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@ BeochFleischmon

lndependent Auditors' Report

Governing Board and Management
Tubac Fire District
Tubac, Arizona

We have audited the accompanying financial statements of the governmental activities and each major fund of
Tubac Fire 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.

Auditors' Responsibility

Our responsibility is to express opinions on these financial statements based on our audit. We conducted our audit
in accordance with auditing standards generally accepted in the United States of America and the standards

applicable to financial audits contained in Government Auditing Stondards, issued by the Comptroller General of the
United States. 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 auditors' judgment, including the assessment of the risks of
material misstatement of the financial statements, whether due to fraud or error. ln making those risk assessments,

the auditor considers internal control relevant to the District'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 District'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

ln our opinion, the financial statements referred to above present fairly, in all material respects, the respective
financial position of the governmental activities and each majorfund of Tubac Fire 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.

BeochFleischmon PC o beochfleischmon.com

1985 E. River Rd., Suite 201, Tucson, AZ 85718-7176 o 520.321.4600

2201 E. Comelbock Rd., Suite 200, Phoenix , AZ 85016-3451 c 602.265.7011
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Change in Accounting Principle

As discussed in note 1, in 2018 the District adopted new accounting guidance, GASB Statement No.75, Accounting

ond Financial Reporting for Postemployment Benefits Other than Pensiont as amended by GASB Statement No.

85, Omnibus 2077. Our opinion is not modified with respect to this matter.

Other Matter

Req u i red Su p ple m e nto ry I nform ati on

Accounting principles generally accepted in the United States of America require that the management's discussion

and analysis, budgetary comparison information, and the pension plan and other postemployment benefit plan

(OpEB) information, as listed in the table of contents, be presented to supplement the basic financial statements.

Such information, although not a part of the basic financial statements, is required by the Governmental Accounting

Standards Board, who considers it to be an essential part of financial reporting for placing the basic financial

statements in an appropriate operational, economic or historical context. We have applied certain limited

procedures to the required supplementary information in accordance with auditing standards generally accepted in

the United States of America, which consisted of inquiries of management about the methods of preparing the

information and comparing the information for consistency with management's responses to our inquiries, the basic

financial statements and other knowledge we obtained during our audit of the basic financial statements. We do

not express an opinion or provide any assurance on the information because the limited procedures do not provide

us with sufficient evidence to express an opinion or provide any assurance.

Other Reporting Required by Government Auditing Standards

ln accordance with Government Auditing Standards, we have also issued our report dated December 20, 2018, on

our consideration of Tubac Fire District's internal control over financial reporting and on our tests 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 Standords in

considering Tubac Fire District's internal control over financial reporting and compliance.

%r^#l*rl',-,*, P(

Tucson, Arizona

December 20,2018
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MANAGEM ENT,S DISCUSSION AN D ANALYSIS

FISCAL YEAR ENDED JUNE 30 2018

INTRODUCTION

The Management of the Tubac Fire District (District) presents these financial statements with a

narrative overview and analysis of financial activities for the fiscal year ended June 30, 2018. We

encourage readers to consider the information presented here in conjunction with the accompanying

basic financial statements and the accompanying notes to those statements in their understanding of

the District's financial position.

FINANCIAL HIGHLIGHTS FOR THE YEAR

1. The total assets and deferred outflows of the Tubac Fire District were 59,L28,734 at the close of

the fiscal year. The total assets and deferred outflows exceeded liabilities and deferred inflows

by 51,943,095. Of this amount $388,375 represents the balance of the unrestricted net

position.

2. The District realized a 5363,600 increase in fund balances during the fiscal year. The increase

consists of excess revenues over expenditures of 5920,993, before capital expenditures of

510,349, and debt service payments of 5547,o44.

3. The District realized a decrease in its net position under Governmental

Activities of 561,535, however due to the implementation of GASB 75, beginning net position

was restated reducing the decrease to S59,570'

4. At the end of the current fiscal year, unassigned fund balances for the General Fund was

51,794,308, this represents an increase of 5257,752over the prioryear. The District Board and

Administration are working diligently to enhance the financial position of the organization while

still providing a high level of service to the community it serves'

OVERVIEW OF THE FINANCIAT STATEMENTS

This discussion and analysis is intended to serve as an introduction to the basic financial statements of

the District. These basic financial statements comprise three components: L) government-wide

financial statements, 2) fund financial statements, and 3) notes to the financial statements. This report

also contains other supplementary information in addition to the basic financial statements

themselves.
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Government-Wide Financial Statements.

The Government-wide financial statements present the financial picture of the District from the

economic measurement resources focus using the accrual basis of accounting. These statements

include all assets of the District (including capital assets) as well as all liabilities (including long-term

debt). They are intended to provide a broad overview in a manner similar to a private sector business.

Additionally, certain eliminations have occurred as prescribed by Statement No. 34 in regard to

interfund activity, payables and receivables'

Statement of Net position - The Stafe ment of Net Position (page -1.1/ presents information of all

District's assets plus deferred outflows of resources, less liabilities, less deferred inflows of

resources, with the difference reported as net position. Over time, increases or decreases in

net position may serve as a useful indicator of whether the financial position of the District is

improving or deteriorating'

Statement of Activities - The Statement of Activities (page L2) presents information showing

how the net position of the District changed during the most recent fiscal year. All changes in

net position are reported as soon as the underlying event giving rise to the change occurs,

regardless of the timing of related cash flows. Thus, revenues and expenses are reported in this

statement for some items that will only result in cash flows in future fiscal periods (e'g.,

uncollected taxes and earned but unused vacation leave)'

Fund Financial Statements.

The Fund Financial Statements provide detailed information about the most significant funds not the

District as a whole. Some funds are required to be established by State law and by bond covenants.

However, management establishes other funds to help it control and manage resources for particular

purposes or to show that it is meeting legal responsibilities for using certain taxes, grants, and other

money. All the funds of the District are considered governmental funds.

Governmental Funds. Governmental Funds are used to account for essentially the same

functions reported as governmental activities in the Government-wide financial statements.

All of the basic services of the District are reported in governmentalfunds, which focus on how

money flows into and out of those funds and the balances left at year end that are available for

spending. These funds are reported using an accounting method called modified accrual

accounting, which measures cash and all other financial assets that can readily be converted to

cash. The governmental fund statements provide a detailed short-term view of the operations

and basic services provided to residents. Governmental fund information helps determine

whether there are more or fewer financial resources that can be spent in the near future to

finance programs of the District. Because the focus of governmental funds is narrower than

that of the Government-wide financial statements, it is useful to compare the information

presented for governmental funds with similar information presented for governmental

activities in the Government-wide financial statements. By doing so, readers may better

4



understand the long-term impact of the near-term financing decisions of the District. The

reconciliation of differences between the governmental fund financial statements and the

government-wide financial statements is explained in a section following each governmental

fund financial statement.

The District adopts an annual appropriated budget for the General Fund. A budgetary

comparison statement has been provided for the General Fund to demonstrate compliance

with the budget.

Notes to the Financiat Statements. The Notes to the Financial Statements provide additional

information that is essential to a full understanding of the data provided in the Government-

wide and Governmenta I fu nd financia I statements'

GOVERNMENT.WIDE FINANCIAL ANALYSIS

As noted earlier, net position may serve over time as a useful indicator of the financial position of a

government entity. ln the case of the Tubac Fire District, assets and deferred outflows exceeded

liabilities and deferred inflows by S1,943,095 at the close of the 2018 fiscal year.

The net investment in capital assets, 51,354,386, reflects the District's investment in capital assets (e.g.

land, buildings, vehicles, and equipment), less any debt used to acquire those assets that is still

outstanding. The District uses these capital assets to provide services to residents; consequently, the

assets are not available for future spending. Although the investment in capital assets is reported net

of related debt, it should be noted that the resources needed to repay this debt must be provided from

other sources, since the capital assets themselves cannot be used to liquidate these liabilities'

The restricted portion of net position 5200,334 may be used to pay interest and principal payments on

the outstanding bonds.

The unrestricted net position, $388,375, reflects its cash and current accounts receivable less any

current liabilities (e.g. accounts payable, accrued payroll, and compensated absences) and long-term

liabilities not associated with capital assets. The District uses the cash balances to pay current and

ongoing financial obligations in order to provide services to residents.

At the end of Fiscal year 2OL8, the District is able to report positive balances in net investment in

capital assets and unrestricted net position.
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The following table reflects the condensed Statement of Net Position:

Tubac Fire District

Condensed Statement of Net Position
As ofJune 30,2018

Govern menta I Activities

20t8 20t7

I ncrea s e/

Decrease

Cash and investments

Cash and investments, restricted

Other assets

Capitalassets

Total assets

Deferred outflows

Other lia bilities

Long term liabilities

Total liabilities

Deferred inflows

Net investment in

capital assets

Restri cted

Unrestri cted

Total net position 1,943,09s s 2,002,665 s

s !,783,936 s

200,334

527,693

5,479,386

1,500,320 s

r28,766

408,099

5.846,333

283,616

7L,568

119,594

'366,9471

7,991,349 7,883,518 707,83r

r,L37,385 L.327,433 (190,048)

r34,2r7 570,799

6,184,837

(436,582)

428,9976,6 13,834

6,748,O5r 6,755,636 (7,s8s)

437,588 4s2,650 (1s,062)

1,354,385

200,334

388,375

L,4Lr,333

r28,766

462,566

(56,947],

77,568

04 ,19 1)

s (s9,s70)

Governmental Activities.

