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 February 24, 2016 
 
 
To the Board of Directors  

South East Regional Emergency Services Authority 
 

Letter of Transmittal 
 
We are submitting herewith the financial report of the South East Regional Emergency 
Services Authority (SERESA) as of and for the year ended June 30, 2015.  It is the 
responsibility of SERESA’s management to present fairly, with full disclosure and in 
conformity with accounting principles generally accepted in the United States of 
America, the financial position and results of operations of SERESA’s funds.  The annual 
financial report contains necessary disclosures useful in providing an understanding of 
the individual funds and full accrual financial statements.  Pursuant to that requirement, 
we hereby issue the annual financial report of the South East Regional Emergency 
Services Authority as of and for the year ended June 30, 2015.  Responsibility for both 
the accuracy of the data and the completeness and fairness of the presentation, including 
all disclosures, rests with management. 
 
To the best of our knowledge and belief, the enclosed data are accurate in all material 
respects and are reported in a manner that presents fairly the financial position and results 
of operations of the funds and of SERESA.  All disclosures necessary to enable the reader 
to gain an understanding of SERESA’s activities have been included. 
 
Plante & Moran, PLLC has issued an unmodified “clean” opinion on SERESA’s 
financial statements for the year ended June 30, 2015.  The independent auditor’s report 
is located at the front of the financial section of this report. 
 
Management’s discussion and analysis (the “MD&A”) immediately follows the 
independent auditor’s report and provides a narrative introduction, overview, and analysis 
of the basic financial statements.  The MD&A complements this letter of transmittal and 
should be read in conjunction with it. 
 
State law requires that all local governmental units, including authorities such as 
SERESA, publish within six months of the close of each fiscal year a complete set of 
financial statements presented in conformity with generally accepted accounting 
principles (GAAP) and audited in accordance with generally accepted auditing standards 
by a firm of licensed certified public accountants. 
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An Authority is a special district form of government operating independently of all other 
governmental agencies.  SERESA is a collaborative emergency services communication 
center formed by the municipalities of Eastpointe, Roseville, and St. Clair Shores to 
provide public safety communication services including police and law enforcement, fire 
rescue, and medical services to the three municipalities with populations of 
approximately 32,000, 48,000, and 57,000, respectively.  The primary goal or business 
objective of SERESA is to provide essential public safety services with higher functions 
and support to the three municipal police and fire agencies at a lower cost with improved 
quality. 
 
Governmental Structure, Local Economic Condition, and Outlook 
 
In July 2010, the cities of Eastpointe, Roseville and St. Clair Shores created a legal entity 
known as the South East Regional Emergency Services Authority (SERESA), which is a 
municipal consolidated dispatch center responsible for the dispatching of emergency 
police, fire, and emergency medical services throughout the member communities.  
SERESA was formed under 1988 Public Act 57.  Funding for SERESA is primarily 
derived from the participating members’ contributions based on dispatch calls for service 
annually.   SERESA operates under the direction of a set of comprehensive policies and 
uniform standards that align with or exceed state and national best practices. 
 
The articles of incorporation also allow funding to be from a dedicated millage or 
telephone operational surcharges.  The articles permit any participating municipality to 
withdraw from the authority, if given one full year’s budgetary notice; although as a 
disincentive, any withdrawing municipality forfeits any assets previously transferred.   
 
SERESA is governed under the authority of a five-member board of directors appointed 
by each of the city government boards, along with police and fire representatives from 
the municipalities.  Public meetings of the board of directors are held on the second 
Wednesday of each month.  The board of directors is responsible, among other things, for 
setting policy, adopting the budget, approving contracts and expenditures, planning and 
securing funding for voice and data radio communication improvements, and appointing 
an executive director. Technological assistance and fiscal management services including 
accounting and payroll are provided by agreement from the City of Roseville.  SERESA 
is also housed in a building wholly owned by the City of Roseville.   
 
The executive director is responsible for carrying out the policies of the board of 
directors, for overseeing the day-to-day operations of the dispatch center, hiring all 
employees, and approving all purchase commitments of SERESA. The executive director 
is the official custodian of all records of SERESA, coordinates the recording of all 
property owned by SERESA, and certifies all payment vouchers prior to approval by the 
board of directors. The controller of Roseville is responsible for maintaining all financial 
accounting records of SERESA, collecting all revenues due to SERESA, investing all 
SERESA funds, issuing payment vouchers for goods, services, and payrolls, and 
maintaining property/casualty insurances under the present agreement between SERESA 
and the City of Roseville. 
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The information presented in the financial statements is perhaps best understood when it 
is considered from the broader perspective of the local economic environment in which 
SERESA operates.   
 
Regional Profile and Economic Conditions 
 
SERESA’s dispatch service area encompasses the cities of Eastpointe, Roseville, and St. 
Clair Shores, which are located near the southeast corner of Macomb County, adjacent to 
the southern boundary of Macomb County and north of the City of Detroit.  Freeway 
access to the southeast Michigan region is provided by Interstate-94 (I-94) and Interstate-
696 (I-696).  In addition, regional access is available using the bus system of the 
Suburban Mobility Authority for Regional Transportation (SMART) system.  These 
cities independently have grown and prospered significantly as three of southeastern 
Michigan’s earliest and strongest suburban communities. 
 
Like most communities, the cities of Eastpointe, Roseville, and St. Clair Shores in recent 
years have experienced double digit declines in market values on its real and personal 
properties.  Declining property values quickly parlay into smaller tax dollars available to 
support vital city programs and services. Unfortunately, even as the housing market 
stabilizes, under Proposal A, taxable value losses will be slow to recoup due to the 
mandated inflationary cap on property assessments.  No matter the rate of increase, it will 
take significant future years to restore any municipality to its prior funding level.  
Accordingly, all Michigan cities are challenged to reinvent the way they operate and 
provide essential core services to their residents. Resource sharing and collaborative 
partnerships among cities are viable approaches promoting maximum efficiency of 
limited resources while ensuring continued public safety services utilized by residents.  
Funding for SERESA is primarily derived from the participating members’ annual 
contributions.  SERESA adheres to a multi-year financial plan to address the challenges 
of expenditure control while seeking additional grant funding sources. 
 
