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D.R. WATTS ACCOUNTANCY CORPORATION
1018 Live Qak Boulevard, Suite G
Yuba City, CA 95991
(530) 755-6402 / drwattscpa@aol.com

INDEPENDENT AUDITORS’ REPORT

Board of Directors
Arcata Fire Protection District
Arcata, California

We have audited the accompanying financial statements of the governmental activities of Arcata Fire
Protection District as of and for the year ended June 30, 2014, 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 the United States of America; this includes the
design, implementation, and maintenance of internal control relevant to the preparation and fair
presentation of the 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, the
State Controller's Minimum Audit Requirements for California Special Districts and the standards
applicable to financial audits contained in Government Auditing Standards, issued by the Comptroller
General of the United States. Those standards require that we plan and perform the audits to obtain
reasonable assurance about whether the financial statements are free of material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in
the financial statements. The procedures selected depend on the auditor's judgment, including 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
financial position of the governmental activities of Arcata Fire Protection District as of June 30,2014,
and the changes in financial position thereof, for the year then ended in accordance with accounting
principles generally accepted in the United States of America as well as accounting systems prescribed
by the State Controller’s Office and state regulations governing special districts.
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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, the schedule of funding progress for the District's pension plan, the schedule of
funding progress for the other post-employment benefits plan and the budgetary comparison information
as listed in the table of contents, be presented to supplement the basic financial statements. Such
information, although not a part of the basic financial statements, is required by the Government
Accounting Standards Board, who considers it to be an essential part of financial reporting for placing the
basic financial statements in an appropriate operational, economic, or historical context. We have applied
certain limited procedures to the required supplementary information in accordance with auditing
standards generally accepted in the United States of America, which consisted of inquiries of
management about the methods of preparing the information and comparing the information for
consistency with management's responses to our inquiries, the basic financial statements, and other
knowledge we obtained during our audit of the basic financial statements. We do not express an opinion
or provide any assurance on the information because the limited procedures do not provide us with
sufficient evidence to express an opinion or provide any assurance.

Other Information

Our audit was conducted for the purpose of forming opinions on the financial statements that collectively
comprise the Arcata Fire Protection District's basic financial statements. The schedule of expenditures of
federal awards is presented for purposes of additional analysis as required by U.S. Office of Management
and Budget Circular A-133, Audits of States, Local Governments, and Non-Profit Organizations, and is
also not a required part of the basic financial statements.

The schedule of expenditures of federal awards is the responsibility of management and was derived from
and relate directly to the underlying accounting and other records used to prepare the basic financial
statements. Such information has been subjected to the auditing procedures applied in the audit of the
basic financial statements and certain additional procedures, including comparing and reconciling such
information directly to the underlying accounting and other records used to prepare the basic financial
statements or to the basic financial statements themselves, and other additional procedures in accordance
with auditing standards generally accepted in the United States of America. In our opinion, the schedule
of expenditures of federal awards are fairly stated in all material respects in relation to the basic financial
statements as a whole.

Other Reporting Required by Government Auditing Standards

In accordance with Governmental Auditing Standards, we have also issued our report dated May 15,
2015, on our consideration of the Arcata Fire Protection District's internal control over financial reporting
and on our test of its compliance with certain provisions of laws, regulations, contracts, and grant
agreements and other matters. The purpose of that report is to describe the scope of our testing of internal
control over financial reporting and compliance and the results of that testing, and not to provide an
opinion on internal control over financial reporting or on compliance. That report is an integral part of an
audit performed in accordance with Government Auditing Standards in considering Arcata Fire Protection
District's internal control over financial reporting and compliance.

May 15, 2015
2.



D.R. WATTS ACCOUNTANCY CORPORATION
1018 Live Oak Boulevard, Suite G
Yuba City, CA 95991
(530) 755-6402 / drwattscpa@aol.com

INDEPENDENDENT AUDITOR'S REPORT ON COMPLIANCE FOR EACH MAJOR
PROGRAM AND ON INTERNAL CONTROL OVER COMPLIANCE REQUIRED BY
OMB CIRCLUAR A-133

Board of Directors
Arcata Fire Protection District
Arcata, CA

Report on Compliance for Each Major Federal Program

We have audited Arcata Fire Protection District's compliance with the types of compliance requirements
described in the OMB Circular A-133 Compliance Supplement that could have a direct and material
effect on each of Arcata Fire Protection District's major federal programs for the year ended June 30,
2014. Arcata Fire Protection District's major federal programs are identified in the summary of auditor's
results section of the accompanying schedule of findings and questioned costs.

Management's Responsibility

Management is responsible for compliance with the requirements of laws, regulations, contracts, and
grants applicable to its federal programs.

Auditor's Responsibility

Our responsibility is to express an opinion on compliance for each of Arcata Fire Protection District's
major federal programs based on our audit of the types of compliance requirements referred to above.

We conducted our audit of compliance in accordance with auditing standards generally accepted in the
United States of America; the standards applicable to financial audits contained in Government Auditing
Standards, issued by the Comptroller General of the United States; and OMB Circular A-133, dudits of
States, Local Governments, and Non-Profit Organizations. Those standards and OMB Circular A-133
require that we plan and perform the audit to obtain reasonable assurance about whether noncompliance
with the types of compliance requirements referred to above that could have a direct and material effect
on a major federal program occurred. An audit includes examining, on a test basis, evidence about Arcata
Fire Protection District's compliance with those requirements and performing such other procedures as we
consider necessary in the circumstances.

We believe that our audit provides a reasonable basis for our opinion on compliance for each major
federal program. However, our audit does not provide a legal determination of Arcata Fire Protection
District's compliance.



Opinion on Each Major Federal Program

In our opinion, Arcata Fire Protection District complied, in all material respects, with the types of
compliance requirements referred to above that could have a direct and material effect on each of its
major federal programs for the year ended June 30, 2014.

Report on Internal Control Over Compliance

Management of Arcata Fire Protection District is responsible for establishing and maintaining effective
internal control over compliance with the types of compliance requirements referred to above. In
planning and performing our audit of compliance, we considered Arcata Fire District's internal control
over compliance with the types of requirements that could have a direct and material effect on each major
federal program to determine the auditing procedures that are appropriate in the circumstances for the
purpose of expressing an opinion on compliance for each major federal program and to test and report on
internal control over compliance in accordance with OMB Circular A-133, but not for the purpose of
expressing an opinion on the effectiveness of internal control over compliance. Accordingly, we do not
express an opinion on the effectiveness of Arcata Fire Protection District's internal control over
compliance.

A deficiency in internal control over compliance exists when the design or operation of a control over
compliance does not allow management or employees, in the normal course of performing their assigned
functions, to prevent, or detect and correct, noncompliance with a type of compliance requirement of a
federal program on a timely basis. A material weakness in internal control over compliance is a
deficiency, or combination of deficiencies, in internal control over compliance, such that there is a
reasonable possibility that material noncompliance with a type of compliance requirement of a federal
program will not be prevented, or detected and corrected, on a timely basis. A significant deficiency in
internal control over compliance is a deficiency, or a combination of deficiencies, in internal control over
compliance with a type of compliance requirement of a federal program that is less severe than a material
weakness in internal control over compliance, yet important enough to merit attention by those charged
with governance.

Our consideration of internal control over compliance was for the limited purpose described in the first
paragraph of this section and was not designed to identify all deficiencies in internal control over
compliance that might be material weaknesses or significant deficiencies. We did not identify any
deficiencies in internal control over compliance that we consider to be material weaknesses. However,
material weaknesses may exist that have not been identified.

The purpose of this report on internal control over compliance is solely to describe the scope of our
testing of internal control over compliance and the results of that testing based on the requirements of
OMB Circular A-133. Accordingly, this report is not suitable for any other purpose.

May 15, 2015



ARCATA FIRE PROTECTION DISTRICT

631 NINTH STREET, ARCATA, CA 95521-6204
(707) 825-2000 Fax: (707) 822-7951

Management’s Discussion and Analysis
For the Fiscal Year ended June 30, 2014

The management of the Arcata Fire Protection District presents the District’s financial statement
narrative overview and analysis of the activities of the District for the fiscal year ended June 30,
2014. An independent public accountant has audited the accompanying District financial
statements, and the opinion is included in the accompanying independent auditors’ report. An
independent audit not only provides for the confidence of the public at large regarding the on-
going financial operations of the District, but also allows the District’s management team to
compare its financial operation with recognized standards, and develop useful data for evaluation
of District policies and operations.

