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Stewart County E-911 Communications District
(A Component Unit of Stewart County, Tennessee)
Management’s Discussion and Analysis (Unaudited)
June 30, 2014

The following discussion and analysis of the Stewart County E-911 Communications District’s
(“The District™) financial performance provides an overview of the District’s financial activities
for the fiscal year ended June 30, 2014. Management encourages readers to consider the
information presented here in conjunction with the accompanying financial statements and notes
to the financial statements following this section.

The Stewart County E-911 Communications District is a proprietary component unit of Stewart
County, Tennessee. The District was authorized by Stewart County, Tennessee in 1990. The
District provides communication for emergency services to the appropriate public service agency.
The costs of these services are funded by monthly telephone subscriber service fees and state
grants.

FINANCIAL HIGHLIGHTS

e The District’s assets exceeded its liabilities by $798,657 (net position) for the year ended June
30, 2014. This compares to the previous year when assets exceeded liabilities by $809,377.

o Total net position was comprised of the following:
(1) Net investment in capital assets of $575,108, includes communications equipment,
net of accumulated depreciation.
(2) Unrestricted net position of $223,549 represents the portion available to maintain the
District’s continuing obligations to citizens and creditors.

o Total liabilities of the District decreased by $1,044, during the fiscal year, to $2,193.
OVERVIEW OF THE FINANCIAL STATEMENTS

Management’s Discussion and Analysis introduces the District’s basic financial statements. The
basic financial statements include: (1) fund financial statements, and (2) notes to the financial
statements. The District also includes in this report additional information to supplement the
basic financial statements.

Fund Financial Statements

A fund is established to account for a specific activity or purpose. Law mandates the creation of
some funds. Other funds are established by management to demonstrate financial compliance
with budget or legal requirements. The Stewart County E-911 Communications District is a
component unit of Stewart County and is accounted for as a proprietary fund.

Proprietary Funds

There are two types of proprietary funds. These are enterprise funds and internal service funds.
The District is accounted for as an enterprise fund. Enterprise funds are used to account for
operations that are financed and operated in a manner similar to private business enterprises.
Services are provided to customers external to the District.

Required Fund Financial Statements

The basic fund financial statements include the Statement of Revenues, Expenses and Changes in
Net Position — Proprietary Fund, the Statement of Net Position — Proprietary Fund, and the
Statement of Cash Flows — Proprietary Fund.




Stewart County E-911 Communications District
(A Component Unit of Stewart County, Tennessee)
Management’s Discussion and Analysis (Unaudited)
June 30, 2014

The Statement of Revenues, Expenses and Changes in Net Position — Proprietary Fund reports all
of the revenues and expenses received and incurred by the District during the fiscal year ended
June 30, 2014. The statement measures the success of the District’s operations over the fiscal
year and can be used to determine whether the District has successfully recovered all its costs
through surcharges, fees and grants.

The Statement of Net Position — Proprietary Fund includes all assets and liabilities of the District
as of the fiscal year ended June 30, 2014. Over time, increases and decreases in net position will
serves as a useful indicator of the District’s financial position.

The Statement of Cash Flows — Proprietary Fund reports the cash provided and used by operating
activities as well as cash sources and payments resulting from investing and financing activities.
Consequently, only transactions that affect the District’s cash accounts are recorded in this
statement. A reconciliation is provided at the bottom of the Statement of Cash Flows to assist in
the understanding of the difference between cash flows from operating activities and operating
income as reported on the Statement of Revenues, Expenses and Changes in Net Position —
Proprietary Fund.

Notes to the Financial Statements

The notes to the financial statements provide information essential to a full understanding of the
fund financial statements. The notes to the financial statements begin immediately following the
basic financial statements.

Other Information
In addition to the basic financial statements and accompanying notes, this report also presents
certain information required by the Tennessee Emergency Communications Board such as budget
versus actual comparisons. This required supplementary information follows the notes to the
financial statements.

