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FECHTER
Y & COMPANY

Certified Public Accountants Craig R. Fechter, CPA, MST

INDEPENDENT AUDITOR’S REPORT

To the Board of Directors of the
Carpinteria-Summerland Fire Protection District
Carpinteria, California

We have audited the accompanying financial statements of the governmental activities and each major
fund of the Carpinteria-Summerland Fire Protection District as of and for the year ended June 30, 2018,
and the related notes to the financial statements, which collectively comprise the District’s basic
financial statements as listed in the table of contents.

Management’s Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial statements in
accordance with accounting principles generally accepted in the United States of America; this
includes the design, implementation, and maintenance of internal control relevant to the preparation
and fair presentation of financial statements that are free from material misstatement, whether due to
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. 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, each major fund of the Carpinteria-
Summerland Fire Protection District as of June 30, 2018, and the respective changes in financial
position for the year then ended in accordance with accounting principles generally accepted in the
United States of America.

3445 American River Drive Suite A | Sacramento, CA 95864 | ph 916-333-5360 | fax 916-333-5370
www.fechtercpa.com

Member of the American Institute of Certified Public Accountants Tax Section
and California Society of CPAs



Board of Directors
Carpinteria-Summerland Fire Protection District

Other Matters
Required Supplementary Information

Accounting principles generally accepted in the United States of America require that the post-
employment benefits and budgetary comparison information and pension information on pages 27-30
respectively, 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.

The Carpinteria-Summerland Fire Protection District has not presented the Management’s discussion
and analysis that accounting principles generally accepted in the United States of America has
determined is necessary to supplement, although not required to be part of, the basic financial
statements.

Implementation of New Accounting Standards

As disclosed in Note 1 of the financial statements, the District implemented GASB Statement No. 75,
Accounting and Financial Reporting for Post-Employment Benefits Other than Pensions, during fiscal
year 2018. Our opinion is not modified with respect to this matter.

Fechter & Company
Certified Public Accountants

= it o U
étober 8, 2018
Sacramento, California
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CARPINTERIA-SUMMERLAND FIRE PROTECTION DISTRICT

STATEMENT OF NET POSITION

JUNE 30, 2018

ASSETS

Cash and investments
Accounts receivable
Interest receivable
Prepaid insurance
Deposits with others
Capital assets, net

Total Assets

DEFERRED OUTFLOWS OF RESOURCES

Deferred pensions (Note 10)
LIABILITIES

Accounts payable and accrued expenses
Accrued payroll

Compensated absences

Current portion of capital leases

Total Current Liabilities
Long-term liabilities:
Compensated absences
Other post-employment benefits
Capital leases - long-term
Net pension liability (Note 8)
Total Liabilities

DEFERRED INFLOWS OF RESOURCES
Deferred pensions (Note 10)

NET POSITION

Invested in capital assets, net of related debt
Unrestricted

Total Net Position

The accompanying notes are an integral part of these financial statements
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June 30, 2018

(Memorandum Only)
June 30, 2017

$ 5,746,587 4,815,891
826,354 128,225
22,021 11,100
242,732 222,018
1,513 -
2,334,144 2,506,376
9,173,351 7,683,610
4,711,442 3,720,896
57,649 94,298
71,854 96,200
360,000 410,000
72,293 145,192
561,796 745,690
182,953 104,685
2,770,785 193,425
150,824 223,118
11,691,886 11,056,226
15,358,244 12,323,144
1,618,718 1,162,440
2,111,027 2,138,066
(5,203,196) (4,219,144)
$ (3,092,169 (2,081,078)




CARPINTERIA-SUMMERLAND FIRE PROTECTION DISTRICT

STATEMENT OF ACTIVITIES
FOR THE YEAR ENDED
JUNE 30, 2018

Program Revenues

Net (Expense),
Operating Revenue, and
Charges for ~ Contributions Change in (Memorandum Only)
Functions/Programs Expenses Services and Grants Net Position June 30, 2017
Governmental Activities:
Public Protection $ 9,538,086 $ 206937 $ - $ (9,331,149) $ (8,444,498)
Total Governmental Activities $ 9,538,086 $ 206,937 $ - (9,331,149) (8,444,498)
General Revenues
Taxes and assessments 9,423,506 8,708,317
Licenses, permits, and fees 46,020 39,943
Interest income 31,640 11,021
Rental income 18,000 18,000
Intergovernmental 1,538,109 593,221
Miscellaneous 87,409 11,650
Total general revenues 11,144,684 9,382,152
Change in net position 1,813,535 937,654
Net position at beginning of year (2,081,078) (3,018,732)
Prior period adjustment (Note 1) (2,824,626) -

Net position at end of year

$ (3,092,169)

$ (2,081,078)

The accompanying notes are an integral part of these financial statements

4



NOTES TO THE BASIC FINANCIAL STATEMENTS



CARPINTERIA-SUMMERLAND FIRE PROTECTION DISTRICT

ASSETS
Cash and investments
Accounts receivable
Interest receivable
Prepaid insurance
Deposits with others

Total Assets

LIABILITIES

Accounts payable and accrued expenses
Accrued payroll

Total Liabilities
FUND BALANCES
Fund Balances

Assigned fund balance
Committed fund balance
Unassigned

Total Fund Balances

Total Liabilities and Fund Balances

BALANCE SHEET

JUNE 30, 2018

Capital Capital

General Project Replacement  Combined (Memorandum Only)
Fund Fund Fund Total June 30, 2017

$ 5,027,655 $510,396 $ 208,536 $ 5,746,587 $ 4,815,891
826,354 - - 826,354 128,225
19,318 1,933 770 22,021 11,100
242,732 - - 242,732 222,018

1,513 - - 1,513 -

$6,117,572 $512,329 $ 209,306 $ 6,839,207 $ 5,177,234
$ 45149 $ 12500 $ - $ 57,649 $ 94,298
71,854 - - 71,854 96,200
117,003 12,500 - 129,503 190,498

- - 54,541 54,541 89,300
4,700,222 273,325 - 4,973,547 824,547
1,300,347 226,504 154,765 1,681,616 4,072,889
6,000,569 499,829 209,306 6,709,704 4,986,736
$6,117,572 $512,329 $ 209,306 $ 6,839,207 $ 5,177,234

The accompanying notes are an integral part of these financial statements



CARPINTERIA-SUMMERLAND FIRE PROTECTION DISTRICT
RECONCILIATION OF THE GOVERNMENTAL FUNDS BALANCE
SHEET TO THE GOVERNMENT-WIDE STATEMENT OF NET POSITION
JUNE 30, 2018

Total fund balances - governmental funds $ 6,709,704

In governmental funds, only current assets are reported.
In the statement of net position, all assets are reported,
including capital assets and accumulated depreciation.