Overview of the Financial Statements

The District-wide financial statements (Statement of Net Position and Statement of Activities) are
designed to provide readers with a broad overview of the District’s finances. 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 assets. 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. The Statement of Activities presents information showing how the District’s net
position changed during the most recent fiscal year.

The District, like other state and local governments, uses fund accounting to ensure and
demonstrate compliance with finance related legal requirements. Specifically, the District uses a
special revenue governmental fund type to account for its financial activities. Unlike the
District-wide financial statements, the District’s fund financial statements (Balance Sheet and
Statement of Revenues, Expenditures, and Changes in Fund Balance) focus on the near-term
inflow and outflow of spendable resources, as well as on balances of spendable resources
available at the end of the fiscal year.

The district-wide and fund financial statements should not be considered without factoring in the
financial statement notes and required supplementary information which provides additional
information that is essential to full understanding of the data provided in the District’s financial
statements.



Overview of Operations

In July of 2013 the District Board hired Assistant Chief Desmond Cowan as Fire Chief. One of
the Chief’s short-term goals has been to reduce pressure on the District budget by leaving the
Assistant Chief/Fire Marshal position vacant. In the past, this position managed and coordinated
all of the District fire prevention and code enforcement activities. Rather than immediately filling
the position, Chief Cowan chose to continue to serve as Fire Marshal and, with the assistance of
the Assistant Chief and Battalion Chief, carry the additional workload. The Board approved the
hiring of a civilian Fire Prevention Specialist (FPS) in March of 2014. The new FPS will
eventually transition into taking on the duties previously handled by the Fire Marshal, with the
support of the Fire Chief and the other Chief officers. The new configuration allows the District
to fulfill its’ obligation to provide community safety education and prevention services while
reducing the overall costs in wages and benefits and allowing greater flexibility with the District
budget.

In prior years, the District operated with at least four administrative officers; typically, a Chief,
two Assistant Chiefs, and an Administrative Fire Captain or Battalion Chief. While operating
with only three Chief officers, the District Administrative team must still provide specialized
management and supervision as well as incident management year-round. This supervision is
provided by the officers on a weeklong rotation. The use of three officers has left one week of
the year unfilled. The Chief has determined that the most effective use of revenue at this time is
to utilize the services of experienced and qualified officers who are retired annuitants. These
personnel cover during the evening and weekends on the open duty week. During the weekdays,
the three Chief officers cover any management issues that arise and respond as Incident
Commander. This again allows the greatest degree of flexibility and efficient use of revenue as
well as providing volunteer personnel opportunities within the District organization that would
otherwise be unavailable.

Our labor groups (the Arcata Fire District Professional Firefighters Local 4981 and the Senior
Management Group) have also negotiated tiered benefits for both retirement and health benefits.
Coupled with these voluntary adjustments are the structural changes to the Public Employees
Retirement System made this year by the Governor. Combined, these will over time help reduce
the budget impact of retirement and insurance costs. However, there are no retirements pending
or anticipated in the next year. Wage negotiations with the labor groups have focused on
reasonable compensation coupled with maintaining the security of the staff positions.
Additionally, personnel agreed to reconfigure compensation so that the stipend for providing
duty officer coverage was standardized at a rate equal to that of Step 1 Battalion Chief for all
personnel, including the Fire Chief and Assistant Chiefs.

In the fiscal year ended June 30, 2014, the District experienced another busy year of emergency
responses, maintained staff through grant funding, and offered the position of Fire Chief to 21-
year district employee Desmond Cowan. The career staff and volunteers responded to a total of
2,680 incidents this year, an increase of 40 incidents from 2013.



Annual Budgetary Performance

The Fire District’s operating budget for 2013-2014 was $3,735,979. Our budget continues to be
subject to the same pressures that other businesses and agencies are facing; increasing costs
coupled with relatively flat revenues will likely create a situation in the future in which
alternative funding methods and sources will need to be considered.

Personnel costs account for 83.5% of the budget. These costs include salaries and benefits for
full and part-time personnel. Also included are workers compensation insurance and uniform
costs for career and volunteer firefighters. Apparatus and equipment costs are 6.5% and
include the ongoing budget line item for the replacement of fire engines and trucks, fuel, funding
for the replacement of firefighting equipment and tools (hose, chainsaws, etc.), and mandatory
annual inspections and testing for hoses, ladders, and fire extinguishers. Services and supplies
account for 17.9% of the budget and include professional services provided by attorneys, the
District accountant and annual audit, dispatch services, radio funding, and dues and subscriptions
for computer programs, mapping, public education, participation in the Urban Search and Rescue
team, and other specialized services. The facilities portion of the budget is 2.3%. Included in
this area of the budget are expenses such as rent, structure maintenance and improvements,
grounds maintenance, emergency generator service and maintenance, and utilities. Finally,
although a relatively small portion of the budget, .8% is spent on training. This area is a crucial
component in keeping our volunteer and career personnel ready to provide the many services
needed by our modern community. Under the training budget, the Fire District allocates money
for local training, out of town conferences, officer development, and training supplies such as
plywood and lumber for ventilation training props.

In FY 13/14, the District received revenues of $4,321,781 and expended $4,273,880. The net
result was revenues over expenditures in the amount of $47,901, which is reflected as an increase
in fund balance on the Statement of Revenues, Expenditures, and Changes in Fund Balance.

The revenue received during the year ended June 30, 2014 in the amount of $4,321,781 exceeded
the budgeted revenue of $3,909,702 by $412,079. The expenditures of $4,273,880 exceeded the
budgeted expenditures of $3,735,979 by $537,901. The net result of budget to actual variances
for FY 13/14 was an increase in fund balance of $47,901, compared to an expected increase in
fund balance per the budget of $173,723, resulting in a negative difference of $(125,822).

A complete budgetary comparison schedule for FY13/14 is presented as supplementary
information to the financial statements on pages 33 and 34.
Analysis of District-wide Financial Statements

The following table shows the District’s assets, liabilities and net position as reported in the
government-wide financial statements of June 30, 2014 and 2013:



STATEMENTS OF NET POSITION

6/30/2014 6/30/2013 Change
ASSETS:
Cash in County Treasury — Unrestricted  § 2,055,809 $ 2,768,266 $§  (712,457)
Cash in banks 88.474 9,299 79,175
Imprest cash 250 250 -
Prepaid expense 16,026 55,668 (39,642)
Grant reimbursement receivable 250,881 165,737 85,144
Interest receivable 3,500 3,589 (89)
Cash in County Treasury — Designated 1,041,460 540,562 500,898
Cash in banks - Restricted 63,789 105.100 (41,311)
Capital assets,
net of accumulated depreciation 3,175,358 3.241.942 (66,584)
TOTAL ASSETS $ 6695547 $ 6890413 $§  (194,866)
LIABILITIES:
Accounts payable $ 26,998 $ 111,718  $ (84,720)
Accrued interest payable 24,104 26,948 (2,844)
Wages payable 39,714 32,810 6,904
Accrued pension payable 17,021 12,845 4,176
Grant expenses payable - 105,100 (105,100)
Deferred grant revenue - 6,423 (6,423)
Compensated time off 51,746 39,922 11,824
Compensated vacation and holiday pay 98,539 128,638 (30,099)
Other post-employment benefits 1,773,852 1,428,373 345,479
Debt not invested in capital assets 27,967 27,967 -
Current portion of long-term debt 119,698 114,009 5,689
Long-term debt net of current portion 846,371 966.070 (119.699)
TOTAL LIABILITIES 3,026,010 3,000,823 25,187
Beginning net position 3,889,590 3,868,449 21,141
Increase (decrease) in net position (220,053) 21,141 (241,194)
Ending net position 3,669,537 3,889,590 (220,053)

TOTAL LIABILITIES AND NET
POSITION $  6.695,547 $ 6890413 $  (194.866)




STATEMENTS OF ACTIVITIES

The following table shows the District’s revenues, expenses and changes in net position for the

years ended June 30, 2014 and 2013:

REVENUES:
Property tax revenue
Fire protection revenue
Grant revenue
Gain on sale of capital assets
Other revenue
Unrestricted investment earnings

TOTAL REVENUES

OPERATING EXPENSES:
Salaries and employee benefits
Clothing and personal supplies
Communications
Depreciation
Food
Grant expense
Household expenses
Insurance
Interest expense
Maintenance
Memberships
Miscellaneous
Office expense

Professional and specialized services

Rents and leases — structures
Small tools and instruments
Special district expense
Training
Transportation and travel
Utilities