FINANCIAL ANALYSIS OF THE DISTRICT

As year-to-year financial information is accumulated on a consistent basis, changes in net
position may be observed and used to discuss the changing financial position of the District. The
District’s net position at June 30, 2014 was $798,657. This is a $10,720 decrease from last year’s
net position of $809,377. A portion of the District’s net position (72 percent) reflects its
investment in capital assets, such as office and communication equipment and the new visitor
center facility. The District uses these capital assets to provide services to citizens; consequently
these assets are not available for future spending. The remaining portion of net position, (28
percent) is available for future spending. The following table provides a summary of the
District’s net position at June 30, 2014:
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(A Component Unit of Stewart County, Tennessee)
Management’s Discussion and Analysis (Unaudited)

June 30, 2014

FINANCIAL ANALYSIS OF THE DISTRICT (Continued)

2013

$ 222,585

590,029

812,614

3,237

3,237

2014

Current and other assets $ 225,742
Capital assets 575,108

Total assets 800,850
Short-term liabilities 2,193

Total liabilities 2,193
Net position:
Invested in capital assets 575,108
Unrestricted 223,549

Total net position $ 798,657

590,029
219,348

The District reported positive balances in net position for both years. Total assets decreased
$11,764 while total liabilities decreased $1,044. As a result, total net position decreased $10,720

$ 809,377

The District’s overall financial position declined during the fiscal year 2014.

Business-type Activities

The District’s activities decreased net position by $10,720. The costs of the District’s activities
this year were $281,447. The amount paid by users of the operations was $217,005. The
additional revenue sources include interest of $885 and state grants of $53,722. Comparative

data is accumulated and presented in the following table to assist analysis.
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Business-type Activities (Continued)

Operating Revenues:
Emergency telephone charges
TECB shared wireless and
operational funding
Other
Total Operating Revenues

Operating Expenses
Operating Income (LosS)
Non-Operating Income:
Interest income
TECB grants

Total Non-Operating Income

Change in Net Position
Beginning Net Position

Ending Net Position

BUDGETARY HIGHLIGHTS

The budgeted expenditures for fiscal year 2014 were $266,893. This was a decrease of $5,334
from the previous year’s budgeted expenditures. This budgeted expenditures change was due,
primarily, to a decrease in the budgeted expenditure for licenses and fees.

2014 2013
$ 58,535 $ 63,056
158,470 156,645

0 44,293

217,005 263,994
281,447 272,227
( 64,442) (8,233)
885 2,328
52,837 29,850
53,722 32,178

( 10,720) 23,945
809,377 785,432
$ 798,657 $ 809,377

CAPITAL ASSET AND DEBT ADMINISTRATION

Capital Assets

The District’s investment in capital assets, net of accumulated depreciation, as of June 30, 2014
was $575,108, a decrease of 2.5 percent from the prior year. This decrease was caused by the
periodic depreciation of the District’s capital assets.
capital assets can be found in note 4 in the notes to the financial statements included in the basic

financial statements.

Long-term Debt

Additional information on the District’s

The District had no long-term or short-term debt during the current or prior year.

ECONOMIC FACTORS AND NEXT YEAR’S BUDGET



Stewart County E-911 Communications District
(A Component Unit of Stewart County, Tennessee)
Management’s Discussion and Analysis (Unaudited)
June 30, 2014

The District’s revenue is dependent upon the number of subscribers to telephone service. In
recent years subscribers have continued to shift away from land lines to cellular telephone use.
Economic factors do not appear to have a substantial impact on overall subscriber numbers, but
this shift has negatively impacted overall District revenue. Beginning in 2015, the State of
Tennessee adopted a revision to the tax rate structure which should address this shift in
demographics.

These factors were taken into consideration in preparing the budget for the next fiscal year ended
June 30, 2015. New equipment purchases are expected to revert to prior levels only increasing
slightly as technology improves. Cash reserves were used to make the substantial capital asset
purchases over the past couple of years, significantly reducing the interest bearing certificates of
deposit held by the District. The District expects to receive a substantial portion of the capital
asset costs to be reimbursed by a grant from the State once the equipment is placed in service.

