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INDEPENDENT AUDITORS’ REPORT

To the Board of Directors
Apple Valley Fire Protection District
Apple Valley, CA

We have audited the accompanying financial statements of the governmental activities and each major fund of
Apple Valley Fire Protection District as of and for the year ended June 30, 2016, and the related notes to the
financial statements, which collectively comprise the District’s basic financial statements as listed in the table of
contents.

Management’s Responsibility for the Financial Statements

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

Auditor’s Responsibility

Our responsibility is to express 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 Office Minimum Audit Standards. 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.

Opinions

In our opinion, the financial statements referred to above present fairly, in all material respects, the respective
financial position of the governmental activities and each major fund of the Apple Valley Fire Protection District
as of June 30, 2016, the respective changes in financial position, and the respective budgetary comparison for the
General Fund for the year then ended in accordance with accounting principles generally accepted in the United
States of America.
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Other Matters
Required Supplementary Information

Accounting principles generally accepted in the United States of America require that the management’s
discussion and analysis on pages 3-14, the schedule of the District’s proportionate share of the plan’s net pension
liability and related ratios as of the measurement date and the schedule of plan contributions information on pages
46-48, and the schedule of funding for the District’s other post-employment benefit plan on page 49 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.

Stanbuct Watsh, LLP

Starbuck Walsh, LLP
Apple Valley, CA
March 9, 2017



APPLE VALLEY FIRE PROTECTION DISTRICT

MANAGEMENT’S DISCUSSION AND ANALYSIS
JUNE 30, 2016

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, 2016. 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 $9,512,073 increased $658,893 or 7.4%, from the prior year.
The District’s governmental expenditures of $9,163,150 increased by $123,790 or 1.4% from the prior
year.

e On a budgetary basis, General Fund actual revenues recorded positive variances from the final budget of
the year. Actual revenues were above budgeted revenues by $1,012,965. Actual expenditures were
$529,543 more than what was budgeted to be spent.

e As of the close of the current fiscal year, the District’s governmental funds reported combined ending
fund balances of $4,484,585 an increase of $1,372,421 from the prior year.

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.

The District operates seven (7) fire stations and an administrative office. Under the command of 1 Fire Chief and
| Division Chief, 9 fire-fighting personnel are on duty at all times for immediate response. These personnel staff
three (3) Medic Engines, 1 aerial ladder truck, a Medic Squad, an urban search and rescue unit, 2 water tenders, 2
patrols, and 4 brush engines. The District currently employs 42 full and 16 part-time personnel, with additional
support of one (1) Reserve Fire Inspector.

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.



APPLE VALLEY FIRE PROTECTION DISTRICT
MANAGEMENT?’S DISCUSSION AND ANALYSIS
JUNE 30, 2016

Revenue related to property valuations represents 57.8% of the District’s overall revenue and comes from direct
property tax receipts that are distributed from the County. Special assessment property taxes from specific
properties represent 25.2% of overall revenues and are 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.

Financial Highlights

e The Statement of Net Position presents information on all of the District’s assets and liabilities. Over
time, increases or decreases in net assets may serve as a useful indicator of the financial position of the
District. At year-end, the assets of the District exceeded liabilities by $71 8,399.

e Total Governmental Fund Balances increased by $1,372,421 to $4,484,585 at June 30, 2016.

e The Unrestricted Net Position at June 30, 2016 was a deficit of $7,168,949 following the implementation

of GASB Statement No. 68, Accounting and Financial Reporting for Pensions — an Amendment of GASB
Statement No. 27 (GASB 68) in 2015.

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:

e Statement of Net Position

e Statement of Activities

¢ Balance Sheet - Governmental Funds

e Reconciliation of the Balance Sheet of the Governmental Funds to the Statement of Net Position
e Statement of Revenues, Expenditures and Changes in Fund Balance — Governmental Funds

e Reconciliation of the Statement of Revenues, Expenditures and Changes in Fund Balance of the
Governmental Funds to the Statement of Activities

e Statement of Revenues, Expenditures, and Changes in General Fund Balance — Budget and Actual

e Notes to the Financial Statements



APPLE VALLEY FIRE PROTECTION DISTRICT

MANAGEMENT’S DISCUSSION AND ANALYSIS
JUNE 30, 2016

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 Balance, 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,
2016, the District had total assets and deferred outflows of resources of $15,874,327and total liabilities and
deferred inflows of resources of $15,155,928 resulting in total net position of $718,399. This represents an
increase of $428,539 in total net position.

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. Although the Apple Valley Fire Protection
District’s investment in its capital assets is reported net of related debt, it should be noted that the resources
needed to repay this debt must be provided from other sources, because the capital assets themselves cannot be
used to pay off these liabilities.

Deferred Outflows of Resources consists of pension payments 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 assets.
This is revenue that will be recognized in future periods.

The remaining Net Position is divided between 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.



APPLE VALLEY FIRE PROTECTION DISTRICT

MANAGEMENT’S DISCUSSION AND ANALYSIS
JUNE 30, 2016

Net Position

Current Assets
Cash and investments
Receivables (net of allowance for uncollectibles)
Restricted cash and investments

Total Current Assets

Non-Current Assets
Capital assets, net of accumulated depreciation
Total Non-Current Assets

Total Assets

Deferred Outflows of Resources

Current Liabilities
Accrued payables
Deferred revenue

Deposits

Total Current Liabilities

Long Term Liabilities
Noncurrent Liabilities,
Due within one year
Due in more than one year
Total Long Term Liabilities
Total Liabilities

Deferred Inflows of Resources

Net Position
Invested in capital assets, net of related debt
Restricted — Development impact fees
Restricted for capital projects — other
Unrestricted
Total Net Position

$

Increase

(Decrease)

2016 2015 2016/2015
3,978,978 § 3,170,707 $ 808,271
184,435 199,787 (15,352)
532,548 45,413 487,135
4,695,961 3,415,907 1,280,054
7,807,899 8,318,665 (510,766)
7,807,899 8,318,665 (510,766)
12,503,860 11,734,572 769,288
3,370,467 1,033,778 2,336,689
202,516 303,243 (100,727)
8,360 - 8,360
500 500 -
211,376 303,743 (92,367)
213,029 236,446 (23,417)
12,574,529 9,213,274 3,361,255
12,787,558 9,449,720 3,337,838
12,998,934 9,753,463 3,245,471
2,156,994 2,725,027 (568,033)
7,354,800 7,830,381 (475,581)
7,781 10,228 2,447)
524,767 653,179 (128,412)
(7,168,949) (8,203,928) 1,034,979
718,399 § 289,860 $ 428,539




APPLE VALLEY FIRE PROTECTION DISTRICT

MANAGEMENT’S DISCUSSION AND ANALYSIS
JUNE 30, 2016

The following Statement of Activities compares key elements in the change in net position during the fiscal years

2016 and 2015, as well as the District’s revenues and expenditures for the same two periods:

2016 2015

Net Position at Beginning of the Year $ 289,860 $ 9,950,953

Prior period adjustment - (10,025,133)

Net position at beginning of the year — as restated 289,860 (74,180)
General Revenues

Property taxes 5,467,442 5,119,169

Special assessments 2,378,357 2,321,474

Investment income 1,248,880 218,434

Gain on sale of assets 1,695 11,400
Total General Revenues 9,096,374 7,670,477
Program Revenues

Charges for services 1,370,367 643,738

Operating grants and contributions 725 1,153

Capital grants and contributions 68,104 559,631
Total Program Revenues 1,439,196 1,204,522
Total Revenues 10,535,570 8,874,999
Less: General Expenses (10,107,031) (8,510,959)
(Decrease) Increase in Net Position 428,539 364,040
Net Position at Year End $ 718399 $ 289,860

e Total revenues increased $1,660,571, or 18.7%, from 2015 levels. The greatest contributor to the increase
was the withdrawal of the PASIS balance of $1,021,802 at the beginning of the 2016 year. The District
also received a $431,872 reinsurance payment for excess workers’ compensation claims payments in
accordance with the terms of its agreement with Special District Risk Management Authority
(“SDRMA™). Other increases included a 7% increase in property tax revenue, and greater Office of
Emergency Services (OES) reimbursement payments. These increases were offset by a decrease in grant

funding amounting to about $481,000.

o General expenses increased $1,596,072 or 18.8%, from 2015. The increase is attributable to negotiated
salary increases and additional salaries associated with the OES services provided. In addition, workers’
compensation expense, gross of the reinsurance payment received, increased by approximately $500,000.



