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INDEPENDENT AUDITOR’S REPORT 

 
 
Board of Directors 
Apple Valley Fire Protection District 
Apple Valley, California 
 
 
Report on the Financial Statements 

We have audited the accompanying financial statements of the governmental activities, each major fund 
and the aggregate remaining fund information of the Apple Valley Fire Protection District (the “District”), as 
of and for the year ended June 30, 2018, and the related notes to the financial statements which collectively 
comprise the District’s basic financial statements as listed in the table of contents.   

Management’s Responsibility for the Financial Statements 

Management is responsible for the preparation and fair presentation of these financial statements in 
accordance with accounting principles generally accepted in the United States of America; this includes the 
design, implementation, and maintenance of internal control relevant to the preparation and fair 
presentation of financial statements that are free from material misstatement, whether due to error or fraud. 

Auditor’s Responsibility 

Our responsibility is to express opinions on these financial statements based on our audit.  We conducted 
our audit in accordance with auditing standards generally accepted in the United States of America and the 
State Controller’s Minimum Audit Requirements for California Special Districts.  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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Opinion 

In our opinion, the financial statements referred to above present fairly, in all material respects, the financial 
position of the governmental activities, each major fund and the aggregate remaining fund information of 
the Apple Valley Fire Protection District, as of June 30, 2018, and the changes in financial position thereof 
for the year then ended in accordance with accounting principles generally accepted in the United States 
of America, as well as accounting systems prescribed by the California State Controller’s Office and state 
regulations governing special districts. 

Other Matters 

Required Supplementary Information 

Accounting principles generally accepted in the United States of America require that the management’s 
discussion and analysis and required supplementary information, as listed in the table of contents, be 
presented to supplement the basic financial statements.  Such information, although not a part of the basic 
financial statements, is required by the Governmental Accounting Standards Board, who considers it to be 
an essential part of financial reporting for placing the basic financial statements in an appropriate 
operational, economic, or historical context.  We have applied certain limited procedures to the required 
supplementary information in accordance with auditing standards generally accepted in the United States 
of America, which consisted of inquiries of management about the methods of preparing the information 
and comparing the information for consistency with management’s responses to our inquiries, the basic 
financial statements, and other knowledge we obtained during our audit of the basic financial statements.  
We do not express an opinion or provide any assurance on the information because the limited procedures 
do not provide us with sufficient evidence to express an opinion or provide any assurance. 

 

November 8, 2018 
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APPLE VALLEY FIRE PROTECTION DISTRICT

MANAGEMENT'S DISCUSSION AND ANALYSIS 
JUNE 30, 2018 

 

 

 

 
 

Introduction 
 

As management of the Apple Valley Fire Protection District (the District), we offer readers of the District's financial 
statements this narrative overview and analysis of the financial activities of the Apple Valley Fire Protection District 
for the fiscal year ended June 30, 2018. We encourage readers to consider the information presented here in 
conjunction with the District's financial statements and notes to the basic financial statements in order to enhance 
their understanding of the District's financial performance. 

 
 

Financial Highlights 
 

• The District's governmental revenues of $12,302,131 increased $3,028,754 or 32.7%, from the prior year 
due to the passage of Measure A.  Other financing sources decreased by $32,457. 

• The District's governmental expenditures of $10,313,788 increased by $1,693,848 or 19.7% from the 
prior year due to higher salaries and benefits and capital expenditures in 2018 due to staffing level 
increases subsequent to the passage of Measure A. 

• On a budgetary basis, General Fund actual revenues exceeded budget by $840,917.  Actual expenditures 
were $575,743 lower than budgeted.   

• At June 30, 2018, the ending balance of the District's General Fund, which includes the funds designated 
for future capital improvements, was $7,031,389.   

 
Profile of the Government 

 
Government Entity 

 
The Apple Valley Fire Protection District became self-governing on January 15, 1951. It covers approximately 206 
square miles in the High Desert of San Bernardino County. The District serves a population of approximately 
90,000 in the incorporated and unincorporated areas of Apple Valley. 
 
Under the command of 1 Fire Chief the District operates seven fire stations, five of which are staffed 24-hours. 
These personnel staff three (3) medic engines, an aerial ladder truck, a medic squad, an urban search and rescue 
unit, two (2) water tenders, two (2) patrols, and four (4) brush engines.  At June 30, 2018, the District employed 55 
full and 4 part-time personnel. 

 
 

Budgetary Control 
 
The development of the budget is guided by the District's Master Plan, the goals established by the Board of 
Directors, the District's Financial Plan, and the desire to maintain high quality and cost effective fire protection and 
emergency services. 
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APPLE VALLEY FIRE PROTECTION DISTRICT

MANAGEMENT'S DISCUSSION AND ANALYSIS 
JUNE 30, 2018 

 

 

 

 
 

Revenue related to property valuations represents 51.2% of the District's overall revenue and comes from direct 
property tax receipts that are distributed from the County. Special assessments represented 39% of overall revenues 
in 2017-18.   The 2016-17 special assessment, known as Measure V, ended in June 2018 and was replaced with a 
new special assessment known as Measure A, beginning in 2017-18.  This special assessment does not have an end 
date and is subject to an annual cost of living allowance (COLA) capped at 2.0%. Other revenue consists of fees 
and reimbursements for services, such as permits, inspection fees, interest and miscellaneous sources. 

 
Expenditures are allocated in four major areas within the budget: Salaries and Benefits, Services and Supplies, 
Capital Outlay, and Debt Service. 

 
 

Overview of the Financial Statements 
 

This discussion and analysis is intended to serve as an introduction to the Apple Valley Fire Protection District's 
basic financial statements, which consist of the following components: 

 
• Statement of Net Position 

 
• Statement of Activities 

 
• Balance Sheet - Governmental Funds 

 
• Reconciliation of the Balance Sheets to the Statement of Net Position – Government Funds 

 
• Statement of Revenues, Expenditures and Changes in Fund Balances - Governmental Funds 

 
• Reconciliation of the Statement of Revenues, Expenditures and Changes in Fund Balance of the 

Governmental Funds to the Statement of Activities 
 

• Statement of Fiduciary Net Position 
 

• Notes to the Financial Statements 
 

• Required Supplementary Information 
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APPLE VALLEY FIRE PROTECTION DISTRICT

MANAGEMENT'S DISCUSSION AND ANALYSIS 
JUNE 30, 2018 

 

 

 

 
 

These statements help to illustrate the status of the District as a whole through the reporting of the year's activities. 
The Statement of Net Position and Statement of Activities report information about the District as a whole, and 
include all assets and liabilities, using the full accrual basis of accounting. Capital assets and long- term liabilities 
are included in these two statements. These statements report the District's net position and all of the current year's 
revenues and expenses. 

 
The Fund Statements, which include the Balance Sheet and the Statement of Revenues, Expenditures and 
Changes in Fund Balances, are based on the modified accrual basis of accounting. These statements present only 
current assets and current liabilities and exclude capital assets and long-term liabilities. 

 
The Statement of Net Position presents information on all of the District's assets and liabilities, with the difference 
between the two reported as net position. Over time, increases or decreases in net position may serve as a useful 
indicator of whether the financial position of the District is improving or deteriorating. As of June 30, 2018, the 
District had total assets and deferred outflows of resources of $18,539,843 and total liabilities and deferred inflows 
of resources of $18,779,762 resulting in a net negative position of $239,919. This represents an increase of $700,866 
in total net position from June 30, 2017, primarily due to the passage of Measure A. 

 
Current Assets include cash, investments and receivables. Non-current Assets include capital assets, net of related 
depreciation. The Apple Valley Fire Protection District uses these capital assets to provide services to citizens; 
consequently, these assets are not available for future spending.  

 
Deferred Outflows of Resources consists of pension and other post-employment benefit payments (OBEP) that will 
benefit future periods. 

 
Current Liabilities include accounts payable and accrued payables. Long-term Liabilities include non-current 
liabilities due within one year and non-current liabilities due in more than one year. Non-current liabilities include 
the District's net pension liability. 

 
Deferred Inflows of Resources include the difference between projected and actual performance of pension and 
OPEB assets. This is revenue that will be recognized in future periods. 