REQUESTS FOR INFORMATION

This financial report is designed to provide a general overview of the District’s finances, comply
with finance-related laws and regulations, and demonstrate the District’s commitment to public
accountability. If you have questions about this report or would like to request additional
information, contact the District’s Board of Directors, at P.O. Box 751, Dover, Tennessee 37058.
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INDEPENDENT AUDITOR’S REPORT

Stewart County E-911 Committee

Stewart County E-911 Communications District
625 Donelson Parkway

Dover, Tennessee 37058

Report on the Financial Statements

We have audited the accompanying financial statements of the Stewart County E-911
Communications District (the District), a component unit of Stewart County, Tennessee, as of and
for the year ended June 30, 2014, and the related notes to the 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, standards applicable to financial audits contained in Governmental Auditing
Standards, issued by the Comptroller General of the United States, and requirements prescribed
by the Comptroller of the Treasury, State of Tennessee, as detailed in the Audit Manual. Those
standards require that we plan and perform the audit to obtain reasonable assurance about whether
the financial statements are free from 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 on 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 financial position of the District as of June 30, 2014, and the 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.

Other Matters
Required Supplementary Information

Accounting principles generally accepted in the United States of America require that the
management’s discussion and analysis on pages 2 - 6 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 inquiries of management about the methods of
preparing the information and comparing the information for consistency with management’s
responses to our inquiries, the basic financial statements, and other knowledge we obtained
during our audit of the basic financial statements. We do not express an opinion or provide any
assurance on the information because the limited procedures do not provide us with sufficient
evidence to express an opinion or provide any assurance.

Other Information

Our audit was conducted for the purpose of forming opinions on the financial statements that
collectively comprise the District’s basic financial statements. The roster of committee members
(page 1) and budgetary comparison schedule (pages 21 - 22) are presented for purposes of
additional analysis and are not a required part of the basic financial statements.

The budgetary comparison schedule is the responsibility of management and was derived from
and relates directly to the underlying accounting and other records used to prepare the basic
financial statements. Such information has been subjected to the auditing procedures applied in
the audit of the basic financial statements and certain additional procedures, including comparing
and reconciling such information directly to the underlying accounting and other records used to
prepare the basic financial statements or to the basic financial statements themselves, and other
additional procedures in accordance with auditing standards generally accepted in the United
States of America. In our opinion, the budgetary comparison schedule is fairly stated in all
material respects in relation to the basic financial statements as a whole.

The roster of committee members has 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 it.

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated
November 21, 2014, on our consideration of the 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,
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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 the District’s internal control over financial reporting and compliance.

Thssrman Camplell Groug, PLC

Clarksville, TN
November 21, 2014



Stewart County E-911 Communications District
(A Component Unit of Stewart County, Tennessee)
Statement of Net Position
June 30, 2014

ASSETS
Current assets:
Cash and cash equivalents
Accounts receivable
Prepaid Expense

Total current assets

Noncurrent assets:
Capital assets not being depreciated
Depreciable capital assets, net

Total noncurrent assets
Total assets

LIABILITIES
Current liabilities:
Accounts payable
Other current liabilities

Total current liabilities
NET POSITION

Investment in capital assets
Unrestricted

Total net position

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

209,449
10,085
6,208

225,742

208,870

366,238

575,108

800,850

668
1,525

2,193

575,108
223,549

798,657
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Stewart County E-911 Communications District
(A Component Unit of Stewart County, Tennessee)
Statement of Revenues, Expenses and Changes in Net Position
For the Year Ended June 30, 2014

OPERATING REVENUES
Emergency telephone service charge
Tennessee Emergency Communications Board - shared wireless charge
Tennessee Emergency Communications Board - operational funding

Total operating revenues

OPERATING EXPENSES

Salaries and Wages:
Administrative personnel
Part-time personnel

Employee Benefits:
Social Security
Medicare
Unemployment compensation

Contracted Services:
Audit services
Accounting services
Administrative fee-service charges
Contracts with government agencies - dispatchers interfund services
Data processing
Janitorial services
Maintenance agreements
Lease/rental - commumications equipment
Lease/rental - buildings and facilities
Maintenance and repairs - communications equipment
Maintenance and repairs - buildings and facilities
Maintenance and repairs - vehicles
Fuel - vehicles
Other Contracted Services

