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EPB Electric System Schedules of Cash Flows

For the years ended June 30,2013 and 2012

CASH FLOWS FROM OPERATING ACTIVITIES

Receipts from customers $ 557,132,000 $ 575,511,000
Payments to suppliers for goods and services (464,454,000) (476.012,000)
Payments to employees for services (28,070,000) (27,311,000)
Payments in lieu of taxes (15,294,000) (13,848,000)
NET CASH PROVIDED BY OPERATING ACTIVITIES 49,314,000 58,340,000

CASH FLOWS FROM CAPITAL AND RELATED FINANCING ACTIVITIES

Additions to utility plant (52,811,000) (108,590,000)
Removal cost (1,159,000) (1,052,000)
Salvage 160,000 1,281,000
Contributions in aid of construction 18,283,000 38,854,000
Bond principal payment (2,965,000) (2,750,000)
Bond interest payment (13,256,000) (13,377,000)
NET CASH USED IN CAPITAL AND RELATED FINANCING ACTIVITIES (51,748,000) (85,634,000)

CASH FLOWS FROM INVESTING ACTIVITIES

Interest on investments 343,000 424,000
Interest from notes to Fiber Optics System 1,044,000 1,158,000
Notes to Fiber Optics System - (7,000,000)
Principal received from notes to Fiber Optics System 45,874,000 7,889,000
Sale of investments - 5,105,000
NET CASH PROVIDED BY INVESTING ACTIVITIES 47,261,000 7,576,000
NET CHANGE IN CASH AND CASH EQUIVALENTS 44,827,000 (19,718,000)
CASH AND CASH EQUIVALENTS, BEGINNING OF YEAR 78,802,000 98,520,000
CASH AND CASH EQUIVALENTS, END OF YEAR $ 123,629,000 $ 78,802,000

RECONCILIATION OF OPERATING INCOME TO NET CASH

PROVIDED BY OPERATING ACTIVITIES
Net operating income $ 23,356,000 $ 21,064,000
Adjustments to reconcile net operating income
to net cash provided by operating activities:

Depreciation and amortization 33,486,000 31,798,000
Miscellaneous non-operating expenses, net 220,000 102,000
Tax equivalents transferred to City of Chattanooga (5,790,000) (5,518,000)
Changes in assets and liabilities:
Accounts receivable, net (2,517,000) 2,161,000
Unbilled electric sales 3,764,000 (10,651,000)
Grants receivable 360,000 20,699,000
Materials and supplies 1,394,000 (1,349,000)
Prepayments and other current assets 791,000 4,414,000
TVA discounted energy units 375,000 417,000
Other charges 149,000 75,000
Accounts payable, net (8,593,000) (8,765,000)
Customer deposits 2,239,000 1,833,000
Accrued tax equivalents 1,202,000 1,418,000
Other current liabilities (763,000) 768,000
Other credits (316,000) (105,000)
Accrued postretirement benefit obligation (43,000) (21,000)
NET CASH PROVIDED BY OPERATING ACTIVITIES $ 49,314,000 $ 58,340,000

(The accompanying Notes to Financial Statements are an integral part of these statements.)



Supplemental Information | 70

EPB Fiber Optics System Schedules of Net Position

June 30,2013 and 2012
ASSETS
CURRENT ASSETS

Cash and cash equivalents $ 859,000 $ 1,640,000
Accounts receivable, less allowance for
doubtful accounts of $444,000 and $457,000

in 2013 and 2012, respectively 5,484,000 3,982,000
Prepayments and other current assets 1,051,000 658,000
7,394,000 6,280,000
NON-CURRENT ASSETS

Utility plant -
Utility plant 117,799,000 103,383,000
Less - accumulated provision for depreciation (47,714,000) (36,222,000)
Net utility plant 70,085,000 67,161,000
Other non-current assets - 252,000 150,000
TOTAL ASSETS $ 77,731,000 $ 73,591,000

