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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 the related notes to the 
financial statements, which collectively comprise Rutherford County Emergency Communications District’s basic 
financial statements as listed 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; this includes the design, implementation, and 
maintenance of internal control relevant to the preparation and fair presentation of financial statements that are free from 
material misstatement, whether due to fraud or error. 
 
Auditor’s Responsibility 
 
Our responsibility is to express an opinion on these financial statements based on our audit. We conducted our audit in 
accordance with auditing standards generally accepted in the United States of America and the standards applicable to 
financial audits contained in Government Auditing Standards, issued by the Comptroller General of the United States. 
Those standards require that we plan and perform the audit to obtain reasonable assurance about whether the financial 
statements are free of material misstatement.  
 
An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the financial 
statements. The procedures selected depend on the auditor’s judgment, 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 
considers internal control relevant to the entity’s preparation and fair presentation of the financial statements in order to 
design audit procedures that are appropriate in 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.  
 
We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for 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 changes in 
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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RUTHERFORD COUNTY EMERGENCY COMMUNICATIONS DISTRICT

Murfreesboro, Tennessee

Statement of Net Position

June 30, 2014

ASSETS

Current Assets -
Cash $ 1,833,904   
Certificates of deposit 2,850,012   
Accounts receivable - fees 37,180        
Due from Tennessee Emergency Communications Board 113,833      
Accounts receivable - other 170,000      
Accrued interest receivable 1,149          
Prepaid expenses 61,270        

TOTAL CURRENT ASSETS $ 5,067,348   

Noncurrent Assets -
Capital Assets -

Building and improvements $ 1,200,456   
Furniture and fixtures 45,757        
Office equipment 30,077        
Communications equipment 1,196,768   
Vehicles 63,112        
Other capital assets 416,947      

$ 2,953,117   
Less:  accumulated depreciation 1,455,748   

$ 1,497,369   
Land 17,500        

$ 1,514,869   
TOTAL ASSETS $ 6,582,217   

LIABILITIES

Current Liabilities -
Accounts payable $ 134,991      
Compensated absences payable 25,758        
Unearned revenue 832,083      

TOTAL CURRENT LIABILITIES $ 992,832      

Long-term Liabilities -
Net other postemployment benefits obligation 54,210        

$ 1,047,042   

NET POSITION
Net Position -

Net investment in capital assets $ 1,381,014   
Unrestricted 4,154,161   

TOTAL NET POSITION $ 5,535,175   
TOTAL LIABILITIES AND NET POSITION $ 6,582,217   

See notes to financial statements.
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RUTHERFORD COUNTY EMERGENCY COMMUNICATIONS DISTRICT

Murfreesboro, Tennessee

Statement of Revenues, Expenses and Changes in Fund Net Position

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         

$ 1,475,426     
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             
Life insurance 180                
Medical insurance 30,232           
Retirement contributions 23,737           
Other postemployment benefit expense 8,837             
Other fringe benefits - longevity pay 1,450             

$ 81,827          
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           
Mapping/data base consultants 10,478           
Pest control 220                
Lease/rental - buildings and facilities 188                
Maintenance and repairs - communications equipment 305                
Maintenance and repairs - buildings and facilities 9,514             
Maintenance and repairs - vehicles 767                
Fuel - vehicles 1,825             
Other contracted services 19,660           

$ 725,282        
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 - cell phones and pagers 4,108             

$ 50,219          
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RUTHERFORD COUNTY EMERGENCY COMMUNICATIONS DISTRICT

Murfreesboro, Tennessee

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

For the Year Ended June 30, 2014

Other Charges -
Board meeting expenses $ 1,114             
Dues and memberships 1,860             
Insurance - workers' compensation 1,051             
Insurance - liability 750                
Insurance - buildings and contents 12,136           
Insurance - vehicles 4,587             
Legal notices 280                
Licenses and fees 203                
Premiums on surety bonds 1,673             
Public education 234                
Service awards 2,500             
Training expenses 3,861             
Travel expenses  4,355             
Internet charges 1,283             
Other - special projects 1,348,235      

$ 1,384,122      

Depreciation expense $ 94,343           

TOTAL OPERATING EXPENSES $ 2,566,874      
OPERATING INCOME (LOSS) $ (1,091,448)     

Nonoperating Revenues (Expenses)  -
Interest income $ 33,576           
Tennessee Emergency Communications Board - grants and reimbursements 207,774         
Loss on disposal of property (216)               

CHANGE IN NET POSITION BEFORE SPECIAL ITEM $ 241,134         
Special Item-Revenues (Expenses)

Lawsuit settlement $ 170,000         
CHANGE IN NET POSITION $ (680,314)        