Capital assets at historical cost, net 2,334,144
Deferred outflows of resources reported in the Statement of Net Position 4,711,442
Deferred inflows of resources (1,618,718)

Long-term liabilities are not due and payable in the current period and, therefore
are not reported in the funds. Those liabilities consist of:

Accrued compensated absences (542,953)
Other post-employment benefits (2,770,785)
Capital leases (223,117)
Net pension liability (11,691,886)
Net position of governmental activities $ (3,092,169)

The accompanying notes are an integral part of these financial statements
6



CARPINTERIA-SUMMERLAND FIRE PROTECTION DISTRICT
STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES IN FUND BALANCES
FOR THE YEAR ENDED

Revenues:
Property taxes
Licenses, permits, and fees
Investment income
Rental income
Intergovernmental
Charges for services
Miscellaneous

Total revenues

Expenditures:
Current
Salaries and benefits
Services and supplies
Capital outlay
Debt service:
Principal
Interest

Total expenditures

Excess of revenues over
expenditures

Other financing sources:
Transfers
Total other financial sources

Excess of revenue and other
sources over expenditures

Fund balances - July 1, 2017

Fund balances - June 30, 2018 $

JUNE 30, 2018

Capital Capital

General Project Replacement (Memorandum Only)

Fund Fund Fund Totals June 30, 2017
$ 9423506 $ - $ - $ 9,423,506 $ 8,708,317
46,020 - - 46,020 39,943
30,269 1,413 (42) 31,640 11,021
18,000 - - 18,000 18,000
1,538,109 - - 1,538,109 593,221
59,700 16,616 130,621 206,937 306,841
18,830 - 68,579 87,409 11,650
11,134,434 18,029 199,158 11,351,621 9,688,993
8,059,416 - - 8,059,416 7,505,925
1,264,094 41,525 - 1,305,619 1,179,860
22,282 - 91,479 113,761 708,047
20,937 - 126,383 147,320 141,854
1,247 - 1,290 2,537 10,546
9,367,976 41,525 219,152 9,628,653 9,546,232
1,766,458 (23,496) (19,994) 1,722,968 142,761

(390,000) 250,000 140,000 - -
(390,000) 250,000 140,000 - -

1,376,458 226,504 120,006 1,722,968 142,761
4,624,111 273,325 89,300 4,986,736 4,843,975
6,000,569 $ 499,829 $ 209,306 $6,709,704 $ 4,986,736

The accompanying notes are an integral part of these financial statements

7



CARPINTERIA-SUMMERLAND FIRE PROTECTION DISTRICT
RECONCILIATION OF THE STATEMENT OF
REVENUES, EXPENDITURES, AND CHANGES IN FUND BALANCES OF
GOVERNMENTAL FUNDS TO THE GOVERNMENT-WIDE STATEMENT OF ACTIVITIES
FOR THE YEAR ENDED
JUNE 30, 2018

The schedule below reconciles the Net Changes in Fund Balances reported on the Governmental
Funds Statement of Revenues, Expenditures, and Change in Fund Balances, which measures only
changes in current assets and current liabilities on the modified accrual basis, with the Change in Net
Position of Governmental Activities reported in the Statement of Activities, which is prepared on the
full accrual basis.

NET CHANGE IN FUND BALANCES $ 1,722,968

Amounts reported for governmental activities in the Statement of Activities are different because of
the following:

Governmental funds report capital outlays as expenditures. However, in the Statement of Activities
the cost of those assets is capitalized and allocated over their estimated useful lives and reported
as depreciation expense.

Capital outlay expenditures are therefore added back to fund balances 113,761
Depreciation expense not reported in governmental funds (285,993)

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

Change in compensated absences 28,268
Long-term debt payments 145,192
Change in net pension liability (635,660)
Change in deferred outflows of resources 990,546
Change in deferred inflows of resources (456,278)
Increase in other post-employment benefits payable 190,731
CHANGE IN NET POSITION OF GOVERNMENTAL ACTIVITIES $ 1,813,535

The accompanying notes are an integral part of these financial statements
8



CARPINTERIA -SUMMERLAND FIRE PROTECTION DISTRICT
NOTES TO THE BASIC FINANCIAL STATEMENTS
JUNE 30, 2018

NOTE 1: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Reporting Entity

The Carpinteria-Summerland Fire Protection District (the District) is an independent division
of local government authorized by California Health and Safety Code Sections 13800-13970.
The District is governed by a Board of Directors appointed to serve four-year terms or until
successors are appointed and qualified. These financial statements have been prepared in
conformity with generally accepted accounting principles (GAAP) as applied to government
units. There are no component units included in this report which meet the criteria of a blended
or discretely presented component unit as set forth by the Governmental Accounting Standards
Board (GASB), which is the accepted standard—setting body for establishing governmental
accounting and financial reporting principles.

Government-Wide — Basis of Presentation, Measurement Focus, and Basis Accounting
Governmental Accounting Standards Board Statement No. 34, Basic Financial Statements and
Management’s Discussion and Analysis for State and Local Governments (GASB 34) was
issued to improve governmental financial reporting for citizens, district representatives, and
creditors involved in the lending process. GASB 34 requires that a government entity present
in its basic external financial statements both government-wide financial statements and fund
financial statements, excluding fiduciary funds. Governments engaged in a single government
program may combine their fund financial statement with their government-wide statements
by using a columnar format that reconciles individual line items of fund financial data in a
separate column.