The Net position of the District from governmental activities decreased from s2,002,665 to s1,943,095

a change of 33.63%. The following table reflects the Condensed Statement of Activities:
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Tubac Fire District

Condensed Statement of Activities
For the Year Ended June 30, 2018

2018 2017 Decrease

Program revenues:

Charge for services

Operating grants and contributions
General revenues:

Property taxes

Fi re distri ct assi sta nce tax

Other
Total revenues

Expenses

Public safety
lnterest on long term debt

Total expenses

s 857,483 s
7,485

711,880 s 145,603
7,485

18,359

3,825

6,005

2,gLt,672
126,469
243,156

2,793,3r3
722,643
237,lsL

4,046,265 3,864,987 t8L,278

3,870,756
237.O44

3,96r,328
2so.2L8

(9O,s72l,
(t3.1741

4 -107.800 4 ,2 1 7.546 103 .7461

Extraordinary ltem

lncrease (decrease) in net position

Beginning net position, as restated

Ending net position

(228,867) 228,867

(61,535) (575,4261 513,891

2,004,630 2,s78,097 (573,46t1

1.943.095 s 2.002.66s s (s9,s70)

DISTRICT FUNDS FINANCIAL ANALYSIS

As noted earlier, the District uses fund accounting to ensure and demonstrate compliance with fund

related legal requirements.

As of June 30, 2O!8, the governmental funds of the District reported combined fund balances of

52,028,922, which is an increase of s363,600 compared to the prior period.

General Fund. The General Fund accounts for all the resources retained by the District not accounted

for in any other fund. As of June 30, 2OL8, the ending fund balance in the General Fund was

S1,828,588.

Debt Service Fund. The Debt Service Fund accounts for the property tax levy dedicated to the payment

of principal and interest on the general obligation bonds. As of June 30, 2018, the ending fund balance

in the Debt Service Fund was 5200,334.

s
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The following statement provides the detail of the District fund balances:

Tubac Fire District
Governmental Funds - Fund Balances

As ofJune 30, 2018

Fiscal Year

June 30. 2018

ior Funds Amount % Amount

Fiscal Year

June 30 .2017

%

General fund:

Nons penda bl e

Unass i gned

Debt Servi ce fund

Res tri cted

34,280
L,794,308

s L.69%
88.44% 1,536,555

0.O0o/o

92.27%

7.73%

s

200,334 9.87% r28,766

2 22 100 s t.665.322 100.00%Total fund balance

BUDGETARY HIGHLIGHTS

There were some variances of note for the fiscal year'

Revenues were over budget bV 54I,225, due largely to more ambulance transports than

anticipated during the fiscal year.

Expenditures were under budget by 5250,806 mainly due to the recognition of budgeted

pension expenditures as an extraordinary item related to claims and judgment expenditures in

fiscal year zOrT. The District paid out refunds resulting from the Parker v. Public Safety

Retirement System (pspRs) lawsuit in 2oL7 and received credits against their 2018 pension

contributions from PSPRS.

Tubac Fire District
Condensed Budget to Actual

As ofJune 30, 2018

General Fund

Budeet Actua I Va ri a nce with budeet

a

a

s 3,349,555
3.349.556

S 3,390,781
3,098,750

292.031

41,225
(2s0.806)

$Total revenues

Total expenses

Revenue over (under) expenditures

s

29 31

Net change in fund balance s 292,03L s 292,037
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CAPITAL ASSET AND DEBT ADMINISTRATION

Capital Assets.

As of June 30, 201g, the investment in capitalassets for governmentalactivities amounts to s5,479,386

(net of accumulated depreciation). This investment in capital assets includes land, and improvements,

buildings and improvements, vehicles, furniture and equipment. The total decrease in capital assets

for the current fiscalyear was 5366,947 or 6.28%.

Tubac Fire District
Capital Assets as of June 30, 2018

(net of depreciation)

Governmental
Activities

2018 2017

I ncrease/
Decreas e)

Land and buildings
Equipment
Vehi cl es

Accumul ated dePreci ati on

5 6,572,060
1,405,855
3,237,871

(5,735,400)

$ 6,572,060
1,395,506
3,237,877

(5,359,104)

s
10,349

(377.2961

Net capital assets S 5,479,386 S 5,846 ,333

Long Term Liabilities.

At the end of the current fiscal year, the District had 56,613,834 in long-term liabilities outstanding, a

net decrease of 519,454 from the prior year. The decrease is attributed to the decrease in general

obligation bonds and claims and judgment payable related to the pension plan'

The District continues to retire and manage debt to fund various capital projects which support program

services. As of June 30, 2018, the District had total general obligation bonds outstanding of 54,125,000.

This debt currently requires annual debt service payments that consist of principal and interest of

approximately 5547,000. All debt is backed by the full faith and credit of the District'

ln accordance with GASB 6g and 75, the District is required to include the net pension/OPEB liability on

the financial statements. The net pension/OPEB liability is measured as the total pension/OPEB liability,

less the pension/OpEB plan's fiduciary net position. A net pension liability is recorded at June 30, 2018

relating to the District's participation in the Public Safety Personnel Retirement System (PSPRS) of

52,396,437.

7
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The following table shows the District's Outstanding Debt:

Compensated absences

General obligation bonds

Claims and judgement PaYable
Net pension liabilitY

Total noncurrent liabi lites

Tubac Tucson Fire District
Outstanding Debt

As ofJune 30,2018

Governmenta I

Acti vi ti es

2018 2077

s s rt2,457
4,435,000

26,000

2,059,8372,386,437

s 5,613,834 s 6,633,288

t02,397
4,125,000

I ncrease/
(Dec rea s e)

s (10,0s4)

(310,000)

(26,000)

325,600

19 5

Additional information can be found in the notes to the Financial Statements that follow

ECONOMIC FACTORS AND FY2019 BUDGET ITAX RATE

The District has continued to pursue every feasible method of reducing operational costs while

providing the highest level of service to the community. Despite aggressive management of

expenditures, costs continue to rise, such as employee benefits and required pension contribution

rates. While the District realized a L56o/o increase in property values, the assessed value of the District

remains significantly below (130,131-,3L5) its peak in fiscal year 2OIO. To maintain the level of service

provided, as well as maintain its tax rate of 52.7500, the District has elected to change the amortization

period for the pSpRS pension contributions from 20 years to 30 years. This will allow the District to

build its unrestricted reserve balance to meet future financial needs and ensure long term financial

stability.

FINANCIAL CONTACT

The financial statements of the District are designed to present users (citizens, taxpayers, customers,

investors and creditors) with a general overview of the finances of the District and to demonstrate

accountability. lf you have questions regarding the report or need additional financial information,

please contact the Fire Chief of the District at Tubac Fire District at 2227 E. Frontage Rd., Tubac, AZ

85646 or at 520-75L-1-066.
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Assets:
Cash and investments
Cash and investments, restricted

Receivables:
Property taxes

Ambulance, net
Other

Prepaid items
Capital assets, not dePreciated
Capital assets, net of accumulated depreciation

Net OPEB assets

Total assets

Deferred outflows of resources:

Deferred outflows related to pensions/OPEB

Total deferred outflows of resources

Liabilities:
Accounts payable

Accrued payroll and related benefits

Noncurrent lia bilities:
Due within one Year
Due in more than one Year

Total liabilities

Deferred inflows of resources:

Deferred inflows related to pensions/OPEB

Total deferred inflows of resources

Net position:
Net investment in caPital assets

Restricted

U n restricted

Total net Position

TUBAC FIRE DISTRICT

STATEMENT OF NET POSITION

JUNE 30,2018

Governmental
activities

r,783,936
200,334

s

224,875
48,903

1-56,447

34,280
257,352

5,222,034
63.188

7.9 q1 349

1.. 37.385

1,137.385

52,459
81,758

376,r99
6, 37.635

6,748,051.

437.588

437,588

L,354,386
200,334
388,375

s 1_.943,095

See notes to financial statements 11



TUBAC FIRE DISTRICT

STATEMENT OF ACTIVITIES

YEAR ENDED JUNE 30, 2018

Program expenses:

Public safety, fire protection and emergency services:

Administration
Communications
Depreciation
Payroll taxes and employee benefits

Salaries and wages

Training and related
Utilities and station
Vehicles and equiPment

lnterest

Total Program expenses

Program revenues:

Charges for services

Operating grants and contributions

Total Program revenues

Net program expenses

General revenues:
Property taxes

Fire district assistance tax

Rental income
lnvestment earnings

Other

Total general revenues

Change in net position

Net position, beginning of year, as restated

Net position, end of Year

s

Governmental
activities

trz,934
7r,889

377,296
L,209,924
L,672,389

45,645
181_,660

199,019
17 044

4,107,800

857,483
7 48\

864,968

3.242.832

2,8r1,672
126,469
187,969

1_5,1"35

40.052

3.1 9,1 )97

(61,535)

2.004.630

s 1.943.095

See notes to financial statements 12



TUBAC FIRE DISTRICT

BALANCE SHEET - GOVERNMENTAL FUNDS

JUNE 30, 2018

General Debt service

Total
governmental

funds

Assets:

Cash and investments
Cash and investments, restricted

Receivables:
Property taxes

Ambulance, net
Other

Prepaid items

Total assets

Liabilities:
Accounts payable

Accrued payroll and related benefits

Total liabilities

Deferred inflows of resources:

Unavailable revenue - property taxes

Unavailable revenue - ambulance

Unavailable revenue - wildland

Fund balances:
Nonspendable:

Prepaid items
Restricted:

Debt service

Unassigned

s 1,783,936 s L,783,936
200,334200,334

224,875
48,903

]-56,447

34 80

s JA3,44t 5-200,334- 5--2.448fr-

s 52,459 $ 52,459

R L 758 8 758

114 277 134.217

s

224,875
48,903

156,447
34.280

s

209,430
t4,936
61.270

209,430
14,936
61 )70

Total deferred inflows of resources 28s,635

Commitments and contingencies

28s 635

34,280 34,280

200,334 200,334
1.794.308

1,828.s88 200.334 2'028,922

5-?24.8,44r s 200,334-5 2'448J7s

1,. 308

Total fund balances

Total liabilities, deferred inflows of
resources and fund balances

See notes to financial statements 13



TUBAC FIRE DISTRICT

RECONCILIATION OF THE BALANCE SHEET - GOVERNMENTAL FUNDS

TO THE STATEMENT OF NET POSITION

JUNE 30,2018

Total fund balances - governmental funds

Amounts reported for governmental activities in the statement of net

position are different because:

capital assets used in governmental activities are not financial

resources and, therefore, are not reported in the funds'

Net oPEB assets held in trust for future benefits are not available

for District operations and, therefore, are not reported in the

funds.

