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INDEPENDENT AUDITOR'S REPORT

The Board of Directors
Tipton County Emergency Communications District
Covington, Tennessee

We have audited the accompanying financial statements of the Tipton County Emergency
Communications District (a component unit of Tipton County, Tennessee) as of and for the year
ended June 30, 2009, which collectively comprise the Tipton County Emergency Communications
District’s basic financial statements as listed in the table of contents. These financial statements are
the responsibility of the Tipton County Emergency Communications District’s management. Our
responsibility is to express an opinion on these financial statements based on our audit.

We conducted our audit in accordance with auditing standards generally accepted in the United
States of America and the standards applicable to financial audits contained in Government Auditing
Standards, issued by the Comptroller General of the United States. Those standards require that we
plan and perform the audit to obtain reasonable assurance about whether the financial statements are
free of material misstatement. An audit includes examining, on a test basis, evidence supporting the
amounts and disclosures in the financial statements. An audit also includes assessing the accounting
principles used and significant estimates made by management, as well as evaluating the overall
financial statement presentation. We believe that our audit provides a reasonable basis for our
opinion.

Donated capital assets received during the current year by Tipton County Emergency Communica-
tions District have not been reflected in the accompanying financial statements. In our opinion,
donated capital assets should be recorded at fair value to conform with accounting principles
generally accepted in the United States of America, and those amounts should be depreciated over
the estimated useful lives of the assets. The effects on the financial statements of the preceding
departure from accounting principles generally accepted in the United States of America are not
reasonably determinable.

In our opinion, except for the effects of the matter discussed in the preceding paragraph, the financial
statements referred to above present fairly, in all material respects, the financial position of Tipton
County Emergency Communications District as of June 30, 2009, and the results of operations and
its cash flows for the year then ended in conformity with accounting principles generally accepted
in the United States of America.

In accordance with Government Auditing Standards, we have also issued our report dated November
30, 2009, on our consideration of Tipton County Emergency Communications District’s internal
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control over financial reporting and on our tests of its compliance with certain provisions of laws,
regulations, contracts, and grant agreements and other matters. The purpose of that report is to
describe the scope of our testing of internal control over financial reporting and compliance and the
results of that testing, and not to provide an opinion on the internal control over financial reporting
or on compliance. That report is an integral part of an audit performed in accordance with
Government Auditing Standards and should be considered in assessing the results of our audit.

The Management’s Discussion and Analysis and Retirement Plan - Schedule of Funding Progress
as listed in the table of contents are not a required part of the basic financial statements but are
supplementary information required by accounting principles generally accepted in the United States
of America. We have applied certain limited procedures, which consisted principally of inquiries of
management regarding the methods of measurement and presentation of the required supplementary
information. However, we did not audit the information and express no opinion on it.

Our audit was conducted for the purpose of forming an opinion on the financial statements that
collectively comprise the Tipton County Emergency Communications District’s basic financial
statements. The introductory section and schedules are presented for purposes of additional analysis
and are not a required part of the basic financial statements. The schedules have been subjected to
the auditing procedures applied in the audit of the basic financial statements and, in our opinion, are
fairly stated in all material respects in relation to the basic financial statements taken as a whole. The
introductory section has not been subjected to the auditing procedures applied in the audit of the
basic financial statements and, accordingly, we express no opinion on it.

m%@f ST

November 30, 2009




TIPTON COUNTY EMERGENCY COMMUNICATIONS DISTRICT
MANAGEMENT’S DISCUSSION AND ANALYSIS
YEAR ENDED JUNE 30, 2009

Our discussion and analysis of Tipton County Emergency Communications District’s financial
performance provides an overview of its financial activities for the fiscal year ended June 30, 2009.
It should be read with the District’s financial statements. which begin on page 7.

FINANCIAL HIGHLIGHTS

The District’s net assets increased approximately $59,000 from the prior year as a result of’
this year’s operations.

Operating expenses increased to approximately $1.017,000 in the current year, from
$£912,000 for the year ending June 30, 2008.

Current year revenues. including contributions and grants from participating local and state

governments, were approximately $1,173.000, an increase from $1.032.000 in the
immediately preceding year.

OVERVIEW OF THE FINANCIAL STATEMENTS

This annual report consists of the following parts: Management s Discussion and Analysis. Financial
Statements. Notes to the Financial Statements, Required Supplementary Information, and Other
Supplementary Information.

USING THIS ANNUAL REPORT AND REQUIRED FINANCIAL STATEMENTS

This annual report consists of several basic financial statements. The Statement of Net Assets
provides a measure of the difference between the District’s assets and its liabilities at a given point
in time, at our fiscal year-end date of June 30. The Statement of Activities provides information
about the sources of income and how the resources were used during the fiscal year. The Statement
of Cash Flows gives a detail of how cash was received and used during the fiscal year. The budgetary
comparison data compares actual results of operations against budgeted amounts. Our analysis of
the financial status of Tipton County Emergency Communications District begins below.

One of the most important questions asked about the District’s finances is. “Is the District as a whole
better off or worse off as a result of the year's activities?” The Statement of Net Assets and the
Statement of Activities report information about the District and about its activities in a way that
helps answer this question. These statements include all assets and liabilities using the accrual basis
of accounting, which is similar to the accounting usecd by most private-sector companies. All of the
current year’s revenues and expenses are taken into account regardless of when cash is received or
paid.

