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We have audited the accompanying financial statements of Scotts Valley Fire Protection District as of
and for the years ended June 30, 2014, 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 contrel relevant ta the preparation and fair
presentation of financial statements that are free of material misstatement, whether due to fraud or
error.

Auditor's Responsibility

Our respansibility is to express an opinion on these financial statements based on our audit. We
conducted our audit in accordance with auditing standards generaily accepted in the United States of
America applicable to financial audits contained in Governmental Auditing Standards issued by the
Comptrolier General of the United States. Those standards require that we plan and perfarm the audit
to obtain reasonable assurance about whether the financial statements are free of material
misstatement,

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in
the financial statements. The procedures selected depend on the auditor’s judgment, including the
assessment of the risks of material misstatement of the financial statements, whether due to fraud or
error. |n making those risk assessments, the auditor considers internal cantrol 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 contral. 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 overali presentation of
the financial statements,

We believe that cur audit evidence we have abtained is sufficient and appropriate to provide a basis for
our audit opinion.

Lertifted Pablic Accoumant * Zachary Pebling ¢ \lastor of Business Administration
ZBBE Marina View Inive | Bedest valle 08 ¥

LA IR

v e Thooem s Sechu PellingUP S som




Opinion

In our opinion, the financial statements referred to above present fairly, in all material respects, the
financial position of Scotts Valley Fire Protection District as of June 30, 2014, and the respective changes
in financial position, and cash flows for the years then ended, in conformity with accounting principles
generally accepted in the United States of America.

Cther Matters

Accounting principles generally accepted in the United States of America require that the management’s
discussion and analysis information and Budget VS. Actual comparison be presented to supplement the
basic financial statements. Such information, although not a part of the basic financial statemeants, is
required by the Governmental Accounting Standards Board who considers it to be an essential part of
financial reporting for placing the 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 principally of inquiries of management regarding the methods of preparing the
information and comparing the information for consistency with managements responses to our
inquiries, the basic financial statements, and other knowledge we abtained during our audit of the basic
financial statements. We do not express an opinion or provide any assurances on the information
because the limited procedures do not provide us with sufficient evidence to EXPress an opinion or
provide an assurance,

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated October 31,
2014, on our consideration of the Scotts Valiey Fire Protection District’s internal control over financial
reporting and on our tests of its compliance with certain provisions of faws, regulations, contracts, and
grant agreements and other matters. The purpose of that report is to describe the scope of our testing
of internal control over financial reporting and compliance and the results of that testing, and not to
provide an opinion on the internal control over financiai reporting ar on compliance. That report is an
integral part of an audit performed in accardance with Government Auditing Standards and should be
considered in assessing the results of our audit.

Pehling & Pehiing, CPA's
An Accountancy Corporation
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SCOTTS VALLEY
FIRE PROTECTION DISTRICT

7 Erba Lane, Scotts Valley, California 95066 (831) 438-0211 Fax (831) 438-0383

Danisl J. Grebil
Fire Chief

October 31, 2014

The Scouts Valley Fire Protection District provides fire protection services to a twenty-two and
one-hall square mile area of Santa Cruz Coumy from the Santa Cruz city limits 10 Laurel
Curve and from Henry Cowell State Park to Glen Canyon/Vine Hill Roads and includes alt of
the City of Scouts Valley. The population of the District is approximately eighteen thousand
six hundred. including about eleven thousand within the city limits. The District is a separute
government body. not part of the City of Scotts Valley, known as a Special District and is
governed by an elected board of five citizens, This section ol the District's financial repont
presents our discussion and analysis of the District's {inancial performance during the Gseal
year ending June 30, 2014,

Description of the Basic Financial Statements

The financial statements consist of the following parts: Management's discussion and analvsis:
the basic financial statements consisting ol government-wide financial statements. and fund
financial swatements (governmental and fiduciary): notes 1o the lnancial statements: and
required supplementary information.

The basic government-wide and fund financial statements present the financial results on
different methods of accounting. Included in the financial statements are reconciliaions that
explain the difference between the two methads.

Government-wide financial statements are prepared on the modified scerual basic of
accounting and economic resources focus. The required financial statements are: Statement of
Net Assets (Statement A) and Staternent of Activities, The Statement of Net Assets reparts ull
assets and liabiities, both financial and capial. and shori-term and long-term, of the District.
The Statement of” Activities reports all revenue and expenses during the vear, regardless of
when cash was received or paid.

Governmental Funds financial siatements are prepared on the modified accrual basis of
accounting and current financial resources focus. This is the traditional form for our fnancial
statements. The required linancial statements are Balance Sheet, and Statement of Revenues.
Expenditures. and Changes in Fund Balances. The Balance Sheetl shows only asseis and
Habilities that come due during the year or soon thereafier: no capital assets or fong-iorm
liabilities are included.  The Statement of Revenues. Expenditures. and Changes in und
Balances reporls revenue for which cash is received during or soon alter the end of the sear:
expenditures when goods or services have been received and payment is due during or suon
afier the end of the vear.
Board of Directors
Jane Armstrong Rudy Cabigas Alan Smith Art Smith Joshua Warren




Reconciliation of the Governmental Fund Balance Sheet 10 the Government-Wide Statement of
Nel Assets explains the differences between the two balance sheets.  Reconciliation of the
Statement Revenues. Expenditures. and Changes in Fund Balances of Governmental Funds o
the Statement of Activilies traces the change in fund balances 1o the change in net position.

Governmental Fiduciary financial statements for the Hazardous Materials Interagency Team
are prepared on the accrual basts of accounting and economic resources focus, The required
financial statements are; Statement of Fiduciary Net Position and Statement of Activities and
Changes in Fiduciary Net Position.  The Statement ol Net Position report all assets and
liabilities. both financiat and capital. and short-term and Jong-term ol the fund. The Statement
ol Activities reports all revenue and expenses of the und during the vear, regardless of when
the cash is received or paid.

The Government-Wide and Governmental Funds [inancial statements show the results ol the
following funds:

General Fund - This fund is used 10 finance the operations of the District.  Tax revenues are
placed in the General Fund and regular operating expenses are charged here. Funds to be used
for capital equipment and projects are tansferred from the General Fund o the Capital Outlay
Fund.

Zone A - A legally formed zone of benefits established in 1969 that receives revenues and
makes expenditures designated for capital projects that benefit a specific zone in the southern
portion ol the District, Zone A's Board of Directors is the sanie as the board of Directors of the
District,

Capital Outlay Fund - Used to separate funds for capital equipment and projects. Al capital
expenditures are taken from this fund. Funds in this account come {rom revenue transierred
from the General Fund to be used for capitat improvements. the sale of existing assets (such as

land). grants, and interest received on the balance of the Tund.