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

58,535
34,288

124,182

217,005

42,000
10,740

3,270
765
306

5,500
3,875
1,696
75,000
68

780
41,072
25,813
4,200
309
450
736
941

46
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Stewart County E-911 Communications District
(A Component Unit of Stewart County, Tennessee)
Statement of Revenues, Expenses and Changes in Net Position (Continued)

Supplies and Materials:
Office supplies
Custodial supplies
Utilities - electric
Utilities - general telephone

For the Year Ended June 30, 2014

Utilities - cell phones and pagers

Other supplies and materials
Other Charges
Bank charges
Dues & memberships
Insurance - workers compensati
Insurance - liability
Premiums on surety bonds
Other charges
Depreciation

Total operating expenses

Operating income (loss)

on

NON-OPERATING REVENUE (EXPENSE)

Interest income

Tennessee Communications Board - grants and reimbursements

Total non-operating revenue (expense)

Change in net position
Net position - beginning of the year

Net position - end of the year

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

42

69
1,940
4,387
892
2,580

106
280
1,326
3,769
214
346
47,929

281,447

_ (64442)

885
52,837

53,722

(10,720)

809,377

798,657
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Stewart County E-911 Communications District
(A Component Unit of Stewart County, Tennessee)
Statement of Cash Flows
For the Year Ended June 30, 2014

CASH FLOWS FROM OPERATING ACTIVITIES

Cash received from surcharges and other revenues $ 215,448
Cash payments to suppliers for goods and services (107,908)
Cash payments for payroll, taxes and related benefits (55,907)
Cash payments for inter-fund services - contract labor and contract labor benefits (75,000)
Net cash provided (used) by operating activities (23,367)
CASH FLOWS FROM NONCAPITAL FINANCING ACTIVITIES
Grants/reimbursements from TECB 52,837
Net cash provided by noncapital financing activities 52,837
CASH FLOWS FROM CAPITAL AND RELATED FINANCING ACTIVITES
Purchase of capital assets (33,008)
Net cash (used) by capital and related financing activities (33,008)
CASH FLOWS FROM INVESTING ACTIVITIES
Interest income received 885
Net cash provided by investing activities 885
Net increase (decrease) in cash and cash equivalents (2,653)
Cash and cash equivalents at beginning of year 212,102
Cash and cash equivalents at end of year $ 209,449

RECONCILIATION OF NET OPERATING INCOME (LOSS) TO NET CASH
PROVIDED (USED) BY OPERATING ACTIVITIES
Operating income (loss) $ (64,442)

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

Depreciation 47,929
(Increase) decrease in accounts receivable 138
(Increase) decrease in prepaid expense (5,948)
Increase (decrease) in accounts payable (2,218)
Increase (decrease) in accrued liabilities 1,174
Net cash provided (used) by operating activities $ (23,367)

The accompanying notes are an integral part of these financial statements.
13



Stewart County E-911 Communications District
(A Component Unit of Stewart County, Tennessee)
Notes to the Financial Statements
For the Year Ended June 30, 2014

1. REPORTING ENTITY

These are proprietary component unit financial statements of Stewart County E-911
Communications District, a component unit of Stewart County, Tennessee. The nine member
governing board is appointed by the Stewart County’s Board of Commissioners. The District’s
budget is presented to the County Commissioners. Stewart County Commissioners must approve
the issuance of any long-term debt.

TCA (Tennessee Code Annotated) 7-86-151 states, “The legislative body of any municipality or
county is authorized by ordinance or resolution, respectively, to establish, operate and maintain
an emergency communications system providing 911 service within its boundaries when funded
by general revenues.”

The Stewart County E-911 Communications District was created by the legislative body of
Stewart County, after a referendum authorizing the district was approved by a majority of the
eligible voters within the area of the proposed district in 1990. TCA 7-86-106 states “The
emergency communications district so created shall be a “municipality” or public corporation in
perpetuity under its corporate name...”