CONDENSED COMPARATIVE FINANCIAL INFORMATION

The District's total net assets increased from a year ago. and this analysis presents net assets at June
30 for two years (Table 1) and the changes in net assets (Table 2) for each of the years.



TIPTON COUNTY EMERGENCY COMMUNICATIONS DISTRICT
MANAGEMENT’S DISCUSSION AND ANALYSIS - CONTINUED
YEAR ENDED JUNE 30, 2009

TABLE 1
NET ASSETS
(IN THOUSANDS)

2009 2008

Current ASSetS . . ... h) 1240 § 1,068

Equipment . ......................... 363 650
Total Assets .......... ... ... ..... 1.803 1.718
Current Liabilities .. .................. 51 25
Net Assets
Invested in capital assets ............ 563 650
Unrestricted . ........ .0 uunn.n. 1,189 1.043
Total Net Assets . ............... $ 1.752  § 1.693

Total net assets increased by $59,357 during the current year as a result of revenues from telephone
tariffs and grants from participating governments,

A summary of the District’s Statement of Revenues, Expenses. and Changes in Net Assets is given
below:

TABLE 2
REVENUES, EXPENSLES, AND CHANGES IN NET ASSETS
(IN THOUSANDS)

2009 2008
Revenues and Contributions
Operating revenues ................... $ 706 % 694
Contributions from local governments . . .. 326 304
Interestand other .................... 44 34
Total Revenues and Contributions . . . . . 1.076 1.032
Operating Expenses
Salaries and benefits ............... 733 634
Contracted services ................ 115 103
Supplies and materials .............. 26 22
Depreciation .. .................... 123 125
Other ... ... . . .. i .. 20 28
Total Operating Expenses ......... 1.017 912

Change in Net Assets . ............ $ 59 $ 120




TIPTON COUNTY EMERGENCY COMMUNICATIONS DISTRICT
MANAGEMENT’S DISCUSSION AND ANALYSIS - CONTINUED
YEAR ENDED JUNE 30, 2009

Our total expenses increased steadily, particularly in the areas of salaries and benefits and supplies.

Our expenses were up from $912.000 to $1.017,000 largely due to increased salaries and benefits
of $99,000.

BUDGETARY MATTERS

Several times during the course of the year budgeted income and expenses were changed to reflect
changing expectations and desires of the board to allocate resources to achieve our objectives.

CAPITAL ASSET ADMINISTRATION

At the end of our fiscal year the District has a total of approximately $563,000 invested in various
capital assets, primarily in communications equipment. stated at original cost less related
depreciation expense.

TABLE 3
CAPITAL ASSETS AT YEAR END
(IN THOUSANDS)
2009 2008
Communication related equipment . . .. ... $ 526 % 603
Furniture and fixtures ................. 9 11
Vehicle ... il 4 9
Dispatchroom ............. ...t 24 26
Total Capital Assets ................ $ 563 § 649

This year’s main additions were communication related equipment of $35.000.
ECONOMIC FACTORS FOR NEXT YEAR’S BUDGET

Due to continuing inflation and a steadily increasing population, the District was forced to raise its
rates to several local government partners in the current fiscal year. We hope that the small increases
will be sufficient to fund our routine operations for the immediate future.

The District budgeted a total of $46.000 in new equipment purchases for the current year ending June
30.2010. We expect to pay this amount from routine operations. No other large increases over the
prior year’s budget were made.



TIPTON COUNTY EMERGENCY COMMUNICATIONS DISTRICT
STATEMENT OF NET ASSETS
JUNE 30, 2009

ASSETS

CURRENT ASSETS
Cash
Investment-certificates of deposit
Accrued interest receivable
Accounts receivable

TOTAL CURRENT ASSETS
NONCURRENT ASSETS

Capital Assets
Being depreciated

Communication related equipment .. ... ..

Furniture
Vehicle
Leasehold improvements
Less accumulated depreciation
TOTAL CAPITAL ASSETS, NET OF
ACCUMULATED DEPRECIATION

TOTALASSETS ........ ... ... ......

LIABILITIES AND NET ASSETS

CURRENT LIABILITIES
Accountspayable .............. .. .. ...,
Accrued payroll ....... .. .. ... .

Accrued expenses
Compensated absences
TOTAL CURRENT LIABILITIES

NET ASSETS

Invested in capital asSCIS . .. ... it

Unrestricted
TOTAL NET ASSETS

TOTAL LIABILITIES AND NET ASSETS

See notes to financial statements

..................

Due from Tennessee Emergency Communications Board

...............................

$ 110,490
992,261
8.525
36.100
92,739

1.240.115

1.170.282
38.672
22.750
59,422

(728.474)
562,652

——— T 0

5 1,802,767

$ 7417
22,157
14.526

6,687

50.787

562,652
_1.189.328
1.751.980

$ 1,802,767



TIPTON COUNTY EMERGENCY COMMUNICATIONS DISTRICT
STATEMENT OF REVENUES, EXPENSES, AND CHANGES IN NET ASSETS
YEAR ENDED JUNE 30, 2009