Some receivables are not available to pay for current period

expenditures and, therefore, are reported as deferred inflows in

the funds.

Noncurrent liabilities are not due and payable in the current
period and, therefore, are not reported in the funds:

Accrued compensated absences

General obligation bonds

Net pension liabilitY

Deferred outflows and inflows of resources related to
pensions/OPEB are applicable to future reporting periods and,

therefore, are not reported in the funds:

Deferred outflows of resources related to pensions/OPEB

Deferred inflows of resources related to pensions/OPEB

Net position of governmental activities

5 2,028,922

5,479,386

63,188

285,636

(1O2,397)
(4,125,000)
(2,386,437l,

L,L37,385
(437,s88)

s 1.943,095:

See notes to financial statements 1.4



TUBAC FIRE DISTRICT

STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCES - GOVERNMENTAL FUNDS

YEAR ENDED JUNE 30, 2018

General Debt service

Totalgovernmental
fu nds

Revenues:
Property taxes

Fire district assistance tax

Charges for services

Grants and contributions
Rental income
lnvestment earnings

Other

Total revenues

Expenditures:
Public safety:

Fire protection and emergency services

Administration and suPPort

Capital outlay:
Fire equiPment

Debt service:
Principal
I nte rest

Total expenditures

Net change in fund balances

Fund balances, beginning ofYear

Fund balances, end ofYear

s 2,2!2,853
126,469
811,105

7,485
787,969

4,848
40 0\)

s 609,076 s

r0,287

2,82L,929
126,469
811,105

7,485
187,969

15,135
40 0'52

3,390,781

2,497,428
590,973

to,349

619,363 4,OrO,1,44

3,098,750

292,O31.

1-.536.556

s 1.828,s87:

547,794

7r,569

L28,766

s 200,335:

2,497,428
59L,723

r0,349

310,000
237.044

3 646 \44

363,600

L,665,322

s 2.028,922:

750

310,000
237.O44

See notes to financial statements 15



TUBAC FIRE DISTRICT

RECONCILIATION OF THE STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN

FUND BALANCES - GOVERNMENTAT FUNDS TO THE STATEMENT OF ACTIVITIES

YEAR ENDED JUNE 30, 2018

Net change in fund balances - governmental funds

Amounts reported for governmental activities in the statement of

activities are different because:

capital outlays are reported in governmental funds as

expenditures. However, in the statement of activities, the cost

of those capital assets is allocated over their estimated useful

lives as depreciation expense. ln the current period, these

amounts are:

Capital outlaY
Depreciation expense

Certain revenues relating to property taxes and charges for

services in the statement of activities that do not provide

current financial resources are not reported as revenues in the

funds.

District pension/oPEB contributions are reported as expenditures

in the governmental funds when made' However, they are

reported as deferred outflows of resources in the statement of

net position because the reported net pension/oPEB liability is

measured a year before the District's report date'

Pension/OPEB expense, which is the change in the net

pension/oPEB liability adjusted for changes in deferred

outflows and inflows of resources related to pensions/oPEB, is

reported in the statement of activities.

Pension/O PEB contributions
Pension/OPEB exPense

certain expenses reported in the statement of activities do not

require the use of current financial resources and, therefore,

are not reported as expenditures in governmentalfunds:

Decrease in comPensated absences

Decrease in claims and judgment expense

Debt proceeds provide current financial resources to

governmental funds, but issuing debt increases long.term

liabilities in the statement of net position. Repayment of debt

principal is an expenditure in the governmental funds, but the

repayment reduces noncurrent liabilities in the statement of

net position. ln the current year, the amount consists of:

PrinciPal Paid

Change in net position of governmental activities

S 363,600

r0,349
(377,296)

36,I27

50,996
(491-,359)

L0,054
26,000

10 000

s__l61.s3sl

See notes to financial statements L6
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TUBAC FIRE DISTRICT

NOTES TO FINANCIAL STATEMENTS

YEAR ENDED JUNE 30, 2018

Description of organization and summary of significant accounting policies:

The accounting policies of Tubac Fire District (the oistrict) conform to accounting principles generally accepted

in the United States of America (GAAP) applicable to governmental units as promulgated by the

Governmenta I Accounting Sta nda rds Boa rd (GASB).

For the year ended June 30, 2018, the District implemented GASB Statement No. 75, Accounting and Finonciol

Reporting for Postemployment Benefits Other thon Pensions, as amended by GASB Statement No, 85,

omnibus 2017. GASB statement No. 75 established standards for measuring and recognizing net assets or

liabilities, deferred outflows of resources, deferred inflows of resources, and expense/expenditures related

to other postemployment benefits (OPEB) provided through defined benefit OPEB plans' ln addition,

statement No. 75 requires disclosure of information related to oPEB.

Reporting entity:
The District, established in I974 pursuant to Arizona Revised Statute Title 48, is a special-purpose local

government organized to provide fire protection and other emergency services to residents within the

District's boundaries.

ln accordance with the GASB Statement No. 14, the financial reporting entity consists of a primary

government and its component units. The District is a primary government because it is a special-

purpose government that has a separately elected governing body, is legally separate, and is fiscally

independent of other state or local governments. Furthermore, there are no component units combined

with the District for financial statement presentation purposes and it is not included in any other

governmental rePorting entitY.

Government-wide a nd fund fina ncial statements:

The basic financial statements include both government-wide financial statements and fund financial

statements. The government-wide financial statements focus on the District as a whole, while the fund

financial statements focus on major funds. Each presentation provides valuable information that can be

analyzed and compared between years and between entities to enhance the usefulness of the

information.

The government-wide financial statements include a statement of net position and a statement of

activities. These statements report the financial activities of the overall government'

A statement of activities presents a comparison between direct expenses and program revenues for each

function of the District's governmental activities. Direct expenses are those that are specifically

associated with a program or function and, therefore, are clearly identifiable to a particular function.

Program revenues include:
o charges to customers for services provided

. grants and contributions

17
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TUBAC FIRE DISTRICT

NOTES TO FINANCIAL STATEMENTS (CONTINUED)

YEAR ENDED JUNE 30, 2018

Description of organization and summary of significant accounting policies (continued):

Government-wide and fund fina ncial statements (continued):

Revenues that are not classified as program revenues, including all taxes and internally dedicated

resources, are reported as general revenues.

Fund financial statements provide information about the District's funds. The emphasis of fund financial

statements is on major governmental funds, each displayed in a separate column.

Measurement focus, basis of accounting and financial statement presentation:

The government-wide financial statements are presented using the economic resources measurement

focus and the accrual basis of accounting. Revenues are recorded when earned and expenses are

recorded at the time liabilities are incurred, regardless of when the related cash flows take place'

property taxes are recognized as revenue in the year for which they are levied. Grants are recognized as

revenue as soon as all eligibility requirements the provider imposed have been met.

Governmental funds in the fund financial statements are reported using the current financial resources

measurement focus and the modified accrual basis of accounting. Under this method, revenues are

recognized when measurable and available. The District considers all revenues reported in the

governmental funds to be available if the revenues are collected within 60 days after year-end'

Expenditures are recorded when the related fund liability is incurred, except for principal and interest on

general long-term debt, claims and judgments and compensated absences, which are recognized as

expenditures to the extent they are due and payable. General capital asset acquisitions are reported as

expenditures in governmental funds. Proceeds of general long-term debt and acquisitions under capital

lease agreements are reported as other financing sources'

Real and personal property taxes are levied on or before the third Monday in August that become due and

payable in two equal installments. The first installment is due on the first day of October and becomes

delinquent after the first business day of November. The second installment is due on the first day of

March of the next year and becomes delinquent after the first business day of May. A lien assessed

against real and personal property attaches on the first day of January preceding assessment and levy' All

property taxes are billed and collected by Santa Cruz County and remitted to the District. ln the

governmental fund financial statements, property taxes are reflected as revenues in the fiscal period for

which they were levied, provided they are due, or past due and receivable within the current period, and

collected within the current period or expected to be collected soon enough thereafter to be used to pay

liabilities of the current period (60 days). Otherwise, they are reported as deferred inflows of resources.

Leases and investment earnings associated with the current fiscal period are all considered to be

susceptible to accrual and have been recognized as revenues of the current fiscal period. All other

revenue items are considered to be measurable and available only when cash is received by the

government.

18
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TUBAC FIRE DISTRICT

NOTES TO FINANCIAL STATEMENTS (CONTINUED)

YEAR ENDED JUNE 30, 2018

Description of organization and summary of significant accounting policies (continued):

Measurement focus, basis of accounting and financial statement presentation (continued):

The District reports the following major governmental funds:

The generol fund accounts for all financial resources except those required to be accounted for in

another fund.

The debt service fund is used to account for legally restricted tax levies of the District which are used

to meet the ongoing debt service requirements.