TOTAL OPERATING EXPENSES

NON-OPERATING EXPENSES
Post-employment benefits

TOTAL EXPENSES
CHANGE IN NET POSITION

6/30/2014 6/30/2013 Change
$ 3,569,133 $ 3,564,788 4,345
9,735 10,769 (1,034)
647,204 614,918 32,286
15,000 2,683 12,317
65,042 22,856 42,186
15,667 17.248 (1.581)
4,321,781 4,233,362 88,519
3,089,334 2,875,944 213,390
20,703 20,551 152
92,543 92,101 442
271,937 266,646 5,291
4,539 4,610 (71)
155,370 18,219 137,151
6,615 4,851 1,764
11,988 14,706 2,718)
51,052 56,605 (5,553)
116,923 87,166 29,757
10,742 9,655 1,087
27,764 3,524 24,240
8,433 12,488 (4,055)
99,460 121,725 (22,265)
60,000 53,700 6,300
37,396 55,858 (18,462)
42,182 58,310 (16,128)
29,426 37,139 (7,713)
41,695 44,760 (3,065)
18.253 20,190 (1.937)
4.196.355 3,858,748 337.607
345.479 353,373 (7.894)
4,541,834 4212.121 329.713
$  (220053) $ 21,141 (241,194)




The Arcata Fire District continues to modernize to meet the needs of the community and to
reflect the wishes of the community. We have made significant progress in the modernization of
two fire stations. The Arcata station is currently vacant and the District is leasing a site in
downtown Arcata to house our engine company and administrative functions. We expect to
begin work in McKinleyville this summer. The building projects are moving forward through a
collaboration of the District and the volunteers with the support of the community.

The first-ever Fire District Strategic Plan for the next five years indicates that more change
should be anticipated. Our identity needs to be clearly communicated to our constituents. Our
internal and external communications can be refined to provide the best information to internal
and external stakeholders.

Lastly, the Fire District for many years operated in a manner that was “behind the times” even
though we provided service to a community of over 36,000 residents who pride themselves in
living within a modern and progressive California University community. We face the challenge
now of catching up with this community.

As we move forward, we will continue to face increasing pressure on our budget, while needing
to expand the number of career employees on our staff and increase the range of services
expected by a modern community. All of this will take an investment by our community. By
being strong guardians of the public trust and revenue, we will ensure that when we need the
support of our residents, they will be there for us. All of the personnel of the Arcata Fire District
can be proud of the work we have done for the public.

Resp, submitted

Desmond Cowan, Fire Chief

St



ARCATA FIRE PROTECTION DISTRICT

STATEMENT OF NET POSITION
June 30, 2014

STATEMENT OF NET POSITION

ASSETS
Cash in County Treasury-Unrestricted/undesignated (Note 2)
Cash in banks (Note 2)
Imprest cash
Prepaid expense
Grant reimbursements receivable (Note 14d)
Interest receivable
Total current assets
Cash in County Treasury-Unrestricted/designated (Note 2)
Cash in banks - restricted (Note 13)
Capital assets, net of accumulated depreciation of $2,334,304 (Note 9)
TOTAL ASSETS

LIABILITIES AND NET POSITION

Current liabilities

Accounts payable

Accrued interest payable

Wages payable

Accrued pension payable

Compensated time off - current

Current portion of long-term debt (Note 8)
Total current liabilities

Long-term liabilities

Other post-employment benefits (Note 7)
Accrued employee benefits, long-term
Long-term debt, net of current portion (Note 8)

Total long-term liabilities
TOTAL LIABILITIES

NET POSITION

Invested in capital assets, net of related debt
Restricted
Unrestricted

TOTAL NET POSITION

TOTAL LIABILITIES AND NET POSITION

See accompanying notes.
-11-

$ 2,055,809
88,474

250

16,026

250,881

3.500
2,414,940
1,041,460
63,789
3,175.358

§ 6,695,547

$ 26,998
24,104
39,714
17,021
51,746

119,698

_ 279.281

1,773,852
98,539
874,338

2,746,729
3.026.010

2,209,469
63,789
1,396,279

3.669,537

$ 6,695,547



ARCATA FIRE PROTECTION DISTRICT

STATEMENT OF ACTIVITIES
Year ended June 30, 2014
Net Revenue (Expense)
and Changes
Program Revenues in Net Assets
Charges Governmental
Expenses For Services Activities
Functions/Programs:
Fire Protection $ 4,196,355 § 9735 $ (4,186,620)
Total Governmental Activities 4.196.355 9.73%5 (4,186.620)
General Revenues:
Taxes:
Property taxes — current secured 1,750,068
Property taxes — current unsecured 69,012
Property taxes — prior years secured and unsecured 36,101
Property taxes — current supplemental 13,972
Property taxes — prior years supplemental 3,252
Units of benefit charges 1,678,058
RDA dissolution 18.670
Total taxes 3,569,133
Grant revenue 647,204
Unrestricted investment earnings 15,667
Homeowners’ property tax relief 28,658
State timber yield tax 751
Other revenue 35,633
Total Revenues 4,297,046
NON OPERATING REVENUES (EXPENSES)
Post-employment benefits (345,479)
Gain on sale of capital assets 15,000
Total non-operating revenues (expenses) (330.479)
Change in Net Position (220,053)
Net Position — beginning of the year 3.889.590
Net Position — end of the year $ 3,669,537

See accompanying notes.
o




ARCATA FIRE PROTECTION DISTRICT

BALANCE SHEET
JUNE 30, 2014
ASSETS
ASSETS
Cash in County Treasury — Unrestricted/undesignated
Cash in banks

Imprest cash

Prepaid expenses

Grant reimbursements receivable

Interest receivable

Cash in County Treasury — Unrestricted/designated
Restricted cash

TOTAL ASSETS

LIABILITES AND FUND BALANCE

LIABILITIES

Accounts payable
Accrued interest payable
Wages payable

Accrued pension payable
Compensated time off

TOTAL LIABILITIES

FUND BALANCE

Restricted, assigned
Unrestricted, unassigned

TOTAL FUND BALANCE

TOTAL LIABILITIES AND FUND BALANCE

See accompanying notes.
<13z

$ 2,055,809
88,474

250

16,026

250,881

3,500

1,041,460

63.789

$§ 3,920,189

26,998
24,104
39,714
17,021
51,746

159,583

63,789
3.296.817

3.360.,606

§  3.520,189




ARCATA FIRE PROTECTION DISTRICT

Reconciliation of Total Governmental Fund Balance to
Net Assets of Governmental Activities
For the Year Ended June 30, 2014

Total Governmental Fund Balance $ 3,360,606

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

Capital assets used in the governmental activities are not financial resources
and therefore are not reported in the funds.
Capital assets net of accumulated depreciation 3,175,358

Some expenses reported in the statement of activities do not require the use
of current financial resources and, therefore are not reported as expenditures
in governmental funds:

Accrued employee benefits payable (98,539)
Other post employment benefits payable (1,773,852)
Long-term liabilities are not due and payable in the
current period and therefore are not reported in the funds. (994.036)
Net Position of Governmental Activities $ 3,669,537

See accompanying notes.
-14-



ARCATA FIRE PROTECTION DISTRICT
STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES IN FUND BALANCES

Workers’ compensation insurance
Total salaries and employee benefits

Service and Supplies:

Year Ended June 30, 2014
REVENUES

Taxes:
Property taxes — current secured $ 1,750,068
Property taxes — current unsecured 69,012
Property taxes — prior years secured & unsecured 36,101
Property taxes — current supplemental 13,972
Property taxes — prior years supplemental 3,252
Units of benefit charge 1,678,058
RDA dissolution 18,670
Total taxes 3,569,133
Grant revenue 647,204
Interest Income 15,667
Homeowners’ property tax relief 28,658
State timber yield tax 751
Other revenue 35,633
Firefighting reimbursement 9,735
TOTAL REVENUES 4,306,781

EXPENDITURES
Salaries and employee benefits:

Salaries, wages and payroll taxes 1,789,949
Retirement 675,466
Employee group insurance 578,280

SO - 1.