 
The remaining Net Position is divided between capital assets, restricted and unrestricted net position. Restricted 
net position is the portion of net position that is restricted to uses specified by third parties. Unrestricted net position 
is currently a deficit balance due to the long-term net pension liability determined according to GASB 68 and the 
long-term net OPEB liability determined according to GASB 75. 
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APPLE VALLEY FIRE PROTECTION DISTRICT

MANAGEMENT'S DISCUSSION AND ANALYSIS
JUNE 30, 2018 

 

 

 

 

      
 
 
 
 
 

Net Position

2018 2017

 Increase 
(Decrease) 
2018/2017 

Current Assets
Cash and investments $ 7,077,756    $ 5,102,012    $ 1,975,744      
Receivables (net of allowance for uncollectibles) 330,813      387,344      (56,531)         
Prepaid items 49,800        34,876        14,924           

Total Current Assets 7,458,369    5,524,232    1,934,137      

Non-Current Assets -                   
Capital assets, net of accumulated depreciation 7,124,501    7,309,522    (185,021)        

Total Non-Current Assets 7,124,501    7,309,522    (185,021)        
Total Assets 14,582,870  12,833,754  1,749,116      

Deferred outflows of Resources 3,956,973    3,055,696    901,277         

Current Liabilities
Accrued payables 198,202      346,776      (148,574)        
Deposits 500            6,977          (6,477)           

Total Current Liabilities 198,702      353,753      (155,051)        

Long Term Liabilities
Due within one year 225,000      225,000      -                   
Due in more than one year 16,922,338  14,461,385  2,460,953      

Total Long Term Liabilities 17,147,338  14,686,385  2,460,953      
Total liabilitieis 17,346,040  15,040,138  2,305,902      

Deferred Inflows of Resources 1,433,722    1,790,097    (356,375)        

Invested in capital assets 7,124,501    7,309,522    (185,021)        
Restricted - Development impact fees 127,433      67,250        60,183           
Restricted - Capital projects
Unrestricted (7,491,853)  (8,317,557)  825,704         

Total Net Position $ (239,919)     $ (940,785)     $ 700,866         

Assets

Liabilities

Net Position
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APPLE VALLEY FIRE PROTECTION DISTRICT

MANAGEMENT'S DISCUSSION AND ANALYSIS
JUNE 30, 2018 

 

 

 

 
 

The following Statement of Activities compares key elements in the change in net position during the fiscal 
years 2018 and 2016, as well as the District's revenues and expenditures for the same two periods: 
  

         
   

• Net position at the beginning of the year increased by $700,866 due to net changes related to Other 
Post-Employment Benefits and Net Pension Liability as described in note 12 and increased revenues 
due to the passage of Measure A. 

 
• Revenues are identified as General Revenues or Program Revenues. The District’s Special Tax 

revenues from Measure A are reported as Program Revenues to be consistent with the presentation for 
2018.  

 
• Total revenues increased $3,097,142, or 33.3%, from 2017. The greatest contributor to the increase is 

the passage of Measure A. Increases included a 6.3% increase in property tax revenue and 89.4% 
increase in Special Tax revenue due to the passage of Measure A. 

 

• General expenses increased $799,601 or 7.5% from 2017 due to Staffing Level increases as a result of 
the passage of Measure A. 

 
 
 
 

2018 2017
Revenues
General Revenues

Property taxes 6,263,121    5,892,033    
Investment income 257,969       251,741       
Gain on sale of assets -             32,457        

Program Revenues
Charges for services 5,822,017    3,073,837    
Operating Grants and Contributions -             95              
Capital grants and contributions 59,869        55,671        
          Total Revenues 12,402,976  9,305,834    

Expenses
Fire Protection 11,391,632  10,592,031  
          Total Expenses 11,391,632  10,592,031  

Increase (Decrease) in Net Position 1,011,344    (1,286,197)   
Total Net Position Beginning (940,785)     718,399       
Prior Period Adjustment (310,478)     (372,987)     
Net Position at Year End (239,919)     (940,785)     

Governmental Activities
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APPLE VALLEY FIRE PROTECTION DISTRICT

MANAGEMENT'S DISCUSSION AND ANALYSIS
JUNE 30, 2018 

 

 

 

 
The Governmental Funds Balance Sheet presents the current assets, liabilities and fund balances of the District 
at June 30, 2018.  The Balance Sheet assets of $7,458,369 exclude capital assets, net of accumulated 
depreciation. The assets presented on the Balance Sheet are as follows: 
 
Total Assets from Statement of Net Position 
Less: Capital Assets, net of Accumulated Depreciation 
Assets Reported on Governmental Funds Balance Sheet 

 
    $  14,582,870 

            (7,124,501) 
 

     $    7,458,369

 

The Governmental Funds Balance Sheet excludes noncurrent liabilities of $17,147,338.  The liabilities 
presented on the balance sheet are as follows: 
 
Total liabilities from statement of net position             $ 17,346,040 
Less: Non-Current Liabilities: Due within one year                   (225,000) 
Less: Non-Current Liabilities: Due in More than One Year                           (16,922,338) 
Total Liabilities from Governmental Funds Balance Sheet             $       198,702  
 
The assets reported on the Governmental Funds Balance Sheet equal liabilities and fund balance: 

 

Assets reported on the Governmental Funds Balance Sheet                                $    7,458,369 
 
Liabilities reported on the Governmental Funds Balance Sheet                                   198,702 
Deferred Inflows of Resources on the Governmental Funds Balance Sheet                100,845 
Fund Balance on the Governmental Funds Balance Sheet                                        7,158,822 
Total Liabilities and Deferred Inflows and Fund Balance                                   $    7,458,369 
 
The Reconciliation of the Governmental Funds Balance Sheet to the Statement of Net Position reconciles the 
difference between the fund balance of governmental funds of $7,158,822 and the District's net position of   
($239,919). 
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APPLE VALLEY FIRE PROTECTION 

MANAGEMENT'S DISCUSSION AND 
ANALYSIS JUNE 30, 2018 

 

 

 

 
 

The revenues in the Governmental Funds Statement of Revenues, Expenditures and Changes in Fund Balance 
represent the detail of Revenues and Expenditures for the District.   
 
2018 revenues and other financing sources total $12,302,131 and consist of the following: 

 
 
2017 revenues and other financing sources totaled $9,305,834 and consisted of the following: 
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APPLE VALLEY FIRE PROTECTION DISTRICT 
 
MANAGEMENT'S DISCUSSION AND ANALYSIS 
JUNE 30, 2018 

 

 
The expenditures in the 2018 Statement of Revenues, Expenditures and Changes in Fund Balance 
total $10,313,788 and consist of the following: 
 
    ___________________________________________________ 

     
    

              
 
2017 Expenditures amounted to $8,619,940 and consist of the following: 
 
                           ___________________________________________________  
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APPLE VALLEY FIRE PROTECTION DISTRICT 
 
MANAGEMENT'S DISCUSSION AND ANALYSIS 
JUNE 30, 2018 

 

 
The Notes to the Financial Statements present additional information and disclosures about the amounts 
reported in the financial statements. 

 
 

• Note 3: Capital Assets and Depreciation includes the reportable capital assets and calculated 
depreciation. Capital assets other than land are depreciated over their estimated useful life 
according to the table below: 

                                                             
 
       
• Note 5: Long-Term Liabilities provides a summary roll forward of the Districts long-term 

liabilities from 2017 to 2018.  
 

Requests for Information 
 
This financial report is designed to provide a general overview of the financial position of the Apple 
Valley Fire Protection District for all those with an interest in the District's finances. Questions concerning 
any of the information provided in this report or request for additional financial information should be 
addressed to the Finance Officer, 22400 Headquarters Drive, Apple Valley, California 92307. 

 

buildings 40 years
equipment  3 years
vehicles - new  7 years
vehicles - used  3 years
apparatus - new 15 years
apparatus - used  7 years
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Apple Valley Fire Protection District
Statement of Net Position

June 30, 2018

Governmental
Activities

ASSETS
Cash and Investments 7,077,756$           
Receivables:

Taxes 223,580                
Interest 7,044                   
Other 790                      
Due from Other Governments 99,399                 

Prepaid items 49,800                 
Capital Assets, Not Being Depreciated 2,571,933             
Capital Assets, Depreciated, Net 4,552,568             

Total Assets 14,582,870           

DEFERRED OUTFLOWS OF RESOURCES
Pension Related Amounts 3,956,973             

Total Deferred Outflows of Resources 3,956,973             

LIABILITIES
Accounts Payable 69,418                 
Accrued Salaries and Benefits 128,784                
Deposits 500                      
Noncurrent Liabilities:

Due within one year 225,000                
Due in more than one year 16,922,338           

Total Liabilities 17,346,040           

DEFERRED INFLOWS OF RESOURCES
Pension Related Amounts 1,083,331             
OPEB Related Amounts 350,391                

Total Deferred Inflows of Resources 1,433,722             

NET POSITION

Net Investment in Capital Assets 7,124,501             
Restricted - Development Impact Fees 127,433                
Unrestricted (7,491,853)           

Total Net Position (239,919)$            

The accompanying notes are an integral part of this statement.
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Apple Valley Fire Protection District
Statement of Activities

Year Ended June 30, 2018

Governmental
Activities Net
(Expenses)
Revenues

Operating Capital
Charges for Grants and Grants and Governmental

Functions/Programs Expenses Services Contributions Contributions Activities

Governmental Activities:
Public Safety 11,380,819$  5,822,017$   -$                  59,869$        (5,498,933)$      
Interest on long-term Debt 10,813 -                     -                     -                     (10,813)

Total Governmental
   Activities 11,391,632$  5,822,017$  -$                 59,869$        (5,509,746)       

General Revenues:
Property Taxes 6,263,121          
Investment Income 257,969             

Total General Revenues 6,521,090          

Change in Net Position 1,011,344          

Net Position - Beginning (940,785)           

