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SEVIER COUNTY EMERGENCY COMMEUNICATIONS DISTRICT
Sevierville, Tennessee
MANAGEMENT’S DISCUSSION AND ANALYSIS
June 30, 201t

Financial Highlights

Operating revenue for the emergency communications district was $977,755 for fiscal year 2011, compared to $963,722 for fiscal year
2010. This was an increase of $ 14,033 during the current year, Net income produced an increase in net assets of $ 194,368 in 2011,
and $233,289 in 2010. The term “net assets” refers to the difference between assets and liabilities. At the close of the fiscal year
2011, the district has net assets of § 2,738,971, an increase of 7.6% over the prior year, and at the close of the fiscal year 2010, the
disirict had net assets of § 2,544,603, an increase of 10,1% over the prior year.

Overview of the Financial Statements

This discussion and analysis is intended to serve as an introduction to the District's financial statements, which is comprised of the
basic financial statements and the notes to the financial statements. Since the District is comprised of a single enterprise fund, no fund
level financial statements are shown. In addition, the District has no infrastructure assets and is therefore exempt from required
infrastructure disclosures. This report also contains other supplementary information concerning the District's budget to actual
comparisons and certain non-financial information required by the Tennessee Emergency Communications Board,

Basic financial statements: The basic financial statements are designed to provide readers with a broad overview of the District's
finances in a manner similar to a private-sector business.

The Statement of Net Assets presents information on all of the District's assets and liabilities, with the difference between the two
reported as net assets. Over time, increases or decreases in net assets may serve as a useful indicator of whether the financial position
of the District is improving or deteriorating, Net assefs increase when revenues exceed expenses. Increases to assets without a
corresponding increase to liabilities results in increased net assefs which indicates an improved financial position.

The statement of revenues, expenses, and changes in net assets presents information showing how the District's net assets changed
during the fiscal year. All changes in net assets are reported as soon as the underlying event occurs, regardless of the timing of related
cash flows. Thus revenues and expenses are reported in this statement for some items that will only result in cash flows in future fiscal

periods,

Notes to the financial statements: The notes provide additional information that is essential to a full understanding of the information
provided in the basic financial statements,

Other information: In addition to the basic financial statements and accompanying notes, this report also presents certain
supplementary information concerning the District's budget to actual comparison and certain non-financial information required by the
Tennessee Emergency Communications Board,

Financial Analysis of the District

Net assets may serve, over time, as a useful indicator of an entity’s financial position. In the case of the district, assets exceeded
liabilities by $ 2,738,971 the close of June 30, 2011. This represents an increase of $ 194,368 (7.6%) over the previous year, The
unrestricted net assets were § 1,548,878, At the close of June 30, 2010, assets exceeded liabilities by $ 2,544,603 and represented an
increase of § 233,289 (10.1%) over the previous year. The unrestricted net assets were $1,276,093. By far, the largest portion of the
district’s net assets reflects its investment in certificates of deposit. These certificates of deposit are in various local financial
institutions, all of which are members of the Tennessee State Collateral Pool. Interest Rates on these certificates range from .85% to
2.05%. Maturity dates range from August 2011 to June 2012, Much of the funds invested in certificates of deposits are expected to
be used to purchase capital assets over the next few years. The board considers the upgrades of the 911 system to be an ongoing
process to stay current with technological advances,



Emergency communications district’s net assets are as follows for the fiscal years ending June 30, 2011, 2010 and 2009,

2011 2010 2009

Current Assets $1,569,643 $1,288,714 $994,031
Capital Assets 1,190,092 1,268,510 1,403,963

Total Assets $2,759,735 $2,557,224 $2,397,994
Current Liabilities $20,764 $12,621 $86,6380
Long-Term Liabilities 0 0 0

Total Liabilities $20,764 $12,621 $86,680
Net Assets
Invested in Capital Assets $1,190,092 $1,267,891 $1,403,963
Unrestricted 1,548,879 1,276,712 907,351

Total Net Asseis $2,738,971 $2,544,603 $2,311,314

Emergency Cominunications District’s changes in net assets are as follows for the fiscal year ended June 30, 2011, 2010, 2609,

2011 2010 2009

Operating Revenues $977,755 $963,722 $922,914
Operating Expenses 811,799 760,213 717,144

Income from Operations $165,956 $203,509 $205,770
Non-Operating Revenue {expenses)
Interest Income 18,412 16,817 30,217
Casualty Loss from Lighting Strike 0 3,791 (13,116)
Loss on Disposal of Fixed Assets 0 {828) 0
State Grants & Reimbursements 16,000 10,600 34,736
Net Non-Operating
Revenue (Expenses) $28,412 $29,780 $51,837
Change in Net Assets $194,368 $233,289 $257,607
Net Assets Beginning of Year $2,544,603 $2,311,314 $2,053,707

Net Assets, End of Year $2,738,971 $2,544,603 $2,311,314




4.

Signifieant Events

On July 12, 2010, the Board of Directors voted to pay for installation and monthly fees for having wireless internet installed and
available in the Emergency Operation Center for use when the EOC is activated. The cost is $99 for installation and $74.99 per
month.

On August 9, 2010, the District’s Board of Directors approved the Mountain Press bid for printing 600 grid map booklets for 201t ata
price of $5,494.00.

On September 13, 2010, the District’s Board voted to purchase a cooling system for the un-interruptible power supply room to help
keep the equipment cool. The Board also voted to pay for reprogramming the radio console equipment in Central Dispatch for a 155-
205 frequency that will be used in case of an area wide emergency.