Net position, July 1, 2013  6,215,489      
NET POSITION,  JUNE 30, 2014 $ 5,535,175      

See notes to financial statements.
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RUTHERFORD COUNTY EMERGENCY COMMUNICATIONS DISTRICT

Murfreesboro, 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 (loss) $ (1,091,448)
Adjustments to reconcile operating income (loss) to net cash 
   provided by operating activities -

Depreciation 94,343
Changes in 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.
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RUTHERFORD COUNTY EMERGENCY COMMUNICATIONS DISTRICT 
 

Murfreesboro, Tennessee 
 

Notes to the Financial Statements 
 

June 30, 2014 
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NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 
General Information - On May 15, 1984, the Tennessee state legislature approved the "Tennessee Emergency 
Communications District Law" (Acts 1984, ch. 867) which enables a county, upon approval by voters, to create a district to 
provide local emergency telephone service.  Subsequently, on May 6, 1986, the voters of Rutherford County approved the 
establishment of a district for their county, the Rutherford County Emergency Communications District. 
 
As provided by the Act, the District operates as a governmental organization through the directives of a board of directors 
and provides enhanced 911 emergency telephone service for its service area.  The directors serve without 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 is a component unit of the primary government of Rutherford 
County, Tennessee. The District reports its financial information separately from Rutherford County; however, the County 
in its financial report also presents the District's financial information. 
 
Legally, 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 specifies that 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 are to 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 the legislative body of a county wherein a district is established. It also must have 
approval before making purchase contracts, lease agreements, and notes payable of over five years' duration.  In addition, 
the Rutherford County Commission has the ability to adjust the District’s service charges.  Because the District is both 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 its fiscal dependence on Rutherford County as described 
above, it is a component unit of Rutherford County. 
 
At June 30, 2014, there were no related 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, specifically 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 a pledge of the net revenues from fees and charges of the activity, 
or (ii) that are required by laws or regulations that the activity’s costs of providing services, including capital costs (such as 
depreciation or debt service), be recovered with fees and 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 COMMUNICATIONS DISTRICT 
 

Murfreesboro, Tennessee 
 

Notes to the Financial Statements (continued) 
 

June 30, 2014 
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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 a flow of economic resources measurement focus.  With this measurement 
focus, all assets and all liabilities associated with the operations are included 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 a vendor for communications equipment in the amount of $133,855. 
 
When both restricted and unrestricted resources are available for use, it is the 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 Law 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 presents a 
preliminary budget to the board of directors which is then discussed and amended as necessary for approval by the board.  
  
The budget for operations is 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 a resource for future expenses. 
 
Prepaid Expenses - The cost of prepaid insurance and any other applicable costs that 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 assets with 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.  Maintenance and repairs are 
charged to operations when incurred. Major renewals and betterments are capitalized. When items of property and 
equipment are sold or retired, the related costs and accumulated depreciation are removed from the accounts and any gain or 
loss is included as non-operating revenue or loss. 
 
The estimated useful lives are as follows: 
 
    Building and improvements 40 years 
    Furniture and fixtures  5 – 10 years 
    Office equipment   3 – 10 years 

Communications equipment 3 – 10 years 
Vehicles    5 years 
Other capital assets  5 – 10 years 
 
 
 
 
 
 



RUTHERFORD COUNTY EMERGENCY COMMUNICATIONS DISTRICT 
 

Murfreesboro, Tennessee 
 

Notes to the Financial Statements (continued) 
 

June 30, 2014 
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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 employees are granted vacation benefits in varying amounts to specified maximums 
depending on tenure with the District.  Excess days earned are transferred to sick leave days.  Sick leave accrues to full-
time, permanent employees at the rate of one day per month of service.  An employee is entitled 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 employee is eligible to receive vested benefits in the retirement 
plan, any sick leave that said employee has accrued will be credited for retirement service days.  Employees are 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.  Hours in 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 a liability at June 30, 2014 is $25,758. 
 
Estimates – The preparation of financial statements in conformity with generally accepted accounting principles requires 
management to make estimates and assumptions that 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 expenses that are related 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 Loan Bank notes and bonds, Federal National Mortgage Association notes and debentures, banks for 
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 chose to 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 accounts earn a variable rate 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) is a multiple 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 has the ability to make additional assessments on a pro rata basis 
to the members of the pool if the value of collateral is inadequate to cover a loss. 
 