OPERATING REVENUES

Emergency telephone servicecharges ............. ... ... ... .. ... .. ... ... S 447617
Tennessee Emergency Communications Board
Shared wireless charge .. ... . . . . . . 133.310
Operational funding . . .. ... . 120,041
Other ..o 5.050
TOTAL OPERATING REVENUE ......... ... ... ... ... .. ... ........ 706.018
OPERATING EXPENSES
Salaries and wages
DIrECIOr « i e e 47,296
Administrative personnel . ... . e 36.921
Dispatchers ... ... 445,470
Part time personnel . ... ... . e 9.450
539,137
Employee benefits
Payroll taXes ... e 44,848
ISUraNCe .. 96.883
Retirement ... . e 51.957
193.688
Contracted services
AQVCTlISIE ot e e 712
Audit and accounting Services . .. ... 8.650
Fees paid to service providers ........ .. ... .. .. .. .. . 55,786
Legal services and otherconsultants . ........ ... ... ... .. . . . i L 10.600
Maintenance agreCmMents . ... .vv vttt 23.926
NCIC/TBUTIES €XPenses . ... ...ttt it ce et 6.960
Equipment repairand operations .. ........ ... .. oo il 4.572
Other contracted SEIrVICES ...t ittt ittt ettt et e e 3924

115,130

Supplies and materials

Office supplies and postage . .. ... i 6,230
Other sUpplies . ..ot 986
Uniforms Lot e 1,367
Utilities and telephones .. ... ... . i 17.167

25,750

Other charges

Boards and meetings . ...... ... 6.217
Dues and memberships . ......... ... i i 677
INSUTANCE . oot 10,518
Training and travel ... ... .. L 919
OtheT o e 2.250
20,581

Deprecialion . ... vttt e e e e 123.136
TOTAL OPERATING EXPENSES ... ... . 1.017.422

See notes to financial statcments



TIPTON COUNTY EMERGENCY COMMUNICATIONS DISTRICT
STATEMENT OF REVENUES, EXPENSES,
AND CHANGES IN NET ASSETS - CONTINUED
YEAR ENDED JUNE 30, 2009

OPERATING (LOSS) .ottt e e e e et $ (311.404)
NONOPERATING REVENUES
Interest INCOME . . ... . . e e e 34,480
Contributions from governments
Primary government ... ... ... ot e 160.000
Other ZOVErNMENtS . . ..ottt e ittt e et e e e 166.281
Tennessee Emergency Communications
Board grant .. ... ... 10,000
TOTAL NONOPERATING REVENUES ............... .. ... .... 370.761
CHANGE INNET ASSETS ... .. e 59,357
NET ASSETS
Balanceat July 1.2008 .. ... ... 1,692.623
Balance at June 30, 2009 . ... .. 3 1.751.980

See notes to financial statements



TIPTON COUNTY EMERGENCY COMMUNICATIONS DISTRICT

STATEMENT OF CASH FLOWS
YEAR ENDED JUNE 30, 2009

CASH FLOWS FROM OPERATING ACTIVITIES

Cash received from surcharges and otherrevenues .....................
Cash payments to suppliers for goods and services .....................
Cash payments for payroll. taxes, and employee benefits . ................

Net cash (used) by operating activities .............................

CASH FLOWS FROM NONCAPITAL FINANCING ACTIVITIES

Contributions from primary government .......................ou....
Contributions from other governments . ..............................
Grant from Tennessee Emergency Communications Board ... ............

Net cash provided by noncapital financing activities .. ................

CASH FLOWS FROM CAPITAL AND RELATED FINANCING ACTIVITIES

Purchase of capital assets .......... ... ... ... .. .. .
Net cash (used) by capital and related financing activities..............

CASH FLOWS FROM INVESTING ACTIVITIES

Purchase of certificates of deposit . . .............. ... ... .. .. ... .....
Maturities of certificates of deposit .. . ......... ... . L.
INterest INCOME . ... ittt et e et et et

NET(DECREASE)INCASH ... .

CASH

Balance atJuly 1.2008 ... ... .. . . . . .

Balance at June 30. 2009 . . . ...

See notes to financial statements

$ 636.368
(146.043)
(722.516)
(232.191)

160.000
166,281
10.000

- 336.281

(36.312)
(36.312)

(922,261)
363.823
26.783

(601.655)

(533,877)

644.367

§ 110490



TIPTON COUNTY EMERGENCY COMMUNICATIONS DISTRICT
STATEMENT OF CASH FLOWS - CONTINUED
YEAR ENDED JUNE 30, 2009

RECONCILIATION OF OPERATING (LOSS) TO NET CASH
PROVIDED BY OPERATING ACTIVITIES

Operating (10SS) . . ..ottt e $ (311.404)

Adjustments to reconcile operating (loss)
to net cash provided by operating activities

Depreciation .. ...ttt 123.136

Changes in assets and liabilities
Accountsreceivable . ... ... . (21.577)
Due from Tennessee Emergency Communications Board .. .......... (48,073)
Accountspayable .. ... .. 1.288
Accrued payroll . ... . 7.765
AcCrued EXPeNSES . ...t 14,130
Compensated absences . .........oiiuiin i 2.544

79.213

NET CASH (USED BY OPERATING ACTIVITILES

See notes to financial statements



TIPTON COUNTY EMERGENCY COMMUNICATIONS DISTRICT
NOTES TO FINANCIAL STATEMENTS
YEAR ENDED JUNE 30, 2009

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

GENERAL STATEMENT - Tipton County Emergency Communications District (District) complies
with accounting principles generally accepted in the United States of America. Generally accepted
accounting principles (GAAP) includes all relevant Governmental Accounting Standards Board
(GASB) pronouncements. The District applies all applicable GASB pronouncements (including all
NCGA Statements and Interpretations currently in effect) as well as the following pronouncements
issued on or before November 30, 1989, unless those pronouncements conflict with or contradict
GASB pronouncements: Financial Accounting Standards Board (FASB) Statements and
Interpretations, Accounting Principles Board (APB) Opinions. and Accounting Research Bulletins
(ARB) of the Committee on Accounting Procedure. The District has elected not to apply FASB
Statements and Interpretations issued after November 30, 1989.