On February 14, 2011 the District’s Board of Directors approved the purchase of a 700 megahertz radio system which included an
antenna, feed line, and card for the Pigeon Forge Fire Department. The cost for this equipment was $6,631.32 to install and the
Pigeon Forge Police Department was responsible for programming the radio. The Board also approved the purchase of an annual
maintenance contract with Emerson Network Power, Liebert Services, Inc. for the Uninterruptible Power Supply equipment. The
annual cost for the contract is $4,720.00.

On March 14, 2011, Chairman Baldwin inforined the SCECD board of directors that the Pigeon Forge Police Department is willing to
purchase and loan each PSAP a radio so that they can communicate with each PSAP outside the inter-agency radio system, This will
negate the need for the purchase of a 700/800 megahertz radio that was to be placed in Central Dispatch. Mike Jenkins of Land, Air
Total Communications, stated that each PSAP will need an antenna and connectors to make the loaned radios work. The board also
approved the purchase of equipment for Monitoring for Integrity from Land Air Total Communications. The cost for this purchase
was $25,731.98 and includes total audio and visual site monitoring on Bluff Mountain, Ski Mountain and English Mountain tower site
equipment.

On April 11, 2011, the District’s Board of Directors approved the purchase of PSAP’s channel card, which is a proprietary card for
Moducom equipment and will cost $2,500 per card. This equipment is needed to connect all PSAP’s with the Pigeon Forge Police
Department’s 700 megahertz radio. The board also approved the purchase of the One Call Now Mass notification system at a cost of
$96,352.12 that covers a four year period. The board also approved the purchase of no more than twelve additional licenses at a cost
of $250 per each additional license for individual agencies.

On May 9, 2011, the SCECD Board of Directors approved the purchase of the necessary antennas and connectors for the Pigeon Forge
Police Department 700 megahertz radios that will be supplied to each PSAP at a price of $6,122.40.

Cash Flow

Net cash provided by operating activities during the year ended June 30, 2011, was $350,843, a decrease of $73,661 from the prior
year amount. This decrease was principally due to operating revenues. Net cash used by financing activities

involving equipment for audio and visual site monitoring for integrity on Bluff Mountain, Ski Mountain and English Mountain tower
sites and also purchasing the One Call Now mass notification system during the year ended June 30, 2011, resuited in an decrease in
cash of $89,121 (net of purchase of equipment). Net cash used by investing activities during the year ended June 2011, was $394,675
due to purchase investments,

Net cash provided by operating activities during the year ended June 30, 2010 was $424,504, an increase of $143,292 from the prior
year amount. Net cash used by financing activities involving the purchase of new Moducom 9-1-1 phone equipment during the year
ended June 30, 2010 resulted in a decrease in cash of $32,159. Net cash provided by investing activities during the year ended June
30, 2010 was $246,885.
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Budgetary Highlights

The original budgets were approved in June 2010 for the fiscal year ended June 30, 201 1; and in June, 2009 for the fiscal year ended
Fune 30, 2010 and were amended as needed throughout each year. The original and final budgets are presented as separate columns in
the required supplementary information.

Capital Assets and Debt Administration

Capital Assets: The District’s investiment in capital assets amount to $1,190,092, net accumulated depreciation as of June 30, 2011, a
decrease of $78,418. Capital assets primarily include communications equipment and computer hardware and software used in 9-1-1

communications,

Long term debt: The district has no long-term debt as of June 30, 2011; and no long-term debt as of June 30, 2010,

Request for Informafion

The financial report is designed to provide a general overview of the district’s finances for all those with an interest in its finances.
Questions concerning any information provided in this report or request for additional financial information should be addressed to:
Director, Sevier County Emergency Communications District, at 245 Bruce Street, Sevierville, TN 37862,
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CERTIFIED PUBLIC ACCOUNTANTS
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INDEPENDENT AUDITORS’ REPORT

Board of Direciors
Sevier County Emergency Communications Disirict
Sevierville, Tennessee

We have audited the accompanying financial statements of the Sevier County Emergency Communications District, a component unit
of Sevier County, as of, and for the years ended, June 30, 2011 and 2010, as listed in the table of contents. These financial statements
are the responsibility of the 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. 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,

In our opinion, the financial statements referred to above present fairly, in all material respects, the financial position of the Sevier
County Emergency Communications District as of June 30, 2011 and 2010, and the changes in financial position and cash flows
thereof for the years then ended, in conformity with accounting principles generally accepted in the United States of America,

In accordance with Government Aunditing Standards, we have also issued our report dated August 31, 2011 on our consideration of the
Sevier County Emergency Communications District’s internal conirol over financial reporting and our tests of its compliance with
certain provisions of laws, regulations, contracts, grant agrecements 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 resulfs of that testing, and not to provide an
opinion on internal control over financial reporting or on compliance. That report is an integral part of an audit performed in
accordance with Governmment Auditing Standards and should be considered in assessing the results of our audit.



Sevier County Emergency Communications District
Page 2

Accounting principles generally accepted in the Unifed States of America require that the management’s discussion and analysis,
budgetary comparison information on pages 2 through 5 and page 19 be presented to supplement the basic financial statements. Such
information, although not a part of the basic financial statements, is required by the Governmental Accounting Standards Board, who
considers if to be an essential part of financial reporting for placing the basic financial statements in an appropriatc operational,
econoinic, or historical context. We have applied certain limited procedures to the required supplementary information in accordance
with auditing standards generally accepted in the United States of America, which consisted of inquiries of management about the
methods of preparing the information and comparing the information for consistency with management’s responses to our inquiries,
the basic financial statements, and other knowledge we obtained during our audit of the basic financial

statements. We do not express an opinion or provide any assurance on the information because the limited procedures do not provide
us with sufficient evidence to express an opinion or provide any assurance.