APPLE VALLEY FIRE PROTECTION DISTRICT

MANAGEMENT’S DISCUSSION AND ANALYSIS
JUNE 30, 2016

The Governmental Funds Balance Sheet presents the current assets, liabilities and fund balances of the District
as of June 30, 2016. The Balance Sheet assets of $4,695,961 exclude capital assets, net of accumulated
depreciation. The assets presented on the Balance Sheet are as follows:

Total Assets from Statement of Net Position $ 12,503,860
Less: Capital Assets, net of Accumulated Depreciation (7,807,899)
Assets Reported on Governmental Funds Balance Sheet b 4,695,961

The Balance Sheet liabilities include interfund payables and exclude noncurrent liabilities of $9,814,039. The
liabilities presented on the Balance Sheet are as follows:

Total Liabilities from Statement of Net Position $ 12,998,934
Less: Non-Current Liabilities: Due within One Year (213,029)
Less: Non-Current Liabilities: Due in More than One Year (12,574,529)
Liabilities Reported on Governmental Funds Balance Sheet $ 211,376

The assets reported on the Governmental Funds Balance Sheet equal liabilities and fund balance:

Assets reported on the Governmental Funds Balance Sheet $ 4,695,961
Liabilities Reported on the Governmental Funds Balance Sheet 211,376
Fund Balance 4,484,585
Total Liabilities and Fund Balance $ 4,695,961

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 $4,484,584 and the much smaller number
representing the District’s net position of $718,399:

End of year fund balance — Governmental Funds $ 4,484,585
Capital Assets, Net of Accumulated Depreciation 7,807,899
Deferred Outflows of Resources 3,370,467
Long Term Liabilities

Due within one year (213,029)

Due in more than one year (12,574,529)
Deferred Inflows of Resources (2,156,994)
Net Position of Governmental Activities $ 718,399




APPLE VALLEY FIRE PROTECTION DISTRICT

MANAGEMENT’S DISCUSSION AND ANALYSIS
JUNE 30, 2016

The revenues in the Governmental Funds Statement of Revenues, Expenditures and Changes in Fund Balance
present the detail of Revenues and Expenditures for the District. 2016 revenues and other financing sources total
$10,535,570 and consist of the following:

2016 Revenues

Useofmoney and _Contributions/other
property 10%

2
2%

Charges for services
13%

Taxes

Intergovernmental
52%

1%

Special assessments
22%

2015 revenues amounted to $8,874,998 as follows:

2015 Revenues

Use of money and

property Contributions/other

Charges for services
3% ol 0%

7%

Intergovernmental
6%

N

Taxes
58%

Special assessments
26%




APPLE VALLEY FIRE PROTECTION DISTRICT

MANAGEMENT’S DISCUSSION AND ANALYSIS
JUNE 30,2016

The expenditures in the 2016 Statement of Revenues, Expenditures and Changes in Fund Balance total
$9,163,150 and consist of the following:

2016
Expenditures

Capital outlay
2%

Services & supplies
18%

Salaries & benefits
79%

2015 expenditures amounted to $9,039,360 as follows:

2015
Expenditures

X Debt service
Capital outlay 1%

11%

Services & supplies
17%

Salaries & benefits
71%
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APPLE VALLEY FIRE PROTECTION DISTRICT

MANAGEMENT’S DISCUSSION AND ANALYSIS
JUNE 30, 2016

The Reconciliation of the Statement of Revenues, Expenditures, and Changes in Fund Balance of the
Governmental Funds — to the Statement of Activities is necessary because amounts reported in the Statement of
Revenues, Expenditures and Changes in Fund Balance differ for several reasons to those shown in the Statement
of Activities:

Net Change in Fund Balance $ 1,372,421
Add principal portion of debt service payment 35,185
Add the cost of assets capitalized 126,102
Less depreciation expense (636,869)

Less the difference between pension contribution paid and actuarial
pension expense (568,371)

Add decrease in compensated absences reported in the Government-
Wide Statement of Activities which did not affect current financial
Resources. 100,071

Change in Net Position in Governmental Activities $ 428,539

-11 -



APPLE VALLEY FIRE PROTECTION DISTRICT

MANAGEMENT’S DISCUSSION AND ANALYSIS
JUNE 30, 2016

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

e Note I: Provides a Summary of Significant Accounting Policies, including the following:

The Description of Reporting Entity highlights the District’s formation and governing structure of
a five-member board.

The Description of Funds outlines the Governmental Fund Types for Apple Valley Fire Protection
District, which includes the General Fund, a Special Revenue Fund, and a Capital Projects Fund.

The Basis of Accounting/Measurement Focus outlines the various statements presented in the

audit. The government-wide statements are presented on the accrual basis of accounting and are based
on the “economic resource” measurement focus, while the fund financial statements are presented on
the modified accrual basis and the ‘flow of resources” measurement focus.

Claims and Judgments outlines the manner in which liability of claims, judgments and litigation
will be accounted for. Said liabilities will be accounted for in the year that the liability has incurred,
including the probable amount of loss, when it can be reasonably estimated.

Capital Assets, by District policy, maintain the threshold for capitalizing assets of $5,000 per item.
Such assets are recorded at historical cost and are depreciated annually.

Budgetary Practice includes the process in which the annual budget is adopted. The annual budget
is adopted by the Board of directors after holding a series of committee meetings, workshops and
public hearings.

Deferred Compensation Plan describes the deferred compensation plan utilized by the District.

Investments outline the requirement of GASB Statement 31, Accounting and Financial Reporting for
Certain Investments and for Internal Investment Pools, and how the investments are classified on the
Balance Sheet.

Estimates explain the use of estimates in the report and that actual results could differ from the
estimates.

Use of Restricted Resources defines the manner in which the District utilizes assets. Unrestricted
assets are those assets that do not have restrictions imposed by third parties.

Restricted Assets provides a definition of what constitutes restrictions on assets and which of the
District’s assets are restricted.

Compensated Absences policies are described here. These are the District’s policies governing sick
and vacation time.

Accounts Receivable and Allowance for Bad Debts describes the District’s policies for receivables
and uncollectible amounts.
-12-



APPLE VALLEY FIRE PROTECTION DISTRICT

MANAGEMENT’S DISCUSSION AND ANALYSIS
JUNE 30, 2016

Fund Balance describes the District’s policies for establishing and rescinding restricted, committed
and assigned fund balances, including stabilization funds.

The District considers restricted amounts (see Note #7) to have been spent when an expenditure is
incurred for purposes for which both restricted and unrestricted fund balance is available. Excluding
amounts held for economic uncertainties, assigned and unassigned amounts are considered to have
been spent when an expenditure is incurred for purposes for which amounts in any of those
unrestricted fund balance classifications could be used.

Regarding reserve levels for funds held for economic uncertainty, the District’s Board of Directors
through resolution, has a specific reserve policy goal of maintaining funds held in reserve for
economic uncertainty to be ten to fifteen percent (10%-15%) of the total current fiscal year budgeted
expenditures less planned capital expenditures for the same fiscal year, with a minimum amount not
less than seven percent (7%) for the same fiscal year.

Net Position is the difference between assets added to the deferred outflows of resources and
liabilities added to the deferred inflows of resources. Net position is classified as either net
investment in capital assets, restricted, or unrestricted.

e Note 2: Cash and Investments at June 30, 2016 include cash demand deposits of $3,052,822 and
investments in the Local Agency Investment Fund (LAIF) of $1,458,704.

e Note 3: Property Taxes are received by the District in two installments, December and April, and are
recognized when levied to the extent that they result in current receivables.

o Note 4: Capital Assets and Depreciation includes the reportable capital assets and calculated
depreciation. The District does not depreciate land or investments. Buildings, improvements and
equipment are depreciated annually.

e Note 5: Risk Management identifies the providers for Workers’ Compensation Insurance and General
Liability Insurance. The District is self-insured for Workers’ Compensation. General Liability Insurance
is covered through the SDRMA, which is a JPA.

e Note 6: Long-Term Debt includes compensated absences of $704,972 consisting of $242,579 in accrued
vacation and $462,393 in accrued sick leave, and installment debt of $453,099.

e Note7: Classifications of Net Position and Fund Balance provides an explanation of how net position
are classified for the purposes of reporting, in three categories: Invested in Capital Assets, Restricted Net
position, Unrestricted Net Position.

e Note 8: Retirement Plan includes (a) a general plan description, (b) an explanation of the District’s net
pension liability, (c) a schedule of the District’s proportionate share of each risk pool’s net pension
liability, (d) schedules of the District’s pension expense and deferred outflows and deferred inflows, and
(e) a statement regarding any amounts the District has payable to the CalPERS.

-13-



APPLE VALLEY FIRE PROTECTION DISTRICT

MANAGEMENT’S DISCUSSION AND ANALYSIS
JUNE 30, 2016

e Note 9: Other Postemployment Benefits includes the District’s policies and plans for providing health
insurance for its retirees.

e Note 10: Interfund Activities describes the amount and nature of transfers between funds.

e Note 11: Short-Term Financing reports the borrowing activity for debt with a maturity of twelve
months or less, including debt that the District borrowed and repaid in entirety during the year.

e Note 12: Contingencies are inherent to financial statements.

e Notel3: Subsequent Events describe events occurring after the fiscal year end but before the issuance of
the audit report when such events have a material effect on the financial condition of the entity.