3.119.434

Clothing and personal supplies 20,703
Communications 92,543
Food 4,539
Grant expenses 155,370
Household expense 6,615
Insurance 11,988
Maintenance 116,923
Memberships 10,742
Miscellaneous 27,764
Office expense 8,433
Professional and specialized service 99,460
Leases — structures (Note 15) 60,000
Special district expense (Note 11) 42,182
Small tools and equipment 37,396
Training 29,426
Transportation and travel 41,695
Utilities 18.253

Total services and supplies

See accompanying notes.
-15-
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ARCATA FIRE PROTECTION DISTRICT
STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES IN FUND BALANCES
(Continued)
Year Ended June 30, 2014

EXPENDITURES (Continued)

Capital outlay:

Equipment purchases $ 205,353

Total capital outlay 205,353
Long-term lease obligations:

Principle payment 114,009

Interest expense 51,052

Total long-term lease obligations 165.061
TOTAL EXPENDITURES 4,273.880
CHANGE IN FUND BALANCE FROM OPERATIONS 32,901
Other Sources and Uses of Funds

Proceeds from sale of capital assets 15,000

Total Other Sources and Uses of Funds 15,000
Change in Fund Balance 47,901
Fund Balance — beginning of the year 3,312,705
Fund Balance — end of the year $  3.360,606

See accompanying notes.
2164



ARCATA FIRE PROTECTION DISTRICT

Reconciliation of the Statement of Revenues, Expenditures and Changes in Fund Balances

to the Statement of Activities
For the Year Ended June 30, 2014

Net change in Fund Balance

Repayment of long term lease payable is an expenditure in the
governmental funds, but the repayment reduces the long term
liabilities in the statement of net assets.

Capital asset purchases require the use of current financial resources
and are reported as expenditures in the governmental funds, but the
purchases are capitalized in the statement of net assets.

In the statement of activities the loss on the sale of fixed assets is reported.
In the governmental fund the proceeds from the sale of fixed assets
increases financial resources. The change in net assets differs from the
change in fund balance by the cost of fixed assets sold.

Expenditures in the statement of activities that do not require current
financial resources are not reported as expenditures in the fund.

These expenditures include:
Depreciation

Other post-employment benefits
Repayment of employee benefits payable is an expenditure in the

governmental funds, but the repayment reduces the long term
liabilities in the statement of net assets.

Change in Net Position

See accompanying notes.
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ARCATA FIRE PROTECTION DISTRICT
NOTES TO FINANCIAL STATEMENTS
June 30, 2014

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Arcata Fire Protection District (the district) was formed on June 1, 1944 with the approval of the
Humboldt County Board of supervisors. The State of California issued a Certificate of Existence to the
District on March 10, 1958. Under the provisions of the Health & Safety Code, the District was
reorganized under the Fire Protection District Law of 1987 (H & S Code Sections 13801-13999).

This summary of significant accounting policies of the District is presented to assist in understanding the
financial statements. The financial statements and notes are representations of management, who is
responsible for their integrity and objectivity. These accounting policies have been consistently applied in
the preparation of the financial statements.

A.

Reporting Entity

These financial statements present financial information for the District (the primary government).
No component units were determined to exist; therefore, none are included in these financial
statements.

In evaluating how to define the District for financial reporting purposes, management has considered
all potential component units. 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. The following is a brief review of each potential component unit addressed in
defining the District’s reporting entity. Included within the reporting entity is the Arcata Fire
Protection District. Excluded from the reporting entity are several other entities, including the
County of Humboldt (the County), the City of Arcata, Humboldt State University, McKinleyville
Community Services District, Manila Community Services District, Humboldt Bay Municipal Water
District and the Arcata Volunteer Firefighter Association, which provides services to the Arcata Fire
Protection District.

Measurement Focus/Basis of Accounting

Measurement focus refers to what is being measured; basis of accounting refers to the timing of the
recognition of revenues and expenditures in the accounts and their reporting in the financial
statements.
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ARCATA FIRE PROTECTION DISTRICT
NOTES TO FINANCIAL STATEMENTS
June 30, 2014

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

Government-Wide Financial Statements

The government-wide statement of net assets and statement of activities are reported using the
economic resources measurement focus and the accrual basis of accounting. The economic
resources measurement focus means all assets and liabilities (whether current or non-current) are
included on the statement of net position and the operating statements present increases
(revenues) and decreases (expenses) in net total assets. Under the accrual basis of accounting,
revenues are recognized when earned and expenses are recorded when the liability is incurred or
economic asset used.

The statement of activities reduces gross expenses (including depreciation) by program
revenues. In the statement of net position, the District’s net position is reported in three parts-
invested in capital assets, net of related debt, restricted, and unrestricted. For the year ended
June 30, 2014, there were restricted net assets in the amount of $63,789.

Governmental Fund Financial Statements

The District is a special-purpose government engaged in a single governmental program. The
general fund is the only fund of the District. The governmental fund type uses a current financial
resources measurement focus and is accounted for using the modified accrual basis of
accounting. Revenues are recognized when susceptible to accrual, i.e., when they become
measurable and available. Measurable means the amount can be determined. Available means
collectible within the current period or within 60 days after year-end. Expenses are generally
recognized under the modified accrual basis of accounting when the related liability is incurred.
The exception to this general rule is that principle and interest on general obligation long-term
debt, if any, is recognized when due.

Governmental fund balances are reported as reserved when the balances are not available for
appropriation or expenditure. The remaining balances are unreserved fund balances. From time
to time, the District agrees to set aside or designate resources for future uses. These unreserved,
designated balances are based on management’s tentative plans and can be changed. See Note 2
for further disclosure of designated funds.

The District applies all GASB pronouncements as well as the Financial Accounting Standards
Board pronouncements issued on or before November 30, 1989, unless those FASB
pronouncements conflict or contradict GASB pronouncements.
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ARCATA FIRE PROTECTION DISTRICT
NOTES TO FINANCIAL STATEMENTS
June 30, 2014

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

C.

Budgets
The District follows these procedures in establishing its budget. Budgetary data is reflected in these
financial statements.

1.~ The Fire Chief submits to the Board of Commissioners a proposed operating budget for the
fiscal year commencing on July 1.

2. Public hearings are conducted to obtain taxpayer comments.

3. The Budget is legally adopted by October 1.

Encumbrances

Encumbrance accounting, under which purchase orders, contracts, and other commitments for the
future expenditure of funds are recorded in order to reserve that portion of the applicable
appropriation, is not employed by the District.

Capital Assets

Capital assets purchased or acquired with an original cost of $5,000 or more are reported at
historical cost or estimated historical cost if actual historical cost is not available. Donated fixed
assets are valued at their estimated fair value on the date donated. Additions, improvements and
other capital outlays that significantly extend the useful life of an asset are capitalized. Other costs
incurred for maintenance and repairs are expensed as incurred.

Depreciation of all exhaustible capital assets is charged as an expense with accumulated depreciation
reflected in the statement of net assets. Depreciation has been provided over the estimated useful
lives using the straight-line method. The estimated useful lives are as follows:

Trucks and equipment 5-25  years
Buildings and improvements 30 years

Compensated Absences Payable

Compensated absences payable are expected to be liquidated with available financial resources, and
are reported as expenditure and accrued liability in accordance with the provisions of statement of
Financial Accounting Standards No. 43, Accounting for Compensated Absences.
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ARCATA FIRE PROTECTION DISTRICT
NOTES TO FINANCIAL STATEMENTS
June 30, 2014

NOTE 2- CASH, CASH EQUIVALENTS, AND INVESTMENTS

The District has no self-directed investments. The District’s investments consist of cash in banks and
funds invested in pooled investment funds maintained by other agencies as follows:

Cash in banks- unrestricted $ 88,474
Cash in banks - restricted 63,789
Cash in County Treasury-unrestricted 2,055,809
Cash in County Treasury-designated 1,041,460
Imprest cash 250

Total cash, cash equivalents and investments $ 3.249.782

Funds of the District deposited in the general checking and savings are insured by federal depository
insurance up to $250,000, and collateralized for the remainder of the total deposits. The District’s
investment policy does not restrict the amount the District may deposit with any one issuer and the policy
states that all excess funds not required for immediate use be deposited in the County Treasurer’s
Investment Pool.

Cash in County Treasury is cash deposited in an external investment pool administered by the County of
Humboldt Treasurer’s Office. The cash balance is pooled with funds from other entities and invested by
the Humboldt County Treasurer for the purpose of maximizing investment earnings. Interest earned from
the pool is distributed to the participating funds based on their average daily balance within the pool. The
District considers the cash deposited in the County Treasurers Investment Pool to be cash equivalents.

The District accounts for cash equivalents in the County Treasurer’s Investment Pool at the lower of cost
or fair value. Fair value is calculated annually based on statistics provided by the County Treasurer. Fair
value is the amount at which a financial instrument could be exchanged in a current transaction between
willing parties. Based on this determination the unrealized increase in fair value of the investments was
not recognized and is not included in the balances reported in these financial statements.