FINANCIAL REPORTING ENTITY - The District is a component unit of Tipton County,
Tennessee, the primary government unit. The District is considered a component unit of Tipton
County because Tipton County appoints a majority of the District’s Board of Directors. and there
is potential for provision of specific financial benefits to the primary government. The financial
statements present only the financial position and changes in financial position of the District and
are not intended to present fairly the financial position of Tipton County. Tennessee and the changes
in its financial position in conformity with U.S. generally accepted accounting principles.

The District was formed by the Tipton County Legislature under provisions of Tennessee law on
June 30. 1988. As such, it is a public corporation authorized to maintain and operate an emergency
communications system providing 911 service within the boundaries of Tipton County. Tennessee.
Under law it is a body politic, without powers of taxation. governed by an appointed nine-member
Board of Directors. It is funded by monthly user fees, or tariff rates, charged on each resident and
business telephone within the County and by contributions from participating governments.

BASIS OF PRESENTATION - The financial statements of the District are organized into a fund,
which is considered to be a separate accounting entity. The fund is accounted for by providing a set
of self-balancing accounts which constitute its assets. liabilities. fund equity. revenues, and expenses.
The financial statements include a statement of nel assets, a statement of revenues, expenses and
changes in net assets, and a statement of cash flows.

PROPRIETARY FUND
Enterprise Fund - An Enterprise Fund is used to account for business-like activities that are
financed and operated in a manner similar to private business enterprises - where the intent of
the governing body is that the costs (expenses. including depreciation) of providing goods or
services to the general public on a continuing basis be financed or recovered primarily through
user charges. The Enterprise Fund accounts for the operations of the emergency communica-
tions system. Operating revenues are derived principally from service charges.

12




TIPTON COUNTY EMERGENCY COMMUNICATIONS DISTRICT
NOTES TO FINANCIAL STATEMENTS - CONTINUED
YEAR ENDED JUNE 30, 2009

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - CONTINUED

MEASUREMENT FOCUS AND BASIS OF ACCOUNTING - Measurement focus is a term used
to describe “which™ transactions are recorded within the financial statements.

The proprietary fund is accounted for using the “economic resources’ measurement focus.
Accordingly. all assets and liabilities (whether current or noncurrent) are included on the statement
of net assets. The statement of revenues. expenses and changes in net assets presents increases
(revenues) and decreases (expenses) in total net assets.

Operating revenues in the proprietary fund are those revenues that are generated from the primary
operations of the fund. All other revenues are reported as non-operating revenues. Operating
expenses are those expenses that are essential to the primary operations of the fund. All other
expenses are reported as non-operating expenses.

Basis of accounting refers to “when" transactions are recorded regardless of the measurement focus
applied. Proprietary funds utilize the accrual basis of accounting, whereby revenues are recognized
in the period in which they are earned while expenses are recognized in the period in which the
liability is incurred.

DEPOSITS - Custodial credit risk is the risk that in the event of a bank failure, the District’s
deposits may not be returned to it. Although the District has not formally adopted a policy regarding
collateralization of deposits, the District follows collateralization requirements of State statutes.

INVESTMENTS - State statutes authorize the District to invest in obligations of the U.S. Treasury,
agencies, instrumentalities and obligations guaranteed as to principal and interest by the United
States or any of its agencies, repurchase agreements, the Tennessee local government investment
pool. certificates of deposit at state and federally chartered banks and savings and loan associations,
and money market funds approved by the state director of local finance.

Inaccordance with Statement No. 31 of the Governmental Accounting Standards Board, investments
with a remaining maturity of more than one year at the time of purchase are reported at fair value as
determined by quoted market prices. Short-term investments are reported at amortized cost, which
approximates fair value.

ACCOUNTS RECEIVABLE - Accountsreceivable result principally from unpaid user fees or tariff
rates. Accounts receivable are reported net of any necessary allowance for uncollectible accounts and
revenues are reported net of uncollectibles. Allowances. or any need therefore, are based on past
history of uncollectible accounts and management's analysis of current accounts. There was no
allowance for uncollectible accounts at June 30, 2009 nor any uncollectible amounts netted with
charges for user fees or tariffs for the year ended June 30. 2009.

13



TIPTON COUNTY EMERGENCY COMMUNICATIONS DISTRICT
NOTES TO FINANCIAL STATEMENTS - CONTINUED
YEAR ENDED JUNE 30, 2009

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - CONTINUED

CAPITAL ASSETS - Capital assets include property and equipment. The District does not have a
formal capitalization policy, but generally only assets with an individual cost of at least $500 and
an estimated useful life in excess of one year are capitalized. The District’s assets are capitalized at
historical cost or estimated historical cost. Gifts or contributions of capital assets are recorded at fair
value when received. The costs of normal maintenance and repairs that do not add to the value of
the asset or materially extend assets’ lives are not capitalized.

A provision lor depreciation is made on a basis considered adequate to amortize costs over the
assets” estimated useful lives using the straight-line method. Useful lives are estimated at 8 - 10
vears.

RESTRICTED RESOURCES - The District elects to use restricted assets before unrestricted assets
when the situation arises where either can be used.

NET ASSETS - Equity is classitied as net assets and displayed in the following three components:
Invested in Capital Assets - Consists of capital assets, net of accumulated depreciation.