Currently Known Facts, Decisions, and Conditions
In November 2016, voters within the District’s boundaries approved Measure A, which authorized the
continuation of a special tax to be used for District operations. The passage of Measure A ensures the continued
revenue stream that comprises 23% - 26% of the District’s annual revenues.
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 Director, 22400 Headquarters Drive, Apple Valley, California 92307.

-14 -



APPLE VALLEY FIRE PROTECTION DISTRICT

STATEMENT OF NET POSITION
JUNE 30, 2016

ASSETS
Cash and investments
Taxes receivable
Accrued interest receivable
Other receivables
Restricted cash and cash equivalents
Capital assets, net of accumulated depreciation

Total Assets

DEFERRED OUTFLOWS OF RESOURCES
Pension related

LIABILITIES
Accrued payables
Deferred revenue
Deposits
Noncurrent liabilities
Due within one year
Due in more than one year:
Net pension liability
Other

Total Liabilities

DEFERRED INFLOWS OF RESOURCES
Pension related

NET POSITION
Invested in capital assets, net of related debt
Restricted - Development impact fees
Restricted - Capital projects
Unrestricted

Total Net Position

The accompanying notes are an integral part of these financial statements.

-15-

Governmental
Activities

$ 3,978,978
173,732

932

9,771

532,548

7,807,899

12,503,860

3,370,467

202,516
8,360
500

213,029

11,629,487
945,042

12,998,934

2,156,994

7,354,800

7,781

524,767
(7,168,949)

$ 718,399




APPLE VALLEY FIRE PROTECTION DISTRICT

STATEMENT OF ACTIVITIES
FOR THE YEAR ENDED JUNE 30, 2016

Program Revenues

Operating Capital Net
Charges for ~ Grantsand  Grantsand  Governmental
Expenses Services Contributions Contributions Activities

Governmental Activities
Public safety $ 10,107,031 $ 1,370,367 $ 725 $ 68,104 $ (8,667,835)

Total Governmental Activities $ 10,107,031 $ 1,370,367 § 725 § 68,104 (8,667,835)

General Revenues

Property taxes 7,845,799
Investment income 1,248,880
Gain on disposition of assets 1,695
Total General Revenues 9,096,374
Change in Net Position 428,539

Net Position at Beginning of Year 289,860
Net Position at End of Year $ 718,399

The accompanying notes are an integral part of these financial statements.

-16 -



APPLE VALLEY FIRE PROTECTION DISTRICT

GOVERNMENTAL FUNDS

BALANCE SHEET
JUNE 30, 2016

ASSETS

Cash and investments
Receivables
Taxes receivable

Accrued interest receivable

Other receivables

Due from other governments
Restricted cash and investments

LIABILITIES AND FUND BALANCES

Total Assets

LIABILITIES

Accounts payable and accrued expenses

Deferred rent income
Deposits

Total Liabilities

FUND BALANCES

Restricted for:
Debt service
Committed to:

Held for economic uncertainties
Petty cash and revolving cash

Assigned to:

Facilities and equipment
Unpaid sick and vacation benefits
Workers compensation reserve

Unassigned:

The accompanying notes are an integral part of these financial statements.

Total Fund Balances

Total Liabilities and
and Fund Balances

-17-

Other
General Governmental

Fund Funds Totals
$ 3,978,978 $ - $ 3,978,978
173,732 - 173,732
932 - 932
6,071 - 6,071
- 3,700 3,700
- 532,548 532,548
$§ 4159713 § 536,248 $ 4,695,961
$ 202,516 $ - 3 202,516
8,360 - 8,360
500 - 500
211,376 - 211,376
- 36,786 36,786
839,733 - 839,733
2,250 - 2,250
189,070 499,462 688,532
542,415 - 542,415
600,000 - 600,000
1,774,869 - 1,774,869
3,948,337 536,248 4,484,585
$ 4,159,713 $§ 536,248 $ 4,695,961



APPLE VALLEY FIRE PROTECTION DISTRICT

RECONCILIATION OF THE GOVERNMENTAL FUNDS

BALANCE SHEET TO THE STATEMENT OF NET POSITION
JUNE 30, 2016

Fund Balance of the Governmental funds

Amounts reported for governmental activities in the Statement of Net Position are
different because:

Deferred outflows of resources are not current financial resources and are not
included in the governmental funds.

Capital assets, net of depreciation, are not current financial resources and
are not included in the governmental funds.

Deferred inflows of resources are not due and payable in the current period and,
therefore, are not reported in the governmental funds.

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

Net Position of Governmental Activities

The accompanying notes are an integral part of these financial statements.

-18-

$ 4,484,585

3,370,467

7,807,899

(2,156,994)

(12,787,558)

5 718399



APPLE VALLEY FIRE PROTECTION DISTRICT

GOVERNMENTAL FUNDS

STATEMENT OF REVENUES, EXPENDITURES AND

CHANGES IN FUND BALANCE
FOR THE YEAR ENDED JUNE 30, 2016

REVENUES
Property taxes
Special assessments
Intergovernmental
Charges for current services
Use of money and property
Contributions

Total Revenues

EXPENDITURES
Salaries and benefits
Services and supplies
Capital outlay
Debt service
Principal
Interest and fiscal charges

Total Expenditures

Excess of Revenues
Over (Under) Expenditures

Other Financing Sources (Uses)
Operating transfers in
Operating transfers out
Proceeds from sale of assets
Return of PASIS funds

Total Other Financing Sources
Net Change in Fund Balance
FUND BALANCE, Beginning of Year
FUND BALANCE, End of Year

Other
General Govermnmental
Fund Funds Total

$ 5,467,442 $ - $ 5,467,442
2,378,357 - 2,378,357
10,148 57,956 68,104
1,370,367 - 1,370,367
225915 1,164 227,079
725 - 725
9,452,954 59,120 9,512,074
7,251,466 - 7,251,466
1,641,135 - 1,641,135
10,148 179,513 189,661
- 35,185 35,185
24,122 21,581 45,703
8,926,871 236,279 9,163,150
526,083 (177,159) 348,924
- 106,766 106,766

(50,000) (56,766) (106,766)
1,695 - 1,695
1,021,802 - 1,021,802
973,497 50,000 1,023,497
1,499,580 (127,159) 1,372,421
2,448,757 663,407 3,112,164
$ 3,948,337 $ 536,248 $ 4,484,585

The accompanying notes are an integral part of these financial statements.
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APPLE VALLEY FIRE PROTECTION DISTRICT

RECONCILIATION OF THE GOVERNMENTAL FUNDS STATEMENT
OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCE
TO THE STATEMENT OF ACTIVITIES

FOR THE YEAR ENDED JUNE 30, 2016

Net Change in Fund Balance - Governmental Funds $ 1,372,421

Amounts reported for governmental activities in the Statement of Activities differ

from the amounts reported in the Statement of Revenues, Expenditures, and Changes
in Fund Balance because:

Governmental funds report principal payments on debt as debt service expenditures.

Only the interest portion of debt service payments is expensed in the Statement

of Activities. 35,185

Governmental funds report capital outlays as expenditures. However, in the Statement
of Activities, the costs of those assets is allocated over their estimated useful lives
as depreciation expense or are allocated to the appropriate functional expense when
the cost is below the capitalization threshhold. This activity is reconciled as follows:
Cost of assets capitalized 126,102

Less depreciation expense (636,869)

Governmental funds report pension contributions paid as expenditures. In the Statement
of Activities, the actuarial pension cost is expensed. This amount represents

the difference between the District's pension payments of $850,612 and its actuarial
expense of $1,418,984. (568,371)

Compensated abences expenses reported in the statement of activities do not
require the use of current financial resources and therefore are not reported as

expenditures in govermental funds. This amount represents the net change in
the compensated absences liability. 100,071

Change in Net Position of Governmental Activities $ 428,539

The accompanying notes are an integral part of these financial statements.
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APPLE VALLEY FIRE PROTECTION DISTRICT

STATEMENT OF REVENUES, EXPENDITURES AND CHANGES

IN GENERAL FUND BALANCE - BUDGET AND ACTUAL

FOR THE YEAR ENDED JUNE 30, 2016

REVENUES
Property taxes
Special assessments
Intergovernmental
Charges for current services
Use of money and property
Contributions

Total Revenues

EXPENDITURES

Salaries and benefits
Services and supplies
Capital assets
Debt service
Principal
Interest and fiscal charges
Contingencies

Total Expenditures

Excess (Deficiency) of Revenues
Over Expenditures

OTHER FINANCING SOURCES
Proceeds from sale of capital assets
Other financing sources
Transfers (net)

Total Other Financing Sources
Net Change in Fund Balance

FUND BALANCE, Beginning of Year
FUND BALANCE, End of Year

Variance with
Final Budget -

Budgeted Amounts Actual Increase
Original Final Amounts (Decrease)
$ 5281202 $ 5,281,202 $ 5467442 § 186,240
2,330,789 2,330,789 2,378,357 47,568
500 500 10,148 9,648
605,366 605,366 1,370,367 765,001
222,131 222,131 225,915 3,784

- - 725 725
8,439,988 8,439,988 9,452,954 1,012,966
6,581,113 6,581,113 7,251,466 670,353
1,799,461 1,799,461 1,641,135 (158,326)
- - 10,148 10,148

6,754 6,754 24,122 17,368
10,000 10,000 - (10,000)
8,397,328 8,397,328 8,926,871 529,543
42,660 42,660 526,083 483,423
12,000 12,000 1,695 (10,305)
- - 1,021,802 1,021,802
(50,000) (50,000) (50,000) -
(38,000) (38,000) 973,497 1,011,497
4,660 4,660 1,499,580 1,494,920
2,448,757 2,448,757 2,448,757 -

$ 2,453,417 §

2,453,417 $ 3948337 $ 1,494,920

The accompanying notes are an integral part of the financial statements.
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APPLE VALLEY FIRE PROTECTION DISTRICT

NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2016

NOTE #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 the 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 Town of Apple Valley.

