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INDEPENDENT AUDITORS’ REPORT

Board of Directors

Emergency Communications District of
Metropolitan Nashville and Davidson County

Nashville, Tennessee

We have audited the accompanying statements of net assets of the Emergency Communications District of
Metropolitan Nashville and Davidson County (the “ECD”), a component unit of the Metropolitan Government
of Nashville and Davidson County, Tennessee, as of June 30, 2011 and 2010, and the related statements of
revenues, expenses and changes in net assets, and cash flows for the years then ended. These financial
statements are the responsibility of the ECD’s management. Our responsibility is to express an opinion on these
financial statements based on our audits.

We conducted our audits 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 consideration of internal control over financial reporting as a basis for designing audit procedures that
are appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness of
the ECD’s internal control over financial reporting. Accordingly, we express no such opinion. An audit also
includes examining, on a test basis, evidence supporting the amounts and disclosures in the financial
statements, assessing the accounting principles used and significant estimates made by management, as well as
evaluating the overall financial statement presentation. We believe that our audits provide a reasonable basis for
our opinion.

In our opinion, the financial statements referred to above present fairly, in all material respects, the financial
position of the Emergency Communications District of Metropolitan Nashville and Davidson County as of
June 30, 2011 and 2010, and the changes in its net assets and its cash flows for the years 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 October 19, 2011 on
our consideration of the ECD’s internal control over financial reporting and on our tests of its compliance with
certain provisions of laws, regulations, contracts, and grant agreements and other matters. The purpose of that
report is to describe the scope of our testing of internal control over financial reporting and compliance and the
results of that testing, and not to provide an opinion on 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 audits.
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Management’s discussion and analysis information on pages 3 and 4 is not a required part of the basic financial
statements but is 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 audits were conducted for the purpose of forming an opinion on the above-mentioned basic financial
statements taken as a whole. The accompanying additional information, on pages 15 - 16, is presented for
purposes of additional analysis and is not a required part of the basic financial statements. Such information
has been subjected to the auditing procedures applied in the audits of the basic financial statements and, in our
opinion, is fairly stated in all material respects in relation to the basic financial statements taken as a whole.

\gg)\% CPRs Pkl

Nashville, Tennessee
October 19, 2011



Management’s Discussion and Analysis

This section of the Emergency Communications District’s (“ECD”) annual financial report presents our
discussion and analysis of ECD’s financial performance during the fiscal year ended June 30, 2011. This
section should be read in conjunction with the financial statements and accompanying notes, which follow this
section.

The Emergency Communications District is a proprietary component unit of the Metropolitan Government of
Nashville and Davidson County, Tennessee (“Metropolitan Government”). ECD was authorized by the
Metropolitan Council of the Metropolitan Government in 1988 pursuant to the Tennessee Emergency
Communications District Law. ECD provides communication for emergency service to the appropriate public
service agency. The costs of these services are funded by monthly telephone subscriber service fees.

Overview of the Financial Statements

This discussion and analysis are intended to serve as an introduction to ECD’s financial statements. The
financial report includes three financial statements: the Statements of Net Assets, the Statements of Revenues,
Expenses and Changes in Net Assets and the Statements of Cash Flows. The financial statements are prepared
on the accrual basis of accounting. The Statements of Net Assets include all the assets and liabilities of ECD as
of June 30, 2011 and 2010. The difference between the assets and liabilities is the net assets or equity of ECD.
The Statements of Revenues, Expenses and Changes in Net Assets report all of the revenues and expenses
during the years ended June 30, 2011 and 2010. The Statements of Cash Flows report the cash provided and
used by operating activities as well as other cash sources and cash payments such as investment income and
capital additions.

