds invested in the repurchase
transaction. As of June 30, 2014, all bank deposits were fully collateralized or insured.
GASB 31, Accounting and Financial Reporting for Certain Investments and External Investment
Pools, requires investments with a remaining maturity of one year or more to be reported at fair
value. The District had no investments as of June 30, 2014.
The following is a summary of cash and cash equivalents as of June 30, 2014
Cash in bank
Local Go'.emment lrn,estment Pool
Total cash and cash equilents

$2,097,288
387,165
$ 2,484,453

B. Receivables
Receivables as of the year end for the government's individual major funds and non-major funds in
the aggregate are as follows:
General
Funds
Total
Recenables:
Accounts
8,108 $ 1,630 $
9,738
$
Taxes
3,243,402
- 3,243,402
Grants
229,160 164,179 393,339
lntergoemmental
247,451
247,451
Total recei bles
$3,728,121 $165,809 $3,893,930
Amounts in the General Fund called "due from other governmental agencies" represent the normal
amounts due from state and county governments for shared revenues and tax allocations.
Management determined that all receivables were collectable and no allowance was considered
necessary.
Property tax is unavailable due to the 2014 tax levy not being due and payable until October 2014.
Therefore, the funds are unavailable to the District as of June 30, 2014.
The following revenues are unavailable in the fund statements based on the district not receiving
the funds within 60 days of year end.
Una,ailable
General Fund
IDEA - High Cost Student
$ 16,458
Property taxes
3,243,402
$3,259,860
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C. Interfund Receivables and Payables
The interfund payable from the federal projects fund to the general fund is for the negative cash
balance in the pooled bank account at the end of the year.
The composition of balances as of June 30, 2014, is as follows:
Receivable Fund
Payable Fund
Federal Projects

General Purpose

Amount
$ 141,622
141,622
(141,622)

Elimination for district-wide statements
$

D. Capital Assets
Capital asset activity for the year ended June 30, 2014 was as follows:
July 1, 2013 Additions Reductions June 30, 2014
Capital assets not being depreciated:
$ 854,415 $
- $
24,194 295,775 878,609 295,775

- $ 854,415
319,969
- 1,174,384

21,402,616
24,195
1,977,793 215,029
23,380,409 239,224

-

21,426,811
:2,192,822

(8,529,470) (586,641)

- (9,116,111)

Other capital assets

(1,471,665)
(66,810)
(10,001,135) (653,451)

(1,538,475)
:
= (10,654,586)

Total capital assets, net

$ 14,257,883 $(118,452) $

- $ 14,139,431

Land
Work in progress
Capital assets being depreciated:
Buildings and impro ments
Other capital assets

= 23,619,633

Accumulated depreciation:
Buildings and impro.ements

Depreciation expense was charged to functions/programs of the primary government as follows:
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Instruction:
Regular education

$ 1,546
1,314

Vocational education
Support services:
Office of the Principal

1,506
463,799

Operation and maintenance of plant
Student transportation

34,236

Non-instructional services:
Capital outlay
Food service

140,373
10,677
$653,451

E. Leases
Operating Leases
The District has entered into a two lease agreements as lessee for a copier on both agreements.
These lease agreements qualify as operating leases for accounting purposes. The first lease is for
a forty-eight month period with monthly payments of $240. The second lease is for a sixty month
period with monthly payments of $2,225.
The future minimum lease payments as of June 30, 2014, were as follows:
Year Ended June 30,
$ 29,580

2015
2016

26,700
11,125
$ 67,405

2017

The lease expense for the year ended June 30, 2014 was $29,580.
F. Long-term Debt
The annual requirements to amortize all long-term debt and obligations outstanding, excluding
compensated absences and OPEB, as of June 30, 2014 are as follows:
Years Ending
June 30,
2015
2016
2017
2018
2019
2020-2024

Bonds
Principal

Interest

$ 700,000 $ 353,362
327,213
745,000
299,375
790,000

Total
$ 1,053,362
1,072,213
1,089,375

269,500

1,099,500

237,395
630,720

1,112,395
5,640,720

$ 8,950,000 $2,117,565

$11,067,565

830,000
875,000
5,010,000
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The following is a summary of long-term debt transactions for the year ended June 30, 2014:
Beginning
Balance

Additions Retirements

Ending

Due Within

Balance

One Year

Bonds Payable:
School Bonds, Series 2005 3.50% to 4.10%
interest, payable serially through 2024

$ 8,330,000 $

School Bonds, Series 2008 3.00% to 4.375%
1,000,000
interest, payable serially through 2024

- $ 380,000 $ 7,950,000 $ 600,000
-

-

1,000,000

100,000

450,000
10,499

-

450,000
955

9,544

-

9,790,499

-

830,955

8,959,544

700,000

2,170,908 292,544
133,480
12,973

-

2,463,452
146,453

-

School Bonds, Series 2009 1.50% to 3.30%
interest, payable serially through 2014
Bond premium
Total bonds payable
Other post employment benefits
Compensated absences
Total long-term liabilities