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 Type

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

e 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 are allocated to the District from fees collected from new
development within the Town of Apple Valley’s boundaries.

e Capital Projects Fund — The Capital Projects Fund is used to account for funds intended for property and
equipment expenditures. The District’s Capital Project Fund was established with the receipt of one-
time-only redevelopment funds passed through the County of San Bernardino.
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APPLE VALLEY FIRE PROTECTION DISTRICT

NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2016

NOTE #1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

C. Basis of Accounting/Measurement Focus

Government — Wide Financial Statements
Activities. These statements present summaries of Governmental Activities for the District.

These statements are presented on an “economic resources” measurement focus and the accrual basis of
accounting. Accordingly, all of the District’s assets and liabilities, including capital assets as well as 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. 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, and grant funds received
before the revenue recognition criteria have been met are reported as deferred 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.
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APPLE VALLEY FIRE PROTECTION DISTRICT

NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2016

NOTE #1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

D. Claims and Judgments

In accordance with Governmental Accounting Standards Board (GASB) Code Section C50.110, 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.

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. Such assets are recorded at historical cost or estimated historical cost if
purchased or constructed. Donated capital assets are recorded at estimated market value at the date of
donation or annexation.

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. Budgetary Practice

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.
Commitments for materials and services, such as purchase orders and contracts, are recorded as
encumbrances to assist in controlling expenditures. Also, unencumbered appropriations lapse at year-end.

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 and Capital Project Funds; therefore,
budgetary comparison information is not presented for those funds.
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APPLE VALLEY FIRE PROTECTION DISTRICT

NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2016

NOTE #1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

G. Deferred Compensation Plan

The District offers its employees a deferred compensation plan created in accordance with Internal Revenue
Code, Section 457. The plan, available to all District employees, permits them to defer a portion of their
salary until future years. The deferred compensation is not available to employees until termination,
retirement, death, or unforeseeable emergency.

Management believes that the District has no fiduciary role under the plan, and plan funds are not available to
the District's general creditors. Accordingly, the District has not reported plan assets in the accompanying
financial statements.

H. 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 Codes Sections 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.

I. Estimates
The preparation of financial statements in conformity with accounting principles generally accepted in the

United States of America requires management to make estimates and assumptions that effect certain reported
amounts and disclosures. Accordingly, actual results could differ from those estimates.

J. Use of Restricted Resources

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.

K. Restricted Assets

Restricted assets are cash and cash equivalents whose use is limited by legal requirements. Restricted cash
and cash equivalents represents development impact fees collected by the Town of Apple Valley and remitted
to the District for capital expenditures, and the low-to-moderate income housing portion of redevelopment
fees distributed to the District.

L. 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 and shift employees based on
longevity with the District.
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APPLE VALLEY FIRE PROTECTION DISTRICT

NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2016

NOTE #1 —- SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

M. Accounts Receivable and Allowance for Bad Debts

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

N. 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. The District had no nonspendable funds as of
June 30, 2016.

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.

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.

Q. 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. '

Net position that is net investment in capital assets consist 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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APPLE VALLEY FIRE PROTECTION DISTRICT

NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2016

NOTE #1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

P. 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.

Q. 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.

NOTE #2 — CASH AND INVESTMENTS

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:

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

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.

Pooled Deposits/Credit Risk

The District may waive collateral requirements for deposits which are fully insured by federal depository
insurance.

Category 1: Insured or collateralized with securities held by the District or by its agent in the District’s name.
Category 2: Collateralized with securities held by the pledging financial institution’s trust department or agent in
the District’s name.
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APPLE VALLEY FIRE PROTECTION DISTRICT

NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2016

NOTE #2 — CASH AND INVESTMENTS (continued)

Category 3: Uncollateralized. This includes any bank balance that is collateralized with security held by the
pledging financial institution or by its trust department or agent but not in the District’s name.

Credit Risk, Carrying Amount, and Market Value of Investments

The investments that are represented by specific identifiable investment securities are classified as to credit risk
by three categories as follow:

Category 1: Insured or registered, with securities held by the District or by its agent in the District’s name.

Category 2: Uninsured and unregistered, with securities held by the pledging financial institution’s or
counterparty’s trust department or agent in the District’s name.

Category 3: Uninsured and unregistered, with securities held by the counterparty or by its trust department or
agent, but not in the District’s name.

Carrying
1 2 3 Total Amount
Cash in banks $ 250,000 $ - $ 2,603,035 $ 2,853,035 $ 3,052,822
Pooled investments:
*Local Agency
Investment Fund 1,458,704 1,458,704

$ 4,311,379 § 4,511,526

*  Not subject to categorization.

The management of the State of California Pooled Money Investment Account has indicated to the District that as
of June 30, 2016, the carrying amount of the pool was $75,368,904,612 and the estimated market value of the
pool (including accrued interest) was $75,497,087,667. The District’s proportionate share of that value is
$1,458,704. 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.

Fair Value of Investments

GASB Statement No. 31 generally applies to investments in external investment pools (State of California LAIF
and County Treasury investment pools); investments purchased with maturities greater than one year, mutual
funds, and certain investment agreements. Generally, governmental entities need to report the “fair value”
changes for these investments at year-end and record these gains or losses on their income statements.

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.
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APPLE VALLEY FIRE PROTECTION DISTRICT

NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2016

NOTE #3 — PROPERTY TAXES

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.

NOTE #4 — 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, 2016.

Governmental Activities
Capital Assets Not Being Depreciated
Land
Total Capital Assets Not Being Depreciated

Capital Assets Being Depreciated
Buildings and other improvements
Equipment and vehicles

Total Capital Assets Being Depreciated

Less Accumulated Depreciation For
Buildings and other improvements
Equipment and vehicles

Total Accumulated Depreciation

Total Capital Assets Being Depreciated, Net

Governmental Activities Capital Assets, Net

Balance Balance
Beginning End
of Year Increases of Year
$ 2571933 § - $ $ 2,571,933
2,571,933 - 2,571,933
6,335,869 - 6,335,869
5,163,853 126,102 5,289,955
11,499,722 126,102 11,625,824
2,143,106 155,280 2,298,386
3,609,883 481,589 4,091,472
5,752,989 636,869 6,389,858
5,746,733 (510,767) 5,235,966
s 8318666 $ (510,767) 3 $ 7,807,899

Depreciation expense in the amount of $636,869 was charged to the public safety function on the Statement of

Activities for the year ended June 30, 2016.
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APPLE VALLEY FIRE PROTECTION DISTRICT

NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2016

NOTE #5 — 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

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 withdrew its available
cash balance from PASIS, which amounted to $1,021,802. The withdrawal is reported on the Governmental
Funds Statement of Revenues, Expenses and Changes in Fund Balance as other financing sources — PASIS
dividends, and on the Government-wide Statement of Activities as investment income. The District maintains the
funds in a separate account to pay claims from incidents arising during the time of its membership with PASIS.

On July 1, 2015, the District became a participating member of SDRMA, a joint powers authority offering
comprehensive risk management programs. The District paid approximately $226,870 in premiums to SDRMA.
In addition, the District paid a third-party administrator approximately $589,000 for claims incurred during its
membership with PASIS. The District also received approximately $431,872 in reinsurance reimbursement for
those claims. Administrative fees paid to the third-party administrator amounted to $14,400.

NOTE #6 — LONG-TERM DEBT

Change in long-term debt activity is as follows:

Balance Balance
Beginning End Amount Due
of Year Additions Deletions of Year In 2015-2016
Installment loan $ 488,284 $ - $ 35,185 $ 453,099 $ 36,786
Compensated absences 805,043 292,279 392,350 704,972 176,243

$ 1,293,327 $ 292279 § 427,535 $ 1,158,071 $§ 213,029
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APPLE VALLEY FIRE PROTECTION DISTRICT

NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2016

NOTE #6 — LONG-TERM DEBT (continued)
Installment Loan

In June 2011 the District secured a loan from Municipal Finance Corporation in the amount of $614,360 to
finance the purchase of two new fire engines. Terms of the loan require semi-annual payments of principal and
interest of $28,383 through December 2020 and one payment of $280,033 in June 2021. The loan bears interest

at 4.5% per annum.