Financial Highlights

Net Assets
2011 2010 2009
Current Assets $ 14,568,834 $ 11,643,810 $ 9,352,475
Capital Assets 4,625,727 5,174,036 5,306,201
Total Assets 19,194,561 16,817,846 14,658,676
Current Liabilities 427,401 119,389 628,088
Net Assets Invested in Capital Assets 4,625,727 5,174,036 5,306,201
Unrestricted Net Assets 14,141,433 11,524,421 8,724,387
Total Net Assets $ 18,767,160 $ 16,698,457 $ 14,030,588




Changes in Net Assets

2011 2010 2009
Operating Revenues $ 6,339,888 $ 6,368,080 $ 6,384,347
Operating Costs and Expenses 4,306,848 3,681,672 3,537,495
Net Operating Income 2,033,040 2,686,408 2,846,852
Other Income (Expense) 35,663 (18,539) 750,731
Change in Net Assets $ 2,068,703 $ 2,667,869 $ 3,597,583

Operating Revenues and Nonoperating Revenue

We saw no major change in operating revenues received during fiscal year 2011. While surcharge fee
collections for land lines were down by approximately $261,000, we saw an increase in wireless distributions
of $47,000 and an increase to TECB operational funding of $186,000. This left us with an overall decrease in
operating revenues of approximately $28,000.

Other income was up slightly from the previous fiscal year. During fiscal year 2010 we reflected a net loss of
$18,539 under other income (expense). This was primarily due to a loss suffered in the disposal of surplus
equipment. During 2011 we had other income of $35,663. This resulted from interest income of $24,987 and a
$10,676 gain on the sale of equipment.

Operating Expenses
Overall our operating expenses were up by approximately $625,000 for fiscal year 2011. The majority of

this increase is due to an additional $396,826 being spent for contracted services (equipment maintenance,
public awareness & education, etc). We also saw an increase in depreciation expense of $141,448.

Capital Expenditures

There were significant capital expenditures made in 2011. These projects included:

For the year ended June 30, 2011:

Completion of CAD System $ 291,020
Security Camera Equipment 297,250
Renovation of Dispatch Center and Office 212,393
Netclocks 62,500
Logger Recorder Upgrade 50,471
Switches, Reader Boards, Printers, Server 43,341

Contacting the Agency’s Financial Management

The financial report is designed to provide a general overview of ECD’s finances for all those with an interest
in ECD’s finances. If you have questions about this report or need additional financial information, contact the
District Office ¢/o Mark Lynam, 2060 15™ Avenue South, Nashville, TN 37212.
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ASSETS

CURRENT ASSETS

EMERGENCY COMMUNICATIONS DISTRICT OF

METROPOLITAN NASHVILLE AND DAVIDSON COUNTY

STATEMENTS OF NET ASSETS

JUNE 30,2011 AND 2010

Cash and cash equivalents

Investments

Accounts receivable

Due from Tennessee Emergency Communications Board:
Shared wireless charge

Prepaid expense

TOTAL CURRENT ASSETS

EQUIPMENT - net of accumulated depreciation

TOTAL ASSETS

LIABILITIES

CURRENT LIABILITIES

Accounts payable

TOTAL CURRENT LIABILITIES

NET ASSETS

Invested in capital assets

Unrestricted net assets

TOTAL NET ASSETS

See accompanying notes to financial statements.

2011 2010
§ 974274 $ 897,197
12,877,125 10,153,356
321,692 348,545
247,161 244,712
148,582 -
14,568,834 11,643,810
4,625,727 5,174,036
19,194,561 16,817,846
427,401 119,389
427,401 119,389
4,625,727 5,174,036
14,141,433 11,524,421
$ 18,767,160 $ 16,698,457




EMERGENCY COMMUNICATIONS DISTRICT OF

METROPOLITAN NASHVILLE AND DAVIDSON COUNTY

STATEMENTS OF REVENUES, EXPENSES AND CHANGES IN NET ASSETS

FOR THE YEARS ENDED JUNE 30, 2011 AND 2010

OPERATING REVENUES

Emergency telephone service charges

Tennessee Emergency Communications Board - shared wireless charge
Tennessee Emergency Communications Board - operational funding

TOTAL OPERATING REVENUES

OPERATING COSTS AND EXPENSES
Contracted services

Supplies and materials

Other charges

Depreciation

TOTAL OPERATING COSTS AND EXPENSES
OPERATING INCOME

NONOPERATING REVENUE (EXPENSE)
Interest income

Tennessee Emergency Communications Board - grants and reimbursements
Gain (loss) on disposal of equipment

TOTAL NONOPERATING REVENUE (EXPENSE)
CHANGE IN NET ASSETS

NET ASSETS - BEGINNING OF YEAR

NET ASSETS - END OF YEAR

See accompanying notes to financial statements.