$12,094,887 $305,517 $ 830,955 $ 11,569,449 $700,000

The General Fund is used to liquidate compensated absences.
The District issued school bonds for the purpose of providing funds for the acquisition and
construction of a new school building. During the year ended June 30, 2005, additional school
bonds were issued to refund a portion of the School Bonds, Series 2001. The principal not refunded
totaled $775,000.
During the year ended June 30, 2005, the District issued $9,355,000 of school refunding bonds for
the purpose of providing funds to refund a portion of the District's School Bonds, Series 2001,
maturing April 1, 2006 through April 1, 2024, inclusive, and to pay costs of issuance on the bonds.
The refunded bonds are considered defeased and the liability has been removed from the
statement of net position except for the portion not refunded. The advance refunding was
undertaken to reduce the total debt service payments over the next fifteen years by $489,012 and
resulted in a net present value benefit of $356,518. At June 30, 2010, defeased bonds of
$9,065,000 were still outstanding.
These defeased bonds were retired April 1, 2011.
The District issued school bonds for the purpose of providing funds for the acquisition and
construction of a new school building. During the year ended June 30, 2010, additional school
bonds were issued to refund a portion of the School Bonds, Series 2005. The principal not refunded
totaled $745,451.
During the year ended June 30, 2010, the District issued $1,770,000 of school refunding and
improvement bonds for the purpose of providing funds to refund a portion of the District's School
Bonds, Series 1997, maturing April 1, 2011, April 1, 2012, and April 1, 2014, inclusive, and to pay
costs of issuance on the bonds. The refunded bonds are considered defeased and the liability has
been removed from the statement of net position. At June 30, 2011, def eased bonds of $1,315,000
were still outstanding. These defeased bonds retired April 1, 2014.
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NOTE 5— OTHER INFORMATION
A. Pensions
Political Subdivision Pension Plan
Plan Description
Employees of Milan Special School District are members of the Political Subdivision Pension Plan
(PSPP), an agent multiple employer defined benefit pension plan administered by the Tennessee
Consolidated Retirement System (TCRS). TCRS provides retirement benefits as well as death and
disability benefits. Benefits are determined by a formula using the member's high five-year average
salary and years of service. Members become eligible to retire at the age of 60 with five years of
service or at any age with 30 years of service. A reduced retirement benefit is available to vested
members at the age of 55. Disability benefits are available to active members with five years of
service who became disabled and cannot engage in gainful employment. There is no service
requirement for disability that is the result of an accident or injury occurring while the member was
in the performance of duty. Members joining the system after July 1, 1979 become vested after five
years of service and members joining prior to July 1, 1979 were vested after four years of service.
Benefit provisions are established in state statute found in Title 8, Chapter 34-37 of the Tennessee
Code Annotated (TCA). State statutes are amended by the Tennessee General Assembly. Political
subdivisions, such as Milan Special School District, participate in the TCRS as individual entities
and are liable for all costs associated with the operation and administration of their plan. Benefit
improvements are not applicable to a political subdivision unless approved by the chief governing
body.
The TCRS issues a publicly available financial report that includes financial statements and
required supplementary information for the PSPP. That report may be obtained by writing to the
Tennessee Treasury Department, Consolidated Retirement System, 1 Floor Andrew Jackson
Building, Nashville, TN 37243-0230 or can be accessed at httr://www.tn.cov/treasurv/tcrs.PS/.
Funding Policy
Milan Special School District requires employees to contribute 5.0 percent of earnable
compensation.
Milan Special School District is required to contribute at an actuarially determined rate; the rate for
the fiscal year ending June 30, 2014 was 3.41% of annual covered payroll. The contribution
requirement of plan members is set by state statute. The contribution requirement for Milan Special
School District is established and may be amended by the TCRS Board of Trustees.
Annual Pension Cost
For the year ending June 30, 2014, Milan Special School District's annual pension cost of $66,042
to TCRS was equal to Milan Special School District's required and actual contributions. The
required contribution was determined as part of the July 1, 2011 actuarial valuation using the frozen
initial liability actuarial cost method. Significant actuarial assumptions used in the valuation include
(a) rate of return on investment of present and future assets of 7.5 percent a year compounded
annually, (b) projected 3.0 percent annual rate of inflation (c) projected salary increases of 4.75
percent (graded) annual rate (no explicit assumption is made regarding the portion attributable to
the effects of inflation on salaries), (d) projected 3.5 percent annual increase in the Social Security
wage base, and (e) projected post retirement increases of 2.5 percent annually. The actuarial value
of assets was determined using techniques that smooth the effect of short-term volatility in the
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market value of total investments over a ten-year period. Milan Special School District's unfunded
actuarial accrued liability is being amortized as a level dollar amount on a closed basis. The
remaining amortization period at July 1, 2011 was 1 years. An actuarial valuation was performed as
of July 1, 2011, which established contribution rates effective July 1, 2012.
Trend Inforniation
Fiscal Year Annual Pension Percentage of Net Pension
Ending
Cost (APC)
APC Contributed Obligation
6/30/2014 $
6/30/2013
6/30/2012

66,042
63,093

100.00%
100.00%

137,944

100.00%

$

-

Funded Status and Funding Progress
As of July 1, 2013, the most recent actuarial valuation date, the plan was 99.71 percent funded. The
actuarial accrued liability for benefits was $4.46 million, and the actuarial value of assets was $4.44
million, resulting in an unfunded actuarial accrued liability (UAAL) of $0.01 million. The covered
payroll (annual payroll of active employees covered by the plan) $1 .66 million, and the ratio of the
UAAL to the covered payroll was 0.79 percent.
The schedules of funding progress, presented as required supplementary information (RSI)
following the notes to the financial statements, present multiyear trend information about whether
the actuarial values of plan assets are increasing or decreasing over time relative to the AALs for
benefits.
Actuarial
Valuation
Date

Actuarial
Value of
Assets
(a)

______________
7/1/2013

$

Actuarial
Accrued
Liability
(AAL)
(b)

4,442 $

Unfunded
AAL
(UAAL)

Funded
Ratio

(b) - (a) ______________

4,456 $

13

Cored UAAL as a
Payroll Percentage
of Cored
Payroll
((b-a)/c)
(c)

99.71% $ 1,656

0.79%

State Employees, Teachers, and Higher Education Employees Pension Plan
Plan Description
The Milan Special School District contributes to the State Employees, Teachers, and Higher
Education Employees Pension Plan (SETHEEPP), a cost-sharing, multiple-employer, defined
benefit pension plan administered by the Tennessee Consolidated Retirement System (TCRS).
TCRS provides retirement benefits as well as death and disability benefits to plan members and
their beneficiaries. Benefits are determined by a formula using the member's high five-year average
salary and years of service. Members become eligible to retire at the age of 60 with five years of
service or at any age with 30 years of service. A reduced retirement benefit is available to vested
members who are at least 55 years of age or have 25 years of service. Disability benefits are
available to active members with five years of service who become disabled and cannot engage in
gainful employment. There is no service requirement for disability that is the result of an accident or
injury occurring while the members were in the performance of duty. Members joining the plan on or
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after July 1, 1979 are vested after five years of service. Members joining prior to July 1, 1979 are
vested after four years of service. Benefit provisions are established in state statute found in Title 8,
Chapters 34-37 of the Tennessee Code Annotated (TCA). State statutes are amended by the
Tennessee General Assembly. Cost of living adjustments (COLA) are provided to retirees each July
based on the percentage change in the Consumer Price Index (CPI) during the previous calendar
year. No COLA is granted if the CPI increase less that one-half percent. The annual COLA is
capped at three percent.
The TCRS issues a publicly available financial report that includes financial statements and
required supplementary information for the SETHEEPP. That report may 0th
be obtained by writing to
the Tennessee Treasury Department, Consolidated Retirement System, 1 Floor Andrew Jackson
Building, Nashville, TN 37243-0230 or can be accessed www.tn.cov/treasurv/tcrs/Schools.
Funding Policy
Most teachers are required by state statute to contribute 5.0% of salary to the plan. The employer
contribution rate for the District is established at an actuarially determined rate. The employer rate
for the fiscal year ending June 30, 2013 was 8.88% percent of annual covered payroll. The
employer contribution requirement for the District is established and may be amended by the TCRS
Board of Trustees. The employer's contributions to TCRS for the years ending June 30, 2014,
2013, and 2012 were $740,724, $729,160, and $735,705 respectively, equal to the required
contributions for each year.
B. Postemployment Healthcare Plan
Plan Description
The District participates in the state-administered Teacher Group Insurance Plan for healthcare
benefits. For accounting purposes, the plans are agent multiple-employer defined benefit OPEB
plans. Benefits are established and amended by an insurance committee created by Tennessee
Code Annotated (TCA) 8-27-302. Prior to reaching the age of 65, all members have the option of
choosing a preferred provider organization (PPO), point of service (POS), or health maintenance
organization (HMO) plan for healthcare benefits. Subsequent to age 65, members who are also in
the state's retirement system may participate in a state-administered Medicare supplement plan
that does not include pharmacy. The plans are reported in the State of Tennessee Comprehensive
Annual Financial Report (CAFR).
The CAFR is available on the state's website at
http:lltennessee.ov/finance/act/cafr.html.
Funding Policy
The premium requirements of plan members are established and may be amended by the
insurance committee. The plans are self-insured and financed on a pay-as-you-go basis with the
risk shared equally among the participants. Claims liabilities of the plan are periodically computed
using actuarial and statistical techniques to establish premium rates. The employers in each plan
develop their own contribution policy in terms of subsidizing active employees or retired employees'
premiums since the committee is not prescriptive on that issue. The District pays all of its retiree's
premiums.
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ARC

