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INDEPENDENT AUDITOR'S REPORT

To the Board of Directors
Rutherford County Emergency Communications District
Murfreesboro, Tennessee

Report on the Financial Statements

We have audited the accompanying financial statements of Rutherford County Emergency Communications District, a
component unit of Rutherford County, Tennessee, as of and for the year ended June 30, 2014, and therel ated notesto the
financial statements, which collectively comprise Rutherford County Emergency Communications District’s basic
financial statements aslisted in the table of contents.

Management’ s Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial statements in accordance with
accounting principles generally accepted in the United States of America; thisincludesthe design, implementation, and
maintenance of internal control relevant to the preparation and fair presentation of financia statementsthat arefreefrom
material misstatement, whether due to fraud or error.

Auditor’s Responsibility

Our responsibility isto 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 applicableto
financial audits contained in Gover nment Auditing Standards, issued by the Comptroller General of the United States.
Those standards require that we plan and perform the audit to obtain reasonabl e assurance about whether the financial
statements are free of material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the financial
statements. The procedures selected depend on the auditor’ sjudgment, including the assessment of the risks of material
misstatement of the financial statements, whether due to fraud or error. In making those risk assessments, the auditor
considersinternal control relevant to the entity’ s preparation and fair presentation of thefinancia statementsin order to
design audit proceduresthat are appropriatein the circumstances, but not for the purpose of expressing an opinion of the
effectiveness of the entity’s internal control. Accordingly, we express no such opinion. An audit also includes
evaluating the appropriateness of accounting policies used and the reasonableness of significant accounting estimates
made by management, as well as evaluating the overall presentation of the financial statements.

Webelievethat the audit evidence we have obtained is sufficient and appropriate to provide abasisfor our audit opinion.
Opinion

In our opinion, the financial statements referred to above present fairly, in all material respects, the respective financial
position of Rutherford County Emergency Communications District as of June 30, 2014, and the respective changesin

financial position and cash flows thereof for the year then ended in accordance with accounting principles generally
accepted in the United States of America.
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Other Matters
Required Supplementary Information

Management has omitted the management’s discussion and analysis that accounting principles generally accepted in the
United States of America require to be presented to supplement the basic financial statements. Such missing information,
although not a part of the basic financial statements, is required by the Governmental Accounting Standards Board who
considers it to be an essential part of financial reporting for placing the basic financial statements in an appropriate
operational, economical or historical context. Our opinion on the basic financial statements is not affected by this

missing information.

Accounting principles generally accepted in the United States of America require that the schedules of funding progress
on pages 16 and 17 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 it to be an
essential part of financial reporting for placing the basic financial statements in an appropriate operational, economic, 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 inquires of management
about the methods of preparing the information and comparing the information for consistency with management’s
responses to our inquires, 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.

Other Information

Our audit was conducted for the purpose of forming an opinion on the financial statements that collectively comprise
Rutherford County Emergency Communications District’s basic financial statements. The introductory section and the
comparison of actual cash receipts and disbursements to cash budget schedule are presented for purposes of additional
analysis and are not a required part of the basic financial statements.

The introductory section and the comparison of actual cash receipts and disbursements to cash budget schedule 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 any assurance on them.
Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated October 30, 2014, on our
consideration of Rutherford County Emergency Communications District’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 internal control over financial reporting or on
compliance. That report is an integral part of an audit performed in accordance with Government Auditing Standards in
considering Rutherford County Emergency Communications District’s internal control over financial reporting and

compliance.
C .
? ’ .
Certified Public Accountants

Murfreesboro, Tennessee
October 30, 2014



RUTHERFORD COUNTY EMERGENCY COMMUNICATIONSDISTRICT

M urfreesbor o, Tennessee

Statement of Net Position

June 30, 2014

ASSETS

Current Assets -
Cash $
Certificates of deposit
Accounts receivable - fees
Due from Tennessee Emergency Communications Board
Accounts receivable - other
Accrued interest receivable
Prepaid expenses

TOTAL CURRENT ASSETS $
Noncurrent Assets -
Capital Assets-
Building and improvements $
Furniture and fixtures
Office equipment
Communications equipment
Vehicles
Other capital assets
$
Less: accumulated depreciation
$
Land
$
TOTAL ASSETS $
LIABILITIES
Current Liabilities -
Accounts payable $

Compensated absences payable
Unearned revenue
TOTAL CURRENT LIABILITIES $

Long-term Liabilities -
Net other postemployment benefits obligation

$
NET POSITION
Net Position -
Net investment in capital assets $
Unrestricted

TOTAL NET POSITION $
TOTAL LIABILITIESAND NET POSITION $

See notes to financial statements.