2011 2010
$ 3,406,094 § 3,667,233
1,489,875 1,442,578
1,443,919 1,258,269
6,339,888 6,368,080
2,204,823 1,807,997
130,799 105,167
470,181 408,911
1,501,045 1,359,597
4,306,848 3,681,672
2,033,040 2,686,408
24,987 33,814
- 10,000
10,676 (62,353)
35,663 (18,539)
2,068,703 2,667,869
16,698,457 14,030,588
$ 18,767,160 § 16,698,457




EMERGENCY COMMUNICATIONS DISTRICT OF

METROPOLITAN NASHVILLE AND DAVIDSON COUNTY

STATEMENTS OF CASH FLOWS

FOR THE YEARS ENDED JUNE 30. 2011 AND 2010

CASH FLOWS FROM OPERATING ACTIVITIES
Receipts from subscribers, including TECB operational funding
Payments to suppliers

NET CASH PROVIDED BY OPERATING ACTIVITIES

CASH FLOWS FROM NONCAPITAL FINANCING ACTIVITIES
Tennessee Emergency Communications Board - grants and reimbursements

CASH FLOWS FROM CAPITAL AND RELATED FINANCING ACTIVITIES
Tennessee Emergency Communications Board - grants and reimbursements
Acquisition of equipment

Proceeds from the sale of equipment

Payment of prior year accounts payable for equipment purchases

NET CASH USED IN CAPITAL AND RELATED FINANCING
ACTIVITIES

CASH FLOWS FROM INVESTING ACTIVITIES
Purchase of investments
Interest income

NET CASH USED IN INVESTING ACTIVITIES

NET INCREASE (DECREASE) 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:
Operating income

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

Depreciation
Changes in assets and liabilities:
Decrease in accounts receivable
(Increase) decrease in Due from Tennessee Emergency Communications Board
Increase in prepaid expenses
Increase in accounts payable

TOTAL ADJUSTMENTS

NET CASH PROVIDED BY OPERATING ACTIVITIES

NONCASH CAPITAL AND RELATED FINANCING ACTIVITIES:
Accounts payable for equipment purchases

See accompanying notes to financial statements.

2011

2010

$ 6364292 § 6,855,774

(2,866,978) _ (2,295.233)
3,497,314 4,560,541

- 438,320

- 10,000

(736,370)  (1,293,015)
14,915 3,230

- (535,541)

(721,455) _ (1,815,326)
(2,723,769)  (3,431,288)
24,987 33,814
(2,698,782) _ (3,397.474)
77,077 (213,939)
897,197 1,111,136

$ 974274 $ 897,197
$ 2,033,040 $ 2,686,408
1,501,045 1,359,597
26,853 36,586
(2,449) 451,108
(148,582) -
87,407 26,842
1,464,274 1,874,133

$ 3497314 $ 4,560,541
$ 220,605 $ -




EMERGENCY COMMUNICATIONS DISTRICT OF
METROPOLITAN NASHVILLE AND DAVIDSON COUNTY

NOTES TO FINANCIAL STATEMENTS

JUNE 30,2011 AND 2010

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
General

The Emergency Communications District of Metropolitan Nashville and Davidson County (the
“ECD”) was authorized on December 20, 1988, by the Metropolitan Council of the Metropolitan
Government of Nashville and Davidson County, Tennessee (the “Metropolitan Government” or
“Metro”), pursuant to the Tennessee Emergency Communications District Law. This authorization
occurred after the citizens of the Metropolitan Government approved by a majority vote in November,
1988, the creation of an Emergency Communications District. The ECD began providing services to
the general public on December 1, 1989, upon completion of the installation of the necessary
equipment. Through the establishment of the uniform emergency telephone number, 911, the ECD
operates to shorten the time required for a citizen to request and receive emergency aid. The ECD
provides communication for emergency service to the appropriate public service agency: fire
department, ambulatory, law enforcement, etc. The emergency telephone service charge is billed
separately by telephone service suppliers to subscribers within the geographic area of the ECD.