$ 472,000

Interest on NPO
Adjustment to the ARC

97,691
(95,082)

Annual OPEB cost
Amount of contribution

474,609
(182,065)
292,544
2, 170,908

Increase/decrease in NPO
Net OPEB obligation - beginning of year

$2,463,452

Net OPEB obligation - end of year

Annual OPEB
Year End*

Cost

Plan

%of Annual
Net OPEB
OPEB Cost Obligation at
Contributed
Year End

6/30/2014 Teacher Group $

474,609

38% $

2,463,452

6/30/2013 Teacher Group

646,031

26%

2,170,908

6/30/2012 Teacher Group

639,440

23%

1,690,313

Funded Status and Funding Progress
The funded status of the plan as of June 30, 2014, was as follows:
Teacher
Group Plan
Actuarial valuation date

7/1/2014

Actuarial accrued liability (AAL)
Actuarial value of plan assets
Unfunded actuarial accrued liability (UAAL)
Actuarial Value of Assets as a % of the AAL
Coered payroll (active plan members)
UAAL as a percentage of covered payroll

$ 4,446,000
$ 4,446,000
$10,277,867
43.26%

Actuarial valuations involve estimates of the value of reported amounts and assumptions about the
probability of events far into the future, and actuarially determined amounts are subject to continual
revision as actual results are compared to past expectations and new estimates are made about the
future. The schedule of funding progress, presented as RSI following the notes to the financial
statements, presents multiyear trend information about whether the actuarial value of plan assets is
increasing or decreasing over time relative to the actuarial accrued liability for benefits.
Actuarial Methods and Assumptions
Calculations are based on the types of benefits provided under the terms of the substantive plan at
the time of each valuation and on the pattern of sharing of costs between the employer and plan
members to that point. Actuarial calculations reflect a long-term perspective. Consistent with that
perspective, actuarial methods and assumptions used include techniques that are designed to
reduce short-term volatility in actuarial accrued liabilities and the actuarial value of assets.
In the July 1, 2011, actuarial valuation for the Local Education plan, the Projected Unit Credit
actuarial cost method was used and the actuarial assumptions included a 4 percent investment rate
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of return (net of administrative expenses) and an annual healthcare cost trend rate of 9.25 percent
initially. The rate decreased to 8.75 percent in fiscal year 2013 and then will be reduced by
decrements to an ultimate rate of 5 percent by fiscal year 2021. The annual healthcare premium
trend rate for the Medicare Supplement plan was 6.50 percent initially. The rate reduced to 6.25
percent for fiscal year 2013 and then will be reduced by decrements to an ultimate rate of 5 percent
by fiscal year 2018. Both rates include a 2.5 percent inflation assumption, which also represent
projected salary increase. The unfunded actuarial accrued liability is being amortized as a level
percentage of payroll on a closed basis over a 30 year period beginning with July 1, 2007.
C. On-Behalf Payments for Fringe Benefits and Salaries
The District recognizes as revenues and expenses contribution made by the State of Tennessee to
the Teacher Group Plan and the Medicare Supplement Plan on behalf of the District's employees.
In fiscal year 2014 the State made contributions of $93,952.
D. Contingent Liabilities and Losses
Amounts received or receivable from grantor agencies are subject to audit and adjustment by
grantor agencies, principally the federal and state governments. Any disallowed claims, including
amounts already collected, may constitute a liability of the applicable funds. The amount, if any, of
expenditures which may be disallowed by the grantors cannot be determined at this time although
the District's management expects such amounts, if any, to be immaterial.
E. Risk Management
The District is exposed to various risks related to workers' compensation, general liability,
automobile liability, and property. The District felt it was more economically feasible to join public
entity risk pools as opposed to purchasing commercial insurance for these areas. The District is a
member of the Tennessee Risk Management Trust (TNRMT) which is a public entity risk pool
established by the Tennessee School Boards Association, an association of member school
districts.
The District pays an annual premium to this pool for coverage under the above areas. The Pool
provides the specified coverage and pays all claims from its member premiums charged or through
its reinsurance policies. TNRMT reinsures through commercial insurance companies for claims in
excess of $100,000 for each uninsured event. The District's premiums are calculated based on its
claims history. The District continues to carry commercial insurance for all other risks of loss,
including public officials' bond. Settled claims from these losses have not exceeded commercial
insurance coverage in any of the past three fiscal years and there has been no significant reduction
in coverage.
F. Prior Period Adjustment
As of June 30, 2014, a prior period adjustment was made in the District-Wide Statement of
Activities, to close out bond issuance cost to net position in the amount of $141,398. The
adjustment was made to comply with GASB statement 65, which states that all bond issuance cost
must be recognized as an expense in the year incurred.
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(Dollar amounts in thousands)
Actuarial
Valuation
Date

Actuarial
Value of
Assets
(a)

7/1/2013
7/1/2011
7/1/2009

$

4,442 $
3,931
3,141

Actuarial
Accrued
Liability
(ML)
(b)
4,456 $
3,942
3,156

Unfunded
AAL
(UAAL)

Funded
Ratio

Covered
Payroll

(b) - (a)

(a/b)

(c)

13
12
15

99.71% $
99.70%
99.52%

1,656
1,627
1,816

UAAL as a
Percentage
of Covered
Payroll
((b-a)/c)
0.79%
0.72%
0.84%

The Governmental Accounting Standards Board (GASB) requires the plan to prepare the Schedule of Funding
Progress using the entry age actuarial cost method. The requirement to present the Schedule of Funding
Progress using the Entry Age actuarial cost method went into affect during the year of the 2007 actuarial
valuation.

See independent auditor's report.
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Schedule of Funding Progress

Actuarial
Valuation
Date
7/1/2014
7/1/2013
7/1/2012

Plan

Actuarial
Value of
Assets
(a)

Teacher Group $
Teacher Group
Teacher Group

Actuarial
Accrued
Liability
(AAL)
(b)

Unfunded
AAL
(UAAL)
(b) - (a)

Funded
Ratio
(a/b)

Covered
Payroll
(c)

UAAL as a
Percentage
of Covered
Payroll
((b-a)/c)

- $ 4,446,000 $ 4,446,000 0.00% $ 10,277,867
5,331,000 0.00%
10,061,519
5,331,000
3,164,000
3,164,000 0.00%
9,665,627

The above schedule is designed to show the extent to which a post employment healthcare plan has been
successful over time in setting aside assets sufficient to cover its actuarial accrued liability.

