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JOHN R. POOLE, CPA
CERTIFIED PUBLIC ACCOUNTANT

134 NORTHLAKE DRIVE
HENDERSONVILLE, TN 37075

(615) B22-4177

Independent Auditor’s Report

Mayor and Members of the City Council
City of Loretto, Tennessce
Loretto, Tennessce

Report on the Audit of the Financial Statcments
Opinions

[ have audited the accompanying financial statements of the governmental activitics, the business-type
activities, and each major fund of the City of Loretto, Tennessee (the “City™), as of and for the year
ended June 30, 2025, and the related notes to the financial statements, which collectively comprise the
City's basic financial statements as listed in the table of contents.

In my opinion, the financial statements referred to above present fairly, in all material respects, the
respective financial position of the governmental activitics, the business-type activities, and cach major
fund of the City, as of June 30, 2025, and the respective changes in (inancial position, and the respective
budgetary comparison for the General Fund and the State Street Aid Fund for the year then ended and,
where applicable, cash flows thercof for the yecar then ended in accordance with accounting principles
generally accepted in the United States of America.

Basis for Opinions

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

Responsibilities of Management for the Financial Statements

Management is responsible lor the preparation and fair presentation of the financial statements in
accordance with accounting principles gencrally aceepted in the United States of America, and for the
design, implementation, and maintenance of internal control releyant Lo the preparation and fair
presentation of [inancial statements that are free from material misstatement, whether due to fraud or
error,

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



Auditor’s Responsibilities for the Audit of the Financial Statements

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

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

% Exercise professional judgment and maintain professional skepticism throughout the audit,

% ldentily and assess the risks of material misstatement of the financial statements, whether due
to fraud or error. and design and perform audit procedures responsive to those risks. Such
procedures include examining, on a test basis, evidence regarding the amounts and disclosures
in the financial statcments,

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

% livaluate the appropriateness of accounting policics used and the reasonableness of significant
accounting estimates made by management, as well as evaluate the overall presentation of the
[inancial statements.

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

1 am required to communicate with those charged with governance regarding, among other matters,
the planned scope and timing of the audit, significant audit findings, and certain internal control-related
matters that 1 identified during the audit,

Required Supplementary Information

Accounting principles generally accepted in the United States of America require that the Required
Supplementary Information, which includcs Management’s Discussion and Analysis, the Schedule ol
Changes in Net Pension Liability (Asset), the Schedule of Contributions to the Employee Pension Plan,
and the Schedule of Changes in Total Liability and Related Ratios, be presented to supplement the
basic financial statements. Such information is the responsibility of management and, although not a
part of the basic financial statements, is required by the Governmental Accounting Standards Board
who considers it to be an essential part of financial reporting lor placing the basic [inancial statements
in an appropriate operational, economic, or historical context. | 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 inlormation and comparing the information for consistency with management’s



responses to my inquiries, the basic financial statements, and other knowledge [ obtained during my
audit of the basic financial statements. I do not express an opinion or provide any assurance on the
information because the limited procedures do not provide me with sufficient evidence to express an
opinion or provide any assurance.

Supplementary Information

My audit was conducted for the purposc of forming opinions on the financial statements that
collectively comprise the Town’s basic financial statements. The Schedule of Expenditures of Federal
Awards, as required by Title 2 U.S, Code of Federal Regulations Part 200, Uniform Administration
Requirements, Cost Principles, and Audit Requirements for Federal Awards, and the other
supplementary information are presented for purposes of additional analysis and are not a required part
of the basic financial statements, The supplementary information scetion, as listed in the table of
contents, is presented lor purposes ol additional analysis and is not a required part of the basic financial
statements. Such information is the responsibility of management and was derived [rom and relates
directly to the underlying accounting and other records used to prepare the basic financial statements.
The information has been subjected to the auditing procedures applied in the audit of the basic linancial
statements and certain additional procedures, including comparing and reconciling such information
directly to the underlying accounting and other records used to prepare the basic financial statements
or to the basic financial statements themselves, and other additional procedures in accordance with
auditing standards generally accepted in the United States of America, In my opinion, the
supplementary information is fairly stated in all material respects in relation to the basic financial
statements as a whole.

Other Information — Introductory Section

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

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

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, 1 have also issued my report dated December 15,
2025, on my consideration of the City’s internal control over financial reporting and on my tests of its
compliance with certain provisions of laws, regulations, contracts and grant agrecments and other
matters. The purpose of that report is solely to describe the scope of my testing of internal control over
financial reporting and compliance and the results of that testing, and not to provide an opinion on the
effectiveness of the City's internal control over financial reporting or on compliance. That report is an
integral part of an audit performed in accordance with Government Auditing Standards in considering
the City’s internal control over linancial reporting and compliance.

Join R Povke, Cpiy

December 15, 2025
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CITY OF LORETTO, TENNESSEE
Management’s Discussion and Analysis

As management of the City of Loretto, Tennessce (the City) we offer readers of the City’s financial
statements this narrative overview and analysis of the [inancial activities of the City for the fiscal
year ended June 30, 2025. The analysis [ocuses on significant financial position, budget changes
and variances from the budget, and specific issues related to funds and the economic factors
affecting the City. Management’s Discussion and Analysis (MD&A) focuses on current year
activities and resulting changes.

Financial Highlights:

The assets of the City of Loretto exceeded its liabilitics at the close of the most recent fiscal year
by $10,436,387. Of this amount, $814,664 (unrestricted net posiiion) may be used to meet the
government’s ongoing obligations fo citizens and creditors.

The government’s total net position increased by $1,140,572, as the City’s grant revenues
increased as compared to the prior year. The City’s total revenues increased $94,385 due to
increases in grant revenues and user-related revenues from increased usage. Expenses were higher
in the current year due to increased repair and maintenance expenses and grant activities, The
governmental funds showed an increase in net position of $535,117 due to keeping expenses within
budgeted levels. As of the close of the current fiscal year, the City’s governmental funds reported
combined ending fund balances of $403,260.

At the end of the current fiscal year, unassigned fund balance of the General Fund was $134,945
or 5% of the total general fund expenditures.

The City’s business-like activities total net position increased by $605,455 due to increased grant
revenues and user-related fees,

The City’s total debt increased by $766,917 as the City borrowed for several capital asset
purchases. The City paid $104,909 to reduce governmental debt and $137,327 to reduce enterprise
fund debt. All of the City’s debt is paying as scheduled.

Overview of the Financial Statements:

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



Government-wide financial statements. The government-wide financial statements are designed
to provide readers with a broad overview of the City’s finances, in @ manner similar to a private-
sector business., The Statement of Net Position presents information on all the City’s assets and
liabilities, with the difference between the two reporied as net position. Over time, increases or
decreases in net position may serve as a useful indicator of whether the financial position of the
City 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 expenscs are reported in this statement for
some items that will only result in cash flows in future fiscal periods (e.g., uncollected tax). Both
of the government-wide financial statements distinguish [unctions of the City that are principally
supported by taxes and intergovernmental revenues (governmental activities) from other functions
that are intended to recover all or a significant portion of their costs through user fees and charges
(business-type activities). The governmental activities of the City of Loretto include general
government, personnel, finance, parks, planning, police, fire, disposal service, streets and public
works. The government-wide financial statements can be found on pages 11-12 of this report.

A Tund is a grouping of related accounts that is used to maintain control over resources that have
been segregated from specific activities or objectives. The City of Loretto, like other state and
local governments, uses fund accounting to ensure and demonstratic compliance with finance-
related legal requirements. All of the funds of the City arc governmental funds. Governmental
FFunds are (unds used (o account for essentially the same [unctions reported as governmental
activities in the governmenti-wide financial statements. However, unlike the government-wide
financial statements, governmental fund financial statements focus on near-term inflows and
outflows of resources, as well as on balances of resources available at the end of the [iscal year.
Such information may be useful in evaluating a government’s near-lerm {inancing requirements.
Because the [ocus of governmental funds is narrower than that of the government-wide financial
statements, it is useful to compare the information presented for governmental funds with similar
information presented for governmental activities in the government-wide financial statements.
By doing so, readers may better understand the long-term impact of the government’s near-term
financing decisions. Both the governmental fund balance sheet and governmental fund statement
of revenues, cxpenditures, and changes in fund balances provide a reconciliation to facilitate this
comparison between governmental funds and governmental activities,

The City maintains two individual governmental funds and three enterprise funds. Information is
presented separately in the governmental [und balance sheet and in the governmental fund
statement of revenues, expenditures, and changes in fund balances [or the funds all of which are
considered to be major funds.