Our audit was conducted for the purpose of forming opinions on the financial statements of the Sevier County Emergency
Communications District as a whele. The introductory section, schedule of detailed expenses, schedule of insurance in force and
schedule of information required by the Tennessee Emergency Communications Board are presented for purposes of additional
analysis and are not a required part of the financial statements. The schedule of detailed expenses is the responsibility of management
and was derived from and relate directly to the underlying accounting and other records used to prepare the financial statements, The
information has been subjected to the auditing procedures applied in the audit of the financial statements and certain additional
procedures, including comparing and reconciling such information directly to the underlying accounting and other records used to
prepare the financial statements or to the financial statements themselves, and other additional procedures in accordance with auditing
standards generally accepted in the United States of America. In our opinion, the information is fairly stated in all material respects in
relation to the financial statements as a whole. The introductory section, schedule of insurance in force and schedule of information
required by the Tennessee Emergency Communications Board have not been subjected to the auditing procedures applied in the audit
of the basic financial statements and, accordingly, we do not express an opinion or provide and assurance on them.,

’(Iql M‘@")V‘(ﬁ\——wv) Mi Og-mafm{/wa,f /() C)),

CERTIFIED PUBLIC ACCOUNTANTS
Knoxville, Tennessee
August 31, 2011



SEVIER COUNTY EMERGENCY COMMUNICATIONS DISTRICT

- ASSETS -
Current Assets:
Cash and Cash Equivalents (Note 2)
Investments
Accounts Receivable (Note 3)
Accrued Interest Receivable
Prepaid Expenses

Total Current Assets

Fixed Assefs: (Notes | and 5)
Buildings and Tmprovemenis
Furniture and Fixtures
Equipment

Vehicles

Less: Accumulated Depreciation
Total Property and Equipment

TOTAL ASSETS

- LIABILITIES -

Current Liabilities:

Accounts Payable

Compensated Absences Payable (Note )
Total Current Liabilitics

TOTAL LIABILITIES

Net Assets

Invested in Capital Assets

Unrestricted Net Assets
TOTAL NET ASSETS

Sevierville, Tennessee

STATEMENT OF NET ASSETS

June 30, 2011 and 2010

The accompanying notes are an integral part of these financial statements,

2011 2010
$202,940 $325,893
1,256,821 844,423

81,979 83,090
2,157 1,468
25,746 33,840
$1,569,643 $1,288,714
$697,861 $697,861
84,859 79,417
1,747,385 1,660,233
49,438 49,438
$2,579,543 $2,486,949

(1,389,451) (1,218,439)

$1,190,092 $1,268,510

$2,759,735 $2,557,224
$12,530 $4,083
8,234 8,538
$20,764 $12,621
$20,764 $12,621
$1,190,092 $1,268,510
1,548,879 1,276,093
$2,738,971 $2,544,603




SEVIER COUNTY EMERGENCY COMMUNICATIONS DISTRICT

Sevierville, Tennessee

STATEMENT OF REVENUE, EXPENSES AND CHANGES IN FUND NET ASSETS

For the Years Ended June 30, 2011 and 2010

OPERATING REVENUES:

Emergency Telephone Service Charge

Tennessee Emergency Communications Board — Shared Wireless Charge
TECB-Operational Funding

Other Operating Revenues

Total Operating Revenues

OPERATING EXPENSES:
Salaries and Wages
Employee Benefits
Contracted Services
Supplies and Materials
Other Charges

Depreciation

Total Operating Expenses

Operating Income
NON-OPERATING REVENUES (EXPENSES):

Interest Income

Impairment Income (Loss) from Lightening Strike

Loss on Disposal of Fixed Assets

Tennessee Emergency Communications Board — Grants and Reimbursements
Total Non-Operating Revenues {(Expenses)

Net Income for the Year
NET ASSETS, BEGINNING OF YEAR

NET ASSETS, END OF YEAR

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

2011 2010
$485,593 $522,108
186,053 180,158
305,803 261,211
306 245
$977,755 $963,722
$213,732 $214,567
76,259 71,788
242,664 202,485
54,842 46,587
53,291 52,712
171,011 172,074
$811,799 $760,213
$165,956 $203,509
518,412 $16,817
0 3,791
0 (828)
10,000 14,000
$28,412 $29,780
$194,368 $233,289
2,544,603 2,311,314
32,738,971 $2,544,603




SEVIER COUNTY EMERGENCY COMMUNICATIONS DISTRICT
Sevierville, Tennessee
STATEMENT OF CASH FLOWS
For the Years Ended June 30, 2011 and 2010

Cash Flows from Operating Activities: 2011 2010
Cash from Emergency Telephone Service Charge $486,483 $522,646
Cash from State Emergency Communications Board — Shared Wireless Charge 183,755 217,370
Cash from Map Sales and Other Operating Revenues 306,098 292,696
Cash Payments to Employees and Professional Coniractors for Services (524,782) {506,754)
Cash Payments to Suppliers for Goods and Services (102,711) (101,454}
Net Cash Provided by Operating Activities $350,843 $424,504