Restricted - Consists of net assets for which constraints are placed thereon by outside sources
or external parties, such as lenders. grantors. contributors, laws. regulations and enabling
legislation, including self-imposed legal mandates. less any related liabilities.

Unrestricted - All other net assets that do not meet the description of the above categories.

CASH FLOWS - For purposes of reporting cash flows, cash consists of cash on hand and on deposit
with banks. All highly liquid investments with a maturity of three months or less when purchased
are considered to be cash equivalents. Certificates of deposit with original maturities of three months
or more when purchased are classified as investments.

RETIREMENT PLAN - Costs of the retirement plan are computed by the frozen initial liability
method. a projected benefit cost method. including a cost-of-living provision and amortization of
prior service costs over thirty years. Pension costs are funded as accrued.

COMPENSATED ABSENCES - Vacation pay for employees is accrued as an expense at the time
the employees have a vested right to receive it. Sick leave is not accrued as the employees never have
a vested right to receive it. The District’s contingent liability for the unused, nonvesting,
accumulated portions of sick leave as of June 30, 2009 totals $26.014.

14



TIPTON COUNTY EMERGENCY COMMUNICATIONS DISTRICT

NOTES TO FINANCIAL STATEMENTS - CONTINUED
YEAR ENDED JUNE 30, 2009

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - CONTINUED

BUDGETS - The District prepares a budget for management monitoring and control and to comply
with Tennessee law. The budget is approved by the Board of Directors and is on a basis consistent

with generally accepted accounting principles. Appropriations lapse at the end of the year.

NOTE 2 - CAPITAL ASSETS

Capital asset activity during the year was as follows:

BALANCE TRANSFERS/ BALANCE
JULY 1,2008  ADDITIONS DELETIONS  JUNE 30, 2009
Communication
related equipment ............ $ 1.135400 $ 34,882 $ - $1.170.282
Furiture ................... 37,242 1,430 - 38.672
Vehicle .................... 22.750 - - 22.750
Leasehold improvements . . ... .. 59.422 - - 59.422
Total other capital assets at
historical cost ............. 1,254.814 36312 - 1,291,126
Less accumulated depreciation
Communication
related equipment . ........... (531.934) (113.733) - (645,667)
Furniture ................... (26,346) (3.280) - (29.626)
Vehicle ................. ... (13,650) (4.550) - (18.200)
Leasehold improvements .. .. ... (33.408) (1.573) - (34.981)
Total accumulated
depreciation ............... (605.338) (123.136) - (728.474)
Capital assets. net .............. $§ 649476 § (86.824) b - $ 562,652

Depreciation expense for the year ended June 30, 2009 was $123.136.

The District occupies space in a county-owned building at no expense.

15



TIPTON COUNTY EMERGENCY COMMUNICATIONS DISTRICT
NOTES TO FINANCIAL STATEMENTS - CONTINUED
YEAR ENDED JUNE 30, 2009

NOTE 3- RISK FINANCING ACTIVITIES

It is the policy of the District to purchase commercial insurance for the risks of losses to which it is
exposed. These risks include general liability, property and casualty, employment practices, public
officials liability, worker's compensation and employee health and accident. Settled claims have not
exceeded this commercial coverage in any of the past three fiscal years.

NOTE 4 - RETIREMENT PLAN

PLAN DESCRIPTION - Employees of the District are members of the Political Subdivision Pension
Plan (PSPP). an agent multiple-employer defined benefit pension plan administered by the Tennessee
Consolidated Retirement System (TCRS). TCRS provides retirement benefits as well as death and
disability benefits. Benefits are determined by a formula using the member’s high five-year average
salary and years of service. Members become eligible to retire at the age of 60 with 5 years of
service or at any age with 30 years of service. A reduced retirement benefit is available to vested
members at the age of 55. Disability benefits are available to active members with five years of
service who became disabled and cannot engage in gainful employment. There is no service
requirement for disability that is the result of an accident or injury occurring while the member was
in the performance of duty. Members joining the system after July 1. 1979 become vested after 5
years of service and members joining prior to July 1. 1979 were vested after 4 years of service.
Benefit provisions are established in state statute found in Title 8. Chapter 34-37 of the Tennessee
Code Annotated (TCA). State statutes are amended by the Tennessee General Assembly. Political
subdivisions such as the District participate in the TCRS as individual entities and are liable for all
costs associated with the operation and administration of their plan. Benefit improvements are not
applicable to a political subdivision unless approved by the chief governing body.

The TCRS issues a publicly available financial report that includes financial statements and required
supplementary information for the PSPP. That report may be obtained by writing to Tennessee
Treasury Department, Consolidated Retirement System. 10th Floor. Andrew Jackson Building,
Nashville, TN 37243-0230 or can be accessed at www.treasury.state.tn.us/tcrs/ps.

FUNDING POLICY - The District has adopted a noncontributory retirement plan for its employees
by assuming employee contributions up to 5.0% of annual covered payroll.

The District is required to contribute at an actuarially determined rate; the rate for the fiscal year
ended June 30. 2009 was 10.03% of annual covered payroll. The contribution requirement of plan
members is set by state statute. The contribution requirement for the District is established and may
be amended by the TCRS Board of Trustees.