LIABILITIES AND NET POSITION

CURRENT LIABILITIES
Accounts payable $ 6,248,000 $ 3,780,000
Accrued tax equivalents 1,559,000 1,547,000
Accrued interest payable 164,000 923,000
Line of credit - 2,112,000
Notes payable-other 3,833,000 3,613,000
Other current liabilities 2,945,000 2,904,000
14,749,000 14,879,000
NON-CURRENT LIABILITIES
Notes payable to Electic System - 45,874,000
Notes payable - other 7,028,000 18,112,000
Line of credit 51,828,000 -
Accrued postretirement benefit obligation 1,434,000 1,291,000
Other non-current liabilities 3,016,000 2,381,000
63,306,000 67,658,000
NET POSITION
Net investment in capital assets 70,085,000 67,161,000
Unrestricted (70,409,000) (76,107,000)
(324,000) (8,946,000)
TOTAL LIABILITIES AND NET POSITION $ 77,731,000 $ 73,591,000

(The accompanying Notes to Financial Statements are an integral part of these statements.)
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EPB Fiber Optics System Schedules of Revenues,
Expenses, and Changes in Net Position

For the years ended June 30, 2013 and 2012

OPERATING REVENUES
Fiber optics sales

Commercial basic local services revenue $ 20,746,000 $ 18,537,000
Commercial long distance message revenue 1,164,000 1,250,000
Residential services revenue 52,032,000 41,438,000
TOTALBILLED FIBER OPTICS SALES 73,942,000 61,225,000

Less uncollectible accounts (764,000) (481,000)
TOTAL FIBER OPTICS SALES 73,178,000 60,744,000
Other operating revenues 7,537,000 5,758,000
TOTAL OPERATING REVENUES 80,715,000 66,502,000

OPERATING EXPENSES

Cost of services 27,868,000 21,183,000
Operation expenses 26,058,000 22,401,000
General and administrative 2,201,000 2,362,000
Provision for depreciation 12,343,000 10,829,000
City, county, and state tax equivalents 975,000 924,000
TOTAL OPERATING EXPENSES 69,445,000 57,699,000
Net operating income 11,270,000 8,803,000
OTHER DEDUCTIONS
Interest expense on long term debt and line of credit (2,047,000) (1,555,000)
Plant cost recovered through contributions in aid of construction - (352,000)
TOTAL OTHER DEDUCTIONS (2,047,000) (1,907,000)
INCOME BEFORE TRANSFERS AND CONTRIBUTIONS 9,223,000 6,896,000
TAXEQUIVALENTS TRANSFERRED TO CITY OF CHATTANOOGA (601,000) (623,000)
CONTRIBUTIONS IN AID OF CONSTRUCTION - 352,000
CHANGE IN NET POSITION 8,622,000 6,625,000
NET POSITION, BEGINNING OF YEAR (8,946,000) (15,571,000)
NET POSITION, END OF YEAR $ (324,000) $ (8,946,000)

(The accompanying Notes to Financial Statements are an integral part of these statements.)
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EPB Fiber Optics System Schedules of Cash Flows

For the years ended June 30, 2013 and 2012

CASH FLOWS FROM OPERATING ACTIVITIES
Receipts from customers
Payments to suppliers for goods and services
Payments to employees for services
Payments in lieu of taxes

NET CASH PROVIDED BY OPERATING ACTIVITIES

CASH FLOWS FROM CAPITAL AND RELATED FINANCING ACTIVITIES

Additions to utility plant

Contributions in aid of construction

Interest paid on notes payable to Electirc System
Interest paid on long term debt

Interest paid on line of credit

Changes in line of credit, net

Debt issuance costs

Repayment of notes payable to Electric System
Borrowings under notes payable to Electric System

Borrowings under notes payable
Repayments of notes payable

NET CASH USED IN CAPITAL AND RELATED FINANCING ACTIVITES

NET INCREASE IN CASH AND CASH EQUIVALENTS
CASH AND CASH EQUIVALENTS, BEGINNING OF YEAR
CASH AND CASH EQUIVALENTS, END OF YEAR

RECONCILIATION OF OPERATING INCOME TO NET CASH
PROVIDED BY OPERATING ACTIVITIES

Net operating income

Adjustments to reconcile net operating income
to net cash provided by operating activities:

Depreciation and amortization
Tax equivalents transferred to City of Chattanooga
Changes in assets and liabilities:
Accounts receivable, net
Prepayments and other current assets
Accounts payable, net
Accrued tax equivalents
Other current liabilities

Other credits
Accrued postemployment benefit obligation

NET CASH PROVIDED BY OPERATING ACTIVITIES

(The accompanying Notes to Financial Statements are an integral part of these statements.)