Prior Period Adjustments (310,478)           

Net Position - Ending (239,919)$        

Program Revenues

The accompanying notes are an integral part of this statement.
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Nonmajor Total
Special Revenue Governmental

General Fund Funds
ASSETS

Cash and Investments 6,960,683$      117,073$         7,077,756$      
Receivables:

Taxes 223,580           -                       223,580           
Interest 7,044               -                       7,044               
Other 790                  -                       790                  
Due from Other Governments 89,039             10,360             99,399             

Prepaid items 49,800             -                       49,800             

Total Assets 7,330,936$      127,433$         7,458,369$      

LIABILITIES
Accounts Payable 69,418$           -$                     69,418$           
Accrued Salaries and Benefits 128,784           -                       128,784           
Deposits 500                  -                       500                  

Total Liabilities 198,702           -                       198,702           

DEFERRED INFLOWS OF RESOURCES
Unavailable Revenues - Charges for Services 100,845           -                       100,845           

Total Deferred Inflows of Resources 100,845           -                       100,845           

FUND BALANCES 
Nonspendable 49,800             -                       49,800             
Restricted -                       127,433           127,433           
Committed -                       -                       -                       
Assigned 2,589,326        -                       2,589,326        
Unassigned 4,392,263        -                       4,392,263        

Total Fund Balances 7,031,389        127,433           7,158,822        

Total Liabilities, Deferred Inflows of

Resources and Fund Balances 7,330,936$      127,433$         7,458,369$      

Apple Valley Fire Protection District
Balance Sheet 

Governmental Funds
June 30, 2018

The accompanying notes are an integral part of this statement.
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Apple Valley Fire Protection District
Reconciliation of the Governmental Fund Balance Sheet to the

Government-Wide Statement of Net Position
June 30, 2018

Fund balances - total governmental fund 7,158,822$    

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

Capital assets used in governmental activities are not
financial resources.  Therefore, they are not
reported in the fund financial statements.

Capital Assets 13,688,694    
Less: Accumulated Depreciation (6,564,193)     

Other long-term assets are not available to pay for current period expenditures
and therefore, are not reported as available revenues in the funds. 100,845         

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

Compensated Absences (862,330)        
Net OPEB Liability (2,293,107)     
Net Pension Liability (13,683,169)   
Claims Liabilities (308,732)        

Amounts for deferred inflows and deferred outflows related to the District's Net
Pension Liability and Net OPEB Liability are not reported in the funds.

Deferred Outflows Related to Pensions 3,956,973      
Deferred Inflows Related to Pensions (1,083,331)     
Deferred Inflows Related to OPEB (350,391)        

Net Position of Governmental Activities (239,919)$      

The accompanying notes are an integral part of this statement.
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Nonmajor Total
Special Revenue Governmental

General Fund Funds
REVENUES

Property Taxes 6,263,121$     -$                   6,263,121$     
Special Assessments 4,778,773       -                     4,778,773       
Intergovernmental 568,326          -                     568,326          
Charges for Services 374,073          -                     374,073          
Development Fees -                     59,869            59,869            
Use of Money and Property 257,655          314                 257,969          

Total Revenues 12,241,948     60,183            12,302,131     

EXPENDITURES
Current:

Salaries and Benefits 8,331,605       -                     8,331,605       
Services and Supplies 1,846,298       -                     1,846,298       

Capital Outlay 125,072          -                     125,072          
Debt Service:

Principal -                     -                     -                     
Interest and Fiscal Charges 10,813            -                     10,813            

Total Expenditures 10,313,788     -                     10,313,788     

Excess (Deficiency) of Revenues 
Over Expenditures 1,928,160       60,183            1,988,343       

Net Change in Fund Balances 1,928,160       60,183            1,988,343       

Fund Balances, Beginning of Year 5,103,229       67,250            5,170,479       

Fund Balances, End of Year 7,031,389$    127,433$        7,158,822$    

Apple Valley Fire Protection District
Statement of Revenues, Expenditures, and Changes in Fund Balances

Governmental Funds
Year Ended June 30, 2018

The accompanying notes are an integral part of this statement.
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Apple Valley Fire Protection District
Reconciliation of the Statement of Revenues, Expenditures and Changes in Fund

Balance of Governmental Funds to the Statement of Activities
Year Ended June 30, 2018

Net change in fund balances - governmental fund 1,988,343$    

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 the cost of these assets is allocated over their estimated
useful lives and reported as depreciation expense. 

Capital Expenditures 125,072         
Depreciation Expense (310,093)        

Revenues in the Statement of Activities that do not provide current financial
resources are not reported as revenues in the funds 100,845         

The amounts below included in the Statement of Activities do not provide (require)
the use of current financial resources and, therefore, are not reported as revenues
or expenditures in governmental funds (net change):

Compensated Absences (125,482)        
Net OPEB Liability (197,486)        
Net Pension Liability (2,053,682)     
Claims Liabilities (84,303)          

Amounts for deferred inflows and deferred outflows related to the District's Net Pension 
Liability and Net OPEB Liability are not reported in the funds.  This is the net change
in deferred inflows and outflows related to net pension liability and net OPEB liability.

Deferred Outflows Related to Pensions 1,233,514      
Deferred Inflows Related to Pensions 685,007         
Deferred Inflows Related to OPEB (350,391)        

Change in net position of governmental activities 1,011,344$    

The accompanying notes are an integral part of this statement.
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OPEB
Trust
Fund

ASSETS
Cash and Investments 2,566,729$      

Total Assets 2,566,729        

LIABILITIES
Accounts Payable -                       

Total Liabilities -                       

NET POSITION
Held in Trust 2,566,729        

Total Net Position 2,566,729$      

Apple Valley Fire Protection District
Statement of Fiduciary Net Position

Fiduciary Funds
June 30, 2018

The accompanying notes are an integral part of this statement.
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OPEB
Trust
Fund

ADDITIONS
Investment Income 133,870$        
Contributions 408,002          

Total Additions 541,872          

DEDUCTIONS
Benefit Payments 216,663          
Administrative Expenses 21,708            

Total Deductions 238,371          

Changes in Fiduciary Net Position 303,501          

Net Position, Beginning of Year, Restated 2,263,228       

Net Position, End of Year 2,566,729$    

Apple Valley Fire Protection District
Statement of Changes in Fiduciary Net Position

Fiduciary Funds
Year Ended June 30, 2018

The accompanying notes are an integral part of this statement.
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Apple Valley Fire Protection District 
Notes to Financial Statements 

Year Ended June 30, 2018 
 

 

1) SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 

The accounting policies of the Apple Valley Fire Protection District (the District) conform to accounting principles 
generally accepted in the United States of America as applicable to governments. The Governmental 
Accounting Standards Board (GASB) is the accepted standard setting body for governmental accounting and 
financial reporting principles. The following is a summary of the significant policies. 

 A) Description of Reporting Entity 

The Apple Valley Fire Protection District (the District) was formed on January 15, 1951, pursuant to the 
provisions of Section 13800 of the California Health and Safety Code. The purpose of the District is to 
provide fire protection services to the Town of Apple Valley and surrounding area. The District is a 
self-governed fire protection District organized entirely within the County of San Bernardino. The District, 
covering 206 square miles within its boundaries, is governed by a five-member Board of Directors elected 
by the citizens of the District Boundaries. 

The financial statements include all organizations, activities, and functions that comprise the District. 
Component units are legally separate entities for which the District (the primary entity) is financially 
accountable. Financial accountability is defined as the ability to appoint a voting majority of the 
organization's governing body and either (1) the District's ability to impose its will over the organization or 
(2) the potential that the organization will provide a financial benefit to, or impose a financial burden on, the 
District. Using these criteria, the District has no component units. 

 B) Description of Funds 

The accounts of the District are organized in three funds, which are considered separate accounting 
entities. The operations of the funds are accounted for with a set of self-balancing accounts that comprise 
its assets, liabilities, fund equity, revenues, and expenditures. The following types of funds are used: 

Governmental Fund Types 

General Fund - Because the District provides only fire protection services all resources, except as noted 
below are accounted for in this fund. 

Special Revenue Fund - The Special Revenue Fund is used to account for the proceeds of a specific 
revenue source that is legally restricted to expenditures for a specified purpose. Included in this fund are 
Development Impact Fees, which are revenues allocated to the District from fees collected from new 
development within the Town of Apple Valley's boundaries. 

Fiduciary Fund Types 

Additionally, the District reports the following fund types: 

OPEB Trust Fund – Used to account for the funding and payment of post-employment benefits other than 
pensions. 

 C) Basis of Accounting/ Measurement Focus 

Government -Wide Financial Statements 

The Government-wide financial statements (i.e, the Statement of Net Position and Statement of Activities) 
report information on all nonfiduciary activities of the primary government. 
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1) SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - Continued  

These statements are presented on an "economic resources" measurement focus and the accrual basis of 
accounting. Accordingly, the District's assets, deferred outflows, liabilities and deferred inflows, including 
capital assets and long- term debt, 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 expenses are recognized in the period in which 
the liability is incurred.  