GAAP requires that the government-wide financial statements be reported using the economic
resources measurement focus and the accrual basis of accounting. In comparison,
governmental funds employ the current financial resources measurement focus and the
modified accrual basis of accounting. The economic resources measurement focus aims to
report all inflows, outflows, and balances affecting or reflecting an entity’s net position. Under
the accrual basis of accounting, revenues are recognized when earned and expenses are
recorded when incurred for activities related to exchange and exchange-like activities. In
addition, long-lived assets (such as buildings and equipment) are capitalized and depreciated
over their estimated economic lives.

The accounts of the District are organized on the basis of funds. A fund is an independent
fiscal and accounting entity with a self-balancing set of accounts. Fund accounting segregates
funds according to their intended purpose and is used to aid management in demonstrating
compliance with finance-related legal and contractual provisions. The minimum number of
funds is maintained consistent with legal and managerial requirements.



CARPINTERIA -SUMMERLAND FIRE PROTECTION DISTRICT
NOTES TO THE BASIC FINANCIAL STATEMENTS
JUNE 30, 2018

NOTE 1: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

Government-Wide — Basis of Presentation, Measurement Focus and Basis Accounting
(continued)

Governmental Funds are used to account for the District’s general governmental activities.
Governmental funds use the flow of current financial resources measurement focus and the
modified accrual basis of accounting. Under the modified accrual basis of accounting,
revenues are recognized when susceptible to accrual (i.e., when they are “measurable and
available). “Measurable” means the amount of the transaction can be determined and
“available” means collectible within the current period or soon enough thereafter to pay
liabilities of the current period. The District considers all revenues available if they are
collected within 60 days after year end. Expenditures are recorded when the related fund
liability is incurred, except for unmatured interest on general long-term debt, which is
recognized when the obligations are expected to be liquidated with expendable available
financial resources.

Property taxes and interest associated with the current fiscal year are susceptible to accrual and
so have been recognized as revenue of the current fiscal year. Other receipts and taxes are
determined to be both measurable and available when cash is received by the District and are
recognized as revenue at that time. Secured property taxes are levied in September of each
year based upon the assessed valuation as of the previous January 1 (lien date). They are
payable in two equal installments due on November 1 and February 1 and are considered
delinquent with penalties after December 10 and April 10, respectively. Unsecured property
taxes are due on the January 1 lien date and become delinquent with penalties after August 31.
All property taxes are billed and collected by the County of Santa Barbara and remitted to the
District.

The District maintains the following governmental funds:
The General Fund is the operating fund of the District. It accounts for all the financial
resources and the legally authorized activities of the District except those required to be
accounted for in another fund.
The District’s Capital Projects Fund accounts for revenues associated with the fire
protection mitigation fees and is restricted to capital asset acquisition or construction

approved by local ordinances.

The District’s Capital Replacement Fund accounts for revenues associated with a service
agreement and other revenue sources to fund the replacement of major capital assets.

10



CARPINTERIA -SUMMERLAND FIRE PROTECTION DISTRICT
NOTES TO THE BASIC FINANCIAL STATEMENTS
JUNE 30, 2018

NOTE 1: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

Investments
The District maintains substantially all its cash in the Santa Barbara County Treasurer’s cash
management investment pool (the pool).

State statutes and the County of Santa Barbara’s (the County) investment policy authorize the
County Treasurer to invest in U.S. Treasury and U.S. Government agency securities; state
and/or local agency bonds, notes, warrants, or certificates of indebtedness; bankers’
acceptances; commercial paper; corporate bonds and notes; negotiable certificates of deposit;
repurchase agreements; reverse repurchase agreements; securities lending; bank deposits;
money market mutual funds; State of California Local Agency Investment Fund (LAIF); and
the Investment Trust of California (CalTrust). Interest earned on pooled investments is
apportioned quarterly into participating funds based upon each fund’s average daily deposit
balance. Any investment gains or losses are proportionately shared by all funds in the pool.

Investments held by the County Treasurer are stated at fair value. The fair value of pooled
investments is determined quarterly and is based on current market prices received from the
securities custodian. The fair value of participants’ position in the pool is the same as the value
of the pool shares. The method used to determine the value of participants’ equity withdrawn
is based on the book value of the participants’ percentage participation at the date of such
withdrawal. The pool’s disclosures related to cash and investments including those disclosures
regarding custodial credit risk are included in the County’s Comprehensive Annual Financial
Report. A copy may be obtained online from the Auditor-Controller section of the County’s
website.

Receivables
All receivables are deemed to be collectible at June 30, 2018, and as such, the District has not
provided an allowance for uncollectible accounts for the outstanding receivables.

Capital Assets
Capital assets are recorded in the District’s Statement of Net Position and Governmental Funds

Balance Sheet in the Statement of Net Position column at cost if purchased or constructed. The
District’s capitalization threshold is $5,000. Capital assets are depreciated at cost using the
straight-line method over the following estimated useful lives:

e Structures and Improvements 510 100 years
e Equipment, Furniture, and Vehicles 1 to 25 years
e Computers and Computer Equipment 1 to 10 years
e Communications Equipment 1to 15 years

11



CARPINTERIA -SUMMERLAND FIRE PROTECTION DISTRICT
NOTES TO THE BASIC FINANCIAL STATEMENTS
JUNE 30, 2018

NOTE 1: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

Compensated Absences

District policy permits employees to accumulate earned but unused holiday and vacation leave
benefits, as well as a portion of sick leave benefits. After 20 years of service, twenty-five
percent of accumulated sick leave benefits vest and are accounted for in the same manner as
holiday and vacation leave benefits. There is no liability for the remaining portion of sick leave
since the District does not have a policy to pay these amounts when employees separate from
service with the District. All holiday and vacation pay, and the applicable portion of sick pay,
is accrued when incurred in the government-wide financial statements. A liability for these
amounts is reported in the governmental funds only if they have matured, for example, as a
result of employee resignations and retirements prior to year-end and are paid by the District
subsequent to year-end.

