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Independent Auditor’s Report 
 
 
Board of Directors 
Obion County Emergency Communications District 
Union City, Tennessee  
 
Report on the Financial Statements 
 
We have audited the accompanying financial statements of the Obion County Emergency Communications 
District, a component unit of Obion County, Tennessee, as of and for the year ended June 30, 2016, and 
the related notes to the financial statements, which collectively comprise the 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 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. 
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Opinion  
In our opinion, the financial statements referred to above present fairly, in all material respects, the 
financial position of Obion County Emergency Communications District as of June 30, 2016, 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 

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

Our audit was conducted for the purpose of forming an opinion on the financial statements that collectively 
comprise the District’s basic financial statements. The Schedule of Officials and Budgetary Comparison 
Schedule 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 Schedule of Officials 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 August 16, 2016, 
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, 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 Obion County Emergency 
Communications District’s internal control over financial reporting and compliance. 
 

Alexander Thompson Arnold PLLC 
 
Union City, Tennessee 
August 16, 2016 
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Assets
Current assets

Cash 647,533$    
Investments - certificates of deposit 535,419      
Prepaid expenses 25,769        

Total current assets 1,208,721   

Noncurrent assets
Capital assets

Land 68,355      
Office equipment and furniture 144,148    
Vehicles 39,876      
Communications and mapping equipment 600,183    
Building and improvements 582,597    

Total capital assets 1,435,159 
Accumulated depreciation (750,956)   

Net capital assets 684,203      
Total assets 1,892,924   

Liabilities
Current liabilities

Accounts payable 59               

Net position
Investment in capital assets 684,203    
Unrestricted 1,208,662 

Total net position 1,892,865$ 

STATEMENT OF NET POSITION
OBION COUNTY EMERGENCY COMMUNICATIONS DISTRICT

June 30, 2016
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Operating revenue
TECB distribution of 911 surcharges 536,064$    
TECB distribution of excess revenue 10,328        
Miscellaneous income 526             

Total operating revenue 546,918      

Operating expenses
Salaries and wages 239,380 
Employee benefits 38,745   
Contracted services 44,853   
Supplies and materials 142,176 
Other charges 28,643   
Depreciation and amortization 88,763   

Total operating expenses 582,560      

Operating income (loss) (35,642)       

Non-operating income (expense)
Interest income 3,663          

Income (loss) before capital contributions (31,979)       

Capital contributions
Capital contributions from TECB 184,060      

Increase in net position 152,081      

Net position - July 1, 2015 1,740,784   

Net position - June 30, 2016 1,892,865$ 

OBION COUNTY EMERGENCY COMMUNICATIONS DISTRICT
STATEMENT OF REVENUES, EXPENSES AND CHANGES IN NET POSITION

For the Year Ended June 30, 2016
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Cash flows from operating activities
Cash received from surcharges and other revenue 546,918$      
Cash payments to suppliers for goods and services (216,703)       
Cash payments for payroll, taxes, and related benefits (278,125)       

Net cash provided by operating activities 52,090          

Cash flows from capital and related financing activities
Purchase of capital assets (108,362)     
Capital contribution by TECB 184,060      

Net cash provided by capital and related financing activities 75,698          

Cash flows from investing activities
Purchase of investments (51,747)       
Interest earned on investments 3,663          

Net cash used by investing activities (48,084)         

Net increase in cash 79,704          

Cash - July 1, 2015 567,829        

Cash - June 30, 2016 647,533$      

Reconciliation of operating income to net cash provided by operating activities

Operating income (loss) (35,642)$       
Adjustments to reconcile operating income to net cash provided
 by operating activities

Depreciation 74,855        
Amortization 13,908        
Changes in operating assets and liabilities

Decrease in accounts payable (1,031)         
  Total adjustments 87,732          
  Net cash provided by operating activities 52,090$        

OBION COUNTY EMERGENCY COMMUNICATIONS DISTRICT
STATEMENT OF CASH FLOWS

For the Year Ended June 30, 2016
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NOTE 1 – SIGNIFICANT ACCOUNTING POLICIES 
 
A. Reporting Entity 
 

The Obion County Emergency Communications District was created on May 16, 1988, by the legislative 
body of Obion County, Tennessee, to be an emergency communications district as defined by 
Tennessee state law.  As such, it is considered to be a "municipality" or public corporation in perpetuity 
under its corporate name and shall be a body politic and corporate with power of perpetual succession, 
but without power to levy or collect taxes.  All Tennessee emergency communications districts are 
required to follow the uniform accounting system developed by the Comptroller of the Treasury, 
pursuant to Section 7-86-304, Tennessee Code Annotated. 