Estimates:
The preparation of the basic financial statements in conformity with accounting principles generally

accepted in the United States of America requires management to make estimates and assumptions that

affect the reported amounts of assets and liabilities and disclosure of contingent assets and liabilities at

the date of the basic financial statements and the reported amounts of revenues and expenses during the

reporting period. Actual results could differ from those estimates.

Cash and investments:
The District's cash and cash equivalents are considered to be cash on hand, demand deposits, cash and

investments held by the County Treasurer, and highly liquid investments. lnvestments are stated at fair

value. lnvestment earnings are comprised primarily of interest earnings only.

Cash and investments, restricted:

certain proceeds of the District's long-term debt, as well as certain resources set aside for their repayment,

are classified as restricted assets on the balance sheet because they are maintained in separate bank

accounts and their use is limited by applicable debt covenants.

Fair value measurements:
Fair value is defined as the price to sell an asset or transfer a liability between market participants in an

orderly exchange in the principal or most advantageous market for that asset or liability. Mutual funds

are valued at quoted market prices. The fair value for the commingled funds and qualifying alternative

investments is determined based on the investment's net asset value as a practical expedient'

Considerable judgment is required in interpreting market data used to develop the estimates of fair

value. Accordingly, the estimates presented in the financial statements are not necessarily indicative of

the amounts that could be realized in a current market exchange. The use of different market

assumptions and estimation methodologies may have a material effect on the estimated fair value'

1_9



L

TUBAC FIRE DISTRICT

NOTES TO FINANCIAL STATEMENTS (CONTINUED)

YEAR ENDED JUNE 30,2018

Description of organization and summary of significant accounting policies (continued):

Receivables, unearned revenue and deferred inflows of resources:

All accounts and property tax receivables are shown net of any allowance for uncollectible accounts'

Accounts and property taxes receivables, which have been remitted within 60 days subsequent to year-

end, are considered measurable and available and recognized as revenues in the fund financial

statements. All other receivables are offset by unavailable revenues and, accordingly, have not been

recorded as revenue. Real and personal property taxes are levied upon all taxable property within the

District and become liens against the property on the first day of January preceding assessment and levy.

Revenue from emergency medical transportation services are recognized as charges for services. These

charges for services are reported at their estimated net realizable amounts from patients, third-party

payers, and other for services rendered, including estimated retroactive adjustments under

reimbursement allowances with third-party payers, provisions for bad debt and uncompensated care'

The allowance for doubtful accounts, including contractual adjustments, at June 30, 2018 is

approximately sg5,000. Amounts not collected by the District within 60 days subsequent to year-end are

recorded as deferred inflows of resources.

Federal and state grants and contracts are recorded as receivables and revenues when the related

expenditures are incurred. The portion of reimbursement in excess of expenditures are recorded as

unearned revenues and amounts not remitted within 60 days subsequent to year-end are recorded as

deferred inflows of resources in the fund financial statements.

Prepaid items:
payments made to vendors for services that will benefit future accounting periods are recorded as prepaid

items using the consumption method. A current asset for the prepaid amount is recorded as the time of

purchase and an expenditure/expense is reported in the year in which the services are consumed'

Capitalassets:
capital assets, which include land, buildings and improvements, fire equipment and vehicles, are reported

in the government-wide financial statements. Capital assets are defined as assets with an initial,

individual cost of s5,000 or more and an estimated useful life in excess of one year. such assets are

recorded at historical cost or estimated historical cost if actual cost is not available' Donated capital

assets are recorded at acquisition value.

The costs of normal maintenance and repairs that do not add to the value of the asset or materially extend

assets lives are not caPitalized.
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TUBAC FIRE DISTRICT

NOTES TO FINANCIAL STATEMENTS (CONTINUED)

YEAR ENDED JUNE 30, 2018

Description of organization and summary of significant accounting policies (continued):

Capital assets (continued):

Capital assets are depreciated using the straight-line method over the following estimated useful lives

Land

Buildings and imProvements
Fire equipment
Vehicles

Not depreciated
1-5 - 40 years

5 - 10 years

5 - 1"0 years

Compensated absences:

It is the District's policy to permit employees to accumulate earned but unused paid time off. A liability is

reported for paid time off that the District will pay upon termination or retirement. None of the liability

for compensated absences is expected to be liquidated with expendable available financial resources.

Accordingly, compensated absences are accrued as a liability only in the government-wide financial

statements. The General Fund has typically been used to liquidate the liability for compensated absences

in prior years.

Long-term obligations:
ln the government-wide financial statements, long-term debt and other long-term obligations are reported

as noncurrent liabilities in the statement of net position.

ln the fund financial statements, proceeds from debt issued are reported as other financing sources and

principal and interest payments are recognized as expenditures in the statement of revenues,

expenditures and changes in fund balances'

Deferred outflows and inflows of resources:

The statement of net position and balance sheet include separate sections for deferred outflows of

resources and deferred inflows of resources. Deferred outflows of resources represent a consumption of

net position that applies to future periods that will be recognized as an expense or expenditure in future

periods. Deferred inflows of resources represent an acquisition of net position or fund balance that

applies to future periods and will be recognized as a revenue in future periods.

Postemployment benefits:
For purposes of measuring the net pension and other postemployment benefits (oPEB) liabilities or assets,

deferred outflows of resources and deferred inflows of resources related to pensions and OPEB, and

pension and OpEB expense, information about the plans' fiduciary net position and additions

to/deductions from the plans' fiduciary net position have been determined on the same basis as they are

reported by the plans. For this purpose, benefit payments (including refunds of employee contributions)

are recognized when due and payable in accordance with the benefit terms. The plan's investments are

reported at fair value.
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TUBAC FtRE DISTRICT

NOTES TO FINANCIAL STATEMENTS (CONTINUED)

YEAR ENDED JUNE 30, 2018

Description of organization and summary of significant accounting policies (continued)

Fund balance:
ln the fund financial statements, fund balance is divided into five classifications based primarily on the

extent to which the District is bound to observe constraints imposed upon the use of the resources. The

classifications are as follows:

Nonspendable - includes fund balance amounts that cannot be spent either because it is not in

spendable form or because of legal or contractual constraints

Restricted - includes fund balance amounts that are constrained for specific purposes, which are

externally imposed by providers, such as creditors or amounts constrained due to constitutional

provisions or enabling legislation

Committed - includes fund balance amounts that can only be used for the specific purposes

imposed by formal action (resolution) of the Governing Board. Those committed amounts cannot

be used for any other purpose unless the Governing Board removes or changes the specified use

by taking the same type of action (resolution) it employed to previously commit those amounts

Assigned - includes fund balance amounts that are intended to be used for specific purposes that

are neither considered restricted or committed. Fund balance may be assigned by the Governing

Board or District officials delegated the authority by the Governing Board

Unassigned - includes positive fund balance within the general fund, which has not been classified

within the above mentioned categories, and negative fund balances in other governmental funds

The District applies restricted resources first when expenditures are incurred for purposes for which either

restricted or unrestricted (committed, assigned and unassigned) amounts are available. Similarly, within

unrestricted fund balance, committed amounts are reduced first followed by assigned, and then

unassigned amounts when expenditures are incurred for purposes for which amounts in any of the

unrestricted fund balance classifications could be used.

Net position:
Net position represents the difference between assets, liabilities and deferred outflows/inflows of

resources. Net investment in capital assets consists of capital assets, net of accumulated depreciation,

reduced by the outstanding balances of any borrowing used for the acquisition, construction or

improvement of those assets. Net position is reported as restricted when there are limitations imposed

on their use either through enabling legislation or through external restrictions imposed by creditors,

grantors or laws or regulations of other governments'

a

a

a

a

a
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TUBAC FIRE DISTRICT

NOTES TO FINANCIAI STATEMENTS (CONTINUED)

YEAR ENDED JUNE 30, 2018

Description of organization and summary of significant accounting policies (continued):

Budgeta ry information :

The District is required, under Arizona Revised statutes, to adopt a budget each fiscal year and to submit it

to the county Treasurer and the county Board of supervisors no later than the first day of August each

year; under statute only the General Fund must legally adopt an annual budget. The adopted budget is

on the modified accrual basis of accounting, which is a legally allowable basis for budgetary purposes' All

annual appropriations lapse at fiscal year-end'

Prior period adjustments:

Net position as of June 30, 2018 has been restated as follows for the implementation of GASB Statement No'

75, Accounting and Finoncial Reporting for Postemployment Benefits Other Thon Pensions, as amended by

GASB Statement No. 85, Omnibus 2077
Governmental

activities

Net position, as previously reported, June 30, 2017

Adjustments - implementation of GASB 75

Net OPEB liability (measurement date as of June 30, 20L6)

Deferred outflows - District contributions made during fiscal year 20L7

5 2,002,665

1.965

Net position, as restated, June 30,2OI7 s 2.004.630

3. Cash and investments

Cash and investments consist of the following

Deposits:
Operating accounts

lnvestments:

5 'J,,737,349

2

Santa Cruz County Treasurer's investment pool

Santa Cruz County Treasurer's investment pool - restricted

(2,008)
c 973

46,587

200,334

s L.984.270:
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TUBAC FIRE DISTRICT

NOTES TO FINANCIAL STATEMENTS (CONTINUED)

YEAR ENDED JUNE 30,2018

Cash and investments (continued):

The Arizona Revised Statutes authorize the District to invest public monies in the State or County Treasurer's

investment pool; interest-bearing savings accounts, certificates of deposit and repurchase agreements in

eligible depositories; bonds or other obligations of the United States government that are guaranteed as to

principal and interest by the United States governmenu and bonds of the State of Arizona's counties, cities,

towns, school districts and special districts as specified by statute.