The Humboldt County Treasurer’s Investment Pool is administered by the County of Humboldt
Treasurer’s Office and conforms to the California Government Code. The County’s portfolio normally
consists of U.S Treasury issues, U.S Agency agreements, bankers’ acceptances, and the Local Agency
Investment Fund. All cash invested by the County in demand deposit accounts is collateralized to 110%
with approved U.S Government securities such as Treasury Bills and other U.S Treasury issues.

The District’s Board has designated unrestricted/unreserved funds to be allocated among three accounts:
Capital Improvements, Contingency Designation, and PERS Designation. The PERS Designation account
allows the District the ability to make lump sum payments to PERS on an annual basis which saves on
cost and to compensate for unanticipated increases in PERS contributions. The Contingency Designation
account provides the District with emergency funds for large/high cost building repairs, equipment
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ARCATA FIRE PROTECTION DISTRICT
NOTES TO FINANCIAL STATEMENTS
June 30, 2014

NOTE 2- CASH, CASH EQUIVALENTS, AND INVESTMENTS (continued)

replacement, apparatus repairs and similar unanticipated expenditures. The Capital Improvements
Designation account allows the District to coordinate funding of capital improvement projects or
apparatus replacement within the normal operating budget.

The accounts are held in the County Treasury and had the following balances at June 30, 2014:

Contingency Designation § 265475
PERS Designation 425,000
Capital Improvements Designation 350,985

Total Cash in County Treasury — designated $ 1,041.460

Also see Note 12 for a summary of designated fund activity for the year ended June 30, 2014.

NOTE 3- SPECIAL TAX

On November 5, 1996, state voters approved Proposition 218 which nullified the Arcata Fire Protection
Benefit Assessment upon which the District had relied for approximately 30% of its funding for over ten
years.

On June 3, 1997, the voters in the District approved a special tax to replace those funds lost when
Proposition 218 was passed. The tax, which is assessed on units or multiple units of benefit, ranges from
$5 for a single-family residence to $100 for heavy industrial use. The special tax is assessed, collected
and distributed to the District by the County.

On August 25, 2006, a benefit assessment was passed by the voters in the Arcata Fire Protection District.
There is no expiration to this benefit assessment. The assessment is $22 per unit of benefit, which equates
to $22 to $264 depending upon the land use code. The revenue is collected by the County of Humboldt
for all parcels except parcels deemed by the County of Humboldt to be of low value or owned by a public
entity. The billing and collection of fees for the low value or public owned parcels is done by the District.
Fees collected by the District for the low value and public entity owned parcels are deposited into the
District’s Cash in County Treasury account.

NOTE 4- PROPERTY TAXES

The lien date for secured property taxes is March 1 of each year. Taxes are levied as of July 1 on all
secured real property and are due and payable November 1 and February 1 of the following fiscal year.
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ARCATA FIRE PROTECTION DISTRICT
NOTES TO FINANCIAL STATEMENTS
June 30, 2014

NOTE 4- PROPERTY TAXES (continued)

The County is responsible for assessing, collecting, and distributing property taxes in accordance with
enabling legislation.

Since the passage of California Proposition 13, beginning with fiscal year 1978-79, taxes are based either
on a 1% rate applied to the 1975-76 assessed value of the property, or on 1% of the sales price of the
property on sales transactions and construction which occur after the 1975-76 assessment. Assessed
values on properties (exclusive of increases related to sales transactions and improvement) can rise at a
maximum of 2% per year. The amount collected by the County is distributed in accordance with State law
to the various public agencies. Therefore, the District does not levy a specific tax rate but receives a share
of the property tax revenue based on the state formula. The District’s tax rate is $.06/$100 of assessed
value, the maximum allowable under Proposition 13.

During fiscal year 1993-94, an alternate method of property tax allocation (the “Teeter Plan”) was
adopted. Under this plan, the County Auditor-Controller distributes 100 percent of current secured taxes
billed to taxing entities during the current year, whether collected or not. The District recognizes property
tax revenues (including tax increment revenues) to the extent of each year’s tax allocation received or to
be received within 60 days after the end of each fiscal year.

The District’s share of the taxes collected by the County is calculated based on a formula established by
the State of California.

NOTE 5- DEFERRED COMPENSATION PLAN

The District offers employees a deferred compensation plan created in accordance with Internal Revenue
Service Code Section 457. The plan, available to all full-time non-seasonal 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.

The plan was revised in 1999 by the plan administrator. The assets of the retirement plan are held in a
trust for the exclusive benefit of the participants and their beneficiaries and are not accessible by the
government or its creditors. The participants or beneficiaries assume the risk of loss from declines in the
value of plan assets. The plan is administered by an independent plan administrator.

Effective June 30, 1999, the District adopted GASB 32 which provides accounting and reporting guidance
for deferred compensation plans under the revised provisions of IRC section 457. Under GASB 32, the
assets and liabilities of the plan are not reported in the financial statements of the District.
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ARCATA FIRE PROTECTION DISTRICT
NOTES TO FINANCIAL STATEMENTS
June 30, 2014

NOTE 6 - PENSION PLAN

a. Plan Description

The District contributes to two retirement plans, the safety plan and the miscellaneous plan, under the
California Public Employees’ Retirement System (CalPERS), a cost sharing multi-employer public
employee retirement system defined benefit pension plan that acts as a common investment and
administrative agent for participating public entities within the State of California. The safety plan covers
the District’s firefighters and the miscellaneous plan covers other District employees.

The plans provide retirement, disability, and unused sick leave benefits; annual cost-of-living
adjustments; and death benefits to plan members and beneficiaries. Menus of benefit provisions, as well
as other requirements are established by state statutes, as legislatively amended within the Public
Employees’ Retirement Law. California Government Code, Part 3, sections 20000-21600 governs PERS.
The District selects optional benefit provisions from the benefit menu by contract with CalPERS and
adopts those benefits through resolution. CalPERS issues a separate comprehensive annual financial
report that includes financial statements and required supplementary information. Copies of the Cal
PERS annual financial report may be obtained from the CalPERS Executive Office, 400 P Street,
Sacramento, California 95814,

b. Funding Policy

The District is required to contribute an actuarially determined rate. The actuarial methods and
assumptions used for determining the rate are those adopted by the CalPERS Board of Administration.
The required employer contribution rate for fiscal year 2013-2014 was 37.612% of annual payroll for the
safety plan. For the miscellaneous plan, the required employer contribution rate for fiscal year 2013-2014
was 10.843% of annual payroll. The contribution requirements of the plan members are established by
state statute.

¢.  Annual Pension Costs

Employer contributions are calculated in conformance with the provisions of GASB Statements No. 27 as
a percentage of covered payrolls. Therefore, the contributions transmitted to the System are equal to the
Annual Required Contribution (ARC), and there is no Net Pension Obligation (NPO) required. For the
fiscal year ended June 30, 2014, the District’s total annual pension cost of $646,226 was equal to the
required and actual contributions of the District. For both the safety and miscellaneous plans, the required
contributions were determined as part of the June 30, 2012 actuarial valuations using the entry age
actuarial cost method. Significant actuarial assumptions used in the valuations include (A) an actuarially
assumed investment return of 7.50% per annum, (B) salary increases based on a scale that assumes salary
increases vary by length of service and type of employment, between 3.30% to 14.20%, (C) an assumed
inflation rate of 2.75% in future years and (D) a 3.00% overall growth in payroll.
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ARCATA FIRE PROTECTION DISTRICT
NOTES TO FINANCIAL STATEMENTS
June 30, 2014

NOTE 6 — PENSION PLAN (Continued)
d. Employer Side-Fund

At the time of joining the risk pool, a side fund was created to account for the difference between the
funded status of the pool and the funded status of the District's plan. A negative side fund causes the
required annual employer contribution rate to be increased by the amortization of the side fund. As of
June 30, 2014 the District's side fund was a negative $737,393.

e. Five-Year Trend Information for PERS

Fiscal Annual Pension Percentage of Net Pension
Year Cost (APC) APC Contributed Obligation
6/30/09 512,447 100% -0-
6/30/10 625,074 100% -0-
6/30/11 730,340 100% -0-
6/30/12 595,204 100% -0-
6/30/13 626,226 100% -0-

See the required supplementary information on page 35 for the funded status of plan pool for the safety
and miscellaneous plans.