‘The City of Loretto adopts an annual appropriated budget lor its general lund. A budgetary
comparison statement has been provided for the general fund to demonstrate compliance with this
budget, The basic [inancial statements can be found on pages 14-25 of this report.



The notes provide additional information that is essential to a full understanding of the data
provided in the government-wide and fund financial statements. The notes to the financial
statements can be found on pages 27-52 of this report.

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

As noted earlier, nel position may serve over time as a useful indicator of a government’s financial
position. In the case of the City of Loretto’s assets exceeded liabilitics by $10,436,387 at the close
of the most recent fiscal year.

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

Financial Analysis of the Financial Statements - City of Loretto’s Net Position - 2024

Governmental Business -Type

Activities Activities

Current and other assets $ 1,194,035 1,447,863

Capital assets 2.762.715 8.673.400

Total assets 3.957.650 10,121,263

Deferred outflows 296,355 308,451

Long-term liabilitics outstanding 1,062,748 2,091,538

Other liabilitics 444 926 1.596.804

Total liabilities 1,507,674 3.688.342

Deflerred inflows 167,976 23,912
Net position:

Net investment in capital assets 1,699,967 6,581,862

Restricted 198,083 96,084

Unrestricted 680,305 39514

Total net position $ 2,578,355 6,717,460



Financial Analysis of the Financial Statements - City of Loretto’s Net Position - 2025

Governmental Business -Type

Activities Activities

Current and other assets $ 645,839 1,163,966
Capital assets 3.888.403 9.290.429
Total assets 4,534,242 10,454,395
Deferred outflows 381,905 319,833
Long-term liabilities outstanding 1,254,342 2,666,861
Other liabilities 335.113 753,181
Total liabilities 1,589,455 3,420,042
Deferred inflows 213,220 31,271

Net position:

Net investment in capital assets 2,634,061 6,623,568

Restricted 268,315 95,779

Unrestricted 211,096 603.568

Total net position $3,113,472 7,322,915

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

Financial Analysis of the Financial Statements

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

Governmental Funds

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

The general fund is the chiel operating fund of the City. At the end of the current [iscal year,
unassigned fund balance of the general fund was $134.945. As a measure of the general [und’s
liquidity, it may be useful to compare both unassigned fund balance and total fund balance to total
[und expenditures. Unassigned fund balance represents 5% of total general fund expenditures.



Comparison of Revenues and Expenses 2024 - 2025

2024
Governmental
Aclivities
Revenues:
Frogram revenues:
Charges for services 245301
Operating grants and contributions 132,210
Capital grants and contributions 594,192
General revenues:
Property laxes 230,889
Sales taxes 865,272
Beer and liquor taxes 143,663
Qther local taxes 68,524
Income and excise taxes 0
Miscellaneous 70375
Total revenues 52350426
Expenses:
General governument 358,662
Police department 487.771
Fire department 150,128
Public works 87,485
Parks and recreation 370,231
Swimming pool TR,047
Library 28,159
Water and Sewer 0
Nartural Gas 0
Sanitation 0
Total expenses $1.560.483
[ncreases in Net Position 789,943

2024 2025

2025 Change Business - Business - Change

Governmental Between type type Between

Activities Years Activities Activities Years
186,929 (58.372) 2,119,011 2.149 375 30,364
105,785 (26,425) ] 0 0
611,770 17,578 809,354 901,851 92,497
207,774 (23.115) 0 0 0
948,788 83,516 0 0 0
130,363 (13.300) 0 0 0
70,642 2,118 0 0 0
949 949 0 0 0
49,082 (21,293) 50,055 59923 9,868
$2,312,082 (S38.344) S2.978.420 S3.111.149 $132.729
360,358 1,696 0 1} 0
615,785 128,014 0 0 ]
148,108 (2,020) ] i} 0
124,139 36,654 0 0 0
441,937 71,706 0 0 0
£2.393 4346 0 0 0
4245 (23,914) 0 0 0
0 0 1.464.33 1,544,921 B0O.583
0 0 660,376 739,243 78.867
0 0 219486 221,530 2,044
$1,776,965 S216,482 $2,344,200 $2.505,694 5161.494
535,117 (254,826) 634,220 605,435 (28,765)




Governmental Budgetary Highlights

The City maintained its expenditure budgets during the year, See pages 21-25 for further
information about these individual fund budgets.

Capital Assets

The City of Loretto’s investment in capital assets from its governmental activities at June 30, 2025,
amounts to $3,888,403 (net of accumulated depreciation) and its business-lype activities amounts
to $9,290,429. This investment in capital assets is in land, buildings, improvements, machinery
and equipment. There was no increase in the City’s investment in capital assets for the current
fiscal year.

City of Loretto’s Capital Assets

Governmental Business-Type
Activities Activities
Land, buildings and improvement $ 4,946,380 137,509
Equipment and utility plant 1.463.938 16.840.232
Less accumulated depreciation (2,521,915) (7,687,312)
Net Capital Assets $ 3.888.403 9.290.429

Additional information on the City of Loretto’s capital assets can be found in the notes to the
[inancial statements scction of this report.

Long-Term Debt

The City has governmental long-term debt of $1,254,342 and utility long-term debi totaling
$2,666,861 which was used to make improvements to the utility system. The City’s total debt
increased by $766,917 as the City borrowed for several capital asset purchases. The City paid
$104,909 to reduce governmental debt and $137,327 to reduce enterprisc fund debt. All of the
City’s debt is paying as scheduled. Sce pages 61-65 for additional information.

Economic Factors and Next Year’s Budget and Rates
In the 2025-2026 budget, General fund revenues arc budgeted to increase from the 2024-2025
budget year primarily due to increases in local revenues and the state shared revenues. The City’s

budget has grown by an increasing commercial and retail base producing higher local sales tax
receipts. The City’s Utility fund budget will not change significantly from the previous year.

All of these factors were considered in preparing the City’s budget for the 2025-2026 fiscal ycar.



Requests for Information

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

addressed to:

Jesse Turner
City of Loretto
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Assets

Cash and cash equivalents

Cerlificates of Deposit

Receivables

Internal balances

Inventory

Capital assets not being depreciated

Capital assets, net of accumulated depreciation

Total Assets

Deferred Outflows of Resources:
Deferred outflows of resources - OPEB
Deferred outflows of resources - pension
Tutal Deferred Outflows of Resources

Liabilities, Defs Infl and Net Positio|

Liabilities:

Accounts payable

Accrued expenses

Total OPEB Liability

Net pension liability

Custemer deposits

Compensated absences - current

Long-term liabilities:

Due within one year

Due in more than one year
Total Liabilitles

Deferred Inflows of Resources:
Deferred inflows of resources - property tax
Deferred inflows of resources - OPEB
Deferred inflows of resources - pension
Total Deferred Inflows of Resources

Net Paosition:
Net investment in Capital Assets
Restricted - Dent Service
Restricted - State street aid fund
Unrestricted
Total Net Position

CITY OF LORETTO, TENNESSEE

Staternent of Net Position
June 30, 2025
Governmental Business-type

Activities Activities
406,027 804,825
31,941 50,151
320,902 140,109
(113,031) 113,031
0 55,750
172,185 1,183,163
3,716,218 8,107,266
4,534,242 10,454,395
6,484 5,304
375421 314,529
381.805 319,833
33,034 501,505
23,260 7,185
13,638 11,158
221,719 181,406
D 21,640
43,462 30,277
107,021 111,361
1,147,321 2,555,500
1,588,455 3,420,042
175,000 4]
11,544 9,446
26,678 21,825
213.220 31,271
2,634,061 6,623,568
0 85,779
268,315 0
211,096 603,568

3113472 732281

See accompanying notes fo financial statements.