Change in Account Principles

During the fiscal year ended June 30, 2018, the District adopted GASB Statement 75,
Accounting and Financial Reporting for Postemployment Benefits Other Than Pensions. This
Statement requires the Agency recognize in its financial statements the total OPEB liability for
the health benefits provided to retirees, less the amounts held in an irrevocable trust account.
Due to the implementation of this Statement, total liability increased by $2,824,626 and total
net position decreased by $2,824,626 as of July 1, 2017. There was a prior period adjustment
in that same amount to reflect this adjustment.

12



CARPINTERIA -SUMMERLAND FIRE PROTECTION DISTRICT
NOTES TO THE BASIC FINANCIAL STATEMENTS
JUNE 30, 2018

NOTE 1: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

Deferred Compensation

The District offers a deferred compensation plan to its employees. The District has adopted
provisions of GASB Statement No. 32, Accounting and Financial Reporting for Internal
Revenue Code Section 457 Deferred Compensation Plans (GASB 32), which establishes
financial accounting and reporting standards based on current amendments to the provisions of
Internal Revenue Code (IRC) Section 457. Under IRC 457, plan assets are not owned by the
governmental entity, and as a result, governmental entities are required to remove plan assets
and plan liabilities from their financial statements.

The District has no administrative involvement, does not perform the investing function, and
has no fiduciary accountability for the plan. Thus, in accordance with GASB 32, the plan assets
and any related liability to plan participants have been excluded from the District’s financial
statements.

Fund Balances and Net Position

Fund Balances are governed under GASB 54 which is discussed later in this footnote. The
government-wide financial statements utilize a net position presentation. Net position is
categorized as Invested in Capital Assets, Restricted, and Unrestricted Net Position. Invested
in Capital Assets represents the government’s equity interest in its capital assets. Restricted
Net Position is reported when constraints placed on net position are either externally imposed
or imposed by law through constitutional provisions or enabling legislation.

Unrestricted Net Position represents net position of the District that are not restricted for any
project or other purpose. When both restricted and unrestricted resources are available,
restricted resources are depleted first before the unrestricted resources are used.

Memorandum Only — Total Columns

Total columns in the Statement of Net Position and Governmental Funds Balance Sheet and
the Statement of Activities and Governmental Revenues, Expenditures, and Changes in Fund
Balances, are captioned as “Memorandum Only” as they do not represent consolidated
financial information and are presented only to facilitate financial analysis. The columns do
not present information that reflects the financial position or results of operations of the District
in conformity with GAAP.

13



CARPINTERIA -SUMMERLAND FIRE PROTECTION DISTRICT
NOTES TO THE BASIC FINANCIAL STATEMENTS
JUNE 30, 2018

NOTE 1: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

Use of Estimates

The preparation of financial statements in conformity with generally accepted accounting
principles requires management to make estimates and assumptions that affect the reported
amounts of certain assets and liabilities and disclosure of contingent assets and liabilities at the
date of the financial statements and the reported amounts of revenue and expenses during the
reporting period. Actual results could differ from those estimates.

Fund Balances

In February 2009, the GASB issued Statement No. 54, Fund Balance Reporting and
Governmental Fund Type Definitions, which establishes accounting and financial reporting
standards for all governments that report governmental funds.

Under GASB 54, fund balance for governmental funds should be reported in classifications
that comprise a hierarchy based primarily on the extent to which the government is bound to
honor constraints on the specific purposes for which amounts in those funds can be spent. Fund
balances are now broken out in five categories:

e Nonspendable Fund Balance — this fund balance classification includes amounts that
cannot be spent because they are either not in spendable form (i.e. prepaid expenses)
or legally or contractually required to be maintained intact.

e Restricted Fund Balance — this fund balance classification should be reported when
there are constraints placed on the use of resources externally (by creditors, grant
sources, contributors, etc.) or imposed by law or enabling legislation.

e Committed Fund Balance — this fund balance classification can only be used for
specific purposes pursuant to constraints imposed by formal action of the government’s
highest level of decision making authority (i.e. fund balance designations passed by
board resolution).

e Assigned Fund Balance — this fund balance classification is amounts that are
constrained by the government’s intent to be used for specific purposes, but are neither
restricted nor committed.

e Unassigned Fund Balance — this fund balance classification is the residual
classification for the general fund.

14



CARPINTERIA -SUMMERLAND FIRE PROTECTION DISTRICT
NOTES TO THE BASIC FINANCIAL STATEMENTS
JUNE 30, 2018

NOTE 2: CASH AND INVESTMENTS

Investment in the Santa Barbara County Investment Pool

The District is an involuntary participant in the Santa Barbara County Treasurer’s investment
pool that is regulated by California Government Code under the oversight of the Treasurer of
the State of California. The balance available for withdrawal is based on the accounting records
maintained by the Santa Barbara County Treasurer. As of June 30, 2018, the District had cash
on deposit with the Santa Barbara County Treasurer in the amount of $5,746,587.

Investments Authorized by District Policy

The District has not formally adopted a deposit and investment policy that limits the
government’s allowable deposits or investment and addresses the specific types of risk to
which the government is exposed.

Interest Rate Risk

Interest rate risk is the risk that changes in market interest rates will adversely affect the fair
value of an investment. Generally, the longer the maturity of an investment the greater the
sensitivity of its fair value to changes in market interest rates. At fiscal year end, the weighted
average days to maturity of the investments contained in the County investment pool was
approximately 448 days.

Credit Risk

Generally, credit risk is the risk that an issuer of an investment will not fulfill its obligation to
the holder of the investment. This is measured by the assignment of a rating by a nationally
recognized statistical rating firm. The Santa Barbara County Treasurer’s investment pool
currently holds an AAA f/S1 credit rating by Standard and Poor’s.