 
The Governmental Accounting Standards Board (GASB) is the accepted standard-setting body for 
governmental accounting and financial reporting principles.  The GASB has established criteria to 
determine whether (a) an entity has any component units that should be included for financial 
reporting purposes, or (b) the entity itself should be included as a component unit of another reporting 
entity.  The District’s board is appointed by the Obion County Commission, and the District must 
obtain the approval of the Commission before issuance of most debt instruments.  The County has 
determined that this constitutes fiscal dependency by the District and has included the District as a 
component unit of Obion County. 

 
The District is deemed to be a municipality under Tennessee state law and, as such, is exempt from 
federal income taxes. 

 
B. Measurement Focus, Basis of Accounting, and Financial Statement Presentation 
 

The Obion County Emergency Communications District is accounted for as a single enterprise fund 
as prescribed by the State.  Enterprise funds are a type of proprietary fund, and, as such, are reported 
in accordance with generally accepted accounting principles for proprietary funds as defined by 
GASB.  Proprietary fund types are reported using the economic resources measurement focus and 
the accrual basis of accounting.  The aim of this measurement focus is to report all inflows, outflows, 
and balances affecting or reflecting the entity’s net position.  The accrual basis of accounting 
recognizes income as it is earned and expenses as they are incurred, whether or not cash is received 
or paid out at that time. 
 
Operating revenues in proprietary funds are those revenues generated from the primary operations 
of the fund.  All other revenues are reported as nonoperating revenues.  The State has defined grants 
and reimbursements from the Tennessee Emergency Communications Board to be nonoperating 
revenues.  Operating expenses are those expenses that are essential to the primary operations of 
the fund.  All other expenses are reported as nonoperating expenses.      

 
C. Assets, Liabilities, and Net Position 
 
 Cash and Cash Equivalents 

The District defines cash and cash equivalents as cash on hand, demand deposits, and short-term 
investments with original maturities of three months or less from the date of inception.  As of June 30, 
2016, the District had no short-term investments meeting this definition. 
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State statutes authorize the System to invest in certificates of deposit, obligations of the U.S. 
Treasury, agencies and instrumentalities, obligations by the U.S. government or its agencies, 
repurchase agreements, as approved by the state director of local finance, and the State’s local 
government investment pool. 
 

 Prepaid expenses 
Certain payments to vendors reflect costs applicable to future accounting periods and are recorded 
as prepaid items in the financial statements.  The proportionate amount of expense is recognized in 
each of the benefitting periods.   
  

 Capital assets 
All capital assets are stated at cost.  Depreciation is computed using the straight-line method over 
the estimated useful lives of the assets, which range from 3 to 40 years. The District’s capitalization 
threshold is set at $10,000 per unit cost. Interest costs incurred on financing during the construction 
or installation period of capital assets are capitalized as part of the cost of the assets. For the year 
under review, there were no interest costs capitalized.   

 
 Compensated absences 

Employees are entitled to paid vacation and sick leave based on terms of employment and other 
factors.  Any accumulated vacation time earned must be taken within one year of the employment 
anniversary date.  No carryover for compensated absences to future years is permitted.  Due to this 
policy, the cost of future absences at the balance sheet date is not material; therefore, no accrual has 
been recorded in the financial statements.  It is the District's practice to expense these costs when 
paid to the employees. 

  
 Net position flow assumption 

Sometimes the District will fund outlays for a particular purpose from both restricted and unrestricted 
resources.  In order to calculate the amounts to report as restricted net position and unrestricted net 
position in the financial statements, a flow assumption must be made about the order in which the 
resources are considered to be applied.  It is the District’s policy to consider restricted net position to 
have been depleted before unrestricted net position is applied. 
 

NOTE 2 – STEWARDSHIP, COMPLIANCE, AND ACCOUNTABILITY 
 
The District's Board of Directors approves an appropriatory budget annually. The budget for the year 
ended June 30, 2016, was prepared in accordance with generally accepted accounting principles.  The 
legal level of control for expenses is at each line item of expense; therefore, each line item must be 
amended to authorize actual expenditures.  A budgetary comparison schedule has been included in this 
report to demonstrate legal compliance with the adopted budget. 
 
