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INDEPENDENT AUDITOR’S REPORT

To the Board of Managers of the
Montgomery County Emergency Communication District:

Report on the Financial Statements

We have audited the accompanying financial statements of the business-type activities of the
Montgomery County Emergency Communication District (the “District”), as of and for the year
ended September 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

The District's 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 opinions on these financial statements based on our audit. We
conducted our audit in accordance with auditing standards generally accepted in the United
States of America. Those standards require that we plan and perform the audit to obtain
reasonable assurance about whether the financial statements are free 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.

1085 Evergreen Circle | Suite 200 | The Woodlands, TX 77380 | Tel: 281.907.8788 | Fax: 888.875.0587 | www.BrooksCardiel.com



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 the business-type activities as of September 30, 2016, 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.

Emphasis of Matter
Correction of an Error

As disclosed in Note F, in the year ending September 30, 2016, the District restated its net
position as of September 30, 2015 to correct an error. Our opinion is not modified with respect
to this matter.

Other Matters
Required Supplementary Information

Accounting principles generally accepted in the United States of America require that the
management’s discussion and analysis and required supplementary information, as listed in the
table of contents, 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 an opinion on the financial statements that
collectively comprise Montgomery County Emergency Communication District’s basic financial
statements. The accompanying other supplementary information, such as the budgetary
comparison schedule is presented for purposes of additional analysis and is 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.

Respectfully,

ZZMZS Cﬂw# 64 ?// C

BrooksCardiel, PLLC
The Woodlands, Texas
March 3, 2017
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Montgomery County Emergency Communication District

MANAGEMENT’S DISCUSSION AND ANALYSIS
For the Year Ended September 30, 2016

The purpose of the Management’s Discussion and Analysis (the “MD&A”) is to give the readers
an objective and easily readable analysis of the financial activities of the Montgomery County
Emergency Communication District (the “District”) for the year ended September 30, 2016. The
analysis is based on currently known facts, decisions, or economic conditions. It presents short
and long-term analysis of the District’s activities, compares current year results with those of the
prior year, and discusses the positive and negative aspects of that comparison. Governmental
Accounting Standards Board (GASB) Statement No. 34 establishes the content of the minimum
requirements for MD&A. Please read the MD&A in conjunction with the District’s financial
statements, which follow this section.

THE STRUCTURE OF OUR ANNUAL REPORT

The annual financial report is presented as compliant with the financial reporting model in effect
pursuant to GASB Statement No. 34. The financial reporting model requires governments to
present certain basic financial statements as well as a Management’s Discussion and Analysis
(MD&A) and certain other Required Supplementary Information (RSI). The basic financial
statements include (1) enterprise fund financial statements, and (2) notes to the financial
staternents.

Financial Highlights

e The assets of the District exceeded its liabilities (net position) at September 30, 2016 by
$7,575,002. Of this amount, $4,890,908 (unrestricted net position) may be used to meet the
government's ongoing obligations to citizens and creditors.

e The net pension liability as of September 30, 2016 was $1,266,699, which represented a
$358,618 increase compared to prior year.

o The District's total net position decreased by $206,929.
Financial Statements

The District is designated as a special-purpose government engaged only in business-type
activities consistent with GASB 34. Governments engaged only in business-type activities should
present only the financial statements required for enterprise funds. As a result, the financial
statements presented within this report consist of the enterprise fund financial statements (i.e., the
Statement of Net Position, Statement of Revenues, Expenses, and Changes in Net Position, and
Statement of Cash Flows). The District has one enterprise fund.

Enterprise Fund Types



Montgomery County Emergency Communication District

MANAGEMENT’S DISCUSSION AND ANALYSIS
For the Year Ended September 30, 2016

Enterprise funds are used to account for activities that are similar to those often found in the
private sector. For the District this covers all activities. The measurement focus is on
determination of net income, financial position, and cash flows. Enterprise funds distinguish
operating revenues and expenses from non-operating items. Operating revenues include charges
for services. Operating expenses include costs of materials, contracts, personnel, and depreciation.
All revenues and expenses not meeting this definition are reported as non-operating revenues
and expenses. Enterprise fund types follow Generally Accepted Accounting Principles “GAAP”
as prescribed by the Governmental Accounting Standards Board “GASB”.

Notes to Financial Statements

The notes to the financial statements provide additional information that is essential to a full
understanding of the data provided in the government-wide and fund financial statements. The
notes can be found after the financial statements within this report.

Other Information

In addition to basic financial statements, this MD&A, and accompanying notes, this report also
presents certain Required Supplementary Information (“RSI”). The RSI that GASB Statement No.
34 requires includes a schedules for the District's pension liability and post-employment
healthcare benefits. The RSI can be found after the notes to the financial statements within this
report.

DISTRICT FINANCIAL ANALYSIS

As noted earlier, net position may serve over time as a useful indicator of the District’s financial
position. For the District, assets exceed liabilities by $7,575,002 as of year-end. Unrestricted net
position, $4,890,908, may be used to meet the District’s ongoing emergency communication
operations.



Montgomery County Emergency Communication District

MANAGEMENT’S DISCUSSION AND ANALYSIS
For the Year Ended September 30, 2016

Statement of Net Position:
The following table reflects the condensed Statement of Net Position as of September 30:

Business-Type Activities

2016 2015

Current and other assets $ 6,127,672 % 6,328,423

Capital assets, net 2,684,094 3,045,283

Total Assets 8,811,766 9,373,706

Deferred Outflows of resources 422,692 165,598

Accounts payable and accrued expenses 273,719 753,238

Net pension liability 1,266,699 908,081

Compensated absences 25,257 21,586

Post-employment benefits 78,297 74,468

Total Liabilities 1,643,972 1,757,373

Deferred Inflows of resources 15,484 -
Net position:

Net investment in capital assets 2,684,094 3,045,283

Unrestricted 4,890,908 4,736,648

Total Net Position $ 7,575,002 % 7,781,931

There was a decrease of $479,519 in accounts payable and accrued expenses at September 30, 2016
compared 2015. The decrease is primarily due to the timing of invoicing and payments for two
large projects completed late in the fiscal year of the prior year end.

There was a decrease of $361,189 in capital assets at September 30, 2016 compared to 2015. The
decrease is due to depreciation expense net of current year capital asset additions.

There was an increase of $358,618 in net pension liability at September 30, 2016 compared to 2015.

The increase is primarily due to lack of investment income on plan assets during the plan year
ended December 31, 2015.