16



TIPTON COUNTY EMERGENCY COMMUNICATIONS DISTRICT
NOTES TO FINANCIAL STATEMENTS - CONTINUED
YEAR ENDED JUNE 30, 2009

NOTE 4 - RETIREMENT PLAN - CONTINUED

ANNUAL PENSION COST - For the year ended June 30. 2009. the District’s annual pension cost
of $51,957 to TCRS was equal to the District’s required and actual contributions. The required
contribution was determined as part of the July 1, 2007 actuarial valuation using the frozen entry age
actuarial cost method. Significant actuarial assumptions used in the valuation include (a) rate of
return on investment of present and future assets of 7.5% a year compounded annually, (b) projected
salary increases of 4.75% (graded) annual rate (no explicit assumption is made regarding the portion
attributable to the effects of inflation on salaries). (c) projected 3.5% annual increase in the Social
Security wage base, and (d) projected post retirement increases of 3.0% annually. The actuarial
value of assets was determined using techniques that smooth the effect of short-term volatility in the
market value of total investments over a five-year period. The District’s unfunded actuarial accrued
liability is being amortized as a level dollar amount on a closed basis. The remaining amortization
period at July 1.2007 was 11 years. An actuarial valuation was performed as of July 1, 2007, which
established contribution rates effective July 1, 2008.

TREND INFORMATION

FISCAL ANNUAL PERCENTAGE NET
YEAR PENSION OF APC PENSION
ENDED COST (APC) CONTRIBUTED OBLIGATION
6/30/09 $51.957 100.00% $0.00
6/30/08 $47.678 100.00% $0.00
6/30/07 $43.490 100.00% $0.00

FUNDED STATUS AND FUNDING PROGRESS - As of July 1. 2007. the most recent actuarial
valuation date. the plan was 83.17% funded. The actuarial accrued liability for benefits was $0.31
million. and the actuarial value of assets was $0.26 million, resulting in an unfunded actuarial
accrued liability (UAAL) of $0.05 million. The covered payroll (annual payroll of active employees
covered by the plan) was $0.43 million, and the ratio of the UAAL to the covered payroll was
12.41%.

The Schedule of Funding Progress. presented as required supplementary information (RSI) following
the notes to the financial statements. presents multiyear trend information about whether the actuarial
values of plan assets are increasing or decreasing over time relative to the AALs for benefits.

The annual required contribution (ARC) was calculated using the aggregate actuarial cost method.
Since the aggregate actuarial cost method does not identify or separately amortize unfunded actuarial
liabilities. information about funded status and funding progress has been prepared using the entry
age actuarial cost method for that purpose. and this information is intended to serve as a surrogate
tor the funded status and funding progress of the plan.
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TIPTON COUNTY EMERGENCY COMMUNICATIONS DISTRICT
NOTES TO FINANCIAL STATEMENTS - CONTINUED
YEAR ENDED JUNE 30, 2009

NOTE 4 - RETIREMENT PLAN - CONTINUED

(Dollar amounts in thousands)

ACTUARIAL ACTUARIAL
VALUE ACCRUED UNFUNDED UAAL AS A
ACTUARIAL  OF PLAN LIABILITY (AAL) AAL FUNDED  COVERED  PERCENTAGE OF
VALUATION ASSETS ENTRY AGE {UAAL) RATIO PAYROLL.  COVERED PAYROLL
DATE (A) (B) —B)-(A) {A) A B) ()] (B - A)/C)
7/01/07 $ 262 $ 315 § 53 83.17% § 427 1241 %




REQUIRED SUPPLEMENTARY INFORMATION
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TIPTON COUNTY EMERGENCY COMMUNICATIONS DISTRICT

RETIREMENT PLAN - SCHEDULE OF FUNDING PROGRESS
JUNE 30, 2009

(Dollar amounts in thousands)

ACTUARIAL UAAL AS A
ACTUARIAL  ACCRUED UNFUNDED PERCENTAGE
ACTUARIAL  VALUEOF  LIABILITY AAL FUNDED COVERED OF COVERED
VALUATION ASSETS (AAL) (UAAL) RATIO  PAYROLL  PAYROLL
DATE (A) (B) (B)-(A) (A/B) (C) ((B-A)(C)
7/01/07 $262 $315 $53 83.17% $427 12.41%

The Governmental Accounting Standards Board (GASB) requires the plan to prepare the Schedule
of Funding Progress using the entry age actuarial cost method. The requirement to present the
Schedule of Funding Progress using the Entry Age actuarial cost method was made during the year
of the most recent actuarial valuation date. therefore only the most current year is presented.




SCHEDULES
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TIPTON COUNTY EMERGENCY COMMUNICATIONS DISTRICT
BUDGETARY COMPARISON
YEAR ENDED JUNE 30, 2009