79,216,000 $ 64,963,000
(49,619,000) (42,954,000)
(3,630,000) (4,155,000)
(1,548,000) (1,412,000)
24,419,000 16,442,000

(15,051,000)

(16,250,000)

- 352,000
(1,044,000) (1,158,000)
(282,000) (739,000)
(1,542,000) (58,000)
49,716,000 360,000
(259,000) (12,000)
(45,874,000) (7,889,000)
-- 7,000,000
11,500,000 7,500,000
(22,364,000) (4,682,000)
(25,200,000) (15,576,000)
(781,000) 866,000
1,640,000 774,000
859,000 $ 1,640,000
11,270,000 $ 8,803,000
12,343,000 10,829,000
(601,000) (623,000)
(1,502,000) (1,525,000)
(393,000) (17,000)
2,468,000 670,000
12,000 135,0000
41,000 (2,477,000)
638,000 501,000
143,000 146,000
24,419,000 $ 16,442,000
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EPB Telecom System Schedules of Net Position

June 30,2013 and 2012

ASSETS

m
CURRENT ASSETS

Cash and cash equivalents $ 633,000 $ 116,000
Accounts receivable, less allowance for
doubtful accounts of $25,000 and $37,000

in 2013 and 2012, respectively 1,063,000 1,087,000
Prepayments and other current assets 106,000 111,000
1,802,000 1,314,000

NON-CURRENT ASSETS
Utility plant -

Utility plant 32,102,000 32,559,000

Less - accumulated provision for depreciation (21,718,000) (19,929,000)

Net utility plant 10,384,000 12,630,000

Other non-current assets 45,000 94,000
TOTAL ASSETS $ 12,231,000 $ 14,038,000

LIABILITIES AND NET POSITION

CURRENT LIABILITIES
Accounts payable $ 1,197,000 $ 378,000
Accrued tax equivalents 817,000 906,000
Accrued interest payable 13,000 39,000
Line of credit - 2,112,000
Notes payable 3,833,000 3,613,000
Other current liabilities 169,000 168,000
6,029,000 7,216,000
NON-CURRENT LIABILITIES
Note payable 7,028,000 10,799,000
Unearned revenue 297,000 218,000
7,325,000 11,017,000
NET POSITION
Net investment in capital assets 10,384,000 12,630,000
Unrestricted (11,507,000) (16,825,000)
(1,123,000) (4,195,000)
TOTAL LIABILITIES AND NET POSITION $ 12,231,000 $ 14,038,000

(The accompanying Notes to Financial Statements are an integral part of these statements.)
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EPB Telecom System Schedules of Revenues, Expenses,

and Changes in Net Position
For the years ended June 30, 2013 and 2012

OPERATING REVENUES
Fiber optics sales

Commercial basic local services revenue $ 11,228,000 $ 11,721,000
Commercial long distance message revenue 1,164,000 1,250,000
TOTALBILLED FIBER OPTICS SALES 12,392,000 12,971,000

Less uncollectible accounts (6,000 -
TOTAL FIBER OPTICS SALES 12,386,000 12,971,000
Other operating revenues 1,573,000 1,294,000
TOTAL OPERATING REVENUES 13,959,000 14,265,000

OPERATING EXPENSES

Cost of services 2,634,000 2,729,000
Operation expenses 3,912,000 3,919,000
General and administrative 503,000 633,000
Provision for depreciation 2,585,000 2,928,000
City, county, and state tax equivalents 483,000 529,000