Future maturities are as follows:

Public Safety:
Year(s) ended June 30, Principal Interest Total
2017 $ 36,786 $ 19,980 $ 56,766
2018 38,460 18,306 56,766
2019 40,210 16,556 56,766
2020 42,040 14,726 56,766
2021 295,603 12,813 308,416
Total $ 453,099 $ 82,381 §$ 535,480

Compensated Absences

For governmental funds, accumulated vacation and sick leave benefits payable in future years when used by the
District employees amounted to $704,972 ($242,579 vacation and $462,393 sick leave) at June 30, 2016.
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.

NOTE #7 - CLASSIFICATIONS OF NET POSITION AND FUND BALANCE

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

Invested in Capital Assets Net of Related Debt

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.
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APPLE VALLEY FIRE PROTECTION DISTRICT

NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2016

NOTE #7 - CLASSIFICATIONS OF NET POSITION AND FUND BALANCE (continued)

Unrestricted Net Position

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

In the Fund Financial Statements the District has established “reserves” to segregate portions of fund balance
which are not appropriable for expenditure in future periods, or which are legally set aside for a specific future
use. Fund “designations” are established to indicate tentative plans for financial resource utilization of unreserved
fund balance in a future period. The District’s governmental funds reserves and designations at June 30, 2016 are
presented below:

Restricted
Debt service $ 36,786
36,786
Committed
Economic uncertainties 839,733
Petty cash and revolving cash 2,250
841,983
Assigned
Facilities and equipment 688,532
Unpaid sick and vacation benefits 542,415
Workers' compensation reserve 600,000
1,830,947
Unassigned 1,774,869

$ 4484585

Fund reserved for economic uncertainty were committed by formal action of the District’s Board of Directors.
The fund was established to commit 10-15% of the District’s annual operating expenditures, exclusive of capital
outlay. The policy requires additions to the fund if it falls below 7% of qualifying expenditures, and allows for
additions up to 15%. Funds may be spent on qualifying expenditures to the extent that the balance remains within
7% to 15%.
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APPLE VALLEY FIRE PROTECTION DISTRICT

NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2016

NOTE #8 — RETIREMENT PLAN

A. General Information

Plan Description

The District participates in the California Public Employees’ Retirement System (CalPERS) pension plan, which
is a cost-sharing multiple-employer defined benefit pension plan (the Plan). CalPERS administers the Plan, which
provides benefits for two membership classifications, Safety and Miscellaneous, and those benefits are tiered
based upon the date of employees’ membership. A full description of the pension plan with respect to the number
of employees covered, benefit provisions, funding provisions, and membership information is listed in June 30,
2015 Annual Actuarial Valuation Reports for the Safety and Miscellancous Plans. Details of the benefits
provided can be obtained in Appendix B of Section 2 of the actuarial valuation reports. The actuarial valuation
reports and CalPERS’ audited financial statements are publicly available reports that can be obtained at CalPERS
website under Forms and Publications, at www.calpers.ca.gov.

The Plan operates under the provisions of the California Public Employees’ Retirement Law (PERL), the
California Public Employees® Pension Reform Act of 2013 (PEPRA), and the regulations, procedures and policies
adopted by the CalPERS Board of Administration. The Plan’s authority to establish and amend the benefit terms
are set by the PERL and PEPRA, and may be amended by the California state legislature and in some cases
require approval by the CalPERS Board.

Plan Benefits

CalPERS provides retirement, disability, death and survivor benefits. The PERL and PEPRA establish benefit
terms. Retirement benefits are calculated on the basis of age, average final compensation and service credit as
follows:

Safety Plans
Tier 1 Tier 2 PEPRA
Prior to Between On or after
Hire date 8/25/12 8/25/12 1/1/2013
and 12/31/12
Benefit formula 3% at 55 2% at 55 2% at 57
Benefit vesting schedule 5 years’ service 5 years’ service 5 years’ service
Benefit payments Monthly for life Monthly for life ~ Monthly for life
Normal retirement age 55 55 57
Monthly benefits (% of compensation) 3.0% 2.0% 2.0%
Final compensation period 12 months 36 months 36 months
Required employee contribution rates 9% 7% 10.25%
Required employer contribution rates 18.191% 12.813% 9.575%

Tier 1, Tier 2 and PEPRA Safety Plans include annual 2.0% compounded cost of living adjustments beginning the
second calendar year after the year of retirement.
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NOTE #8 —- RETIREMENT PLAN (continued)

A. General Information

Plan Benefits (continued)

Miscellaneous Plans

Tier 1 Tier 2 PEPRA

Prior to Between On or after
Hire date 8/25/12 8/25/12 1/1/2013

and 12/31/12

Benefit formula 2.7% at 55 2% at 60 2% at 62
Benefit vesting schedule 5 years’ service S years’ service 5 years’ service
Benefit payments Monthly for life Monthly for life ~ Monthly for life
Normal retirement age 55 60 62
Monthly benefits (% of compensation) 2.7% 2.0% 2.0%
Final compensation period 12 months 36 months 36 months
Required employee contribution rates 8% 7% 6.5%
Required employer contribution rates 11.992% 7.51% 6.73%

Tier 1,Tier 2 and PEPRA Miscellaneous Plans include annual 2.0% compounded cost of living adjustments
beginning the second calendar year after the year of retirement.

Contributions

Section 20814(c) of the California Public Employees’ Retirement Law (PERL) 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. The total plan contributions are determined through
CalPERS’ annual actuarial valuation process. For public agency cost-sharing plans covered by Safety and
Miscellaneous risk pools, the Plan’s actuarially determined rate is based on the estimated amount necessary to pay
the Plan’s allocated share of the risk pool’s costs of benefits earned by employees during the year, and any
unfunded accrued liability. The employer is required to contribute the difference between the actuarially
determined rate and the contribution rate of employees. For the measurement period ended June 30, 2016 (the
measurement date), the active employee and employer contribution rates for the plans are as follows: Safety Tier
1 ~ 9.0 and 18.191 percent of annual pay, respectively; Safety Tier 2 — 7.0 and 12.813 percent of annual pay,
respectively; Safety PEPRA — 10.25 and 9.575 percent of annual pay, respectively; Miscellaneous Tier 1 — 8.0
and 11.992 percent of annual pay, respectively; Miscellaneous Tier 2 — 7.0 and 7.51 percent of annual pay,
respectively; and, Miscellaneous PEPRA 6.5 and 6.73 percent of annual pay, respectively.

Employer contributions rate may change if plan contracts are amended. It is the responsibility of the District to

make necessary accounting adjustments to reflect the impact due to any employer-paid member contributions or
situations where members are paying a portion of the employer contribution.
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NOTE #8 — RETIREMENT PLAN (continued)

B. Net Pension Liability

The District’s net pension liability for the Plan is measured as the total pension liability less the pension plan’s
fiduciary net position. The net pension liability of the Plan is measured as of June 30, 2016, using an annual
actuarial valuation as of June 30, 2015 rolled forward to June 30, 2016 using standard update procedures. A
summary of principal assumptions and methods used to determine the net pension liability is as follows.

Actuarial Methods and Assumptions Used to Determine Total Pension Liability

For the measurement period ended June 30, 2016 (the measurement date), the total pension liability was
determined by rolling forward the June 30, 2015 total pension liability. The June 30, 2015 and June 30, 2016
total pension liabilities were based on the following actuarial methods and assumptions:

Valuation Date June 30, 2015
Measurement Date June 30, 2016
Actuarial Cost Method Entry Age Normal
Asset Valuation Method Market Value of Assets
Actuarial Assumptions:
Discount Rate 7.5%
Inflation 2.75%
Salary Increases 3.3% - 14.20%
Investment Rate of Return @ 7.5%
Mortality Rate Table Derived using CalPERS
Membership Data for all
Funds
Post Retirement Benefit Increase Contract COLA up to 2.0%

until Purchasing Power
Protection Allowance Floor
on Purchasing Power
Applies, 2.75% thereafter

(1) Annual increases vary by category, entry age, and duration of service.
(2) Net of pension plan investment and administrative expenses; includes inflation

(3) The mortality table used was developed based on CalPERS’ specific data. The table includes
20 years of mortality improvements using Society of Actuaries Scale BB. For more details on
this table, please refer to the 2014 experience study report.

All other actuarial assumptions used in the June 30, 2015 valuation were based on the results of an actuarial
experience study for the period from 1997 to 2011, including updates to salary increase, mortality and retirement
rates. The Experience Study report can be obtained at CalPERS’ website under Forms and Publications.
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NOTE #8 — RETIREMENT PLAN (Continued)

B. Net Pension Liability (continued)

Discount Rate

The discount rate used to measure the total pension liability was 7.50 percent. To determine whether the
municipal bond rate should be used in the calculation of a discount rate for each 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 7.50 percent discount rate is
adequate and the use of the municipal bond rate calculation is not necessary. The long term expected discount
rate of 7.50 percent is applied to all plans in the Public Employees Retirement Fund. 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.