Custodial Credit Risks

Custodial credit risk does not apply to a local government’s indirect investment in deposits and
securities through the use of government investment pools (such as the Santa Barbara County
Treasurer’s investment pool).

15



CARPINTERIA -SUMMERLAND FIRE PROTECTION DISTRICT
NOTES TO THE BASIC FINANCIAL STATEMENTS
JUNE 30, 2018

NOTE 3: CAPITAL ASSETS

Capital assets activity for the year ended June 30, 2018, is as follows:

Balance Balance
June 30, 2017 Additions Deletions June 30, 2018
Capital assets, not being depreciated
Land $ 80,288 $ - $ - $ 80,288
Construction in progress - - - -
Total capital assets, not being depreciated 80,288 - - 80,288
Capital assets, being depreciated
Structures and improvements 617,522 - - 617,522
Equipment 3,851,805 113,761 - 3,965,566
Total capital assets, being depreciated 4,469,327 113,761 - 4,583,088
Less accumulated depreciation for:
Structures and improvements (369,441) (8,326) - (377,767)
Equipment (1,673,798) (279,439) - (1,953,237)
Total accumulated depreciation (2,043,239) (287,765) - (2,331,004)
Total capital assets, being depreciated, net 2,426,088 174,004 - 2,252,084
Total capital assets, net $ 2,506,376 $ 174,004 - $ 2,332,372

Depreciation expense amounted to $285,993 for the fiscal year ended June 30, 2018, the entire
amount was charged as public protection in the statement of activities.

NOTE 4: LEASES
Capital Lease Obligations

The District has entered into certain capital lease arrangements under which the related
equipment will become the property of the District when all terms of the lease agreements are

met.
Capital lease obligations: buein 1
June 30, 2017 Additions Deletions June 30, 2018 Year
Zoll Defibrillators $ 18,810 $ - $ 18,810 - $ -
2013 Pierce Arrow 56,092 - 56,092 $ - -
2015 Pierce Arrow 293,408 - 70,290 223,118 72,293
Total capital lease obligations $ 368,310 $ - $145,192 $ 223,118 $ 72,293
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CARPINTERIA -SUMMERLAND FIRE PROTECTION DISTRICT
NOTES TO THE BASIC FINANCIAL STATEMENTS
JUNE 30, 2018

NOTE 4: LEASES (continued)

The following is a schedule of aggregate future minimum lease payments, payable from the
District’s General Fund, Capital Projects Fund, and Capital Replacement Fund as of
June 30, 2018.

Year Ending June 30, Amount

2019 $ 78,652
2020 78,652
2021 78,652
Total minimum lease payments 235,956
Less: amount representing interest (12,837)
Total present value of minimum lease payments $ 223,119

The following is a schedule of capital assets under capital leases by major class at
June 30, 2018.

Balance
Equipment $ 583,533
Less: Accumulated depreciation (116,707)
Net capital assets under capital lease $ 466,826

Operating Lease as Lessee

The District entered into a five-year non-cancelable lease agreement for commercial office
space located in Carpinteria. The initial term of the lease was from July 1, 2007 to
June 30, 2013, with an option to extend the term by sixty months. In April 2018, lease was
extended through June 30, 2021. The lease requires a monthly base rent of $3,735, payable on
the first of each month. Base rent is subject to fixed rental adjustments and shall increase on
July 1 of each year. The District also leases a copier under a lease agreement expiring in the
year 2019 with monthly payments of $194.

The following is a schedule of future minimum lease payments required as of June 30, 2018:

Fiscal Year Ending June 30, Total

2019 $ 63,791
2020 63,791
2021 63,791
Total future minimum lease payments $191,374

The total rental expense, including common area operating expenses, for the year ended
June 30, 2018 was $63,791.
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CARPINTERIA -SUMMERLAND FIRE PROTECTION DISTRICT
NOTES TO THE BASIC FINANCIAL STATEMENTS
JUNE 30, 2018

NOTE 5: COMPENSATED ABSENCES

The following is a summary of changes to the District’s liabilities related to compensated
absences due within one year and due after one year:

July 1, 2017 Additions Deletions June 30, 2018 Due in 1 Year

Compensated Absences $ 514,685 $ 387,400 $ 359,131 $ 542,953 $ 360,000

NOTE 6: RISK MANAGEMENT

The District is a participant in public risk pools with the Fire Agencies Insurance Risk Authority
(FAIRA) and the Special District Risk Management Authority (SDRMA). FAIRA and
SDRMA are organized pursuant to the provisions of the California Government Code Section
6500 et seq. for the purpose of providing an effective risk management program to local
governments by reducing the amount and frequency of losses, pooling self-insured losses, and
jointly purchasing excess insurance and administrative services in connection with a joint
protection program.

The District contributes its pro rata share of losses to pools administered by each authority.
Should actual losses among the participants exceed the anticipated losses, the District and other
members may be assessed for their pro rata share of that deficiency. Settled claims resulting
from these risks have not exceeded insurance coverage in any of the past three fiscal years.

General Liability

FAIRA provides the District with insurance-like benefits for general liability and excess
liability coverage, automobile claims, management liability coverage, and property coverage
for buildings, contents, and crime. During the fiscal year, the District contributed an annual
premium of $16,294 with limits ranging from $1,000,000 to $2,000,000 for each liability, and
excess liability coverage of $10,000,000.

Worker’s Compensation

The District participates in a Worker’s Compensation Program administered by SDRMA. The
annual member contribution during the fiscal year was $222,018 for the Workers’
Compensation Program, with the limit of $5,000,000 per occurrence for workers’

compensation and statutory limit for employer’s liability coverage.
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NOTES TO THE BASIC FINANCIAL STATEMENTS
JUNE 30, 2018

NOTE 7: RETIREMENT PLAN

Plan Description

The Santa Barbara County Employees’ Retirement System (Retirement System) was
established on January 1, 1944, and is administered by the Board of Retirement to provide
service retirement, disability, death and survivor benefits for its employees and contracting
districts. It is governed by the California Constitution, California State Government Code
Section 31450 (County Employees’ Retirement Law of 1937 (“CERL”)), and the bylaws,
policies and procedures adopted by the Retirement System’s Board of Retirement.