See independent auditor's report.
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43.26%
52.98%
32.73%

SUPPLEMENTARY AND OTHER INFORMATION

MILAN SPECIAL SCHOOL DISTRICT
OTHER GOVERNMENTAL FUNDS
COMBINING BALANCE SHEET
June 30, 2014
Special Revenue Funds

Assets:
Cash
Accounts receivable
Due from other governments - grants
Inventory
Total assets
Liabilities and Fund Balances:
Liabilities:
Accounts payable
Due to other funds
Total liabilities

Capital
Projects
Fund
$

$

$

Fund balances:
Nonspendable
Inventory
Restricted
Operation of non-instructional services
Assigned
Education
Unassigned
Total fund balances
Total liabilities and
fund balances

$

Federal
Projects
Fund

19,065
-

Centralized
Cafeteria
Fund

Total

78,668
- $
1,630
141,832
22,347
50,114
19,065 $ 141,832 $ 152,759
$

- $
-

210
141,622
141,832

$

97,733
1,630
164,179
50,114
$ 313,656
$

- $
-

210
141,622
141,832

-

-

50,114

50,114

-

-

102,645

102,645

19,065

-

-

19,065

19,065

-

152,759

171,824

19,065

$ 141,832

$ 152,759

$ 313,656

See independent auditor's report.
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Special Revenue Funds

Revenues:
Charges for current services
Interest earned
Other local revenues
State revenue
Federal revenue
Total revenues

Capital
Projects
Fund
$

Expenditures:
Instruction
Support services
Food service
Total expenditures

Federal
Projects
Fund

Centralized
Cafeteria
Fund
Total
- $
- $ 233,667 $ 233,667
21
21
2,538
2,538
10,732
10,732
1,601,248
936,290
2,537,538
21
1,601,248
1,183,227
2,784,496

-

861,628
681,787
1,543,415

21

57,833

(4,768)

53,086

Net changes in fund
balance

21

57,833

(4,768)

53,086

Fund balance - beginning

19,044

Excess (deficiency) of
revenues over (under)
expenditures

1,187,995
1,187,995

861,628
681,787
1,187,995
2,731,410

Other financing sources (uses)
Operating transfers out

Increase (decrease) in
inventory
Fund balance - ending

(57,833)

=
$

19,065 $

See independent auditor's report.
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$

156,492

117,703

1,035

1,035

152,759 $

171,824

MILAN SPECIAL SCHOOL DISTRICT
FEDERAL PROJECTS FUND
SCHEDULE OF REVENUES, EXPENDITURES AND
CHANGES IN FUND BALANCES - BUDGET AND ACTUAL
For The Fiscal Year Then Ended June 30, 2014

Revenues:
Federal through State:
Vocational education Basic grants to states
Title I
Education of the Handicapped - IDEA
IDEA Preschool
English language acquisition grants
Rural Education
Eisenhower
Race to the Top - ARRA
Total federal through state
Total revenues
Expenditures:
Instruction:
Regular instruction program:
Teachers
Aides
Other salaries and wages
Substitute teachers
Non-certified substitute teachers
Social Security
State retirement
Medical insurance
Medicare
Instructional supplies
Other supplies and materials
Equipment

Original
Budget

$

31,692
797,627
557,188
18,730
22,298
62,252
85,901
192,952
1,768,640

Final
Budget

$

31,692
864,965
557,286
19,894
22,298
62,252
85,901
169,226
1,813,514

VarianceOver
(Under)

Actual

$

31,692
786,126
511,622
19,736
22,213
49,171
78,411
102,277
1,601,248

$
(78,839)
(45,664)
(158)
(85)
(13,081)
(7,490)
(66,949)
(212,266)

1,768,640

1,813,514

1,601,248

(212,266)

104,900
134,500
158,200
610
9,500
25,764
28,229
35,000
6,581
85,850
6,234
61,300
656,668

109,884
145,879
2,645
920
7,000
13,786
12,265
22,775
3,629
91,313
300
73,024
483,420

94,558
129,729
2,645
673
6,793
12,598
11,156
19,996
3,156
62,180
300
47,004
390,788

(15,326)
(16,150)

See independent auditor's report.
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(247)
(207)
(1,188)
(1,109)
(2,779)
(473)
(29,133)
(26,020)
(92,632)

MILAN SPECIAL SCHOOL DISTRICT
FEDERAL PROJECTS FUND
SCHEDULE OF REVENUES, EXPENDITURES AND
CHANGES IN FUND BALANCES - BUDGET AND ACTUAL
For The Fiscal Year Then Ended June 30, 2014

Original
Budget
Special education program:
Aides
Other salaries and wages
Substitute teachers
Non-certified substitute teachers
Social Security
State retirement
Medical Insurance
Medicare
Other contracted services
Instructional supplies
Special education equipment

$

Vocational education program:
Instructional supplies and materials
Other supplies and materials
Equipment

Total instruction
Support Services:
Other student support:
Secretary
Other salaries and wages
Social security
State retirement
Medical insurance
Medicare
Corn mu n cation
Contracts with other school systems
Travel
Other contracted services
Other supplies and materials
In-service/staff development
Other charges

260,000
44,000
1,500
3,300
18,351
12,650
72,218
4,620
38,900
16,398
22,500
494,437

Final
Budget
$

246,101
42,800
4,320
8,900
17,150
11,013
69,664
4,125
36,500
33,220
16,301
490,094

VarianceOver
(Under)

Actual
$

243,756
39,023
2,810
4,620
15,157
10,092
64,625
3,545
35,749
20,363
14,252
453,992

$

(2,345)
(3,777)
(1,510)
(4,280)
(1,993)
(921)
(5,039)
(580)
(751)
(12,857)
(2,049)
(36,102)

1,990
792
11,000
13,782

1,801
975
14,072
16,848

1,801
975
14,072
16,848

1,164,887

990,362

861,628

(128,734)

11,146
55,335
2,242
1,570
4,500
937
1,500
17,951
19,125
14,600
10,000
7,000
14,500
160,406

11,146
108,335
5,122
6,556
10,600
1,621
1,500
17,951
16,831
14,600
9,003
7,000
16,111
226,376

6,811
96,938
4,100
5,641
10,434
1,362
1,455
16,740
15,772
13,680
4,744
5,337
7,972
190,986

(4,335)
(11,397)
(1,022)
(915)
(166)
(259)
(45)
(1,211)
(1,059)
(920)
(4,259)
(1,663)
(8,139)
(35,390)

See independent auditor's report.
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Original
Budget
Regular instruction program:
Supervisor/director
Secretary(s)
Other salaries and wages
Non-certified substitute teachers
Social Security
State retirement
Medical insurance
Medicare
Travel
Other contracted services
Other supplies and materials
In-service-staff development
Other charges
Equipment

Special education program:
Secretary(s)
Social Security
State retirement
Medical Insurance
Medicare
Travel
Other contracted services
Other supplies and materials
In-service-staff development

Vocational education program:
Travel
Other charges

Total support services
Total expenditures

$

30,886
12,100
220,705
550
15,142
19,929
5,880
2,607
3,000
2,000
11,517
37,196
300
5,470
367,282

Final
Budget
$

31,800
12,300
320,473
550
21,157
29,619
8,750
5,066
1,800
2,000
32,413
41,781
250
5,070
513,029

8,700
510
300
120
2,200
55,100
3,250
6,300
76,480

VarianceOver
(Under)

Actual
$

31,726
12,300
270,913
28
17,613
25,204
8,703
4,134
481
1,440
18,459
22,218

$

(74)

4,315
417,534

(49,560)
(522)
(3,544)
(4,415)
(47)
(932)
(1,319)
(560)
(13,954)
(19,563)
(250)
(755)
(95,495)

9,000
550
310
290
285
1,529
55,000
4,521
10,600
82,085

9,000
526
308
284
123
202
49,741
3,573
8,608
72,365

(24)
(2)
(6)
(162)
(1,327)
(5,259)
(948)
(1,992)
(9,720)