1

Total
1,210,952
82,092
461,011
0
55,750
1,355,348

11,823 484

14,988,637

11,788
689,950

1,738

534,539
30,455
24,796

403,125
21,640
73,739

218,382

3,702,821
5,005,487

e

175,000
20,990
48,501

49

9,257 628
95,779
268,315
814,664
10,436,387



Eunction/Programs

Government Activities;
General government
Police department
Fire department
Public works
Swimming pool
Parks and recrealion
Library
Highway and streets
Total Governmental Activities

Business - type Activities:
Water and Sewer Fund
Matural gas fund
Salid Waste fund
Total Business Type Activities

Total

CITY OF LORETTO, TENNESSEE
Statement of Activities

For the Year Ended June 30, 2025

Net (Expenses) Revenue and
Program Revenues Changes in Net Position
Operating Capital
Charges for  Grants and Grants and Governmental Business-Type
Expenses Services  Contiibutions Contributions Activities Activities Total
360,358 15,320 33,183 B11,770 299,915 o] 299,915
615,785 78,814 4,000 0 (532,971) o (532,971)
148,108 0 0 0 (148,108) 0 (148 108)
124,139 ] i} 0 (124,139) 0 (124,139)
82,363 52,203 0 0 (29,400) 0 (29,400)
441 937 35318 0 0 (406,621) o (406 621)
4,245 0 0 o (4,245) D (4,245)
0 4486 68,602 o 73,088 0 73,088
1,776,965 186,929 105,785 611,770 (872 481! 0 (872,481)
1,544,921 1,200,438 0 801,851 0 557,368 557 368
739,243 746,854 0 o 0 7,611 7,611
221,530 202,083 a 0 0 (18,447) {19.447)
2,505,694 2J4Bg:f5 o 501,851 [v] 545 532 545,532
4282658 2336304 105,785 1,513,621 (872.481) 545,532 (326,949)
General Revenues:
Property faxes 186,647 0 186,647
Public utility taxes 21,127 0 21,127
Sales taxes 948,788 0 848,788
Beer and liquor taxes 130,363 0 130,363
Franchise laxes 12,244 0 12,244
Business taxes 58,398 0 58,388
State income and excise tax 849 0 949
Interest income 5480 24,656 30,146
Other 43,602 35,257 78,859
Total general revenues 1,407,598 59,923 1,467,521
Changes in Net Position 535117 605 455 1,140,572
Net Position - beginning of year 2,578,355 6,717 460 9,295 815
Net position - ending of year 3113472 7.322.815 10,436.387

See accompanying notes to financial statements
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CITY OF LORETTO, TENNESSEE
Balance Sheet

Governmental Funds

June 30, 2025
General State Street
Fund Ald Fund
Assets
Cash and cash equivalents 143,035 262,992
Certificates of deposif 31,941 0
174,976 262,992
Accounts receivable:
Property taxes receivable 186,285 0
Other governments 129,294 5,323
315,579 5323
Total Asscis $490,555 $268,315

l.iabilities. Delerred Inflow of Resources and 'und Balance

Liabilities:
Accounts payablc $33,034 0
Due to other funds $113,031 0
Accrucd expenses 23,260 0
Total Liabilitics : 169,325 0
Deferred Inflow of Resources:
Deferred inflows - current property taxcs 175,000 0
Deferred inflows - deliquent property taxes 11,285 0
Total Deferred Inflow of Resources 186,285 0
I'und Balance:
Unassigned 134,945 0
Restricted 0 268,315
Total Fund Balance 134,945 268,315
‘Total Liabilitics, Deferred Inflows, and Fund Balance $490,555 $268,315

T'he notes accompanying the financial statements arc an integral part of these financial statements,
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Total

406,027
$31,941

437,968

186,285
134,617

320,902

$758,870

33,034
113,031

23,260

169,325

175,000
11,285

186,285

134,945
268,315

403,260

$758,870



CITY OF LORETTO, TENNESSEE

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

June 30, 2025
Amounts reported for fund balance - total governmental funds $ 403,260
Amounts reported for governmental activities |n the statement of net

position are difTerent because:

Capital assets used in governmental activities are not [inancial
resources and, therefore, are not reported in the governmental funds 3,888,403

Other long term assets are not available to pay for current-period expenditures
and therefore are deferred in the governmental funds 11,285

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

obligations
Net pension liability (221,719)
Deferred outflow - pension 375,421
Deferred inflow - pension (26,676)

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

obligations
Tolal OPEB Jiability (13,638)
Deferred outflow - OPEB 6,484
Deferred inflow - OPEB (11,544)

Long-term liabilities, including bonds payable are not due and payable in the
current period and therefore are not recorded in the funds

Acerued vacation expense (43,462)
Long-term debt (1,254,342)
Nel Position of governmental activities $ 3,113472

See accompanying notes to financial statements
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Statement of Revenues, Expenditures and Changes in Fund Balance

Revenues;
Taxes
Intergovernmental
Fines and fees
Miscellaneous
Total revenues

Expenditures:
General government
Police department
Fire department
Public works
Swimming pool
"arks and recreation
Library
Capital outlay;
Fire department
Parks and recrealion
Debt service:
Principal
Interest

Total expenditures

Excess (deficiency) of revenues
over expenditures

Other financing sources: loan proceeds

Net change in fun balance

[und balance, beginning of year

Fund balance, end of year

CITY OF LORETTO, TENNESSEE

Governmental Funds

For the Year Ended June 30, 2025

(Gencral State Street
Fund Aid Fund
1,112,957 0

864,505 65,426
167,443 1]
96,944 4,806
§2.241,849 $70,232
272,252 0
584,858 0
93,018 0
124,139 0
82,393 0
351,170 0
4,245 (0
58,517 0
1,258,700 (}
104,909 0
32,284 0
82,960,285 30
(724,4306) 70,232
296,504 0
(427,932) 70,232
562,877 198,083

$134,945 $268,315

See accompanying notes to [inancial statements.
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Total
Governmental

Funds

1,112,957
929,931
167,443
101,750

§2,312,081

272,252
584,858
93,018
124,139
82,393
351,170
4,245

58,317
1,258,700

104,909
32,284

§2,966,285

(654,204)
296,504

(357,700)

760,960

$403,260



CITY OF LORETTO, TENNESSEE

Reconcilistion of the Statement of Revenues, Expenditures and Chaages in Fund Balance
of Governmental Funds to the Statement of Activities

For the Year Ended June 30, 2025
Net change in fund balances - total governmental funds:
Amounts reported for governmental activities in the statement of net

position are difTerent because:

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

Governmental funds report capital outlays as expenditures, However, in the statement
of activities the cost of those assels is allocated over their estimated useful lives and
reporied as depreciation expense.
Acquisition of capital assets
Depreciation expense
Liabilities not reported in the governmental fund — change in acerued vacation liability
Liabilities not reported in the governmental fund — change in pension plan accroal
Liabilities not reported in the povernmental fund — change in post retirement benefits liability
Revenues reported in the statement of activities that increase long-term debt
Expenses reported in the statement of activities that do not require the use of current

linancial resources are not reported as expenditures in the governmental funds
Debt principal payments

Change in Net Position of governmental aclivitics

See accompanying noles Lo financial statements.
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(357,700)

3,765

1,317,017
(191,329)

(6,652)
(37,170)
(1,220)

(296,503)

104,908

535,117



Current Assels;
Cash and cash equivalents
Certificates of Deposit
Custoiner accounls receivable, nel of allowance
Dye from genersl fund
Inventory
Total Current Assels

Capital Assets:
Capital assets in service
Less accumulaled depreciation
Tolal Capital Assets, Net

Total Asscls

Delerred outllows:
Deferred oulflows of resources - OPER
Deferred oulllows of resources - pension
Total Deferred Outflows

Linbilities:

Current Liabilities:
Accounts payable
Accrued expenses
Total OPERB Liability
Custoiner deposits
Compensated absences - current
Cumrent maturities - long-ferm debt
Total Current Liabilities

Other Liabilities:
Net pension liability
Total Other Liabilitics

Long-Tenn Debt

Total Liabilities

Deferred Inflows:
Defened inflow of resources - OPEB
Deferred inflow of resources « pension
Tolal Deferred Inflows

Net Position:
Net investment i capital assels
Restricted - Debl service
Unrestricted

Total Net Position

The notes nccompanylug the financial statements are an inteyral part of hese financial stalements.