According to Paragraph 30 of Statement 68, the long-term discount rate should be determined without reduction
for pension plan administrative expense. The 7.50 percent investment return assumption used in this accounting
valuation is net of administrative expenses. Administrative expenses are assumed to be 15 basis points. An
investment return excluding administrative expenses would have been 7.65 percent. Using this lower discount
rate has resulted in a slightly higher total pension liability and net pension liability. This difference was deemed
immaterial to the Public Agency Cost-Sharing Multiple-Employer Defined Benefit Pension Plan. Refer to the
sensitivity of the net pension liability to changes in the discount rate section of this note, which provides
information on the sensitivity of the net pension liability to changes in the discount rate.

CalPERS is scheduled to review all actuarial assumptions as part of its regular Asset Liability Management
review cycle that is scheduled to be completed in February 2018. Any changes to the discount rate will require
Board action and proper stakeholder outreach. For these reasons, CalPERS expects to continue using a discount
rate net of administrative expenses for GASB 67 and 68 calculations through at least the 2017-2018 fiscal year.
Cal PERS will continue to check the materiality of the difference in calculation until such time as they have
changed their methodology.

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 CalPERS took into account both short-term and long-term
market return expectations as well as the expected pension 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.
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NOTE #8 — RETIREMENT PLAN (continued)

B. Net Pension Liability (continued)
Discount Rate (continued)

The table below reflects 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 geometric
rates of return are net of administrative expenses.

Current
Target Real Return Real Return
Asset Class Allocation Years 1-10' Years 11+

Global Equity 51.0% 5.25% 5.71%
Global Fixed Income 20.0% 0.99% 2.43%
Inflation Sensitive 6.0% 0.45% 3.36%
Private Equity 10.0% 6.83% 6.95%
Real Estate 12.0% 4.50% 5.13%
Liquidity 1.0% (0.55%) (1.05%)
Total 100.0%

' An expected inflation of 2.5% is used for this period.
2An expected inflation of 3.0% used for this period.

Pension Plan Fiduciary Net Position

Information about the pension plan’s assets, deferred outflows of resources, liabilities, deferred inflows of
resources, and fiduciary net position are presented in CalPERS’ audited financial statements, which are publicly
available reports that can be obtained at CalPERS’ website under Forms and Publications at www.calpers.ca.gov.
The plan’s fiduciary net position and additions to/deductions from the plan’s fiduciary net position have been
determined on the same basis used by the pension plan, which is the economic resources measurement focus and
the accrual basis of accounting. Benefits and refunds are recognized when due and payable in accordance with
the terms of each plan. Investments are reported at fair value.

The plan fiduciary net position disclosed in the GASB 68 accounting valuation report may differ from the plan
assets reported in the funding actuarial valuation report for several reasons. First, for the accounting valuations,
CalPERS must keep items such as deficiency reserves, fiduciary self-insurance and OPEB expense included in
fiduciary net position. These amounts are excluded for rate setting purposes in the funding actuarial valuation. In
addition, differences may result from early Comprehensive Annual Financial Report closing and final reconciled

reserves.
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NOTE #8 — RETIREMENT PLAN (continued)

C. Proportionate Share of Net Pension Liability

The following tables show the Plans’ proportionate shares of the risk pools collective net pension liability over
the measurement period.

Increase (Decrease)
Plans’ Total Plans’ Fiduciary

Pension Net Plans’ Net Pension

Liability Position Liability/(Asset)
Safety Plans (a) (b) (c)=(a)—(b)
Balance at: 6/30/15 (VD) 44,525,686 35,902,334 8,623,352
Balance at: 6/30/16 (MD) 45,715,632 35,298,602 10,417,030
Net changes during 2015-2016 1,189,946 (603,732) 1,793,678
Miscellaneous Plans
Balance at: 6/30/15 (VD) 4,660,433 3,638,080 1,022,353
Balance at: 6/30/16 (MD) 4,830,312 3,617,855 1,212,457
Net changes during 2015-2016 169,879 (20,225) 190,104
District as a Whole
Balance at: 6/30/15 (VD) 49,186,119 39,540,414 9,645,705
Balance at: 6/30/16 (MD) 50,545,944 38,916,457 11,629,487
Net changes during 2015-2016 1,359,825 (623,957) 1,983,782
Valuation Date (VD)
Measurement Date (MD)

The District’s net pension liability for the Plans is measured as the proportionate shares of the net pension
liability. The net pension liability of the Plans was measured as of June 30, 2015, and the total pension liability for
the Plans used to calculate the net pension liability was determined by an actuarial valuation as of June 30, 2015
rolled forward to June 30, 2016 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 plans relative
to the projected contributions of all participating employers, actuarially determined. The District’s proportionate
shares of the net pension liability for the Plans as of June 30, 2015 and 2016 was as follows:

Safety Miscellaneous

Plans Plans
Proportion — June 30, 2015 0.20928% 0.03490%
Proportion — June 30, 2016 0.20113% 0.03727%
Change — Increase (Decrease) (0.00815%) (0.00237%)
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NOTE #8 — RETIREMENT PLAN (continued)

C. Proportionate Share of Net Pension Liability (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 of the Plans as of the
valuation date, calculated using the discount rate of 7.50%, as well as what the net pension liability would be if it
were calculated using a discount rate that is 1 percentage point lower (6.50 percent) or 1 percentage point higher
(8.50 percent) than the current rate:

Discount Rate — 1.0% Current Discount Discount Rate + 1.0%
Plans’ Net Pension Liability (6.50%) Rate (7.50%) (8.50%)
Safety Plans $ 15,226,595 $ 8,623,352 §$ 3,252,122
Miscellaneous — Tier 1 $ 1,606,520 $ 1,022,353 $ 533,452

Subsequent Events

There were no subsequent events that would materially affect the results presented in this disclosure.

Recognition of Gains and Losses

Under GASB 68, gains and losses related to changes in total pension liability and fiduciary net position are
recognized in pension expense systematically over time.

The first amortized amounts are recognized in pension expense for the year the gain or loss occurs. The
remaining amounts are categorized as deferred outflows and deferred inflows of resources related to pensions and
are to be recognized in future pension expense.

The amortization period differs depending on the source of the gain or loss:

Difference between projected and actual 5 year straight-line amortization
earnings
All other amounts Straight-line amortization over the average expected

remaining service lives of all members that are
provided with benefits (active, inactive and retired) as
of the beginning of the measurement period

The expected average remaining service lifetime (EARSL) is calculated by dividing the total future service years
by the total number of participants (active, inactive, and retired) in the Public Agency Cost-Sharing Multiple-
Employer Plan (PERF C).

The EARSL for the 2015-2016 measurement period is 3.8 years, which was obtained by dividing the total service
years 467,203 (the sum of remaining service lifetimes of the active employees) by 122,410 (the total number of
participants: active, inactive, and retired). Note that inactive employees and retirees have remaining service
lifetimes equal to 0. Also, note that total future service is based on the members’ probability of decrementing due
to an event other than receiving a cash refund.
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NOTE #8 — RETIREMENT PLAN (continued)

D. Pension Expense and Deferred Outflows and Deferred Inflows

As of the start of the measurement period (July 1, 2015), the net pension liabilities (assets) for the District’s
Safety Plans and Miscellaneous Plans were $8,623,352 and $1,022,353, respectively. (The net pension liabilities
of the Safety Risk Pool and Miscellaneous Risk Pools as of July 1, 2015 were $4,120,444,515, and

$2,743,467,016 respectively.)