The major service supplier for land lines retains a three percent (3%) administrative collection fee for
billing and collecting the telephone service charges and remitting the receipts to the ECD. A three
percent (3%) fee is also retained by the other service suppliers of land lines. Subscriber fee revenues
are reported net of these collection fees.

In addition, the ECD pays a communication service charge to the service suppliers at a flat monthly
recurring rate for one-party residence and business exchange access service within the geographic area.
The current monthly rate is based on a charge of $100 per one thousand access lines. Such rate is
subject to approval by the Tennessee Regulatory Authority.

Organization

The accompanying financial statements encompass the financial activities of the ECD, a proprietary
component unit of the Metropolitan Government, which is the principal reporting entity and primary
government. The ECD is governed by a Board of Directors whose members are appointed by the
Mayor and approved by the Metropolitan Council of Nashville and Davidson County, Tennessee. The
ECD furnishes the equipment for the Metropolitan Government’s use in providing emergency services.



EMERGENCY COMMUNICATIONS DISTRICT OF
METROPOLITAN NASHVILLE AND DAVIDSON COUNTY

NOTES TO FINANCIAL STATEMENTS (CONTINUED)

JUNE 30,2011 AND 2010

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Basis of Presentation

The accompanying financial statements of the ECD have been prepared on the accrual basis of
accounting in accordance with accounting principles generally accepted in the United States of
America. The Governmental Accounting Standards Board (“GASB”) is responsible for issuing
pronouncements on accounting and reporting standards applicable to state and local governments.
Governments are also required to follow pronouncements of the Financial Accounting Standards
Board (“FASB”) issued through November 30, 1989 (when applicable), that do not conflict with or
contradict GASB pronouncements. Although the ECD has the option to apply FASB
pronouncements issued after that date, the ECD has elected not to do so.

Revenue and Expense Recognition

Subscriber fee revenues and related direct costs are recognized in the period in which monthly
subscriber fees are billed by the service supplier.

Wireless telephone service providers charge $1.00 per line monthly, which is then paid to the
Tennessee Emergency Communications Board (the “TECB”). In accordance with Tennessee Code
Annotated §7-86-303(d), the TECB shall disburse 25% of the revenue generated on wireless
surcharges to emergency communications districts based on the proportion of population of that district
according to the most recent census. Shared wireless revenues are recognized by the ECD in the
period the surcharge is assessed by the service provider.

In October 2006, the TECB approved the additional funding from wireless revenues that will be
provided annually to the local emergency communications district. Such funds amounted to
$1,443,919 and $1,258,269 for the years ended June 30, 2011 and 2010, respectfully.

Cash and Cash Equivalents

Cash and cash equivalents consist of demand deposits held at financial institutions.

Accounts Receivable

Accounts receivable consist of subscriber fees due from service suppliers. Based on historical
experience, an allowance for doubtful accounts is not provided. Any subscriber accounts subsequently
determined to be uncollectible are charged against revenues at that time. In management’s opinion,
such reporting does not materially affect the financial statements.



EMERGENCY COMMUNICATIONS DISTRICT OF
METROPOLITAN NASHVILLE AND DAVIDSON COUNTY

NOTES TO FINANCIAL STATEMENTS (CONTINUED)

JUNE 30, 2011 AND 2010

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
Investments
Investments consist of pooled funds in the State of Tennessee Local Government Investment Pool,
which is maintained and operated by the State of Tennessee in accordance with applicable State laws
and regulations. The reported value of the pool is the same as the estimated fair value of the pool

shares.

Equipment and Depreciation

Equipment is reported at cost at the date of purchase. The ECD’s policy is to capitalize purchases with
a cost of $1,000 or more and an expected useful life greater than one year. Depreciation is calculated
by the straight-line method over estimated useful lives of five to seven years. When depreciable assets
are sold, the cost and related accumulated depreciation are removed from the accounts, and any gain or
loss is recognized. Costs of maintenance and repairs are charged to expense as incurred.

Grants and Reimbursements

Grants and reimbursements from the Tennessee Emergency Communications Board are recorded as
non-operating revenues by the ECD when the related expenditures under the respective grant or
reimbursement program have been incurred and the ECD is entitled to receive the funds.