The fiduciary fund financial statements show the resuits of the following::

Santa Cruz Mazardous Materials Interagency Team (SCHMIT) - The Distriet reports the
resources held and administered by the District in acting in a fiduciary capacity for other
agencies involved in the Team. Operational funding is received through a memorandum of
undersianding with Santa Cruz County. UCSC. City of Scous Valley. City of Capitola, City of
Santa Cruz. City of Watsonville. and the California Stue Parks. Additional funding had been
recetved from grants.

Financial Analysis of the District as a Whole

Net Pasition - The Districts net position increased by $36.002 for the fiscal vear ended June 30,
2014, Approximately 70 percent of the $3.355.311 in net position. $3.76(1.900 are invested in
capital assets (net of accumulated depreciation and related debi),

The foltowing charts can be used o compare the Net Position and the Revenues and Expenses
of the District over time.
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Financial Analysis of the Distriet's Funds

Governmental fund balances inereased by $102.837. The main reason for the difference
between the $36.092 increase in District net position and the $102.837 increase in fund
balances is timing differences in accounting for expenditures, principal pavments made on
long-term labilities. and the difference in accounting for fixed asset purchases and
depreciation.

Budgetary Highlights
Fund revenue was 4.9% better than budgeted $259.3335. with lax revenue 2.8% betier
$146.289.

Salaries and benefits were $132.399 (2.8%) under budger.  Services and supplies were
$147.124 (39%) under budget. This was due to small differences both favorable and
unfavorable between budgeted and acwual expenditures in the thirty separate accounts that
make up this category,

Total Fund expenditures were $331.735 (5.8%) less than the amount budgeted. including
contingency appropriation. which did not need to be used during the vear.

Capital expenditures were under budget by $25.9006.

Capital Assets
As of June 30. 2014, the District had invested $6.455.616 in a broad range of capital assets
including land. structures and improvements. equipment. and construction in progress.
This year's major capital asset additions included:
Governmental Funds:
Command Vehicie Replacement $39.245
HVAC. Small Equipment and Computer Replacements $23.249

Long-Term Liabilities

At June 30, 2014 the District had $3.010.195 in long-term liabilities which consists of net other
postemployment benelits obligation and the foan obtained for the payment of the CalPERs
Side Fund Liability. The District budgets a portion of this lability each year based on our
expectation of employees using some accumulated leave,  The net other postemployment
benefits obligation is a result of the implementation of GASB 43, Detailed information can be
found in Note 9 to the financial stalements.

During the year ended fune 30. 201 1. the District paid off the CalPERs Side Fund Liability and
obtained funding for the payment from Santa Cruz County Bank. The outstanding loan
balance was $2.698.148 as of June 30. 2014,

Economic Factors and Next Year's Budgoet

The District's main source of revenue is property tax. Estimates from the Santa Cruz C Ounly
Auditor project a 2% growth in the secured properly tax (real estate). The District has
budgeted for an overall increase in the property tax elements of 1% for the General Fund and
Zone A, Other non-tax elements of revenue that are impacted by the economic slowdown have




been projected at 0% growth. There is potential for variances due to re-assessments of real
property values in the community.

Total budgeted General Fund expenditures for fiscal year 20142013, is $5.873.243. Salarics
and Bepefits budget includes the June 21, 2014, restoration ol the 4% wage concessions,
Three vacant positions are not lunded this year. (Fire Marshal and 1wo Firefighters) The
District's contribution to the CalPERs retirement program is 22.25% of payroll for the Safety
plan and 14.219% of payroll for the Miscellaneous Employee plan after payoff of the Safety
side fund. Safety members contribute an additional 9% of salary 10 CalPERS for retirement
and the miscellancous members contribute 7% of salary.  The District switched back 1o
CalPERS™ medical insurance program on Junuary 1. 2014, in a continued effort 1o reduce costs
without reducing benefits.  Services and supplies are closely scrutinized w0 sustain hasic
operations,

An operating transfer to the Capital Outlay Fund of $50.000 is budgeted.

Looking ahead into the 2014/20135 fiscal year, property fax revenues are expected to stabilize.
The District will continue 10 keep tight control of all costs while maintaining services at the
current level as 1ts first priority.

Contacting the Districts Fipancial Management

This financial statement is designed 10 provide a general overview of the District's finances, [
you have questions about these Nnancial statements or need additional financial information,
contact the District's office at 7 Frba Lane. Scotts Valley, California 95066,  Finuncial
statements  from previous fiscal years mav be found on the Districrs websie
www.oscatisvalleyiire.com.
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Scotts Vallev Fire Protection District

Balance Sheet

fune 30, 2014
General Fund Zane A Capital

ASSETS
Accounts Receivable S 31,800 - -
Cash 616,165 082,138 583,129
TOTAL ASSETS 547,965 GB2,136 583,128
LIABILITIES & FUND BALANCES
tiabilities;
Accounts Payable -
Accrued Payroll 81,501 - -

Totat Current Liabidities 81,801 -
Tots! Liabilitiss 81,901
Fund Balances;
Undesignaied 566,064 -
Restricted - -
Commitied 682,136 583,129
Toial Fund Balance 566,064 GBZ,136 583,129
TOTAL LIABILITIES &

FUND BALANCE 5 647,565 682,136 583,129




Scotis Vallev Fire Protection District

Statement of Revenues, Expenditures & Change in Fund Balance
Forthe Year Ended
lune 30, 2014

REVENUE General Fund Zone A Capital Outlay
Taxes and Intergovernmentat 5 5,215,055 5 ®4,930 5 -
{harges tor Services 30,575

Use of Money & Property {489) 2,265 1,863
Other Government 119,540 . 7,123
Other Revenue 21,989

TOTAL REVENUE 5,386,671 87,195 9,056

EXPERNDITURES

Salaries and Employee Benefits 4,566,203

Maintenance 114,429

Professional Fees 84,906 1,530

Fixed Assets 23,249 - 38,245
Other Charges 320,321

Services, Supplies and Refunds 230,332 -

TOTAL EXPENDITURES 5,339,340 1,530 39,245
Excess {Deficit) Reveruses over Expenditures 47,331 85,665 £30,159)
Operating Transfer inf{out) {50,000) - 50,600
CHANGE IN FUND BALANCE (2,669) 85,665 13,841
FUND BALANCE, BEGINNING OF YEAR 568,733 596,471 563,288
FUND BALANCE, END OF YEAR ) 566,004 5 682,136 S 583,128

The accompanying notes are an integral part of these financial staiements.
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GOVERNMENT-WIDE FINANCIAL STATEMENTS