NOTE 7 - OTHER POST- EMPLOYMENT BENEFITS

Plan Description

The district provides post-employment health care benefits through a single employer defined benefit
plan. Retirees who are age 50 or over are eligible to obtain medical coverage. Medical coverage is also
provided for the surviving spouse of retired employees and the surviving spouse of active employees who
upon death had attained age 50 and who had a minimum of 10 years of service with the District. The Plan
does not provide a publicly available financial report.

Funding Policy

The contribution requirements of the plan members and the District are established and may be amended
by the District and/or the employee associations. The District is currently funding this OPEB obligation
on a pay-as-you-go basis. For the year ended June 30, 2014, the District paid $ 158,456 in health care
costs for its retirees and their covered dependents.
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ARCATA FIRE PROTECTION DISTRICT
NOTES TO FINANCIAL STATEMENTS
June 30, 2014

NOTE 7 - OTHER POST- EMPLOYMENT BENEFITS (Continued)

Annual OPEB Cost and Net OPEB Obligation

The District’s annual OPEB cost (expense) is calculated based on the annual required contribution of the
employer (ARC), an amount actuarially determined in accordance with parameters of GASB Statement
45. The ARC represents a level of funding that, if paid on an ongoing basis, is projected to cover normal
cost each year and to amortize any unfunded liabilities of the plan over a period not to exceed thirty years.

The following table shows the components of the District’s annual OPEB cost, the amount actually
contributed to the plan, and changes in the District’s net OPEB obligation to the Retiree Health Plan for

the year ended June 30, 2014:

Annual required contribution
Interest on net OPEB obligation

Adjustment to annual required contribution

Annual OPEB cost (expense)

Actual contributions made
Increase in net OPEB obligation

Net OPEB Obligation — beginning of year
Net OPEB Obligation — end of year

$ 538273
64,277

(66,458)
536,092

(190.613)
345,479

1,428.373

$ 1,773,852

The District’s annual OPEB cost, the percentage of annual OPEB cost contributed to the plan, and the net
OPEB obligation for the five years ended June 30, 2014 were as follows:

Percentage

Fiscal Annual of Annual Net

Year OPEB Actual OPEB Cost OPEB

Ended Cost Contribution Contributed Obligation
06/30/10 $ 454,148 $ 108,315 23.85% § 345,833
06/30/11 484,470 134,733 27.81% 349,737
06/30/12 517,591 138,161 26.69% 379,430
06/30/13 506,904 153,531 30.22% 353,373
06/30/14 536,092 190,613 35.56% 345,479
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ARCATA FIRE PROTECTION DISTRICT
NOTES TO FINANCIAL STATEMENTS
June 30, 2014

NOTE 7 - OTHER POST- EMPLOYMENT BENEFITS (Continued)

Funded Status and Funding Progress

As of July 1, 2013, the plan was zero percent funded. The actuarial accrued liability for benefits was
$5,887,426 and the actuarial value of assets was zero, resulting in an unfunded accrued liability (UAL) of
$5,887,426. The covered payroll (annual payroll of active employees covered by the plan) was

$ 1,325,545 and the ratio of the UAL to the covered payroll was 444.15%.

Actuarial valuations of an ongoing plan involve estimates of the value of reported amounts and
assumptions about the probability of occurrence of events far into the future. Examples include
assumptions about rates of employee turnover, retirement, mortality, as well as economic assumptions
regarding claim costs per retiree, healthcare inflation and interest rates. Amounts determined regarding
the funded status of the plan and the annual required contributions of the employer are subject to
continual revision as actual results are compared with past expectations and new estimates are made about
the future.

Actuarial Methods and Assumptions

Projections of benefits for financial reporting purposes are based on the substantive plan (the plan as
understood by the employer and the plan members) and include the types of benefits provided at the time
of each valuation and the historical pattern of sharing of benefit costs between the employer and plan
members to that point. The actuarial methods and assumptions used include techniques that are designed
to reduce the effects of short-term volatility in actuarial accrued liabilities and the actuarial value of
assets, consistent with the long-term perspective of the calculations. In the July 1, 2012 actuarial
valuation, the entry age normal cost method was used. The actuarial assumptions included an investment
interest rate of 4.5% per annum, a projected salary increase of 3.25% per annum and a general inflation
rate of 3.00% per annum.

See the required supplementary information on page 36 for the schedule of funding progress for other
post-employment benefit plans.

NOTE 8 - BONDED INDEBTEDNESS AND LONG-TERM DEBT
The District has no bonded indebtedness,

In 1983-84 the District received $58,861 from the State of California for business inventory subventions.
Subsequent collections of special appropriations and supplemental roll tax collections reduced the
advance to $29,952 as of January 15, 1986, and on April 3, 1986, the State of California and the District
entered into a loan agreement for that amount at 0% interest. At June 30, 2014, the District’s unpaid
balance was $27,967.
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ARCATA FIRE PROTECTION DISTRICT
NOTES TO FINANCIAL STATEMENTS
June 30, 2014

NOTE 8 — BONDED INDEBTEDNESS AND LONG-TERM DEBT (Continued)

A lease with an option to purchase two 2007 Ferrara Engines and one 2008 Ferrara Engine was executed
on March 14, 2011 in the amount of $470,700. The lease calls for annual payments in the amount of
$91,886 for six years beginning January, 2012. This lease was a refinance of the previous lease that
originated on September 26, 2006 and had a remaining balance of $459,292 at the time of the refinance.

On March 14, 2011 an additional lease with an option to purchase two new Ferrara Engines was executed
in the amount of $832, 930. The lease calls for annual payments in the amount of $76,018 for six years
beginning January, 2012, followed by three payments of $167,905 and a final payment of $159,685. The

two new engines were delivered to the District in November, 2011.

A schedule of changes in long-term debt for the year ended June 30, 2014, is shown below:

Balance Balance
July 1, 2013 Additions Deductions June 30, 2014
State loan payable $ 27,967 $ - $ - 8 27,967
Refinance Ferrara truck loan 325,900 = 75,624 250,276
New Ferrara truck loan 754,178 - 38.385 115793
Total $ 1,108,045 $ - § 114,009 994,036
Less amount due within one year (119.698)
Long-term debt, net of current portion $ 874338
The annual debt service requirements to maturity are as follows:
Year ending Total
June 30, Payment Interest Principle
2015 167,905 48,206 119,699
2016 167,905 42,234 125,671
2017 167,905 35,963 131,942
2018 167,905 29,379 138,526
2019 167,905 22,468 145,437
2020 and thereafter 355.558 22,797 332,761
Totals $ 1,195,083 $ 201,047 $ 994,036
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ARCATA FIRE PROTECTION DISTRICT
NOTES TO FINANCIAL STATEMENTS
June 30, 2014

NOTE 9-CAPITAL ASSETS

The following table summarizes the changes in components of the capital assets for the fiscal year ended
June 30, 2014:

Balance Balance

6/30/13 Additions Deletions 6/30/13
Land $ 224,630 % - 8 - § 224,630
Buildings 412,530 - - 412,530
Equipment 4,763,988 205,353 (96,839) 4,872,502
Less accumulated depreciation (2,159.206) (271,937) 96.839 (2.334.304)
Capital assets net of depreciation $ 3241942 § (66,584) $ - § 3,175358

NOTE 10- 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 health and welfare of employees.

The District purchases insurance coverage from FAIRA (Fire Agencies Insurance Risk Authority).
FAIRA provides coverage for automobile, general liability, errors and omissions losses and property as
follows:

Auto liability —combined single limit $ 1,000,000
General aggregate 2,000,000
Management liability 1,000,000
Umbrella liability 10,000,000
Each occurrence or wrongful act 1,000,000
Garagekeepers legal liability 250,000

For the fiscal year ending June 30, 2014, the annual premium to FAIRA was $11,988.

The County of Humboldt, Risk Management Division, Workers Compensation Program, a risk sharing
pool administered by the County, provides worker's compensation benefits for its members. The premium
paid to the County for the fiscal year ending June 30, 2014 was $75,739.