Schedule 1

VARIANCE
WITH FINAL
BUDGET BUDGET
ACTUAL ORIGINAL FINAL UNDER(OVER)
OPERATING REVENUES
Emergency telephone
servicecharges ................. $ 447617 § 480.000 $ 480.000 S 32383
Tennessee Emergency
Communications Board
Shared wireless charge ........ 133.310 100,000 100,000 (33.310)
Operational funding ........... 120,041 120,041 120,041 -
Other ... 5.050 250 250 (4.800)
TOTAL OPERATING
REVENUES ............. 706,018 700.291 700,291 (5.727)
OPERATING EXPENSES
Salaries and wages
Director ..........ccovuninn. 47,296 47.500 47.500 204
Administrative personnel . ...... 36.921 38.000 38.000 1,079
Dispatchers ................. 445470 509.000 509.000 63,530
Part time personnel ........... 9.450 20.800 20.800 11.350
539.137 615.300 615.300 76.163
Employee benefits
Payrolltaxes .. ............... 44 848 62,000 62,000 17.152
Insurance ................... 96.883 112,400 112.400 15517
Retirement .................. 51.957 62,500 62.500 10,543
193.688 236.900 236,900 43212
Contracted services
Advertising ................. 712 1.000 1.000 288
Audit and accounting services . . . 8.650 8.250 8,250 (400)
Fees paid to service providers . .. 55.786 60,000 60.000 4214
Legal services and
otherconsultants ............. 10.600 21,400 21,400 10.800
Maintenance agreements ....... 23,926 25.000 25,000 1.074
NCIC/TBI/TIES expenses ...... 6,960 8.500 8.500 1,540
Equipment repair
and operations . .............. 4.572 48.000 48.000 43.428
Other contracted services . .. .... 3.924 5.000 5.000 1.076
115,130 177.150 177.150 62.020
Supplies and materials
Office supplies and postage . . ... 6,230 6.420 6.420 190
Other supplies ............... 986 2.024 2,024 1,038
Uniforms ................... 1,367 4,000 4,000 2.633
Utilities and telephone ......... 17.167 17,500 17,500 333

25.750 29,944 29,944 4.194
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TIPTON COUNTY EMERGENCY COMMUNICATIONS DISTRICT
BUDGETARY COMPARISON - CONTINUED
YEAR ENDED JUNE 30, 2009

Schedule 1 - Continued

VARIANCE
WITH FINAL
BUDGET BUDGET
ACTUAL ORIGINAL FINAL UNDER(OVER)
OPERATING EXPENSES -
CONTINUED
Other charges
Boards and meetings .......... $ 6,217 % 6,600 % 6,600 S 383
Dues and memberships ........ 677 600 600 an
Insurance ................... 10,518 13.674 13,674 3.156
Trainingand travel .. .......... 919 26,000 26,000 25,081
Other .......... ... ... ... 2,250 5.000 5.000 2,750
20,581 51.874 51,874 31.293
Depreciation ................... 123,136 - - (123.136)
TOTAL OPERATING
EXPENSES .............. 1.017.422 1.111.168 1.111.168 93.746
OPERATING (LOSS) ............ (331.404) (410.877) (410.877) (99.473)
NONOPERATING REVENUES
Interest income ................. 34.480 30,000 30.000 (4,480)
Contributions from governments
Primary government . .......... 160.000 160,000 160,000 -
Other governments . ........... 166,281 168,061 166,281 -
Tennessee Emergency
Communications Board grant .. ... 10.000 10.000 10,000 -
TOTAL NONOPERATING
REVENUES ................ 370.761 368.061 366,281 (4.480)
CHANGE IN NET ASSETS ....... 59.357 (42,816) (44.596) (103.953)
NET ASSETS
Balance at July 1,2008 ........... 1.692.623 1.692.623 1.692.623 -

Balance at June 30.2009 ......... $1.751.980 § 1.649.807 § 1.648.027 § (103.953)
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TIPTON COUNTY EMERGENCY COMMUNICATIONS DISTRICT
STATE FINANCIAL ASSISTANCE
YEAR ENDED JUNE 30, 2009

Schedule 2

(RECEIVABLE)

(RECEIVABLE)
DEFERRED

DEFERRED
GRANTOR'S BALANCE AT BALANCEAT
NUMBER JULY 1, 2008 RECEIPTS DISBURSEMENTS JUNE 30, 2009

GRANTOR/PROGRAM TITLE

CASH AWARDS

Tennessee Emergency Communications Board ........... 708211983 $ - $ 10.000 $ 10,000 $ -
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TIPTON COUNTY EMERGENCY COMMUNICATIONS DISTRICT
INFORMATION REQUIRED BY THE TENNESSEE EMERGENCY
COMMUNICATIONS BOARD
YEAR ENDED JUNE 30, 2009

Number of public safety answering points

Locations

Type of system/equipment and database

Director

Chairman

Schedule 3

1

220 Hwy 51 N.. Suite 4
Covington, TN 38019

Bellsouth Interact
Tipton Street
File Database

Ruth Renee Downing
220 Hwy 51 N.. Suite 4
Covington, TN 38019
901-476-0252
901-475-4362 (fax)

James Sneed

2101 Wilkinsville Rd.
Drummonds, TN 38023
901-835-5994
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CERTIFIED PUBLIC ACCOUNTANTS

110 EAST PLEASANT AVENUE / P.O. BOX 369 / COVINGTON, TENNESSEE 38019/ (901) 476-8275 / (901) 476-0867 FAX

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

Board of Directors
Tipton County Emergency Communications District
Covington, Tennessee

We have audited the financial statements of the Tipton County Emergency Communications District
(a component unit of Tipton County, Tennessee) as of and for the year ended June 30, 2009, which
collectively comprise the Tipton County Emergency Communications District’s basic financial
statements and have issued our report thereon dated November 30, 2009. The report was qualified
because donated capital assets received during the current year by the Tipton County Emergency
Communications District have not been reflected in the accompanying financial statements. We
conducted our audit in accordance with auditing standards generally accepted in the United States
of America, and the standards applicable to financial audits contained in Governmental Auditing
Standards, issued by the Comptroller General of the United States.