3

1,833,904
2,850,012
37,180
113,833
170,000
1,149
61,270

5,067,348

1,200,456
45,757
30,077

1,196,768
63,112

416,947

2,953,117
1,455,748

1,497,369
17,500

1,514,869
6,582,217

134,991
25,758

832,083

992,832

54,210

1,047,042

1,381,014

4,154,161

5,535,175

6,582,217



RUTHERFORD COUNTY EMERGENCY COMMUNICATIONSDISTRICT

M ur fr eesbor o, Tennessee

Statement of Revenues, Expenses and Changes in Fund Net Pasition

For the Year Ended June 30, 2014

Operating Revenues -

Emergency telephone service charge $ 457,641
Tennessee Emergency Communications Board - shared wireless charge 672,635
Tennessee Emergency Communications Board - operational funding 345,150
$__ 1475426
Operating Expenses -
Salaries and Wages -
Salaries and wages - director $ 81,919
Salaries and wages - administrative personnel 149,162
$ 231,081
Employee Benefits -
Social Security $ 14,095
Medicare 3,296
Lifeinsurance 180
Medical insurance 30,232
Retirement contributions 23,737
Other postempl oyment benefit expense 8,837
Other fringe benefits - longevity pay 1,450
$___ 8L82T
Contracted Services -
Address/mapping expenses $ 50,000
Audit services 7,990
Administrative fees - service charges 13,691
Contracts with government agencies 15,000
Contracts with private agencies 410
Fees paid to service providers 537,753
Janitorial services 4,541
Legal services 7,500
Maintenance agreements 45,440
M apping/data base consultants 10,478
Pest control 220
Lease/rental - buildings and facilities 188
Maintenance and repairs - communications equi pment 305
Maintenance and repairs - buildings and facilities 9,514
Maintenance and repairs - vehicles 767
Fuel - vehicles 1,825
Other contracted services 19,660
$__ 725282
Supplies and Materials -
Office supplies $ 4,997
Custodial supplies 472
Postal charges 987
Small equipment purchases 11,366
Uniform and shirts 514
Utilities - electric 21,400
Utilities - gas 503
Utilities - water 775
Utilities - general telephone 5,097
Utilities - cdll phones and pagers 4,108
$___ 50219



RUTHERFORD COUNTY EMERGENCY COMMUNICATIONSDISTRICT

M ur fr eesbor o, Tennessee

Statement of Revenues, Expenses and Changes in Fund Net Paosition (continued)

For the Year Ended June 30, 2014

Other Charges -
Board meeting expenses
Dues and memberships
Insurance - workers' compensation
Insurance - liability
Insurance - buildings and contents
Insurance - vehicles
Legal notices
Licenses and fees
Premiums on surety bonds
Public education
Service awards
Training expenses
Travel expenses
Internet charges
Other - special projects

Depreciation expense

TOTAL OPERATING EXPENSES
OPERATING INCOME (LOSS)

Nonoperating Revenues (Expenses) -
Interest income
Tennessee Emergency Communications Board - grants and reimbursements
Loss on disposal of property
CHANGE IN NET POSITION BEFORE SPECIAL ITEM
Specia Item-Revenues (Expenses)
Lawsuit settlement
CHANGE IN NET POSITION

Net position, July 1, 2013
NET POSITION, JUNE 30, 2014

See notes to financial statements.

1,114
1,860
1,051
750
12,136
4,587
280
203
1,673
234
2,500
3,861
4,355
1,283
1,348,235

1,384,122

94,343

2,566,874

(1,091,448)

33,576
207,774
(216)

241,134

170,000

(680,314)

6,215,489

5,535,175



RUTHERFORD COUNTY EMERGENCY COMMUNICATIONSDISTRICT

Mur fr eesbor 0, Tennessee

Statement of Cash Flows

For the Year Ended June 30, 2014

Cash Flows From Operating Activities -

Cash received from surcharges and other revenues $ 1,475,063
Cash payments to suppliers for goods and services (2,061,411)
Cash payments for payroll, taxes and related benefits (306,797)
NET CASH USED BY OPERATING ACTIVITIES $ (893,145)
Cash Flows From Noncapital Financing Activities -
Grants and reimbursements $ 207,774
NET CASH PROVIDED BY NONCAPTIAL FINANCING ACTIVITIES $ 207,774
Cash Flows From Capital and Related Financing Activities -
Acquisition of capital assets $ (155,214)
NET CASH USED FOR CAPITAL AND RELATED FINANCING ACTIVITIES $ (155,214)
Cash Flows from Investing Activities -
Interest income received $ 33,831
Matured certificates of deposit 500,006
NET CASH PROVIDED FOR INVESTING ACTIVITIES $ 533,837
NET DECREASE IN CASH $ (306,748)
Cash, July 1, 2013 2,140,652

CASH, JUNE 30, 2014 $ 1,833,904

Reconciliation of Operating Income (Loss) to Net
Cash Provided (Used) by Operating Activities -

Operating income (10ss) $ (1,091,448)
Adjustments to reconcile operating income (10ss) to net cash
provided by operating activities -
Depreciation 94,343
Changesin assets and liabilities -
Decrease in accounts receivable - fees 3,385
Increase in due from Tennessee Emergency Communications Board (3,748)
Increase in prepaid expenses (35,562)
Increase in accounts payable 133,774
Decrease in compensated absences payable (2,726)
Increase in net other postemployment benefits obligation 8,837
NET CASH USED BY OPERATING ACTIVITIES $ (893,145)
Non-cash transactions -
Loss on disposal of fixed assets $ (216)

See notes to financial statements.



RUTHERFORD COUNTY EMERGENCY COMMUNICATIONSDISTRICT

Mur freesbor o, Tennessee

Notesto the Financial Statements

June 30, 2014

NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
General Information - On May 15, 1984, the Tennessee state legidature approved the "Tennessee Emergency
Communications District Law" (Acts 1984, ch. 867) which enablesacounty, upon approval by voters, to createadistrict to
providelocal emergency telephone service. Subsequently, on May 6, 1986, the voters of Rutherford County approved the
establishment of adistrict for their county, the Rutherford County Emergency Communications District.

Asprovided by the Act, the District operates as agovernmental organization through the directives of aboard of directors
and provides enhanced 911 emergency telephone servicefor itsservicearea. Thedirectors servewithout compensation for
terms of four years. By their authority, they have employed a full time director to assist the board in discharging its
management responsibilities.

Financial Reporting Entity - Component Unit - The District isacomponent unit of the primary government of Rutherford
County, Tennessee. The District reportsitsfinancia information separately from Rutherford County; however, the County
initsfinancial report also presents the District's financial information.

Legaly, the District is a separate governmental entity that has considerable legal, financial and administrative autonomy.
However, as the governing board is not elected but instead is entirely appointed by Rutherford County Commission, the
District cannot be a primary government. Instead, it qualifies as a component unit according to the directives of the
Government Accounting Standards Board (GASB).