Major Achievements and Results of Operations for 2014/2015 
 
SERESA provides essential public safety services with higher functions and support to 
the three municipal police and fire agencies at a lower-cost per call ratio. Performance 
metrics have been developed and a service call assessment process is in place.  The 
assessment results are communicated to the member communities on an annual basis. 
 
Services Metrics 

Operational 
• All 911 Calls:  76,838 
• Non-911 Calls (10-digit calls):  108,713 
• Total Outgoing Calls:  95,523 
• Total Calls for Service:  101,790 
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• Speed to answer: 
a. Mean:  5 Seconds 
b. Minimum:  N/A 
c. Maximum:  2:25 Minutes 
d. Speed to Dispatch:  2:04 Minutes 
e. Length of Average Call on Hold:  53 Seconds 

 
SERESA in 2014/2015 established several financial and operational objectives to be 
accomplished in the next fiscal year that will have a material impact on services and 
financial planning including: 
 

• Develop operational model ensuring the correct level of staffing with 
projected fiscal resources 

• Manage labor costs by negotiating fair but affordable wage and benefit 
packages that address fiscal challenges of member communities 

• Seek grant funding sources to support voice and data radio communications 
improvements 

• Implement five-year strategic plan: 
o Enhance the quality of SERESA’s E9-1-1 system to ensure all citizens 

and visitors have access to public safety services that are reliable, 
redundant, and secure 

o Implement network capabilities that support the statewide initiative for 
Next Generation (NG) 9-1-1 on local and regional level 

o Enhance quality of SERESA’s processes to ensure that all citizens, 
visitors, and first responders receive consistent and reliable service 
with every call for service 

o Ensure the financial stability of SERESA’s E9-1-1 communication 
system 

  
The Reporting Entity and Services Provided 
 
SERESA has defined its financial reporting entity in accordance with the 
pronouncements of the Governmental Accounting Standards Board (GASB). 
 
Financial Information 
 
Management of SERESA is responsible for establishing and maintaining internal controls 
designed to ensure that the assets of the Authority are protected from loss, theft, or 
misuse and to ensure that adequate accounting data are compiled to allow for the 
preparation of financial statements in conformity with generally accepted accounting 
principles.  The internal control is designed to provide reasonable, but not absolute, 
assurance that these objectives are met.  The concept of reasonable assurance recognizes 
that (1) the cost of a control should not exceed the benefits likely to be derived and (2) 
the valuation of costs and benefits requires estimates and judgments by management. 
 



To the Board of Directors  
Regional Emergency Services Authority 

 

5 

All internal control evaluations occur with the above framework.  We believe SERESA’s 
internal accounting controls adequately safeguard assets and provide reasonable 
assurance of proper recording of financial transactions. 
 
SERESA adopted a balanced FY 2014/2015 General Fund budget.   SERESA contributed 
$80,000 to fund balance in FY 2014/2015.  The increase to fund balance was a result of 
strong cost control efforts to commit additional amounts for the purchase of a new phone 
system.   
 
SERESA’s internal accounting controls adequately safeguard assets and provide 
reasonable assurance of proper recording of financial transactions. 
 
Budgeting Controls 
 
In accordance with state law, SERESA’s budget is prepared on the modified accrual basis 
for governmental-type funds, and its accounting records are also maintained on that basis.  
Under modified accrual accounting, revenues are recorded when they are both 
measurable and available.  Expenditures are recorded when a liability is incurred, except 
for interest on long-term debt.  
 
The objective of these budgetary controls is to ensure compliance with legal provisions 
embodied in the annual appropriated budget approved by SERESA’s governing body.  
Activities of the General Fund are included in the annual appropriated budget.  The level 
of budgetary control (that is, the level at which expenditures cannot legally exceed the 
appropriated amount) is established at the program unit level for the General Fund.  
However, for internal accounting purposes, budgetary control is maintained by object 
class (line account) for all funds.  The City of Roseville, on behalf of SERESA, also 
maintains an encumbrance accounting system as one technique of accomplishing 
budgetary control.  
 
Purchase orders that would create an over-encumbrance are not written until additional 
appropriations are available.  Encumbered accounts lapse at year end.  However, any 
encumbrances outstanding at June 30, 2015 are reported as reservations of fund balances. 
 
As demonstrated by the statements and schedules included in the financial section of this 
report, SERESA has met and will continue to meet its financial management 
responsibilities. 
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Independent Auditor's Report

To the Board of Directors
South East Regional Emergency

Services Authority

We have audited the accompanying financial statements of the governmental activities (full
accrual basis) and the General Fund (modified accrual basis) of the South East Regional
Emergency Services Authority (SERESA), as of and for the year ended June 30, 2015 and the
related notes to the financial statements, which collectively comprise the South East Regional
Emergency Services Authority'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. 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 opinions.
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To the Board of Directors
South East Regional Emergency

Services Authority

Opinions

In our opinion, the financial statements referred to above present fairly, in all material respects,
the respective financial position of the governmental activities (full accrual basis) and the General
Fund (modified accrual basis) of the South East Regional Emergency Services Authority as of
June 30, 2015 and the respective changes in its financial position for the year then ended, in
accordance with accounting principles generally accepted in the United States of America.

Emphasis of Matter

As discussed in Note 1 to the basic financial statements, during the year ended June 30, 2015,
the Authority adopted the new accounting guidance of GASB Statement No. 68, Accounting and
Financial Reporting for Pensions, which establishes acccounting and financial reporting standards
for defined benefit pensions provided to the employees of the governmental employers through
pension plans.  Our opinion was not modified with respect to this matter.