Scotts Vallev Fire Protection District

Statement of Net Position
June 30, 2014
ASSETS

Current Assats:

Cash 1,881,430
Accounts Receivable 31,800
Total Current Assets 1,913,230
Fixed Assets:
Land 820,843
Buildings & Improvements 2,245,436
Firefighting Fquipment 3,094,074
Construction-in-Frogress 295,263
Less: Accumulated Depreciation (2,684,716)
Toial Fixed Assets 3,760,900
TOTAL ASSETS 5,674,131
DEFERRED QUTFLOW
Met Pension Asset 3,156,965
TOTAL DEFERRED OUTFLOW 3,156,965
TOTAL ASSETS AND DEFERRED QUTFLOWS 8,831,086
LIABILITIES

Current Liabilities:
Accounis Payable -
Accrued Payroll Liabilities 8,901

Accrued Compensated Absences 211,103

Current Portion of Long-term Debt 172,386
Total Current Lizbilities 465,389

Long-term Lighilities;

tong Term Debt 2,525,811

Net Other Post Employment Benefit 484,784
Total Long-term Liabilities 3,010,195

TOTAL LIABILITIES 3,475,584

NET POSITION

Net Investment in Capital Assets 3,760,900
Restricted Pansion Asset 458,668
Linrestricied 1,135,942
TOTAL NET POSITION $ 5,355,511
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Scotts Vallev Fire Protection District

RECONCILIATION OF THE GOVERNMENTAL FUNDS BALANCE SHEET
TO THE GOVERNMENT-WIDE STATEMENT OF NET POSITION

June 30,2014

Total Fund Balances - Governmental Funds

Capital Assets used in Governmental Funds are not financial resources and therefore are not
reported as assets in the Governmental Funds.

Total Historical Cost of Capital Assets

Less: Accumulated Depreciation

Compensated Absences are reported in the Government-Wide Statement of Net Assets, but
they do not require the use of current financial resources. Therefore, the liability is not
reported in Governmental Funds.

Met Qther Postemployment Benefits Obligation is not do and payable in the current period
and therefore is not reparted as a liabiiity in the Governmental Funds. Net Other
Postemployment Benefits Obligation at June 30 were:

Net Pension Asset is not due and payable in the current period and therefore is not reported
a5 an asset in the governmental funds. Met Pension Asset at June 30 was:

Long-term liabilities are not due in the current period and therefore, are not reported as
liabilities tn the governmental funds.

Net Position

Jun-14

5

1,831,339

6,455,616

{2,694,716)

(211,103)

{484,284)

3,157,472

{2,698,804)

5,355,511

The zccompanying notes are an integral part of
id

t

hese financial stztemnets




Scotts Valley Fire Protection District

Statement of Activities
Forthe Year Ended
iene 30, 2014

EXPENSES
Program Expanses;
Salaries and Employee Benefits 4,627,518
Professional Services 85,436
Depreciation 227,464
Interest Expense 160,279
Maintenance 114,429
Services, Supplies and Refunds 230,333
Totai Program Expenses 5,445,861
TOTAL EXPENSES 5,446,861
REVENUE

Frogram Revenus,

Operating Grants & Contributions 158,652
Charges for Services 30,575
Total Program Revenue 175,227

General Revenues;

Interest 3,735
Taxes and intergovernmental 5,299,586

Total General Revenues 5,303,725
TOTAL REVENUE 5,482,952
NET CHANGE IN NET POSITION 36,092
NET POSITION, BEGINNING OF YEAR 5,319,419
NET POSITION, EMND OF YEAR Y 5,355,511

The accompanying notes are an inlsgral pari of thess financial statemants
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Scotis Valley Fire Protection District
RECONCILIATION OF THE STATEMENT OF REVENUES, EXPERDITURES AND CHANGES I
FUND BALANCE OF GOVERNMIENTAL FUNDS TO THE STATEMENT OF ACTIVITIES

June 30,2012

Jun-14
Net Change in Fund Balances - Total Governmental Funds S 102,837
Amounts reported for governmental activities in the Statement of Activities (Statement B)
are different as follows:
Governmentai Funds report capital outlays as expenditures. However, in the Statement of
Activities, the cost of these assets are allocated over the estimated useful lives as
depreciation expense. This is the amount by which capital outlays exceeded depreciation
expense during the year
Current Year Capital Cutlays 62,228
tess: Current Year Depreciation Expense {227.464)
in the Governmental Funds CalPers expenditures are measurad by the amount of financial
resources used, which is the amounts actually paid. in the Government-Wide Statement of
Activities, CatPers expenditures are measured by the amounts expansed during the year
{22.020}
ln the Governmental Funds compensated absences {sick pay and vacation) are measured by
the amount of financial resources used, which is the amaunis actually paid. Inthe
Government-Wide Statement of Activities, compensated absences are measured by the
amounts earned during the year : 405
Met Other Postemployment Benefits Obligation is not due and payabte in the current period
and therefore is not reported as a liabifity in the Gavernmental Funds, Net Gther
Postemployment Benefits Ohiigation at June 30 were:
Proy & (39,835)
Repayment of principle on long-term liabilities is an expenditure for Gavernmental funds,
but the repayment reduces long-term liabilities on the Government-Wide Statement of Net
Assets. Principle payments made on long-term liabilities during the year consist of;
155,543
In the Government Funds interest expense on long-term debt is measured by the amount of
financial resources used, which is the amounts actually paid. In the Government-Wide
Statemertt of Activities, interest expense is measured by the amounts accrued during the
year. interest pald was more of (less) than accrued.
Change in Net Position of Governmental Activities 5 36,002

The accompanying notes are an integral part of these financia! vatemenis
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Scotis Valley Fire Protection District

Statement of Fiduciary Net Position

Schmit
fune 30,2014

ASSETS
Cash 5 41,931
FIXED ASSETS
Equipment 620,343
Less: Accumulated Depreciation {395,583}

Total Fixed Assets 224,760
TOTAL ASSETS 266,691
LIABILITIES & NET POSITION
iiabilities:
Accounts Payable -
Total Lighilities
Net Position:
Held in Trust 266,651
Total Net Position 266,691
TOTAL LIABILITIES &

NET POSITION 5 166,691
The accompanying notes &re aniniega’ pan of these financial siatemants




Scotts Vallev Fire Protection District

Statement of Activities - Fiduciary Funds

Schmit

For the Year Ended
June 30, 2014

ADDITIONS

Charges for Services
Use of Maoney & Property
Other Government

TOTAL ADDITIONS
DERUCTIONS

Maintenance

Professional Fees

Depreciation

Contribution 1o Other Agencies
Services, Supplies and Refunds
TOTAL DEDUCTIONS

CHANGE IN NET POSITION

NET POSITION, BEGINNING OF YEAR

NET POSITION, END OF YEAR

214
214,698

214,912

7,630
2,805
38,297
56,432
122,814

228,078

{13,166)

278,857

266,691

The accompanying notes are an infegral part of these financial statements,
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1. GENERAL INFORMATION

Organization

The Scotts Valley Fire Protection District was organized July 17, 1956, under the authority of Section
56000 et. seq. of the California Government Code, in conformity with the Health and Safety Code,
Sections 14001 et. seq. and was reorganized in September 1987 in canformity with the Health and
Safety Code, Sections 13801 et. seq. The District provides fire protection for the City of Scotts Valley
and vicinity.