Montgomery County Emergency Communication District

MANAGEMENT’S DISCUSSION AND ANALYSIS
For the Year Ended September 30, 2016

Statement of Revenues, Expenses, and Changes to Net Position:

The following table provides a summary of the District’s changes in net position:

Business-Type Activities

2016 2015
Operating Revenues
Service revenues $ 4612204 $ 4,573,832
Total Operating Revenues 4,612,204 4,573,832
Operating Expenses
Contract services 2,283,132 2,256,412
Salaries and benefits ) 1,260,817 1,229,959
Professional development 11,969 -
Communications 445,787 485,049
Supplies 54,958 111,472
Utilities and fees 37,170 45,402
Transportation 3,455 6,626
Depreciation 473,809 433,456
Total Operating Expenses 4,571,097 4,568,376
Nonoperating Revenues (Expenses)
Grant expenses (306,910) (189,210)
Other income (losses) (17,751) 25,239
Interest income 76,625 22,771
Total Nonoperating Revenues (Expenses) (248,036) (141,200)
Change in Net Position (206,929) (135,744)
Beginning Net Position 7,781,931 7,917,675

Ending Net Position $ 7,575,002 $ 7,781,931

The District reported a decrease in net position of $206,929.
In 2016 there was an increase of $117,700 in grant expense due to an increase in number of grants

for the Public Safety Answering Point Improvement Participation Program. The program was
started in the prior year.
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Montgomery County Emergency Communication District

MANAGEMENT’S DISCUSSION AND ANALYSIS
For the Year Ended September 30, 2016

BUDGETARY HIGHLIGHTS

Actual revenues were more than final budgeted revenues by $323,104 during the year. Operating
expenses were under the final budget by $195,412. Non-operating revenues (expenses) were more
positive than the budget by $242,444. The net overall variance was positive $760,960. The positive
variances in revenue and expenses were the result of conservative projections for revenues and
management closely managing expenses to stay under budget. The positive variance in non-
operating revenues/(expenses) was primarily the result of projected grant and capital expenses
projected being more than management actually spent.

CAPITAL ASSETS

As of the end of the year, the District had invested $2,684,094 in a variety of capital assets and
infrastructure, net of accumulated depreciation.

Major capital asset events during the current year include the following:

¢ Building improvements for $105,861
ECONOMIC FACTORS AND NEXT YEAR’S BUDGET
The District’s appointed officials and citizens considered many factors when setting the 2017
fiscal year budget. The economy, employment growth, cell phone and VOIP use, as well as other
factors were all part of the factors used.
CONTACTING THE DISTRICT’S FINANCIAL MANAGEMENT
This financial report is designed to provide our citizens, taxpayers, customers, and creditors with
a general overview of the District’s finances to show the District’s accountability for the money it

receives. If you have any questions about this report or need additional financial information,
contact the Executive Director at 150 Hilbig Road in Conroe, Texas.

11
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Montgomery County

Emergency Communication District
STATEMENT OF NET POSITION

September 30, 2016
Business-Type
Activities
Assets
Current Assets
Cash and cash equivalents $ 1,897,690
Receivables 321,225
Total Current Assets 2,218,915
Noncurrent Assets
Investments 3,908,757
Net depreciable capital assets 2,684,094
Total Noncurrent Assets 6,592,851
Total Assets 8,811,766
Deferred OQutflows of Resources
Pension contributions 83,804
Pension investment earnings 54,091
Pension earnings compared to assumptions 284,797
Total Deferred Outflows of Resources 422,692
Liabilities
Current Liabilities
Accounts payable and accrued expenses 273,719
Compensated absences 22,731
Total Current Liabilities 296,450
Noncurrent Liabilities
Compensated absences, net of current portion 2,526
Post-employment benefits 78,297
Net pension liability 1,266,699
Total Liabilities 1,643,972
Deferred Inflows of Resources
Pension losses (gains) 15,484
Total Deferred Outflows of Resources 15,484
Net Position
Net investment in capital assets 2,684,094
Unrestricted 4,890,908
Total Net Position $ 7,575,002

See Notes to Financial Statements.
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Montgomery County

Emergency Communication District
STATEMENT OF REVENUES, EXPENSES, AND CHANGES IN NET POSITION
For the Year Ended September 30, 2016

Operating Revenues
Landline/Primary
Landline/Resellers
Wireless/Contract
Wireless/Prepaid
VoIP

Operating Expenses
Contract services

Salaries & benefits
Professional development
Communications
Supplies

Utilitiies and fees
Transportation
Depreciation

Nonoperating Revenues (Expenses)

Grant expenses

Other income (loss)

Investment gains (losses) - realized
Investment gains (losses) - unrealized
Interest income

See Notes to Financial Statements.

Total Operating Revenues

Total Operating Expenses

Operating Income

Total Nonoperating Revenues (Expenses)
Change in Net Position

Beginning Net Position

Ending Net Position

17

Business-Type
Activities

$

1,085,452
194,180
2,113,855
462,085
756,632

4,612,204

2,283,132
1,260,817
11,969
445,787
54,958
37,170
3,455
473,809

4,571,097

41,107

(306,910)
31,024
(6,044)
(42,731)
76,625

(248,036)

(206,929)

7,781,931

$

7,575,002




Montgomery County

Emergency Communication District

STATEMENT OF CASH FLOWS (Page 1 of 2)
For the Year Ended September 30, 2016

Cash Flows from Operating Activities
Receipts from customers

Payments to suppliers
Payments for employees
Net Cash Provided (Used) by Operating Activities

Cash Flows from Capital and Related Financing Activities

Capital purchases
Net Cash Provided (Used) by Capital and Related Financing Activities

Cash Flows from Investing Activities
Purchases of investments, net

Interest received on investments

Net Cash Provided (Used) by Investing Activities

Net Increase (Decrease) in Cash and Cash Equivalents

Beginning cash and cash equivalents

Ending Cash and Cash Equivalents

See Notes to Financial Statements.
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Business-Type
Activities

$ 4,649,644
(3,597,094)
(1,162,115)

(109,565)

(112,620)

(112,620)

(158,382)
76,625

(81,757)

(303,942)

2,201,632

$ 1,897,690




Montgomery County

Emergency Communication District

STATEMENT OF CASH FLOWS (Page 2 of 2)
For the Year Ended September 30, 2016

Business-Type

Activities
Reconciliation of Operating Income
to Net Cash Provided (Used) by Operating Activities
Operating income $ 41,107
Adjustments to reconcile operating
income to net cash provided:
Depreciation 473,809
Grant expenses (306,910)
Other income 31,024
Changes in Operating Assets and Liabilities:
(Increase) Decrease in:
Accounts receivable 6,416
Deferred outflows of resources (257,094)
Increase (Decrease) in:
Accounts payable and accrued liabilities (465,682)
Net pension liability 358,618
Deferred inflows of resources 15,484
Compensated absences (10,166)
Post-employment benefits liability 3,829
Net Cash Provided by Operating Activities § (109,565)
Schedule of Non-Cash Capital and Related Financing Activities
Decrease in fair value of investments $ (42,731)

See Notes to Financial Statements.
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Montgomery County Emergency Communication District

NOTES TO FINANCIAL STATEMENTS
September 30, 2016

I. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
A. Description of Financial Statements and Reporting Entity

The financial statements (i.e.,, the statement of net position, the statement of revenues,
expenses, and changes in net position, and the statement of cash flows) report information
on all activities of the primary government.