792

1,345
239
1,584

112.
902

792
110
902

605,752

822,392

681,787

(140,605)

1,770,639

1,812,754

1,543,415

(269,339)

See independent auditor's report.
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SCHEDULE OF REVENUES, EXPENDITURES AND
CHANGESINFUNDBALANCES-BUDGETANDACTUAL
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Original
Budget
Net changes in fund balance

$

Final
Budget

(1,999) $

Actual

760 $

57,833 $
(57,833)

Fund balance - beginning
Fund balance - ending

$

See independent auditor's report.
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VarianceOver
(Under)
57,073

MILAN SPECIAL SCHOOL DISTRICT
CENTRALIZED CAFETERIA FUND
SCHEDULE OF REVENUES, EXPENDITURES AND
CHANGES IN FUND BALANCES - BUDGET AND ACTUAL
For The Fiscal Year Then Ended June 30, 2014

Revenues:
Charges for current services:
Lunch payments - children
Lunch payments - adults
A La Carte sales
Other charges for services

Other revenues:
Miscellaneous
Interest earned

State education funds:
School food service
Federal through State:
USDA - lunch
USDA - commodities (non-cash)
USDA - breakfast
USDA - other

Total revenues
Expenditures:
Food service:
Director
Clerical personnel
Cafeteria personnel
Other salaries & wages
Non-certified substitute teachers
Social Security
State retirement
Medical insurance
Medicare liability
Communication
Dues and memberships
Licenses
Maintenance & repair
Pest control

Original
Budget

Final
Budget

Actual

VarianceOver
(Under)

$ 200,000 $ 200,000 $ 136,645 $ (63,355)
31,500
31,500
23,353
(8,147)
80,000
80,000
64,360
(15,640)
15,000
15,000
9,309
(5,691)
326,500
326,500
233,667
(92,833)

100
100

100
100

2,470
68
2,538

2,470
(32)
2,438

12,000

12,000

10,732

(1,268)

480,000
65,000
284,000
16,800
845,800

480,000
65,000
284,000
16,800
845,800

552,669
79,534
288,669
15,418
936,290

72,669
14,534
4,669
(1,382)
90,490

1,184,400

1,184,400

1,183,227

(1,173)

59,443
10,033
320,503
3,000
5,000
20,155
11,085
54,376
4,714
591
12,500
-

58,233
10,493
319,503
12,300
22,540
12,093
44,408
5,546
591
500
8,150
5,115
720

58,233
10,477
319,362
12,035
22,136
11,691
44,418
5,182
584
295
8,140
4,988
720

(16)
(141)
(265)
(404)
(402)
10
(364)
(7)
(205)
(10)
(127)
-

See independent auditor's report.
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Original
Budget

Final
Budget

Actual

Travel
Postal charges
Permits
Custodial supplies
Food preperation supplies
Food supplies
Office supplies
Uniforms
USDA - commodities (non-cash)
Other supplies & materials
In service/staff development
Other charges
Equipment
Total expenditures

$

2,000
545,000
65,000
57,500
1,500
4,000
8,000
1,184,400

$

2,500
300
250
9,800
45,550
549,080
100
1,600
65,000
1,900
3,790
380
3,958
1,184,400

Net changes in fund balance

$

-

$

-

$

Fund balance - beginning

2,393
184
240
9,599
45,659
540,623
56
1,567
79,534
1,897
3,645
379
3,958
1,187,995

$

(107)
(116)
(10)
(201)
109
(8,457)
(44)
(33)
14,534
(3)
(145)
(1)
3,595

(4,768) $

(4,768)

156,492
1,035

Increase (decrease) in inventory
Fund balance-ending

$

See independent auditor's report.
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VarianceOver
(Under)

152,759

MILAN SPECIAL SCHOOL DISTRICT
EDUCATION CAPITAL PROJECTS FUND
SCHEDULE OF REVENUES, EXPENDITURES AND
CHANGES IN FUND BALANCES - ACTUAL
For The Fiscal Year Then Ended June 30,2014

Revenues:
Other local revenues:
Interest earned

$

21

21

Excess (deficiency) of revenues over (under) expenditures

19,044

Fund balance - beginning
Fund balance - ending

$

See independent auditor's report.
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MILAN SPECIAL SCHOOL DISTRICT
SCHEDULE OF PROPERTY TAX RATES AND ASSESSMENTS - PAST TEN YEARS
June 30, 2014

Year Ended
June, 30

Tax Rates

2014
2013
2012
2011
2010
2009
2008
2007
2006
2005
2004

The following is the tax levied January 1, 2014:
2015

Assessments

Tax Levy

$ 175,188,027
175,860,018
175,774,003
175,267,174
155,854,061
159,464,081
152,075,084
158,879,223
152,057,840
142,773,666
139,720,712

$ 3,223,460
3,235,824
3,234,242
3,224,916
2,867,715
3,189,282
3,056,709
3,193,472
3,056,363
2,869,751
2,934,135

$

1.84
1.84
1.84
1.84
1.84
2.00
2.01
2.01
2.01
2.01
2.10

$

1.84 $ 176,271,861 $ 3,243,402

See independent auditor's report.
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MILAN SPECIAL SCHOOL DISTRICT
SCHEDULE OF LONG-TERM DEBT
June 30, 2014

Bonds

Year Ended
June 30,
2015
2016
2017
2018
2019
2020
2021
2022
2023
2024

Series 2005
Principal
Interest

Series 2008
Principal
Interest

Total Requirements
Principal
Interest

Total

700,000 $ 353,362 $ 1,053,362
$ 600,000 $
312,812 $
100,000 $
40,550 $
1,072,213
745,000
327,213
645,000
290,313
100,000
36,900
790,000
299,375
1,089,375
266,125
100,000
33,250
690,000
269,500
1,099,500
100,000
29,250
830,000
730,000
240,250
237,395
1,112,395
875,000
775,000
212,145
100,000
25,250
203,170
1,123,170
920,000
100,000
21,250
820,000
181,920
1,126,780
960,000
166,780
17,250
149,530
100,000
860,000
1,128,130
1,000,000
128,130
13,000
115,130
100,000
900,000
1,132,880
1,045,000
87,880
8,750
79,130
100,000
945,000
1,129,760
44,760
1,085,000
100,000
4,375
985,000
40,385
$ 7,950,000 $ 1,887,740 $ 1,000,000 $ 229,825 $ 8,950,000 $ 2,117,565 $ 11,067,565

See independent auditor's report.
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MILAN SPECIAL SCHOOL DISTRICT
SCHEDULE OF SALARIES AND BONDS
June 30, 2014

Bond
Director of Schools

$

431,213 *

*All other employees of the school district are covered by a fidelity bond of $150,000 for each occurrence.