Other Matters

Required Supplemental Information

Accounting principles generally accepted in the United States of America require that the
management's discussion and analysis and the required supplemental information as identified 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, which 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 supplemental
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.

February 24, 2016
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Reviewing the Annual Report 
 
Our discussion and analysis of the South East Regional Emergency Services Authority’s (SERESA) 
financial performance provides an overview of SERESA’s financial activities for the year ended 
June 30, 2015.  Please read it in conjunction with SERESA’s financial statements. 
 
Financial Highlights 
 
As management of SERESA, we offer the readers of SERESA’s financial statements this narrative 
overview and analysis of the financial activity of SERESA for the year ended June 30, 2015.  We 
encourage readers to consider the information presented here in conjunction with additional 
information that we have furnished in our letter of transmittal, the financial statements, and the 
notes to the financial statements. In July 2010, the cities of Roseville, St. Clair Shores, and 
Eastpointe created a legal entity known as the “South East Regional Emergency Services 
Authority” (SERESA), which is responsible for the dispatching of emergency police, fire, and 
ambulance services throughout the member communities. Funding for SERESA is primarily 
derived from the participating members’ contributions based on dispatched calls for service.  
The Articles of Incorporation also allow funding to be from a dedicated millage or telephone 
operational surcharges. The Articles of Incorporation permit any participating municipality to 
withdraw upon the Authority, if given one full year’s budgetary notice. However, as a 
disincentive, any withdrawing municipality forfeits any assets previously transferred. SERESA is 
housed in a building wholly owned by the City of Roseville. The Authority also contracts with the 
City of Roseville to provide certain fiscal and technology assistance for an annual fee.  
 
Using this Annual Report 
 
This annual report consists of three parts - management’s discussion and analysis (this section), 
the basic financial statements, and required supplemental information. The basic financial 
statements include information that presents two different views of the Authority: 

 
• The first column of the financial statements includes information on SERESA’s General Fund 

under the modified accrual method.  This fund financial statement focuses on current 
financial resources and provides a more detailed view about the accountability of SERESA’s 
sources and uses of these funds. 
 

• The adjustment column of the financial statements represents adjustments necessary to 
convert the fund financial statements to the government-wide financial statements under the 
full accrual method. 
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• The third column is the government-wide financial statement column. This column provides 
both long-term and short-term information about SERESA’s overall financial status.  The 
statement of net assets and the statement of activities provide information about the 
activities of SERESA as a whole and present a longer-term view of SERESA’s finances.  These 
statements tell how SERESA was financed in the short term, as well as what remains for 
future spending. 

 
The financial statements also include notes that explain some of the information in the financial 
statements and provide more detailed data.  The statements are followed by a section of 
required information that further explains and supports the information in the financial 
statements. 
 
Governmental Activities 
 
The following table shows, in a condensed format, the current year’s net assets: 
 

Percent 
2014 2015 Change Change

Assets
Other assets 886,404$        1,215,795$     329,391$        37%
Capital assets 455,123          238,951          (216,172)        -47%

Total assets 1,341,527       1,454,746       113,219          8%

Liabilities
Current liabilities 129,249          378,640          249,391          193%
Long-term liabilities 94,160            124,564          30,404            32%

Total liabilities 223,409          503,204          279,795          125%

Net Position
Net investment in capital assets 455,123          238,951          (216,172)        -47%
Restricted 40,234            33,625            (6,609)            50%
Unrestricted 622,761          678,966          56,205            9%

Total net position 1,118,118$   951,542$      (166,576)$    -15%

Governmental Activities
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SERESA’s total net assets at June 30, 2015 were $951,542, including unrestricted net assets of 
$678,966. SERESA’s governmental current assets increased by $329,391 due to improved 
budgetary conditions.  Noncurrent assets decreased by $216,172, attributed to the depreciation 
of capital assets.  SERESA’s governmental current liabilities increased by $249,391, attributed to 
a liability to refund the members for contributions made in excess of operating costs during the 
year.  In addition, the Authority adopted a new accounting pronouncement, GASB Statement 
No. 68. This accounting pronouncement requires entities to recognize their unfunded pension 
benefit obligation on the full accrual level as a liability for the first time.  The net pension liability 
for the Authority related to the employees that participate in the St. Clair Shores pension system 
is zero.  This is a result of the City of St. Clair Shores keeping this liability at the time these 
employees transferred to SERESA. 
 
The following table shows, in a condensed format, the comparison of the changes in net assets 
for the years ended June 30: 
 

Percent 
2014 2015 Change Change

Revenue 
Program revenue:
   Member contributions 2,196,557$        1,907,574$        (288,983)$      -13%
   Member training grants 244,028             322,133             78,105            32%
   Investment earnings 226                    225                    (1)                   0%
   Other revenue 589                    146                    (443)               -75%

Total revenue 2,441,400          2,230,078          (211,322)        -9%

Program Expenses - Public Safety 2,484,163          2,396,654          (87,509)          -4%

Change in Net Position (42,763)$          (166,576)$        (123,813)$    290%

Governmental Activities

 
SERESA’s governmental revenue totaled $2,230,078 of which $1,907,574 or approximately 86 
percent was derived primarily from participating members’ contributions. SERESA’s 
governmental expenditures total $2,396,654, of which $1,755,097 or approximately 73 percent 
is attributed to personnel-related expenditures.  The decrease in overall expenditures is 
primarily attributed to cost savings related to the restructuring of health benefits for personnel. 