The Montgomery County Emergency Communication District (the “District”) is a special
purpose emergency communications district authorized under the provisions of the State of
Texas Health Safety Code Section 772 entitled "Emergency Telephone Number Act" to
facilitate the quick response to persons seeking police, fire, rescue and other emergency
services. The District was created on November 5, 1985. User fee charges commenced in
May 1986 and full service operations commenced in January 1988.

The District is not a taxing authority. Operations of the District are funded by charges to
telephone users in the jurisdictions serviced by the District. User charges for traditional land
line telephones and telephones using Voice over Internet Protocol (VoIP) are set by the
District’s Board of Managers. The land line fee is currently 6% of the user’s basic telephone
charge and the VolIP fee is $0.50 per line per month. Such fees are collected by the telephone
companies serving these jurisdictions and remitted directly to the District. Additionally,
wireless customers pay a fee of $0.50 per phone for monthly contract service or 2% of the
total sale for prepaid service. The wireless providers pay these fees to the State of Texas and
the State remits a monthly payment to the District based on the District’s proportionate
percentage of the state’s population.

The financial objective of the District is to cover annual operating costs and actual and
anticipated capital expenditure outlays.

The operational objective of the District is to improve emergency communications for those
in need of help and as provided by those whose job is to provide efficient and effective
responses to calls.

As required by generally accepted accounting principles, these basic financial statements
have been prepared based on considerations regarding the potential for inclusion of other
entities, organizations, or functions as part of the District’s financial reporting entity. The
District has adopted Governmental Accounting Standards Board Statement No. 61, The
Financial Reporting Entity. No other entities have been included in the District's reporting
entity. Additionally, as the District is considered a primary government for financial
reporting purposes, its activities are not considered a part of any other governmental or
other type of reporting entity.

21



Montgomery County Emergency Communication District

NOTES TO FINANCIAL STATEMENTS, Continued
September 30, 2016

Considerations regarding the potential for inclusion of other entities, organizations or
functions in the District's financial reporting entity are based on criteria prescribed by
generally accepted accounting principles. These same criteria are evaluated in considering
whether the District is a part of any other governmental or other type of reporting entity. The
overriding elements associated with prescribed criteria considered in determining that the
District's financial reporting entity status is that of a primary government are that it has a
separately elected governing body; it is legally separate; and is fiscally independent of other
state and local governments. Additionally prescribed criteria under generally accepted
accounting principles include considerations pertaining to organizations for which the
primary government is financially accountable, and considerations pertaining to
organizations for which the nature and significance of their relationship with the primary
government are such that exclusion would cause the reporting entity's financial statements
to be misleading or incomplete.

B. Basis of Presentation of Financial Statements

Since the District is not a taxing authority and earns all revenue through services, no
governmental funds exist for the District. The District is designated as a special-purpose
government engaged only in business-type activities consistent with GASB 34. Governments
engaged only in business-type activities should present only the financial statements
required for enterprise funds. As a result, the financial statements presented within this
report consist of the enterprise fund financial statements (i.e., the Statement of Net Position,
Statement of Revenues, Expenses, and Changes in Net Position, and Statement of Cash
Flows). The District has one enterprise fund.

Enterprise Fund Types

Enterprise funds are used to account for activities that are similar to those often found in the
private sector. For the District this covers all activities. The measurement focus is on
determination of net income, financial position, and cash flows. Enterprise funds distinguish
operating revenues and expenses from non-operating items. Operating revenues include
charges for services. Operating expenses include costs of materials, contracts, personnel, and
depreciation. All revenues and expenses not meeting this definition are reported as non-
operating revenues and expenses. Enterprise fund types follow GAAP prescribed by the
Governmental Accounting Standards Board (GASB).

C. Measurement Focus and Basis of Accounting

The accounting and financial reporting treatment is determined by the applicable
measurement focus and basis of accounting. Measurement focus indicates the type of
resources being measured such as current financial resources or economic resources. The basis of
accounting indicates the timing of transactions or events for recognition in the financial
statements.

22



Montgomery County Emergency Communication District

NOTES TO FINANCIAL STATEMENTS, Continued
September 30, 2016

The accrual basis of accounting is used for the enterprise fund types. This basis of accounting
recognizes revenues in the accounting period in which they are earned and become
measurable, and expenses in the accounting period in which they are incurred and become
measurable.

D. Assets, Liabilities, Deferred Outflows/Inflows of Resources and Net Position
1. Deposits and Investments

The District’s cash and cash equivalents are considered to be cash on hand, demand deposits
and short term investments with original maturities of three months or less from the date of
acquisition.

In accordance with GASB Statement No. 31, Accounting and Reporting for Certain Investments
and External Investment Pools, the District reports all investments at fair value, except for
“money market investments” and “2a7-like pools.” Money market investments, which are
short-term highly liquid debt instruments that may include U.S. Treasury and agency
obligations, are reported at amortized costs. Investment positions in external investment
pools that are operated in a manner consistent with the SEC’s Rule 2a7 of the Investment
Company Act of 1940 are reported using the pools’ share price.

The District has adopted a written investment policy regarding the investment of its funds as
defined in the Public Funds Investment Act, Chapter 2256, of the Texas Governmental Code.
In summary, the District is authorized to invest in the following:

Direct obligations of the U.S. Government
Fully collateralized certificates of deposit and money market accounts
Statewide investment pools

2. Capital Assets

Capital assets, which include the District’s building, office equipment, furniture and fixtures,
and vehicles, are recorded at historical cost or estimated historical cost if purchased or
constructed. Donated capital assets are recorded at estimated fair market value at the date of
donation. Major outlays for capital assets and improvements are capitalized as projects are
constructed.

Interest costs incurred in connection with construction of enterprise fund capital assets are
capitalized when the effects of capitalization materially impact the financial statements.

The costs of normal maintenance and repairs that do not add to the value of the asset or
materially extend assets’ lives are not capitalized.

23



Montgomery County Emergency Communication District

NOTES TO FINANCIAL STATEMENTS, Continued
September 30, 2016

Property, plant, and equipment of the primary government are depreciated using the
straight-line method over the following estimated useful years.

Estimated
Asset Description Useful Life
Vehicles 5 years
Furniture and equipment 5-10 years
Buildings and improvements 15 - 30 years

3. Net Position
Net position is displayed in three components:

¢ Net investment in capital assets - This component of net position consists of capital assets,
including restricted capital assets, net of accumulated depreciation, and reduced by the
outstanding balances of any bonds, mortgages, notes, or other borrowings that are
attributable to the acquisition, construction, or improvement of those assets.

¢ Restricted - This component of net position consists of constraints placed on use either by
(1) external constraints imposed by creditors (such as through debt covenants), grantors,
contributors, or laws or regulation of other governments or (2) law through constitutional
provisions or enabling legislation.

o Unrestricted - This component of net position consists of net position that does not meet
the definition of “restricted” or “net investment in capital assets.”

4. Estimates

The preparation of financial statements, in conformity with generally accepted accounting
principles, requires management to make estimates and assumptions that affect the reported
amounts of assets and liabilities and disclosure of contingent assets and liabilities at the date
of the financial statements and the reported amounts of revenues and expenses during the
reporting period. Actual results could differ from those estimates.