 
  
 

 



RUTHERFORD COUNTY EMERGENCY COMMUNICATIONS DISTRICT 
 

Murfreesboro, Tennessee 
 

Notes to the Financial Statements (continued) 
 

June 30, 2014 
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NOTE B  -  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 & S Bank 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 are insured by the Federal Deposit Insurance Corporation or the Tennessee Bank Collateral Pool 
and are shown at fair value.  The District manages its exposure to decreasing interest rates by staggering the maturity dates 
of the certificates of deposit.   
 

NOTE C - ACCOUNTS RECEIVABLE 
The District receives its revenue from the telephone subscribers residing within Rutherford County.  As provided in the Act, 
telephone companies collect the 911 fees from the subscribers and remit the funds on a not longer than bi-monthly basis to 
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 
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June 30, 2014 
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NOTE D - 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 
 Communications 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 $ 2,442,718 $ 538,506 $ (28,107) $ 2,953,117 

Less accumulated depreciation -         

 
 
Building and improvements $ (339,973) $ (30,011)   $ (369,984) 

 Furniture and fixtures  (45,642)  (200) $ 218  (45,624) 
 Office equipment  (37,161)  (1,348)  9,401  (29,108) 
 Communications 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) $ 27,891 $ (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    $ (383,292) $      17,500 

Capital assets, net $ 1,454,214 $ 444,163 $ (383,508) $ 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 benefits obligation       $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 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.   
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NOTE F - RETIREMENT PLAN (continued) 
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 Rutherford County Emergency Communications District participate in the TCRS as individual entities 
and are liable for all costs associated with the operation and administration of their plan. Benefit improvements are not 
applicable to a political subdivision unless approved by the chief governing body.  The TCRS issues a publicly available 
financial report that includes financial statements and required supplementary information for the PSPP.  That report may be 
obtained by writing to Tennessee Treasury Department, Consolidated Retirement System, 15th Floor Andrew Jackson 
Building, and Nashville, TN 37243-0230 or can be accessed at http://www.tn.gov/treasury/tcrs/PS/.   
   

Funding Policy – 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 is required to contribute at an actuarially determined rate; the rate for the fiscal year 
ended June 30, 2014 was 10.09% of annual covered payroll.  The contribution requirement of plan members is 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’s annual 
pension cost of $23,737 to TCRS was equal to Rutherford County Emergency Communication District’s required 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 a year 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 attributable to the effects of inflation on salaries),  (d) projected 3.5 percent annual increase in the Social Security 
wage base, and (e) projected post retirement increases of 2.5 percent annually. The actuarial value of assets was determined 
using techniques that smooth the effect of short-term volatility in the market value of total investments over a ten-year 
period.  Rutherford County Emergency Communications 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, 2011 was 10 years.  An actuarial 
valuation was performed as of July 1, 2011, which established contribution rates effective July 1, 2012. 

 
Trend information is as follows: 

Fiscal Year Ending  
Annual Pension 

Cost (APC)  

Percentage of 
APC 

Contributed  

Net Pension 
Obligation 

(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 the ratio of the UAAL to the covered payroll was 37.98%  
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NOTE F - RETIREMENT PLAN (continued) 
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 AALs for benefits. 
 
The annual required contribution (ARC) was calculated using the aggregate actuarial cost method.  Since the aggregate 
actuarial cost method does not identify or separately amortize unfunded actuarial liabilities, information about funded status 
and funding progress has been prepared using the entry age actuarial cost method for that purpose, and this information is 
intended to serve as a surrogate for the funded status and funding progress of the plan. 
 
(Dollar amounts in thousands) 

Actuarial 
Valuation 

Date  

Actuarial 
Value of 

Plan 
Assets  

Actuarial 
Accrued 
Liability 
(AAL)-

Entry Age  

Unfunded  
AAL 

(UAAL) 

 

Funded 
Ratio 

 

Covered 
Payroll 

 
UAAL as a 
Percentage 
of Covered 

Payroll 
  (a)  (b)  (b) – (a)  (a/b)  (c) ((b-a)/c) 

           
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% 
            

NOTE G - 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; injuries to employees; and natural disasters.  The District purchases commercial insurance for claims and for all 
other risks of loss.  Settled claims have not exceeded this commercial coverage in any of the past three fiscal years. 
 

NOTE H - 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 periods in which the cost occurs, rather than in the future year when it will 
be paid.  The District recognizes the cost of post-employment benefits in 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 
District’s future cash flows.  Recognition of the liability accumulated from prior years will be phased in as a level 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 is included under Rutherford County’s 
postretirement health insurance plan. Rutherford County’s plan is an 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.  Claims liabilities of the plan are periodically computed using actuarial and statistical techniques to establish 
premium rates.  Rutherford County develops its own contribution policy in terms of subsidizing active employees or retired 
employees’ premiums.   
 