CITY OF LORETTO, TENNESSEE
Statement of Net Position

Enterprise Funds

June 30, 2025
Waler and Natural Gas Sanitatlon
Sewer Fund Tund Fund Total
$435,239 $328,048 $41,638 804,925
50,151 0 0 50,151
97,293 24,952 17,864 140,109
113,031 ] 0 113,031
38,550 17,200 0 55,750
734264 370,200 59,502 1,163,966
15,627,168 1,039,862 310,711 16,977,741
(6,879,715) (606,287) (201.310) (7,687,312
8,747.453 433,575 109,401 9,290429
$0.481.717 $803.775 S108.003 510,454 305
2475 1,768 1,061 5,304
146,780 104,843 62,906 314,529
$149,255 S106,61] 563967 $319.833
358,983 140,717 1,805 501,505
7,195 0 0 7,195
5,207 3,719 2,232 il,158
21,640 0 0 21,640
6,202 14,608 9,467 30,277
76,827 7,634 26,900 111,361
176,054 166,678 4:0,404 683136
81,656 00,469 36,281 181406
81.636 00,469 36,281 1R A06
2.484,632 13,468 55400 2,535,500
305342 242615 132,085 3420042
4,408 3,149 1,889 9416
10,185 7,275 1,365 21,825
14,593 10,424 6,251 31,271
6,185,994 410,473 27,101 6,623,568
95,779 0 0 95,779
289,264 246,874 67,430 601,568
6,571,037 657347 94,531 7322915
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Operating Revenues:

Service fees
Tap and connection fees
Other income

Total Operating Revenues

Operating Expenses:

Salaries
Employee benefits
Training and travel
Utilities
Professional services
Natural gas purchased
Repair and maintcnance
- Supplies
Office expense
Dues, subscriptions and fees
Vehicle expense
Rent
Insurance
Miscellaneous
Depreciation
Total Operating Expenses

Operating income (loss)

Nonoperating Revenues (Expenses):

Interest income
Insurance recoveries
Sale of assets
Interest expense

Total Nonoperating Revenues (Expenses)

Capital contributions

Net change in position

Net Position, July 1, 2024

Net Position, June 30, 2025

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

CITY OF LORETTO, TENNESSEE

Statement of Revenues, Expenses
and Changes in Net Position

Enterprise Funds

For the Year Ended June 30, 2025

Waler and Natural Gas Sanitation
Sewer Fund Fund Fund Total
$1,128,520 $742,109 $202,083 $2,072,712
56,737 4,745 0 61,482
15,181 0 1] 15,181
1,200,438 746,854 202,083 2,149,375
421,883 212,884 125,021 759,788
89,878 47,266 34,021 171,165
3,595 2,740 0 6,335
193,169 6,874 421 200,464
40,337 26,594 5,838 72,769
0 304,371 0 304,371
33,069 15,722 6,228 55,019
192,565 52,763 8,887 254,215
13,335 4,604 1,775 19,714
10,403 3,453 229 14,085
15,195 5,296 14,260 34,751
0 15,000 0 15,000
52,834 8,452 2,292 63,378
0 0 0 0
376,426 31,503 20,696 428,625
1,442,689 737,522 219,668 2,399,879
(242,251) 9,332 (17.585) (250,504)
17,831 5,729 1,106 24,666
13,974 0 {] 13,974
18,225 0 3,058 21,283
(102,232) (1,721) (1,862) (105,815)
(52,202) 4,008 2,302 (45,892)
901,851 ) 0 901,851
607,398 13,340 (15,283) 605,455
5,963,639 644.007 109,814 6,717,460
$6,571,037 $657,347 $94,531 $7,322.915
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CITY OF LORETTO, TENNESSEE
Statement of Cash Flows
Enterprise Fund Types

For the Year Ended June 30, 2025

Water and Natural Sanitation
Sewer Fund  Gas Fund Fund Total
Cash Flows from Operating Activities.
Cash received from customers 1,692 433 744 873 202,249 2,639,555
Cash received from insurance recoveries 13,974 0 0 13,974
Cash paid to suppliers (1,775,830) (301,195) (43,313) (2,120,338)
Cash paid to employees (511,761)  (280,150) (159,042) (930,853)
Net Cash Provided (Used) by Operating Activities (581,184) 183,528 {108) (397,762)
Cash Flows from Capital and Related Financing Activities:
Acquisition of capital assets (919,470) (126,184) 0 (1,045,654)
Capital contributions 901,861 0 0 901,851
Interest paid (102,232) (1,721) (1,862) (105,815)
Loan proceeds 712,650 0 0 712,650
Repayment of debt (69,225) (41,702) (26,400) (137,327)
Net Cash Provided (Used) by Capital and Financing Activities 523,574 (169,607) (28,262) 325,705
Cash Flows from Investing Activities:
Redemption (purchase) of certificate of deposit 51,470 0 0 51,470
Interest received 17,831 5,729 1,106 24,666
Net Cash Flows from Investing Activities 69,301 5,729 1,106 76,136
Net Change in Cash 11,691 19,650 (27,262) 4,079
Cash and Cash Equivalents, July 1, 2024 423,548 308,398 68,900 800,846
Cash and Cash Equivalents, June 30, 2025 435,238 328,048 41,638 804,925
Reconciliation of Operating Income to Net Cash
Provided (Used) by Operating Activities
Operating income (loss) (242,251) 9,332 (17,585) (250,504)
Adjustments to reconcile operating income to net cash
provided (used) by operating activities:
Depreciation 376,426 31,503 20,696 428,625
Sale of assets 18,225 0 3,058 21,283
Insurance proceeds 13,974 0 0 13,974
Change in assets (increase) decrease:
Receivables 491,995 (1,981) 166 480,180
Inventory 8,041 1,911 0 9,852
Due from other funds (113,031) 3,427 0 (109,604)
Deferred outflows (10,149) 2,253 (3,486) (11,382)
Change in liabilities increase (decrease);
Total OPEB liability 559 82 21 852
Net pension liability 29,851 17,577 12,453 59,681
Accounts payable (802,072) 132,925 883 (668,264)
Accrued expenses (32,973) (13,3086) (10,350) (56,629)
Due to other funds (120,050) (16,788) (17,184) (154,022)
Customer deposits 21,640 0 0 21,640
Compensated absences 6,202 14,608 9,467 30,277
Unearned revenue - ARPA grant (231,380) 0 0 (231,380)
Deferred inflows 3.809 1,985 1,565 5794
Net Cash Provided (Used) by Operating Activities (581,184) 183,528 (108) (397,762)

See accompanying notes to the financial statements,
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CITY OF LORETTO, TENNESSEE

Statement of Revenues, Expenditures

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

Revenues:
Taxes:
Property taxes
Local sales tax
Local beer and liquor tax
Franchise taxes
Business taxes
Total Taxes

Intergovernmental:
TVA in lieu
State sales tax
State beer tax
State supplement
State income and excise tax
State special petroleum tax
Grants

Total Intergovernmental Revenue

Fines and fees:
Swimming pool
Police fines
Parks and recreation
Other fines and fees
Total Fines and Fees

Miscellaneous:
Rent
Interest
Street maintenance contracts
Donations
Sale of assets
Miscellaneous
Total Miscellaneous Revenue