5. Deferred Qutflows/Inflows of Resources

In addition to assets, the statement of financial position will sometimes report a separate
section for deferred outflows of resources. This separate financial statement element, deferred
outflows of resources, represents a consumption of net position that applies to a future
period(s) and so will not be recognized as an outflow of resources (expense/ expenditure)
until then. An example is a deferred expense on the net pension liability reported in the
statement of net position. This expense is deferred pursuant to GASB 68 and is later
amortized to expense in subsequent accounting periods.

24



Montgomery County Emergency Communication District

NOTES TO FINANCIAL STATEMENTS, Continued
September 30, 2016

In addition to liabilities, the statement of financial position will sometimes report a separate
section for deferred inflows of resources. This separate financial statement element, deferred
inflows of resources, represents an acquisition of net position that applies to a future period(s)
and so will not be recognized as an inflow of resources (revenue) until that time. The
government may have deferred gains that are considered deferred inflows of resources on
the statement of net position. This amount is deferred and recognized as an inflow of
resources in the period that the amounts become available.

6. Compensated Absences

The liability for compensated absences reported in the financial statements consists of
unpaid, accumulated vacation time balances. The liability has been calculated using the
vesting method, in which leave amounts for both employees who currently are eligible to
receive termination payments and other employees who are expected to become eligible in
the future to receive such payments upon termination are included. Vested or accumulated
vacation leave for proprietary funds are recognized as an expense and liability of those funds
as the benefits accrue to employees. The balance for compensated absences as of September
30, 2016 was $25,257.

7. Pensions

For purposes of measuring the net pension liability, deferred outflows of resources and
deferred inflows of resources related to pensions, and pension expense, information about
the Fiduciary Net Position of the Texas County & District Retirement System (TCDRS) and
additions to/deductions from TCDRS's Fiduciary Net Position have been determined on the
same basis as they are reported by TCDRS. For this purpose, plan contributions are
recognized in the period that compensation is reported for the employee, which is when
contributions are legally due. Benefit payments and refunds are recognized when due and
payable in accordance with the benefit terms. Investments are reported at fair value.

8. Fair Value

As of September 30, 2016, the District has applied Governmental Accounting Standards
Board (“GASB”) Statement No. 72, Fair Value Measurement and Application. GASB
Statement No. 72 provides guidance for determining a fair value measurement for reporting
purposes and applying fair value to certain investments and disclosures related to all fair
value measurements.

II. STEWARDSHIP, COMPLIANCE, AND ACCOUNTABILITY
The District’s investment policy requires full collateralization of all time and bank deposits

consistent with Chapter 2257 of the Public Funds Collateral Act. As of September 30, 2016
the District’s time and bank deposits were fully insured by the FDIC.
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Montgomery County Emergency Communication District

NOTES TO FINANCIAL STATEMENTS, Continued
September 30, 2016

III. DETAILED NOTES ON ALL FUNDS
A. Deposits and Investments

As of September 30, 2016, the District had the following investments:

Weighted
Average Maturity

Investment Type Fair Value (Years) Credit Rating
Certificates of deposit $ 246,281 112 n/a
Municipal bonds 3,662,476 1.08 (A+-AAA)
External investment pools 1,887,565 0.12 AAAmM
Total fair value $ 5,796,322
Portfolio weighted average maturity 0.77

Interest rate risk. In accordance with its investment policy, the District manages its exposure
to declines in fair values by limiting the weighted average of maturity not to exceed five
years; structuring the investment portfolio so that securities mature to meet cash
requirements for ongoing operations; monitoring credit ratings of portfolio position to
assure compliance with rating requirements imposed by the Public Funds Investment Act;
and invest operating funds primarily in short-term securities or similar government
investment pools.

Credit risk. The District’s investment policy limits investments in money market mutual
funds rated as to investment quality not less than AAA by Standard & Poor’s. As of
September 30, 2016, the District’s investment in TexPool was rated AAAm by Standard &
Poor’s.

Custodial credit risk — deposits. In the case of deposits, this is the risk that in the event of a
bank failure, the District’s deposits may not be returned to it. State statutes require that all
deposits in financial institutions be insured or fully collateralized by U.S. government
obligations or its agencies and instrumentalities or direct obligations of Texas or its agencies
and instrumentalities that have a market value of not less than the principal amount of the
deposits. As of September 30, 2016 the District’s time and bank deposits were fully insured
by FDIC.

Custodial credit risk — investments. For an investment, this is the risk that, in the event of the
failure of the counterparty, the District will not be able to recover the value of its investments
or collateral securities that are in the possession of an outside party. The District’s
investment policy requires that it will seek to safekeeping securities at financial institutions,
avoiding physical possession. Further, all trades, where applicable, are executed by delivery
versus payment to ensure that securities are deposited in the District’s safekeeping account
prior to the release of funds.
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TexPool

TexPool was established as a trust company with the Treasurer of the State of Texas as
trustee, segregated from all other trustees, investments, and activities of the trust company.
The State Comptroller of Public Accounts exercises oversight responsibility over TexPool.
Oversight includes the ability to significantly influence operations, designation of
management, and accountability for fiscal matters. Additionally, the State Comptroller has
established an advisory board composed of both participants in TexPool and other persons
who do not have a business relationship with TexPool. The advisory board members review
the investment policy and management fee structure. Finally, Standard & Poor’s rate
TexPool AAAm. As a requirement to maintain the rating, weekly portfolio information
must be submitted to Standard & Poor’s, as well as to the office of the Comptroller of Public
Accounts for review.

B. Fair Value Measurement

The District categorizes its fair value measurements within the fair value hierarchy
established by generally accepted accounting principles. The hierarchy is based on the
valuation inputs used to measure the fair value of the asset. Level 1 inputs are quoted prices
in active markets for identical assets; Level 2 inputs are significant other observable inputs;
Level 3 inputs are significant unobservable inputs. Investments that are measured at fair
value using the net asset value per share (or its equivalent) as a practical expedient are not
classified in the fair value hierarchy below.

In instances where inputs used to measure fair value fall into different levels in the above
fair value hierarchy, fair value measurements in their entirety are categorized based on the
lowest level input that is significant to the valuation. The District's assessment of the
significance of particular inputs to these fair value measurements requires judgment and
considers factors specific to each asset or liability.