TOTAL OPERATING EXPENSES 10,117,000 10,738,000
Net operating income 3,842,000 3,527,000

OTHER DEDUCTIONS

Interest expense on long term debt and line of credit (436,000) (611,000)
Plant cost recovered through contributions in aid of construction - (352,000)
TOTAL OTHER DEDUCTIONS (436,000) (963,000)

INCOME BEFORE TRANSFERS AND CONTRIBUTIONS 3,406,000 2,564,000
TAX EQUIVALENTS TRANSFERRED TO CITY OF CHATTANOOGA (334,000) (377,000)
CONTRIBUTIONS IN AID OF CONSTRUCTION -- 352,000
CHANGE IN NET POSITION 3,072,000 2,539,000
NET POSITION, BEGINNING OF THE YEAR (4,195,000) (6,734,000)
NET POSITION, END OF YEAR $ (1,123,000) $ (4,195,000)

(The accompanying Notes to Financial Statements are an integral part of these statements.)
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EPB Telecom System Schedules of Cash Flows

For the years ended June 30,2013 and 2012

CASH FLOWS FROM OPERATING ACTIVITIES

Receipts from customers $ 13,977,000 $ 13,891,000
Payments to suppliers for goods and services (6,135,000) (7,928,000)
Payments in lieu of taxes (907,000) (947,000)

NET CASH PROVIDED BY OPERATING ACTIVITIES 6,935,000 5,016,000

CASH FLOWS FROM CAPITAL AND RELATED FINANCING ACTIVITIES

Additions to utility plant (339,000) (599,000)
Contributions in aid of construction - 352,000
Interest paid on long term debt (282,000) (548,000)
Interest paid on line of credit (82,000) (58,000)
Change in line of credit, net (2,112,000) 360,000
Debt issuance costs (52,000) (12,000)
Borrowing under notes payable 11,500,000 --
Repayments of notes payable (15,051,000) (4,495,000)
NET CASH USED IN CAPITAL AND RELATED FINANCING ACTIVITIES (6,418,000) (5,000,000)
NET CHANGE IN CASH AND CASH EQUIVALENTS 517,000 16,000
CASH AND CASH EQUIVALENTS, BEGINNING OF YEAR 116,000 100,000
CASH AND CASH EQUIVALENTS, END OF YEAR $ 633,000 $ 116,000

RECONCILIATION OF OPERATING INCOME TO NET CASH
PROVIDED BY OPERATING ACTIVITIES

Net operating income $ 3,842,000 $ 3,527,000

Adjustments to reconcile net operating income
to net cash provided by operating activities:

Depreciation and amortization 2,585,000 2,928,000
Tax equivalents transferred to City of Chattanooga (334,000) (377,000)
Changes in assets and liabilities:
Accounts receivable, net 24,000 (361,000)
Prepayments and other current assets 5,000 42,000
Accounts payable, net 819,000 (325,000)
Accrued tax equivalents (89,000) (41,000)
Other current liabilities 1,000 (394,000)
Other credits 82,000 17,000
NET CASH PROVIDED BY OPERATING ACTIVITIES $ 6,935,000 $ 5,016,000

(The accompanying Notes to Financial Statements are an integral part of these statements.)
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EPB Video & Internet System Schedules of Net Position

June 30,2013 and 2012

ASSETS
CURRENT ASSETS
Cash and cash equivalents $ 226,000 $ 1,524,000
Accounts receivable, less allowance for
doubtful accounts of $419,000 and $420,000 4,421,000 2,895,000
in 2013 and 2012, respectively
Prepayments and other current assets 945,000 547,000
5,592,000 4,966,000
NON-CURRENT ASSETS
Utility plant -
Utility plant 85,697,000 70,824,000
Less - accumulated provision for depreciation (25,996,000) (16,293,000)
Net utility plant 59,701,000 54,531,000
Other non-current assets 207,000 56,000
TOTAL ASSETS $ 65,500,000 $ 59,553,000
LIABILITIES AND NET POSITION
CURRENT LIABILITIES
Accounts payable $ 5,051,000 $ 3,402,000
Accrued tax equivalents 742,000 641,000
Accrued interest payable 151,000 884,000
Other current liabilities 2,776,000 2,736,000
8,720,000 7,663,000
NON-CURRENT LIABILITIES
Notes payable to Electric System - 45,874,000
Notes payable - bank - 7,313,000
Line of credit 51,828,000 -
Accrued postemployment benefit obligation 1,434,000 1,291,000
Deferred credits 2,719,000 2,163,000
55,981,000 56,641,000
NET POSITION
Net investment in capital assets 59,701,000 54,531,000
Unrestricted (58,902,000) (59,282,000)
799,000 (4,751,000)
TOTAL LIABILITIES AND NET POSITION $ 65,500,000 $ 59,553,000