For the measurement period ended June 30, 2016 (the measurement date), the District incurred a pension expense
of $1,418,984 consisting of $1,224,849 for the Safety Plans and $194,135 for the Miscellaneous Plans. (The
pension expense for the Safety Risk Pool and the Miscellaneous Risk Pool for the measurement period was
$550,873,982 and $396,802,310, respectively. A complete breakdown of the pension expense follows:

Safety Plans
Pension Expense Component Risk Pool Percentage of
Amounts Employer’s Share  Employer’s Share
Service Cost $ 370,037,195 $ 892,160 0.2411%
Interest on the Total Pension Liability 1,366,458,634 3,294,532 0.2411%
Recognized Differences between
Expected and Actual Experience (19,356,674) (29,843) 0.1542%
Recognized Changes of Assumptions (85,886,014) (131,368) 0.1530%
Employee Contributions' (139,398,538) (357,028) 0.2561%
Projected Earnings on Pension Plan
Investments (1,058,346,713) (1,816,546) 0.1716%
Recognized Difference between Projected
and Actual Earnings 107,228,054 (38,775) -0.0362%
Other Changes in Fiduciary Net Position 1,214,819 3,111 0.2561%
Administrative Expense 8,516,330 21,812 0.2561%
Recognized Portion of Adjustment due to
Differences in Proportions - (475,935) N/A
Recognized Differences Between Contributions
And Proportionate Share of Contributions - (138,252) N/A
Subtotal: Expense Components $ 550,467,093 $ 1,223,868
Changes of Benefit Terms 406,889 981
Employer’s Proportionate Share of
Pension Expense/Income $ 550,873,982 $ 1,224,849
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NOTE #8 — RETIREMENT PLAN (continued)

D. Pension Expense and Deferred Outflows and Deferred Inflows (continued)

Miscellaneous Plans
Risk Pool Percentage of
Pension Expense Component Amounts Employer’s Share  Employer’s Share
Service Cost $ 342,270,235 $ 114,832 0.0336%
Interest on the Total Pension Liability 1,032,800,538 346,505 0.0336%
Recognized Differences between Expected
and Actual Experience 5,704,614 3,020 0.0529%
Recognized Changes of Assumptions (63,701,565) (31,232) 0.0490%
Employee Contributions' (160,736,159) (53,236) 0.0331%
Projected Earnings on Pension Plan
Investments (830,186,814) (226,641) 0.0273%
Recognized Difference between Projected
and Actual Earnings 86,669,644 37,239 0.0273%
Other Changes in Fiduciary Net Position (23,835,877) (7,894) 0.0331%
Administrative Expense 6,747,082 2,235 0.0273%
Recognized Portion of Adjustment due to
Differences in Proportions (28,291) N/A
Recognized Difference Between Contributions
and Proportionate Share of Contributions - 37,239 N/A
Subtotal: Expense Components $ 395,731,698 $ 193,776
Changes of Benefit Terms 1,070,612 359
Employer’s Proportionate Share of
Pension Expense/Income $ 396,802,310 $ 194,135
Pension Expense by Plan
Safety Plans $ 1,224,849
Miscellaneous Plans 194,135
District Total $ 1,418,984
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NOTE #8 — RETIREMENT PLAN (continued)

D. Pension Expense and Deferred Outflows and Deferred Inflows (continued)

Safety Plans

Changes of Assumptions

Net Difference between Expected and Actual Experience

Net Difference between Projected and Actual Earnings on
Pension Plan Investments

Adjustment due to Differences in Proportions

Net Difference between Contributions and Proportionate Share
of Contributions

Pension Contributions Subsequent to Measurement Date

Safety Plans

Miscellaneous Plans

Changes of Assumptions

Net Difference between Expected and Actual Experience

Net Difference between Projected and Actual Earnings on
Pension Plan Investments

Adjustment due to Differences in Proportions

Net Difference between Contributions and Proportionate Share
of Contributions

Pension Contributions Subsequent to Measurement Date

Miscellaneous Plans

District Total
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Deferred Outflows Deferred Inflows
of Resources of Resources
$ - $ (237,362)
- (54,773)
2,046,315 (1,215,565)
21,286 (178,552)
(226,812)
753,843
$ 2,821,444 $ (1,913,064)
Deferred Outflows Deferred Inflows
of Resources of Resources
$ - $ (56,218)
5,942 (758)
336,908 (121,996)
109,401 (1,467)
- (63,491)
96,772 -
$ 549,023 $ (243,930)
$ 3,370,447 $ (2,156,994)
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NOTE #8 — RETIREMENT PLAN (continued)
D. Pension Expense and Deferred Outflows and Deferred Inflows (continued)

The amounts above are net of outflows and inflows recognized in the 2015-2016 measurement period expense.
Amounts reported as deferred outflows and deferred inflows of resources related to pensions will be recognized in
future pension expense as follows:

Measurement Period Miscellaneous
Ended June 30: Safety Plans Plans
2017 $ (374,794) $ 18,341
2018 (311,672) 7,512
2019 568,186 98,040
2020 339,295 42,199

E. Payable to the Pension Plan

At June 30, 2016 the District reported a payable of $0 for the outstanding amount of contributions to the pension
plan required for the year ended June 30, 2016.

NOTE #9 - OTHER POST EMPLOYMENT BENEFITS

Plan Description

The District has established a single-employer trust, “The Apple Valley Fire Protection District Retiree Health
Reimbursement Arrangement,” (“the HRA”) with US Bank National Association (“the Bank”) to administer its
postemployment healthcare plan. The District’s plan provides retiree healthcare benefits in the form of premium
payments for employees who retire from the District. Eligible retirees may elect coverage through the District’s
contract with CalPERS healthcare benefits. The plan benefits are established and may be amended by the Apple
Valley Fire Protection District’s Board of Directors.

Under the HRA, retirees are classified into two groups. The first group, current retirees and spouses and active
employees hired before January 1, 2003, receives $400 per month ($550 for retiree and spouse) in District-paid
premiums called Supplemental Benefit Contribution (SBC). This group also has the option of electing coverage
through the District’s contract with CalPERS healthcare benefits. Retirees who elect that coverage also receive
the benefit of District-paid premiums for the Minimum Required Contribution (MRC) required by CalPERS. At
June 30, 2016 the MRC was $125 per month. The second group, active employees hired after January 1, 2003,
will receive only the MRC.

The financial report for The Apple Valley Fire Protection District Retiree Health Reimbursement Arrangement
can be obtained from the finance department at 22400 Headquarters Drive, Apple Valley, CA 92307.

Funding Policy

The contribution requirements of the HRA are established and may be amended by the District’s Board. The
minimum contributions by the District are based on actuarially determined rates described as the Annual Required
Contribution (ARC). For the fiscal year ending June 30, 2016, the District’s ARC represented a contribution of
$407,628 to the HRA, based on the amortization of the accrued liability to be 100% funded within 8 years.
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NOTE #9 - OTHER POST EMPLOYMENT BENEFITS (continued)

Annual OPEB Cost

For the fiscal year ended June 30, 2016, the District’s annual OPEB cost (expense) of $407,628 equaled the ARC.
The District’s annual OPEB cost, the percentage of annual OPEB cost contributed to the HRA, and the net OPEB

obligation since adoption of GASB No. 45 is as follows:

Annual OPEB Percentage of Annual Net OPEB

Fiscal Year Ending Cost OPEB Cost Contributed Obligation
06/30/09 $ 262,021 100% -
06/30/10 $ 277,742 100% -
06/30/11 $ 221,900 100% -
06/30/12 $ 244,000 100% -
06/30/13 $ 286,600 100% -
06/30/14 $ 396,600 100% -
06/30/15 $ 396,600 100% -
06/30/16 $ 407,628 100% -

Funded Status and Funding Progress per June 30, 2015 Actuarial Valuation

Fiscal Actuarial Actuarial Unfunded Annual UALas a
Year Value of Accrued Accrued Funded Covered Percentage

Ended Assets Liability Liability Ratio Payroll of Payroll
6/30/2009 $ 429743 $§ 2,448,970 $ 2,019,227 17.5% $ 4,336,425 46.6%
6/30/2010 $ 706,149 $ 2,448970 $ 1,742,821 288% $ 4,622,446 37.7%
6/30/2011 § 865,741 $ 2,570,097 $ 1,704,356 33.7% $ 3,895,347 43.8%
6/30/2012 $ 1,015,544 $ 2,570,097 $ 1,554,553 395% $ 3,940,591 39.4%
6/30/2013 $ 1,198,288 $ 2,573,281 §$ 1,374,993 46.6% $ 3,504,472 39.2%
6/30/2014 $ 1,555,592 $ 2,573,281 $ 1,017,689 605% $ 3,563,750 28.6%
6/30/2015 $ 1,835,695 $ 4,070,537 $ 2,234,842 45.1% $ 3,694,115 60.5%

Actuarial Methods and Assumptions

Projections of benefits for financial reporting purposes are based on the HRA and include the types of benefits
provided at the time of each valuation. In the June 30, 2015 actuarial valuation, the frozen attained age actuarial
cost method was used. In this method, the frozen actuarial accrued liability is determined using the projected unit
credit actuarial cost method and spread in level dollars over 30 years. Normal cost is determined on the basis of
total benefit present value in excess of the sum of the actuarial accrued liability plus assets with the balance
spread in level dollars over the expected future working lifetime of active employees.

Assumptions include a 6.0% discount rate and an annual healthcare cost trend rate of 3% for the MRC for all
years.
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NOTE #10 -INTERFUND ACTIVITIES

Interfund activities were as follows: Interfund Interfund Interfund Interfund
Receivable Payable Transfers in Transfers Out
General Fund $ $ -3 $ 50,000
Special Revenue Fund:
Development Impact Fees 56,766
Capital Projects Fund:
Capital Improvement Plan - - 106,766 -
$ - $ - 3 106,766 $ 106,766

Transfers were made (1) to move revenues from the Development Impact Fees Fund to the Capital Improvement
Plan Fund to reimburse specific development fees incurred, and (2) to use unrestricted revenues collected in the
General Fund to finance various programs accounted for in the Capital Improvement Plan Fund, in accordance
with budgetary authorizations.