Reclassifications

Certain prior year amounts have been reclassified to conform with the current year presentation.

Events Occurring After Reporting Date

The ECD has evaluated events and transactions that occurred between June 30, 2011 and October 19,
2011, the date the financial statements were available to be issued, for possible recognition or
disclosure in the financial statements.

-10-



EMERGENCY COMMUNICATIONS DISTRICT OF
METROPOLITAN NASHVILLE AND DAVIDSON COUNTY

NOTES TO FINANCIAL STATEMENTS (CONTINUED)

JUNE 30,2011 AND 2010

NOTE 2 - DEPOSITS AND INVESTMENTS

Statutes authorize the ECD to invest in: (1) U. S. Government securities and obligations guaranteed by
the U. S. Government; (2) deposit accounts at state and federal chartered banks and savings and loan
associations; and (3) the Local Government Investment Pool of the State of Tennessee. During the
current fiscal year, the ECD invested funds that were not immediately needed in the Local Government
Investment Pool of the State of Tennessee. The ECD’s cash and cash equivalents were held by
financial institutions that participate in the bank collateral pool administered by the Treasurer of the
State of Tennessee. Deposits in financial institutions are required by State statute to be secured and
collateralized by the institutions. The collateral must meet certain requirements and must have a total
minimum market value of 105% of the value of the deposits placed in the institutions less the amount
protected by federal depository insurance. Collateral requirements are not applicable for financial
institutions that participate in the State of Tennessee’s collateral pool.

Custodial risk is the risk that in the event of a bank failure, the ECD’s deposits and investments may
not be returned to it. The ECD does not have a formalized and written deposit policy for custodial risk.
As of June 30, 2011 and 2010, the ECD’s deposits and investments were insured or collateralized.

NOTE 3 - TRANSACTIONS WITH PRIMARY GOVERNMENT

The ECD has contracted with the Metropolitan Government, by and through its Department of Public
Works, for Master Street Address Guide update services at a cost of $4,900 in 2011 and in 2010. The
ECD also paid the Metro Planning Department $3,500 in 2010 for the use of aerial photography
images.

In addition to the contracted services noted above, the ECD utilizes the Metropolitan Government’s
purchasing and procurement services for routine purchases such as uniforms, office supplies, small
equipment, certain equipment maintenance and other charges. For the years ended June 30, 2011 and
2010, ECD remitted to the Metro Government approximately $600,000 and $410,000, respectively, for
these expenses.

NOTE 4 - TAX-EXEMPT STATUS

The ECD is exempt from federal and state taxation as it is deemed to be a government entity.
Accordingly, no income taxes have been provided.

NOTE 5 - RISK MANAGEMENT

The ECD is exposed to various risks of loss related to theft of, damage to and destruction of assets. All
equipment is covered under warranty agreements or maintenance service contracts when the warranty
expires. The ECD carries fidelity bond insurance in the amount of $208,300 for each staff and Board
member, which the Board believes to be sufficient. The ECD has had no claims or settled claims in
any of the past three fiscal years.

-11-



EMERGENCY COMMUNICATIONS DISTRICT OF
METROPOLITAN NASHVILLE AND DAVIDSON COUNTY

NOTES TO FINANCIAL STATEMENTS (CONTINUED)

JUNE 30,2011 AND 2010

NOTE 6 - CONCENTRATIONS OF CREDIT RISK

Financial instruments that potentially subject the ECD to concentrations of credit risk consist
principally of accounts receivable and operational funding through TECB. Accounts receivable
represent concentrations of credit risk to the extent they are receivable from concentrated sources.
Receivables consist of unremitted fees paid by telephone service subscribers to telephone service
providers. Operational funding amounted to 23% and 20% of total operating revenue for the years
ended June 30, 2011 and 2010, respectively.