The Statement of Activities demonstrates the degree to which the direct expenses of a given function are 
offset by program revenues. Direct expenses are those that are clearly identifiable with a specific function. 
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. Charges 
for services include revenues from customers or applicants who purchase, use, or directly benefit from 
goods, services, or privileges provided by a given function. Operating grants and contributions include 
revenues restricted to meeting the requirements of a particular operating function and may include state 
shared revenues and grants. Capital grants and contributions include revenues restricted to meeting the 
requirements of a particular capital function and may include grants or other contributions. Taxes and other 
items not properly included among program revenues are reported instead as general revenues. 

Governmental Fund Financial Statements 

Governmental fund financial statements include a Balance Sheet and Statement of Revenue, Expenditures, 
and Changes in Fund Balance for the General Fund and the Nonmajor Special Revenue Fund. An 
accompanying schedule is presented to reconcile and explain the differences in fund balance as presented 
in these statements to the net position presented in the Government-Wide Financial Statements. 

All 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 Sheet. The Statement of Revenues, Expenditures and Changes in Fund 
Balance presents increases (revenues and other financing sources) and decreases (expenditures and other 
financing uses) in fund balance. Revenues are recognized in the accounting period in which they become 
susceptible to accrual, that is, when they become both measurable and available to finance expenditures 
of the current period. "Measurable" means that the amount of the transaction can be determined, and 
"available" means collectible within the current period or soon enough thereafter to be used to pay liabilities 
of the current period. Accrued revenues include property taxes received within 60 days after year-end and 
earnings on investments. Grant funds earned but not received are recorded as a receivable at year-end, 
and amounts not received within the 60 day availability period are reported as unavailable revenues. 
Expenditures are recorded when the fund liability is incurred, if measurable, except for unmatured interest 
on general long-term debt, which is recognized when due. 

 D) Claims and Judgements 

In accordance with Governmental Accounting Standards Board (GASB) Statement No. 62, the District 
records a liability for claims, judgments, and litigation when it is probable that a liability has been incurred 
at year-end and the probable amount of loss (net of any insurance coverage) can be reasonably estimated. 
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1) SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - Continued  

 E) Capital Assets 

Capital assets, which include land, buildings, improvements, and equipment, are reported in the 
Governmental Activities column of the Government-Wide Financial Statements.  Capital assets are defined 
by the District as all land, buildings, vehicles, computers, equipment, and improvements, with an initial 
individual cost of more than $5,000 and an estimated useful life of more than one year. Such assets are 
recorded at historical cost or estimated historical cost if purchased or constructed. Donated capital assets 
received prior to the implementation of GASB 72 were recorded at fair value on the date of donation.  
Donated capital assets received subsequent to the implementation of GASB 72 are recorded at acquisition 
value as of the date received. 

The costs of normal maintenance and repairs that do not add to the value of the asset or materially extend 
assets lives are not capitalized. Depreciation is recorded in the Government-Wide Financial Statements on 
a straight-line basis over the useful life of the assets as follows: 

Buildings      40 Years 
Improvements other than buildings    5-50 Years 
Machinery and Equipment    3-20 Years 
 

 F) Investments 

The foremost objective of the District's investment policy is safety of capital. The following are authorized 
and suitable investments of District funds: Local Agency Investment Fund (LAIF), a State of California 
managed investment pool; time deposits with maturities not exceeding two years; repurchase agreements 
not exceeding 90 days in maturities; and Money Market Funds having a weighted average maturity of 90 
days and meeting the criteria contained in Government Code Section 53601(k). 

Investments are included within the financial statement classifications of "Cash and investments" and are 
stated at fair value, unless fair value reasonably approximates cost, in which case cost is used. 

 G) Use of Estimates 

  The presentation 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 revenues and expenditures/expenses during the reporting period.  
Actual results could differ from those estimates and assumptions.  

 H) Restricted Assets  

Restricted assets represent cash and cash equivalents whose use is limited by legal requirements. 
Restricted cash and cash equivalents represent development impact fees collected by the Town of Apple 
Valley and remitted to the District for capital expenditures. When both restricted and unrestricted resources 
are available for use, it is the District's policy to use restricted resources first, and then unrestricted 
resources as they are needed. 

 I) Compensated Absences 

The District's policy is to pay for a variable scale of 60% to 100% of sick time accrued upon retirement, 
death or resignation of an employee after five years continuous service with the District. The accrual rate 
is 96 hours per year for 40-hour employees, and 144 hours per year for 24-hour shift employees based on 
longevity with the District.  
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1) SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - Continued   

 J) Accounts Receivable and Allowance for Bad Debts 

The District considers accounts receivable to be fully collectible. Accordingly, no allowance for doubtful 
accounts is required. 

Property taxes attach as an enforceable lien on property as of January 1. Taxes are levied on July 1 and 
are payable in two installments on December 10 and April 10. The County of San Bernardino bills and 
collects the property taxes and distributes them to the District in installments during the year. District 
property tax revenues are recognized when levied to the extent that they result in current receivables. 

 K) Fund Balance – Governmental Funds 

Fund balances of the governmental funds are classified as follows: 

Nonspendable - amounts that cannot be spent either because they are in nonspendable form or because 
they are legally or contractually required to be maintained intact.  

Restricted - amounts that can be spent only for specific purposes because of constitutional provisions or 
enabling legislation or because of constraints that are externally imposed by creditors, grantors, 
contributors, or the laws or regulations of other governments. 

Committed - amounts that can be used only for specific purposes determined by a formal action of the 
governing board, which is the highest level of decision-making authority for the District. Commitments may 
be established, modified, or rescinded only through ordinances or resolutions approved by the governing 
board. 

Assigned - amounts that do not meet the criteria to be classified as restricted or committed but that are 
intended to be used for specific purposes.  The Board of Directors can make assignments of fund balance. 

Unassigned -all other spendable amounts. 

When an expenditure is incurred for purposes for which both restricted and unrestricted fund balance is 
available, the District considers restricted funds to have been spent first. When an expenditure is incurred 
for which committed, assigned, or unassigned fund balance are available, the District considers amounts 
to have been spent first out of committed funds, then assigned funds, and finally unassigned funds, as 
needed, unless the governing board has provided otherwise in its commitment or assignment actions. 

 L) Net Position 

GASB Statement No. 63 requires that the difference between assets added to the deferred outflows of 
resources and liabilities added to the deferred inflows of resources be reported as net position. Net position 
is classified as either net investment in capital assets, restricted, or unrestricted. ꞏ 

Net investment in capital assets consists of capital assets, net of accumulated depreciation, and reduced 
by the outstanding principal of related debt. Restricted net position is the portion of net position that has 
external constraints placed on it by creditors, grantors, contributors, laws, or regulations of other 
governments, or through constitutional provisions or enabling legislation.  Unrestricted net position consists 
of net position that does not meet the definition of net investment in capital assets or restricted net position. 
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1) SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - Continued  

 M) Deferred Outflows/Inflows of Resources 

In addition to assets, the statement of net position (balance sheet) will sometimes report a separate section 
for deferred outflows of resources. This separate financial statement element represents a consumption of 
net position that applies to a future period and so will not be recognized as an outflow of resources 
(expense/expenditure) until then. 

In addition to liabilities, the statement of net position will sometimes report a separate section for deferred 
inflows of resources. This separate financial statement element represents an acquisition of net position 
that applies to a future period and so will not be recognized as an inflow of resources (revenue) until that 
time. 

 N) Pensions 

For purposes of measuring the net pension liability, deferred outflows of resources, deferred inflows of 
resources, and pension expense related to pensions, information about the fiduciary net position of the 
California Public Employees Retirement System (CalPERS) and additions to/deductions from CalPERS 
fiduciary net position have been determined on the same basis as they are reported by CalPERS. For this 
purpose, employer and employee contributions are recognized in the period the related salaries are earned 
and become measurable pursuant to formal commitments, statutory or contractual requirements, benefit 
payments (including refunds of employee contributions) are recognized when due and payable in 
accordance with the benefit terms, and investments are reported at fair value. 

 O) Other Postemployment Benefits (OPEB) 

For purposes of measuring the net OPEB liability, deferred outflows of resources and deferred inflows of 
resources related to OPEB, and OPEB expense, information about the fiduciary net position of the City’s plan 
(OPEB Plan) and additions to/deductions from the OPEB Plan’s fiduciary net position have been determined 
on the same basis.  For this purpose, benefit payments are recognized when currently due and payable in 
accordance with the benefit terms. Investments are reported at fair value. 