An employee who retires from Rutherford County becomes eligible for 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 service and 
active coverage for five continuous years, or (3) any age with 30 years of service and active coverage for five continuous 
years.   



RUTHERFORD COUNTY EMERGENCY COMMUNICATIONS DISTRICT 
 

Murfreesboro, Tennessee 
 

Notes to the Financial Statements (continued) 
 

June 30, 2014 
 

 

 
 -14-

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 least ten years of service prior to total disability termination plus the employee must have had active coverage 
for a continuous five year period and have filed and qualified for Medicare disability coverage.  If the retiree is eligible for 
health insurance coverage, the health coverage is also provided for the retiree’s spouse and/or dependent children.  In event 
of the retiree’s death, the eligible surviving spouse and dependent children may elect 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 actives that 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 retirees that 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 adequate 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, the following changes take effect: (1) employees with 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 contributions will be 50% of the adequate premium rate for themselves and their spouses, (2) employees with 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 contributions will 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 be limited 
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)    -0-     
 Annual OPEB cost     $   8,837 
 Amount of contribution            -0-     -0-      
                Increase in NPO  $   8,837     
 Net OPEB obligation, 7-1-13       45,373        -0-      
  Net OPEB obligation, 6-30-14    $ 54,210 
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NOTE H - POST-EMPLOYMENT BENEFITS (continued) 
The funding status and funding progress is as follows for District: 
        

Actuarial valuation date 
Actuarial accrued liability (AAL) 

    
$

1-1-12 
73,184 

Actuarial value of plan assets   $       -0- 
Unfunded actuarial accrued liability (UAAL) 
Actuarial value of assets as a % of the AAL 

  $
 

   73,184 
        0% 

Covered payroll (active members)   $  225,476 
UAAL as a % of covered payroll       32.46% 

 
Actuarial valuations involve estimates of the value of reported amounts and assumptions about the probability of events far 
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 financial statements, presents multiyear trend information about 
whether the actuarial value of plan assets is increasing or decreasing over time relative to the actuarial accrued liability for 
benefits. 
 
Actuarial Methods and Assumptions – The discount rate as of January 1, 2012, is 4.00%.  The discount rate is 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 is based on 
the expected return on the County’s general assets.   
 
The trend rate for pre-Medicare health claims is 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 is the projected unit credit cost method.  Under this 
method, the present value of projected benefits is estimated at each decrement age, taking into account the value of future 
increases in medical claims and the effect of medical contributions and Medicare reimbursement.  The total present value of 
projected benefits is 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 I - TRANSACTIONS WITH PRIMARY GOVERNMENT 
Amounts paid to Rutherford County included amounts paid for mapping services and maintenance agreements in the amounts 
of $50,000 and $15,000, respectively.  The District reimbursement for equipment totaled $1,348,235 during the year of which 
$1,220,235 was to Rutherford County for the purchase of a radio 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 a vendor 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 special 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 Modernization and IP Transition Act of 2014.  Management does not 
expect the remittance change to impact the District’s revenue materially. 
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The following is the Schedule of Funding Progress of the Retirement Plan for Rutherford County Emergency 
Communications District, 88550:

(Dollar amounts in thousands)
Actuarial

Actuarial Accrued UAAL as a
Actuarial Value of Liability Unfunded Percentage
Valuation Plan (AAL) - AAL Funded Covered of Covered

Date Assets Entry Age (UAAL) Ratio Payroll Payroll
(a) (b) (b) - (a) (a/b) (c) ((b-a)/c)

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%
July 1, 2007 $ 257   $ 267          $ 10            96.25% $ 185           5.41%

The Governmental Accounting Standards Board (GASB) requires the plan to prepare the Schedule of Funding Progress
using the entry age actuarial cost method.  The requirement to present the Schedule of Funding Progress using the entry
age actuarial cost method went into affect during the year of the 2007 actuarial valuation.

RUTHERFORD COUNTY EMERGENCY COMMUNICATIONS DISTRICT

Murfreesboro, Tennessee

Schedule of Funding Progress

For the Year Ended June 30, 2014
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Actuarial Actuarial UAAL as a
Actuarial Value of Accrued Unfunded Percentage
Valuation Plan Liability AAL Funded Covered of Covered

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

January 1, 2012 $ -    $ 73,184     $ 73,184     0.00% $ 225,476    32%
January 1, 2010 $ -    $ 67,855     $ 67,855     0.00% $ 214,014    32%
January 1, 2009 $ -    $ 63,830     $ 63,830     0.00% $ 200,790    32%
January 1, 2008 $ -    $ 75,534     $ 75,534     0.00% $ 201,458    37%

Note:  One additional year will be reported as data becomes available.