NOTE #11 - SHORT-TERM FINANCING
The District has a line of credit with Desert Community Bank in anticipation of upcoming tax revenues. The

available funds are $1,400,000 at 4.0% per annum with an original maturity date of April 30, 2016. The District
repaid the line of credit with 2015-2016 tax revenues, and renewed the line of credit through May 31, 2017.

Balance Balance
Beginning End
of Year Additions Deletions of Year
$ - 3 1,400,000 $ 1,400,000 $ -

Interest expense of $24,122 was charged to the public safety function in the Statement of Activities.

NOTE #12 - 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.

NOTE #13 - SUBSEQUENT EVENTS

On November 8, 2016 voters within the District’s boundaries passed Measure A, authorizing the District to assess
special taxes for the purpose of continuing District operations.
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APPLE VALLEY FIRE PROTECTION DISTRICT

REQUIRED SUPPLEMENTARY INFORMATION
SCHEDULE OF PROPORTIONATE SHARE OF NET PENSION LIABILITY/(ASSET) AND RELATED

RATIOS AND PLAN CONTRIBUTIONS- PENSION PLANS
JUNE 30, 2016

SCHEDULE OF THE PLANS’ PROPORTIONATE SHARE OF THE NET PENSION
LIABILITY/(ASSET) AND RELATED RATIOS AS OF THE MEASUREMENT DATE
LAST 10 YEARS*

Safety Plans Miscellaneous Plans
Measurement Date June 30, 2016
Plans’ Proportion of the Net Pension Liability/(Asset) 0.20113% 0.03490%
Plans’ Proportionate Share of the Net Pension
Liability/(Asset) $ 10,417,030 $ 1,212,457
Plans’ Covered-Employee Payroll' $ 3,148,642 $ 467,912
Plans’ Proportionate Share of the Net Pension
Liability/(Asset) as a Percentage of its Covered-
Employee Payroll 33431% 259.10%
Fiduciary Net Position as a Percentage of the Plans’ Total
Pension Liability 77.20% 74.90%
Plans’ Proportionate Share of Aggregate Employer
Contributions® $ 1,410,898 §$ 134,726
Measurement Date June 30, 2015
Plans’ Proportion of the Net Pension Liability/(Asset) 0.20928% 0.03727%
Plans’ Proportionate Share of the Net Pension
Liability/(Asset) $ 6,222,206 $ 1,022,353
Plans’ Covered-Employee Payroll' $ 3,067,416 $ 648,304
Plans’ Proportionate Share of the Net Pension
Liability/(Asset) as a Percentage of its Covered-
Employee Payroll 204.83% 157.70%
Fiduciary Net Position as a Percentage of the Plans’ Total
Pension Liability 80.62% 78.10%
Plans’ Proportionate Share of Aggregate Employer
Contributions? $ 1,220,004 $ 130,544
Measurement Date June 30, 2014
Plans’ Proportion of the Net Pension Liability/(Asset) 0.19046% 0.040923%
Plans’ Proportionate Share of the Net Pension
Liability/(Asset) $ 6,222,206 $ 1,011,406
Plans’ Covered-Employee Payroll' $ 3,022,678 $ 632,330
Plans’ Proportionate Share of the Net Pension
Liability/(Asset) as a Percentage of its Covered-
Employee Payroll 205.90% 159.90%
Fiduciary Net Position as a Percentage of the Plans’ Total
Pension Liability 85.23% 77.80%
Plans’ Proportionate Share of Aggregate Employer
Contributions? $ 998,853 $ 96,056

'Covered-Employee Payroll represented above is based on the total payroll of employees that are provided

pensions through the pension plan in accordance with GASB 68.
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APPLE VALLEY FIRE PROTECTION DISTRICT

REQUIRED SUPPLEMENTARY INFORMATION

SCHEDULE OF PROPORTIONATE SHARE OF NET PENSION LIABILITY/(ASSET) AND RELATED
RATIOS AND PLAN CONTRIBUTIONS- PENSION PLANS

JUNE 30, 2016

SCHEDULE OF THE PLANS’ PROPORTIONATE SHARE OF THE NET PENSION
LIABILITY/(ASSET) AND RELATED RATIOS AS OF THE MEASUREMENT DATE
LAST 10 YEARS*

2The plan’s proportionate share of aggregate contributions may not match the actual contributions made by the
employer during the measurement period. The plan’s proportionate share of aggregate contributions is based on
the plan’s proportion of fiduciary net position shown on line 5 of the table above as well as any additional side
fund (or unfunded liability) contributions made by the employer during the measurement period.

*Measurement period 2013-2014 (fiscal year 2014-2015) was the first year of implementation; therefore, only
three years are shown.
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APPLE VALLEY FIRE PROTECTION DISTRICT

REQUIRED SUPPLEMENTARY INFORMATION

SCHEDULE OF PROPORTIONATE SHARE OF NET PENSION LIABILITY/(ASSET) AND RELATED
RATIOS AND PLAN CONTRIBUTIONS- PENSION PLANS

JUNE 30, 2016

SCHEDULE OF THE PLANS’ CONTRIBUTIONS

Safety Miscellaneous

Plans Plans
Measurement Period 2015-2016
Actuarially Determined Contribution $ 753,843 $ 96,771
Contributions in Relation to the Actuarially
Determined Contribution (753,843) (96,771)
Contribution Deficiency (Excess) $ - 3 -
Covered-Employee Payroll' $ 3,148,642 $ 467,912
Contributions as a Percentage of Covered-
Employee Payroll' 23.94% 20.68%
Measurement Period 2014-2015
Actuarially Determined Contribution $ 542,421 § 143,164
Contributions in Relation to the Actuarially
Determined Contribution (542,421) (143,164)
Contribution Deficiency (Excess) $ - $ -
Covered-Employee Payroll' $ 3,067,416 $ 648,304
Contributions as a Percentage of Covered-
Employee Payroll' 17.68% 22.08%
Measurement Period 2013-2014
Actuarially Determined Contribution $ 616,860 $ 156,127
Contributions in Relation to the Actuarially
Determined Contribution (616,860) (156,127)
Contribution Deficiency (Excess) $ - 3 -
Covered-Employee P:alyroll1 $ 3,022,678 $ 632,330
Contributions as a Percentage of Covered-
Employee Payroll' 20.41% 24.69%

'Covered-Employee Payroll represented above is based on the total payroll of employees that are provided
pensions through the pension plan in accordance with GASB 68.

*Measurement period 2013-2014 (fiscal year 2014-2015) was the first year of implementation; therefore, only
three years are shown.
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APPLE VALLEY FIRE PROTECTION DISTRICT

REQUIRED SUPPLEMENTARY INFORMATION
SCHEDULE OF FUNDING PROGRESS — OTHER POST-EMPLOYMENT BENEFITS

JUNE 30, 2016

THE APPLE VALLEY FIRE PROTECTION DISTRICT RETIREE HEALTH REIMBURSEMENT
ARRANGEMENT

The funded status of the plan as of the most recent valuation date, June 30, 2015, along with the actuarial
assumptions and methods follow:

Funded Status and Funding Progress

Fiscal Actuarial Actuarial Unfunded Annual UAL as a
Year Value of Accrued Accrued Funded Covered Percentage

Ended Assets Liability Liability Ratio Payroll of Payroll
6/30/2009 $ 429,743 $ 2,448970 § 2,019,227 175% $ 4,336,425 46.6%
6/30/2010 $ 706,149 $§ 2,448970 $ 1,742,821 28.8% $ 4,622,446 37.7%
6/30/2011 $ 865,741 $ 2,570,097 $ 1,704,356 33.7% $ 3,895,347 43.8%
6/30/2012 $ 1,015,544 $ 2,570,097 $§ 1,554,553 39.5% $ 3,940,591 39.4%
6/30/2013 $ 1,198,288 $ 2,573,281 § 1,374,993 46.6% $ 3,504,472 39.2%
6/30/2014 $ 1,555,592 $ 2,573,281 $ 1,017,689 60.5% $ 3,563,750 28.6%
6/30/2015 $ 1,835,695 $ 4,070,537 § 2,234,842 451% $ 3,694,115 60.5%

Actuarial Methods and Assumptions

Projections of benefits for financial reporting purposes are based on the HRA and include the types of benefits
provided at the time of each valuation. In the June 30, 2015 actuarial valuation, the frozen attained age actuarial
cost method was used. In this method, the frozen actuarial accrued liability is determined using the projected unit
credit actuarial cost method and spread in level dollars over 30 years. Normal cost is determined on the basis of
total benefit present value in excess of the sum of the actuarial accrued liability plus assets with the balance
spread in level dollars over the expected future working lifetime of active employees.

Assumptions include a 6.0% discount rate and an annual healthcare cost trend rate of 3% for the MRC for all
years.
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