Generally accepted accounting principles require that the reported results must pertain to liability and asset 
information within certain defined timeframes.  For this report, the following timeframes are used: 
 
  Valuation Date  June 30, 2017 
  Measurement Date  June 30, 2018 
  Measurement Period  July 1, 2017 to June 30, 2018 

 

 P) Implementation of Governmental Accounting Standards Board (GASB) Pronouncements 

   
 The Governmental Accounting Standards Board has issued the following Statements, which may 

affect the District’s financial reporting requirements in the future: 
  
GASB 83 - Certain Asset Retirement Obligations:  This Statement addresses accounting and 
financial reporting for certain asset retirement obligations (AROs). An ARO is a legally enforceable 
liability associated with the retirement of a tangible capital asset.  A government that has legal 
obligations to perform future asset retirement activities related to its tangible capital assets should 
recognize a liability based on the guidance in this Statement. The requirements of this Statement 
are effective for reporting periods beginning after June 15, 2018. 
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1) SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - Continued  

 
GASB 84 - Fiduciary Activities:  This Statement establishes criteria for identifying fiduciary 
activities of all state and local governments. The focus of the criteria generally is on (1) whether 
a government is controlling the assets of the fiduciary activity and (2) the beneficiaries with whom 
a fiduciary relationship exists. Separate criteria are included to identify fiduciary component units 
and postemployment benefit arrangements that are fiduciary activities.  The requirements of this 
Statement are effective for reporting periods beginning after December 15, 2018. 
 
GASB 87 – Leases:  This Statement requires recognition of certain lease assets and liabilities for 
leases that previously were classified as operating leases and recognized as inflows of resources 
or outflows of resources based on the payment provisions of the contract. It establishes a single 
model for lease accounting based on the foundational principle that leases are financings of the 
right to use an underlying asset. The requirements of this Statement are effective for reporting 
periods beginning after December 15, 2019. 
 
GASB 88 – Certain Disclosures Related to Debt:  The primary objective of this Statement is to 
improve the information that is disclosed in notes to government financial statements related to 
debt, including direct borrowings and direct placements. It also clarifies which liabilities 
governments should include when disclosing information related to debt.  The requirements of 
this Statement are effective for reporting periods beginning after June 15, 2018. 
 
GASB 89 – Accounting for Interest Cost Incurred before the End of a Construction Period:  This 
Statement establishes accounting requirements for interest cost incurred before the end of a 
construction period.  The requirements of this Statement are effective for reporting periods 
beginning after December 15, 2019. 

GASB 90 – Majority Equity Interests:  The primary objectives of this Statement are to improve the 
consistency and comparability of reporting a government's majority equity interest in a legally 
separate organization and to improve the relevance of financial statement information for certain 
component units.  The requirements of this Statement are effective for reporting periods beginning 
after December 15, 2018. 
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2) CASH AND INVESTMENTS  

Cash and investments as of June 30, 2018 consist of the following: 

 

 

Authorized Investments 

In accordance with Section 53601 of the California Government Code, the District's Board of Directors has 
directed the District to invest in the following: 

 Local Agency Investment Fund (State Pool - LAIF) 
 Other investments which are expressly permitted by the District's Board of Directors 

 

Concentration of Credit Risk 

The investment policy of the District contains no limitation on the amount that can be invested in any one issuer 
beyond that stipulated by the California Government Code.  There are no investments in any one issuer that 
represent 5% or more of total District investments (other than money market and external investment pools). 

 

Custodial Credit Risk  

Custodial credit risk for deposits is the risk that, in the event of the failure of a depository financial institution, a 
government will not be able to recover its deposits or will not be able to recover collateral securities that are in 
the possession of an outside party.  The California Government Code and the District’s investment policy do 
not contain legal or policy requirements that would limit the exposure to custodial credit risk for deposits, other 
than the following provision for deposits:  The California Government Code requires that a financial institution 
secure deposits made by state or local governmental units by pledging securities in an undivided collateral pool 
held by a depository regulated under state law (unless so waived by the governmental unit).   

  

Statement of Net Position:
Cash and Investments 7,077,756$                  

Statement of Fiduciary Net Postion:
Cash and Investments 2,566,729                    

Total Cash and Investments 9,644,485$                  

Cash on Hand 250$                            
Deposits with Financial Insitutions 5,593,023                    
Investments 4,051,212                    

Total Cash and Investments 9,644,485$                  

Minimum Not
Legal Required

Investment Type Total Rating to be Rated

Local Agency Investment Fund 1,484,483$     N/A 1,484,483$     
Money Market Mutual Funds 2,566,729       N/A 2,566,729       

Total 4,051,212$     4,051,212$     
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2) CASH AND INVESTMENTS - Continued 

The market value of the pledged securities in the collateral pool must equal at least 110% of the total amount 
deposited by the public agencies.  California law also allows financial institutions to secure District deposits by 
pledging first trust deed mortgage notes having a value of 150% of the secured public deposits. 

Fair Value of Investments 

The District categorizes its fair value measurements within the fair value hierarchy established by generally 
accepted accounting principles.  The hierarchy is based on the valuation inputs used to measure the fair value 
of the asset.  Level 1 inputs are quoted prices in active markets for identical assets; Level 2 inputs are significant 
other observable inputs; Level 3 inputs are significant unobservable inputs.  None of the District’s investments 
as of June 30, 2018 are subject to the fair value hierarchy measurements (LAIF and money market investments 
only). 

Investment in State Investment Pool 

The California Local Agency Investment Fund (LAIF) is a special fund of the California State Treasury through 
which local governments may pool investments. The District may invest up to $50,000,000 in the fund. 
Investments in LAIF are highly liquid, as deposits can be converted to cash within 24 hours without loss of 
interest. All investments with the LAIF are secured by the full faith and credit of the state of California. 

The management of the State of California Pooled Money Investment Account has indicated to the District that 
as of June 30, 2018, the carrying amount of the pool was $88,813,999,646 and the estimated market value of 
the pool (including accrued interest) was $88,949,144,131.38.  The District's proportionate share of that value 
is $1,484,483. Included in LAIF's investment portfolio are collateralized mortgage obligations, mortgage-backed 
securities, other asset-backed securities, loans to certain state funds, and floating rate securities issued by 
federal agencies, government-sponsored enterprises, and corporations. 

The State Treasurer's Local Agency Investment Fund is a governmental investment pool managed and directed 
by the California State Treasurer and is not registered with the Securities and Exchange Commission. An 
oversight committee, comprised of California State officials and various participants, provide oversight to the 
management of the fund. The daily operations and responsibilities of LAIF fall under the auspices of the State 
Treasurer's Office. It is the District's understanding that the values of shares in the LAIF pool reflect "fair value." 
The District is a voluntary participant in the investment pool. 

OPEB Trust Investment Program 

Investments of funds held in the OPEB Trust Investment Program are authorized by an agreement between 
the District and an investment advisor.  The funds may be invested in an asset allocation model portfolio.  As 
of June 30, 2018, the District’s OPEB investment trust has investments in money market mutual funds with a 
fair value of $2,566,729.  
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3) CAPITAL ASSETS AND DEPRECIATION  

The District has reported all capital assets in the Government-Wide Statement of Net position. The following 
table presents the capital assets activity for the year ended June 30, 2018. 

 

Depreciation expense in the amount of $310,093 was charged to the public safety function on the Statement of 
Activities for the year ended June 30, 2018. 

 

4) RISK MANAGEMENT  

The District is exposed to various risks of loss related to torts, theft of, damage to, and destruction of assets, 
errors and omissions, injuries to employees and natural disasters. 

Workers' Compensation and General Liability 

The District was a member of the Public Agency Self Insurance System of San Bernardino County (PASIS). On 
October 20, 2015, the District's board passed a resolution to dissolve PASIS. The District is responsible for the 
remaining claims from PASIS that were within their self-insured retention requirement.  As of June 30, 2018, 
the estimated remaining liability related to these claims was $308,732.  

On July 1, 2015, the District became a participating member of SDRMA, a joint powers authority offering 
comprehensive risk management programs. The District’s purchased insurance coverage from SDRMA 
provides coverage for general liability, employment practices, errors and omissions, auto liability, property and 
workers’ compensation.  SDRMA pays 100% of the claims up to the per occurrence limits.  The following claims 
schedule includes workers’ compensation and general liability for the past two fiscal years. 

  Beginning  Current Year   Claim Payments   
  of Year  Claims and Changes For Current and  End of Year 

Year  Liability  In Estimates  Prior Years  Liability 
         

2016-2017   243,507   -   19,078   224,429 
2017-2018   224,429   84,303   -   308,732 

 

Beginning Ending 
Balance Increases Decreases Balance

Capital assets, not depreciated:
Land 2,571,933$    -$                  -$                  2,571,933$    

Total Capital Assets Not Depreciated 2,571,933      -                   -                   2,571,933      

Depreciable capital assets:
Buildings and Other Improvements 6,335,869      60,130           -                   6,395,999      
Equipment and Vehicles 4,718,507      64,942           (62,687)          4,720,762      

Total Cost of Depreciable Capital Assets 11,054,376    125,072         (62,687)          11,116,761    

Less accumulated depreciation for
Buildings and Other Improvements 2,453,635      160,231         -                   2,613,866      
Equipment and Vehicles 3,863,152      149,862         (62,687)          3,950,327      

Total Accumulated Depreciation 6,316,787      310,093         (62,687)          6,564,193      

Depreciable capital assets, net 4,737,589      (185,021)        -                   4,552,568      

Total Capital assets, net 7,309,522$   (185,021)$     -$                  7,124,501$   
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5) LONG-TERM LIABILITIES 

Change in long-term debt balances are as follows: 

 

 

Compensated Absences 

For governmental funds, accumulated vacation and sick leave benefits payable to the District employees 
amounted to $862,330 ($326,814 vacation, $496,952 sick leave, and $38,564 comp time) at June 30, 2018. 
Vacation benefits will be recorded as an expenditure in the governmental funds when the related current liability 
is incurred. The long-term portion of this liability, along with sick leave, will be recorded as an expenditure upon 
retirement. 