The GASB specifiesthat component units must be legally separate organizations which have financial accountability to a
primary government. Financial accountability exists prima facie if a special-purpose government is not fiscally
independent. GASB states that to be fiscally independent, the government has to have the authority to do all of three
activities. Two of these areto issue bonded debt without approval by another government and to levy taxes or set rates or
charges without approval by another government. By Tennessee Code Annotated 7-86-114, before issuing negotiable
bonds, the District must have approval of thelegislative body of acounty wherein adistrict isestablished. It also must have
approval before making purchase contracts, |ease agreements, and notes payabl e of over five years duration. Inaddition,
the Rutherford County Commission has the ability to adjust the District’s service charges. Because the District isboth a
legal entity and financially accountable to the primary government of Rutherford County as the County Commission
appoints all members of the governing board and by the nature of itsfiscal dependence on Rutherford County as described
above, it is a component unit of Rutherford County.

At June 30, 2014, there were no rel ated receivables or payables between Rutherford County and the District. The District
did not engage in any activities that were subject to the approval of Rutherford County.

Basis of Presentation — The financial statements are presented on the full accrual basis of accounting and conform to
accounting principles generally accepted in the United States of America.

As a component unit of Rutherford County, the accounts of the District are organized on the basis of a proprietary fund
type, specificaly an enterprise fund. The activities of this fund are accounted for with a separate set of self-balancing
accounts that comprise the District’ s assets, liabilities, net position, revenues and expenses. Enterprise funds account for
activities (i) that are financed with debt that is secured by apledge of the net revenues from feesand charges of the activity,
or (i) that arerequired by laws or regulationsthat the activity’ s costs of providing services, including capital costs(such as
depreciation or debt service), berecovered with feesand charges, rather than with taxes or similar revenues; or (iii) that the
pricing policies of the activity establish fees and charges designed to recover its costs, including capital costs (such as
depreciation or debt service).



RUTHERFORD COUNTY EMERGENCY COMMUNICATIONSDISTRICT

Mur freesbor o, Tennessee

Notes to the Financial Statements (continued)

June 30, 2014

NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)
The accounting and financial reporting treatment applied to the District is determined by its measurement focus. The
transactions of the District are accounted for on aflow of economic resources measurement focus. With this measurement
focus, al assetsand all liabilities associated with the operations areincluded on the statement of net position. Net position
(i.e., total assets plus net deferred outflows net of total liabilities and net deferred inflows) is segregated into net investment
in capital assets, and unrestricted components. Included in the accounts payable balance of $134,991 for June 30, 2014, is
an amount payable to avendor for communications equipment in the amount of $133,855.

When both restricted and unrestricted resources are available for use, it isthe District’s policy to use restricted resources
first and then unrestricted resources as they are needed.

Cash Flow - Cash and Cash Equivalents - The District presents its cash flow statement using the direct method. For
purposes of cash flow presentation, the District considers cash in operating bank accounts, cash on hand, and certificates of
deposit, which have original maturities of three months or less as cash and cash equivalents. At June 30, 2014, there were
no certificates of deposit that qualified as cash equivalents.

Budgetary L aw and Practice - The Director of the District files an annual budget with the mayor of Rutherford County in
accordance with the Tennessee Code Annotated, Title 7, Chapter 86, Part 1. In March of each year, the Director presentsa
preliminary budget to the board of directors which isthen discussed and amended as necessary for approval by the board.

The budget for operationsis prepared on the cash receipts and disbursements basis by line item accounts. Revenues are
budgeted in the year receipt is expected and disbursements are budgeted in the year that the disbursement is expected to
occur. The board has determined to maintain an investment approximating twelve months of the operating budget or
$600,000 in cash and certificates of deposit as aresource for future expenses.

Prepaid Expenses - The cost of prepaid insurance and any other applicable coststhat are prepaid are charged to operations
over the period of coverage. As of June 30, 2014, prepaid insurance and service contract costs were $61,270.

Property and Equipment - Property and equipment are stated at cost. The District defines capital assets as assetswith an
initial, individual cost of more than $5,000 and an estimated useful life in excess of one year. For financial statement
purposes, depreciation of property and equipment is provided using the straight-line method. Maintenanceand repairsare
charged to operations when incurred. Major renewals and betterments are capitalized. When items of property and
equipment are sold or retired, therelated costs and accumul ated depreciation are removed from the accounts and any gain or
lossisincluded as non-operating revenue or |oss.

The estimated useful lives are as follows:

Building and improvements 40 years
Furniture and fixtures 5-10years
Office equipment 3-10years
Communications equi pment 3—-10years
Vehicles 5years
Other capital assets 5-10years



RUTHERFORD COUNTY EMERGENCY COMMUNICATIONSDISTRICT

Mur freesbor o, Tennessee

Notes to the Financial Statements (continued)

June 30, 2014

NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)
Compensated Absences - The Board of Directors voted to adopt a policy for vacation, sick leave, and holidays effective
January 1, 1995. Full-time, permanent employeesare granted vacation benefitsin varying amountsto specified maximums
depending on tenure with the District. Excess days earned are transferred to sick leave days. Sick leave accruesto full-
time, permanent employees at the rate of one day per month of service. An employeeisentitled to accrue sick leave days
without limitation on the number of days. If an employee should leave prior to the vesting of his retirement benefits, no
compensation will be paid for unused sick days. After an employeeisédligibleto receive vested benefitsin the retirement
plan, any sick leave that said employee has accrued will be credited for retirement service days. Employeesare entitled to
overtime or compensatory time. The maximum amount of compensatory time that may be accrued by non-emergency
personnel is 250 hours and the maximum hours for emergency personnel is 450 hours. Hoursin excess of the maximum
convert to sick leave on January 1. The Director cannot acquire overtime pay, but can build and use compensatory time.