See independent auditor's report.
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MILAN SPECIAL SCHOOL DISTRICT
SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS
For The Fiscal Year Then Ended June 30, 2014

Federal Grantor/Pass-Through Grantor
U.S. Department of Agriculture
Pass-through the Tennessee Department of Education
School Breakfast Program
National School Lunch Program - Snack
National School Lunch Program
Food-Distribution - Commodities

Federal
CFDA
Number

Agency or
Pass-through
Number

10.553*

N/A

10 555*

N/A
N/A
N/A

10555*
10.555*

Special Education - Preschool Grants:
IDEA Preschool
Preschool Program - Discretionary
Preschool Program - Discretionary

$

288,669
15,418
552,669
79,534
647,621
936,290

Total U.S. Department of Agriculture
U.S. Department of Education
Pass-through the Tennessee Department of Education
Special Education - Grants to States
IDEA, Part B
IDEA, discretionary - graduation rate
IDEA, Autism
Additional Special Education Funds

Expenditures

84.027* SOl
84.027*
84.027*
84.027*

84173*
84173*
84.173*

OA1 30042
ED# 3067
ED# 3067
ED# 3065

N/A
N/A
N/A

449,222
48,455
13,945
16,458
528,080
17,203
1,952
581
19,736
547,816

Total special education grants
State Fiscal Stabilization Fund
ARRA - SFSF Race to the Top
ARRA - SFSF Race to the Top

84.395* S395A100032
84.395* S395A1 00032

22,619
79,658
102,277

Title I, Grants to Local Education Agencies
Part A
Focus

84.010 S010A120042
84.010
SOl 0A110042

519,706
209,944
729,650

Office of Vocational and Adult Education
Career and Technical Education Basic Grants to States

84.048

See independent auditor's report.
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47131

31,692

MILAN SPECIAL SCHOOL DISTRICT
SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS (Cont.)
For The Fiscal Year Then Ended June 30, 2014

Federal Grantor/Pass-Through Grantor

Federal
CFDA
Number

U.S. Department of Education (Cont.)
Pass-through the Tennessee Department of Education (Cont.)
English Language Acquisition Grants
Title Ill, Part A
84.365
Office of Elementary and Secondary Education
Improving Teacher Quality State Grants
Rural Education

Agency or
Pass-through
Number

Expenditures

S365A1 20042 $

20,858

84.367

S367A1 20040

78,411

84.358

S358B120042

49,171
1,559,875

Total US Department of Education

Total federal awards

$

2,496,165

*Major federal financial assistance program.
Basis of Presentation:
The accompanying Schedule of Federal Awards and State Financial Assistance summarizes the
expenditures of the District under programs of the federal and state governments for the year ended
June 30, 2014. The schedule is presented using the modified accrual basis of accounting.

See independent auditor's
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report.

MILAN SPECIAL SCHOOL DISTRICT
SCHEDULE OF STATE FINANCIAL ASSISTANCE
For The Fiscal Year Then Ended June 30, 2014

State Grantor

Expenditures

Tennessee Department of Education
n

Special Programs - Early Childhood

$

509,546

Energy Efficient Grant

7,525

Safe Schools

12,816

SSMS

5,426

ACT/Explore Testing

5,176

Coordinated School Health

74,800

Internet ConnectTN

5,919

Technology Fund

156,130

Total State Awards

$

777,338

Basis of Presentation:
The accompanying Schedule of Federal Awards and State Financial Assistance summarizes the
expenditures of the District under programs of the federal and state governments for the year ended
June 30, 2014. The schedule is presented using the modified accrual basis of accounting.

See independent auditor's report.
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INTERNAL CONTROL AND COMPLIANCE SECTION

Members of:
American Society of Certified Public Accountants
A/CPA Center for Public Company Audit Firms
A/CPA GovernmentalAudit Quality Center
A/CPA Employee Benefit Plan Audit Quality Center
Tennessee Society of Certified Public Accountants
Kentucky Society of Certified Public Accountants

ALEXANDER
THOMPSON
ARNOLD
PLIC

Certified Public Accountants
OffIces in Tennessee & Kentucky

227 Oil Well Rd.
Jackson, TN 38305
Phone 731.427.8571
Fax 731.424.5701

www.atacpa.net

Independent Auditor's Report on Internal Control Over Financial Reporting
and on Compliance and Other Matters Based on an Audit of Financial
Statements Performed in Accordance With Government Auditing Standards
Members of the Board of Education
Milan Special School District
Milan, 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, each major fund, and the aggregate remaining fund information of Milan Special School
District as of and for the year ended June 30, 2014, and the related notes to the financial statements,
which collectively comprise the Milan Special School District's basic financial statements and have
issued our report thereon dated November 14, 2014.
Internal Control Over Financial Reporting
In planning and performing our audit of the financial statements, we considered Milan Special School
District'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 Milan Special
School District's internal control. Accordingly, we do not express an opinion on the effectiveness of
Milan Special School District'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.

Compliance and Other Matters
As part of obtaining reasonable assurance about whether Milan Special School District's financial
statements are free of material misstatement, we performed tests of its compliance with certain
provisions of laws, regulations, contracts and grant agreements, noncompliance with which could have
a direct and material effect on the determination of financial statement amounts. However, providing an
opinion on 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.
We noted other matters involving the internal control and its operation that we reported to management
of the District in a separate letter dated November 14, 2014.
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.

O.n
Jackson, Tennessee
November 14, 2014

Ad PLL. C

Members of:
American Society of Certified Public Accountants
A/CPA Center for Public Company Audit Firms
A/CPA Governmental Audit Quality Center
AICPA Employee Benefit P/an Audit Quality Center
Tennessee Society of Certified Public Accountants
Kentucky Society of Certified Public Accountants

ALEXANDER
THOMPSON
ARNOLD
PLLc

Certified Public Accountants
Offices in Tennessee & Kentucky

227 Oil Well Rd.
Jackson, TN 38305
Phone 731.427.8571
Fax 731.424.5701

www.atacpa.net

Independent Auditor's Report on Compliance for Each Major
Program and Report on Internal Control over Compliance as
Required by 0MB Circular A-133

Members of the Board of Education
Milan Special School District
Milan, Tennessee
Report on Compliance for Each Major Federal Program
We have audited Milan Special School District's compliance with the types of compliance requirements
described in the 0MB Circular A-133 Compliance Supplement that could have a direct and material
effect on each of Milan Special School District's major federal programs for the year ended June 30,
2014. Milan Special School District'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 the requirements of laws, regulations, contracts, and
grants applicable to its federal programs.
Auditor's Responsibility
Our responsibility is to express an opinion on compliance for each of Milan Special School District'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 0MB Circular A-133, Audits of
States, Local Governments, and Non-Profit Organizations. Those standards and 0MB Circular A-133
require that we plan and perform the audit to obtain reasonable assurance about whether
noncompliance with the types of compliance requirements referred to above that could have a direct
and material effect on a major federal program occurred. An audit includes examining, on a test basis,
evidence about Milan Special School District'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 Milan Special School
District's compliance.
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Opinion on Each Major Federal Program
In our opinion, Milan Special School District 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, 2014.
Report on Internal Control Over Compliance
Management of Milan Special School District 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 Milan Special School District'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 0MB Circular A-133, but
not for the purpose of expressing an opinion on the effectiveness of internal control over compliance.
Accordingly, we do not express an opinion on the effectiveness of Milan Special School District'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
0MB Circular A-133. Accordingly, this report is not suitable for any other purpose.

P LL- C
Jackson, Tennessee
November 14, 2014
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MILAN SPECIAL SCHOOL DISTRICT
SCHEDULE OF FINDINGS AND QUESTIONED COSTS
June 30,2014
SECTION I - SUMMARY OF AUDITOR'S RESULTS
Financial Statements
Type of auditor's report issued:
Internal control oer financial reporting:

Unmodified

Material weakness(es) identified?