 

6) CLASSIFICATION OF NET POSITION & FUND BALANCE 

In the Government-Wide financial statements net position is classified as follows: 

Net Investment in Capital Assets 

This component of net position consists of capital assets, including restricted capital assets, net of accumulated 
depreciation reduced by the outstanding balances of any bonds, mortgages, notes, or other borrowings that are 
attributable to the acquisition, construction, or improvement of those assets. If there are significant unspent 
related debt proceeds at year-end, the portion of the debt attributable to the unspent proceeds is not included 
in the calculation of invested in capital assets, net of related debt. Rather, that portion of the debt is included in 
the same net position component as the unspent proceeds. 

Restricted Net Position 

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

Unrestricted Net Position 

This category represents the net position of the District that are not externally restricted for any project or other 
purpose. 

  

Beginning Ending Due in 

Balance Additions Deletions Balance one year

Net Pension Liability 11,629,487$ 2,053,682$   -$                13,683,169$ -$                

Net OPEB Liability 2,095,621     197,486       -                  2,293,107     -                  

Claims Liabilities 224,429       84,303         -                  308,732       -                  

Compensated Absences 736,848       125,482       -                  862,330       225,000       

Total Governmental Activities 14,686,385$ 2,460,953$   -$                17,147,338$ 225,000$      
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6) CLASSIFICATION OF NET POSITION & FUND BALANCE - Continued 

Fund balance in the governmental funds is classified as follows as of June 30, 2018: 

 

Included in the $4,392,263 fund balance of the General Fund is the Board of Directors approved economic 
security of $1,072,482. 

 

7) RETIREMENT PLAN 

General Information about the Defined Benefit Pension Plan 

Plan Description – All qualified permanent and probationary employees are eligible to participate in the Public 
Agency Cost-Sharing Multiple-Employer Defined Benefit Pension Plan (Plan) administered by the California 
Public Employees’ Retirement System (CalPERS.) The Plan consists of individual rate plans (benefit tiers) 
within a safety risk pool (police and fire) and a miscellaneous risk pool.  Plan assets may be used to pay benefits 
for any employer rate plan of the safety and miscellaneous pools.  Accordingly, rate plans within the safety or 
miscellaneous pools are not separate plans under GASB Statement No. 68.  Individual employers may sponsor 
more than one rate plan in the miscellaneous or safety risk pools.  The District sponsors six rate plans (three 
miscellaneous and three safety).  Benefit provisions under the Plan are established by State statute and District 
resolution. CalPERS issues publicly available reports that include a full description of the pension plan regarding 
benefit provisions, assumptions and membership information that can be found on the CalPERS website. 

Benefits Provided – The Plan is a cost-sharing multiple-employer defined benefit pension plan administered 
by the California Public Employees’ Retirement System (CalPERS). A full description of the pension plan benefit 
provisions, assumptions for funding purposes but not accounting purposes, and membership information is 
listed in the June 30, 2016 Annual Actuarial Valuation Report. Details of the benefits provided can be obtained 
in Appendix B of the June 30, 2016 actuarial valuation report. This report is a publicly available valuation report 
that can be obtained at CalPERS’ website under Forms and Publications. 

  

Nonmajor Total
Special Revenue Governmental

General Fund Funds
Nonspendable:

Prepaid Items 49,800$        -$                 49,800$        

Restricted:
Development Impact Projects -                   127,433        127,433        

Assigned:
Equipment Replacement 1,252,478      -                   1,252,478      
Other Purposes:

Compensated Absences 736,848        -                   736,848        
Workers' Compensation Reserves 600,000        -                   600,000        

Unassigned 4,392,263      -                   4,392,263      

Total Fund Balance (Deficit) 7,031,389$    127,433$       7,158,822$    
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7) RETIREMENT PLAN - Continued 

 

Contributions – Section 20814(c) of the California Public Employees’ Retirement Law requires that the 
employer contribution rates for all public employers be determined on an annual basis by the actuary and shall 
be effective on the July 1 following notice of a change in the rate.  Funding contributions for the Plans are 
determined annually on an actuarial basis as of June 30 by CalPERS.  The actuarially determined rate is the 
estimated amount necessary to finance the costs of benefits earned by employees during the year, with an 
additional amount to finance any unfunded accrued liability.  The District is required to contribute the difference 
between the actuarially determined rate and the contribution rate of employees. 

Beginning in fiscal year 2016, CalPERS collects employer contributions for the Plan as a percentage of payroll 
for the normal cost portion as noted in the rates above and as a dollar amount for contributions toward the 
unfunded liability. The dollar amounts are billed on a monthly basis. The District’s required contribution for the 
unfunded liability was $442,089 in fiscal year 2018. 

The District’s contributions to the plan for the year ended June 30, 2018 were $1,159,421. 

Pension Liabilities, Pension Expenses and Deferred Outflows/Inflows of Resources Related to 
Pensions 

As of June 30, 2018, the District reported a liability of $13,683,169 for its proportionate share of the net pension 
liability.  The District’s net pension liability for the Plan is measured as the proportionate share of the net pension 
liability.  The net pension liability of the Plans is measured as of June 30, 2017, and the total pension liability 
for the Plan used to calculate the net pension liability was determined by an actuarial valuation as of June 30, 
2016 rolled forward to June 30, 2017 using standard update procedures.  The District’s proportion of the net 
pension liability was based on a projection of the District’s long-term share of contributions to the pension plan 
relative to the projected contributions of all participating employers, actuarially determined.   

Prior to Between 8/25/12 On or after
Hire date August 25, 2012 and 12/31/12 January 1, 2013
Benefit formula 2.7% @ 55 2% @ 60 2% @ 62
Benefit vesting schedule 5 years service 5 years service 5 years service
Benefit payments monthly for life monthly for life monthly for life
Retirement age 55 60 62
Monthly benefits, as a % of eligible compensation Highest single year 3-year average 3-year average
Required employee contribution rates 8% 7% 6.50%
Required employer contribution rates 12.470% + $62,246 7.809% 6.930%

Prior to Between 8/25/12 On or after
Hire date August 25, 2012 and 12/31/12 January 1, 2013
Benefit formula 3% @ 55 2% @ 55 2% @ 57
Benefit vesting schedule 5 years service 5 years service 5 years service
Benefit payments monthly for life monthly for life monthly for life
Retirement age 55 55 57
Monthly benefits, as a % of eligible compensation Highest single year 3-year average 3-year average
Required employee contribution rates 9% 7% 10.25%
Required employer contribution rates 19.520% + $379,332 13.482% + $112 9.970% + $398

Miscellaneous

Safety
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7) RETIREMENT PLAN - Continued 

The District’s proportionate share of the net pension liability as of June 30, 2016 and 2017 was as follows: 

 

For the year ended June 30, 2018, the District recognized pension expense of $1,305,535.  At June 30, 2018, 
the District reported deferred outflows of resources and deferred inflows of resources related to pensions from 
the following sources: 

 

$1,159,421 reported as deferred outflows of resources related to contributions subsequent to the measurement 
date will be recognized as a reduction of the net pension liability in the year ending June 30, 2019. Other 
amounts reported as deferred outflows of resources and deferred inflows of resources related to pensions will 
be recognized as pension expense as follows: 

 

 

 Actuarial Assumptions – The total pension liabilities in the June 30, 2016 actuarial valuations were 
determined using the following actuarial assumptions: 

  

Proportion - June 30, 2016 0.13440%
Proportion - June 30, 2017 0.13797%
Change - Increase (Decrease) 0.00357%

Deferred Outflows Deferred Inflows
of Resources of Resources

Pension contributions subsequent to measurement date 1,159,421$      -$                     
Differences between actual and expected experience 85,123             -                       
Changes in assumptions 2,192,772        -                       
Change in employer's proportion -                       327,696           
Differences between the employer's contributions

and the employer's proportionate share of contributions -                       755,635           
Net differences between projected and actual
  earnings on plan investments 519,657           -                       

Total 3,956,973$      1,083,331$      

Year Ending
June 30,

2019 (33,058)$          
2020 1,283,419        
2021 768,370           
2022 (304,510)          
2023 -                       

Thereafter -                       
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7) RETIREMENT PLAN - Continued  

 

The underlying mortality assumptions and all other actuarial assumptions used in the June 30, 2016 valuation 
were based on the results of a January 2014 actuarial experience study for the period 1997 to 2011.  Further 
details of the Experience Study can found on the CalPERS website. 