The Special Fire Protection Zone A was organized December 22, 1959, in conform ity with the Heaith
and Safety Code, Sections 13991 et. seq. The boundaries of the fire zone fali totally within Scotts
Valley Fire Protection District, By resotution2003-2 the funding derived from Zone A may be used
for capital improvements, where a beneficial relationship to Zone A can be demonstrated as
established during the annual budget hearings.

During the fiscal year ended fune 30, 2002, the Santa Cruz Hazardous Materials Interagency Team
{SCHMIT} was formed. The District has been appointad as the Program Manager for SCHMIT, As
program manager, the District is acting as the fiscal agent, The District accounts for all receipts and
disbursements for SCHMIT, a separate Fidudiary Fund of the District.

District Officiais

The District is governed by a board of five directars. The following were in office at June 30, 2014,
Term Expires November

Jane Armstrong, 2016
ioshua Warren, 2014
Arthur E. Smith, President 2016
Rudy Cabigas 2014
Alan Smith, Vice-President 2016

Dan Grehil was the Fire Chief at June 30, 2014

Accounting Records

The official accounting records of the District are maintained in the office of the Auditor-Controller
of the County of Santa Cruz. Supporting documents are maintained by the District.

Minutes

Minutes were recorded for meetings and containad appravals for disbursements.

Budgetary Procedure

The District prepares a fiscal year budget in accordance with applicable laws and regulations.

20




2. SIGNIFICANT ACCOUNTING POLICIES

Accounting Principles

The District prepares its financial statements in conformity with accounting principles generaily
accepted in the United States of America, as well as accounting systems.

Basis of Accounting and Megsurement Focus

The accounts of the District are organized on the basis of funds, ar account groups, each of which is
considered a separate accounting entity. The operations of each fund are accounted for with a
separate set of self-balancing accounts that comprise its assets, liabilitias, fund equity, revenues,
and expenditures or expenses, as appropriate. Governmental resources are allocated to and
accounted for in individual funds based upon the purposes for which they are to be spent and the
means by which spending activities are controlied.

Financial Statement Presentation

Government-Wide Financial Statements

The District Government-Wide Financial Statements include a Statement of Net Position and a
Statement of Activities and Changes in Met Pasition. These statements present summaries of
Governmental and Business-Type Activities for the District accompanied by a total column.,

Thess statements are presented on an “economic resources” measurement focus and the accrual
basis of accounting. Accordingly, ail of the District’s assets znd liabilities, including capital assets as
weil as infrastructure assats and long-term liabilities, are included in the accompanying Statement of
Net Position. The Statement of Activities presents changes in net position. Under the accrual basis of
accounting, revenues are recognized in the period in which they are earned while EXPRNSES are
recognized in the period in which the liability is incurred. The types of transactions reported as
program revenues for the District are reported in three categories: 1) charges for services, 2)
operating grants and contributions, and 3) capital grants and contributions.

Certain eliminations have been made as prescribed by GASB Statement No, 34 in regards to
interfund activities, payables and receivables. All internal balances in the Statement of Net Position
have been eliminated except those representing balances between the governmental activities and
the business-type activities, which are presented as internal balances and eliminated in the total
primary government column. In the Statement of Activities, internal service fund transactions have
been eliminzted; however, those transactions between governmental and business-type activities
have not been eliminated.

The District's governmental-wide fund balance is classified in the following categories:

Met investment in Capital Assets - Inciudes amount of the fund balance that is invested in capiial
assets net of any related delbt,

(g
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Restricted - includes amounts that can be spent only for the specific purposes stipulated by a
formal action of the government's highest level of decision-making authority, external resource
providers, canstitutionally, or through enabling legislation.

Unrestricted - Includes amounts that are technically available for any purpose and includes all
amuounts not contained in other classifications.

Furd Financial Statements

Governmental Fund Financial Statements include a Balance Sheet and a Statement of Revenues,
Expenditures and Changes in Fund Balances for all major governmental funds and non-major funds
aggregated. An accompanying schedule is presented to reconcile and explain the differences in fund
balances and changes in fund balances as presented in these statements to the net assets and
changes in net assets presented in the Government-Wide financial statements. The District has
presented all major funds that met those gualifications.

Ali governmental funds are accounted for on a spending or “current financial resources”
measurement focus and the modified accrual basis of accounting Accordingly, only current assets
and current liabilities are included on the Balance Sheets. The Statement of Revenues, Expenditures
and Changes in Fund Balances present increases {revenues and other financing sources) and
decreases (expenditures and other financing uses) in net current assets. Under the modified accrual
basis of accounting, revenues are recognized in the accounting period in which they become both
measurable and available to finance expenditures of the current period. Accordingly, revenues are
recorded when received in cash, except that revenues subject to accrual {generally 60 days after
year-end) are recognized when due. The primary revenue sources, which have been treated as
susceptible to accrual by the District, are property tax, intergovernmental revenues and other taxes.
Expenditures are recorded in the accounting period in which the related fund liability is incurred,

Nonspendable - Inciudes amounts that are niot in a spendable form or are required to be
maintained intact.

Restricted - Includes amounts that can be spent only for the specific purposes stipulated lay
external resource providers, constitutionally, or through enabling legislation.

Committed - 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 authaority. Commitments
may be changed or lifted only by the government take the same farmal action that imposed the
constraint originally.

Assigned - Includes amounts intended to be used by the government for specific purposes,
Intent can be expressed by the governing body or by an offizial or body to which the governing
body delegates autharity.

Unassigned - includes amounts that are technically available for any purpose and includes all
amounts not contained in other classifications.
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Fiduciary Funds Financial Statements

The District entered into an arrangement whereby the District reports resources heid and
administered by the District in a fiduciary capacity for the Santa Cruz Hazardous Materials
nteragency Team (SCHMIT}. Per definition, the resources heid under this agreement are not
availzble 1o support the District's own programs. Fiduciary Fund financial statements include a
Statement of Net Postion and a Statement of Activities and Changes in Net Position.