X

no

X

none reported

X

no

x

no

X

none reported

_________yes
Significant deficiency(ies) identified?
__________yes
Noncompliance material to financial statements noted?
yes
Federal Awards
Internal control over major programs:
Material weakness(es) identified?
Significant deficiency(ies) identified?
Type of auditor's report issued on compliance

_________yes
__________yes

for major programs:
Any audit findings disclosed that are required
to be reported in accordance with

Unmodified

Section 510(a) of Circular A-133?
_________yes
Identification of major programs:
CFDA Number
Name of Federal Program or Cluster:
School Lunch/Breakfast Program Cluster (USDA):
10.553
School Breakfast Program
10.555
National School Lunch Program
Special Education Cluster (IDEA):
Special Education - Grants to States
Special Education - Preschool grants
ARRA - SFSF Race to the Top
Dollar threshold used to distinguish between
type A and type B programs:

X

no

84.027
84.173
84.395

Auditee qualified as low-risk auditee?

$300,000
X

yes

SECTION II— FINANCIAL STATEMENT FINDINGS
None reported.
SECTION III - FEDERAL AWARD FINDINGS AND QUESTIONED COSTS
None reported.
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no

MILAN SPECIAL SCHOOL DISTRICT
SCHEDULE OF PRIOR YEAR FINDINGS AND QUESTIONED COSTS
June 30, 2014

FINANCIAL STATEMENT FINDINGS
None reported.
FEDERAL AWARD FINDINGS AND QUESTIONED COSTS
None reported.
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APPENDIX D

BOND INSURANCE AND SPECIMEN MUNICIPAL BOND INSURANCE
POLICY

BOND INSURANCE

BOND INSURANCE POLICY
Concurrently with the issuance of the Bonds, Build America Mutual Assurance Company (“BAM”) will
issue its Municipal Bond Insurance Policy for the Bonds (the “Policy”). The Policy guarantees the
scheduled payment of principal of and interest on the Bonds when due as set forth in the form of the
Policy included as an exhibit to this Official Statement.
The Policy is not covered by any insurance security or guaranty fund established under New York,
California, Connecticut or Florida insurance law.
BUILD AMERICA MUTUAL ASSURANCE COMPANY
BAM is a New York domiciled mutual insurance corporation. BAM provides credit enhancement
products solely to issuers in the U.S. public finance markets. BAM will only insure obligations of states,
political subdivisions, integral parts of states or political subdivisions or entities otherwise eligible for the
exclusion of income under section 115 of the U.S. Internal Revenue Code of 1986, as amended. No
member of BAM is liable for the obligations of BAM.
The address of the principal executive offices of BAM is: 200 Liberty Street, 27th Floor, New York, New
York 10281, its telephone number is: 212-235-2500, and its website is located at:
www.buildamerica.com.
BAM is licensed and subject to regulation as a financial guaranty insurance corporation under the laws of
the State of New York and in particular Articles 41 and 69 of the New York Insurance Law.
BAM’s financial strength is rated “AA/Stable” by Standard and Poor’s Ratings Services, a Standard &
Poor’s Financial Services LLC business (“S&P”). An explanation of the significance of the rating and
current reports may be obtained from S&P at www.standardandpoors.com. The rating of BAM should
be evaluated independently. The rating reflects the S&P’s current assessment of the creditworthiness of
BAM and its ability to pay claims on its policies of insurance. The above rating is not a recommendation
to buy, sell or hold the Bonds, and such rating is subject to revision or withdrawal at any time by S&P,
including withdrawal initiated at the request of BAM in its sole discretion. Any downward revision or
withdrawal of the above rating may have an adverse effect on the market price of the Bonds. BAM only
guarantees scheduled principal and scheduled interest payments payable by the issuer of the Bonds on the
date(s) when such amounts were initially scheduled to become due and payable (subject to and in
accordance with the terms of the Policy), and BAM does not guarantee the market price or liquidity of
the Bonds, nor does it guarantee that the rating on the Bonds will not be revised or withdrawn.
Capitalization of BAM
BAM’s total admitted assets, total liabilities, and total capital and surplus, as of December 31, 2014 and
as prepared in accordance with statutory accounting practices prescribed or permitted by the New York
State Department of Financial Services were $475.7 million, $26.9 million and $448.8 million,
respectively.
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BAM is party to a first loss reinsurance treaty that provides first loss protection up to a maximum of 15%
of the par amount outstanding for each policy issued by BAM, subject to certain limitations and
restrictions.
BAM’s most recent Statutory Annual Statement, which has been filed with the New York State Insurance
Department and posted on BAM’s website at www.buildamerica.com, is incorporated herein by reference
and may be obtained, without charge, upon request to BAM at its address provided above (Attention:
Finance Department). Future financial statements will similarly be made available when published.
BAM makes no representation regarding the Bonds or the advisability of investing in the Bonds. In
addition, BAM has not independently verified, makes no representation regarding, and does not accept
any responsibility for the accuracy or completeness of this Official Statement or any information or
disclosure contained herein, or omitted herefrom, other than with respect to the accuracy of the
information regarding BAM, supplied by BAM and presented under the heading “BOND INSURANCE
AND SPECIMEN MUNICIPAL BOND INSURANCE POLICY”.
Additional Information Available from BAM
Credit Insights Videos. For certain BAM-insured issues, BAM produces and posts a brief Credit Insights
video that provides a discussion of the obligor and some of the key factors BAM’s analysts and credit
committee considered when approving the credit for insurance. The Credit Insights videos are easily
accessible on BAM's website at buildamerica.com/creditinsights/.
Obligor Disclosure Briefs. Subsequent to closing, BAM posts an Obligor Disclosure Brief on every issue
insured by BAM, including the Bonds. BAM Obligor Disclosure Briefs provide information about the
gross par insured by CUSIP, maturity and coupon; sector designation (e.g. general obligation, sales tax);
a summary of financial information and key ratios; and demographic and economic data relevant to the
obligor, if available. The Obligor Disclosure Briefs are also easily accessible on BAM's website at
buildamerica.com/obligor/.
Disclaimers. The Obligor Disclosure Briefs and the Credit Insights videos and the information contained
therein are not recommendations to purchase, hold or sell securities or to make any investment decisions.
Credit-related and other analyses and statements in the Obligor Disclosure Briefs and the Credit
Insights videos are statements of opinion as of the date expressed, and BAM assumes no responsibility to
update the content of such material. The Obligor Disclosure Briefs and Credit Insight videos are
prepared by BAM and have not been reviewed or approved by the issuer of or the underwriter for the
Bonds, and they assume no responsibility for their content.
BAM receives compensation (an insurance premium) for the insurance that it is providing with respect to
the Bonds. Neither BAM nor any affiliate of BAM has purchased, or committed to purchase, any of the
Bonds, whether at the initial offering or otherwise.
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MUNICIPAL BOND
INSURANCE POLICY

ISSUER: [NAME OF ISSUER]

Policy No: _____

MEMBER: [NAME OF MEMBER]
BONDS: $__________ in aggregate principal
amount of [NAME OF TRANSACTION]
[and maturing on]