South East Regional Emergency Services Authority 

Management’s Discussion and Analysis (Continued) 

12 

General Fund Budgetary Highlights 
 
SERESA’s administration monitors and amends the budget to take into account unanticipated 
expenditures that were incurred during the year. SERESA adopted a balanced budget for fiscal 
year 2014-2015.  The budget was formally amended once for fiscal year 2014-2015. A budgetary 
comparison statement has been provided herein to demonstrate compliance with this budget.  
At year end, actual revenue was approximately $28,000 lower than budgeted amounts 
attributable to an increase in amounts refunded to the contributing members.  Actual 
expenditures were approximately $28,000 lower than budgeted amounts primarily attributable 
to overestimated personnel staffing fringe benefit expenditures.  SERESA contributed $80,000 to 
its fund balance in fiscal year 2014-2015.  For fiscal year 2015-2016 and beyond, management 
has developed a comprehensive multi-year financial forecast that will be updated annually and 
reflected as part of the Authority’s annual operating budget.  
 
Capital Asset and Debt Administration 
 
At year end, SERESA had $238,951 in net capital assets consisting primarily of computer 
equipment and leasehold improvements. SERESA received the majority of these assets through a 
federal grant originally awarded to the City of Roseville for the sole purpose of developing a 
centralized dispatching facility. Accordingly, SERESA did not issue any debt towards the purchase 
or construction of the above-mentioned capital assets.   

Economic Factors and Next Year’s Budget 
 
Funding for SERESA is primarily derived from the participating members’ contributions.  
Unfortunately, prior to the most recent fiscal year, property assessments in member 
communities have experienced double-digit declines in market values on its real and personal 
properties.  Declining property values quickly parlay into smaller tax dollars available to support 
vital programs and services. Many expenses that are contractual in nature, on the other hand, 
continue to rise faster than inflation.  Early indications show the stabilization of taxable values in 
member communities that may result in improved future revenue streams.  For fiscal year 2015-
2016, management will continue to monitor budgetary concerns by reviewing SERESA’s 
operational model to ensure the correct level of staffing is supported by available financial 
resources. SERESA’s current labor agreements expire June 30, 2016.  At that time, the SERESA 
board plans to continue to manage labor costs by negotiating fair but affordable wage and benefit 
packages that address the fiscal challenges of the member communities.  SERESA continues to 
pursue new service-sharing agreements with surrounding communities and seeks additional 
grant funding sources while it monitors and adjusts expenditures to ensure adequate financial 
reserves are maintained. 
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Contacting SERESA’s Management 
 
This financial report is intended to provide the member communities, as well as potential new 
members, with a general overview of SERESA’s activities and to show the Authority’s 
accountability for the money it receives. If you have questions about this report or need 
additional information, we welcome you to contact SERESA directly. 

 
 
 



South East Regional Emergency Services Authority

Statement of Net Position/Governmental Fund Balance Sheet
June 30, 2015

General Fund -
Modified

Accrual Basis
 Adjustments

(Note 2)

Statement of
Net Position -
Full Accrual

Basis

Assets
Cash and cash equivalents (Note 3) $ 890,100 $ - $ 890,100
Due from County for 911 wireless 266,991 - 266,991
Prepaid expenses 58,704 - 58,704

Leasehold improvements and equipment - Net (Note 4) - 238,951 238,951

Total assets $ 1,215,795 238,951 1,454,746

Liabilities
Accounts payable $ 24,770 - 24,770
Due to members 274,026 - 274,026
Accrued liabilities and other 78,344 - 78,344
Unearned revenue 1,500 - 1,500
Compensated absences (Note 5):

Due within one year - 76,611 76,611

Due in more than one year - 47,953 47,953

Total liabilities 378,640 124,564 503,204

Fund Balance
Nonspendable 58,704 (58,704) -
Restricted - 911 funds 33,625 (33,625) -
Committed - Radio communication system improvements 180,000 (180,000) -

Unassigned 564,826 (564,826) -

Total fund balance 837,155 (837,155) -

Total liabilities and fund balance $ 1,215,795

Net Position
Net investment in capital assets 238,951 238,951
Restricted for 911 dispatch 33,625 33,625

Unrestricted 678,966 678,966

Total net position $ 951,542 $ 951,542

The Notes to Financial Statements are an
Integral Part of this Statement. 14



South East Regional Emergency Services Authority

Statement of Activities/Governmental Fund Revenues,
Expenditures, and Changes in Net Position

Year Ended June 30, 2015

General Fund -
Modified

Accrual Basis
 Adjustments

(Note 2)

Statement of
Activities -
Full Accrual

Basis

Revenue
City of St. Clair Shores $ 705,849 $ - $ 705,849
City of Eastpointe 553,234 - 553,234
City of Roseville 648,491 - 648,491
911 wireless training grants 292,457 - 292,457
Grants - Other 29,676 - 29,676
Miscellaneous 146 - 146

Investment earnings 225 - 225

Total revenue 2,230,078 - 2,230,078

Expenditures/Expenses
Salaries 1,273,802 30,404 1,304,206
Fringe benefits 481,295 - 481,295
Operating supplies and sundry 78,129 - 78,129
Professional fees, promotion, training, and other 172,902 - 172,902
Administration fees 123,720 - 123,720
Depreciation expense - 232,794 232,794

Capital outlay 20,230 (16,622) 3,608

Total expenditures/expenses 2,150,078 246,576 2,396,654

Net Change in Fund Balances/Net Position 80,000 (246,576) (166,576)

Fund Balances/Net Position - Beginning of year 757,155 360,963 1,118,118

Fund Balances/Net Position - End of year $ 837,155 $ 114,387 $ 951,542

The Notes to Financial Statements are an
Integral Part of this Statement. 15



South East Regional Emergency Services Authority

Notes to Financial Statements
June 30, 2015

Note 1 - Summary of Significant Accounting Policies

The following is a summary of the significant accounting policies used by the South East
Regional Emergency Services Authority (the "Authority"):

Reporting Entity

The Authority was established as a legal entity in September 2010 to oversee police,
fire, and emergency medical dispatch services for the participating cities of Roseville,
Eastpointe, and St. Clair Shores. The Authority’s board is comprised of five members.
Three members are appointed by each of the member communities. The remaining two
members consist of one police chief and one fire chief appointed by the board itself.
Revenue is derived principally from participating members' contributions based primarily
upon dispatch calls for service annually.