The basic financial statements are presented on 2n economic reseurces measurement focus and the
accrual besis of accounting. Accordingly, all of the Fiductary Fund's assets and liabilities, including
capital assets and long-term lizbilities, are included in the accompanying Statement of Net Positian.
The Statement of Activities presents changes in net position. Under the accrual basis of accounting,
revenues are recognized in the period in which they are earned while expenses are recognized in the
period the liability is incurred.

Property Tax

The County of Santa Cruz assesses properties, bills, and collects property taxes for the District.
Assessed values are determined annually by the County Assessor as of March 1, and become a lien
onresl property as of that date. Taxes are due November 1 and February 1 and are delinquent i
not paid by December 10 and April 10, resoectively. The County bills and collects praperty taxes and
remits them to the District under the state authorized method of apporticning taxes whereby all
local agencies, including special districts, receive for the County their respective shares of the
amount of ad valorem taxes collected.

Capital Assais

Capital assets, which include tand, buildings, improvements, and equipment are reported in the
Government-Wide financial statements. Capital Assets are recorded at historical cost or estimated
historical cost, if actual cost is nat available. Donated assets are valued at their estimated fair value
on the date donated. The District had set capitalization thresholds far reporting capital assets at the
following:

Structures $3,000
Equipment 300
improvements 5,000 or 20% of cost of existing asset {lesser of}

Depreciation is recorded on the straight-line method (with no depreciation applied to the first year
of acquisition) over the useful lives of the assets as fellows:

Station and Improvements 15-40 years
Equipment 3-40 years
WMobile Equipment 10-20 years
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Inveniory, Materials, and Supplies

The inventory on hand at any time is small. Accordingly, purchases are charges directly to fixed
asseis or to maintenance costs, as applicable.

Liability for Compensated Absences

The District is required to recognize a liability for employees’ rights to receive compensation for
future absences. On June 30, 2014, the liability for compensated absences was $211,103.

Fund Balance Reserve

Fund balance reserves indicate the portions for fund balance not appropriable for expenditure or
amounis legally segregated for a specific future use.

District Special Expense

Because fire hose couplings and nozzies are peculiar to fire districts, the manual of the State
Controller provides that purchases of such items be charged to the expense account "District Special
Expense",

Unrealized Gains and Losses

Gevernmental Accounting Standards Board {GASB) has established GASB-31 which requires public
agencies 1o report the financial effect of all unrezlized gains and losses on invested funds, As of
June 30, 2014 the unrealized gains for Scotts Valley Fire Protection District were not considered 1o
be material 1o the financial statements taken as a whole, and accordingly, has not been reflected in
the financial statements.

3. POOLED CASH AND INVESTMENTS
Districts cash in county pool at June 30, 2014 was $1,923,361.

The County sponsors an investment pool that is managed by the County Treasurer far the purpose
of increasing interest earnings through investment aciivities. Cash and investments for most County
activities are included in the investment pool. Interest earned on the investment pool is distributed
to the participating funds monthly using a formula based on the average daily balance of each fund.

The carrying amounts of the County's cash deposits were 57,995,810 at june 30, 2013. Bank
Balances at June 30, 2013 were $22,566,732, which were fully insured of collateratized with
securities held by the pledging financial institution in the County's name as discussed below.

The California Government Code requires California banks and savings and loan associafions (o
secure the County’s cash deposits by pledging securities as collateral. This Code states that
collateral pledged in this manner shalt have the effect of perfecting a security interest in such a
coltaterai superior to those of a general creditor. Thus, collateral for cash deposits is considered (o
be held in the County's name.

24




The market value of pledged securities must equal at least 110% of the County's cash deposits.
Catifornia faw also allows institutions to secure County deposits by pledging first trust deed
marigage notes having a value of 150% of the County's total cash deposits. The County may wave
collzteral requirements for cash deposits, which are fuily insured up to $250,000 by the Federal
Deposit insurance Corporation, The County, however, has not waved the collateralization
requirgments.

Investments - The Table below identifies the investment types that are authorized for the County by
the California Government Code of the County’s investment policy, where more restrictive. The
table also identifies certain provisions of the County's investment policy that address interest rate
risk, credit risk, and concentration risk.

Maximum Maximum

Maximum Perceniage Investment in

Authorized Investment Type Maturity of Portfolio Ore lssuer
Local Agency Bonds 5 Years 10% None
U.S. Treasury Obligations 5 Years 100% None
U.5. Government Agency Obligations 5 Years 100% 25%
State of California Ohligations 5 Years 10% None
Bankers' Acceptances 180 Days 40% 10%
Commerciai Paper 270 Days 25% 10%
Negotiable Certificates of Deposit 5 Years 30% None
Non-Negotiable Certificates of Deposit 180 Days 10% 10%
Repurchase Agreemenis 1 Year 100% 10%
Medium Term Notes 5 Years 30% 10%
Mutual Funds/Maoney Market Mutual Funds N/A 20% 10%
Local Agency Investment Fund {LAIF) N/A 550 Million None
Joint Fowers Authority Investment Funds None 25% MNane

&

In accordance with GASB Statement No. 31, Accounting and Finoncial Reporting for Certain
investments and for External investment Pools, investments were stated at cost, as the fair market
valug adjustment at the yearend was immaterial,

tnvestments of debt proceeds held by the bond trustee are governed by provisions for the debt
agreements, rather than the general provisions of the California Government Code or the County's
investment policy.

laterest Rate Risk - The County manages its exposure to declines in fair values by fimiting the
weighted average maturity of its investment portfolio to five years or less in accordance with its
investment policy.

Concentration of Credit Risk - At June 30, 2013, in accordance with State law and the County's
investmeant Policy, the County did not have 5% or more of its net investment in commercial papesr,
corporate bonds or medium term notes of a single organization, nor did it have 10% or more of jis
netinvestment in any one money market mutual fund. Investments in obligations of the U S,
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government, U.5. government agencies, or governmant-sponsored enterprises are exemnpt for these
limitations.

The following is a summary of the credit quality distribution and concentration of credit risk by
investment type as a percentage of the County Invastment Paol's fair value at June 30, 2013,

%Percent of

Investment Type B S&P Maoody's Portfelic
U.S. Treasury Securities ' AA+ Aaa 42.72%
Federal Agency Securities Al Aaza 32.59%
Carporate Notes and Bonds AA+/BA- Aa3 3.04%
Medium Term Notes - Teeter Note Unrated Unrated 2.43%
Money Market Muiual Funds Unrated Unrated 3.88%
Local Agency investment Fund {LAIF) Unrated Unrated 7.55%
Investment Agreements AAA Aal 0.15%
Certificates of Deposit Al Aa3/Aa2 0.15%
Total . 10000%

Custodial Credit Risk

For investments and deposits held with fiscal agents, custodial credit risk is the risk that, in the avent
or the failure of the counterparty, the County will not be able to recover the value of its investments
or deposits that are in the possession of an outside party. At yearend, the County's investment pool
and cash with fiscal agents had no sacurities exposed to custodial credit risk.