NOTE 7 - CHANGES IN CAPITAL ASSETS

Capital assets activity for the years ended June 30, is as follows:

2011
Beginning of End of
the Year Increases Decreases the Year
Capital assets not being depreciated:
Construction in progress $ 960,018 $ 210468 $ (960,018) $§ 210,468
Capital assets being depreciated:
Communications equipment 6,607,781 1,704,600 (35,358) 8,277,023
Office equipment 18,845 - - 18,845
Furniture and fixtures 532,594 1,925 - 534,519
Total capital assets being depreciated 7,159,220 1,706,525 (35,358) 8,830,387
Less accumulated depreciation for:
Communications equipment (2,724,397)  (1,420,390) 31,119 (4,113,668)
Office equipment (12,910) (1,549) - (14,459)
Furniture and fixtures (207,895) (79,106) - (287,001)
Total accumulated depreciation (2,945,202)  (1,501,045) 31,119 (4,415,128)
Capital assets, net $ 5,174,036 $ 415948 $ (964,257) $ 4,625,727

-12-



EMERGENCY COMMUNICATIONS DISTRICT OF
METROPOLITAN NASHVILLE AND DAVIDSON COUNTY

NOTES TO FINANCIAL STATEMENTS (CONTINUED)

JUNE 30,2011 AND 2010

NOTE 7 - CHANGES IN CAPITAL ASSETS (CONTINUED)

2010
Beginning of End of
the Year Increases Decreases the Year
Capital assets not being depreciated:
Construction in progress $ 1,214,191 $ 776,081 $ (1,030,254) $ 960,018
Capital assets being depreciated:
Communications equipment 6,121,889 1,538,882 (1,052,990) 6,607,781
Office equipment 18,845 - - 18,845
Furniture and fixtures 527,049 8,306 (2,761) 532,594
Total capital assets being depreciated 6,667,783 1,547,188 (1,055,751) 7,159,220
Less accumulated depreciation for:
Communications equipment (2,433,552)  (1,278,851) 988,006 (2,724,397)
Office equipment (11,362) (1,548) - (12,910)
Furniture and fixtures (130,859) (79,198) 2,162 (207,895)
Total accumulated depreciation (2,575,773) (1,359,597) 990,168 (2,945,202)
Capital assets, net $ 5306201 $ 963,672 $ (1,095,837) $ 5,174,036

Construction in progress at June 30, 2011 consisted of the renovation of the office and dispatch
center, which was completed in fiscal year 2012.

-13-



EMERGENCY COMMUNICATIONS DISTRICT OF
METROPOLITAN NASHVILLE AND DAVIDSON COUNTY

NOTES TO FINANCIAL STATEMENTS (CONTINUED)

JUNE 30,2011 AND 2010

NOTE 8 - INTERLOCAL AGREEMENT

On September 16, 2010, ECD’s Board approved funding for the Metro Government in the amount of
$22.5 million for the 800 MHz radio system upgrade. ECD and the Metro Government are in the
process of finalizing an Interlocal Agreement under which the ECD anticipates it will make a
downpayment of approximately $7,000,000 and will finance the remainder over ten years.

-14-
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EMERGENCY COMMUNICATIONS DISTRICT OF
METROPOLITAN NASHVILLE AND DAVIDSON COUNTY

SCHEDULE OF REVENUES AND EXPENSES - BUDGET AND ACTUAL (NON-GAAP)