Management believes coverage maintained is sufficient to preclude any significant uninsured losses to the
District.
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ARCATA FIRE PROTECTION DISTRICT
NOTES TO FINANCIAL STATEMENTS

June 30, 2014

NOTE 11- SPECIAL DISTRICT EXPENSE

Special District Expense for the year ended June 30, 2014 included the following:

Certifications

Fire Prevention

USAR Team Administration

Miscellaneous

Public education

Elections

Reserve firefighter program
Total

$ 1,506
1,128
4,300
5,859
1,467
8,402
19.520
$ 42182

NOTE 12 - DESIGNATED FUNDS EXPENDITURES AND TRANSFERS

The following table summarized the activity in the three designated funds during the year ended

June 30, 2014: Capital
Contingency Improvements PERS
Designation Designation Designation Total
Balance at 6/30/2013 $ 213,494 $ 327,068 $ - § 540,562
Plus additions:
Transfers:
General fund — undesignated 25,000 50,000 425,000 500,000
Revenue:
Payback from FEMA-AFG Grant 98,416 - - 98,416
Less expenditures:
Strategic Planning Tasks (71,435) - - (71,435)
Purchase Chevy Caprice - (13,811) - (13,811)
Pro& Respirator Fit Tester - (12.272) - (12.272)
Total expenditures (71,435) (26,083) - (97,518)
Balance at 6/30/2014 b 265,475 $ 350985 $ 425,000 $ 1,041,460
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ARCATA FIRE PROTECTION DISTRICT
NOTES TO FINANCIAL STATEMENTS
June 30, 2014

NOTE 13 - RESTRICTED FUNDS
The District had the following restricted funds at 6/30/2014-

FEMA-AFG
_ Grant
Balance at 6/30/2013 $ 105,100
Deposits from:
FEMA 527,040
Expenditures: (568,351)
Balance at 6/30/2014 $ 63,789

See Notel4 below for information on the FEMA AFG grant.

NOTE 14 - FEDERAL GRANTS AWARDED
The District was awarded three grants during the year ended 6/30/2012:

a. FEMA Assistance to Firefighters Grant (AFG) Program - Operations and Safety Program

This grant is primarily to fund a communications project that includes the replacement of outdated and
unreliable mountaintop repeaters and updating the regional Emergency Communications Center (ECC).
The ECC dispatches 40 of the 42 fire agencies in Humboldt County. The amount awarded under this grant
is $604,578 and requires $151,144 (20% of total expenditures) to be paid in matching funds by the
District for total expenditures of $755,722.

The budget period of this grant is from October 31, 2011 to September 30, 2012 and the performance
period is from February 12, 2012 to February 11, 2013. During the year ended June 30, 2014, there were
$236,627 in expenditures made under this grant and $31 5,317 in reimbursements from FEMA.

b. FEMA Staffing for Adequate Fire and Emergency Response (SAFER) - Recruitment Program
This grant is to provide funding directly to fire departments and volunteer firefighter interest
organizations in order to help them increase the number of trained "front-line" firefighters in their
communities. It is intended to be used primarily for volunteer firefighter recruitment and retention The
amount awarded in this grant is $483,236 with no matching fund requirement.

The budget period for this grant is from November 12, 2010 to September 30, 2011 and the performance
period is from June 26, 2011 to June 25, 2015. During the year ended 6/30/2014, there were $104.221 in
expenditures made under this grant and $104,105 in reimbursements received from FEMA.
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ARCATA FIRE PROTECTION DISTRICT
NOTES TO FINANCIAL STATEMENTS
June 30, 2014

NOTE 14 - FEDERAL GRANTS AWARDED (Continued)

c¢. FEMA Staffing for Adequate Fire and Emergency Response (SAFER) - Hiring Program
This grant is to provide funding directly to fire departments and volunteer firefighter interest
organizations in order to help them increase the number of trained "front-line" firefighters in their
communities. It is intended to be used primarily to hire and pay salaries and fringe benefits for three
firefighters for two years. The amount awarded in this grant is $553,953 with no matching fund
requirement.

The budget period for this grant is from January 26, 2012 to September 12, 2012 and the performance
period is from September 22, 2012 to September 21, 2014. There were $227,781 in expenditures made
under this grant during the year ended June 30, 2014 and $227,781 in reimbursements from FEMA..

d. FEMA Grants Receivable

Grants receivable at June 30, 2014 consisted of the following:

FEMA — AFG Grant $ 74535
FEMA - SAFER Recruitment Grant 68,059
FEMA- SAFER Hiring Grant 108.287

Total grants receivable $ 250881

NOTE 15- OPERATING LEASE

The District leases its facility under a month-to-month lease agreement with the Arcata Volunteer Fire
Department for $5,000 per month.

NOTE 16-GANN LIMIT

Proposition 4, the “Gann” initiative, was passed by California voters in 1978 and is intended to limit
government appropriations. According to California law, special districts must use the 1978-79
appropriations as a base year and modify that figure by the composite consumer price index and
population changes which have accrued in subsequent years. Management calculated the appropriations
limit for the year ended June 30, 2014, using the entire County population growth data and the blended
City of Arcata/County unincorporated growth data. Based upon both calculations, the District’s
appropriations remain below the Gann limitation.
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ARCATA FIRE PROTECTION DISTRICT
BUDGETARY COMPARISON SCHEDULE
Year ended June 30, 2014

Original Final Over (Under)
Budget Budget Actual Budget
Taxes
Property taxes - current secured $ 1,636,397 $ 1,707,415 $ 1,750,068 $ 42,653
Property taxes - current unsecured 70,551 70,551 69,012 (1,539)
Property taxes - prior yrs secured & unsecured 48,140 48,140 36,101 (12,039)
Property taxes - current supplemental 19,432 19,432 13,972 (5,460)
Property taxes - prior years supplemental 4,868 4,868 3,252 (1,616)
Units of benefit charges 1,657,268 1,657,268 1,678,058 20,790
RDA dissolution revenue 20,000 20,000 18,670 (1,330)
Total taxes 3,456,656 3,527,674 3,569,133 41,459
Interest income 30,742 30,742 15,667 (15,075)
Homeowners property tax relief 28,015 28,015 28,658 643
State timber tax 658 658 751 93
Other services and sales 0 0 0 0
Sale of Fixed Assets 0 0 15,000 15,000
Aid from private parties 6,400 6,400 0 (6,400)
Other revenue 40,591 40,591 35,633 (4,958)
Grant revenue 275,622 275,622 647,204 371,582
Firefighting reimbursement 0 0 9,735 9,735
Total Income 3,838,684 3,909,702 4,321,781 412,079
Expense
Salaries, wages and payroll taxes 1,585,900 1,665,900 1,789,949 124,049
Retirement 615,700 615,700 675,466 59,766
Employee group insurance 543,220 543,220 578,280 35,060
Workers compensation insurance 78,000 78,000 75,739 (2,261)
Total salaries and employee benefits 2,822,820 2,902,820 3,119,434 216,614
Services and supplies
Clothing and personal supplies 25,000 25,000 20,703 (4,297)
Communications 102,300 102,300 92,543 (9,757)
Food 7,500 5,500 4,539 (961)
Grant expense 0 0 155,370 155,370
Household expense 4,700 4,700 6,615 1,915
Insurance 16,354 12,354 11,988 (366)
Maintenance - equipment 85,600 98,100 87,621 (10,479)
Maintenance - electronic equipment 20,600 20,600 22,875 2,275
Maintenance - structure 27,200 7,200 6,427 (773)
Dues and subscriptions 12,100 12,100 10,742 (1,358)
Miscellaneous expense 2,500 2,500 25,556 23,056
Office expense 14,200 14,200 8,433 (5,767)
Professional services 41,300 41,300 99,460 58,160

33



Publications and notices
Rent

Special District expense
Small tools and equipment
Training

Transportation and travel
Utilities

Total services and supplies

ARCATA FIRE PROTECTION DISTRICT
BUDGETARY COMPARISON SCHEDULE
Year ended June 30, 2014

Capital outlay:
Equipment purchases

Principal payments

Interest expense

TOTAL EXPENSES

Change in Fund Balance

Fund Balance - beginning of the year

Fund Balance - end of the year

Original Final Over (Under)
Budget Budget Actual Budget

$ 2,500 § 2,500 $ 2,208 $ (292)
60,000 60,000 60,000 0

69,700 69,700 42,182 (27,518)

71,700 71,700 37,396 (34,304)

52,000 52,000 29,426 (22,574)

45,000 45,000 41,695 (3,305)

18,500 18,500 18,253 (247)
678,754 665,254 784,032 118,778
0 0 205,353 205,353

114,009 114,009 114,009 0

53,896 53,896 51,052 (2,844)
3,669,479 3,735,979 4,273,880 537,901

$ 169,205 § 173,723 47,901 $ (125,822)

3,312,705
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ARCATA FIRE PROTECTION DISTRICT
FUNDED STATUS OF PLAN POOL - SAFETY PLAN AND MISCELLANEOUS PLAN
For the year ended June 30, 2014