Accounting and Reporting Principles

The Authority follows accounting principles generally accepted in the United States of
America (GAAP) as applicable to governmental units. Accounting and financial reporting
pronouncements are promulgated by the Governmental Accounting Standards Board. 

Report Presentation

Governmental accounting principles require that financial reports include two different
perspectives: the government-wide perspective and the fund-based perspective. The
general fund column presents its activities on the modified accrual basis of accounting, as
discussed above, which demonstrates accountability for how the current resources have
been spent. The government-wide column is presented on the economic resources
measurement focus and the full accrual basis of accounting in order to measure the cost
of providing government services and the extent to which consituents have paid the full
cost of government services.

On the full accrual basis of accounting, revenue is recorded when earned and expenses
are recorded when a liability is incurred, regardless of the timing of related cash flows.
Grants and similar items are recognized as revenue as soon as all eligibility requirements
imposed by the provider have been met.

Fund Accounting

The Authority accounts for its various activities in a single fund.

Governmental funds include all activities that provide general governmental services
that are not business-type activities. This includes the General Fund. The Authority
reports the General Fund as a “major” governmental fund; the General Fund represents
the Authority's primary operating fund. It accounts for all financial resources of the
Authority.

16



South East Regional Emergency Services Authority

Notes to Financial Statements
June 30, 2015

Note 1 - Summary of Significant Accounting Policies (Continued)

Basis of Accounting

The governmental fund uses the current financial resources measurement focus and the
modified accrual basis of accounting. This basis of accounting is intended to better
demonstrate accountability for how the government has spent its resources. 

Expenditures are reported when the goods are received or the services are rendered.
Capital outlays are reported as expenditures (rather than as capital assets) because they
reduce the ability to spend resources in the future; conversely, employee benefit costs
that will be funded in the future (such as sick and vacation pay) are not counted until
they come due for payment.

Revenue is not recognized until it is collected, or collected soon enough after the end of
the year that it is available to pay for obligations outstanding at the end of the year. For
this purpose, the Authority considers amounts collected within 60 days of year end to
be available for recognition. All revenue was collected by the Authority prior to June 30,
2015. Member contributions are the Authority's main revenue source and meet the
availability criterion.

Specific Balances and Transactions

Cash and Cash Equivalents - Cash and cash equivalents include cash on hand, demand
deposits, and short-term investments with a maturity of three months or less when
acquired.

Prepaid Expenses - Certain payments to vendors reflect costs applicable to future
fiscal years and are recorded as prepaid items in both government-wide and fund
financial statements.

Capital Assets - Capital assets, which include leasehold improvements and equipment,
are reported in the applicable governmental or business-type activities column in the
government-wide financial statements.  Capital assets are defined by the Authority as
assets with an initial individual cost of more than $5,000 and an estimated useful life in
excess of one year.  Such assets 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. 

Capital assets are depreciated using the straight-line method over the following useful
lives:

Capital Asset Class Lives

Leasehold improvements 10 years
Equipment 5 years
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South East Regional Emergency Services Authority

Notes to Financial Statements
June 30, 2015

Note 1 - Summary of Significant Accounting Policies (Continued)

Fund Balance Flow Assumption

Sometimes the Authority will fund outlays for a particular purpose from both restricted
and unrestricted resources (the total of committed, assigned, and unassigned fund
balances). In order to calculate the amounts to report as restricted, committed,
assigned, and unassigned fund balances in the governmental fund financial statements, a
flow assumption must be made about the order in which the resources are considered
to be applied. It is the Authority’s policy to consider restricted fund balance to have
been depleted before using any of the components of unrestricted fund balance.
Further, when the components of unrestricted fund balance can be used for the same
purpose, committed fund balance is depleted first, followed by assigned fund balance.
Unassigned fund balance is applied last.

Fund Balance Policies

Fund balance of governmental funds is reported in various categories based on the
nature of any limitations requiring the use of resources for specific purposes. The
Authority itself can establish limitations on the use of resources through either a
commitment (committed fund balance) or an assignment (assigned fund balance).

The committed fund balance classification includes amounts that can be used only for
the specific purposes determined by a formal action of the government’s highest level of
decision-making authority. The board is the highest level of decision-making authority
for the Authority that can, by adoption of an ordinance prior to the end of the fiscal
year, commit fund balance. Once adopted, the limitation imposed by the ordinance
remains in place until a similar action is taken (the adoption of another ordinance) to
remove or revise the limitation.

Amounts in the assigned fund balance classification are intended to be used by the
Authority for specific purposes, but do not meet the criteria to be classified as
committed. The board may also assign fund balance as it does when appropriating fund
balance to cover a gap between estimated revenue and appropriations in the
subsequent year’s appropriated budget. Unlike commitments, assignments generally
only exist temporarily. In other words, an additional action does not normally have to be
taken for the removal of an assignment. Conversely, as discussed above, an additional
action is essential to either remove or revise a commitment.

Compensated Absences (Vacation and Sick Leave) - It is the Authority's policy to
permit employees to accumulate earned but unused sick and vacation pay benefits. All
vacation pay is accrued when incurred in the Authority's financial statements.  A liability
for these amounts is reported in the General Fund only for employee terminations as of
year end.
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South East Regional Emergency Services Authority

Notes to Financial Statements
June 30, 2015

Note 1 - Summary of Significant Accounting Policies (Continued)

Use of Estimates - The preparation of financial statements in conformity with
accounting principles generally accepted in the United States of America 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 revenue and expenses during the
period.  Actual results could differ from those estimates.