Discount Rate – The discount rate used to measure the total pension liability was 7.15% for the Plan.  To 
determine whether the municipal bond rate should be used in the calculation of a discount rate for the plan, 
CalPERS stress tested plans that would most likely result in a discount rate that would be different from the 
actuarially assumed discount rate. Based on the testing, none of the tested plans run out of assets. Therefore, 
the current 7.15 percent discount rate is adequate and the use of the municipal bond rate calculation is not 
necessary. The long term expected discount rate of 7.15 percent will be applied to all plans in the Public 
Employees Retirement Fund (PERF). The stress test results are presented in a detailed report called “GASB 
Crossover Testing Report” that can be obtained at CalPERS’ website under the GASB 68 section. 

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. 

In determining the long-term expected rate of return, staff took into account both short-term and long-term 
market return expectations as well as the expected pension fund (Public Employees’ Retirement Fund) cash 
flows. Such cash flows were developed assuming that both members and employers will make their required 
contributions on time and as scheduled in all future years. Using historical returns of all the funds’ asset classes, 
expected compound (geometric) returns were calculated over the short-term (first 10 years) and the long-term 
(11-60 years) using a building-block approach. Using the expected nominal returns for both short-term and 
long-term, the present value of benefits was calculated for each fund. The expected rate of return was set by 
calculating the single equivalent expected return that arrived at the same present value of benefits for cash 
flows as the one calculated using both short-term and long-term returns. The expected rate of return was then 
set equivalent to the single equivalent rate calculated above and rounded down to the nearest one quarter of 
one percent. 

The table below reflects the long-term expected real rate of return by asset class. The rate of return was 
calculated using the capital market assumptions applied to determine the discount rate and asset allocation. 
These rates of return are net of administrative expenses.  

All Plans

Valuation date June 30, 2016

Measurement date June 30, 2017

Actuarial cost method entry-age normal

Actuarial assumptions:

  Discount rate 7.15%

  Inflation 2.75%

  Payroll growth 3.00%

  Projected salary increase (1)

  Investment rate of return 7.15%

  Mortality (2)

(1) Depending on age, service and type of employment

(2) Derived using CalPERS’ Membership Data for all Funds. 
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7) RETIREMENT PLAN - Continued  

 

 

 

Sensitivity of the Proportionate Share of the Net Pension Liability to Changes in the Discount Rate – 
The following presents the District’s proportionate share of the net pension liability for the Plan, calculated using 
the discount rate for the Plan, as well as what the District’s proportionate share of the net pension liability would 
be if it were calculated using a discount rate that is 1-percentage point lower or 1-percentage point higher than 
the current rate: 

 

Pension Plan Fiduciary Net Position – Detailed information about the pension plan’s fiduciary net position is 
available in the separately issued CalPERS financial reports. 

Payable to the Pension Plan 

At June 30, 2018, the District reported a payable of $0 for the outstanding amount of contributions to the pension 
plan required for the year ended June 30, 2018. 

  

New Strategic Real Return Real Return

Asset Class Allocation Years 1 - 10 (1) Years 11+ (2)

Global Equity 47% 4.90% 5.38%

Global Fixed Income 19% 0.80% 2.27%

Inflation Sensitive 6% 0.60% 1.39%

Private Equity 12% 6.60% 6.63%

Real Estate 11% 2.80% 5.21%

Infrastructure and Forestland 3% 3.90% 5.36%

Liquidity 2% -0.40% -0.90%

(1) An expected inflation of 2.5% used for this period.

(2) An expected inflation of 3.0% used for this period.

1% Decrease 6.15%
Net Pension Liability 21,527,103$   

Current Discount Rate 7.15%
Net Pension Liability 13,683,169$   

1% Increase 8.15%
Net Pension Liability 7,263,091$     
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8) OTHER POST EMPLOYMENT BENEFITS 

General Information About the OPEB Plan 

Plan Description – The District has established a single-employer trust, “The Apple Valley Fire Protection 
District Retiree Health Reimbursement Arrangement, (the “HRA”) with Administrative Services Corporation 
d/b/a Genesis Employee Benefits to administer its postemployment healthcare plan.  The District’s plan 
provides retiree funds for health care benefits for eligible employees who retire from the District.  Eligible retirees 
may elect coverage through the District’s contract with CalPERS for health care benefits.  The plan benefits are 
established and may be amended by the Apple Valley Fire Protection District’s Board of Directors.    

Benefits Provided – Under the HRA, retirees are classified into two groups.  The first group, retirees and 
surviving spouses who retired from the District on or before November 30, 2007, receive a Supplemental Benefit 
Contribution (SBC) of $400 per month for life ($550 for retiree and spouse) which can be used for qualified 
medical expenses.  The second group, retirees who retired from the District on or after December 1, 2007, may 
receive a percentage (ranging from 0% to 100%) of the $400 SBC, up to age 65 or for the retiree’s lifetime 
based on a combination of hire date, position and cumulative full-time service as of November 30, 2007, as 
defined by four vesting schedules.  Both groups also have the option of electing coverage through the District’s 
contract with CalPERS for healthcare benefits.  Retirees and eligible surviving spouses who elect that coverage 
also receive the benefit of District-paid premiums for the Minimum Required Contribution (MRC) required by 
CalPERS.  At June 30, 2018, the MRC was $133 per month.  The Apple Valley Fire Protection District’s Actuarial 
Valuation of Post-Retirement Medical Benefits as of June 30, 2017, can be obtained from the district at 22400 
Headquarters Drive, Apple Valley, CA 92307. 

Employees Covered by Benefit Terms – At June 30, 2018, the following employees were covered by the 
benefit terms: 

 

Contributions – Annual contributions are budgeted in the District’s annually adopted budget and are based on 
pay-as-you-go costs and additional contributions to the trust as determined by the District’s budget.  For the 
year ended June 30, 2018, the District’s contribution to the plan was $408,002.  Employees are not required to 
contribute to the plan. 

Net OPEB Liability 

The District’s net OPEB liability of $2,293,107 was measured as of June 30, 2018, and was determined by an 
actuarial valuation as of June 30, 2017, rolled forward using standard update procedures. 

Actuarial Assumptions and Other Inputs - The total OPEB liability in the June 30, 2017 actuarial valuation 
was determined using the following actuarial assumptions and other inputs, applied to all periods included in 
the measurement, unless otherwise specified: 

Valuation Date June 30, 2017 
Actuarial Cost Method Entry Age Normal Cost  
Mortality RP 2014 Mortality Table. Blended tables for males and females 

(50%/50%). 
Age at Retirement Later of Age 57 with 10 years of service or age +1 if eligible to 

retire. 
Health Care Trend Rate MRC (PEMHCA) 3.00%.  SBC fixed at $400 or $550 
Inflation Rate 3.00%  
Salary Changes N/A – benefit is not based on salaries  
Discount Rate 6.00%  

 

Retirees or spouses of retirees
   currently receiving benefits 36
Active employees 54

90
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8) OTHER POST EMPLOYMENT BENEFITS - Continued 

The long-term expected rate of return on OPEB plan investments was determined based on a long-term 
assumed rate of return of 20 to 30 years.  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.  The 
target allocation and best estimates of arithmetic real rates of return for each major asset class are summarized 
in the following table: 

 

Discount Rate – The discount rate used to measure the total OPEB liability was 6.0 percent.  The projection 
of cash flows used to determine the discount rate assumed that District contributions will be made at rates equal 
to the actuarially determined contribution rates.  Based on those assumptions, the OPEB plan’s fiduciary net 
position was projected to be available to make all projected OPEB payments for current and inactive employees.  
Therefore, the long-term expected rate of return on OPEB plan investments was applied to all periods of 
projected benefit payments to determine the total OPEB liability. 

Changes in the Net OPEB Liability 

 

The plans fiduciary net position as a percentage of the total OPEB liability at June 30, 2018 is 52.82%. 