NOTE 3 – DETAILED NOTES ON ACCOUNTS 
 
A. Deposits and investments 

The District has its cash deposits in local banks.  Investments on the balance sheet as of June 30, 
2016, consisted of certificates of deposit issued by local banks.  The District’s policies limit deposits 
and investments to those instruments allowed by applicable state laws. 

  



OBION COUNTY EMERGENCY COMMUNICATIONS DISTRICT 
NOTES TO FINANCIAL STATEMENTS 

June 30, 2016 
 
 

-9- 

Custodial Credit Risk – State statutes require that all deposits with financial institutions must be 
collateralized by securities whose market value is equal to 105% of the value of uninsured deposits.  
The deposits must be collateralized by federal depository insurance or the Tennessee Bank Collateral 
Pool, by collateral held by the District’s agent in the District’s name, or by the Federal Reserve Banks 
acting as third party agents.  As of June 30, 2016, all of the District’s deposits were fully insured or 
collateralized.     

 
B. Capital assets 

Capital asset activity during the year was as follows: 
Balance Balance

Description 7/01/15 Additions Disposals 6/30/16
Capital assets, not being depreciated

Land 34,500$        33,855$       -$                68,355$        
Construction in progress 347               -                   (347)            -                    

Total capital assets not being depreciated 34,847          33,855         (347)            68,355          

Capital assets, being depreciated
Office equipment and furniture 144,148$      -$                 -$                144,148$      
Vehicles 39,876          -                   -                  39,876          
Communications and mapping equipment 600,183        -                   -                  600,183        
Building and improvements 507,743        74,854         -                  582,597        

Total capital assets being depreciated 1,291,950     74,854         -                  1,366,804     

Less accumulated depreciation
Office equipment and furniture 106,898        12,825         -                  119,723        
Vehicles 24,720          5,052           -                  29,772          
Communications equipment 434,272        42,141         -                  476,413        
Building and improvements 110,211        14,837         -                  125,048        

Total accumulated depreciation 676,101        74,855         -                  750,956        

Total capital assets, net 650,696$      33,854$       (347)$          684,203$       
 
Depreciation expense for the year ended June 30, 2016, was $74,855. 

 
NOTE 4 – OTHER INFORMATION 
 
Risk Management 
 
The District is exposed to various risks related to general and public official’s liability, officers’/director’s 
omissions liability, automobile liability, property and casualty losses, and workers' compensation.  To 
cover these risks, the District joined the Tennessee Municipal League (TML), which is a public entity risk 
pool established to provide insurance coverage to local governments in Tennessee and is self-sustaining 
through member premiums. The Pool is a cooperative risk sharing arrangement that works in many ways 
like a traditional insurer. The District pays annual premiums to the Pool based on its prior claims history. 
The Pool provides the specified coverage and pays all claims from its member premiums charged or 
through its reinsurance policies.  In addition, the District has purchased commercial insurance to provide 
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for employee health insurance.  Settlements have not exceeded insurance coverage in any of the prior 
three years.   
The District is self-insured for unemployment claims by its employees, which means that the District will 
reimburse the State’s workforce development agency for any claims against the District as they occur.  
During the year ended June 30, 2016, there were no unemployment payments assessed to the District. 
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OBION COUNTY EMERGENCY COMMUNICATIONS DISTRICT
BUDGETARY COMPARISON SCHEDULE

For the Year Ended June 30, 2016

Variance
Original Amended Over
Budget Budget Actual (Under)

Operating revenue 
TECB distribution of 911 surcharges 536,064$   536,064$    536,064$     -$              
TECB distribution of excess revenue -                 10,000        10,328         328            
Miscellaneous income 500            500             526              26              

Total operating revenue 536,564     546,564      546,918       354            

Operating expenses
Salaries and wages

Director's salary 45,000       45,865        44,864         (1,001)       
Dispatchers/telecommunicators 213,000     175,000      161,995       (13,005)     
Overtime pay 10,000       30,000        27,390         (2,610)       
Pay bonuses 4,000         5,500          5,131           (369)          

Employee benefits
Social security 16,900       16,900        14,013         (2,887)       
Medicare 4,000         4,000          3,277           (723)          
Life insurance 300            300             218              (82)            
Medical insurance 30,000       25,000        21,704         (3,296)       
Dental insurance -                 100             (304)             (404)          
Other insurance 250            250             (163)             (413)          
Unemployment 2,500         1,000          -                   (1,000)       