Effective Date: _________
Risk Premium: $_________
Member Surplus Contribution: $_________
Total Insurance Payment: $_________

BUILD AMERICA MUTUAL ASSURANCE COMPANY (“BAM”), for consideration received, hereby UNCONDITIONALLY
AND IRREVOCABLY agrees to pay to the trustee (the “Trustee”) or paying agent (the “Paying Agent”) for the Bonds named above (as set
forth in the documentation providing for the issuance and securing of the Bonds), for the benefit of the Owners or, at the election of BAM,
directly to each Owner, subject only to the terms of this Policy (which includes each endorsement hereto), that portion of the principal of and
interest on the Bonds that shall become Due for Payment but shall be unpaid by reason of Nonpayment by the Issuer.
On the later of the day on which such principal and interest becomes Due for Payment or the first Business Day following the
Business Day on which BAM shall have received Notice of Nonpayment, BAM will disburse (but without duplication in the case of duplicate
claims for the same Nonpayment) to or for the benefit of each Owner of the Bonds, the face amount of principal of and interest on the Bonds
that is then Due for Payment but is then unpaid by reason of Nonpayment by the Issuer, but only upon receipt by BAM, in a form reasonably
satisfactory to it, of (a) evidence of the Owner’s right to receive payment of such principal or interest then Due for Payment and (b) evidence,
including any appropriate instruments of assignment, that all of the Owner’s rights with respect to payment of such principal or interest that is
Due for Payment shall thereupon vest in BAM. A Notice of Nonpayment will be deemed received on a given Business Day if it is received
prior to 1:00 p.m. (New York time) on such Business Day; otherwise, it will be deemed received on the next Business Day. If any Notice of
Nonpayment received by BAM is incomplete, it shall be deemed not to have been received by BAM for purposes of the preceding sentence,
and BAM shall promptly so advise the Trustee, Paying Agent or Owner, as appropriate, any of whom may submit an amended Notice of
Nonpayment. Upon disbursement under this Policy in respect of a Bond and to the extent of such payment, BAM shall become the owner of
such Bond, any appurtenant coupon to such Bond and right to receipt of payment of principal of or interest on such Bond and shall be fully
subrogated to the rights of the Owner, including the Owner’s right to receive payments under such Bond. Payment by BAM either to the
Trustee or Paying Agent for the benefit of the Owners, or directly to the Owners, on account of any Nonpayment shall discharge the
obligation of BAM under this Policy with respect to said Nonpayment.
Except to the extent expressly modified by an endorsement hereto, the following terms shall have the meanings specified for all
purposes of this Policy. “Business Day” means any day other than (a) a Saturday or Sunday or (b) a day on which banking institutions in the
State of New York or the Insurer’s Fiscal Agent (as defined herein) are authorized or required by law or executive order to remain closed.
“Due for Payment” means (a) when referring to the principal of a Bond, payable on the stated maturity date thereof or the date on which the
same shall have been duly called for mandatory sinking fund redemption and does not refer to any earlier date on which payment is due by
reason of call for redemption (other than by mandatory sinking fund redemption), acceleration or other advancement of maturity (unless BAM
shall elect, in its sole discretion, to pay such principal due upon such acceleration together with any accrued interest to the date of
acceleration) and (b) when referring to interest on a Bond, payable on the stated date for payment of interest. “Nonpayment” means, in respect
of a Bond, the failure of the Issuer to have provided sufficient funds to the Trustee or, if there is no Trustee, to the Paying Agent for payment
in full of all principal and interest that is Due for Payment on such Bond. “Nonpayment” shall also include, in respect of a Bond, any payment
made to an Owner by or on behalf of the Issuer of principal or interest that is Due for Payment, which payment has been recovered from such
Owner pursuant to the United States Bankruptcy Code in accordance with a final, nonappealable order of a court having competent jurisdiction.
“Notice” means delivery to BAM of a notice of claim and certificate, by certified mail, email or telecopy as set forth on the attached Schedule or
other acceptable electronic delivery, in a form satisfactory to BAM, from and signed by an Owner, the Trustee or the Paying Agent, which notice
shall specify (a) the person or entity making the claim, (b) the Policy Number, (c) the claimed amount, (d) payment instructions and (e) the date such
claimed amount becomes or became Due for Payment. “Owner” means, in respect of a Bond, the person or entity who, at the time of Nonpayment, is
entitled under the terms of such Bond to payment thereof, except that “Owner” shall not include the Issuer, the Member or any other person or entity
whose direct or indirect obligation constitutes the underlying security for the Bonds.

BAM may appoint a fiscal agent (the “Insurer’s Fiscal Agent”) for purposes of this Policy by giving written notice to the Trustee, the
Paying Agent, the Member and the Issuer specifying the name and notice address of the Insurer’s Fiscal Agent. From and after the date of receipt of
such notice by the Trustee, the Paying Agent, the Member or the Issuer (a) copies of all notices required to be delivered to BAM pursuant to this
Policy shall be simultaneously delivered to the Insurer’s Fiscal Agent and to BAM and shall not be deemed received until received by both and (b) all
payments required to be made by BAM under this Policy may be made directly by BAM or by the Insurer’s Fiscal Agent on behalf of BAM. The
Insurer’s Fiscal Agent is the agent of BAM only, and the Insurer’s Fiscal Agent shall in no event be liable to the Trustee, Paying Agent or any Owner
for any act of the Insurer’s Fiscal Agent or any failure of BAM to deposit or cause to be deposited sufficient funds to make payments due under this
Policy.
To the fullest extent permitted by applicable law, BAM agrees not to assert, and hereby waives, only for the benefit of each Owner, all
rights (whether by counterclaim, setoff or otherwise) and defenses (including, without limitation, the defense of fraud), whether acquired by
subrogation, assignment or otherwise, to the extent that such rights and defenses may be available to BAM to avoid payment of its obligations under
this Policy in accordance with the express provisions of this Policy. This Policy may not be canceled or revoked.
This Policy sets forth in full the undertaking of BAM and shall not be modified, altered or affected by any other agreement or instrument,
including any modification or amendment thereto. Except to the extent expressly modified by an endorsement hereto, any premium paid in respect of
this Policy is nonrefundable for any reason whatsoever, including payment, or provision being made for payment, of the Bonds prior to maturity.
This Policy is being issued under and pursuant to, and shall be construed under and governed by, the laws of the State of New York, without regard
to conflict of law provisions. THIS POLICY IS NOT COVERED BY THE PROPERTY/CASUALTY INSURANCE SECURITY FUND
SPECIFIED IN ARTICLE 76 OF THE NEW YORK INSURANCE LAW. THIS POLICY IS ISSUED WITHOUT CONTINGENT MUTUAL
LIABILITY FOR ASSESSMENT.
In witness whereof, BUILD AMERICA MUTUAL ASSURANCE COMPANY has caused this Policy to be executed on its behalf by its
Authorized Officer.

BUILD AMERICA MUTUAL ASSURANCE COMPANY
By:

_______________________________________
Authorized Officer
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Notices (Unless Otherwise Specified by BAM)
Email:
claims@buildamerica.com
Address:
1 World Financial Center, 27th floor
200 Liberty Street
New York, New York 10281
Telecopy:
212-962-1524 (attention: Claims)
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