Cash Flows from Non-Capital Financing Activities:
State Emergency Communications Board — Grants and Reimbursements 510,000 $10,000

Cash Flows from Capital and Related Financing Activities:

Purchase of Property and Equipment ($89,121) ($118,546)
Insurance Reimbursements 0 103,180
Impairment Losses 0 (16,793)
Net Cash (Used) by Capital and Related Financing Activities ($89,121) $(32,159)
Cash Flows from Investing Activities:
Proceeds from Investment CD’s $844,423 $578,886
Purchase of Investment Securities (1,256,821) {844,423)
Interest Income 17,723 18,652
Net Cash Provided (Used) by Investing Activities (8394,675) ($246,885)
NET INCREASE (DECREASE) IN CASH ($122,953) $155,460
CASH, BEGINNING OF YEAR 325,893 170,433
CASH, END OF YEAR $202,940 $325,893
RECONCILIATION OF OPERATING INCOME TO NET CASH
PROVIDED BY OPERATING ACTIVITIES:
Operating Income: $165,956 $203,509
Adjustments to Reconcile Operating Income fo Net Cash
Provided by Operating Activities:
Depreciation and Amortization 171,011 172,074
{Increase) Decrease in Accounts Receivable 1,112 143,800
{Increase) Decrease in Prepaid Expenses 8,094 (19,321)
Increase (Decrease) in Accounts Payable 4,974 (76,339)
Increase (Decrease) in Compensated Absences Payable 304) 781
NET CASH PROVIDED BY OPERATING ACTIVITIES $350,843 $424,504

The accompanying notes are an infegral part of these financial statements.
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SEVIER COUNTY EMERGENCY COMMUNICATIONS DISTRICT
Sevierville, Tennessee
NOTES TO FINANCIAL STATEMENTS
June 36, 2011 and 2010

NOTE 1 —~ SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES —

The Organization — The Sevier County Emergency Commaunications District, commonly referred to as E-91 1, was established to
provide services under the Emergency Communications District Law, Tennessee Code Annotated, Chapter 86. The District was
created by a resolution of the Sevier County Court in February, 1987, after adoption by public referendum in November, 1986. Under
its enabling legislation, the District is a municipality with powers of perpetual succession, but without any power to levy or collect
taxes. Charges for services authorized shall not be considered as taxes. The powers of the District are vested in and exercised by a
majority of the members of the Board of Directors of the District. The District is a component unit of Sevier County, whereby the
County is financially accountable for the District, as well as required by law to appoint a voting majority to the Board of Directors.

Fund Accounting and Basis of Accounting — The financial statements of the Sevier County Emergency Communications District have
been prepared in conformity with accounting principies generally accepted in the United States of America (GAAP) as applied to
government units. The Governmental Accounting Standards Board (GASB) is the accepted standard-setting body for establishing
governmental accounting and financial reporting principles. The District applies all GASB pronouncements as well as the Financial
Accounting Standards Board pronouncements issued on or before November 30, 1989, uniess those pronouncements conflict with or
confradict GASB prenouncements. The more significant of the government’s accounting policies are described below.

The District’s accounts are organized on the basis of fund accounting. The entity is a Proprietary Fund type known as an Enterprise
Fund.

The Enterprise Fund is used to account for operations that are financed and operated in a manner similar to private business
enterprises where the costs are financed through user charges,

Proprietary funds are accounted for on a “flow of economic resources” measurement focus. With this measurement focus, all assets
and liabilities associated with the operation of these funds are included on the Statement of Net Assets. Proprietary fund-type
operating statements present increases (e.g., revenues) and decreases (¢.g., expenses), in net total assets.

The accrual basis of accounting is utilized by proprietary fund types. Under this method, revenues are recognized when earned and
expenses are recognized at the time liabilities are incurred.

Proprietary fund operating revenues, such as charges for services, result from exchange transactions associated with the principal
activity of the fund. Exchange transactions are those in which each party receives and gives up essentially equal values, Non-
operating revenues, such as subsidies and investment earnings, result from non exchange transactions and ancillary activities.

Budgets and Budgetary Accounting - As set forth in the Tennessee Code Annotated Section 7-86-120, Sevier County Emergency
Communications District formally adopts an annual budget. The budget is prepared on a modified cash basis. Certain capital
expenditure items are included as an item of expense. Revisions to the budget were approved by the Board of Directors as changes
became necessary throughout the year. For the year ended June 30, 2011, the budgeted expense was $1,032,700. Anticipated
revenues were $1,032,700 at original budget date. All unencumbered annual appropriations lapse at fiscal year-end. A Statement of
Revenue, Expenses and Changes in Fund Net Assets, Actual Compared to Budget, is presented in the supplemental information. This
statement reconciles the modified cash basis budget to the accrual basis presentation of the financial statements,

Compensated Absences — The entity allows employees to accumulate unused sick leave of an unlimited amount. This can be credited
toward retirement. Earned vacation time is generally required to be used within one year of accrual.

As of June 30, 2011 and 2010, respectively, the liability for earned vacation time accrued was $8,234 and $8,538.



-12-
Property and Equipment — Property, equipment and buildings are stated at cost less accumulated depreciation, computed on the
straight-line method over the estimated useful lives as follows: equipment, three to ten years; automobile, five years; building, thirty-
nine years,

Statement of Cash Flows — Sevier County Emergency Connnunications District considers, for the purposes of the Statement of Cash
Flows, alt highiy liquid investments with a maturity of three months or less when purchased to be cash equivalents,

NOTE 2 - CASH —
The District’s cash funds, except for a nominal amount of petty cash, are deposited, at its own discretion, in checking accounts and
certificates of deposit at local depository banks.