An estimated liability for vacation has been accrued under the vesting method. The estimated amount calculated for
compensated absences recorded as aliability at June 30, 2014 is $25,758.

Estimates — The preparation of financial statementsin conformity with generally accepted accounting principles requires
management to make estimates and assumptionsthat affect certain reported amounts and disclosures. Accordingly, actual
results could differ from those estimates.

Operating Revenues and Expenses — The District’s operating revenues and expenses consist of revenues earned and
expenses incurred relating to the operation and maintenance of its principal ongoing operations. All other revenues and
expenses are reported as non-operating revenues and expenses and consist of those revenues and expensesthat arerelated to
financing and investing type of activities and result from non-exchange transactions or ancillary activities.

Unearned Revenue — The unearned revenue balance at June 30, 2014 represents grant funds received from the Tennessee
Emergency Communications Board during the prior period which were not earned prior to the end of the fiscal year.

NOTE B - CASH AND CERTIFICATES OF DEPOSIT INVESTMENTS
The District is authorized to make investments in bonds, notes or treasury bills of the United States, Federal Land Bank
bonds, Federal Home L oan Bank notes and bonds, Federal National Mortgage A ssociation notes and debentures, banksfor
cooperative debentures, or any of its other agencies, or obligations guaranteed as to principal and interest by the United
States or any of its agencies with a maturity not greater than one year, or in the pooled investment fund established under
Tennessee law.

During the year ended June 30, 2014, the board of directors choseto limit the investment of funds to demand deposits and
certificates of deposit at banking institutions.

At June 30, 2014, the carrying amount of cash deposits was $1,833,904 and the bank balance was $1,838,597 as listed
below. All bank accountsearn avariablerate of interest. At June 30, 2014, the entire bank balance was covered by federal
depository insurance, or by collateral held in the Tennessee Bank Collateral Pool. The Tennessee Bank Collateral Pool (the
Pool) isamultiple financial institution collateral pool to which member financial institutions holding public funds pledge
collateral securities. In the event any member financial institution fails, the entire collateral pool becomes available to
satisfy the claims of governmental entities. The pool also hasthe ability to make additional assessmentson aproratabasis
to the members of the poal if the value of collateral isinadequate to cover aloss.



RUTHERFORD COUNTY EMERGENCY COMMUNICATIONSDISTRICT

Mur freesbor o, Tennessee

Notes to the Financial Statements (continued)

June 30, 2014

NOTEB - CASH AND CERTIFICATES OF DEPOSIT INVESTMENTS (continued)

Cash Accounts Interest Rate Carrying Amount Bank Balance

SunTrust Bank checking 0.05 % $ 1,120,092 $ 1,124,785

SunTrust Bank cash investment 0.05% 713,812 713,812
$ 1,833,904 $ 1,838,597

Certificates of Deposit - At June 30, 2014 the District held the following certificates of deposit:

Bank Maturity Interest Amount
CB & SBank 12/19/16 .60% $ 250,000
First Bank 10/03/14 1.00% 250,000
Pinnacle Bank 01/13/17 1.30% 250,000
SunTrust Bank 12/16/16 1.29% 250,000
First National Bank of
McMinnville 12/12/16 2.25% 250,000
US Bank 06/20/16 75% 250,000
F&M Bank 10/24/14 .55% 250,010
Bank of America 08/21/14 .25% 100,002
First National Bank of
Manchester 04/18/15 1.55% 250,000
Regions Bank 12/21/16 1.09% 250,000
Wilson Bank & Trust 10/19/16 .95% 250,000
Southern Community Bank 07/20/15 .85% 250,000
$ 2,850,012

The certificates of deposit areinsured by the Federal Deposit I nsurance Corporation or the Tennessee Bank Collateral Pool
and are shown at fair value. The District managesits exposureto decreasing interest rates by staggering the maturity dates
of the certificates of deposit.

NOTE C - ACCOUNTS RECEIVABLE
The Disgtrict receivesitsrevenue from the tel ephone subscribers residing within Rutherford County. Asprovided inthe Act,
telephone companies collect the 911 fees from the subscribers and remit the funds on anot longer than bi-monthly basisto
the District. The policy of the telephone companies has been to remit based upon their billings rather than on their
collections. Accordingly, the financial statements do not include a provision for bad debts.

The following is the detail of receivables from the telephone companies at June 30, 2014:

AT&T $20,873
TDS Telcom of Tennessee 4,001
NUVOX Communications 3,906
Others 8,400

$37,180

-10-



RUTHERFORD COUNTY EMERGENCY COMMUNICATIONSDISTRICT

Mur freesbor o, Tennessee

Notes to the Financial Statements (continued)

June 30, 2014

NOTED - CAPITAL ASSETS
Capital assets are summarized as follows:

June 30, Rounding June 30,
2013 Additions (Deletions) 2014
Capital assets, being depreciated -
Building and improvements $ 1,200,456 $ 1,200,456
Furniture and fixtures 45,975 $ (218) 45,757
Office equipment 39,478 (9,401) 30,077
Communi cations equipment 761,271 $ 453,985 (18,488) 1,196,768
Vehicle 63,112 63,112
Other fixed assets 332,426 84,521 416,947
Subtotal $ 2442718 $ 538,506 $ (28,107) $ 2,953,117
L ess accumulated depreciation -
Building and improvements $ (339973) $ (30,0112) $  (369,984)
Furniture and fixtures (45,642) (2000 $ 218 (45,624)
Office equipment (37,161) (1,348) 9,401 (29,108)
Communi cations equipment (702,639) (26,064) 18,272 (710,431)
Vehicle (62,525) (235) (62,760)
Other fixed assets (201,356) (36,485) (237,841)
Subtotal $ (1,389,296) $ (94,343) $ 27891 $ (1,455,748)
Capital assets, being depreciated, net $ 1,053,422 $ 444,163 $ (216) $ 1,497,369
Capital assets, not being depreciated
Land $ 17,500 $ 17,500
Construction in progress 383,292 $ (383,292)
Subtotal $ 400,792 $ (383292) $ 17,500
Capital assets, net $ 1454214 $ 444163 $  (383508) $ 1,514,869
NOTE E - LONG-TERM LIABILITIES
Long-term liability activity for the year ended June 30, 2014 was as follows:
Balance Balance
July 1, 2013 Additions June 30, 2014
Post-employment benefitsobligation ~ $45,373 $8,837 $54,210