Accounting and Reporting Change - In the current year, the Authority implemented
Governmental Accounting Standards Board (GASB) Statement No. 68, Accounting and
Financial Reporting for Pensions - An Amendment of GASB Statement No. 27.  The objective
of this statement is to improve accounting and financial reporting by state and local
governments for pensions.  

Note 2 - Reconciliation of Modified Accrual Financial Statements to the
Full Accrual Financial Statements

Net position reported in the statement of net position column is different than the fund
balance reported in the individual fund column because of the different measurement
focus and basis of accounting, as discussed in Note 1. Below is a reconciliation of the
differences:

Total Fund Balance $ 837,155

Amounts reported in the statement of net position are different
because:

Capital assets used in governmental activities are not financial
resources and are not reported in the funds 238,951

Long-term liabilities are not due and payable in the current
period and are not reported in the funds - Compensated
absences (124,564)

Net Position $ 951,542
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South East Regional Emergency Services Authority

Notes to Financial Statements
June 30, 2015

Note 2 - Reconciliation of Modified Accrual Financial Statements to the
Full Accrual Financial Statements (Continued)

The change in net position reported in the statement of activities column is different
than the change in fund balance reported in the individual fund columns because of the
different measurement focus and basis of accounting, as discussed in Note 1. Below is a
reconciliation of the differences:

Net Change in Fund Balances - Total Governmental Funds $ 80,000

Amounts reported for governmental activities in the statement of
activities are different because:

Governmental funds report capital outlays as expenditures;
however, in the statement of activities, these costs are
allocated over their estimated useful lives as depreciation:
Depreciation expense (232,794)
Capital outlay 16,622

Long-term liabilities related to compensated absences are
recorded and expensed in the government-wide funds,
but not the governmental funds (30,404)

Change in Net Position of Governmental Activities $ (166,576)

Note 3 - Cash and Cash Equivalents    

Michigan Compiled Laws Section 129.91 (Public Act 20 of 1943, as amended) authorizes
local governmental units to make deposits and invest in the accounts of federally insured
banks, credit unions, and savings and loan associations that have offices in Michigan.  The
Authority is allowed to invest in bonds, securities, and other direct obligations of the
United States or any agency or instrumentality of the United States; repurchase
agreements; bankers' acceptances of United States banks; commercial paper rated
within the two highest classifications, which matures not more than 270 days after the
date of purchase; obligations of the State of Michigan or its political subdivisions, which
are rated as investment grade; and mutual funds composed of investment vehicles that
are legal for direct investment by local units of government in Michigan.

The Authority has designated one bank for the deposit of its funds.  The investment
policy adopted by the Authority in accordance with Public Act 196 of 1997 has
authorized investments in bonds and securities of the United States government, bank
accounts, and CDs, but not the remainder of state statutory authority as listed above.
The Authority's deposits and investment policies are in accordance with statutory
authority.
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South East Regional Emergency Services Authority

Notes to Financial Statements
June 30, 2015

Note 3 - Cash and Cash Equivalents (Continued)

The Authority manages its cash and investments through a sweep account managed by
the City of Roseville. As of June 30, 2015, the balance in the sweep account was
$890,100.

The Authority's cash is subject to custodial credit risk, which is examined in more detail
below:

Custodial Credit Risk of Bank Deposits

Custodial credit risk is the risk that in the event of a bank failure, the Authority's
deposits may not be returned to it. The Authority does not have a deposit policy for
custodial credit risk. At year end, the Authority had $890,100 of bank deposits
(certificates of deposit and checking and savings accounts) that were uninsured and
uncollateralized.  The Authority's cash is comingled with other pooled cash managed by
the City of Roseville and there is no separate insurance for the Authority. The Authority
believes that due to the dollar amounts of cash deposits and the limits of FDIC
insurance, it is impractical to insure all deposits.  As a result, the Authority evaluates
each financial institution with which it deposits funds and assesses the level of risk of
each institution; only those institutions with an acceptable estimated risk level are used
as depositories.

Note 4 - Leasehold Improvements and Equipment  

A summary of changes in leasehold improvements and equipment for governmental
activities is as follows:

Balance 
July 1, 2014 Additions Disposals

Balance 
June 30, 2015

Capital assets being depreciated:
Leasehold improvements $ 157,845 $ - $ - $ 157,845

Machinery and equipment 1,075,167 16,622 - 1,091,789

Subtotal 1,233,012 16,622 - 1,249,634

Accumulated depreciation:
Leasehold improvements 55,717 16,099 - 71,816

Machinery and equipment 722,172 216,695 - 938,867

Subtotal 777,889 232,794 - 1,010,683

Net capital assets being depreciated $ 455,123 $ (216,172) $ - $ 238,951

Total depreciation for the year ended June 30, 2015 was $232,794.
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June 30, 2015

Note 5 - Long-term Liabilities  

The following is a summary of the long-term liabilities of the Authority for the year
ended June 30, 2015:

Balance
July 1, 2014 Additions Reductions

Balance
June 30, 2015

Due Within
One Year

Accrued compensated
absences $ 94,160 $ 193,686 $ 163,282 $ 124,564 $ 76,611

Note 6 - Risk Management  

The Authority is exposed to various risks of loss related to property loss, torts, errors
and omissions, and employee injuries (workers' compensation), as well as medical
benefits provided to employees. The Authority purchased commercial insurance for
property loss, torts, errors and ommissions, and workers' compensation claims and
medical benefit claims that fulfill statutory requirements. The Authority is fully-insured
for claims relating to general liability, property loss claims, workers' compensation, and
employee medical claims.

Note 7 - Cost-sharing Defined Benefit Pension Plan  

Plan Description - The St. Clair Shores General Employees' Retirement
System provides pensions for all full-time employees of the City of St. Clair Shores and
three employees of the Authority. The plan is a cost-sharing multiple-employer defined
benefit pension plan administered by the City of St. Clair Shores.  The plan issues a
publicly available financial report that will be included in financial statements and
required supplemental information for the system. That report may be obtained by
writing to the system at the City of St. Clair Shores, 27600 Jefferson Circle Drive, St.
Clair Shores, Michigan 48081.