At June 30, 2011 and 2010 respectively, the carrying amount of the District’s certificates of deposit were $1,259,821 and $844,423
and the bank balances were $202,890 and $325,843. All deposits during the two-year period covered by this audit were collateralized
by The State of Tennessee Bank Collateral Pool or individual pledged securities for balances over the FDIC insured amount. The
following is disclosed concerning cash depository accounts!

a. Name of bank.

b. Amount of security pledged as of the date of highest halance on deposit.

¢. Largest cash, savings and time deposit combined amount and month of occurrence.
d. Total amount of FDIC coverage at the time of largest combined balance.

a. Citizens National Bank

b.  All povernmental funds collateralized by State of Tennessee Collateral Pool.
c. $1,289,411, June, 2011

d.  $250,000.00

a. Tennessee State Bank

b. Ali governmental funds collateralized by State of Tennessee Collateral Pool.
c.  $100,293, June, 2011

d.  $250,000.00

a. Smart Bank

b. All governmental funds collateralized by State of Tennessee Collateral Pool.
¢.  $632,392, December, 2010

d.  $250,000.00

a. Mountain National Bank

b. Al governmental funds collateralized by State of Tennessee Collateral Pool.
c. $219,465, September, 2011

d.  $250,000

The Sevier County Emergency Communication District, in accordance with Tennessee Code Annotated Section 5-8-301, is allowed to
invest idle district funds based on the maximum extent of return without loss of principal for a period of no more than two years, The
District’s investments are placed in certificates of deposit through a Tennessee state chartered bank and are to be secured at 100% by
the Treasurer, State of Tennessee Bank Collateral Pool,

NOTE 3 — REVENUE AND SUPPORT

Revenue — The District’s primary source of revenue is a surcharge on Sevier County telephone service collected by Telephone Service
Providers in accordance with Tennessee Code Annotated Section 7-86-108. This surcharge may be levied for Sevier County
Emergency Communications Districts by Telephone Service Providers up to a maximum of $.65 per month for residence—
classification users and $2.00 per month for business—classification users. Effective May 20, 1993, Tennessee Code Annotated
Section 7-86-108 was amended to allow rates to be increased to exceed the maximum stated above; however, this must be done by the
Board of Directors of emergency communications districts calling a referendum. If approved, the maximum monthly charges cannot
exceed $1.50 for residential users or $3.00 for business users. Not more than one referendum may be held in any 24-month period,
During the fiscal years ended June 30, 2011 and 2010, total operating revenues in the amount of $673,975 and $707,562 were eamed
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from telephone surcharges. Surcharges in the amount of $2,329 and $5,296 were uncollectible at June 30, 2011 and 2010,
respectively. Emergency Telephone Surcharge revenue is shown net of these uncollectible amounts,

The District receives surcharge revenue from, AT&T, USLEC of TN, Inc., Windstream Nuvox Communications, Deltacom, Charter
Fiberlink TN, LLC, Birch Communications, Inc., and 26 other telephone service providers as well as the State of Tennessee {cell
phones).

The accounts receivable balance at June 30, 2011 and 2010, $81,979 and $83,090 respectively, represents net amounts of $23,702 and
$25,498 due from AT&T for the surcharge on Sevier County telephone services for the month of June, $30,862 and $30,564 due from
the State of Tennessee for cell phone revenue as well as $27,415 and $27,028 in revenue from other sources.

Non Monetary Support — An undetermined amount of operating support was received during the fiscal years ended June 30, 2011 and
2010 from various law-enforcement agencies or departments located in Sevier County. This support is in the form of personnel cosis
to receive and handle the calls to Emergency 911, Sevier County is divided into emergency service number (ESN) boundaries and the
service number from which the call is being placed determines which Public Safety Answering Point (PSAP) would receive the call,
At June 30, 2011, alt phone services in Sevier County had been addressed and totaled 70,717, These were serviced by the answering
points of various agencies or departments in the following approximate percentages:

Percentage

Pigeon Forge Police Department 16.86%
Central Dispatch 33.14%
TOTAL 100.00%

NOTE 4 — EXPENSES —

The District’s expenses incurred from AT&T other than normal telephone charges for the years ended June 30, 2011 and 2010 were as
fotlows:

2011 2019
Service Fee $85,428 $82,649
Administration Fee of 3% and 1% respectively of Revenues Collected 8,742 3,235
Fax Monthly Line Expenses 11,533 6,713
TOTAL $105,703 $92,597
NOTE 5 — CHANGES IN FIXED ASSETS —
The following is a summary of fixed assets at June 30, 2011:
Balance Balance
6/30/2010 Additions Deletions 6/30/201 1
Buildings $697,361 $0 $o0 $697,861
Less: Accumulated Depreciation - Buildings (244,059) (18,913) 0 {262,972)
Furniture and Fixtures 79,417 5,442 0 34,859
Less: Accumulated Depreciation - Furniture & Fixtures (71,202) (2,616) 0 (73,818)
Equipment 1,660,233 87,152 0 1,747,385
Less: Accumulated Depreciation — Equipment (853,740) {149,483) 0 {1,003,223)
Automobile 49,438 0 O 49,438
Less: Accumulated Depreciation — Automobile (49,438) 0 0 (49,438)
Total Net Fixed Assets $1,268,510 ($78,418) $0 $1,190,092
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NOTE 6 — REFTIREMENT COMMITMENTS — (The June, 2011 Note on Retirement Commitments was not available from the
Tennessee Consolidated Retirement System as of the date of the auditors report. Following is the June, 2010 note from TCRS.
Updating this note in not expected to material effect the financial statements.)