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
a. Measurement Focus and Basis of Accounting

The fund financial statements are reported using the economic resources measurement focus
and the accrual basis of accounting. Revenues are recorded when earned and expenses are
recorded when a liability is incurred, regardless of the timing of related cash flows. Grants
and similar items are recognized as revenue as soon as all the eligibility requirements
imposed by the provider have been met. The District is treated as an enterprise fund. The
governing body intends that costs of providing goods and services to the general public on a
continuing basis be financed or recovered primarily through user charges.

b. Financial Statement Presentation

The Stewart County E-911 Communication District’s financial statements have been
prepared in conformity with generally accepted accounting principles as set forth in the
Pronouncements of the Governmental Accounting Standards Board (GASB).

c. Source of Funds

The Board of Directors of the District levy an emergency telephone service charge, in the
amount of $1 per month for residential classification users and $2.50 per month for business
classification users, to fund the 911 emergency telephone services. These funds are collected
by the service supplier and remitted to the district each month.

In December 1999, the State of Tennessee began collecting and distributing the District’s
share of charges collected for all wireless telephones. Currently, the State collects $1.00 per
subscriber, per month, less a vendor compensation fee of $.03. Twenty five percent (25%) of
amounts collected by the State are redistributed to local emergency districts according to

14



Stewart County E-911 Communications District
(A Component Unit of Stewart County, Tennessee)
Notes to the Financial Statements (Continued)
For the Year Ended June 30, 2014

Census population numbers. The State distributes these funds to the District on a bi-monthly
basis.

Cash and Cash Equivalents

Cash and cash equivalents include cash on hand, checking accounts, money fund accounts,
certificates of deposit, and credit union accounts. For purposes of the statement of cash
flows, the District considers all highly liquid investments available for current use with an
initial maturity of three months or less to be cash equivalents.

Fund Financial Statements

Fund financial statements are designed to present financial information at a detailed level.
The focus of fund financial statements is on major funds. The District consists of only one
fund, the enterprise fund, which is a proprietary fund type.

Proprietary fund reporting focuses on changes in net position, financial position and cash
flows. Operating income reported in proprietary fund financial statements includes revenues
and expenses related to the continuing operations of the fund. Other revenue and expenses
are classified as non-operating in the financial statements.

Accounts Receivable

Accounts receivable consist of user charges due from service suppliers and wireless charges
due from the State. Based on historical experience, an allowance for uncollectible accounts
has not been provided. Any user charges that are subsequently determined to be uncollectible
are recorded as a reduction in revenue at that time. In management’s opinion, such reporting
does not materially affect the fund financial statements.

Property, plant and equipment - Property, plant and equipment are carried at cost. Assets
with an initial unit of property cost exceeding $500 are capitalized. Depreciation is computed
using the straight-line method over the estimated useful life of the asset:

Office Furniture and Fixtures 10 years
Equipment 10 years
Vehicles 5 years
Buildings and Improvements 40 years

Leasehold Improvements (lesser of the lease term or life of the asset)
When assets are retired or otherwise disposed of, the cost and the related accumulated

depreciation are removed from the accounts, and any resulting gain or loss is recognized in
income for the period. Significant renewals and betterments are capitalized.
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Stewart County E-911 Communications District
(A Component Unit of Stewart County, Tennessee)
Notes to the Financial Statements (Continued)
For the Year Ended June 30, 2014

h. Accounting Estimates

The preparation of financial statements in conformity with accounting principles generally
accepted in the United States requires management to make estimates and assumptions that
affect certain reported amounts and disclosures. Accordingly, actual results could differ from
those estimates.

i. New Pronouncements

Effective for the year ending June 30, 2014, the District adopted the provisions of
Governmental Accounting Standards Board (GASB), Statement No. 65, Items Previously
Reported as Assets and Liabilities. This Statement establishes accounting and financial
reporting standards that reclassify, as deferred outflows of resources or deferred inflows of
resources, certain items that were previously reported as assets and liabilities and recognizes,
as outflows of resources (expenses or expenditures) or inflows of resources (revenues),
certain items that were previously reported as asses and liabilities. The adoption of GASB
Statement No. 65 required debt issuance costs that were previously reported as assets to be
shown as an expense. The adoption of this statement did not materially effect the District’s
financial statements or disclosures in the current period.