The following table sets forth by level, within the fair value hierarchy, the District’s fair
value measurements at September 30, 2016:

Fair Value Level 1 Inputs Level 2 Inputs Level 3 Inputs
Municipal bonds $ 3,662,476 $ 3,662,476 $ - $ -
Total Assets at fair value $ 3,662,476 $ 3,662,476 $ - $ -
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C. Receivables

The following comprises the receivable balance of the District at year end:

9/30/16
Owed from telecommunication companies for 911 services $ 321,225
Total $ 321,295

D. Capital Assets

A summary of changes in the District’s capital assets for the year end was as follows:

Beginning Decreases/ Ending
Balances Increases Reclassifications Balances

Capital assets, being depreciated:

Building & Improvements $ 2,065,167 $ 105,861 $ - $ 2,171,028

Equipment 3,927,399 - - 3,927,399

Furniture and Fixtures 314,994 - - 314,994

Vehicles 76,851 6,759 - 83,610
Total capital assets being depreciated 6,384,411 112,620 - 6,497,031
Less accumulated depreciation

Building & Improvements (1,036,968) (76,955) - (1,113,923)

Equipment (1,976,973) (371,246) . (2,348,219)

Furniture and Fixtures (278,962) -(9,008) - (287,970)

Vehicles (46,225) (16,600) - (62,825)
Total accumulated depreciation (3,339,128) (473,809) - (3,812,937)
Net capital assets being depreciated 3,045,283 (361,189) - 2,684,094

Total Capital Assets $ 3,045283 $ (361,189) $% - % 2,684,094

Depreciation expense was $473,809 for the year ended September 30, 2016.
IV. OTHER INFORMATION
A. 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; and natural disasters for which the District

carries commercial insurance. The District has not significantly reduced insurance coverage
or had settlements that exceeded coverage amounts for the past three fiscal years.
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B. Contingent Liabilities

Amounts received or receivable from granting agencies are subject to audit and adjustment
by grantor agencies, principally the federal government. Any disallowed claims, including
amounts already collected, may constitute a liability of the applicable funds. The amounts of
expenditures which may be disallowed by the grantor cannot be determined at this time
although the District expects such amounts, if any, to be immaterial.

Liabilities are reported when it is probable that a loss has occurred and the amount of the
loss can be reasonably estimated. Liabilities include an amount for claims that have been
incurred but not reported. Claim liabilities are calculated considering the effects of inflation,
recent claim settlement trends, including frequency and amount of payouts, and other
economic and social factors.

C. Interlocal Agreements

Texas 9-1-1 Alliance - The District has joined other Emergency Communication Districts for
the purpose of maintaining a group presence before the Texas Legislative and Executive
branches of government, maintaining a group presence before all applicable state agencies,
monitoring and reporting on all legislative activity affecting the group and monitoring and
reporting on state rulemaking initiatives. It is also a goal to identify key issues, develop
group positions on those issues and develop and implement a related strategy. The costs to
the District will be approximately $30,000 per year.

The City of Conroe, Texas - The City of Conroe, Texas (“Conroe”) and the District have
entered into an agreement for 9-1-1 call taking within Conroe. Conroe’s Police Department
shall have the responsibility and function of answering all 9-1-1 calls within its limits. The
District shall reimburse Conroe for compensation and benefits for five 9-1-1 call operators.

Montgomery County - Montgomery County and the District have entered into an agreement
for 9-1-1 call taking within Montgomery County but outside the District of Conroe.
Montgomery County Sheriff’s Office will perform 9-1-1 call taking at the District’s facility.
The District shall reimburse the County for compensation for each 9-1-1 call operator and 9-
1-1 supervisor employed and assigned by the MCSO to perform their duties up to a total of
fourteen 9-1-1 call operators and four 9-1-1 supervisors. In addition, the District will pay an
administrative fee to the County of five percent of the compensation and benefits package
for each employee.

Montgomery County - Montgomery County has agreed to utilize the District’s facility for its
Sheriff’s 9-1-1 call taking and dispatch operations center for a minimum of five years. The
District is providing 9-1-1 equipment and networks and the County is providing its own
dispatch pertinent equipment, software and services for their use. The County has agreed to
provide janitorial services for the Communication Center. In the past, the County and
District have shared the costs of such services. The County has also agreed to pay an annual
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rental fee of $10 and a pro-rata share of the total utilities for each month that the utilities
exceed $7,500. The District pays the County $10 per year for the 99-year site lease initiated
June 1998. :

D. Concentrations

The District receives a significant portion of their revenue from the Commission on State
Emergency Communications (CSEC), an agency of the State of Texas. This agency has
authority to administer the State’s 9-1-1 Service Program and the Statewide Poison Control
Program. The District recognized revenue of $2,552,368 or 55% of total revenues from the
CSEC for the year ended September 30, 2016. The District also had a receivable of $121,323 or
38% of total receivables as of September 30, 2016 from the CSEC.

E. Pension Plans

1. Plan Description

The District provides retirement, disability, and death benefits for all of its full-time
employees through a nontraditional defined benefit pension plan in the statewide Texas
County and District Retirement System (TCDRS). The Board of Trustees of TCDRS is
responsible for the administration of the statewide agent multiple-employer public
employee retirement system consisting of over 600 nontraditional defined benefit pension
plans. TCDRS in the aggregate issues a comprehensive annual financial report (CAFR) on a
calendar year basis. The CAFR is available upon request from the TCDRS Board of Trustees
at P.O. Box 2034, Austin, Texas 78768-2034.

2. Benefits Provided

The plan provisions are adopted by the District within the options available in Texas state
statutes governing TCDRS (TCDRS Act). Members can retire at ages 60 and above with 8 or
more years of service, with 30 years of service regardless of age, or when the sum of their
age and years of service equals 75 or more. Members are vested after 8 years of service, but
must leave their accumulated contributions in the plan to receive any employer-financed
benefit. Members who withdraw their personal contributions in a lump sum are not
entitled to any amounts contributed by their employer.

Benefit amounts are determined by the sum of the employee’s contribution to the plan, with
interest, and employer-financed monetary credits. The level of these monetary credits is
adopted by the District within the actuarial constraints imposed by the TCDRS Act so that
the resulting benefits can be expected to be adequately financed by the employer’s
commitment to contribute. At retirement, death, or disability, the benefit is calculated by
converting the sum of the employee’s accumulated contributions and the employer-

financed monetary credits to a monthly annuity using annuity purchase rates prescribed by
the TCDRS Act.
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3. Funding Policy

The District has elected the annually determined contribution rate (ACDR) plan provisions
of the TCDRS Act. The plan is funded by monthly contributions from both employee
members and the employer based on the covered payroll of employee members. Under the
TCDRS Act, the contribution rate of the employer is actuarially determined annually.

The District contributed using the ADCR of 14.63% for calendar year 2016 and 16.53% for
calendar year 2015.

The District adopted the rate of 7% as the contribution rate payable by the employee
members for calendar years 2016 & 2015. The District may change the employee

contribution rate and the employer contribution rate within the options available in the
TCDRS Act.