The Santa Barbara County Board of Supervisors may also adopt resolutions, as permitted by
the CERL, which may affect the benefits of the Retirement System members. The Retirement
System operates a cost sharing multiple-employer defined benefit plan. Members include all
permanent employees working full time, or at least 50% part time for Santa Barbara County,
and the following independent special districts: Carpinteria-Summerland Fire Protection
District, Mosquito and Vector Control District of Santa Barbara County, Goleta Cemetery
District, Santa Maria Cemetery District, Oak Hill Cemetery District, Carpinteria Cemetery
District, Summerland Sanitary District, Air Pollution Control District, the Santa Barbara
County Association of Governments (SBCAG), and the Santa Barbara County Superior Court.

The Retirement System has four County retirement plans of which three plans (consisting of
five rate tiers) are currently available for new employees. All plans provide benefits as defined
by the CERL upon retirement, death, or disability of members. Benefits are based on age,
years of service, final average salary, and the benefit options selected. Cost-of-living
adjustments after retirement are provided in all plans except General Plan 2.

Fiduciary Responsibility

The Retirement System, controlled by the Board of Retirement, is a fiduciary for the accounting
and control of member and employer contributions, investment income, and member benefits.
The Board of Retirement is responsible for establishing policies governing the administration
of the retirement plan and managing the investment of the Retirement System’s assets under
authority granted by Article XVI of the Constitution of the State of California. Article XVI,
Section 17(a) provides the Retirement Board has the “sole and exclusive responsibility to
administer the system in a manner that will assure prompt delivery of benefits and related
services to the participants and their beneficiaries.” Section 17(b) further provides that
“Members of the Retirement Board of a public retirement system shall discharge their
duties...solely in the interest of, and for the exclusive purpose of providing benefits to
participants and their beneficiaries, minimizing employer contributions thereto, and defraying
reasonable expenses of administering the system. A Retirement Board’s duty to its participants
and their beneficiaries shall take precedence over any other duty.”
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NOTE 7: RETIREMENT PLAN (continued)

The Board consists of nine members and two alternates. These positions are filled as follows:
The County Board of Supervisors appoints four, members of the Retirement System elect six
(including the two alternates) and the County Treasurer-Tax Collector is an ex-officio member.
The Retirement System is a legally separate entity and is not a component unit of the County.
It publishes its own Comprehensive Annual Financial Report and receives its own independent
audit.

Additional detailed information and separately issued financial statements can be obtained
from the Retirement System located at 3916 State Street, Suite 210, Santa Barbara, CA 93105.

Funding Policy

Contributions are made by members and employers at rates recommended by an independent
actuary, approved by the Board of Retirement, and adopted by the County Board of
Supervisors. General employees and firefighters are members of General Plan 5A and Safety
Plan 4A, respectively. The employee contributions of plan members of General Plan 5A range
from 2.77% to 5.72%. The employee contributions of plan members of Safety Plan 4A range
from 5.13% to 9.04%. The District is required to contribute an actuarially determined
employer rate; the employer rate is 17.59% for General Plan 5A and 26.87% for Safety Plan
4A members. Employee contribution rates are based upon each employee’s age of entry.
Member contributions cannot be withdrawn until separation from employment.

Actuarial Assumptions

The total pension liability in the June 30, 2017 actuarial valuation was determined using the
following actuarial assumptions. Total pension liability represents the portion of the actuarial
present value of projected benefit payments attributable to past periods of service for current and
inactive employees.

Discount Rate/Rate of Return — 7%, net of investment expense

Inflation Rate — 3.0%

Salary increases — 3.0% plus merit component

COLA Increases — up to 2.75% for those with a 3% COLA cap and 2.0% for those
with a 2% COLA cap

e Post-Retirement Mortality — Sex distinct RP-2000 Combined Mortality, projected
with generational improvements.

The actuarial assumptions used in the June 30, 2017 valuation were based on the results of an
actuarial experience study for the period July 1, 2013 through June 30, 2016.
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NOTE 7: RETIREMENT PLAN (continued)

Actuarial Assumptions (continued)

The long-term expected rate of return on pension plan investments (7.5%) was determined using
a building-block method in which best-estimate ranges of expected future real rates of return
(expected returns, net of pension plan investment expense and inflation) are developed for each
major asset class. These ranges are combined to produce the long-term expected rate of return by
weighting the expected future real rates of return by the target asset allocation percentage and by
adding expected inflation.

The target allocation and best estimates of arithmetic real rates of return for each major asset class
are summarized in the following table:

Long-Term Expected

Asset Class Target Allocation Real Rate of Return

Domestic Equity 19% 5.6%
Investment grade bonds 10% 0.70%
Emerging market non-U.S. equity 10% 8.80%
Developed market non-U.S. equity 9% 6.00%
Private equity 7% 7.20%
Tips 7% 0.40%
Private real estate 6% 4.00%
High yield bonds 4% 3.60%
Foreign bonds 4% -0.30%
Emerging market bonds 3% 3.50%
Natural resources (private) 3% 6.40%
Commodities 3% 2.20%
Bank loans 2% 2.40%
Other - 9% -.020% - 7.60%

The discount rate used to measure the total pension liability was 7%. The projection of cash flows
used to determine the discount rate assumed that employee contributions will be made at the
current contribution rate and that contributions from the District will be made at contractually
required rates, actuarially determined. Based on those assumptions, the pension fund’s fiduciary
net position was projected to be available to make all projected future benefit payments of current
active and inactive employees. Intheory, the discount rate may differ from the long-term expected
rate of return discussed previously. However, based on the projected availability of the pension
fund’s fiduciary net position, the discount rate is equal to the long-term expected rate of return on
pension plan investments, and was applied to all periods of projected benefit payments to
determine the total pension liability.
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NOTE 7: RETIREMENT PLAN (continued)

Sensitivity of the District’s Proportionate Share of the Net Pension Liability to Changes in
the Discount Rate

The following presents what the District’s proportionate share of the net pension liability would
be if it were calculated using a discount rate that is 1 percentage point lower (6%) or 1
percentage point higher (8%) than the current rate:

1% Decrease 6% Discount Rate 7% 1% Increase 8%

District’s proportionate share of the net
pension plan liability $ 18,368,233 $ 11,691,886 $ 6,249,711

Detailed information about the pension fund’s fiduciary net position is available in the separately
issued Santa Barbara County Employee Retirement System (SBCERS) comprehensive annual
financial report which may be obtained by contacting SBCERS.