J.  Advertising Costs
Advertising costs are expensed as incurred
3. CONTRACTS, AGREEMENTS AND LEASES

a. The District contracted with AT&T to implement an Enhanced 911 Emergency System in
Stewart County, Tennessee. The billing of the District began when E-911 was operational in
January 1993. AT&T’s monthly charge for equipment rental and maintenance is
approximately $2,250. This operating lease is on a month-to-month basis.

b. The District contracted with the Stewart County Mayor’s office to maintain the E-911
database and employee dispatchers. The contract is on a month-to-month basis and covers
the County’s cost for the employee’s wages and related benefits. The District is billed
quarterly for these expenses. Since this is a cost reimbursement, the District does not record
any liability for compensated absences. Accordingly, the District has classified these
expenses as “Contracts with government agencies — dispatchers interfund services.”

c. The District contracted with Greer Communications to maintain and service an enhanced 911
Emergency System in Stewart County, Tennessee. The billing of the District is annually and

began July 2010. Greer Communications’ current annual charge for equipment maintenance
and service is $38,016. This maintenance contract is on an annual basis.

4. CAPITAL ASSETS

Capital assets consist of the following:

16



Stewart County E-911 Communications District
(A Component Unit of Stewart County, Tennessee)
Notes to the Financial Statements (Continued)
For the Year Ended June 30, 2014

Balance Balance
June 30, 2013 Additions Disposals June 30, 2014
Business-type activities:
Capital assets not being depreciated:
Land $ 25000 $ - 9 - $ 25000
Equipment 183,870 - - 183,870
Total capital assets not being depreciated 208,870 - - 208,870
Capital assets being depreciated:
Equipment 518,395 33,008 - 551,403
Furniture and fixtures 15,926 - - 15,926
Buildings 117,687 - - 117,687
Vehicles 9,550 - - 9,550
Total capital assets being depreciated 661,558 33,008 - 694,566
Less accumulated depreciation
Equipment 247,282 36,866 - 284,148
Furniture and fixtures 6,922 1,779 - 8,701
Buildings 20,624 7,374 - 27,998
Vehicles 5571 1,910 - 7,481
Total Accumulated Depreciation 280,399 47,929 - 328,328
Capital Assets, net $ 590029 $ (14921) $ - $ 575108

Depreciation expense was $47,929 for the year ended June 30, 2014.

Capital assets not being depreciated include a new dispatch system that was installed by the District
during the fiscal year ended June 30, 2013. The cost of this system was $183,870. The system has not
been placed in service, pending approval of its use by the State of Tennessee. Once approved, this system
is intended to replace current equipment leased by the District from AT&T (see Note 3).

5. RISK MANAGEMENT

The District is exposed to various risks of loss related to torts, theft or damage to and destruction of
assets, errors and omissions, injuries to employees; and natural disasters. The District has elected to
obtain various insurance policies to transfer these risks to commercial insurance companies. Insurance
settlements have not been in excess of insurance coverage in any of the prior three years.

6. PERFORMANCE BONDS

The chairman and treasurer of the District are bonded in the amount of $50,000 each as required by the
State.
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Stewart County E-911 Communications District
(A Component Unit of Stewart County, Tennessee)
Notes to the Financial Statements (Continued)
For the Year Ended June 30, 2014

7. BUDGET

The District prepares a budget in accordance with TCA 7-86-120. This budget is submitted to the Stewart
County Executive and the County Commissioners for approval. The legal level of budgetary control,
(which is the level at which management loses the ability to reapply budgeted resources from one use to
another without special approval), is the line-item level.

8. DEPOSITS WITH FINANCIAL INSTITUTIONS AND INVESTMENTS

The District does not have an official deposit or investment policy. Although there is no formal deposit
or investment policy, the District, in order to provide a safe temporary medium for investment of the
District’s idle funds, invests those idle funds under the provisions of Tennessee Code Annotated 5-8-301.
Under TCA 5-8-301, the District is authorized to invest in:

a. Bonds, notes or treasury bills of the U.S. Government or other obligations guaranteed as to
principal and interest by the United States or any of its agencies;

b. Certificates of deposit and other evidence of deposit at Tennessee state or federally chartered
banks and savings and loan associations;

c. Obligations of the United States or its agencies under a repurchase agreement for a shorter
time than the maturity date of the security itself if the market value of the security itself is
more than the amount of the funds invested;

d. The Local Government Investment Pool of the State of Tennessee;

e. The bonds of the State of Tennessee, including any revenue bond issued by any agency of the
State of Tennessee;

f. Certain nonconvertible debt securities of the federal government.