Benefits Provided - The plan provides retirement, disability, and death benefits. No
new hires are eligible to participate in the plan because it is a closed plan. Plan members
are eligible for regular retirement benefits beginning at age 50 with 25 years of service,
or at age 60 with 10 or more years of service. Depending on the applicable collective
bargaining agreement, the annual benefit amount is calculated as total service multiplied
by 2.5 percent of average final compensation with a maximum of either 62.5, 75, or 80
percent of average final compensation. Average final compensation is based on the
highest five non-consecutive years out of the last 10 years worked. For some collective
bargaining agreements, it is calculated as the highest five consecutive years out of the
last 10 years worked. All plan members are eligible for deferred retirement after 10
years of service with benefits beginning at age 60. The annual benefit amount is
calculated as regular retirement, but is based on average final compensation and service
at time of termination.
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Note 7 - Cost-sharing Defined Benefit Pension Plan (Continued)

All plan members are eligible for duty and non-duty disability retirement. There is no
age or service requirement for duty disability retirement and the annual benefit is
calculated as regular retirement with a minimum benefit of 20 percent of average final
compensation. Upon termination of workers' compensation or age 60, whichever
occurs first, the benefit is recomputed to include additional service credit for the period
workers' compensation was paid. Plan members become eligible for non-duty disability
retirement at 10 or more years of service. The annual benefit is calculated as regular
retirement.

All plan members are eligible for the death-in-service survivor pension benefit at 10
years of service. The annual benefit is calculated as regular retirement, but is actuarially
reduced in accordance with a 100 percent joint and survivor election.

Benefit terms provide for cost-of-living adjustments to each member’s retirement
allowance subsequent to the member’s retirement date, depending on the terms of the
collective bargaining agreement. The adjustment includes a 5 percent increase at age 60
or five years after retirement, whichever is later, with a second increase of 5 percent
five years after the first increase.

Contributions - Article 9, Section 24 of the State of Michigan constitution requires that
financial benefits arising on account of employee service rendered in each year be
funded during that year. Accordingly, the General Employees' Retirement Board retains
an independent actuary to determine the annual contribution. The actuarially
determined rate is the estimated amount necessary to finance the costs of benefits
earned by plan members during the year, with an additional amount to finance any
unfunded accrued liability.  Contribution requirements of plan members are established
and may be amended by the board of trustees in accordance with the City Charter,
union contracts, and plan provisions. For the year ended June 30, 2015, the Authority
contributed $22,529.  Under the transfer of operations agreement, the Authority is only
liable for the payment of the normal cost portion of the annual contribution.

Payable to the Pension Plan

At June 30, 2015, the Authority had no outstanding amount for contributions to the Plan
required for the year ended June 30, 2015. 

Net Pension Liability, Deferrals, and Pension Expense  

At June 30, 2015, the Authority did not report a net pension liability.  The net pension
liability was measured as of June 30, 2015.  The Authority pays the normal cost to the
City of St. Clair Shores each year and 100 percent of the net pension liability remains
with the City of St. Clair Shores.  The net pension liability was measured as of June 30,
2015.
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Note 7 - Cost-sharing Defined Benefit Pension Plan (Continued)

Actuarial Assumptions - The total pension liability in the June 30, 2015 actuarial
valuation was determined using the following actuarial assumptions, applied to all
periods included in the measurement:

Inflation %4.0
Salary increases %5.9 Average, including inflation
Investment rate of return %8.0 Net of pension plan investment

expense, including inflation

Mortality rates were based on the RP-2000 table projected to 2008. This table provides
no margin for future mortality improvement. The actuarial assumptions used in the June
30, 2015 valuation were based on the results of the actuarial experience study for the
period from 2002 to 2007.

Discount Rate - The discount rate used to measure the total pension liability was 8.0
percent.  The projection of cash flows used to determine the discount rate assumed that
employee contributions will be made at the current contribution rate and that employer
contributions will be made at rates equal to the difference between actuarially
determined contribution rates and the employee rate. 

Projected Cash Flows

Based on those assumptions, the pension plan’s fiduciary net position was projected to
be available to make all projected 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. 

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. Best
estimates of arithmetic real rates of return as of June 30, 2015 are as follows:

Asset Class
Target

Allocation

Long-term
Expected Real
Rate of Return

Global equity %56 %8.0
Global fixed 30 2.9
Hedge funds 6 4.0
Real estate 6 8.0
Cash 2 1.0
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Note 8 - Defined Contribution Retirement Plan  

Employees of the Authority, except those previously covered by the City of St. Clair
Shores General Employees' Retirement System, are participants in a defined
contribution plan sponsored by the Authority. The plan requires an employer
contribution of 10 percent of the employee’s base wages and a required employee
contribution of 5 percent of an employee’s base wages. Employer contributions vest at
the end of eight years of service. In accordance with these requirements, the Authority
contributed $98,663 and employees contributed $49,331.

Note 9 - Defined Contribution Healthcare Plan  

Employees of the Authority, except those previously covered by the City of St. Clair
Shores Retiree Healthcare Plan, are participants in a retirement health savings defined
contribution plan sponsored by the Authority. The plan requires an employer
contribution of 2.0 percent of the employee’s base wages and a required employee
contribution of 1.0 percent of an employee’s base wages. In accordance with these
requirements, the Authority contributed $19,750 during the current year and the
employees contributed $9,875.