NOTE 8: OTHER POST EMPLOYMENT BENEFITS

Plan Description

The District’s agent multiple-employer defined benefit postemployment healthcare plan
(OPEB Plan) is administered by the Santa Barbara County Employees’ Retirement System
(Retirement System). The OPEB Plan provides medical benefits to eligible retired District and
other employer plan sponsors’ employees, as well as to their eligible dependents, pursuant to
California Government Code Section 31694 et seq. Other employer plan sponsors include
Santa Barbara County, Goleta Cemetery District, Santa Maria Cemetery District, Carpinteria
Cemetery District, Summerland Sanitary District, Santa Barbara County Air Pollution Control
District, Santa Barbara County Association of Governments, and the Santa Barbara County
Superior Court.

In September 2008, the District and the Retirement System adopted an Internal Revenue Code
(IRC) Section 401(h) account that provides for these benefits. Under GASB Statement 43,
Reporting for Post-Employment Benefit Plans Other Than Pension Plans and GASB Statement
45, Accounting and Financial Reporting by Employers for Postemployment Benefits Other
Than Pensions, the liability related to the plan is required to be determined for both retirement
systems and employers. GASB Statement 43 and 75 are not limited to the reporting of vested
benefits.

Additional detailed information and separately issued financial statements can be obtained
from the Retirement System located at 3916 State Street, Suite 210, Santa Barbara, CA 93105.
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NOTE 8: OTHER POST EMPLOYMENT BENEFITS (continued)

Plan Benefits

Retirees are offered the same health plans as active District employees, as well as enhanced
senior plans for retirees on Medicare. Retiree premiums are rated separately from active
District employees; as such, the District does not have a retiree premium implicit rate subsidy.

Pursuant to the OPEB Plan, the District provides a monthly insurance premium subsidy of $15
(whole dollars) per year of credit service from the 401(h) account for Eligible Retired
Participants participating in a District-sponsored health insurance plan. The monthly insurance
premium subsidy is applied directly by the Retirement System to pay the premium and is not
paid to the retiree or other party. The maximum amount paid in any month does not exceed
the premium; any amount in excess of the premium is forfeited.

If an Eligible Retired Participant does not participate in the District-sponsored health insurance
plan, then the Retirement System reimburses the Eligible Retired Participant for other medical
care expenses. The maximum monthly amount paid is $4 (whole dollars) per year of credited
service.

If a member is eligible for a disability retirement benefit, the member can receive a monthly
health plan subsidy of $187 (whole dollars) per month or a subsidy of $15 (whole dollar) per
month per year of service, whichever is greater. This subsidy is treated as a nontaxable amount
to the disabled recipient.

Survivors of Eligible Retired Participants (Spouses and Dependents) continue to receive a
subsidy proportionate to their percentage of the retiree’s pension benefit (if any).

Funding Policy

The District and other participating employer plan sponsors individually determine their
separate contributions to the Retirement System to fund the OPEB Plan. The District has
adopted a pay-as-you-go basis for funding retiree medical benefits.

Total OPEB liability
The District’s total OPEB liability was measured as of June 30, 2018 and was determined by
an actuarial valuation as of that date.
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NOTE 8: OTHER POST EMPLOYMENT BENEFITS (continued)

Actuarial Assumptions and Other Inputs

The total OPEB liability in the June 30, 2018 actuarial valuation was determined using the
following actuarial assumptions and other inputs, applied to all periods included in the
measurement, unless otherwise specified:

Inflation 2.75%
Salary increases 3.00%
Medical cost trend 5-9% increases
Discount rate 3.58%
Mortality Rates CalPERS healthy annuitant

mortality tables

The following are the components of the District’s annual OPEB cost for the fiscal year ended
June 30, 2018:

2018
Total OPEB liability- 6/30/2017 $ 3,018,051
Service Cost 70,238
Interest 84,935
Benefit payments (146,542)
Change of assumptions (255,897)
Net change in total OPEB liability (247,266)
Total OPEB liability - ending $ 2,770,785

Sensitivity of the District’s Proportionate Share of the Net Pension Liability to Changes in
the Discount Rate

The following presents the total OPEB liability of the District, as well as what the District’s total
OPERB liability would be if it were calculated using a discount rate that is 1 percentage point
lower or 1 percentage point higher than the current discount rate:

1% Decrease Discount Rate 1% Increase
2.58% 3.58% 4.58%
District’s proportionate share of the net
OPEB plan liability $ 3,130,501 $ 2,770,785 $ 2473547

24



CARPINTERIA -SUMMERLAND FIRE PROTECTION DISTRICT
NOTES TO THE BASIC FINANCIAL STATEMENTS
JUNE 30, 2018

NOTE 9: COMMITMENTS AND CONTINGENCIES

Grant Revenues

The District recognizes as revenues grant monies earned for costs incurred in certain Federal
and State programs the District participates in. The program may be subject to financial and
compliance audits by the reimbursing agency. The amount, if any, of the expenditures which
may be disallowed by the granting agency cannot be determined at this time, although the
District expects such amounts, if any, to be immaterial.

NOTE 10: DEFERRED OUTFLOWS AND INFLOWS OF RESOURCES

Pursuant to GASB Statement No. 63, the District recognized deferred outflows of resources in the
government-wide and proprietary fund statements. These items are a consumption of net position
by the District that is applicable to a future reporting period.