Local Asency Investmeant Fund

The County is a participant in LAIF which is regulated by California Government Code Section 16429
under the oversight of the Treasurer of the State of California. The County's investments with LAIF
at June 30, 2013, included a portion of the pool funds invested in Structured Notes and Asset-
Backed Securities:

slructured Notes: Debt securities (other than asset-backed securities) whose cash flow
characteristics (coupon rate, redemption amount, or stated maturity) depend Upan one or more
indices and/or have embedded forwards or aptions.

Assef-focked Securities: Generally mortgage-hacked securities that entitle their purchasers to
receive a share of the cash flows from a pool of assets such as principal and interest repayments
from a pool of mortgages (for example, Collateralized Mortgage Obligations) or credit card
receivahles,

AtJune 30, 2013, the County had $50,024,364 investad in LAIF. which had invested 0.33% of the
pool investments funds in Structured Notes and Agset-Backed Securities as comparad to .51% the
previous year. LAIF provided a fair value factor in 1.000273207 to calculate the fair market value of
the investments in LAIF. However, an adjustment was not made to reflect the fair market value of
LAIF, as the fair market value adjustment was considered immaterial,
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LAIF is overseen by the Local Agency investment Advisory Board, which consists of five members, in

accordance with State statute,

4. CHANGES IN LONG-TERM DEBY

A summary of long-term debt transactions of Scotts Vailey Fire Protection District for the year ended

june 30, 2014 is as follows;

Batance Reductions/ Reductions/ Balance

luly 1, 2013 Additions Additions june 30, 2014
Accumulated Unpaid '
Compensated Absences 5 210,698 & 405§ $ 211,103
Net Other Post Employment
Benefits Obligation {Note 9) S 444449 5§ 39835 0§ - S 484,284
CalPERs Side Fund Liability
Payment Long-Term Debi § 2,858,745 S - S 160,448 5 2,698,297
Long-Term Debt Notes Payable consists of the following items as of June 30, 2014;

2013 2014
Senta Cruz County Bank funded fiscal year lune 30, 2011, semi-
annual payments of 5148,307, including interest at 5.798% per
annum. initial paymentdue June 15, 2011, final payment due
December 15, 2025, S 2,858,745 5 2,698,655
S 2,858,745 § 2,698,55%

5. PUBLIC EMPLOYEES RETIREMENT PLAN:

&

Plan Bescription - The Scotts Valley Fire Protection District's defined benefit pension plan provides
retirement and disability benefits, annual cost-of-living adjustments, and death benefits to plan
members and beneficiaries. The Scotts Valley Fire Protection District’s defined benefit pension plan
is part if the Public Agency portion of the California Public Employees Retirement System {CalPERS),
an agent multiple-empioyer plan administered by CelPERS, which acts as a common investiment and
administrative agent for participating public employers within the State of California. A menu of
benefit provisions as weil as other requirements are established by the State s{atuies within the
Public Employees' Retirement Law. The Scotts Valley Fire Protection District selects optional benefit
provisions from the benefit menu by contract with CalPERS and adopts the benefits though locat
ordinance (other local methods). CalPERS issues a separate comprehensive annual financial report.
Copies of the CalPERS' annual financial report may be obtained from the CalPERS Executive Office -

400 P Street - Sacramento, CA 95814,




Funding Policy - Active plan members in the Scotts Valley Fire Protection District's defined pension
plan are required to contribute 7% or 9% of their annual covered sala ry depending on their job
classification. The Scotts Valiey Fire Protection District is required to contribute the actuarially
determined remaining amounts necessary to fund the benefits for its members. The actuarial
methods and assumptions used are those adopted by CalPERS Board of Administration. The
required employer contribution for fiscal 2013/2014 was 13.292% for misceilaneous employees, and
21.668% for safety empioyees. The contribution rate is established and may be amended hy
CalPERS.

Annuzl Pension Cost - For fiscal year 2013/2014, the Scotts Valley Fire Protection District's defined
benefit pension plan's annual pension cost was $574,045 for CalPERS. The actual cantribution was
equal to the ARC of 5552,025. The difference of $22,020 was computed by the amortization of the
Net Pension Asset contained in Note 9. The required contribution for fiscal year 2013/2014 was
determined as part of the June 30, 2011 actuarial vatuation using the entry age normal actuarial cost

method with: the contributions determined as a percent of pay. The actuarial assumptions include
(&) 7.75% investment rate of return {net of administrative expenses); (b) projected salary increases
that vary by duration of service ranging from 3.25% to 14.45% for miscellaneous members and from
3.25% to 13.15% for safety members, and (c) 3.25% payrolt growth. Both (a) and {b}include an
inflation component of 3.00%. The actuarial value of Scotts Valley Fire Protection District's defined
benefit pensicn plan's assets was determined using a technigue that smoothes the effect of short-
term volatility in the market value of investments over a three year period depending on the size of
investmenis gains and/or losses. Scotts Valley Fire Protection District's defined pension plan's
unfunded actuarial liability {or excess assets) is heing amortized as a level percentage of projecied
payroil on a closed hasis,

Three-Year Trend information for Seotts Valley Fire Protection District:

Fl

Annual Pension Percentage of APC Net Pension
Fiscai Year Ending _ Lost (APQ) Contributed Obligation
6/30/12 5606,174 100% N/A
6/30/13 5572,056 100% N/A
6/30/14 $574,045 100% N/A

Reguired Supplementary Information

Funded Status of the Pian - As part of the program to smooth the changes in required employer

contributions for smaller plans, resulting from changes in actuarial assumptions and short-term
rmarket experience, CalPERS placed plans of 100 of fewer members inte “Risk Pools®. Formation of
risk pools reguired the establishment of “Side Funds” to account far the differences between the
funded status of the risk pool and the funded status of the District's plan. The “Side Fund"




represents unfunded liabilities to be amortized on an annuai basis over a closed period. During the
fiscal year ended June 30, 2011 the District had paid off the "Side Fund" liability of $3,202,158.