Deposits:
Custodial credit risk - Custodial credit risk is the risk that in the event of bank failure, the District's deposits

may not be returned. The Arizona Revised Statutes require collateralfor demand deposits, certificates of

deposit and repurchase agreements at 10L percent of all deposits not covered by federal depository

i nsura nce.

At year-end, deposits with financial institutions have a carryingvalue of 5L,737,349 and a bank balance of

51.,774,4g5. The difference represents deposits in transit, outstanding checks and other reconciling items

at June 30, 201-8.

lnvestments:
Monies levied by the District are invested with the Santa Cruz County Treasurer's office and pooled with

other local governments for investment. The District's investment in the County's investment pool

represents a proportionate interest in the pool's portfolio; however, the District's portion is not identified

with specific investments. No oversight is provided for the santa cruz county investment pool, nor does

the structure of the pool provide for shares. Participation in the pool is involuntary. The fair value of the

investment pool is discussed in note 4'

The District's investments at iune 30, 2018 were as follows

Ratins Rating Agencv Amount

santa cruz county Treasurer's investment pool Unrated Not applicable 5 246,92I

The District does not have a formal investment policy with respect to credit risk, custodial credit risk,

concentration of credit risk, interest rate risk or foreign currency risk for investments'
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TUBAC FIRE DISTRICT

NOTES TO FINANCIAL STATEMENTS (CONTINUED)

YEAR ENDED JUNE 30, 2018

Cash and investments (continued):

I nvestments (continued) :

Credit risk - The Arizona Revised Statutes have the following requirements for credit risk:

o Commercial paper must be of prime quality and be rated within the top two ratings by a nationally

recognized rating agencY'

. Specified bonds, debentures and notes must be rated A or better by at least two nationally

recognized rating agencies at the time of purchase.

o Fixed income securities must carry one of the two highest ratings by Moody's lnvestors Service

and Standard and Poor's rating service. lf only one of the above-mentioned services rates the

security, it must carry the highest rating of that service

Custodial credit risk - the District's investment in the County Treasurer's investment pool represents a

proportionate interest in the pool's portfolio; however, the District's portion is not identified with specific

investments and is not subject to custodial credit risk.

Concentration of credit risk - The Arizona

concentration of credit risk.

Revised Statutes do not include any requirements for

lnterest rate risk - lnterest rate risk is the risk that changes in interest rates will adversely affect an

investment's fair value. The Arizona Revised Statutes require that public monies invested in securities

and deposits have a maximum maturity of 5 years. lnvestments in repurchase agreements must have a

maximum maturity of 1g0 days. The weighted average maturity of the County Treasurer's investment

varies by type of investment, and averages between 1- and 2 years.

Foreign currency risk - The Arizona Revised Statutes do not allow foreign investments'

4. Fair value

The District measures and categorizes its investments using fair value measurement guidelines established by

generally accepted accounting principles. These guidelines establish a three-tier hierarchy of inputs to

valuation techniques used to measure fair value, as follows:

Level 1- lnputs are unadjusted quoted prices for identical assets or liabilities in active markets that the

District has the ability to access.

Level 2 - lnputs, other than quoted market prices included within Level 1, are observable, either directly or

indirectly.

Level 3 - lnputs are unobservable and significant to the fair value measurement.
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TUBAC FIRE DISTRICT

NOTES TO FINANCIAL STATEMENTS (CONTINUED)

YEAR ENDED JUNE 30, 2018

Fair value (continued):

Other investments at fair value - lnvestments for which fair value is measured at net asset value per share

(or its equivalent). Due to the inherent uncertainty of these estimates, these values may differ materially

from the values that would have been used had a ready market for these investments existed.

At June 30, 2Ol-8, the fair value of investments measured on a recurring basis is as follows:

Other
investments

Fair value at fair value Level 1 Level 2 Level 3

External investment Pools:
Santa Cruz County

Treasurer s 246.92L sSZ 46.92r s s

The fair value of a participant's portion in the Santa Cruz County Treasurer's investment pool approximates

the value of that participant's pool shares and the participant's shares are not identified with specific

investments. The investment pool is not registered with the Securities and Exchange Commission as an

investment company and there is no regulatory oversight of its operations. There are no unfunded

commitments or redemption restrictions related to these investments'

The Santa Cruz County Ti"easurer's investment pool invests primarily in the State Treasurer's Local

Government jnvestment Pool, corporate bonds, US Treasury notes, and agency bonds'

5. Receivables:

General Debt service

s

al

Property taxes
Ambulance receivables

Other

Less allowance for doubtful accounts and

contractual adjustments

s 224,875
L43,83r
156,447

s 224,875
'J,43,83r

\6 447

525,L53 525,1"53

94 g?Rq4 q28

s .225 s s 430.225
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TUBAC FIRE DISTRICT

NOTES TO FTNANCIAL STATEMENTS (CONTINUED)

YEAR ENDED JUNE 30, 2018

6. Capitalassets

capital asset activity for the year ended June 30, 2018 was as follows:

Beginning
balance I ncreases Decreases Ending balance

Capital assets, not dePreciated

Land

Total capital assets, not depreciated

Capital assets, depreciated:
Buildings and improvements
Fire equipment
Vehicles

Total capital assets, dePreciated

Less accumulated depreciation for:
Buildings and imProvements
Fire equipment
Vehicles

Total accumulated dePreciation

Total capital assets, depreciated, net

Total capital assets, net

5 257,352 s s s 2s73s2

2,\)\7 ?\)

6,314,708
1,395,506
3 ?7 R71

10.948,08s

to,349
6,314,708
1,405,855
3.

"7 
971

(1,508,919)
(1,Loz,464)

Q,747,72t1

(5.3s9.104)

(152,875)
(84,121lI

(140,300)

10,958.434

(1,66L,794)
(1,186,585)

1l

to,349

5.588.981

s s.846.333

i366,9471

s (366.947)

(377,295) (s,736,400)

5,222,034

s s.479.385s

7. General obligation bonds:

Series A (2009):

The District, pursuant to a special bond election, received voter approval to issue up to S15,000,000 in

general obligation debt to finance various capital improvements. The Project of 2008, Series A (2009)

General Obligation Bonds were issued by the District in the aggregate amount of 56,795,000. The

interest rate ranges trom 3% to 5.5% and the bonds mature July 1, 2028.

27



7

TUBAC FIRE DISTRICT

NOTES TO FINANCIAL STATEMENTS (CONTINUED)

YEAR ENDED JUNE 30, 2018

General obligation bonds (continued):

Future principal and interest payments are as follows

Year ending

Il_ne 30,

20L9
2020
2021,

2022
2023

2024 - 2028

Compensated absences

General obligation bonds -

Series A (2009)

Claims and judgment PaYable

Net pension liabilitY

Principal

s 325,000
340,000
360,000
375,000
395,000

lnterest T

22L,544 $

205,294
L87,444
168,544
148,856

5 546,544
545,294
547,444
543,544
543,856

2.3 o ooo 3 17\ 2. 7 125

8

S4. -s.000 s 1,3 8.807 s s.453,807:

Bond payments are due semi-annually on January 1 and July 1. Prior to June 30, 2018, management had

released the July I,201,8 principal and interest payment of 5428,522, which is held in escrow'

Changes in noncurrent liabilities:

A summary of the changes in noncurrent liabilities for" the year ended June 30, 2018 was as follows

Beginning
balance

Due within one
yearAdditions Reductions Ending balance

5 1,r2,4sr s 75,869 s (85,923) s 702,397 5 51,199

32s,0004,435,OOO

26,000

(310,000)
(26,000)

4,125,OO0

2,386,4372 59 R?7 )6 6n,0

s_o€33299_ 5_+32,46e- L-JLL2E) s-0.013,934-

The General Fund has typically been used to liquidate the liability for pensions and oPEB in prior years.

s 76.799
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TUBAC FIRE DISTRICT

NOTES TO FINANCIAL STATEMENTS (CONTINUED)

YEAR ENDED JUNE 30, 2018

Risk management:

The District is exposed to various risks of loss related to torts; theft ol damage to and destruction of assets;

errors and omissions; injuries to employees; and natural disasters. The District carries commercial insurance

for all such risks of loss, including workers' compensation and employees' health and accident insurance.

Settled claims resulting from these risks have not exceeded commercial insurance coverage in any of the

past three fiscal Years.

Rental receipts:

The District entered into a joint use agreement with a phone company for a tower on the grounds of one of

the District's fire stations. The District also entered into an agreement to lease the helipad and crew

quarters at one of the stations. Rent received under these agreements during 2018 was s187,969.

The future minimum rents to be received are as follows:

Year ending
June 30,

$ 165,900
165,900
165.900

s_4s7 J00_

Commitments and contingencies:

I ntergovernmenta I agreements:
The District is party to a variety of intergovernmental agreements entered into in the ordinary course of

business pursuant to which it may be obligated to provide services outside of its geographic boundaries

and/or receive assistance from other parties. As part of these agreements, the District is obligated to

indemnify other parties for certain liabilities that arise out of, or relate to, the subject matter of the

agreements.

Legal proceedings:

From time to time, the District may be party to certain pending or threatened lawsuits arising out of or

incident to the ordinary course of business for which it carries general liability and other insurance

coverages. ln the opinion of management and based upon consultation with legal counsel, resolution of

any pending or threatened lawsuits will not have a material adverse effect on the District's financial

statements.

10.

1.L

2019
2020
202r
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TUBAC FIRE DISTRICT

NOTES TO FINANCIAL STATEMENTS (CONTINUED)

YEAR ENDED JUNE 30, 2018

1.2. Public Safety Personnel Retirement System (PSPRS)

The District contributes to the public safety Personnel Retirement system (PSPRS). This plan is a component

unit of the State of Arizona.