Total Revenues

General Fund

For the Year Ended June 30, 2025

Variance with

Final Budget
Original Final Positive
Budget Budget Actual (Negative)
$181,000 $181,000 $186,647 5,647
715,000 715,000 726,037 11,037
117,800 117,800 129,631 11,831
13,000 13,000 12,244 (756)
48,130 48,130 58,398 10,268
1,074,830 1,074,930 1,112,957 38,027
21,216 21,216 21,127 (89)
215,636 215,636 222,751 7115
0 0 732 732
0 0 4,000 4,000
0 0 949 949
3,185 3,185 3,176 (9)
560,000 560,000 611,770 51,770
800,037 800,037 864,505 64,468
62,000 62,000 52,993 (9,007)
80,000 80,000 78,814 (1,186)
32,500 32,500 35,316 2,816
0 0 320 320
174,500 174,500 167,443 (7.057)
1,500 1,500 15,000 13,500
0 0 674 674
10,000 10,000 4,486 (5,514)
0 0 33,183 33,183
0 0 37,970 37,970
10,000 10,000 5,631 (4,369)
21,500 21,500 96,944 75,444
2,070,967 2,070,967 2,241,848 170,882

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

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

General Fund
For the Year Ended June 30, 2025

Variance with
Final Budget
Qriginal Final Positive
Budget Budget Actual (Negative)
Expenditures:
General Government:
Current:

Salaries 114,380 114,380 112,210 2,170
Payroll taxes 5,400 5,400 14,518 (9,118)
Employee benefits 18,225 18,225 20,058 (1,833)

Utilities 12,000 12,000 10,743 1,257

Professional services 49,500 49,500 41,791 7,708

Office supplies 4950 4,950 3,366 1,584

Supplies 13,250 13,250 11,688 1,662
Public relation 0 0 19,268 (19,268)
Travel and training 4,500 4,500 5,664 (1,164)

Insurance 12,650 12,650 5,088 7,562

Dues and subscriptions 14,500 14,500 5,703 8,797
Repair and maintenance 12,500 12,500 21,854 (9,354)
Miscellaneous 0 0 301 (301)
261,855 261,855 272,262 (10,397)

Capital outlay 25,000 35,000 0 35,000

Total General Government 286,855 296,855 272,252 24,603

Public Safety:
Police Department:
Current:

Salaries 306,000 326,000 350,225 (24,225)
Payroll taxes 19,000 19,000 47,145 (28,145)
Employee benefits 56,750 56,750 71,650 (14,900)
Insurance 16,000 16,000 18,070 (2,070)
Vehicle expense 24,050 24,050 28,462 (4,412)
Supplies 21,000 36,000 40,693 (4,693)
Utilities 5,000 5,000 7,953 (2,953)
Professional services 21,000 21,000 19,260 1,740
Miscellaneous 1,000 1,000 1,400 (400)
469,800 504,800 584,858 (80,058)
Debt service 12,910 12,910 12,912 (2)

Capital outlay 65,000 65,000 0 65,000
Total Police Department 547,710 582,710 597,770 (15,060)

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

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

General Fund
For the Year Ended June 30, 2025

Variance with

Final Budget
Original Final Positive
Budget Budget Actual {Negative)
Fire Department:
Current:
Salaries 38,000 38,000 38,462 (462)
Supplies and maintenance 51,000 96,000 35,367 60,633
Utilities 8,750 8,750 8,176 574
Professional services 1,000 1,000 1,243 (243)
Insurance 9,250 9,250 9,770 (520)
Miscellaneous 1,500 1,500 0 1,500
109,500 154,500 93,018 61,482
Debt service 28,652 28,652 28,648 4
Capital outlay 5,000 5,000 58,317 (53,317)
Total Fire Department 143,152 188,152 179,983 8,169
Public Works:
Salaries and benefits 20,400 20,400 5,758 14,642
Street lighting 65,000 65,000 57,008 7,992
Maintenance and supplies 9,425 9,425 61,373 (51,948)
94,825 94,825 124,139 (29,314)
Capital outlay 5,000 60,000 0 60,000
Total Public Works 99,825 154,825 124,139 30,686
Swimming Pool:
Salaries 25,000 25,000 22,295 2,706
Payroll taxes and benefits 3,000 3,000 3,584 (584)
Utilities 1,200 1,200 449 751
Maintenance and supplies 38,000 48,000 42,621 5,379
Insurance 9,000 12,000 13,444 (1,444)
Miscellaneous 0 0 0 0
76,200 89,200 82,393 6,807
Capital outlay 0 0 0 0
Total Swimming Pool 76,200 89,200 82,393 6,807

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

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

General Fund

For the Year Ended June 30, 20256

Variance with
Final Budget
Original Final Positive
Budget Budget Actual (Negalive)
Parks and Recreation:
Salaries 132,500 132,500 120,966 11,534
Payroll taxes 8,400 8,400 15,535 (7,135)
Employee benefits 30,200 30,200 23,608 6,592
Vehicle expense 7,000 7,000 8,275 (1,275)
Insurance 9,000 9,000 11,246 (2,246)
Concessions 16,000 16,000 20,189 (5,189)
Materials and supplies 16,500 16,500 31,291 (14,791)
Repair and maintenance 45,000 52,000 57,958 (5,958)
Utilities 60,000 60,000 55,198 4,802
Professional services 6,500 6,500 6,904 (404)
Miscellaneous 2,500 2,500 0 2,500
332,600 339,600 351,170 (11,570)
Capital outlay 1,107,500 1,257,500 1,258,700 (1,200)
Debt service 73,800 86,189 95,633 (9.444)
Total Parks and Recreation 1,613,900 1,683,289 1,705,503 (22,214)
Library:
Utilities 7,500 7.500 3,637 3,863
Supplies 1,500 1,600 229 1,271
Insurance 1,100 1,100 379 721
10,100 10,100 4,245 5,858
Capital outlay 0 0 0 0
Total Library 10,100 10,100 4,245 5,855
Total Expenditures 2,677,742 3,005,131 2,966,285 38,846
Excess (deficiency) of Revenues
over Expenditures (606,775) (934,164) (724,436) 209,728
Other financing sources: operating 80,000 80,000 0 (80,000}
Other financing sources: loan proceeds 305,000 305,000 296,504 (8,496)
Net change in fund balance (221,775) (548,164) (427,932) 121.232
Fund Balance, July 1, 2024 562 877 562,877 562 877 0
Fund Balance, June 30, 2025 341,102 13,713 134,945 121,232

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

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

State Street Aid Fund

For the Year Ended June 30, 2025

Variance with
Final Budget
Original Final Positive
Budget Budget Actual (Negative)
Revenues:
Intergovernmental;
Gasoline .03 tax 8,500 8,500 9,051 551
Gasoline 1989 tax 4,625 4,625 4902 277
Gasoline 2017 tax 14,700 14,700 15,757 1,057
Gasoline and motor fuel 33,040 33,040 35,716 2,676
Interest 3,500 3,500 4,806 1,306
Total Revenues 64,365 64,365 70,232 5,867
Expenditures:
Streets:
Street lights 0 0 0 0
Capital Outlay 60,865 60,865 0 60,865
Total Expenditures 60,865 60,865 0 60,865
Excess (deficiency) of revenues
over expenditures 3,500 3,500 70,232 66,732
Fund Balance, July 1, 2024 198,083 198,083 198,083 -
Fund Balance, June 30, 2025 $201,583 $201,583 268,315 66,732

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

June 30, 2025

(1) Summary of Significant Accounting Policics

The City of Loretto, Tennessee (“the City™) was incorporated under Chapter 26 Provisions of House Bill
No. 79 of 1985 as amended. The City operates under a Mayor and Board ol Aldermen form of government
and provides the following services as authorized by its charter: public safety (police, fire, and street
lighting), highways and streets, water and sewer, natural gas, sanitation. culture-recreation, public
improvements, planning and zoning, and general administrative services,

Reporting Entity:

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

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

The government-wide financial statements present the City’s programs between business-type and
governmental activities.

Governmenlt -Wide and 'und I'inancial Statements

The Government-wide financial statements, the statement of Net Position and the statement of changes in
Net Position, report information on all of the nonfiduciary activities of the primary government. FFor the
most part, the cflect of the interfund activity has been removed from these statements. Government
activities, which normally arc supported by taxes and intergovernmental revenues, are reported separately
from business-type activities, which rely to a significant extent on fees and charges [or support.
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CITY OF LORETTO, TENNESSEE
Notes to Financial Statements
June 30, 2025

(1) Summary of Significant Accounting Policics, Continued

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

Separate [inancial statements are provided for governmental funds and enterprise funds. Major individual
governmental funds and major individual enterprise [unds are reported as separate columns in the fund
[inancial statecments.