6. TEMPCORARY TRANSFERS OF FUNDS:

The District requires financial assistance for the period of July through April due to the flow of
property tax revenue. The Board of Supervisors of the County of Santa Cruz, by resolution,
approved its intention to provided needed “tax anticipation funds” to the District in the amount of
$2,000,00C. The baiance is due and payable by April 30, 2014, As of June 30, 2014, no amount was
outstanding.

7. RISK MANAGEMENT

The District is 2 member of the Santz Cruz County Fire Agencies Insurance Group (the "Group"). In a
board meeting on June 189, 2002, the Group approved the return of its self-insurance certificates to
the State and to accept a proposal from California Public Entity Insurance Authority {CPEIA} and joint
powers authority for both primary and excess workers' compensation coverage. In a resolution
dated September 20, 2007 the Santa Cruz Fire Agencies Insurance Group's Board of Directors opied
to terminate the CPEA joint power agreement and merge into the CSAC Excess Insurance Authority
(CSAC-EiA} Joint Power Agreement. This change was predicted on the decision of CSAC-EIA to
restructure their byfaws and JPA agreements, discontinuing the operation of CPEIA member granted
sutomatic approval of inclusion inte both the Primary and Excass EIA workers' compensation
programs beginning with the july 1, 2007 policy renewals, The relationship between the Group and
CSAC-EIA ("the JPA"}is such that CSACOEIA is not a component unit of the Group for reporting
purposes.

CSAC-LiA is & joint powers agency {JPA formed pursuant to Section 6500 et seq. of the California
Government Cade. Members are assessed a contribution for each program in which they
participate. Members may be subject to additional supplemental assessments if it is determined
that the cantributions are insufficient. Members may withdraw from the CSAC-EIA only at the end
of a policy period and only if 2 sixty day written advance note is given. However, CSAC-EIA may
cencel 3 membership at any time upon a two-thirds vote of the Board of Directors and with Sixty
days wrilten notice. Upon withdrawal ar cancellation, @ member shall remain liable for additional
assessments for the program periods they have participated. CSAC-EIA is governed by & board of
directars. The Board controls the operations of CSAC-EIA including adopting and annual budget.

Primzry Workers' Compensation - The Primary Waorkers' Compensation program is a fuli service

program including claims administration. The program hlends pooling of workers' compensation
claims with purchased stop foss insurance.

Excess Workers' Compensation - CSAC retains responsibility for paymens of claims in excess of
$125,000 for each member who also participates in the primary workars' compensation program.
Claim liabilities are recognized based on the actuarial estimate of expected ultimate claim cost
discounted at 6%.
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insurance coverage as of June 30, 2014 is as follows;

Property - _ Deduciible Lirnits B
Real Property, including Code Upgrade and On-site $1,000 Guaranteed Replacement
Equipment Breakdown Cost included
Building Contents and Personal Property $1,000
Building and Contents Sublime, Earthguake and 51,000 51,000,000 Each loss and
Flood gach location
Electronic Data Processing
‘Business - Personal Praperty Included 5500 $250,000
Equipment 5500 $250,400
Software §500 $250,000
Emergency Services Deductible Limits
Commandeered and impounded Propérty h Larger of Actual Value or
Liahiijty
Scheduled Eguipment Floater: 5250 Guaranieed Replacement
Miscellaneous Poriable Equipment Cost {Unlimited}
Public Employee Dishonesty/Fidelity Sond §250,000
Employee Benefits Liability $1,000,000
Automabile Comprehensive §250/1,000 Agreed Value or ACY
Automobile Collision §5250/1,000 Agreed Value or ACY
Lisbility o -
| Commercial/General Liability Each Occurrence ?A_ $1,000000
| General Aggregate Limit : $10,000,000
- Automobile Coverage - B ) _
| Combined Single Limit B §1,000,000
~ Uninsured/Underinsured Motorists ' $1,060,000
| Excess Liability Coverage - : -
Operation, Aggregate, Automobile and Public *55,000,000 Each
| Offices Errors and Omissions, Occurrence Oceurrence
: $10,000,000 Aggregate
Puhiic Officials Frrors and Oméssions/r\flarzagemen{ $1,000,000 Fach
Lizbility including Emergency Services Liahitity - ; Wrongful Act
{muglgyrrence, Aggregate - Primary . 510,000,000 Aggregate |
Medical Expense {Any one persan) o ) $5,000 - M
Valuablz Papers/Records $250,000
. Loss of Income - Extra Expense Actual Cost o
Money and Securities $250 s35000
Uncoilected Funds B $250,000 -
Persgnnel: ! )
Workers' Cornpensation Statutory R
PERS Health ta 12/31/05, FDAC EBA from 1/1/06 to | Per Policy
1 current _
| Dental o - Per Policy |
| Term Life Insurance _Per Palicy _
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8. POST RETIREMENT BENEFITS:

In addition to the pension benefits described in Note 6, Employees’ Retirement Plan, the District
pravides medical insurance to retired employees. The scope of the benefits provided depends on
the memorandum of understanding between the District and the various employee groups.

Ptan Description

The District provides contributians for post retirement health, dental, and life to retirad employees.
The scope of the benefits provided depends on the memorandum of understanding between the
Digtrict and the various employees.

Current Accounting and Funding Policy of the Plan

The District finances the plan on a pay-as-you-go basis and the expenditures for post-ratirement
berefits other than pension benefits are recognized as payments are made. During the year ended
lune 30, 2014, expenditures of approximately 577,392 were paid for post-employment benefits
other than pension benefit,

Actuarial vaiuations of an ongoing plan involve estimates of the value of reported amounts and
assumptions about the probability of cccurrence of events in the future. The actuarial assumptions
included (a) Demographic assumptions affected by mortality, turnover, disability, and retirement
based on the July 1, 2012 valuation.

The accompanying schedules of employer contributions present trend infarmation about the
amounts contributed 1o the plan by the employers in comparison to the Annual Required
Contribution (ARC), an amount that is actuarially determined in zecardance with the paramefers of
GASB Statement 43. The ARC represents a level of funding that, if paid on an ongoing basis, is
projected to cover normal cost for each year and amortize any unfunded actuarial liabilities over a
period not to exceed thirty years.

Projection 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 on sharing benefit costs between employer and
pian members to that point. The actuarial 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 on the calculations.