During the fiscal year, the district maintained funds in checking, money market and certificate of deposit
accounts with local financial institutions. Custodial credit risk is defined as the risk that a government
will not be able to recover its deposits, investments or collateral from a financial institution in the event of
failure by the financial institution. The District does not have a policy addressing custodial credit risk;
however, the District holds its idle funds in financial institutions who are covered by FDIC insurance and
are members of the State of Tennessee collateral pool. As of June 30, 2014, the carrying amount of the
District’s deposits was $209,449 and the bank balance of $207,990 was fully insured by FDIC insurance
coverage.

9. RELATED PARTY TRANSACTION
The District contracted with the Stewart County Mayor’s office to maintain the E-911 database. The
contract is on a month-to-month basis and covers the County’s cost for the employee’s wages and related

benefits. The District is billed quarterly for these expenses. During the year ended June 30, 2014, the
District paid Stewart County $75,000 for these services.

10. ECONOMIC DEPENDENCY
The District is dependent on continued funding from the State of Tennessee to carry out its programs. For

the fiscal year end June 30, 2014, the District received $211,307 or 78% of its total revenues from the
State of Tennessee State Emergency Communications Board.
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Stewart County E-911 Communications District
(A Component Unit of Stewart County, Tennessee)
Notes to the Financial Statements (Continued)
For the Year Ended June 30, 2014

11. STEWARDSHIP, COMPLIANCE, AND ACCOUNTABILITY

The general fund incurred expenditures in excess of appropriations in the amount of $14,554 (net) during
the year ended June 30, 2014. A significant portion of this excess ($27,603) was due to the use of an
inappropriate amount of depreciation expense in the final budget. Actual (monetary) spending, in total,
did not exceed budgetary amounts for the current fiscal year. The following categories had spending in
excess of budgeted amounts during 2014:

Excess Expenditures

Item Over Budgeted Amounts
Social Security $ 130
Medicare 28
Unemployment compensation 6
Dataprocessing 68
Maintenance and repairs - communications equipment 309
Fuel - vehicles 141
Other contracted services 46
Utilities - general telephone 927
Insurance - workers compensation 75
Other charges 147
Depreciation 27,603

Totals $ 29,480

12. REPORT PRESENTATION

This report presentation follows the prescribed format of the Tennessee Emergency Communications
Board.
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Stewart County E-911 Communications District
(A Component Unit of Stewart County, Tennessee)
Budgetary Comparison Schedule
For the Year Ended June 30, 2014

Variance
Original Favorable
Budget Final Budget Actual (Unfavorable)
OPERATING REVENUES
Emergency telephone service charge $ 61975 $§ 60975 $§ 58535 $§  (2,440)
Tennessee Emergency Communications Board - shared
wireless charge 31,235 33,735 34,288 553
Tennessee Emergency Communications Board - operational
funding 124,145 124,145 124,182 37
Total operating revenues 217,355 218,855 217,005 (1,850)
OPERATING EXPENSES
Salaries and Wages:
Administrative personnel 42,000 42,000 42,000 -
Part-time personnel 10,800 10,800 10,740 60
Employee Benefits:
Social Security 3,274 3,140 3,210 (130)
Medicare 766 737 765 (28)
Unemployment compensation 600 300 306 (6)
Contracted Services:
Advertising 350 - -
Audit services 5,500 5,500 5,500 -
Accounting services 3,975 3,975 3,875 100
Administrative fee-service charges 2,900 1,700 1,696 4
Contracts with government agencies - dispatchers
interfund services 75,000 75,000 75,000 -
Data processing - - 68 (68)
Fees paid to service providers 530 - - -
Janitorial services - 900 780 120
Maintenance agreements 45,000 42,800 41,072 1,728
Lease/rental - commumications equipment 13,520 34,520 25,813 8,707
Lease/rental - buildings and facilities 4,200 4,200 4,200 -
Maintenance and repairs - communications equipment 1,800 - 309 (309)
Maintenance and repairs - buildings and facilities 2,400 900 450 450
Maintenance and repairs - office equipment 1,000 - - -
Maintenance and repairs - vehicles 4500 1,600 736 864
Fuel - vehicles 1,500 800 941 (141)
Other Contracted Services - - 46 (46)