For the Year Ended June 30, 2014

RUTHERFORD COUNTY EMERGENCY COMMUNICATIONS DISTRICT

Murfreesboro, Tennessee

Post-Employment Benefits Schedule of Funding Progress
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RUTHERFORD COUNTY EMERGENCY COMMUNICATIONS DISTRICT

Murfreesboro, Tennessee

Comparison of Actual Cash Receipts and Disbursements to Cash Budget (Unaudited)

For the Year Ended June 30, 2014
 

Actual Cash
Receipts and Cash (Over) Under

Disbursements Budget Budget
Cash Receipts - 

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            
Life insurance 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             90              
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       

- 18 -



RUTHERFORD COUNTY EMERGENCY COMMUNICATIONS DISTRICT

Murfreesboro, Tennessee

Comparison of Actual Cash Receipts and Disbursements to Cash Budget (Unaudited), (continued)

For the Year Ended June 30, 2014
 

Actual Cash
Receipts and Cash (Over) Under

Disbursements Budget Budget
Other charges -

Board meeting expenses $ 1,114          $ 1,500          $ 386            
Dues and memberships 1,860          2,200          340            
Insurance - workers compensation 1,095          1,100          5                
Insurance - liability 750             800             50              
Insurance - building and contents 12,524        12,524        -                 
Insurance - vehicles 4,742          4,976          234            
Legal notices 280             500             220            
Licenses and fees 203             750             547            
Premiums on surety bonds 1,673          2,500          827            
Public education 234             2,500          2,266         
Service awards 2,500          2,500          -                 
Training expenses 3,861          6,000          2,139         
Travel expenses 4,355          8,000          3,645         
Internet charges 1,283          1,500          217            
Other charges-special projects 1,348,235   1,348,235   -                 

$ 1,384,709   $ 1,395,585   $ 10,876       
 Total Cash Basis Disbursements  $ 2,509,631   $ 2,785,501   $ 275,870     

Disbursements in Excess of  Receipts  $ (806,753)     $ (1,162,653) $ (355,900)    

Reconciliation of Cash Basis to Accrual Basis -
Depreciation expense $ (94,343)       
Loss on disposal of fixed assets (216)            
Capital purchases 21,359        
Increase in current receivables 170,363      
Decrease in accrued interest receivable (256)            
Increase in prepaid expenses 35,562        
Increase in accounts payable 81               
Decrease in compensated absences payable 2,726          
Increase in net other postemployment benefits (8,837)         

Net Reconciliation Cash to Accrual $ 126,439      
CHANGE IN NET POSITION (ACCRUAL) $ (680,314)     

Net position, July 1, 2013 6,215,489
NET POSITION, JUNE 30, 2014 $ 5,535,175
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INDEPENDENT AUDITOR’S REPORT ON INTERNAL CONTROL  
OVER FINANCIAL REPORTING AND ON COMPLIANCE AND OTHER MATTERS 

BASED ON AN AUDIT OF FINANCIAL STATEMENTS PERFORMED  
IN ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS 

 
 
 
 
To the Board of Directors 
Rutherford County Emergency Communications District 
Murfreesboro, Tennessee 
 
We have audited, in accordance with the auditing standards generally accepted in the United States of America and the 
standards applicable to financial audits contained in Government Auditing Standards issued by the Comptroller General 
of the United States, the financial statements of Rutherford County Emergency Communications District, a component 
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’s internal control over financial reporting (internal control) to determine the audit procedures 
that are appropriate in the circumstances for the purpose of expressing our opinion on the financial 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’s internal 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 a timely basis.  A material weakness is a deficiency, or a combination of deficiencies, in internal control, such that 
there is a reasonable possibility that a material misstatement of the entity’s financial statements will not be prevented, or 
detected and corrected on a timely basis.  A significant deficiency is a deficiency, or a combination of deficiencies, in 
internal control that is less severe than a material weakness, yet important enough to merit attention by those charged 
with governance.   
 
Our consideration of 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 deficiencies in internal control that we 
consider to be material weaknesses. However, material weaknesses may exist that have not been identified. 
 
Compliance and Other Matters 
 
As part of obtaining reasonable assurance about whether Rutherford County Emergency Communications District’s 
financial statements are free from material misstatement, we performed tests of its compliance with certain provisions of 
laws, regulations, contracts, and grant agreements, noncompliance with which could have a direct and material effect on 
the determination of financial statement amounts.  However, providing an opinion on compliance with those provisions 
was not an objective of our audit, and accordingly, we do not express such an opinion.  The results of our tests disclosed 
no instances of noncompliance or other matters that are required to be reported under Government Auditing Standards. 
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