Plan Description - Employees of Sevier County 911 Emergency District are members of the Potitical 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. Benefis are determined by a formula using the
member’s high five-year average salary and years of service. Members become eligible to retire at the age of 60 with five years of
service or at any age with 30 years of service. A reduced retirement benefit is available to vested members at the age of 55, Disability
benefits are available to active members with five years of service who become disabled and cannot engage in gainful employment.
There is no service requirement for disability that is the result of an accident or injury occurring while the member was in the
performance of duty. Members joining the system after July 1, 1979 become vested after five years of service and members joining
prior to July 1, 1979 were vested after four years of service. Benefit provisions are established in state statute found in Title 8,
Chapter 34-37 of the Tennessee Code Annotated (TCA). State statutes are amended by the Tennessee General Assembly. Political
subdivisions such as Sevier County 911 Emergency District participate in the TCRS as individual entifies and are liable for all cosis
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, 10" Floor
Andrew Jackson Building, Nashville, TN 37243-0230 or can be accessed at http://wwiw.treasury.state.tn.us/tcrs/,

Funding Policy — Sevier County 911 Emergency District requires employees to coniribute 5.0 percent of earnable compensation.

Sevier County 911 Emergency District is required to contribute at an actuariafly determined rate; the rate for the fiscal year ending
June 30, 2010 was 11.75% of annual covered payroll. The contribution requirement of plan members is set by state statute. The
contribution requirement for Sevier County 911 Emergency Communications District is established and may be amended by the
TCRS Board of Trustees.

Annual Pension Cost — For the year ending June 30, 2010, Sevier County 911 Emergency District’s annual pension cost of $24,982 to
TCRS was equal to Sevier County 911 Emergency 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 percent a year
compounded annually, (b) projected salary increases of 4.75 percent {graded) annual rate (no explicit assumption is made regarding
the portion attributable to the effects of inflation on salaries), (c) projected 3.5 percent annual increase in the Social Security wage
base, and (d) projected post retirement increases of 3.0 percent annually. The actuarial value of assets was determined using
techniques that smooth the effect of short-term volatility in the market valne of total investmenis over a five-year period. Sevier
County 911 Emergency 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 12 years. An actuarial evaluation was preformed as of July 1, 2009, which
established contribution rates effective July 1, 2010.

Trend Information

Fiscal Annual Percentage Net
Year Pension of APC Pension
Ending Cost (APC) Contributed Obligation
June 30, 2010 $24,982 100.00% $0.00
June 30, 2009 24,941 100.00% 0.00

June 30, 2008 24,846 100.00% 0.00
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Funded Status and Funding Progress

As of July 1, 2009, the most recent actuarial valuation date, the plan was 78.46% funded. The actuarial accrued liability for benefits
was $.66 million, and the actuarial value of assets was $.52 million, resulting in a funded actuarial accrued liability (UAAL) of $.14
million. The covered payroll (annual payroll of active employees covered by the plan) was $.18 million, and the ratio of the UAAL to
cover the payroll was 79,47%,

The schedules of funding progress, presented as required supplementary information (RSI) following the notes to the financial
statements present multiyear trend information about whether the actuarial values of plan assets are increasing or decreasing over time

relative to the AALSs 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 infended to serve as a surrogate
for the funded status and funding progress of the plan,

(Dollar amounts in thousands)

Actuarial Actuarial Actuarial Unfunded Funded Covered UAAL asa
Valuation Value of Accrued AAL Ratio Payroll Percentage
Date Plan Assets Liability (UAAL) of Covered

{AAL) Payroll

-Eniry Age

(a) (b) (b) - (a) (a/b) () ((b-a)/c)

July 1, 2009 $521 8664 $143 78.46% $180 79.47%

July 1, 2007 $428 $543 8115 78.82% $186 61.83%

Required Supplementary Information

Schedule of Funding Progress for Sevier Couniy 911 Emergency District, 88411

{Dollar amounts in thousands)

Actuarial Actuarial Actuarial Unfunded Funded Covered UAALasa
Valuation Value of Accrued AAL Ratio Payroll Percentage
Date Plan Assets Liability {(UAAL) of Covered

(AAL) Payroll

-Enfry Age

(@ ()] (b) - (@) (a/b) (© ((b-a)c)

July 1, 2009 $£521 $664 $143 78.46% $180 79.47%

July 1, 2007 $428 $543 $115 78.82% $186 61.83%

The Governmental Accounting Standards Board (GASB) requires the plan to prepare the Schedule of Funding Progress using the
entry age actuarial cost method. The requirement to present the Schedule of Funding Progress using the Entry Age actuarial cost
method went into effect during the year of the 2007 actuarial valuation, therefore only the two most recent valuations are presented.

NOTE 7 - LOSS POLICY —

Sevier County Emergency Communications District incurs risk of loss trom the following types of events:

Torts

Theft of, damage of, or destruction of assefs
Business Interruptions

Errors or Omissions
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Job-Related Iliness or Injuries to Employees
Acts of God

It is the policy of Sevier County Emergency Communications District to retain membership in the Tennessee Municipal League Risk
Management Pool (TML) that currently operates as a conunon risk management and insurance program for members. Sevier County
Emergency Communications District pays an annual premium to TML for the following risk coverage’s: General Liability, Law
Enforcement Liability, Errors and Omissions, Employee Dishonesty, Automobile Liability, Automobite Physical Damage, Workers
Compensation, and Employers Liability. TML agrees to provide coverage for the types of losses listed previously, in return for
premiums paid. Sevier County Emergency Communications District retains the risk of loss only to the extent of the amount of policy
deductibles.