The accompanying notes are an integral part of these financial statements.
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Stewart County E-911 Communications District

(A Component Unit of Stewart County, Tennessee)

Budgetary Comparison Schedule (Continued)

For the Year Ended June 30, 2014

Variance
Original Favorable
Budget Final Budget Actual (Unfavorable)
Supplies and Materials:
Office supplies 1,800 200 42 158
Custodial supplies 600 100 69 31
Data processing supplies 750 200 200
Postage 75 - -
Small equipment purchases 500 100 - 100
Utilities - electric 1,200 2,000 1,940 60
Utilities - general telephone 3,460 3,460 4,387 (927)
Utilities - cell phones and pagers 1,000 1,000 892 108
Other supplies and materials 2,600 4,450 2,580 1,870
Bank charges 230 130 106 24
Board meeting expenses 150 150 - 150
Dues & memberships 285 285 280 5
Insurance - workers compensation 1,251 1,251 1,326 (75)
Insurance - liability 3,846 3,846 3,769 77
Premiums on surety honds 324 324 214 110
Other charges 200 200 346 (146)
Depreciation 104,000 20,325 47929 (27,604)
Total operating expenses 341,386 266,893 281,447 (14,554)
Operating income (loss) (124,531) (48,038) (64,442) (16,404)
NON-OPERATING REVENUE (EXPENSE)
Interest income 2,000 700 885 185
Tennessee Communications Board - grants and
reimbursements 342,602 52,802 52,837 35
Total non operating revenue (expense) 344,602 53,502 53,722 220
CHANGE IN NET POSITION 220,071 5,464 (10,720) (16,184)
NET POSITION - BEGINNING OF YEAR 809,377 809,377 809,377
NET POSITION - END OF YEAR $ 1020448 $§ 814841 $§ 798657 $§  (16,184)

The accompanying notes are an integral part of these financial statements.
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THURMAN CAMPBELL GROUP, PLC e ribic Acountans
CERTIFIED PUBLIC ACCOUNTANTS

Tennessee Society of
Certified Public Accountants

Kentucky Society of
Certified Public Accountants

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

Stewart County E-911 Committee

Stewart County E-911 Communications District
625 Donelson Parkway

Dover, Tennessee 37058

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 the
Stewart County E-911 Communications District (the District), as of and for the year ended June 30,
2014, and the related notes to the financial statements, which collectively comprise the District’s
basic financial statements, and have issued our report thereon dated November 21, 2014.

Internal Control Over Financial Reporting

In planning and performing our audit of the financial statements, we considered the 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 opinions 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 the 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 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
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As part of obtaining reasonable assurance about whether the 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 instances of noncompliance or other
matters that are required to be reported under Government Auditing Standards, and which are
described as follows:

Finding: Tennessee Code annotated, Section 7-86-120, states that no emergency
communications district may spend money except in accordance with an adopted budget.
During 2014, as detailed in the budgetary comparison schedule, the District’s expenditures
in several categories exceeded its adopted budget.

Response: The District agrees with this finding. In total, actual monetary expenditures did
not exceed budgeted amounts. The budgeted depreciation amount was inaccurate. The
overall budget should have been amended to more accurately reflect amounts expended,
prior to year end and the depreciation amount should have been more accurately projected.
In the future, the District will be more diligent in adopting revised budgetary amounts.

Stewart County E-911 Communications District’s Response to Findings

The District’s response to our findings is described above. The District’s response was not
subjected to the auditing procedures applied in the audit of the financial statements and,
accordingly, we express no opinion on it.

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 considering the entity’s internal control and
compliance. Accordingly, this communication is not suitable for any other purpose.

Thurmn Camplell Groug, PLC

Clarksville, TN
November 21, 2014
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