Former employees of the City of St. Clair Shores continue to be covered under their
respective former employer’s retiree healthcare plans, with the Authority covering
payments for current service, as calculated by an actuary. Descriptions of the plan are as
follows:

Plan Description - The Authority participates in the City of St. Clair Shores General
Retiree Healthcare Plan, a defined benefit healthcare plan that is administered by the
City of St. Clair Shores. This plan covers most full-time employees of the City of St. Clair
Shores and the three employees of the Authority.  The City of St. Clair Shores General
Retiree Healthcare Plan provides medical and prescription benefits to eligible retirees
and their dependents. 

Funding Policy - The obligation to contribute to and maintain the City of St. Clair
Shores General Retiree Healthcare Plan for these employees was established by
negotiation with the City of St. Clair Shores' and the Authority’s competitive bargaining
units. In accordance with these requirements, the Authority contributed $65,362 during
the current year.

Note 10 - Participating Municipalities  

South East Regional Emergency Services Authority is a joint venture of three
municipalities. Participating municipalities include the cities of Roseville, Eastpointe, and
St. Clair Shores, Michigan. The municipalities record an equity interest in the Authority's
net position.
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Note 10 - Participating Municipalities (Continued)

The following table summarizes the municipalities' current equity interest percentages
and cumulative equity interest as of June 30, 2015:

Equity Interest
Percentage Equity Interest

Roseville %34.0 $ 396,660
Eastpointe 29.0 241,121
St. Clair Shores 37.0 313,761

Note 11 - Upcoming Accounting Pronouncements  

In February 2015, the Governmental Accounting Standards Board issued GASB
Statement No. 72, Fair Value Measurement and Application.  The requirements of this
statement will enhance comparability of financial statements among governments by
requiring measurement of certain assets and liabilities at fair value using a consistent and
more detailed definition of fair value and acceptable valuation techniques.  This
statement also will enhance fair value application guidance and related disclosures in
order to provide information to financial statement users about the impact of fair value
measurements on a government’s financial position.  GASB Statement No. 72 is
required to be adopted for years beginning after June 15, 2015.  The Authority is
currently evaluating the impact this standard will have on the financial statements when
adopted, during the Authority's 2015-2016 fiscal year. 
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South East Regional Emergency Services Authority

Required Supplemental Information
Budgetary Comparison Schedule - General Fund

Year Ended June 30, 2015

Original

Budget

Amended

Budget Actual

Variance with

Amended

Budget

Revenue
Member contributions $ 2,181,600 $ 1,933,414 $ 1,907,574 $ (25,840)
911 wireless training grants 244,028 294,364 292,457 (1,907)
Grants - Other - 29,676 29,676 -
Miscellaneous 100 160 146 (14)

Investment earnings 100 225 225 -

Total revenue 2,425,828 2,257,839 2,230,078 (27,761)

Expenditures/Expenses
Salaries 1,386,819 1,280,000 1,273,802 6,198
Fringe benefits 648,289 500,377 481,295 19,082
Operating supplies and sundry 83,750 81,395 78,129 3,266
Professional fees, promotion,

training, and other 130,750 177,539 172,902 4,637
Administrative fee 123,720 123,720 123,720 -

Capital outlay 52,500 14,808 20,230 (5,422)

Total expenditures/expenses 2,425,828 2,177,839 2,150,078 27,761

Excess of Revenue Over
Expenditures - 80,000 80,000 -

Fund Balances - Beginning of year 757,155 757,155 757,155 -

Fund Balances - End of year $ 757,155 $ 837,155 $ 837,155 $ -
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South East Regional Emergency Services Authority

Note to Required Supplemental Information
Year Ended June 30, 2015

Budgetary Information - The annual budget is prepared and adopted by South East Regional
Emergency Services Authority members; subsequent amendments are approved by the
Authority's members. Unexpended appropriations lapse at year end; encumbrances are not
included as expenditures. The amount of encumbrances outstanding at June 30, 2015 has not
been calculated. During the current year, the budget was amended in a legally permissible
manner and approved prior to June 30, 2015. The impact of the amendments on total budgeted
revenue and expenditures is as follows.

Revenue - Decrease $ (167,989)
Expenditures - Decrease (247,989)

The budget statement (statement of revenue, expenditures, and changes in fund balance -
budget and actual - General Fund) is presented in accordance with accounting principles
generally accepted in the United States of America, which is the same basis of accounting used in
preparing the adopted budget.  The budget has been adopted at the program unit level;
expenditures at this level in excess of amounts budgeted are a violation of Michigan law. There
was an unfavorable budget variance in the capital outlay line item.  A comparison of actual results
of operations to the budget as adopted is included in the required supplemental information. 
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Required Supplemental Information
Schedule of Authority Contributions

St. Clair Shores General Employees' Retirement System
Last Five Fiscal Years

2015 2014 2013 2012 2011

Contractually required contribution $ 22,529 $ 33,025 $ 31,774 $ 58,563 $ 27,913

Contributions in relation to the contractually required contribution 22,529 33,025 31,774 58,563 27,913

Contribution Deficiency $ - $ - $ - $ - $ -

Authority's Covered Employee Payroll $ 169,742 $ 233,959 $ 297,233 $ 393,244 $ 176,330

Contributions as a Percentage of Covered Employee Payroll %13.3 %14.1 %10.7 %14.9 %15.8
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Required Supplemental Information
Schedule of the Authority's Proportionate Share of the Net Pension Liability

St. Clair Shores General Employees' Retirement System
Last Five Fiscal Years

2015 2014 2013 2012 2011

Authority's proportion of the net pension liability (asset) %- %- %- %- %-

Authority's proportionate share of the net pension liability (asset) $ - $ - $ - $ - $ -

Authority's covered employee payroll $ - $ - $ - $ - $ -

Authority's Proportionate Share of the Net Pension Liability
(Asset) as a Percentage of its Covered Employee Payroll %DIV/0 %DIV/0 %DIV/0 %DIV/0 %DIV/0

Plan Fiduciary Net Position as a Percent of Total Pension
Liability %- %- %- %- %-
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