4. Contributions

Year ended:
9/30/16 9/30/15 9/30/14
Annual Determined Contribution Cost (ADRC) §$ 112,357 $ 122,594 % 112,923
Actual Contributions Made $ (112,357) $  (122,594) % (112,923)
Percentage of APC Made 100% 100% 100%
Contribution deficiency (excess) $ - § - % =

The required contribution rates for fiscal year 2016 were determined as part of the
December 31, 2014 and 2015 actuarial valuations.
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Additional information as of the latest actuarial valuation, December 31, 2015, also follows:

ValuationDate 7 123y13 7 1mya 7 126115

ActuarialCost ~ ~ Eny Bty  EntryAge

Amortization © . Level Percent ~ Level Percent - Level Percent
I payroll closedr ;; payroll closed payroll closed

Amortization Period ,

in yearsr ' : 20 , 20 14.1 years (remaining)-

Asset Valuation Method  5-year Smoothed 5-year Smoothed _5-year Smoothed

Actuarial Assumphons : .

lInvestment Rate of . 8% : 8% ' 8%
Return * o T 7 : '
Projected Salary o 49% 49% 49%
Increases ' - | ' '1 '
,*Inclrud‘esrlnﬂaﬁ'on at ;. 30% O 30% - 30%

stated-rate
Costjof Liyingr 5 7 - o N 7 7
'Adjustments P 0.0% 0.0% ; 0.0%

Employees covered by benefit terms

At the December 31, 2015 valuation and measurement date, the following employees
were covered by the benefit terms:

Inactive employees or beneficiaries currently receiving benefits 6
Inactive employees entitled to but not yet receiving benefits 13
Active employees 9
Total 28

5. Net Pension Liability

The District’s Net Pension Liability (NPL) was measured as of December 31, 2015, and the
Total Pension Liability (TPL) used to calculate the Net Pension Liability was determined by
an actuarial valuation as of that date.

Actuarial assumptions:

The Total Pension Liability in the December 31, 2015 actuarial valuation was determined
using the following actuarial assumptions:

Inflation 3.0% per year
Overall payroll growth 0 - 5.25% per year depending on experience
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Investment Rate of Return 8.10%, before pension plan investment expense

Salary increases were based on a service-related table. Mortality rates for active members,
retirees, and beneficiaries were based on the gender-distinct RP2000 Combined Healthy
Mortality Table.

Actuarial assumptions used in the December 31, 2015, valuation were based on the results of
an actuarial experience study for the period January 1, 2009 — December 31, 2012, except
where required to be different by GASB 68.

The long-term expected rate of return on pension plan investments is 8.10% gross of
administrative expenses. The pension plan’s policy in regard to the allocation of invested
assets is established and may be amended by the TCDRS Board of Trustees. Plan assets are
managed on a total return basis with an emphasis on both capital appreciation as well as the
production of income, in order to satisfy the short-term and long-term funding needs of
TCDRS.

The long-term expected rate of return on pension plan investments was determined using a
building-block method in which best estimate ranges of expected future real rates of return
(expected returns, net of pension plan investment expense and inflation) are developed for
each major asset class. These ranges are combined to produce the long-term expected rate of
return by weighting the expected future real rates of return by the target asset allocation
percentage and by adding expected inflation.

Effective with the 2015 calendar year, employer contributions reflect that a 70% CPI COLA
was adopted.
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The target allocation and best estimates of arithmetic real rates of return for each major asset
class are summarized in the following table:

Asset Class Benchmark Target Geometric Real Rate of
Allocation @ | Return (Expected
minus inflation) ?
US Equities Dow Jones U.S. Total Stock Market 14.50% 5.45%
Index
Private Equity Cambridge Associates Global Private 14.00% 8.45%
Equity & Venture Capital Index®
Global Equities MSCI World (net) Index 1.50% 5.75%
International Equities — MSCI World ex USA (net) 10.00% 5.45%
Developed
International Equities - MSCI World ex USA (net) 8.00% 6.45%
Emerging
Investment-Grade Bonds Barclays Capital Aggregate Bond Index 3.00% 1.00%
High-Yield Bonds Citigroup High-Yield Cash-Pay Capped 3.00% 5.10%
Index
Opportunistic Credit Citigroup High-Yield Cash-Pay Capped 2.00% 5.09%
; Index
Direct Lending Citigroup High-Yield Cash-Pay Capped 5.00% 6.40%
Index
Distressed Debt Citigroup High-Yield Cash-Pay Capped 3.00% 8.10%
Index
REIT Equities 67% FTSE NAREIT Equity REITs Index 3.00% 4.00%
+33% FRSE EPRA/NAREIT Global Real
Estate Index
Master Limited Alerian MLP Index 3.00% 6.80%
Partnerships (MLPs)
Private Real Estate Cambridge Associates Real Estate 5.00% 6.90%
Partnerships Index® )
Hedge Funds Hedge Fund Research, Inc. (HFRI) Fund 25.0% 5.25%
of Funds Composite Index

(1) Target asset allocation adopted at the April 2016 TCDRS Board meeting.
(2) Geometric real rates of return in‘addition to assumed inflation of 1.6%, per Cliffwater’s
2016 capital market assumptions.

(3) Includes vintage years 2006-present of Quarter Pooled Horizon IRRs.
(4) Includes vintage years 2007-present of Quarter Pooled Horizon IRRs.

Discount Rate:

The discount rate used to measure the Total Pension Liability was 8.10%. The projection of
cash flows used to determine the discount rate assumed that employee and employer
contributions will be made at the rates specified in statute. Based on that assumption, the
pension plan’s Fiduciary Net Position was projected to be available to make all projected
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future benefit payments of current active and inactive employees. Therefore, the long-term
expected rate of return on pension plan investments was applied to all periods of projected
benefit payments to determine the Total Pension Liability.

Changes in the Net Pension Liability:

Balance at 12/31/14
Changes for the year:
Service Cost

Interest on total pension liability ¢

Effect of plan changes
Effect of economic/demographic
gains or losses
Changes of assumptions
Benefit payments
Administrative expense
Member contributions
Net investment income
Employer contributions
Other @
Net changes
Balance at 12/31/15

(1) Reflects the change in the liability due to the time value of money. TCDRS does not

charge fees or interest.

Total Pension

Liability (a)

Plan Fiduciary
Net Position (b)

Net Pension
Liability (a) — (b)

$ 4,023,427 $ 3,115,346 908,081
136,107 . 136,107
328,757 - 328,757
(11,134) - (11,134)
(49,049) . (49,049)
81,136 81,136
(134,093) (134,093) -
- (2,245) 2,245
- 52,269 (52,269)
- (65,079) 65,079
123,431 (123,431)
. 18,823 (18,823)
351,724 (6,894) 358,618
$ 4,375,151 $ 3,108,452 1,266,699

(2) Relates to allocation of system-wide items.

Sensitivity of the net pension liability to changes in the discount rate:

The following presents the net pension liability of the District, calculated using the discount
rate of 8.10%, as well as what the District’s net pension liability would be if it were calculated
using a discount rate that is 1-percentage-point lower (7.10%) or 1-percentage-point higher

(9.10%) than the current rate:

1% Decrease Current Single Rate 1% Increase
7.10% Assumption 8.10% 9.10%
$ 1,826,190 |$ 1,266,699 1$ 801,113
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Pension Plan Fiduciary Net Position:
Detailed information about the pension plan’s Fiduciary Net Position is available in a

separately-issued TCDRS financial report. That report may be obtained on the internet at
www.tcdrs.com.

5. Pension Expense and Deferred OQutflows of Resources and Deferred Inflows of
Resources Related to Pensions

For the year ended September 30, 2016, the District recognized pension expense of $229,364.