Mecasurement ocus, Basis of Accounting, and Financial Statement Presentation

The government-wide [inancial statements are reported using the cconomic resources measurement focus
and the accrual basis of accounting, as arc the enterprisc fund financial statements. Revenues are recorded
when earned and expenses are recorded when a liability is incurred, regardless of the timing of related cash
flows. Property taxes arc recognized as revenues 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.

Governmental fund revenucs are reported using the current financial resources measurement focus and the
modified accrual basis of accounting. Reyenues are recognized as soon as they become both measurable
and collectable within the current period or soon enough thereafier to be used to pay liabilities of the current
period. The government considers property taxes and most governmental revenues as available if received
within 45 days ol yearend, Expenditures are recorded generally when a liability is incurred, as under acerual
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. state shared revenues, and interest associated with the current fiscal period are all considered
to be susceptible to accrual and so have been recognized as revenues of the current fiscal period using the

criteria specified in the paragraph above. All other revenue items are considered to be measurable and
available only when cash is received by the government.

The government reports the following major funds:

General I'und - The General 1'und is the gencral operating fund of the City. It is used to account for all
financial resources of the general government except those required to be accounted for in another fund.

State Street Aid Fund - The State Street Aid IFund is used to account for the operations of the state shared
gasoline revenues.
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(1) Summary of Significant Accounting Policies, Continued

The government reports the following major enterprise funds:

Water and Sewer I'und - This fund accounts for the activitics of the water and sewer department, which
operates and maintains a water distribution system for residents and businesses on a user charge basis. All
activities necessary to provide this service are accounted for in such a manner as to show a profit or loss
similar to comparable private enterprises.

Natural Gas System Fund - This fund accounts for the activitics of the natural gas department, which
opcrates and maintains a gas system for residents and businesscs on a user charge basis. All activities
necessary 1o provide this service are accounted [or in such a manner as to show a profit or loss similar to
comparable private enterprises.

Sanitation I'und — This fund accounts for the activities of the sanitation department, which picks up garbage
for residents and businesscs on a user charge basis. All activitics nccessary to provide this service are
accounted for in such a manner as to show a profit or loss similar to comparable private enterprises.

The Iinterprise funds are used to account for operations that arc [inanced and operated in a manner similar
to privatc business coterprises - where the intent of the governing body is that the costs (including
depreciation) of providing goods or services to the gencral public on a continuing basis be financed or
recovered primarily through user charges.

As a general rule the effect of interfund activity has been eliminated from the government-wide financial
statements. Lxceptions to this general rule are payments-in-licu taxes and other charges between the
government’s utilities and various other functions of the government. Elimination of these charges would
distort the direct costs and program revenucs reported for the various [unctions concerned.

Amounts reported as program revenues include (i) charges to customers or applicants [or goods, services,
or privileges provided, (ii) operating grants and contributions, and (iii) capital grants and coniributions.
General revenues include all taxes and internally dedicated resourecs.

Enterprise funds distinguish operating revenues and expenses from nonoperating items. Opcrating revenucs
and expenses generally result from providing services and producing and delivering goods in connection
with an enterprisc fund’s principal ongoing operations, The principal operating revenues of the various
utility funds are charges to customers for sales and services. The Utility 'und also recognize as operating
revenue the portion of tap fees intended to recover the cost of connecting new customers to the system.
Operating cxpenses for enterprise funds include the cost of sales and services, administrative expenses, and
depreciation on capital assets. All revenues and expenses not meefing this definition are reported as non-
operating revenues and expenses.
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(1) Summary of Significant Accounting Policies, Continued

When both restricted and unrestricted resources are available for usc, it is the City’s policy to use restricted
resources first, then unrestricted resources as they are nceded. When unrestricted funds arc used, the City
uses commitied, assigned then unassigned funds.

Receivables and Payables

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

Advances between funds, as reported in the fund [inancial statements, are offset by a [und balance reserve
account in applicable governmental funds to indicate that they arc not available for appropriation and arc
not expendable available resources. All trade receivables are shown net of an allowance for uncollectible,
il applicable.

Delerred Outflows/Inflows of Resources

In addition to assets, the Statement of Net Position will sometimes report a scparate scetion for deferred
outflows of resources. This separate financial statement element, deferred outflows of resources, represents a
consumption of net position that applies to a future period(s) and so will not be recognized as an outflow of
resources (expensc/expenditure) until then. The government has two items (pension and OPEB) that
qualilies for reporting in this category.

In addition to liabilities, the Statement of Net Position will sometimes report a scparate scction for deferred
inflows of resources. This separate financial statement clement, deferred inflows of resources, represents
an acquisition of net position that applies to a future period(s) and so will not be recognized as an inflow of
resources (revenue) until that time. The government has items that qualify for reporting in this calegory.
Accordingly, the items are reported in the government-wide Statement of Net Position and the governmental
[unds balance sheet. These revenues are [rom the [ollowing sources: current and delinquent property taxes.
which do not meet the availability criteria in governmental funds. These amounts are deferred and
recognized as an inflow of resources in the period that the amounts become available. Additionally, the
government has two items (pension and OPEB) that qualifies for reporting in this category.

Net Position I'low Assumption

Sometimes the government will fund outlays [or a particular purpose [rom both restricied and unrestricted
resources. In order to calculate the amounts 10 report as restricted — net position and unrestricted — net
position in the government-wide and enterprise [und financial statements, a flow assumption must be made
about the order in which the resources are considered to be applied. It is the City’s policy to consider
restricted — net position to have been depleted before unrestricted — net position is applied.
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(1) Summary of Significant Accounting Policies, Continued

Property Tax
The City's property tax is levied each July 1 on the asscssed value listed as of the prior January 1 for all real
and personal property located in the City's legal boundarics. All City taxes on real cstate arc declared to be

a lien on such really from January 1 of the year assessments are made,

Asscssed values are cstablished by the State of Tennessce at the following rates of appraised market value:

Public Utility Property 55%
Industrial and Commercial Property

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

Taxcs were levied at a rate of $0.33 per $100 of asscssed valuation for the fiscal year ended June 30, 2025.
Payments may be made during the period from July 1 through November 1. Current tax collections of
$179,401 for the fiscal year ended June 30, 2025 were approximately 98 percent of the tax levy. Delinquent
taxes are turned over to the County for collection as required by the City’s Municipal Code.

Capital Assels

Capital asscts, which include property, plant and cquipment, and infrastructure assets consisting ol certain
improvements other than buildings, including roads, bridges, strecets and sidewalks, and drainage systems
are reporied in the applicable governmental or business-lype activitics columns in the government-wide
[inancial statements. Capital assets are defined by the government as assets with an individual cost of $500
and an estimated useful life in excess of three years. All capital assets are valued at historical cost or
estimated useful life in excess of three years. All capital assets are valued at historical cost or estimated
historical cost, if actual historical cost is not available. Donated capital assets are valued at their estimated
fair value on the date donated. The costs of normal maintenance and repairs that do not add to the value of
the assct or materially extend asset lives are not capitalized. Interest incurred during the construction phase
of capital assets of business-type activitics is expensed when paid and thus not a part of the capitalized cost.

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

The estimated useful lives are as follows:

Buildings 25-45 ycars
Improvements 10-30 ycars
Equipment 5-10 ycars
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Compensated Absences

The City’s policy permits employees to accumulate carned but unused annual (vacation) leave and sick
days. Annual leave days may accumulate to a2 maximum of 20 days over the term of employment, Sick days
may accumulate to a maximum of 90 days over the term of ecmployment. During the first year of
employment, five vacation days are carned, afier the first year ten vacation days are carned per year, and
after ten years of employment fificen vacation days arc carned each year. T'welve sick days are carned each
year. Upon termination, employees receive payment for accumulated annual leave days. Compensated
absences will be liquidated with expendablc financial resources.

The City has acerued a liability for unused sick and vacation pay which is earned, but not taken by City
employces.