(The accompanying Notes to Financial Statements are an integral part of these statements.)
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EPB Video & Internet System Schedules of Revenues,

Expenses, and Changes in Net Position
For the years ended June 30, 2013 and 2012

2013

OPERATING REVENUES
Fiber optics sales
Commercial basic local services revenue $
Residential services revenue

2012

TOTALBILLED FIBER OPTICS SALES

Less uncollectible accounts

TOTAL FIBER OPTICS SALES

Other operating revenues

TOTAL OPERATING REVENUES

OPERATING EXPENSES

Cost of services

Operation expenses

General and administrative

Provision for depreciation

City, county, and state tax equivalents

TOTAL OPERATING EXPENSES

Net operating income

OTHER DEDUCTIONS
Interest expense on long term debt

INCOME BEFORE TRANSFERS

TAXEQUIVALENTS TRANSFERRED TO CITY OF CHATTANOOGA

CHANGE IN NET POSITION

NET POSITION, BEGINNING OF YEAR

NET POSITION, END OF YEAR $

9,518,000 $ 6,816,000
52,032,000 41,438,000
61,550,000 48,254,000

(758,000) (481,000)
60,792,000 47,773,000

5,964,000 4,464,000
66,756,000 52,237,000
25,234,000 18,454,000
22,146,000 18,482,000

1,698,000 1,729,000

9,758,000 7,901,000

492,000 395,000

59,328,000 46,961,000

7,428,000 5,276,000
(1,611,000) (944,000)

5,817,000 4,332,000

(267,000) (246,000)

5,550,000 4,086,000
(4,751,000) (8,837,000)

799,000 $ (4,751,000)

(The accompanying Notes to Financial Statements are an integral part of these statements.)
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EPB Video & Internet System Schedules of Cash Flows

For the years ended June 30,2013 and 2012

2013 2012

CASH FLOWS FROM OPERATING ACTIVITIES

Receipts from customers $ 65,239,000 $ 51,072,000
Payments to suppliers for goods and services (43,484,000) (35,026,000)
Payments to employees for services (3,630,000) (4,155,000)
Payments in lieu of taxes (641,000) (465,000)

NET CASH PROVIDED BY OPERATING ACTIVITIES 17,484,000 11,426,000

CASH FLOWS FROM CAPITAL AND RELATED FINANCING ACTIVITIES

Additions to utility plant (14,712,000) (15,651,000)
Debt insurance costs (207,000) -

Interest paid on notes payable to Electric System (1,044,000) (1,158,000)
Interest paid on long term debt -- (191,000)
Interest paid on line of credit (1,460,000) -

Changes in line of credit, net 51,828,000 —

Repayment of notes payable to Electric System (45,874,000) (7,889,000)
Borrowings under notes payable to Electric System - 7,000,000
Borrowings under notes payable - 7,500,000
Repayments of notes payable (7,313,000) (187,000)

NET CASH USED IN CAPITAL

AND RELATED FINANCING ACTIVITES (18,782,000) (10,576,000)
NET CHANGE IN CASH AND CASH EQUIVALENTS (1,298,000) 850,000
CASH AND CASH EQUIVALENTS, BEGINNING OF YEAR 1,524,000 674,000
CASH AND CASH EQUIVALENTS, END OF YEAR $ 226000 $ 1,524,000