District Service Benefit

Valuation Date July 1, 2012

Actuarial Cost Method Projected Unit Credit
Amoriization Method Level Percentage of Pay
Remaining Amartization Period 30 Years




Reguired Supplementary Information

Sehedules of Funding Proeress

Funded Status of the District Service Benefit

Actuarial Actuarial UAAL as
Vaivation Actuarial value Accrued Unfunded Funded Covered 3% of
Date of Assets Liability AAL Ratio Payroll Payroll
6/30/12 8§ -5 1,756,000 & 1,756,000 00% S 2,724,915 64.4%
65/30/13 & -8 1,894,157 S 1,894,157 0.0% S 2,653,745 71.3%
6/30/14 g -5 1,933,992 § 1,933,992 0.0% S 2,569,682 75.3%
Schedules of Emplover Contributions
Employer Contributions District Service Benefit
Annual Required Actual Percentage
Year Ended Contribution Contribution  Contributed
6/30/12 g 203,000 & 64,842 31.9%
5/30/13 ) 117,230 S 77,085 65, 8%
6/30/14 ) 117,230 & 77,385 66.0%

9. NET PENSION ASSET

E

During the fiscal year ended fune 30, 2011, the District prepaid the unfunded CalPERS Side Fund in

the amount of $3,202,158, This prepayment has been recorded on the Statement of Net Position as
z Deferred Outfiow.

in accordance with GASB Statement No. 27, the net pension asset will be amortized using the same
amortization methodology utilized by CalPERS to calculate the Annual Required Contribution (ARC)
each year as described in Note .

- Amortization Method . Level Percentage of Pay

Average Remaining Period { 15 years |
| Investment Rate of Return L 7.75%
AR Inigrast on  Amortization of APC Contribution NPO Beg of Amortization  Intarest
NPG NPD Made Year NP0 End of yea Fattor Rate
548,883 {248,167 [470.341) 573,056 549,883 £3,202,158) {3,179,985) 11,8445 7S
552,025 1245448 {268,469 574,045 552,025 {3,179,485) (3,157,965 11,8449 7.75%

A summary of the changes in the Net Pension Asset for the year ended June 30, 2014 is as follows:
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June 30, 2013 Additions Deiletions June 30, 2014
Met Pension Asset 5 3,178,985 S . g 22,020 S 3,158,955

10. SUBSEQUENT EVENTS

The District's management has evaluated events and transactions subsequent to June 30, 2014 for
potential recognition or disclosure in the financial statements. Subsequent events have been
evatuaied through October 31, 2014, the date the financial statements because available to be
issued. The entity has not evaluated subsequent events after October 31, 2014, The District did not
have any subsequent events that require recognition or disclosure in the financial statements for
the vear ended June 30, 2014,
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An Accountancy Corparation

October 31, 2014

Board of Directors

Scotts Valley Fire Protection District
7 Erba Lane

Scotts Valley, CA 95066

REPORT ON INTERNAL CONTROL OVER FINANCIAL REPORTING AND ON COMPLIANCE AND OTHER

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

We have audited the financial statements of Scatts Valley Fire Protection District as of and for the
year ended June 30, 2014, and have issued our report thereon dated October 31, 2014, We
conducted our audit in accordance with auditing standards generally accepted in the United States
of America and the standards applicable to financial sudits contained in Government Auditing
Standards, Issued by the Comptroiler General of the United States.

Internat Control Over Financial Reporting

Management of Scotts Valley Fire Protection District is responsible for establishing and maintaining
effective internal control over financial reporting, In planning and performing our audit, we
considered Scotts Valley Fire Pratection District’s internal control over financial reporting as a basis
for designing our auditing procedures for the purpose of expressing our opinion on the financial
statements, but not for the purpose of expressing an apinion on the effectiveneds of Scotts Valley
Fire Protection District’s internal control over financial reporting. Accordingly, we do not express an
opinion on the effectiveness of the Organization’s internal control over financial reporting.

A deficiency in internal cantrol exists when the design or operation of a control does not allow
management or employees, in the normal course of performing their assigned functions, to prevent,
or detect and correct misstatements on a timely basis. A material weakness is a deficiency, or a
cambination of deficiencies, in internal controls such there is a reasonable possibility that a material
misstatement of the entity’s financial statements will not be prevented, or detected and corrected
on a timely basis.

Our consideration of the internal controls over financial reporting was for the limited purpose
described in the first paragraph of this section and was designed to identify all deficiencies in
internal control over financial reporting that might be deficiencies, significant deficiencies, or
material weaknesses. We did not identify any deficiencies in internal control over financial
reporting that we consider to be material weaknesses as defined above.
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Page 2
Board of Directors
Scotts Valley Fire Protection District

REPORT ON INTERNAL CONTROL OVER FINANCIAL REPORTING AND ON COMPLIANCE AND OTHER
MATTERS BASED ON AN AUDIT OF FINANCIAL STATEMENTS PERFORMED IN ACCORDANCE WITH
GOVERNMENT AUDITING STANDARDS

{continued]

Compliance and Other Matiers

As part of obtaining reasonable assurance about whether Scotts VaHley Fire Protection District’s
general-purpose financial statements are free of material misstatement, we performed tests of its
compliance with certain provisions of laws, regulations, contracts and grants, noncompliance with
which could have a direct and material effect on the determination of financial statement amounts.
However, providing an opinion on compliance with those provisions was not an ohjective of our
audit, and accordingly, we do not express such an opinion. The results of our tests disclosed no
instances of noncompliance that are required to be reported under Government Auditing Standards.

This report is intended solely for the information and use of the audit committee, management,
others within the organization, and pass-through entities and is not intended to be and should not
be usedzby anyone other than these specified parties,

[ L

Pehiing & Pehling CPAs
An Accountancy Carporation
October 31, 2014




Scotts Valley Fire Protection District

Budget vs, Actual
Statement of Revenues, Expenditures & Change in Fund Balance
For the Year Ended

jung 30, 2014
Variante
Favorable
REVENLIE Budget Actual {Unfavorable)
Taxes and Intergovernmsantal 5 5,153,697 S 5,359,986 5 146,289
Charges for Servicas 31,400 30,575 (825)
Use of Maney & Propeary 4,000 3,738 {261}
Cther Government 12,006 146,663 114,663
Cther Revenue 22,500 21,98% {511)
TOTAL REVENUE 5,223,597 5482852 255,355
EXPENDITURES
Salaries and Emploves Senefits 4,848,602 4,566,203 132,395
MMaintenznice 111,060 114,479 {3,428
Prefessional Fees 115,170 86,436 29,734
Fired Assets 88.400 652,494 25,906
Other Charges 320,222 320,24 1
Services, Supplies and Refunds 377 456 230,332 147,124
TOTAL EXPENDITURES 5,711,850 5,38(,115 331,735
Excess {Deficit) Revenues over Expenditures {488 253; 102,837
CHANGE N FUND BALANCE 102,837
FUND BALANCE, BEGINNING OF YEAR 1,728,452
FURD BALANCE, END OF YEAR 5 1,831,328

The accompanying notes are an integral part of these financial statements
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