NOTE F - RETIREMENT PLAN

Plan Description — Employees of Rutherford County Emergency Communications 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 five years of service or at any age with 30 years of service. A reduced
retirement benefit isavailable to vested members at the age of 55. Disability benefits are availableto active memberswith
five years of service who become disabled and cannot engage in gainful employment.

-11-



RUTHERFORD COUNTY EMERGENCY COMMUNICATIONSDISTRICT

Mur freesbor o, Tennessee

Notes to the Financial Statements (continued)

June 30, 2014

NOTE F - RETIREMENT PLAN (continued)
Thereisno service requirement for disability that isthe result of an accident or injury occurring while the member wasin
the performance of duty.

Members joining the system after July 1, 1979 become vested after five years of service and membersjoining 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 Rutherford County Emergency Communications District participateinthe TCRSasindividual entities
and are liable for all costs associated with the operation and administration of their plan. Benefit improvements are not
applicableto apolitical subdivision unless approved by the chief governing body. The TCRSissues apublicly available
financial report that includesfinancia statementsand required supplementary information for the PSPP. That report may be
obtained by writing to Tennessee Treasury Department, Consolidated Retirement System, 15th Floor Andrew Jackson
Building, and Nashville, TN 37243-0230 or can be accessed at http://www.tn.gov/treasury/tcrs/PS/.

Funding Palicy — Rutherford County Emergency Communications District has adopted a noncontributory retirement plan
for its employees by assuming employee contributions up to 5.0 percent of annual covered payroll. Rutherford County
Emergency Communications District isrequired to contribute at an actuarially determined rate; therate for the fiscal year
ended June 30, 2014 was 10.09% of annual covered payroll. The contribution requirement of plan membersis set by state
statute. The contribution requirement for Rutherford County Emergency Communications District is established and may
be amended by the TCRS Board of Trustees.

Annual Pension Cost — For the year ended June 30, 2014, Rutherford County Emergency Communication District’ sannual
pension cost of $23,737 to TCRSwas equal to Rutherford County Emergency Communication District’ srequired and actual
contributions. The required contribution was determined as part of the July 1, 2011 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 ayear compounded annually, (b) projected 3.0 percent annual rate of
inflation, (c) projected salary increases of 4.75 percent (graded) annual rate (no explicit assumption is made regarding the
portion attributabl e to the effects of inflation on salaries), (d) projected 3.5 percent annual increase in the Social Security
wage base, and (€) projected post retirement increases of 2.5 percent annually. The actuarial value of assetswas determined
using techniques that smooth the effect of short-term volatility in the market value of total investments over a ten-year
period. Rutherford County Emergency Communications District’s unfunded actuarial accrued liability isbeing amortized as
alevel dollar amount on a closed basis. The remaining amortization period at July 1, 2011 was 10 years. An actuaria
valuation was performed as of July 1, 2011, which established contribution rates effective July 1, 2012.

Trend information is as follows:

Percentage of Net Pension
Annual Pension APC Obligation
Fiscal Year Ending Cost (APC) Contributed (NPO)
June 30, 2014 $23,737 100% $0
June 30, 2013 $23,019 100% $0
June 30, 2012 $ 22,980 100% $0

Funded Status and Funding Progress — As of July 1, 2013, the most recent actuarial valuation date, the plan was 85.23
percent funded. The actuarial accrued liability for benefits was $.59 million, and the actuarial value of assets was $.50
million, resulting in an unfunded actuarial accrued liability (UAAL) of $.09 million. The covered payroll (annual payroll
of active employees covered by the plan) was $0.23 million, and theratio of the UAAL to the covered payroll was 37.98%
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RUTHERFORD COUNTY EMERGENCY COMMUNICATIONSDISTRICT

Mur freesbor o, Tennessee

Notes to the Financial Statements (continued)

June 30, 2014

NOTE F - RETIREMENT PLAN (continued)

NOTEG -

NOTEH -

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 assetsareincreasing 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 thisinformationis
intended to serve as a surrogate for the funded status and funding progress of the plan.

(Dollar amounts in thousands)

Actuarial
Actuarial Accrued UAAL asa
Actuarial Value of Liability Unfunded Percentage
Valuation Plan (AAL)- AAL Funded Covered of Covered
Date Assets Entry Age (UAAL) Ratio Payroll Payroll
@ (b) (b) - (3 (alb) (© ((b-a)lc)
July 1, 2013 $500 $ 587 $87 85.23% $228 37.98%
July 1, 2011 $415 $ 488 $73 85.12% $214 33.92%
July 1, 2009 $301 $311 $9 96.95% $ 201 4.70%

RISK MANAGEMENT

The District is exposed to various risks of loss related to torts; theft of, damage to, and destruction of assets; errors and
omissions; injuriesto employees; and natural disasters. The District purchases commercial insurancefor claimsand for all
other risks of loss. Settled claims have not exceeded this commercial coveragein any of the past three fiscal years.