The liability for compensated absences attributable to the City’s governmental funds is recorded in the
government-wide [inancial statements as a long-term liability and is a reconciling item between the fund
and government-wide financial statements. Compensated absences related to business-type activities ate
charged to expense with a corresponding liability established in both the government-wide and fund
financial statements.

Lstimates

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

Pension

For purposcs of measuring the net pension liability, deferred outflows of resources and deferred inflows of
resources related to pensions, and pension expense, information about the fiduciary net position of Loretto’s
participation in the Public Employee Retirement Plan of the Tennessee Consolidated Retirement System
(TCRS), and additions to/deductions from Loretto’s fiduciary net position have been determined on the
same basis as they are reported by the TCRS for the Public Employee Retirement Plan, For this purpose,
benefits (including refunds of employee contributions) are recognized when due and payable in accordance
with the benefit terms of the Public Employee Retirement Plan of TCRS. Investments are reported at fair
value.
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Cash and Cash Equivalents
Cash and cash cquivalents consist primarily of savings accounts, certificates of deposit with original
maturitics three months or less.

Restricted Assets

Certain proceeds of the Enterprise [und loans, as well as certain resources set aside [or their repayment, are
classificd as restricted assets on their respective balance sheets because they are maintained in separate bank
accounts and their use is cither limited by applicablc bond covenants or represent proceeds from bond issues
that are restricied for use in construction.

lLong-lerm Obligations

In the government-wide financial statements, and enterprise fund types in the fund financial statements,
long-term debt and other long-term obligations are reported as liabilitics in the applicable governmental
aclivitics, busincss-type activitics, or cnterprise fund type statement of Net Position. Debt issuance costs,
such as insurance costs, fces and other related costs arc recognized as an expense.

In the fund, financial statements, governmental fund types recognize bond premiums and discounts, as well
as bond issuance costs, during the current period. The face amount of debt issued is reporied 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.

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

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

Restricted — Consists ol net position for which constraints are placed thercon by external parties, such as
lenders, grantors, contributors, laws, regulations, and cnabling legislation, including self~imposed legal
mandales, less any related liabilities, The restrictions are evident [rom the classification titles.

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

Inventory
Inventory of the Utility [unds is valued at cost, using the first in first out method. Inventory of all the

governmental funds consists of expendable supplies held [or consumption and are recorded at cost under
the consumption method.
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['und Balance
The City implemented GASB 54 which addresses issues related to how fund balances are reported. Fund
balances are now reporied in the following manncr:

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

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

Committed I'und Balance - 'This classification includes amounts that can only be uscd for the specific
purposes determined by a formal action of the City’s highest level of decision-making authority, the City
Council of the City of Lorclto, Tennessee, Commitments may be changed or lifled only by the City taking
the same formal action that imposed the constraint originally (for example: ordinance).

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

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

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

Other Post-Employment Benefit Plan- (OP1LB)

For the purposcs ol measuring the net OPEB liability, deferred outflows of resources and delerred inflows
of resources related to other postemployment benefits, and OPIZB expense, information about the iduciary
net position of the City of Loretto’s participation in the Local Government OPEB Plan (LGOP), and
additions to/deductions from the City of Loretto fiduciary net position have been determined on the same
basis as they are reported by the LGOP. For this purpose. benefits are recognized when due and payable in
accordance with benefit terms of the LGOP,
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Budpets and Budpetary Accounting
The City follows these procedures in establishing the budgetary data reflected in the financial statements:

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

b. The City Council approves, by ordinance, total budget appropriations by department only. The
mayor is authorized to transfer budget amounts between line items within cach department; however, any

revisions that alter the total appropriations of any fund must be approved by the City Couneil.

i The budget amounts shown in the financial statements are the final authorized amounts as amended
during the year.

(2)  Cash and Cash Equivalents

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

For deposits with [inancial institutions that do not participate in the bank collateral pool, state statutes
require that all deposits be collateralized with collateral whose market value is equal to 105 percent of the
uninsurcd amount of the deposits. The collateral must be placed by the depository bank in an escrow account
in a sccond bank for the benefit of the city. The City’s deposits with [inancial institutions are fully insured
or collateralized by sceuritics held by the depository bank in the government’s name. Additionally, the
deposit accounts are covered by the Federal Depository Insurance Coverage.
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(3) Accounts Reccivible

Accounts receivable at June 30, 2025, consist of the [ollowing:

Other Property Customer
T'und Government Taxcs Accounts Total

General Fund $ 129,294 186,285 - 315,579
Special Revenue I'unds 5,323 - - 5,323
Enterprise Funds - - 149,939 149,939
Less allowance for
doubtful accounts - e (9,830) (9.830)

Total $ 134,617 186,285 140,109 461,011

(4) Capital Assets

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

Balance Balance
July 1,2024 Additions Disposals June 30, 2025
Land $172,185 0 0 172,185
Buildings 1,543,962 1,258,700 0 2,802,662
Improvements 1,971,533 0 0 1,971,533
Equipment 1,405,621 58,317 0 1,463,938
Total 5,093,301 1.317.017 0 6,410,318
Less Accumulated Depreciation (2,330,586) (2,521,915)
Net capital assets in service $2,762,7157 $3,888.403

All assets, except land of $172,185, arc being depreciated.
Depreciation expense was charged to functions/programs of the primary government as follows:

General Fund:

Gencral government administration $ 46,829
Policc department 28,759
I'irc department 52,396
Parks and Recreation 63,345

Total 191,329
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(4)  Capital Assets, Continued

A summary of changes in Enterprise (Water and Scwer) Iund capital assets and related accumulated

depreciation follows:

Balance Balance

July 1, 2024 Additions Disposals June 30, 2025
Land $69,200 0 0 69,200
Construction in progress 2,399,081 919,470 2,399,081 919,470
Utility plant 12,010,835 2,399,081 0 14,409,916
Equipment 228,582 0 0 228,582
Total 14,707,698 3,318,551 2,399,081 15,627,168

Less Accumulated Depreciation (6,503,289) __(6,879,715)
Net capital assets in service $8,204,409 $8.,747,453

All assets, except land and casements of $69,200 and Construction in Progress of $919,470 arc being

depreciated. Depreciation expense was $376,426 in 2025.

A summary of changes in Enterprise (Natural Gas) 'und capital assets and related accumulated depreciation

follows:
Balance Balance

July 1, 2024 Additions Disposals June 30, 2025
Land and casement $68,309 0 0 68,309
Construction in progress 0 126.184 0 126,184
Utility plant 557,594 0 0 557,594
iquipment 287,775 g 0 287,775
Total 013,678 126,184 0 1,039,862

Less Accumulated Depreciation (574.784) (606,287)
Net capital assels in seryice $338.894 $433,575

All assets, except land of $68,309 and construction in

Depreciation expense was $31,503 in 2025.
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(4) Capital Asscts, Continued

A summary of changes in Solid Waste capital assets and related accumulated depreciation follows:

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

Equipment 310,711 0 0 310,711
Total 310,711 0 0 310,711

Less Accumulated Depreciation ~ (180,614) _(201,310)
Net capital assets in service $130,097 $109.401

All asset are being depreciated. Depreciation expense was $20,696 for the year ended June 30, 2025.

(5) Long-Term Debt Payable and Other Obligations Pavable

Direct Borrowings

The following schedule reflects the changes in long-term debt, as shown [or governmental activities during
the fiscal year 2025.

Balance Balance Duc Within
July 1, 2024 Additions Retirements Junc 30, 2025 One Year
Compensated Abscnces $ 36,810 $ 6,652 $ = $ 43,462 $ 43,462
Loans Payable:
Capstar § 52,829 $ - $ 25,954 $ 26,875 § 26,875
Security Bank & Trust § 883,000 $ - $ 41,000 $ 842,000 $ 42,000
TMBF $ 46,324 h - $ 10,744 § 35,580 $ 11,290
Civic Center Loan $ = $ 296,503 $ - $ 296,503 $ -
State Bank $ 80595 $ = % o9wstie g STAM $ 26,856
Total $ 1,099,558 $ 303,155 $ 104.909 $1,297.804 $ 150,483
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(5) Long-Term Debt Payable and Other Obligations Payable, Continued

The following schedule reflects the changes in long-term debt, as shown in the Enterprise (Water and Sewer)
[fund during the [iscal year 2025.