The District has one item that is reportable on the Government-Wide Statement of Net Position
as Deferred Outflows of Resources which is related to pensions. These are the pension
contributions made during the 2017 fiscal year which for reporting purposes are deferred until the
following fiscal year. The sum total is $1,776,060. In addition, the District reports deferred
outflows related to contribution differences, assumption changes and investment return results that
will be recognized over the following 4 fiscal years. The total for these was $2,935,382.

The District also recognized deferred inflows of resources in the government-wide financial
statements. This is an acquisition of net position by the District that is applicable to a future
reporting period. The District has one item related to pensions that is captured as a deferred inflow
of resources. This is related to experience and proportional differences that will be captured into
income in future years. The sum total for these balances at year-end is $1,618,718.

Under the modified accrual basis of accounting, it is not enough that revenue is earned, it must
also be available to finance expenditures of the current period. Governmental funds will therefore
include deferred inflows of resources for amounts that have been earned but are not available to
finance expenditures in the current period.

Deferred outflows of resources and deferred inflows of resources above represent the unamortized

portion of changes to net pension liability to be recognized in future periods in a systematic and
rational manner.
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NOTE 10: DEFERRED OUTFLOWS AND INFLOWS OF RESOURCES (continued)

The deferred outflows related to investment return differences and contribution differences, and
the deferred inflows related to proportional differences and experience differences will be
amortized over a 4-year period as follows:

Year Ending June 30, Amount
2017 $ 182,138
2018 670,696
2019 342,186
2020 121,643
Total $ 1,316,663

NOTE 11: SUBSEQUENT EVENTS

In accordance with FASB Accounting Standards Codification Topic 855, Subsequent Events,
the District has evaluated subsequent events through October 8, 2018, which is the date these
financial statements were available to be issued.
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CARPINTERIA-SUMMERLAND FIRE PROTECTION DISTRICT
GENERAL FUND
STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES IN FUND
BALANCE - BUDGET AND ACTUAL
FOR THE YEAR ENDED
JUNE 30, 2018

Variance with

Budgeted Amounts Final Budget
Positive
Revenues: Original Final Actual (Negative)
Property taxes $ 9,000,000 $ 9,215000 $ 9,423,506 208,506
Licenses, permits, and fees 46,000 46,000 46,020 20
Investment income 15,000 15,000 30,269 15,269
Rental income 18,000 18,000 18,000 -
Intergovernmental 395,000 395,000 1,538,109 1,143,109
Charges for services 16,000 16,000 59,700 43,700
Miscellaneous 20,000 20,000 18,830 (1,170)
Total revenues 9,510,000 9,725,000 11,134,434 1,409,434
Expenditures:
Current
Salaries and benefits 7,800,000 7,955,000 8,059,416 (104,416)
Services and supplies 1,195,000 1,255,000 1,264,094 (9,094)
Capital outlay - - 22,282 (22,282)
Debt service:
Principal 17,800 17,800 20,937 (3,137)
Interest 1,200 1,200 1,247 47
Total expenditures $ 9,014,000 $ 9,229,000 9,367,976 $ (138,976)
Excess of revenues over expenditures 1,766,458
Other financing sources:
Transfer out (390,000)
Total other financial sources (390,000)
Net change in fund balances 1,376,458
Fund balances - July 1, 2017 4,624,111
Fund balances - June 30, 2018 $ 6,000,569

See accompanying footnote
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NOTE 1: BUDGETARY AND LEGAL COMPLIANCE

In accordance with California Health and Safety Code Section 13895, on or before October 1,
the District must submit a board approved budget to the County Auditor. Annual budgets are
adopted for the District’s general, capital projects, and capital replacement funds. Budgets are
prepared on the modified accrual basis of accounting consistent with GAAP. Annually the
Board of Directors conducts a public hearing for the discussion of proposed budgets. At the
conclusion of the hearing, the Board adopts the final budgets. All appropriations lapse at fiscal
year-end and are subject to re-appropriation as part of the following year’s budget. The legal
level of budgetary control (the level on which expenditures may not legally exceed
appropriations) is maintained at the object level. Any changes in the annual budget must be
changed by a vote of the Board.
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Carpinteria Fire Protection District — Schedule of the District’s proportionate share of the Net

Pension Liability:

Last 10 Fiscal years*:

FY 2017 FY 2016 FY 2015 FY 2014
District’s proportion of the net pension liability 1.24% 1.32% 1.38% 1.39%
District’s proportionate share of the net pension liability $ 11,691,886 $ 11,056,226 $ 10,050,723 $ 8,484,317
District’s covered employee payroll 3,314,477 3,422,037 3,500,979 3,353,615
District’s proportionate share of the net pension liability as a
percentage of its covered-employee payroll 352.75% 323.09% 287.1% 253.0%
Plan Fiduciary net position as a percentage of the total pension
liability 74.90% 75.24% 77.7% 80.5%
Schedule of District contributions
Last 10 Fiscal Years*:
FY 2017 FY 2016 FY 2015 FY 2014
Actuarially determined contribution $ 1,629,945 $ 1,629,945 $ 1,705,221 $ 1,709,622
Total actual contributions (1,629,945) (1,629,945) (1,705,221) (1,709,622)
Contribution deficiency (excess) $ - $ - $ - $ -
District’s covered-employee payroll $ 3,422,037 $ 3,422,037 $ 3,500,979 $ 3,353,615
Contributions as a percentage of cvd employee payroll
47.6% 47.6% 48.7% 51.0%

*Amounts presented above were determined as of 6/30. Additional years will be presented as they

become available.
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2018

Total OPEB liability- 6/30/2017 $ 3,018,051
Service Cost 70,238
Interest 84,935
Benefit payments (146,542)
Change of assumptions (255,897)
Net change in total OPEB liability (247,266)

$ 2,770,785
Covered-employee payroll $ 3,314,478
Total OPEB liability as a percentage of
covered payroll 83.59%
Plan fiduciary net position as a
percentage of the total OPEB liability -%
Measurement date 6/30/2017
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