PENSION PLAN - Required supplementary information required by GASB 27 for a cost-sharing
multiple-employer defined benefit plan:

Required Supplementary Information
Funded Status of Plan Pool — Safety Plan: 3% at 50

Unfunded

Normal Actuarial Liability/ Annual UAAL
Valuation Accrued Value (Excess Funded Covered As a % of
Date Liability of Assets Assets) Status Payroll Payroll

(Per $1,000)  (Per $1,000) (Per $1.000) (Per $1,000)
6/30/09 9,721,675 8,027,159 1,694,517 82.6% 973,814 174.0%
6/30/10 10,165,475 8,470,235 1,695,240 83.3% 955,980 177.3%
6/30/11 10,951,745 9,135,654 1,816,091 83.4% 949,833 191.2%
6/30/12 11,724,021 9,854,788 1,869,234 84.1% 947,735 197.2%
6/30/13 16,086,316 12,092,373 3,993,943 75.2% 1,263,625 316.1%

Required Supplementary Information
Funded Status of Plan Pool — Miscellaneous Plan: 2.7% at 55

Unfunded

Normal Actuarial Liability/ Annual UAAL
Valuation Accrued Value (Excess Funded Covered As a % of
Date Liability of Assets Assets) Status Payroll Payroll

(Per $1,000)  (Per $1.000) (Per $1.000) (Per $1,000)
6/30/09 2,140,439 1,674,260 466,179 78.2% 440,071 105.9%
6/30/10 2,297,871 1,815,672 482,200 79.0% 434,023 111.1%
6/30/11 2,486,709 1,981,073 505,635 79.7% 427,300 118.3%
6/30/12 2,680,181 2,178,800 501,382 81.3% 417,600 120.1%
6/30/13 11,805,628 9,093,459 2,712,169 77.0% 1,909,639 142.0%
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ARCATA FIRE PROTECTION DISTRICT
SCHEDULE OF FUNDING PROGRESS
For the year ended June 30, 2014

OTHER POST-EMPLOYMENT BENEFITS PLAN

Entry Age Unfunded
Actuarial Actuarial Actuarial
Actuarial Asset Accrued Accrued
Valuation Value Liability Liability
Date (a) (b) (b)-(a)
07/1/09 $ - $ 4,277,158 4,277,158
07/1/10 - 4,639,031 4,639,031
07/1/11 - 5,080,649 5,080,649
07/1/12 - 5,569,066 5,569,066
07/1/13 - 5,887,426 5,887,426

Funded
Ratio Covered
AVA Payroll
(a)/(b) (c)
- 1,331,261
- 1,262,878
= 1,461,170
- 1,283,821
- 1,325,545

Unfunded
Actuarial
Accrued
Liability as a
Percentage of
Covered Payroll
[(b)-(a)]/(c)

321.29%
367.34%
347.71%
433.79%
444.15%



ARCATA FIRE PROTECTION DISTRICT
SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS
For the year ended June 30, 2014

Federal Grantor/Pass-through Grantor/
Program or Cluster Title

U.S. Department of Homeland Security,
Federal Emergency Management Agency
Direct Programs:

Assistance to Firefighters Grant Program
(AFG) - Operations and Safety Program

Staffing for Adequate Fire and Emergency
Response (SAFER) - Recruitment

Staffing for Adequate Fire and Emergency
Response (SAFER) - Hiring

Total expenditures of federal awards

Pass-through

Federal Entity
CFDA Identifying Federal
Number Number Expenditures
97.044 N/A § 236,627
97.044 N/A 104,221
97.083 N/A 227,781

See accompanying notes to schedule of expenditures of federal awards.
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ARCATA FIRE PROTECTION DISTRICT
NOTES TO SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS
For the year ended June 30, 2014

NOTE A - BASIS OF PRESENTATION

The accompanying schedule of expenditures of federal awards (the Schedule) includes the federal grant
activity of Arcata Fire Protection District under programs of the federal government for the year ended
June 30, 2014. The information in this Schedule is presented in accordance with the requirements of
OMB Circular A-133, Audits of States, Local Governments, and Non-Profit Organizations. Because the
Schedule presents only a selected portion of the operations of Arcata Fire Protection District, it is not
intended to and does not present the financial position, changes in net assets, or cash flows of Arcata Fire
Protection District.

NOTE B - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
Expenditures reported on the Schedule are reported on the accrual basis of accounting. Such expenditures
are recognized following the cost principles contained in OMB Circular A-87, Cost Principles for State,

Local, and Indian Tribal Governments, wherein certain types of expenditures are not allowable or are
limited as to reimbursement.
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ARCATA FIRE PROTECTION DISTRICT
SCHEDULE OF FINDINGS AND QUESTIONED COSTS
YEAR ENDED JUNE 30, 2014
SUMMARY OF AUDITOR'S RESULTS

1. The auditor's report expresses an unmodified opinion on the financial statements of
Arcata Fire Protection District.

2. The audit did not disclose any noncompliance that is material to the financial statements.

3. The auditor's report on compliance for the major federal award programs for Arcata Fire
Protection District expresses an unmodified opinion on all major programs.

4. The audit did not disclose any audit findings relating to major programs that the auditor is
required to report in accordance with Section 510(a) of OMB Circular A-133.

5. The programs tested as major programs were:

U.S. Department of Homeland Security,
Federal Emergency Management Agency:

Assistance to Firefighters Grant Program
(AFG) - Operations and Safety Program CFDA No. 97.044

Staffing for Adequate Fire and Emergency
Response (SAFER) - Recruitment CFDA No. 97.044

Staffing for Adequate Fire and Emergency
Response (SAFER) - Hiring CFDA No. 97.083

6. The threshold for distinguishing between Type A and Type B programs was $300,000.

7. The auditee was not qualified as a low-risk auditee.



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

To the Board of Directors
Arcata Fire Protection District

We have audited, in accordance with the auditing standards generally accepted in the United States of
America and the standards applicable to financial audits contained in Government Auditing Standards
issued by the Comptroller General of the United States, the financial statements of the government
activities, the business-type activities, the aggregate discretely presented component unites, each major
fund, and the aggregate remaining fund information of Arcata Fire Protection District, as of and for the
year ended June 30, 2014, and the related notes to the financial statements, which collectively comprise
Arcata Fire Protection District's basic financial statements, and have issued our report thereon dated
May 25, 2015.

Internal Control Over Financial Reporting

In planning and performing our audit of the financial statements, we considered Arcata Fire Protection
District's internal control over financial reporting (internal control) to determine the audit procedures that
are appropriate in the circumstances for the purpose of expressing our opinions on the financial
statements, but not for the purpose of expressing an opinion on the effectiveness of Arcata Fire Protection
District's internal control. Accordingly, we do not express an opinion on the effectiveness of Arcata Fire
Protection District's internal control.

A deficiency in internal control exists when the design or operation of a control does not allow
management or employees, in the normal course of performing their assigned functions, to prevent, or
detect and correct, misstatements on a timely basis. A material weakness is a deficiency, or a
combination of deficiencies, in internal control, such that there is a reasonable possibility that a material
misstatement of the entity's financial statements will not be prevented, or detected and corrected on a
timely basis. A significant deficiency is a deficiency, or a combination of deficiencies, in internal control
that is less severe than a material weakness, yet important enough to merit attention by those charged with
governance.

Our consideration of internal control was for the limited purpose described in the first paragraph of this
section and was not designed to identify all deficiencies in internal control that might be material
weaknesses or, significant deficiencies. Given these limitations, during our audit we did not identify any
deficiencies in internal control that we consider to be materia] weaknesses. However, material
weaknesses may exist that have not been identified.

Compliance and Other Matters

As part of obtaining reasonable assurance about whether Arcata Fire Protection District's financial
statements are free from material misstatements, we performed test of its compliance with certain laws,
regulations, contracts, and grant agreements, noncompliance with which could have a direct and material
effect on the determination of financial statement amounts. However, providing an opinion on
compliance with those provisions was not an objective of our audit, and accordingly, we do not express
such an opinion. The results of our tests disclosed no instances of noncompliance or other matters that
are required to be reported under Government Auditing Standards.
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Purpose of this Report

The purpose of this report is solely to describe the scope of our testing of internal control and compliance
and the results of that testing, and not to provide an opinion on the effectiveness of the entity's internal
control or on compliance. This report is an integral part of an audit performed in accordance with
Government Auditing Standards in considering the entity's internal control and compliance. Accordingly,
this communication is not suitable for any other purpose.

May 15,2015
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