Contracted services
Audit services 3,675         3,675          3,675           -                
Accounting services 2,700         2,700          2,700           -                
Contracts for language interpreting 250            250             8                  (242)          
Contracts with private agencies 9,500         22,000        18,885         (3,115)       
Other professional services 500            1,500          1,140           (360)          
Fees paid to service providers 16,000       16,000        14,011         (1,989)       
Janitorial services -                 500             309              (191)          
Legal services 1,000         1,000          -                   (1,000)       
Maintenance agreement 5,500         6,900          2,800           (4,100)       
Pest control 500            500             360              (140)          
Lease/Rental:

Building and facilities 350            700             605              (95)            
Office equipment/furniture and fixtures 400            500             360              (140)          

Supplies and materials
Office supplies 3,500         3,500          1,438           (2,062)       
Janitorial supplies 1,500         1,600          810              (790)          
Mapping/addressing supplies 1,500         1,500          250              (1,250)       
Postage 300            400             208              (192)          
Small equipment purchases 3,000         25,000        22,656         (2,344)       
Uniforms and identification badges 200            200             11                (189)          
Utilities

Electric 10,500       10,500        9,548           (952)          
Gas - generator 800            800             -                   (800)          
Water 1,000         1,000          820              (180)          
General telephone - administrative 4,500         3,000          2,719           (281)          
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OBION COUNTY EMERGENCY COMMUNICATIONS DISTRICT
BUDGETARY COMPARISON SCHEDULE

For the Year Ended June 30, 2016

Variance
Original Amended Over
Budget Budget Actual (Under)

Cell phones and pagers 800            800             543              (257)          
General telephone - call center -                 1,800          1,325           (475)          

Cable/internet charges 700            3,000          2,883           (117)          
Maintenance and repairs

Communications equipment  4,000         80,000        73,588         (6,412)       
Building and facility 1,000         25,000        22,011         (2,989)       
Office equipment 500            1,500          623              (877)          
Vehicle 1,000         2,000          1,313           (687)          

Fuel - gasoline and diesel 1,500         1,500          1,158           (342)          
Other supplies and materials 300            350             272              (78)            

Other charges
Bank charges -                 100             85                (15)            
Board meeting expenses 2,300         2,400          1,963           (437)          
Dues and memberships 1,300         1,500          1,278           (222)          
Employee testing and exams 1,000         1,000          756              (244)          
Insurance

Workers compensation 1,000         1,000          843              (157)          
Liability 5,000         5,200          5,118           (82)            
Buildings and contents 2,000         2,000          1,798           (202)          
Equipment 250            250             80                (170)          
Vehicles 1,100         1,400          1,055           (345)          

Legal notices 200            200             -                   (200)          
Licenses and fees 250            5,000          3,717           (1,283)       
Premiums on surety bonds 2,000         2,000          850              (1,150)       
Public education 500            500             -                   (500)          
Service awards 1,200         1,500          1,340           (160)          
Training expenses 7,500         6,000          4,076           (1,924)       
Travel expenses 7,500         7,500          5,685           (1,815)       
Advertising 500            500             -                   (500)          
Miscellaneous 100            100             (1)                 (101)          

Amortization of prepaid maintenance expense 14,000       14,000        13,908         (92)            
Depreciation 80,000       80,000        74,855         (5,145)       

Total operating expenses 530,625     655,740      582,560       (73,180)     

Operating income (loss) 5,939         (109,176)     (35,642)        73,534       

Non-operating income (expense)
Interest income 2,800         3,200          3,663           463            

Capital contributions
Capital contributions from TECB 180,000     184,000      184,060       60              

Increase in net position 188,739$   78,024$      152,081$     74,057$     
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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 
 
 
Board of Directors 
Obion County Emergency Communications District 
Union City, 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 Obion County 
Emergency Communications District as of and for the year ended June 30, 2016, and the related notes 
to the financial statements, which collectively comprise the District’s basic financial statements, and have 
issued our report thereon dated August 16, 2016.   
 
Internal Control over Financial Reporting 
 
In planning and performing our audit of the financial statements, we considered Obion 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 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, and therefore, material weaknesses or significant deficiencies 
may exist that were not identified.  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.   
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Compliance and Other Matters 
As part of obtaining reasonable assurance about whether Obion 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.    
 
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 result 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.  
 
 

Alexander Thompson Arnold PLLC 
 
Union City, Tennessee 
August 16, 2016  
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Financial Statement Findings 
 

Finding No. Finding Title Status 
2015-001 Segregation of Duties (original finding #1997-001) Corrected 

 
 
Federal Award Findings and Questioned Costs 
 
 The District was not subject to a Single Audit in the prior year. 
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