 
Sensitivity of the Net OPEB Liability to changes in the Discount Rate -  The following presents the net 
OPEB liability of the District, as well as what the District’s Net OPEB would be if it were calculated using a 
discount rate that is 1-percentage-point lower or 1-percentage-point higher than the current discount rate: 

 

 

Target Long-Term Weighted
Asset Class Allocation Rate of Return Rate

Equities 60% 7.5% 4.5%
Fixed Income 40% 3.75% 1.5%

Total 6%

Total OPEB Plan Fiduciary Net OPEB

Liability Net Position Liability/(Asset)

Balance at June 30, 2017 4,577,314$              2,263,228$              2,314,086$              

Changes in the year:

   Service cost 120,213                   -                               120,213                   

   Interest on the total OPEB liability 268,234                   -                               268,234                   

   Differences between expected and actual

earnings on investments 38,816                     -                               38,816                     

   Changes in assumptions 71,922                     -                               71,922                     

   Contributions from the employer -                               408,002                   (408,002)                  

   Net investment income -                               133,870                   (133,870)                  

   Benefit payments, including refunds (216,663)                  (216,663)                  -                               

   Administrative expense -                               (21,708)                    21,708                     

Net changes 282,522                   303,501                   (20,979)                    

Balance at June 30, 2018 4,859,836$              2,566,729$              2,293,107$              

Increase (Decrease)
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8) OTHER POST EMPLOYMENT BENEFITS - Continued 

 

Sensitivity of the Net OPEB Liability to changes in the Healthcare Cost Trend Rates -  The following 
presents the net OPEB liability of the District, as well as what the District’s Net OPEB would be if it were 
calculated using a healthcare cost trend rate that is 1-percentage-point lower or 1-percentage-point higher than 
the current healthcare cost trend rate: 

 

OPEB Expense and Deferred Outflows of Resources and Deferred Inflows of Resources Related to 
OPEB 

For the year ended June 30, 2018, the District recognized OPEB expense of $649,837.  At June 30, 2018, the 
District reported deferred outflows of resources and deferred inflows of resources related to OPEB from the 
following sources: 

 

Amounts reported as deferred outflows and deferred inflows of resources related to OPEB will be recognized 
in OPEB expense as follows: 

 

  

1% Decrease Discount Rate 1% Increase
(5%) (6%) (7%)

Net OPEB liability (asset) 3,031,271$          2,293,107$          2,338,423$          

1% Decrease Trend - No Change 1% Increase
(2%) (3%) (4%)

Net OPEB liability (asset) 2,042,271$          2,293,107$          2,730,271$          

Deferred Outflows Deferred Inflows
of Resources of Resources

Differences between actual and expected experience -$                      266,085$         
Net differences between projected and actual
  earnings on plan investments -                        84,306             

Total -$                      350,391$         

Year Ending
June 30,

2019 55,351$           
2020 55,351             
2021 55,351             
2022 55,351             
2023 55,351             

Thereafter 73,636             
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9) SHORT-TERM FINANCING 

In the 2017-18 fiscal year, the District borrowed $2,028,451 from the County of San Bernardino under the 
Temporary Transfer of Funds (TTF) program.  The funds were borrowed to provide funding for operations prior 
to the first property tax payment from the County.  The District paid $5,855 in interest on the amounts borrowed.  
No amounts were outstanding to be paid as of June 30, 2018. 

 

10) CONTINGENCIES 

 To the best of the District's knowledge, there is no action, suit, proceeding, inquiry or investigation at law or in 
equity before or by any court, public board or body, pending or threatened against or affecting the District, which 
is likely to have a material adverse effect on the financial condition of the District. 

 
11) RESTATEMENT OF NET POSITION 

 A restatement of $310,478 was made to adjust the beginning balance of deferred inflows, deferred outflows, 
and Net OPEB Liability to reflect the actual balances at July 1, 2017 in the Statement of Activities. 

In addition, a restatement to the beginning net position in the Statement of Changes in Fiduciary Net Position 
of $218,465 was made to correct the District’s OPEB Trust Fund balance as of July 1, 2017. 

 
 

Beginning Ending

Balance Additions Deletions Balance

TTF San Bernardino County -$                2,028,451$   2,028,451$   -$                
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Apple Valley Fire Protection District
Schedule of Revenues, Expenditures and Changes in Fund Balance - 

Budget and Actual - General Fund
Year Ended June 30, 2018

Actual Variance with
Original Final Amounts Final Budget

REVENUES
Property Taxes 5,901,993$      5,901,993$      6,263,121$      361,128$         
Special Assessments 4,692,139        4,692,139        4,778,773        86,634             
Intergovernmental -                      -                      568,326           568,326           
Charges for Services 563,602           563,602           374,073           (189,529)         
Use of Money and Property 243,297           243,297           257,655           14,358             

Total Revenues 11,401,031      11,401,031      12,241,948      840,917           

EXPENDITURES
Current:

Salaries and Benefits 8,806,591        8,806,591        8,331,605        474,986           
Services and Supplies 1,904,224        1,904,224        1,846,298        57,926             

Capital Outlay 164,711           164,711           125,072           39,639             
Debt Service:

Principal -                      -                      -                      -                      
Interest and Fiscal Charges 14,005             14,005             10,813             3,192               

Total Expenditures 10,889,531      10,889,531      10,313,788      575,743           

Excess (Deficiency) of Revenues
Over Expenditures 511,500           511,500           1,928,160        1,416,660        

Net Change in Fund Balances 511,500           511,500           1,928,160        1,416,660        

Fund Balance, Beginning of Year 5,103,229        5,103,229        5,103,229        

Fund Balance, End of Year 5,614,729$      5,614,729$      7,031,389$      

Budgeted Amounts
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Schedule of Changes in the District’s 
Net OPEB Liability and Related Ratios 

Last 10 Fiscal Years* 
 

 

Notes to the Schedule of the District’s Proportionate Share of the Net OPEB Liability 
 
Benefit Changes: None 
 
Changes in Assumptions: None 
 

 
*Fiscal year 2017 was the first year of implementation, therefore, not all 10 years of information is available. 

 

  

2018 2017

Total OPEB Liability
Service cost 120,213$          90,067$            
Interest on total OPEB liability 268,234            268,854            
Changes in assumptions 71,922              204,016            
Differences between expected and actual

earnings on investments 38,816              -                        
Benefit payments, including refunds (216,663)           (211,980)           
Net change in total OPEB liability 282,522            350,957            
Total OPEB liability - beginning 4,577,314         4,226,357         
Total OPEB liability - ending (a) 4,859,836$       4,577,314$       

Plan Fiduciary Net Position
Contributions - employer 408,002$          408,000$          
Net investment income 133,870            261,026            
Benefit payments (216,663)           (211,980)           
Administrative Expense (21,708)             (88,448)             
Net change in plan fiduciary net position 303,501            368,598            
Plan fiduciary net position - beginning 2,263,228         1,894,630         
Plan fiduciary net position - ending (b) 2,566,729$       2,263,228$       

Net OPEB liability - ending (a) - (b) 2,293,107$       2,314,086$       

Plan fiduciary net position as a percentage
   of the total OPEB liability 52.82% 49.44%

Covered - employee payroll 4,398,922$       3,577,181$       

Net OPEB liability as a percentage of
   covered-employee payroll 52.13% 64.69%

Measurement Period
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Notes to the Schedule of the District’s Proportionate Share of the Net Pension Liability 
 
Benefit Changes: None 
 
Changes in Assumptions: None 
 
*Fiscal year 2015 was the first year of implementation, therefore, not all 10 years of information is available. 
  

Proportionate Plan Fiduciary
Proportion of Proportionate Share of the Net Net Position as

the Net Pension Share of Net Covered Pension Liability a % of the Total
Measurement Date Liability Pension Liability Employee Payroll as a % of Payroll Pension Liability

2017 0.13797% 13,683,169$      3,577,181$       382.51% 75.63%

2016 0.13440% 11,629,487       3,616,554         321.56% 76.99%

2015 0.12250% 8,408,180         3,715,720         226.29% 82.51%

2014 0.23140% 8,156,393         3,655,008         223.16% 76.35%

Schedule of the District's Proportionate Share of the Net Pension Liability
Last 10 Years*
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Notes to the Schedule of Plan Contributions 
 
Valuation Date: 6/30/13, 6/30/14, 6/30/15, 6/30/16, 6/30/17 
 
*Fiscal year 2015 was the first year of implementation, therefore, not all 10 years of information is available. 

Contributions in
Relation to the Contributions

Contractually Actuarially Contribution Covered as a % of
Required Determined Deficiency/ Employee Covered

Fiscal Year Contributions Contributions (Excess) Payroll Employee Payroll

2018 1,159,421$       (1,159,421)$      -$                  4,398,922$    26.36%

2017 938,124            (938,124)           -                    3,577,181      26.23%

2016 850,615            (850,615)           -                    3,616,554      23.52%

2015 754,632            (754,632)           -                    3,715,720      20.31%

Schedule of Plan Contributions
Last 10 Years*
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The District follows these procedures in establishing the budgetary data reflected in the financial statements: 

1) The annual budget is adopted by the Board of Directors after the holding of a hearing and provides for the 
general operation of the District. The operating budget includes proposed expenditures and the means of 
financing them. 

2) The Board of Directors approves total budgeted appropriations and any amendments to appropriations 
throughout the year. This "appropriated budget" (as defined by GASB Code Sec. 2400.109) covers District 
expenditures in the General Funds. Budget figures used in the accompanying financial statements are the final 
adjusted amounts. 

3) Formal budgetary integration is employed as a management control device during the year.  

4) The annual budget for the General Fund is adopted on a basis consistent with generally accepted accounting 
principles (GAAP). Accordingly, actual revenues and expenditures have been adjusted for comparison with 
related budgeted amounts in the financial statements. 

5) The District is not required to adopt a budget for its Special Revenue Fund; therefore, budgetary comparison 
information is not presented for this fund. 
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