At June 30, 201g, the District reported on the Statement Net Position and Statement of Activities the

following aggregate amounts related to PSPRS:

Governmental
Activities

Net OPEB assets

Net pension liabilities
Deferred outflows of resources related to pensions and OPEB

Deferred inflows of resources related to pensions and OPEB

Pension and OPEB expense

5 63,188
2,386,437
L,137,385

437,588
491_,359

The District,s accrued payroll and related benefits includes $31,005 of outstanding pension and oPEB

contribution amounts payable to all plans for the year ended June 30, 2018'

The District reported 550,996 of pension and OPEB contributions as expenditures !n the governmental funds

related to all plans in which it contributes'

plan descriptions - District employees who are regularly assigned hazardous duty participate in the Public

safety personnel Retirement system (pspRs). The PSPRS administers an agent multiple-employer defined

benefit pension plan and an agent multiple-employer defined benefit health insurance premium benefit

(OPEB) plan. A nine-member board known as the Board of Trustees and the participating local boards govern

the pSpRS according to the provisions of A.R.S. Title 38, Chapter 5, Article 4. The PSPRS issues publicly

available financial reports that include their financial statements and required supplementary information'

The reports are available on the PSPRS website at www.psprs'com'

Benefits provided - The pSpRS provides retirement, health insurance premium supplement, disability, and

survivor benefits. State statute establishes benefit terms. Retirement, disability, and survivor benefits are

calculated on the basis of age, average monthly compensation, and service credit as follows:
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TUBAC FIRE DISTRICT

NOTES TO FINANCIAL STATEMENTS (CONTINUED)

YEAR ENDED JUNE 30, 2018

L2. Public safety Personnel Retirement System (PSPRS) (continued)

lnitial membershiP date:

Before January t,2OI2 On or afterJanuary t,2O12and
before Julv I,2017

Years of service and age

required to receive

benefit

Final average salary is

based on

Benefit percent Per Year
of service:

Normal retirement

Accidental disability
retirement

Catastrophic disa bilitY
retirement

Ordinary disability
retirement

Survivor benefit:

Retired members

Active member

20 years of service, any age

15 years of service, age 62

Highest 36 consecutive months of
last 20 years

25 years of service or 15 Years of
credited service, age 52.5

Highest 60 consecutive months of
last 20 years

50% less 2.o%for each year of L5%to 25% per year of credited

credited service less than 20 years service, not to exceed 80%

OR plus 2.Oo/oto 2.5%for each Year
of credited service over 20 Years,

not to exceed 80%

50% or normal retirement, whichever is greater

90%for the first 60 months then reduced to either 62.5% or normal

retirement, whichever is greater

Normal retirement calculated with actual years of credited service or 20

years of credited service, whichever is greater, multiplied by years of

credited service (not to exceed 20 years) divided by 20

80% to lOO% of retired member's pension benefit

80% lo 7OO% of accidental disability retirement benefit or !00% of average

monthly compensation if death was the result of injuries received on the
job

Retirement and survivor benefits are subject to automatic cost-of-living adjustments based on inflation. ln

addition, the Legislature may enact permanent one-time benefit increases after a Joint Legislative Budget

Committee analysis of the increase's effects on the plan. PSPRS also provides temporary disability benefits of

50 percent of the member's compensation for up to 12 months.
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TUBAC FIRE DISTRICT

NOTES TO FINANCIAL STATEMENTS (CONTINUED)

YEAR ENDED JUNE 30, 2018

Public Safety Personnel Retirement System (PSPRS) (continued):

Health insurance premium benefits are available to retired or disabled members with 5 years of credited

service. The benefits are payable only with respect to allowable health insurance premiums for which the

member is responsible. Benefits range from Sf SO per month to 5260 per month depending on the age of the

member and dependents

Employees covered by benefit terms - At June 30, 2018, the following employees were covered by the agent

plans' benefit terms:

Pension Health

lnactive employees or beneficiaries currently receiving benefits

lnactive employees entitled to but not yet receiving benefits

Active employees

31 29

Contributions and annual OpEB cost - State statutes establish the pension contribution requirements for active

pspRS employees. ln accordance with state statutes, annual actuarial valuations determine employer

contribution requirements for pSpRS pension and health insurance premium benefits. The combined active

member and employer contribution rates are expected to finance the costs of benefits employees earn

during the year, with an additional amount to finance any unfunded accrued liability. Rates are a percentage

of active members' annual covered payroll.

For the year ended June 30, 2018, active PSPRS members with an initial membership date on or before July

tg,21tt (Tier L employees) were required to contribute 7.65%, members with an initial membership date

after July tg, ZOLL and before July 1-, 2OL7 (Tier 2 employees) were required to contribute 11.55%, and

members with an initial membership date afterJuly 1, 2ot7 (Tier 3 employees)were required to contribute

g.g4%. The District was required to contribute 25.33yo for pension and O.44% for health for Tier 1 and 2

employees, and the District was required to contribute 19.09% for pension and 0.26% for the health for Tier

3 employees. Rates are a pe,rcentage of active members' annual covered payroll'

ln addition, the District is required to contribute at the actuarially determined rate of 9.4r% of annualcovered

payroll of retired members who worked for the District in positions that an employee who contributes to the

PSPRS would tyPicallY fill.

The District's contributions to the pension plan for the year ended June 30, 2018 were 550,125, and

contributions to the opEB plan were S87t. During fiscal year 2018, the District paid for the pension and

OPEB contributions from the General Fund.

6

4

6

2
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TUBAC FIRE DISTRICT

NOTES TO FINANCIAL STATEMENTS (CONTINUED)

YEAR ENDED JUNE 30, 2018

Public Safety Personnel Retirement System (PSPRS) (continued):

Liability - At June 30, 2018, the District reported net pension liability of 52,386,437 and a net OPEB asset of

563,j.gg. The net liabilities were measured as of June 30,2OI7, and the total liability used to calculate the

net asset or liability was determined by an actuarial valuation as of that date. The total liabilities as of June

30,2017, reflect changes of actuarial assumptions based on the results of an actuarial experience study for

the 5-year period ended June 30, 2016, including decreasing the investment rate of return from7.5%lo

7.4yo, decreasing the wage inflation from 4%to 3.5Yo, and updating mortality, withdrawal, disability, and

retirement assumptions. The total pension liabilities also reflect changes of benefit terms for legislation that

changed benefit eligibility and multipliers for employees who became members on or after January I,2012,

and before July 1-, 2aL7, and a court decision that decreased the contribution rates for employees who

became members before July 20, 2011. The court decision will also affect the PSPRS net pension liabilities

measured as of June 30, 2018, because of refunds of excess member contributions. The change in the

District's net pension liabilities as a result of the refunds is not known.

Actuarial assumptions - The significant actuarial assumptions used to measure the total pension/oPEB liability

are as follows:

Actuarial valuation date
Actuarial cost method
lnvestment rate of return

Wage inflation
Price inflation
Permanent benefit increase

Mortality rates

Healthcare cost trend rate

June 30, 2017

Entry age normal
7.4%

3.5%for pension/not applicable for OPEB

2.5%for pension/not applicable for OPEB

lncluded for pension/not applicable for OPEB

RP-2014 tables using MP-2016 improvement

scale with adjustments to match current

experience
Not applicable

Actuarial assumptions used in the June 30, 2017 valuation were based on the results of an actuarial

experience study for the 5-year period ended June 30, 2016.

The long-term expected rate of return on PSPRS plan investments was determined to be 7.40% using a

building-block method in which best-estimate ranges of expected future real rates of return (expected

returns, net of plan investment expenses and inflation) are developed for each major asset class.

33



t2

TUBAC FIRE DISTRICT

NOTES TO FINANCIAL STATEMENTS (CONTINUED)

YEAR ENDED JUNE 30,2018

Public Safety Personnel Retirement System (PSPRS) (continued):

The target allocation and best estimates of geometric real rates of return for each major asset class are

summarized in the following table:

Asset Class Target Allocation

Long-term expected
geometric real rate of

return

U.S. equity
Non-U.S. equitY
Credit opportunities
Private credit
Real estate
GTAA

Real assets

Fixed income
Absolute return
Risk parity
Short-term investments

16%
1,4 %

16%
12%
to%
ro%
9%
s%
2%
4%
) o/"

7.60 %
8.7O o/o

s.83 %

6.75 %
3.75 o/o

3.96 %
4.52 %

1-.25 o/o

3.75 %
5.OO o/o

0.2s %

IOO o/o

Discount rate - At June 30, ZOL7, the discount rate used to measure the total pension/OPEB liability was

7.S}%,which was a decrease of 0.1from the discount rate used as of June 30,2016. The projection of cash

flows used to determine the pSpRS discount rate assumed that plan member contributions will be made at

the current contribution rate and that employer contributions will be made at rates equal to the difference

between the actuarially determined contribution rate and the member rate. Based on those assumptions,

the plans' fiduciary net position was projected to be available to make all projected future benefit payments

of current plan members. Therefore, the long-term expected rate of return on plan investments was applied

to all periods of projected benefit payments to determine the total pension/OPEB liability.
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NOTES TO FINANCIAL STATEMENTS (CONTINUED)

YEAR ENDED JUNE ?O,2OI8

Public Safety Personnel Retirement System (PSPRS) (continued)

Changes in the net pension liability -

a b (a)-( b)

s t.zoz.tq+ s s,goz.goz s z,osg,agzBalances at June 30, 2017

Changes for the year:

Service cost

lnterest on the total pension liability

Changes of benefit terms
Differences between expected and actual

experience in the measurement of the

pension liability
Changes of assumptions or other inputs

Contributions - emPloYer

Contributions - emPloYee

Net investment income
Benefit payments, including refunds of

em ployee contributions
Ad ministrative exPense

Other changes

Net changes

Balances at June 30, 2018

Total pension

liability

292,872
556,O27

76,713

L46,756
245,429

(189,768)

Plan fiduciary
net position

197,996
r80,772
637,304

(189,768)
(6,039)

(18,836)

Net pension

liability

292,872
556,027
76,713

146,756
245,429

(197,996)
(18O,772)
(637,3041

6,039

18.836

L. ozq 1.429 26.500

$ 83,!99173- s-9"r03J36- 5 2,335N-
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TUBAC FIRE DISTRICT

NOTES TO FINANCIAL STATEMENTS (CONTINUED)

YEAR ENDED JUNE 30, 2018

12. Public Safety Personnel Retirement System (PSPRS) (continued)

Changes in the net OPEB liabilitY -
TotalOPEB

liability
a)

Plan fiduciary
net position

(b)

Net OPEB

liability (asset)

b

Balances at June 30,2OL7

Changes for the year:

Service cost
lnterest on the total OPEB liability
Changes of benefit terms
Differences between expected and actual

experience in the measurement of the

OPEB liabilitY
Changes of assumptions or other inputs

Contributions - emPloYer

Contributions - emPloYee

Ad ministrative exPense

Net changes

Balances at June 30, 201-8

District's net Pension liabilitY

District's net OPEB asset

S ZOg,Org S zor,0rr S 2,008

5,467
L5,476

92

(48,339)
(to,r7rl

3,973
23,959

QTLI

)7 7)1

5,467

15,476

92

(48,339)
(L0,r7r)

(3,973)
(23,959)

)11

7 4751 65 1S5)

s L44 s 9.332 s (63,188):

sensitivity of the District,s net pension/opEB (asset) liability to changes in the discount rate - The following

table presents the District's net pension/opEB (assets) liability calculated using the discount rate noted

above, as well as what the District's net pension/oPEB (asset) liability would be if it were calculated using a

discount rate that is 1 percentage point lower (6.40%\ or t percentage point higher {8'4o%) than the current

rate:

l"% decrease

Current
discount rate L% increase

6.40%l (7 40%l 8.40%l

s 3,696,135 s

s (3s,061) s

2,386,437 s

(63,188) s

L,332,677

(83,814)

plan fiduciary net position - Detailed information about the plans' fiduciary net position is available in the

separately issued PSPRS financial report.
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TUBAC FIRE DISTRICT

NOTES TO FINANCIAL STATEMENTS (CONTINUED)

YEAR ENDED JUNE 30,2018

Public Safety Personnel Retirement System (PSPRS) (continued):

Expense - For the year ended June 30, 201"8, the District recognized pension expense for PSPRS of 5493,998,

and oPEB expense (income) of S(2,639).

Deferred outflows/inflows of resources - At June 30, 2OL8, the District reported deferred outflows of

resources and deferred inflows of resources related to pensions and OPEB from the following sources:

Pension Health

Deferred
outflows of
resou rces

Deferred
inflows of
resources

Deferred
outflows of
resources

Deferred
inflows of
resources

Differences between exPected and

actual experience
Changes in assumptions
Net difference between projected and

actual earnings on plan investments

Contributions subsequent to the
measurement date

Year ending

J-U-[-e 30,

s 381-,348 s
642,L53

385,962 $ 42,652
8,974

5

69,846 (6,958)

S i-. 472 s 38s.962 s_l6,os7) 5_51,626-

The amounts reported as deferred outflows of resources related to pensions and OPEB resulting from District

contributions subsequent to the measurement date will be recognized as an increase in the net asset or a

reduction of the net liability in the year ending June 30, 2019. Other amounts reported as deferred outflows

of resources and deferred inflows of resources related to pensions and OPEB will be recognized as expenses

as follows:

50,125 87r

Pension Health

'J.16,932 s
L59,747
tLt,13L
47,060
93,756

759

s (s8.s84)

2019
2020
2021
2022
2023

Thereafter

(8,623)
(8,623)
(8,623)
(8,625)
(6,884)

n7.2061

s

s 707.385
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TUBAC FIRE DISTRICT

NOTES TO FINANCIAL STATEMENTS (CONTINUED)

YEAR ENDED JUNE 30,2018

13. Deferred compensation Plan:

The District sponsors two a57(b) deferred compensation plans for all full-time employees that elect to

participate in a plan. The District can make discretionary contributions to the plans. Employees are

immediately vested in employer contributions to the plan. During the year ended June 30, 2018, the District

did not make any contributions to the plans.
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TUBAC FIRE DISTRICT

SCHEDUTE OF REVENUES, EXPENDITURES AND CHANGES IN FUND BATANCE -

BUDGET TO ACTUAT - GENERAL FUND

YEAR ENDED JUNE 30,2018

Budgeted amounts

Original Final Actual
Variance with
final budeet

Revenues:

Property taxes

Fire district assistance tax

Charges for services

G rants and contributions
Rental income
lnvestment earnings

Other

Total revenues

Expenditures:
Public safety:

Fire protection and emergency
services

Administration and suPPort

Capital outlay

Total exPenditures

Net change in fund balance

Fund balance, beginning of Year

Fund balance, end ofyear

zLO,662 210,662

5 2,248,32L
t26,469
585,104

5 2,248,32L
L26,469
685,104

5 2,2tz,gs3
L26,469
811,105

7,485
L87,969

4,848
o\)

$ (3s,468)

L26,OOr
7,485

(22,693)
4,848

(38.948)

4L,225

(165,100)
(41,055)
(44.6s1)

79,000 79.000

3 556 3,349,s56 3.390.781

2,662,528
632,O28

5 000

2,662,528
632,028
55,000

3.349.556

2,497,428
590,973

10,349

3.349,556 J 750 n 806)

292,O3t

1.s36.5s6

292,O3L

!

1.536.556 1.536,556

s 1.s36.ss6 S 1.53 5.ss5 s 1-.8 587 s 292.031

-
NOTE TO BUDGETARY COMPARISON SCHEDULE

Budgetary basis of accounting:

The District prepares its annual budget on the modified accrual basis of accounting. A budgetary comparison

schedule for the general fund is included as required supplementary information to provide meaningful

comparison of actual results to budget on a budget basis.
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TUBAC FIRE DISTRICT

SCHEDULE OF CHANGES IN NET PENSION LIABILITY AND RELATED RATIOS - AGENT RETIREMENT PLAN (PSPRS)

YEAR ENDED JUNE 30, 2018

(schedule to be built prospectively from 2OL5; 2O1,4 - 2009 information not available)

Reporting date
(Measurement date)

Total pension liability
Service cost
I nterest
Benefit changes

Difference between expected and

actual experience
Assumption changes
Benefit payments, including refunds

of employee contributions
Net change in total pension liability
Total pension liability, beginning

Total pension liability, ending (a)

Plan fiduciary net position
Contributions - employer
Contributions - employee
Pension plan net investment income

Benefit payments, including refunds
of employee contributions

Administrative expense
Other
Net change in fiduciary net position
Plan fiduciary net position, beginning

Plan fiduciary net position, ending (b)

Net pension liability (asset), ending
(a) - (b)

Plan fiduciary net position as a

percentage of total pension

liability

Covered valuation payroll

Net pension liability as a percentage
of covered valuation payroll

q R4s0.173 s 7.362.144

(91 )7n\ (1)) 71r)1

L,735,232
q 6)6 ql)

; s.929pn

2018
(20171

2017
(20151

2A76
(201s)

20L4
(2013)

20t3
QOt2l

2012
(2011)

20tL
(2010)

20ro
(2009)

2009
(2008)

292,872 s
556,O27

76,7L3

L46,756
245,429

{1 RC 768)

254,855 s
448,526
481,586

330,88s
300,5s0

240,L2I s
205,r84

29,535

(8L,27o],

(4,6s0)
l1 -7q-7\

387,r23
4.915.184

31,r,70A s
422,807

(276,472)

335,325
5.29t,587

2r6,3t9 s
163,26r
169,662

(r22,7tol
(4,s241

{3.402)
418,606

4.496.574

20L5
QOLAI

322,328 s
373,252
43,868

(34s,760)

340,993

l7? 4qql

661,222
4.630.365

g s.291.s87 S

229,28r s
L59,842
519,359

(73,4s9)

(L39.2721

695,75r
1 AOO A?7

$
ss s$$

L,r28,O29
7.362.L44 ( q ( ( q

s 197,996 s
180,772
637,304

s s s s s

(189,678)
(6,039)

f1 R a?61

801,519
c 102 ?o7

s_9J€e9-

S 2,386,347

4 5102.307 s 4.91s.184 s 4.496.578 S.q-(-(-q-

%

s

5 2,Oss,837 5 7rt,728 $ 795,009 s sss $ s

7r.89 %

r,242,562

L92.O5 %

72.A2%

S 1,304,272 S

L57.93 %

87.35 %

1,403,883

50.70 %

84.98%

s r,6o7,6L2 $

49.45 %

%%%%

s$$s

%%

s

%

See accompanying notes to pension/OPEB plan schedules

%
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TUBAC FIRE DISTRICT

SCHEDULE OF CHANGES tN NET OPEB LTABTLTW (ASSET) AND RELATED RATIOS - AGENT RETIREMENT PLAN (PSPRS)

YEAR ENDED JUNE 30, 2018

(schedule to be built prospectively from 2OL8; 2Ot7 - 2009 information not available)