RECONCILIATION OF OPERATING INCOME TO NET CASH
PROVIDED BY OPERATING ACTIVITIES

Net operating income $ 7,428,000 $ 5,276,000

Adjustments to reconcile net operating income
to net cash provided by operating activities:

Depreciation and amortization 9,758,000 7,901,000
Tax equivalents transferred to City of Chattanooga (267,000) (246,000)

Changes in assets and liabilities:
Accounts receivable, net (1,526,000) (1,164,000)
Prepayments and other current assets (398,000) (59,000)
Accounts payable, net 1,649,000 995,000
Accrued tax equivalents 101,000 176,000
Other current liabilities 40,000 (2,083,000)
Other credits 556,000 484,000
Accrued postemployment benefit obligation 143,000 146,000
NET CASH PROVIDED BY OPERATING ACTIVITIES $ 17,484,000 $ 11,426,000

(The accompanying Notes to Financial Statements are an integral part of these statements.)
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& MCCULLOUGH, rpLLe

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

To the Board of Directors, Electric Power Board of Chattanooga
Chattanooga, 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 Electric Power Board (“EPB”, an enterprise fund of the City of Chattanooga) as of
and for the years ended June 30, 2013 and 2012, and the related notes to the financial statements,
which collectively comprise EPB’s basic financial statements, and have issued our report thereon
dated August 26, 2013.

Internal Control Over Financial Reporting

In planning and performing our audit of the financial statements, we considered EPB’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 EPB’s internal

control. Accordingly, we do not express an opinion on the effectiveness of EPB’s internal control.

1200 Market street | Chattanooga, TN 37402 | t 423.756.7771 | £ 423.265.8125 | www.hhmcpas.com
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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 EPB’s financial statements are free from
material misstatement, we performed tests of its compliance with certain provisions of laws,
regulations, contracts, and grant agreements, noncompliance with which could have a direct and
material effect on the determination of financial statement amounts. However, providing an opinion
on compliance with those provisions was not an objective of our audit, and accordingly, we do not
express such an opinion. The results of our tests disclosed no instances of noncompliance or other
matters that are required to be reported under Government Auditing Standards.

Purpose of this Report

The purpose of this report is solely to describe the scope of our testing of internal control and
compliance and the results of that testing, and not to provide an opinion on the effectiveness of the
entity’s internal control or on compliance. This report is an integral part of an audit performed in
compliance with Government Auditing Standards in considering the entity’s internal control and
compliance. Accordingly, this communication is not suitable for any other purpose.

Chattanooga, Tennessee
August 26, 2013

NWU Nuteharam

< W&‘%’Z‘” PLLC
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Required Financial Statements

The financial statements of EPB report information using accounting methods similar to those
used by private sector companies. These statements offer short and long-term financial
information about its activities. The Balance Sheet includes all of EPB’s assets and liabilities and
provides information about the nature and amounts of investments in resources (assets) and
the obligations to EPB creditors (liabilities). It also provides the basis for evaluation of the capital
structure of EPB and assessing the liquidity and financial flexibility of EPB.

All of the current year’'s revenues and expenses are accounted for in the Statement of Revenues,
Expenses, and Changes in Net Position. This statement measures the success of EPB'’s
operations over the past year and can be used to determine whether EPB has successfully
recovered all its costs through rates and other charges.

The final required financial statement is the Statement of Cash Flows. This statement reports
cash receipts, cash payments, and net changes in cash resulting from operating, investing, and
financing activities and provides details as to the sources of cash, the uses of cash, and the
change in the cash balance during the reporting period.

Financial Analysis of EPB

The Balance Sheets and the Statements of Revenues, Expenses and Changes in Net Position
report information about EPB’s activities in a way that will highlight the change in financial
condition from year to year. These two statements report the net assets of EPB and the changes
in them. The difference between assets and liabilities is one way to measure financial health or
financial position. Over time, increases or decreases in EPB’s net assets are an indicator of
whether its financial health is improving. However, other non-financial factors must also be
considered such as weather, economic conditions, population growth, and new or changed
governmental legislation.