POST-EMPLOYMENT BENEFITS

From an accrual accounting perspective, the cost of other post-employment benefits (OPEB), like the cost of pension
benefits, generally should be associated with the periodsin which the cost occurs, rather than in the future year when it will
bepaid. The District recognizesthe cost of post-employment benefitsin the year when the employee services are received,
reports the accumulated liability from prior years, and provides information useful in assessing potential demands on the
Digtrict’ s future cash flows. Recognition of the liability accumulated from prior years will be phased in asalevel dollar
amount on an open basis over 30 years commencing with the 2009 liability.

Plan Description — In addition to pension benefits described in Note F, the District isincluded under Rutherford County’ s
postretirement health insurance plan. Rutherford County’ s planisan agent multiple-employer defined benefit OPEB plan.
Benefits are established and amended by an insurance committee established by the Rutherford County Commission.

Funding Policy — The premium requirements of plan members are established and may be amended by the insurance
committee. The plan is self-insured and financed on a pay-as-you-go basis with the risk shared equally among the
participants. Claimsliabilities of the plan are periodically computed using actuarial and statistical techniquesto establish
premiumrates. Rutherford County devel opsits own contribution policy intermsof subsidizing active employeesor retired
employees premiums.

An employeewho retires from Rutherford County becomeseligiblefor retiree health coverage upon the earlier of attaining:
(1) age 55 with 15 years of service and active coverage for five continuous years, (2) age 62 with ten years of serviceand
active coverage for five continuous years, or (3) any age with 30 years of service and active coverage for five continuous
years.

-13-



RUTHERFORD COUNTY EMERGENCY COMMUNICATIONSDISTRICT

Mur freesbor o, Tennessee

Notes to the Financial Statements (continued)

June 30, 2014

NOTE H - POST-EMPLOYMENT BENEFITS (continued)
An employee who becomes disabled becomes eligible for retiree health coverage if they are under age 65 and have
completed at | east ten years of service prior to total disability termination plusthe employee must have had active coverage
for acontinuousfive year period and havefiled and qualified for Medicare disability coverage. If theretireeiseligiblefor
health insurance coverage, the health coverageisalso provided for theretiree’ s spouse and/or dependent children. Inevent
of theretiree' sdeath, the eligible surviving spouse and dependent children may el ect to continue coverage until they would
no longer qualify as dependents if the retiree were alive.

Eligible retirees and dependents are required to share in the cost of health insurance coverage. Effective May 1, 2009,
current retirees and actives age 65 and over as of December 31, 2009, and activesthat have completed 30 years of service
as of December 31, 2009, will be required to contribute 25% of the adequate premium for themselves and 50% of the
adequate premium for their spouses. Effective January 1, 2010 all retireesthat are retirement eligible as of December 31,
2010 or have at least 20 years of service as of December 31, 2010, upon attaining age 65, will be required to contribute
50% of the adeguate premium for themselves and their spouses. This structure will be phased in over four years (2010 —
2013) such that contributions will be approximately 32% in 2010, 38% in 2011, 44% in 2012, and 50% in 2013 and
thereafter.

Adopted in May 2010 and effective January 1, 2011, thefollowing changestake effect: (1) employeeswith at least 10 years
of service but less than 20 years of service as of December 31, 2010-no prescription drug coverage will be provided post
age 65 and contributionswill be 50% of the adequate premium rate for themselvesand their spouses, (2) employeeswith at
least 7 years of service but less than 10 years of service as of December 31, 2010-no prescription drug coverage will be
provided post age 65 and contributionswill be 50% of the adequate premium rate for themselves and 75% of the adequate
premium rate for their spouses, (3) employees hired prior to February 12, 2009 with less then 7 years of service as of
December 31, 2010-no prescription drug coverage will be provided post age 65 and the County contribution will belimited
to the lesser of $500 or the actual cost of coverage.

The following changes will apply to anyone hired after February 12, 2009: (1) no prescription drug coverage will be
provided post age 65 (2) the County contribution will be limited to the lesser of $300 per month or the actual cost of
coverage, (3) if hired after December 31, 2010 no benefits will be provided post age 65.

The components of the annual OPEB cost and the net OPEB obligation are as follows for Rutherford County Emergency
Communications District:

ARC $ 9,596
Interest in the NPO 1,815
Adjustment to the ARC (2,574)
Annual OPEB cost $ 8,837
Amount of contribution -0-
Increasein NPO $ 8,837
Net OPEB obligation, 7-1-13 45,373
Net OPEB obligation, 6-30-14 $54,210
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RUTHERFORD COUNTY EMERGENCY COMMUNICATIONSDISTRICT

Mur freesbor o, Tennessee

Notes to the Financial Statements (continued)

June 30, 2014

NOTE H - POST-EMPLOYMENT BENEFITS (continued)
The funding status and funding progressis as follows for District:

Actuaria valuation date 1-1-12
Actuarial accrued liability (AAL) $ 73184
Actuarial value of plan assets $ -0-
Unfunded actuarial accrued liability (UAAL) $ 73184
Actuarial value of assets asa% of the AAL 0%
Covered payroll (active members) $ 225476
UAAL as a% of covered payroll 32.46%

Actuarial valuationsinvolve estimates of the value of reported amounts and assumptions about the probability of eventsfar
into the future, and actuarially determined amounts are subject to continual revision as actual results are compared to past
expectations and new estimates are made about the future. The schedule of funding progress, presented as required
supplementary information following the notes to the financia statements, presents multiyear trend information about
whether the actuarial value of plan assetsisincreasing or decreasing over timerelativeto the actuarial accrued liability for
benefits.

Actuarial M ethods and Assumptions— The discount rate asof January 1, 2012, is4.00%. The discount rateis determined by
the plan sponsor based on the estimated long-term investment yield on the investments that are expected to be used to
finance the payment of benefits. Rutherford County does not pre-fund the ARC, and therefore the discount rate isbased on
the expected return on the County’ s general assets.