INTERNAL CONTROL OVER FINANCIAL REPORTING

In planning and performing our audit, we considered the Tipton County Emergency Communications
District’s internal control over financial reporting as a basis for designing our auditing procedures
for the purpose of expressing our opinion on the financial statements, but not for the purpose of
expressing an opinion on the effectiveness of the Tipton County Emergency Communications
District’s internal control over financial reporting. Accordingly, we do not express an opinion on the
effectiveness of the Tipton County Emergency Communications District’s internal control over
financial reporting.

Our consideration of internal control over financial reporting was for the limited purpose described
in the preceding paragraph and would not necessarily identify all deficiencies in internal control over
financial reporting that might be significant deficiencies or material weaknesses. However, as
discussed below, we identified a certain deficiency in internal control over financial reporting that
we consider to be a significant deficiency.

A control deficiency 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
misstatements on a timely basis. A significant deficiency is a control deficiency, or combination of
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control deficiencies, that adversely affects the Tipton County Emergency Communications District’s
ability to initiate, authorize, record, process, or report financial data reliably in accordance with
generally accepted accounting principles such that there is more than a remote likelihood that a
misstatement of the Tipton County Emergency Communications District’s financial statements that
is more than inconsequential will not be prevented or detected by the Tipton County Emergency
Communications District’s internal control. We consider the deficiencies described in the
accompanying Schedule of Findings (Item No. 2008-1 and Item No. 2008-2) to be significant
deficiencies in internal control over financial reporting.

A material weakness is a significant deficiency, or combination of significant deficiencies, that
results in more than a remote likelihood that a material misstatement of the financial statements will
not be prevented or detected by the Tipton County Emergency Communications District’s internal
control.

Our consideration of the internal control over financial reporting was for the limited purpose
described in the first paragraph of this section and would not necessarily identify all deficiencies in
the internal control that might be significant deficiencies and, accordingly, would not necessarily
disclose all significant deficiencies that are also considered to be material weaknesses. However, of
the significant deficiencies described above, we consider Item No. 2008-1 and Item No. 2008-2 to
be material weaknesses.

COMPLIANCE AND OTHER MATTERS

As part of obtaining reasonable assurance about whether the Tipton County Emergency Communica-
tions District’s financial statements are free of material misstatement. we performed tests of its
compliance with certain provisions of laws, regulations, contracts and grant agreements,
noncompliance with which could have a direct and material effect on the determination of financial
statement amounts. However, providing an opinion on compliance with those provisions was not an
objective of our audit and, accordingly. we do not express such an opinion. The results of our tests
disclosed no instances of noncompliance or other matters that are required to be reported under
Government Auditing Standards.

We noted a certain matter that we reported to management and the Board of Directors of Tipton
County Emergency Communications District in our governance report dated November 30, 2009.

Tipton County Emergency Communications District’s responses to the findings identified in our
audit are described in the accompanying Schedule of Findings. We did not audit the Tipton County
Emergency Communications District’s responses and, accordingly, we express no opinion on them.

This report is intended solely for the information and use of management, Board of Directors, others

within the entity, and pass-through entities and is not intended to be and should not be used by
anyone other than these specified parties.

it iy + G Vit

November 30, 2009
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TIPTON COUNTY EMERGENCY COMMUNICATIONS DISTRICT
SCHEDULE OF FINDINGS
YEAR ENDED JUNE 30, 2009

SIGNIFICANT DEFICIENCY

Item No. 2008-1: Lack of Segregation of Duties

Condition: The District has a lack of segregation of duties with regard to certain accounting
functions related to cash receipts. The Director receives checks in the mail, prepares the bank deposit
slip. reconciles the bank account. and maintains the general ledger accounts.

Criteria: In order to adequately protect assets, the same individual should not have custody of
particular assets, along with being responsible for recording transactions related to those assets.

Effect: Anindividual who performs both of the above-described duties has the opportunitv to conceal
any theft or misappropriation of assets.

Recommendation: We recommend that another employee. the Treasurer or a Board member perform
certain functions to alleviate this lack of segregation of duties. Perhaps another employee or Board
member could initially receive all mail and prepare cash receipt slips and/or the bank deposit slip.
and make the bank deposit. A copy of the cash receipt slip and/or bank deposit slip would then be
turned over to the Director for recording in the general ledger accounts.

Management response: Although the Director picks up the mail frequently. the mail is oftentimes
picked up by other employees. We will consider if'it is practical to arrange for another employee to
always pick up the mail. prepare the cash receipt slip and/or bank deposit slip. and make the bank
deposit.

Item No. 2008-2: Recording Donated Capital Assets

Condition: Donated capital assets were not reflected in the current year financial statements due to
a lack of determination of fair value at time of donation.

Criteria: Accounting principles generally accepted in the United States of America require donated
capital assets to be recorded at their fair value at time of donation.

Effect: The financial statements are misstated for lack of reflecting capital assets and related donation
revenue. The amount of the misstatement is not reasonably determinable.

Recommendation: The District should continue its efforts to obtain objective and veriliable fair
values of the capital assets that were donated in June 2009. Once such fair values are obtained. these
capital assets should be recorded in the general ledger accounts. In the future. fair values of donated
capital assets should be obtained at the time of donation.

Management response: We concur with the recommendation and will continue our efforts to obtain
the fair value information.
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TIPTON COUNTY EMERGENCY COMMUNICATIONS DISTRICT

STATUS OF PRIOR YEARS’ FINDINGS
YEAR ENDED JUNE 30, 2009

Item No. 2008-1

The portion of the prior year finding regarding cash receipts continues to exist and is reported in the
current year Schedule of Findings.

The remaining portions of the prior year finding have been corrected.