At September 30, 2016, the District reported deferred outflows of resources related to
pensions from the following sources:

Deferred Deferred
Outflows of Resources Inflows of Resources

Difference between projected and

investment earnings $ 284,797 % -
Differences between expected and
actual economic experience - 15,484
Contributions subsequent to the
measurement date 83,804 -
Changes of assumptions 54,091 -

$ 422,692 $ 15,484

The District reported $83,804 as deferred outflows of resources related to pensions resulting
from contributions subsequent to the measurement date that will be recognized as a
reduction of the net pension liability for the year ending September 30, 2016.

Other amounts reported as deferred outflows and inflows of resources related to pensions
will be recognized in pension expense as follows:

Year ended December 31:

2016 $ 101,379
2017 84,163
2018 73,467
2019 64,395
2020 -
Thereafter -

$ 323,404
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Supplemental Death Benefits Fund

The District also participates in the cost sharing multiple-employer defined benefit group-
term life insurance plan operated by the Texas County and District Retirement System
(TCDRS). This plan is referred to as the Group Term Life Fund (GTLF). This optional plan
provides group term life insurance coverage to current eligible employees and to retired
employees. The coverage provided to retired employees is a postemployment benefit other
than pension benefits (OPEB). Retired employees are insured for $5,000.

The GTLF is a separate trust administered by the TCDRS Board of Trustees. TCDRS issues a
publicly available comprehensive annual financial report (CAFR) that includes financial
statements and required supplementary information for the GTLF. This report is available at
www.tcdrs.org. TCDRS' CAFR may also be obtained by writing to the Texas County &
District Retirement System, P.O. Box 2034, Austin, TX 78768-2034, or by calling 800-823-7782.

Each participating employer contributes to the GTLF at a contractually required rate. An
annual actuarial valuation is performed and the contractual rate is determined using the unit
credit method for providing one-year term life insurance. The District contributions to the
GTLF for the years ended September 30, 2016, 2015, and 2014, were $2,759, $2,801, and
$2,758, respectively, which equaled the contractually required contributions each year.

Schedule of Contribution Rates
(RETIREE-only partion of the rate)

Plan/ Annual Required | Actual Contribution | Percentage of ARC
Calendar Year Contribution Made Contributed
(Rate) (Rate)
2013 0.37% 0.37% 100.0%
2014 0.37% 0.37% 100.0%
2015 0.37% 0.37% 100.0%

F. Other Post-Employment Benefits

Health Care Benefit Provided by Plan

The District has implemented Government Accounting Standards Board (GASB) Statement
45, “Accounting and Financial Reporting by Employers for Post-employment Benefits Other
than Pension (OPEB)” prospectively (no beginning net OPEB obligation). It is a single
employer pay-as-you go plan.

In addition to other benefits, the District makes available health care benefits to all qualified

employees who retire from the District. The plan provides the same medical coverage to that
offered to current employees, dental, vision and life insurance.
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A qualified retiree is defined as follows:

* 30 years of service at any age

¢ Age 60 and 8 years of service

* Rule of 75

¢ The retiree must have been enrolled in the District’s insurance program for 3 years prior to
retirement

The percentage of coverage is based on years of service with the District:

e 15 years - 70%
¢ 25 years — at least age 55 - 100%

Annual Other Post-Employment (OPEB) Cost and Net OPEB Obligation

The employer has elected to calculate the annual required contribution of the employer
(ARC) and related information using the Alternative Measurement Method permitted by
GASB Statement No. 45 for employers in plans with fewer than one hundred total plan
members. The Employer's annual other postemployment benefit (OPEB) cost (expense) is
calculated based on the ARC. The ARC represents a level of funding that, if paid on an
ongoing basis, is projected to cover normal cost each year and to amortize any unfunded
actuarial liabilities (or funding excess) over a period not to exceed 30 years.

The annual OPEB cost for the fiscal year ended September 30, 2016, is as follows:

Annual required contribution $ 21,588
Interest on OPEB obligation 3,351
Adjustment to annual required contribution (3,037)
Annual OPEB cost expense 21,902
Contributions made 18,073
Change in net OPEB obligation 3,829
Net OPEB Obligation-beginning of year 74,468
Net OPEB Obligation-end of year : $ 78,297

The District's annual OPEB cost, the percentage of annual OPEB cost contributed to the
program, and the net OPEB obligation for 2016 and preceding year are as follows:
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Percentage of

Fiscal Annual OPEB Employer Annual OPEB Net OPEB Obligation

Year Cost Contributed Cost Contributed Beginning Ending
2014 $ 20,318 $ 5,141 25.30% $ 54908 $ 70,085
2015 21,119 16,736 79.25% 70,085 74,468
2016 21,902 18,073 82.52% 74,468 78,297

Funded Status and Funding Progress

As of September 30, 2014 the plan assets were $0, the actuarial accrued liability for benefits
was $273,417, the total unfunded actuarial liability is $273,417, and the actuarial value of
assets as a percentage of the actuarial accrued liability (funded ratio) is 0%. The covered
payroll (annual payroll of active employees covered by the plan) was $750,101, and the ratio
of the unfunded actuarial accrued liability to the covered payroll was 36%.

The projection of future benefit payments for an ongoing plan involves estimates of the
value of reported amounts and assumptions about the probability of occurrence of events
far into the future. Examples include assumptions about future employment, mortality, and
the healthcare cost trend. Amounts determined regarding the funded status of the plan and
the annual required contributions of the employer are subject to continual revision as actual
results are compared with 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 liabilities for benefits.

Methods and Assumptions

Projections of benefits for financial reporting purposes are based on the substantive plan
(the plan as understood by the employer and plan members) and include the types of
benefits provided at the time of each valuation and the historical pattern of sharing of
benefit costs between the employer and plan members to that point. The methods and
assumptions used include techniques that are designed to reduce the effects of short-term
volatility in actuarial accrued liabilities and the actuarial value of assets, consistent with the
long-term perspective of the calculations.

A discount rate of 4.50% was used. A general price inflation of 3.00% was assumed. In
addition, the Projected Unit Credit actuarial cost method was used. The unfunded actuarial
accrued liability is being amortized as a level dollar amount on a closed basis. The
remaining amortization period at September 30, 2014 was 30 years. As authorized by GASB
Statement No. 45, the Alternative Measurement Method with its simplifications of certain
assumptions was employed in measuring actuarial accrued liabilities and the ARC.
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G. Restatement

The District restated its beginning net position due to compensated absences owed by the
District at September 30, 2015 being over accrued.

The restatement of beginning net position is as follows:

Business-type

Activities
Prior year ending net position as reported $ 7,676,594
Compensated balances decrease at yearend 105,337
Restated beginning net position $ 7,781,931

H. Subsequent Events

There were no material subsequent events through March 3, 2017, the date the financial
statements were issued.

I. New Accounting Pronouncements

The, GASB has issued Statement No. 72, entitled Fair Value Measurement and Application;
Statement No. 73, entitled, Accounting and Financial Reporting for Pensions and Related Assets
That Are Not within the Scope of GASB Statement 68, and Amendments to certain Provisions of
GASB Statements 67 and 68; The District has adopted this statement during the current fiscal
year but had no effect on these accompanying financial statements.