Thetrend rate for pre-Medicare health claimsis 8.50% for 2012 grading down to 5.00% for 2023 and beyond. The trend
rate for post-Medicare health claims is 7.00% for 2012 grading down to 5.00% for 2023 and beyond. The trend rate is
determined by the plan sponsor based on historical data and anticipated experience under the plan.

The method used to calculate normal cost and actuarial accrued liability isthe projected unit credit cost method. Under this
method, the present value of projected benefitsis estimated at each decrement age, taking into account the value of future
increasesin medical claimsand the effect of medical contributions and M edicare reimbursement. Thetotal present value of
projected benefitsis the sum of the present values for each decrement age. The actuarial accrued liability is calculated by
prorating the present value of projected benefits by service at the valuation date over service projected to the date of
decrement. The normal cost is the present value of projected benefits attributable to the valuation year.

NOTE | - TRANSACTIONS WITH PRIMARY GOVERNMENT
Amounts paid to Rutherford County included amounts pai d for mapping services and maintenance agreementsin the amounts
of $50,000 and $15,000, respectively. The District reimbursement for equi pment totaled $1,348,235 during the year of which
$1,220,235 was to Rutherford County for the purchase of aradio system. Rutherford County also administers the payroll
reporting for the District. The District reimbursed Rutherford County $306,797 for salaries and benefits paid on the District’s
behalf.

NOTE J- SUBSEQUENT EVENTS
The District entered negotiations with avendor for remittance of telephone fees earned prior to June 30, 2014. A settlement
was agreed upon and approved by the board of directors on September 19, 2014. Accounts receivable—other in the amount of
$170,000 was recorded as a specia item in the financial statements for the year ended June 30, 2014.

Beginning January 1, 2015, all telephone surcharge revenue will be remitted to the District by the Tennessee Emergency
Communications Board according to the 911 Funding M odernization and | P Transition Act of 2014. Management does not
expect the remittance change to impact the District’s revenue materially.
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RUTHERFORD COUNTY EMERGENCY COMMUNICATIONSDISTRICT

M ur fr eesbor o, Tennessee

Schedule of Funding Progress

For the Year Ended June 30, 2014

The following is the Schedule of Funding Progress of the Retirement Plan for Rutherford County Emergency
Communications District, 88550:

(Dadllar amounts in thousands)

Actuarial
Actuarial Accrued UAAL asa
Actuarial Value of Liability Unfunded Percentage
Valuation Plan (AAL) - AAL Funded Covered of Covered
Date Assets Entry Age (UAAL) Ratio Payroll Payroll
@ (b) (b)- (@ (alb) © ((b-a)/c)
July1,2013 $ 500 $ 587 $ 87 85.23% $ 228 37.98%
Juy1,2011 $ 415 $ 488 $ 73 85.12% $ 214 33.92%
July1,2009 $ 301 $ 311 $ 9 96.95% $ 201 4.70%
July1,2007 $ 257 $ 267 $ 10 96.25% $ 185 5.41%

The Governmental Accounting Standards Board (GA SB) 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 affect during the year of the 2007 actuarial valuation.
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RUTHERFORD COUNTY EMERGENCY COMMUNICATIONSDISTRICT

M ur fr eesbor o, Tennessee

Post-Employment Benefits Schedule of Funding Progr ess

For the Year Ended June 30, 2014

Actuarial Actuarial UAAL asa

Actuarial Vaue of Accrued Unfunded Percentage

Valuation Plan Liability AAL Funded Covered of Covered

Date Assets (AAL) (UAAL) Ratio Payroll Payroll
@ (b) (b)- (@ (alb) © ((b-a)/c)

January 1,2012  $ - $ 73184 % 73,184 0.00% $ 225476 32%
January1,2010 $ -  $ 67,855 $ 67,855 0.00% $ 214,014 32%
January1,2009 $ - $ 63830 $ 63,830 0.00% $ 200,790 32%
January 1,2008 $ - $ 75534 % 75,534 0.00% $ 201,458 37%

Note: One additional year will be reported as data becomes available.
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RUTHERFORD COUNTY EMERGENCY COMMUNICATIONSDISTRICT

Murfreesbor o, Tennessee

Comparison of Actual Cash Receipts and Disbur sements to Cash Budget (Unaudited)

For the Year Ended June 30, 2014

Cash Receipts -

-18 -

Actual Cash
Receipts and Cash (Over) Under
Disbursements Budget Budget
Emergency telephone service charges $ 447,234 $ 500,000 $ 52,766
Tennessee Emergency Communications Board - shared wireless charge 668,887 600,000 (68,887)
Interest income 33,833 25,000 (8,833)
Tennessee Emergency Communications Board-operational funding 345,150 368,949 23,799
Tennessee Emergency Communications Board-grants and reimbursements 207,774 128,899 (78,875)
Total Cash Basis Receipts $ 1,702,878 $ 1,622,848 $ (80,030)
Cash Disbursements -
Capital purchases $ 21,359 $ 87,375 $ 66,016
Salaries and wages -
Director $ 81,643 $ 81,643 $ -
Administrative personnel 152,164 152,164 -
$ 233,807 $ 233,807 $ -
Employee benefits -
Social Security $ 14,095 $ 14,530 $ 435
Medicare 3,296 3,500 204
Lifeinsurance 181 300 119
Medical insurance 30,232 31,104 872
Retirement contributions 23,737 24,000 263
Other fringe benefits - longevity pay 1,450 1,450 -
$ 72,991 $ 74,884 $ 1,893
Contracted services -
Address/mapping expenses $ 50,000 $ 50,000 $ -
Audit services 7,990 8,000 10
Contracts with government agencies 15,000 15,000 -
Contracts with private agencies 410 500 20
Fees paid to service providers 578,552 675,000 96,448
Janitorial services 4,541 5,000 459
Legal services 7,500 7,500 -
Maintenance agreements 39,616 50,000 10,384
Mapping/data base consultants 10,478 50,000 39,522
Pest control 220 500 280
Lease/rental-buildings and facilities 188 500 312
Maintenance and repairs - communications equipment 305 5,000 4,695
Maintenance and repairs - buildings and facilities 9,514 10,000 486
Maintenance and repairs - vehicles 767 4,000 3,233
Fuel - vehicles 1,825 2,500 675
Other contracted services 19,660 25,000 5,340
$ 746,566 $ 908,500 $ 161,934
Supplies and materials
Office supplies $ 4,977 $ 5,000 $ 23
Custodial supplies 472 1,200 728
Postal charges 987 1,000 13
Small equipment purchases 11,366 11,366 -
Uniforms and shirts 514 700 186
Utilities - electric 21,400 25,000 3,600
Utilities - gas 503 625 122
Utilities - water 775 825 50
Utilities - general telephone 5,097 33,634 28,537
Utilities - cell phones and pagers 4,108 6,000 1,892
$ 50,199 $ 85,350 $ 35,151