Official Statutory Bonds for board officials and administrative employees are placed with Ohio Casualty Group.

There have been no significant reductions in policy coverage’s in any major categories of risk. No settlements have exceeded policy
coverage’s in fiscal years 2008, 2010, and 2011.

At present, there are no liabilities or loss contingencies because no information exists to indicate that an asset is {or will be) impaired.
Therefore, no loss amount is required to be estimated, acerued or disclosed.



SEVIER COUNTY EMERGENCY COMMUNICATIONS DISTRICT
Sevierville, Tennessee

SUPPLEMENTAL SCHEDULES

For the Year Ended June 30, 2011



SEVIER COUNTY EMERGENCY COMMUNICATIONS DISTRICT

OPERATING EXPENSES 2011
Salaries and Wages:
Director $ 65038
Administrative Personnel 42,978
Technical Support Personnel 105,716
Total Salaries and Wages 213,732
Emplovee Benefits:
Social Security 12,724
Medicare 2,976
Medical Insurance 32,930
Retirement Contributions 27,629
Total Employee Benefits 76,259
Contracted Scrvices:
Mapping & Addressing 5,494
Advertising 554
Accounting Services 7,076
Administrative Fees 14,565
Service Charge 85,428
Janitorial Expenses 8,852
Mapping/Data Base Consultants & Expenses 36,470
Professional Services 115
Maintenance Contracts 64,310
Maintenance and Repairs - Communications Equipment 10,986
Maintenance and Repairs - Buildings and Facilities 7,398
Maintenance and Repairs - Office Equipment 0
Maintenance and Repairs - Vehicles 416
Total Contracted Services 242,664
Supplies and Materials:
Office Supplies 4,739
Postage 44
{tilities - Electric 19,180
Utilities - Water 471
General Telephone 17,298
Cell Phones and Pagers 1,577
Fax Lines for PSAPs 11,533
Total Supplies and Materials 54,842
Other Charges:
Board Meeting Expenses 2,515
Dues and Memberships 1,048
Insurance - Worker's Compensation 347
Insurance - Liability 3,649
Insurance - Buildings and Contents 6,047
Insurance - Equipment 4,835
Insurance - Employee Dishonesty 1,961
Insurance - Vehicles 708
Public Education 13,305
Training Expenses 17,602
Travel 218
Infernet for EOC 1,056
Total Other Charges 53,291
Depreciation 171,011
TOTAL OPERATING EXPENSES $ 811,799

Seviervilte, Tennessee
SCHEDULE OF DETAILED EXPENSES
For the Years Ended June 30, 2011 and 2010
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2010

5 65038
43,382
106,147

214,567

12,778

2,988
31,040
24,982

71,788

5,766
298
6,916
9,878
82,649
9,728
22,236
G
53,799
2,772
6,845
900
704

202,485

3,928
209
19,656
407
14,649
1,025
6,713

46,587

2,940
1,033
253
4,336
3,403
1,605
1,106
655
12,495
24,886
0

0

52,712
172,074

$ 760,213



SEVIER COUNTY EMERGENCY COMMUNICATIONS DISTRICT

Sevierville, Tennessee -18-
BUDGETARY COMPARISON SCHEDULE
For the Year Ended June 30, 2011

Budgeted Amounts Variance
Actual Actual with

Original Final GAAP Basis Budget Basis Final Budget
Capital Outlay
Fumiture - Admin Office s 6,000 $ 2,000 - - 8 2,000
PSAP Office Fumiture 6,000 6,000 § 5442 N 6,000
Admin Office Equipment 10,000 10,000 4,732 54,732 5,268
PSAP Office Equipment 10,080 21,600 23,865 25,215 {4,215)
FOC Equipment 1,000 1,600 - - 1,000
Central Dispatch Comm, Equip. 52,200 70,000 48463 49,082 20,918
GIS 2,000 1,000 - - 1,000
Software 10,000 10,000 7,392 7,392 2,608
Building Equipment 15,000 12,760 2,760 2,700 10,600
Expenditures
Payrolt 240,000 246,000 213,732 214,036 31,964
Payroll Taxes 18,500 16,500 15,700 15,700 800
Health Insurance 40,000 33,000 32,930 32930 70
Retirement 31,500 28,000 27,629 27,629 371
Maps 8,000 6,000 5,494 5494 506
Advertising 1,000 1,000 554 547 453
Legal & Accounting 9,000 9,000 7,076 7,076 1,924
Administration Fees 10,000 15,000 14,565 14,034 966
E911 Service Fee 96,000 86,000 85,428 85,428 572
Janitorial 10,000 10,000 8,852 3,852 1,148
Maintenance Contract Agreements 59,000 83,500 64,310 72,343 11,157
Map/Pata Base Consultants 33,000 33,000 36,470 26,248 6,752
Professional Services 3,000 2,000 1,115 1,115 835
Pest Control 1,000 1,000 625 625 375
Repairs - Comm. Equipment 7,000 7,000 16,912 5,772 1,228
Repairs - Building & Grounds 26,000 13,500 6,773 6,518 6,982
Repairs - Office Equipment 4,000 4,000 - - 4,000
Auto Repairs 5,000 5,000 - - 5,000
Auto Fuel 3,000 2,000 416 350 1,650
Language Line 2,000 1,000 7 84 916
Office Supplies 4,000 2,500 2,961 2,961 {461)
PSAP Supplies 3,000 3,000 1,778 1,841 1,159
Postage 2,000 500 44 44 456
Utility - Electric 22,000 20,000 19,180 18,455 1,545
Utility - Water & Sewer 1,500 1,000 471 453 547
Telephone 16,000 20,000 17,298 17,298 2,702
Cell Phone & Pagers 2,000 2,000 1,577 1,492 508
PSAP Fax Lines 16,000 8,000 11,533 7,227 773
Generator Fuel 2,000 2,000 - - 2,000
Board Mecting 3,500 3,000 2,515 2,515 485
Dues and Subscriptions 2,500 1,000 1,048 1,048 (48)
Workers Comp Insurance 1,500 500 347 204 296
Liability Insurance 7000 4,000 3,649 3,546 454
Building Insurance 7,000 7,000 6,047 6,047 953
Equipment Insurance 3,000 5,000 4,835 4,835 165
Employee Dishonesty 3,000 2,000 1,961 1,960 100
Vehicle Insurance 3,000 1,000 708 665 335
Public Education 15,000 15,000 13,305 13,305 1,695
Seminars 45,000 26,000 17,602 17,602 8,398
Travel Expenses 3,000 1,000 218 218 132
Internet Expense 1,000 1,500 1,056 1,056 444
Depreciation 168,000 170,000 171,011 171,011 (1,011)
Amortization 500 500 - - 500