The, GASB has issued Statement No. 73, entitled Accounting and Financial Reporting for
Pensions and Related Assets That Are Not within the Scope of GASB Statement 68, and Amendments
to Certain Provisions of GASB Statements 67 and 68, GASB Statement No. 76; entitled, The
Hierarchy of Generally Accepted Accounting Principles for State and Local Government. The
District has adopted this statement during the current fiscal year but had no effect on these
accompanying financial statements.

The, GASB has issued Statement No. 74 entitled, Financial Reporting for Postemployment Benefit
Plans Other Than Pension Plans; GASB Statement No. 75, entitled, Accounting and Financial
Reporting for Postemployment Benefits Other Than Pensions; GASB Statement No. 77; entitled,
Tax Abatement Disclosures; GASB Statement No. 78, entitled, Pensions Provided through Certain
Multiple-Employer Defined Benefit Pension Plans, which will require adoption in the future, if
applicable. These statements may or will have a material effect on the City’s financial
statements once implemented. The District will be analyzing the effects of these
pronouncements and plans to adopt them as applicable by their effective date.
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Montgomery County

Emergency Communication District
SCHEDULE OF CHANGES IN NET PENSION LIABILITY AND RELATED RATIOS

September 30, 2016
12/31/2015 12/31/2014  *

Total pension liability '

Service cost $ 136,107 $ 106,676

Interest 328,757 297,464

Changes in benefit terms (11,134) -

Effect of economic/demographic gains or losses (49,049) 51,647

Changes of assumptions 81,136 =

Benefit payments (134,093) (102,906)
Net change in total pension liability 351,724 352,881
Total pension liability - beginning 4,023,427 3,670,546
Total pension liability - ending (a) 4,375,151 4,023,427
Plan fiduciary net position

Contributions - employer $ 123,431 § 113,485

Contributions - members 52,269 52,507

Net investment income (65,079) 191,267

Benefit payments (134,093) (102,906)

Administrative expenses (2,245) (2,310)

Other ' 18,823 516
Net change in plan fiduciary net position (6,894) 252,559
Plan fiduciary net position - beginning 3,115,346 2,862,787
Plan fiduciary net position - ending (b) $ 3,108452 $ 3,115,346
Fund's net pension liability - ending (a) - (b) $ 1,266,699 $ 908,081
Plan fiduciary net position as a percentage of the total pension 71.05% 77.43%
Covered employee payroll $ 746,706 % 757,159
Fund's net position as a percentage of covered employee payroll 169.64% 119.93%

Neotes to schedule:
1) This schedule is presented to illustrate the requirement to show information for ten

calendar years. However, until a full ten-year trend is compiled, only available
information is shown.



Montgomery County

Emergency Communication District
SCHEDULE OF EMPLOYER CONTRIBUTIONS TO PENSION PLAN

September 30, 2016
9/30/2016 9/30/2015 '
Actuarially determined employer contributions $ 112,357 % 122,594
Contributions in relation to the actuarially determined contribution $ 112,357 $ 122,594
Contribution deficiency (excess) $ - % -
Annual covered employee payroll $ 745557 % 750,101
Employer contributions as a percentage of covered employee payroll 15.07% 16.34%

1) This schedule is presented to illustrate the requirement to show information for ten years. However, until a full
ten-year trend is compiled, only available information is shown.

NOTES TO SCHEDULE OF EMPLOYER CONTRIBUTIONS TO PENSION PLAN

Valuation Date:
Notes Actuarially determined contribution rates are
calculated as of December 31 and become
effective in January 13 months later.

Methods and Assumptions Used to Determine Contribution Rates:

Actuarial Cost Method Entry Age Normal

Amortization Method Level Percentage of Payroll, Closed

Remaining Amortization Period 14.1 years

Asset Valuation Method 5 Year smoothed value

Inflation . 3.0%

Salary Increases Range from 0 - 5.25%. 4.9% average over career including inflation
Investment Rate of Return 8.10%

Retirement Age Start at age 40 and go through age 74.

All eligible members ages 75 and
later are assumed to be retired.

Mortality RP2000 Combined Mortality Tables
Other Information:
Notes Effective with the 2015 calendar year, employer contributions reflect

that a 70% CPI COLA was adopted.
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Montgomery County

Emergency Communication District
POST EMPLOYMENT HEALTHCARE BENEFITS

September 30, 2016
Actuarial
Accrued UAALasa
Actuarial Liability Unfunded Annual Percentage
Actuarial Value of (AAL) AAL Funded Covered of Covered
Valuation Assets Entry Age (AAL) Ratio Payroll Payroll
Date a b (b-a) a/b c [(b-a)/c]
9/30/2012 - 572,212 572,212 0% 656,630 87%
9/30/2014 - 273,417 273,417 0% 665,401 41%

Changes in inputs and assumptions between valuations:

9/30/12 9/30/14
Number of participants 10 11
Covered payroll $ 656,630 $ 665,401
Percentage of retirees lapsing at age 65 10% 100% *

* Benefit goes away when employees have access to another insurance plan. This assumes all employees
will have access to medicare or medicaid at the age of 65.
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Montgomery County
Emergency Communication District

BUDGETARY COMPARISON SCHEDULE
Year Ended September 30, 2016

Original & Variance
Final Positive
Budget Actual (Negative)
Operating Revenues
Landline/Primary $ 1,071,700 $ 1,085,452 § 13,752
Landline/Resellers 202,800 194,180 (8,620)
Wireless/Contract 1,992,000 2,113,855 121,855
Wireless/Prepaid 437,600 462,085 24,485
VoIP 585,000 756,632 171,632
Total Operating Revenues 4,289,100 4,612,204 323,104
Operating Expenses
Salaries & benefits 1,254,300 1,260,817 (6,517)
Supplies _ 81,600 54,958 26,642
Contract services 2,375,400 2,283,132 92,268
Communications 474,400 445,787 28,613
Professional development 40,600 11,969 28,631
Utilitiies and fees 57,800 37,170 20,630
Transportation 8,600 3,455 5,145
Total Operating Expenses 4,292,700 4,097,288 195,412
Nonoperating Revenues (Expenses)
Grant expenses (462,000) (306,910) 155,090
Capital expenses (149,500) (112,620) 36,880
Interest income 4,800 76,625 71,825
Investment gains (losses) - realized - (6,044) (6,044)
Investment gains (losses) - unrealized - (42,731) (42,731)
Other income (loss) 3,600 31,024 27,424
Total Nonoperating Revenues (Expenses) (603,100) (360,656) 242,444
Change in Net Position §$ (606,700) 154,260 $ 760,960
Beginning Net Position 7,781,931
Ending Net Position - modified 7,936,191 *
Capital expenses 112,620
Depreciation expense (473,809)
Ending Net Position $ 7,575,002

Notes to Supplementary Information:

' Budget presented on modified accrual basis.
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