RUTHERFORD COUNTY EMERGENCY COMMUNICATIONSDISTRICT

Comparison of Actual Cash Receipts and Disbur sementsto Cash Budget (Unaudited), (continued)

Murfreesbor o, Tennessee

For the Year Ended June 30, 2014

Other charges -
Board meeting expenses
Dues and memberships
Insurance - workers compensation
Insurance - liability
Insurance - building and contents
Insurance - vehicles
Legal notices
Licenses and fees
Premiums on surety bonds
Public education
Service awards
Training expenses
Travel expenses
Internet charges
Other charges-special projects

Total Cash Basis Disbursements

&+ A

Disbursementsin Excess of Receipts $

Reconciliation of Cash Basisto Accrual Basis -
Depreciation expense
Loss on disposal of fixed assets
Capital purchases
Increase in current receivables
Decrease in accrued interest receivable
Increase in prepaid expenses
Increase in accounts payable
Decrease in compensated absences payable

Increase in net other postemployment benefits
Net Reconciliation Cash to Accrua $

CHANGE IN NET POSITION (ACCRUAL) $

Net position, July 1, 2013

NET POSITION, JUNE 30, 2014 $
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Actual Cash
Receipts and Cash (Over) Under
Disbursements Budget Budget
1,114 $ 1,500 $ 386
1,860 2,200 340
1,095 1,100 5
750 800 50
12,524 12,524 -
4,742 4,976 234
280 500 220
203 750 547
1,673 2,500 827
234 2,500 2,266
2,500 2,500 -
3,861 6,000 2,139
4,355 8,000 3,645
1,283 1,500 217
1,348,235 1,348,235 -
1,384,709 $ 1395585 $ 10,876
2,509,631 $ 2,785501 $ 275,870
(806,753) $ (1,162653) % (355,900)
(94,343)
(216)
21,359
170,363
(256)
35,562
81
2,726
(8,837)
126,439
(680,314)
6,215,489
5,535,175
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INDEPENDENT AUDITOR’SREPORT ON INTERNAL CONTROL
OVER FINANCIAL REPORTING AND ON COMPLIANCE AND OTHER MATTERS
BASED ON AN AUDIT OF FINANCIAL STATEMENTS PERFORMED
IN ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS

To the Board of Directors
Rutherford County Emergency Communications District
Murfreesboro, Tennessee

We have audited, in accordance with the auditing standards generally accepted in the United States of Americaand the
standards applicableto financial audits contained in Government Auditing Standardsissued by the Comptroller General
of the United States, thefinancial statements of Rutherford County Emergency Communications District, acomponent
unit of Rutherford County, Tennessee, as of and for the year ended June 30, 2014, and the related notes to the financial
statements, which collectively comprise Rutherford County Emergency Communications District’s basic financial
statements, and have issued our report thereon dated October 30, 2014.

Internal Control Over Financial Reporting

In planning and performing our audit of the financial statements, we considered Rutherford County Emergency
Communications District’ sinternal control over financial reporting (internal control) to determine the audit procedures
that are appropriate in the circumstancesfor the purpose of expressing our opinion on thefinancia statements, but not for
the purpose of expressing an opinion on the effectiveness of the District’s internal control. Accordingly, we do not
express an opinion on the effectiveness of Rutherford County Emergency Communications District’sinternal control.

A deficiency in internal control exists when the design or operation of a control does not allow management or
employees, in the normal course of performing their assigned functions, to prevent, or detect and correct misstatements
on atimely basis. A material weaknessis adeficiency, or acombination of deficiencies, in internal control, such that
thereisareasonable possibility that amaterial misstatement of the entity’ sfinancia statementswill not be prevented, or
detected and corrected on atimely basis. A significant deficiency is a deficiency, or acombination of deficiencies, in
internal control that is less severe than a material weakness, yet important enough to merit attention by those charged
with governance.

Our consideration of the internal control was for the limited purpose described in the first paragraph of this section and
was not designed to identify all deficiencies in internal control that might be material weaknesses or, significant
deficiencies. Given these limitations, during our audit we did not identify any deficienciesin internal control that we
consider to be material weaknesses. However, material weaknesses may exist that have not been identified.

Compliance and Other Matters

As part of obtaining reasonable assurance about whether Rutherford County Emergency Communications District’s
financial statementsarefreefrom material misstatement, we performed tests of its compliance with certain provisions of
laws, regulations, contracts, and grant agreements, noncompliance with which could have adirect 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. Theresultsof our testsdisclosed
no instances of noncompliance or other matters that are required to be reported under Government Auditing Sandards.
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Board of Directors
Murfreesboro, Tennessee

Purpose of this Report

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

¢ 1
Certified Public Accountants

Murfreesboro, Tennessee
October 30, 2014
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