FOR THE YEAR ENDED JUNE 30. 2011

FAVORABLE
ACTUAL (UNFAVORABLE)
BUDGETED AMOUNTS AMOUNTS WITH FINAL
ORIGINAL FINAL (SEENOTE A) BUDGET
OPERATING REVENUES
Emergency telephone service charges $ 3,543,700 $ 3,543,700 $ 3,432,947 § (110,753)
Tennessee Emergency Communications Board - shared wireless charge 1,542,800 1,542,800 1,487,426 (55,374)
Tennessee Emergency Communications Board - operational funding 2,854,100 2,854,100 1,443,919 (1,410,181)
TOTAL OPERATING REVENUES 7,940,600 7,940,600 6,364,292 (1,576,308)
OPERATING COSTS AND EXPENSES
Contracted services:
Advertising 2,300 2,300 367 1,933
Audit services 8,800 8,800 8,800 -
Administrative services . 40,000 40,000 40,000 -
Contracts with government agencies - primary government:
Metro - Public Works 4,900 4,900 4,900 -
Metro - Planning Commission 3,500 3,500 - 3,500
Metro - CommCenter Training 416,800 416,800 269,631 147,169
Fees paid to service providers - telephones 902,800 902,800 849,405 53,395
Fees paid to service providers - lines 54,000 54,000 42,482 11,518
Legal services 18,000 18,000 18,000 -
Maintenance agreements 1,011,810 1,011,810 854,967 156,843
Communications equipment 82,700 82,700 75,007 7,693
Rental - office equipment 5,400 5,400 3,683 1,717
Rent at back-up facility 69,600 69,600 62,315 7,285
Vehicles 12,000 12,000 8,527 3,473
Other contracted services 81,200 81,200 34,400 46,800
Total contracted services 2,713,810 2,713,810 2,272,484 441,326
Supplies and materials:
Office supplies 41,900 41,900 33,650 8,250
Data processing supplies and materials 14,000 14,000 3,818 10,182
Postage 2,800 2,800 186 2,614
Uniforms 50,000 50,000 45,861 4,139
Small equipment items 58,800 58,800 42,666 16,134
Total supplies and materials 167,500 167,500 126,181 41,319
Other charges:
Dues and memberships 11,900 11,900 8,540 3,360
Premiums on surety bonds 9,000 9,000 5,728 3,272
Public education 461,300 461,300 444,688 16,612
Travel expenses 5,000 5,000 1,631 3,369
Service awards - employee recognition 10,000 10,000 9,603 397
Internet services 2,400 2,400 2,380 20
Miscellaneous and contingency 5,000 5,000 - 5,000
Total other charges 504,600 504,600 472,570 32,030
TOTAL OPERATING EXPENSES 3,385,910 3,385,910 2,871,235 514,675
NONOPERATING REVENUES (EXPENSES)
Interest income 34,000 34,000 24,987 (9,013)
Capital improvements (11,776,700)  (11,776,700) (717,198) 11,059,502
TOTAL NONOPERATING REVENUES (EXPENSES) (11,742,700) _ (11,742,700) (692,211) 11,050,489
(DEFICIT) EXCESS OF OPERATING REVENUES OVER OPERATING COSTS
AND EXPENSES AND NONOPERATING REVENUES (EXPENSES) $ (7,188,010) $ (7,183,010) § 2,800,846  § 9,988,856

(continued on following page)
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EMERGENCY COMMUNICATIONS DISTRICT OF
METROPOLITAN NASHVILLE AND DAVIDSON COUNTY

SCHEDULE OF REVENUES AND EXPENSES - BUDGET AND ACTUAL (NON-GAAP) (CONTINUED)

FOR THE YEAR ENDED JUNE 30, 2011

NOTE A - BUDGETARY BASIS OF ACCOUNTING

The ECD budgets its revenues and expenses on the cash basis of accounting which reports the inflows and outflows of cash.

NOTE B - RECONCILIATION OF BUDGET TO ACTUAL

Excess of revenues over expenses (Non-GAAP) $ 2,800,846
Add: Current year accounts receivable $ 321,692
Receivable from Tennessee Emergency Communications Board 247,161
Current year prepaid expenses 148,582
Prior year accounts payable 119,389
Equipment purchases capitalized 956,975
1,793,799
Less: Current year accounts payable 427,401
Prior year accounts receivable 348,545
Prior year receivable from Tennessee Emergency Communications Board 244,712
Depreciation expense 1,501,045
Cash received on sale of equipment used to offset capital expenditures 14,915
Gain on disposals of equipment (10,676)
(2,525,942)
Change in net assets (GAAP basis) per Financial Statements - per page 6 $ 2,068,703
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INDEPENDENT AUDITORS’ REPORT Kr a ft
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

Emergency Communications District of
Metropolitan Nashville and Davidson County

Nashville, Tennessee

We have audited the financial statements of the Emergency Communications District of Metropolitan
Nashville and Davidson County (the “ECD”), a component unit of the Metropolitan Government of
Nashville and Davidson County, Tennessee, as of and for the year ended June 30, 2011, and have issued our
report thereon dated October 19, 2011. 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.