Balance Balance Due Within

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

Compensated Absences § 7,166 $ - $ 964 $ 6,202 $ 6,202

LLoans Payable:

2023 Vchicle Loan § 38,261 $ - $ 8,903 $ 29,358 $ 9,331
Serics 2021 § 472,200 $ - $§ 51,200 $ 421,000 $ 43,100

Interim construction loan $ 990,846 $ 712,650 $ - $ 1,703,496 $ -

Series 2017 $ 416,727 $ - & 15132 $  407.605 $ 24396

Total $ 1,925,200 $ 712,650 $ 70,189 $ 2,567.661 $ 83,029

The following schedule reflects the changes in long-term debt, as shown in the Enterprise (Natural Gas)
Fund during the (iscal year 2025,

Balance Balance Due Within
July 1,2024 Additions  Retirements  June 30,2025 One Ycar
Compensated Absences $ 16,880 $ - 3 2,272 $ 14,608 $ 14,608
loans Payable:
2023 Vehicle Loan  § 31,304 $ . A 8,202 $ 23,102 $ 7,634
Series 2021 h 33.500 h) - §  33.500 h) - $ -
Total $ 81,684 $ - § 43974 $ 37,710 § 22242

The following schedule reflects the changes in long-term debt, as shown in the Enterprise (Sanitation) Iund
during the fiscal year 2025.

Balance Balance Due Within
uly 1, 2024 Additions Retirements June 30, 2025 One Year
Compensated Absences $ 10,939 $ - $ 1,472 $ 9.467 3 9,467
Notes Payable:
Trustmark Bank $ 108.700 $ - § 26400 § 82300 § 26,900
Total $ 119,639 $ - $ 27872 $ 91.767 $ 36367
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(5) Long-Term Dcbt Payable and Other Obligations Pavable, Continued

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

Year Ending General Obligation

June 30 Principal Interest
2026 107,021 27,819
2027 82,378 24,349
2028 57,440 21,597
2029 46,000 19,697
2030 48,000 18,358
2031-2035 258,000 70,559
2036-2040 295,000 31,555
2041 64.000 984
Total 957.839% 214,919

*Additionally, the General I'und fund has an interim construction loan of $296,503. This loan will be
included in this schedule once the loan is fully funded.

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

Water and Sewer FFund Natural Gas 1'und
Year Ending

June 30 Principal Interest Principal Interest
2026 76,827 18,952 7,634 1,052
2027 78,930 16,813 8,001 685
2028 81,164 14,788 7,467 302

2029 72,599 12,979 - -

2030 74,391 11,637 - -

2031-2035 336,940 31,994 - -
2036-2039 137:11% 6.859 - =
Total 857,963* 114,021 23,102 2,039

* Additionally, the Water and Sewer fund has an interim construction loan of $1,703,496. This loan will be
included in this schedule once the loan is fully funded.
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(5) Long-Term Debt Pavable and Other Obligations Payable, Continued

Principal and interest requirements to maturity on all outstanding bonds, loans and obligations as of June
30, 20235, are as follows:

Sanitation [Fund

Year Ending
June 30, Principal Interest
2026 26.900 1,605
2027 27.400 1,080
2028 28.000 546

Total 82,300 3,231

The above bonds and notes payable contain provisions that in the event of default, the lender can use any
remedy allowed by state or federal law,
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(6) Pension Plan
General Information about the Pension Plan

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

Benefits provided. T'ennessee Code Annotated Title 8, Chapter 34-37 established the benefit terms and ean
be amended only by the Tennessee General Assembly. The chief legislative body may adopt the benefit
tlerms permilted by statute. Members are eligible to retire with an unreduced benefit at age 60 with 5 years
of service credit or after 30 ycars of service credit regardless of age. Benefits are determined by formula
using the member’s highest five consecutive year average compensation and the member’s years ol service
credit. Reduced benefits for carly retirement are available at age 55 and vested. Members vest with live
years of service credit, Service-related disability benelils are provided regardless of length of service, ive
years ol service is required for non-service-related disability eligibility. The service related and non-service-
related disability benefits are determined in the same manner as a service retirement benelit but are reduced
10 percent and include projected service credits, A variety of death benefits are available under various
eligibility criteria.

Member and beneliciary annuitants arc entitled to automatic cost of living adjustments (COLAs) afier
retirement. A COLA is granted cach July for annuitants retired prior to the 2" of July of the previous year.
The COLA is based on the change in the consumer price index (CPI) during the prior calendar year, capped
at 3 percent, and applied to the current benelit, No COLA is granted il the change in the CPI is less than
one-hall percent. A one percent COLA is granted if the CPI change is between one-hall percent. A member
who leaves employment may withdraw their employce contributions, plus any accumulated interest.

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

Inactive employees or beneliciaries currently reeciving benefits
Inactive ecmployees entitled lo but not yet receiving benefits
Active employces

]-hl.—nﬁ—-—
0 joo L O

Total
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(6) Pension Plan, Continued

Contributions. Contributions for employecs are established in the statutes governing the TCRS and may
only be changed by the Tennessce General Assembly. I'mployces contribute 5 percent of salary. Loretto
makes employer contributions at the rate set by the Board of Trustees as determined by an actuarial
valuation. For the year ended June 30, 2025, employer contributions for Loretto were $131,720 based on a
rate of 6.67% percent of covered payroll, By law. employer contributions are required to be paid. The TCRS
may interecept Lorefto’s state shared taxes if required employer contributions are not remitted. The
employers actuarially determined contribution (ADC) and member contributions are expected to [inance the
costs of benefits carned by members during the year, the cost of administration, as well as an amortized
portion of any unfunded liability.

Net Pension Liabilitv (Asscl)

Loretlo’s net pension liability (asset) was measured as of Junc 30, 2024, and the total pension liability used
to calculate net pension liability (asset) was determined by an actuarial valuation as of that date.

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

Inflation 2.25 pereent

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

Investment rate of return  6.75 percent, net of pension plan investment expenses, including inflation.
Cost-of-Living Adjustment 2,125 percent

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

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

Long-term Lixpected

Asset class Real Rare of Return Larget Allocation

U.S. equity 4.88% 31%

Developed market international equity 5.37% 14%

Iimerging market international equity 6.09% 4%

Private cquity and strategic lending 6.57% 20%

U.S. fixed income 1.20% 20%

Real Estate 4.38% 10%

Short-term securities 0.00% 1%
Total 100%

The long-term expecied rate of return on pension plan investments was established by the TCRS Board of
Trustees as 6,75 percent bascd on a blending of the three lactors described above.

Discount rate. The discount rate used to measure the total pension liability was 6,75 percent. The projection
of cash flows used to determine the discount rate assumed that employee contributions will be made at the
current rate and that contributions from Loretto will be made at the actuarially determined contribution rate
pursuant to an actuarial valuation in accordance with the funding policy of the TCRS Board of 'T'rustees and
as required to be paid by statc statute. Based on those assumptions, the pension plan’s fiduciary net position
was projected to be available to make projected [uturc benelit payments ol current active and inactive
members. Therefore, the long-term expected rate of return on pension plan investments was applied to all
periods of projected benefit payments to determine the total pension liability.
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Changes in the Net Pension Liability (Asset)

Increase (Decreasc)

Total Pension Plan Net Pension
Liability (Assct) IFiduciary Net Liability
Position (Assct)
(a) (b) (a) - (b)
Balance at 6/30/23 $3,429,537 $3,191,253 $238,284
Changes for the Year:
Service Cost 86,419 - 86,419
Interest 232,953 - 232,953
Changes in Benefit Terms - - -
Differences between expected
and actual experience 263,783 - 263,783
Changes in assumptions - - -
Contributions-employer - 54,941 (54,941)
Contributions-employces - 54,941 (54,941)
Net investment income - 310,479 (310,479)
Benelit payments, including refunds
of employee contributions (129,606) (129,606) -
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