Totals $ 1,032,700 $ 1032700 $ 904,393 S 887625 $ 145075




SEVIER COUNTY EMERGENCY COMMUNICATIONS DISTRICT

Sevierville, Tennessee

SCHEDULE OF INSURANCE IN FORCE

June 30, 2011

Liability:
TML Risk Management Pool (TML):
Bodily Injury, Property Damage and Personal Injury

Non-Tort Exposure

Automobile Bodily Injury and Property Damage Liability

Public Officials Personal Errors and Omissions Liability

Auto Physical Damage

Property:
TMI. Risk Management Pool (TML):

Buildings and Personal Property
Electronic Data Processing Equipment
Crime Coverage — Employee/Forgery/ Theft/Computer

Employee Dishonesty Coverage:
TML Risk Management Pool (TML):

Chairman of the Board, Vice Chairman, Secretary, Treasurer,
Coordinator and Staff Secretary — Blanket Coverage

Workers® Compensation:
TML Risk Management Pool (TML):
Bodily Injury by Accident or Discase, Including Death

Official Statutory Bonds:

Ohio Casualty Group
Chairman of the Board, Vice Chairman, Secrefary, Treaswrer,
E-911 Coordinator, and Administrative Assistant

Coverage:
$3006,000/700,000/100,000

$1,000,000 per occurrence

$300,000/700,000/100,000
(Includes uninsured motorist)

$1,000,000 per occurrence

Uninsured Motorist
$300,000/100,000

£2,473,746
$974,946
$100,000

$100,000 each

$300,000
Policy Limit 700,000

$100,000 each
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SEVIER COUNTY EMERGENCY COMMUNICATIONS DISTRICT

Sevierville, Tennessee

REPORT ON INTERNAL CONTROL AND ON COMPLIANCE AND OTHER MATTERS

June 36, 2011
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HICKMAN AND COMPANY, P.C.

CERTIFIED PUBLIC ACCOUNTANTS
110 Legacy View Way
Knoxville, TN 37918
Tel. (865)689-9598
Fax (865)689-5370

Member Member
American Institute of Tennessee Society of
Certified Public Accountants Certified Public Accountants

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
Sevier County Emergency Communications District
Sevierville, Tennessee

We have audited the financial statements of the Sevier County Emergency Communications District, a component
unit of Sevier County, as of and for the years ended June 30, 2011 and 2010, and have issued our repori thereon
dated August 31, 201 1. We conducted our audit in accordance with Auditing Standards Generaily Accepted in the
United States of America and the standards applicable to financial audits contained in Government Auditing
Standards, issued by the Compiroller General of the United States.

Internal Control Over Financial Reporting

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

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 material weakness is a significant deficiency, or combination of significant deficiencies in internal control such
that there is a reasonable possibility that a material misstatement of the financial statements will not be prevented or
detected and corrected on a timely basis.

QOur consideration of internal conirol over financial reporting was for the limited purpose described in the first
paragraph of this section and was not designed to identify all deficiencies in internal control over financial reporting
that might be deficiencies, significant deficiencies, or material weaknesses. We did not identify any deficiencies in
internal contro! over financial reporting that we consider to be material weaknesses, as defined above.

Compliance and Other Matters

As part of obfaining reasonable assurance about whether Sevier County Emergency Communications District’s
financial statements are free of material misstatement, we performed tests of its compliance with certain provisions
of laws, regulations, coniracts and grants, 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
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disclosed no instances of noncompliance or other matters that are required to be reported under Government
Auditing Standards.

This report is intended solely for the information and use of the Board of Directors, management, others within the
organization, County Commission and state awarding agencies and pass-through entities and is not intended to be
and should not be used by anyone other than these specified parties.
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CERTIFIED PUBLIC ACCOUNTANTS
Knoxville, Tennessee
August 31, 2011