Internal Control Over Financial Reporting

Management of ECD is responsible for establishing and maintaining effective internal control over financial
reporting. In planning and performing our audit, we considered the ECD’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 ECD’s
internal control over financial reporting. Accordingly, we do not express an opinion on the effectiveness of
the ECD’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 was not designed to identify all deficiencies in internal control over financial
reporting that might be significant deficiencies or material weaknesses and, therefore, there can be no
assurance that all deficiencies, significant deficiencies, or material weaknesses have been identified.
However, as discussed below, we identified certain deficiencies in internal control over financial reporting
that we consider to be material weaknesses.

A deficiency in internal control exists when the design or operations 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. We consider the deficiencies
described in the accompanying Schedule of Findings and Responses and identified as 2010-01 and 2007-01
to be material weaknesses.
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Compliance and Other Matters

As part of obtaining reasonable assurance about whether the ECD’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.

The ECD’s responses to the findings identified in our audit are described in the accompanying Schedule of
Findings and Responses. We did not audit ECD’s responses and, accordingly, we express no opinion on
them.

This report is intended solely for the information and use of the Board of Directors, management, the
Metropolitan Government of Nashville and Davidson County, Tennessee and the State of Tennessee and is
not intended to be and should not be used by anyone other than these specified parties.

@?\084@?»% P C

Nashville, Tennessee
October 19, 2011
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EMERGENCY COMMUNICATIONS DISTRICT OF
METROPOLITAN NASHVILLE AND DAVIDSON COUNTY

SCHEDULE OF FINDINGS AND RESPONSES

JUNE 30,2011 AND 2010

PRIOR YEAR FINDINGS

2010-01 - Internal Control Over Identifying Asset Additions

Criteria:

Management is responsible for identifying capital assets and the related liabilities to be recorded at year end.
Condition:

During 2010, the ECD received an invoice for the balance owed on a contract for an asset that was acquired

and placed in service in 2007. There was a problem in the vendor’s accounting department and the invoice
was not issued until two years after the service was performed and the product was received.

Effect:

The amount of this invoice was not included in the capital asset line item when the project was placed in
service in 2007, nor was a payable for the outstanding balance recorded. Additionally, these balances were
misstated for the years ended June 30, 2009 and 2008, and the related accumulated depreciation and
depreciation expense for those periods were also reported incorrectly.

Recommendation:

We recommend that management monitor large capital project contracts in order to ensure that the total costs
of acquiring assets are capitalized at the point the asset is placed in service, and any related liability is
recorded so that all transactions are properly accounted for in the event a vendor does not bill timely.
Additionally, this will allow for proper recognition of depreciation expense as the asset is utilized over its
expected useful life.

Management’s response:

Management understands the significance of this oversight and the ECD plans to implement a monitoring
schedule using an Excel file on the shared accounting drive.
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EMERGENCY COMMUNICATIONS DISTRICT OF
METROPOLITAN NASHVILLE AND DAVIDSON COUNTY

SCHEDULE OF FINDINGS AND RESPONSES (CONTINUED)

JUNE 30,2011 AND 2010

PRIOR YEAR FINDINGS (CONTINUED)

2007-01 - Internal Control over Financial Statement Reporting
Criteria:

Management is responsible for establishing and maintaining effective internal control over reporting its
financial statements in accordance with generally accepted accounting principles (“GAAP”).

Condition:

The ECD’s management and accounting staff do not have the inherent resources of time, accounting
knowledge, skill and experience to prepare its own financial statements and related disclosures in accordance
with GAAP necessary to prevent, detect or correct material misstatements.

Effect:

The ECD requests that the auditors provide accounting assistance during the audit process to propose
adjustments required to convert its accounting records from the cash basis to the accrual basis of accounting
and to prepare its GAAP-based financial statements and related disclosures at year end. Management does
assist in the identification of the necessary year-end accruals, provides oversight and approval for all such
GAAP-conversion adjustments.

Recommendation:

We continue to recommend that management consider annually the cost effectiveness of obtaining the
services of someone that has the skills and competencies necessary to prepare its financial statements and
related disclosures such that any misstatements would be prevented, detected and corrected.

Management’s response:

We will continue to monitor our resources to determine the most cost effective solution to this control
deficiency.
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