Reporting date
(Measurement date)

Total OPEB liability
Service cost
lnterest
Benefit changes

Difference between expected and
actual experience

Assumption changes

Benefit payments, including refunds

of employee contributions
Net change in total OPEB liability
Total OPEB liability, beginning

Total oPEB liability, ending (a)

Plan fiduciary net position
Contributions - employer
Contributions - employee
OPEB plan net investment income

Benefit payments, including refunds

of employee contributions
Administrative expense
Other
Net change in fiduciary net position
Plan fiduciary net position, beginning

Plan fiduciary net position, ending (b)

Net OPEB liability (asset), ending (a) -
(b)

Plan fiduciary net position as a

percentage of total oPEB liability

Covered valuation payroll

Net OPEB liability as a percentage of
covered valuation payroll

20L8
(2017]'

20L7
(2016)

20L6
(201s)

7015
(20r41

20L4
(201"3)

20L3

QOLzI

20L2
(2011)

201L
t2010)

20L0
(2009)

2009
(2008)

sssss 5ss

(
I(-

5,467 $

t5,476
92

s

2o3'6L9 

- 
--

s 166.144 S S

(48,339)
(L0,171)

{37,47s1

3,973 s

23,959

(-

-

(- ( s
(

s s 5 s s 5 s s $

Qn)

27,72r
2OL,6LT

I ))q 1?,)

-

(_(-

$ (63,188) s

t38.O3 %

S L,242,s62 S

(s.0e)%

ss$

ss

%

$

%

s

s

%

s

s

$

$

%

s

%

s ss

%%%%

See accompanying notes to pension/OPEB plan schedules 4T



TUBAC FIRE DISTRICT

SCHEDULE OF PENSION CONTRIBUTIONS

YEAR ENDED JUNE 30, 2018

PSPRS - pension (schedule to be built prospectively from 2OL5;2Ot4 - 2009 information not available)

Reporting fiscal year 20ta 20L7 20t6 20L5 20r4 2013

Actuarially determined contribution
Contributions in relation to the

actuarially determined contribution

Contribution deficiency (excess)

District's covered payroll

Contributions as a percentage of
covered payroll

Actuarially determined contribution
Contributions in relation to the

actuarially determined contribution

Contribution defi ciency (excess)

District's covered payroll

Contributions as a percentage of
covered payroll

s 330,704 5 24O,L2r S 216,319 5 229,28t S

50 qg6 )4rl.1?\ 2t6.3r9 ))9 )9,1

s 279.708 s

ss

(-(-

20L2 2A]-I 2010 2009

2009

s s

( ( s -__

%%

PSPRS - health (schedule to be built prospectively from 2Ot8;2OL7 - 2009 information not available)

Reporting fiscal year 2018 2017 201"6 2015 20L4 20L3

r,597,615 L,242,562 1,304,272 1,403,883

20.70 % 18.41,% L5.4r % 14.26 %

871. 5

P-71

%

t_

2012 20t1 2010

s

lo

(

s

(

5 5s55s5s

( q q q q

1,597,6L5

o.o5 % %% % %

See accompanying notes to pension/OPEB plan schedules 42
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TUBAC FIRE DISTRICT

NOTES TO SCHEDUTE OF PENSION CONTRIBUTIONS

YEAR ENDED JUNE 30, 2018

Actuarially determined contribution rates:

Actuarial determined contribution rates for PSPRS are calculated as of June 30 two years prior to the end of

the fiscal year in which contributions are made. The actuarial methods and assumptions used to establish

the contribution requirements are as follows:

Actuarial cost method

Amortization method

Remaining amortization period as of the 2016

actuarialvaluation

Asset valuation method

Actua rial assum Ptions:

lnvestment rate of return

Salary increase

Wage growth

Retirement age

Mortality

Entry age normal

Level percent-of-pay, closed

20 years for unfunded,

20 years for overfunded

7 year smoothed market; 80%/I20% corridor

ln the 2016 actuarial valuation, the investment rate of

return was decreased from 7 .85% to 7 .5o/o' ln the 2013

actuarial valuation, the investment rate of return was

decreased from 8.O% to 7 .85%

ln the 2014 actuarialvaluation, projected salary

increases were decreased from 4.5%-8.5%lo 4.A%-

8.0%. ln the 2013 actuarialvaluation, projected salary

increases were decreased from 5.O% - 9'0% to 4.5o/o -
8.SYo.

ln the 201-4 actuarial valuation, wage growth was

decreased from 4.5%lo 4.O%. ln the 2013 actuarial

valuation, wage growth was decreased from 5.0%to
4.s%.

Experience-based table of rates that is specific to the

type of eligibility condition. Last updated for the 2012

valuation pursuant to an experience study of the period

July 1-, 2006 - June 30, 201-1.

RP-2000 mortality table (adjusted by 105% for both

males and females).
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TUBAC FIRE DISTRICT

NOTES TO SCHEDULE OF PENSION/OPEB CONTRIBUTIONS (CONTINUED)

YEAR ENDED JUNE 30,2018

2. Factors than affect trends

Arizona courts have ruled that provisions of a2OtI law that changed the mechanism for funding permanent

pension benefit increases and increased employee pension contribution rates were unconstitutional or a

breach of contract because those provisions apply to individuals who were members as of the law's effective

date. As a result, the PSPRS changed benefit terms to reflect the prior mechanism for funding permanent

benefit increases for those members and revised actuarial assumptions to explicitly value future permanent

benefit increases. pSpRS also reduced those members' employee contribution rates. These changes are

reflected in the plans' pension liabilities for fiscal year 20L5 (measurement date 2O1'4) for members who

were retired as of the law's effective date and fiscal year 2018 (measurement date 2OL7\ for members who

retired or will retire after the law's effective date. These changes also increased the PSPRS-required pension

contributions beginning in fiscal year 20L6 for members who were retired as of the law's effective date.

These changes will increase the PSPRS-required contributions beginning in fiscal year 2019 for members who

retired or will retire after the law's effective date. Also, the District refunded excess employee contributions

to pSpRS members. pSpRS allowed the District to reduce its actual employer contributions for the refund

amounts. As a result, the District's pension contributions were less than the actuarially or statutorily

determined contributions for 2018.
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Report of lnternal Control and on Compliance



-- BeochFleischmon

lndependent Auditors' Report on lnternal Control Over Financial Reporting and on
Compliance and Other Matters Based on an Audit of Financial Statements Performed in

Accordance wilh Government Auditing Standords

Governing Board and Management
Tubac Fire District
Tubac, Arizona

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 Stondords issued by the Comptroller
General of the United States, the financial statements of the governmental activities and each major fund of Tubac
Fire 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 and have issued our report thereon dated December
20,2018.

lnternal Control over Financial Reporting

ln planning and performing our audit of the financial statements, we considered the 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 opinion on the financial statements, but not for the purpose of expressing an opinion
on the effectiveness of the District's internal control. Accordingly, we do not express an opinion on the effectiveness
of the 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 and therefore, material weaknesses and significant deficiencies may exist that were not identified.
Given these limitations, during our audit we did not identify any deficiencies in internal control that we consider to
be material weaknesses. However, material weaknesses may exist that have not been identified. We did identify
certain deficiencies in internal control, described in the accompanying schedule of findings and responses that we
consider to be significant deficiencies. (2018-001 and 2018-002).

BeochFleischmon PC r beqchfleischmqn.com

1985 E. River Rd., Suite 201, Tucson, AZ 85718-7176 c 520.321.4600

2201 E. Comelbocl< Rd., Suite 200, Phoenix, AZ85016-5451 o 6O2.265.7Q11
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Compliance and Other Matters

As part of obtaining reasonable assurance about whether the District's financial statements are free from material

misstatement, we performed tests of its compliance with certain provisions of 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.

Report on compliance with state of Arizona Regulatory Requirements

ln connection with our audit, nothing contrary came to our attention that caused us to believe that Tubac Fire

Dislict incurred any debt or liability in excess of taxes levied and to be collected and the monies actually available

and unencumbered at that time in the District's general fund, except for those liabilities as prescribed in Arizona

Revised Statutes section 48-805, subsection B, paragraph 2 and sections 48-806 and 48-807, or that the District

failed to comply with Arizona Revised Statutes section 48-805.02, subsection F. However, our audit was not directed

primarily toward obtaining knowledge of such noncompliance. This report is supplemental reporting as required by

Arizona statutes intended solely for the information and use of management and the members of the Arizona State

Legislature and is not intended to be and should not be used by anyone other than these specified parties.

The Disffict's Response to Findings

The District's response to the findings identified in our audit is described in the accompanying schedule of findings

and responses. The District's response was not subjected to the auditing procedures applied in the audit of the

financial statements and, accordingly, we express no opinion on it.

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 District's internal control or on

compliance. This report is an integral part of an audit performed in accordance with Government Auditing Standords

in considering the District's internal control and compliance. Accordingly, this communication is not suitable for any

other purpose.

rl*#Ul*,,*, PC

Tucson, Arizona

December 20,2Ot8
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TUBAC FIRE DISTRICT

SCHEDULE OF FINDINGS AND RESPONSES

YEAR ENDED JUNE 30,2018

FINDINGS RELATED TO FINANCIAL STATEMENTS REPORTED IN ACCORDANCE WITH GOVERNMENTAL AUDITING

STANDARDS

2018-001

Criterio:
The District is responsible for establishing and maintaining a system of internal control and procedures over the

payroll process.

Condition / Context:
e Fire suppression employees have unique FLSA overtime rules, and the payroll system appeared to be

compensating employees for overtime on their normal shift schedule; however, that overtime pay was

not appropriately reflected on individual pay stubs. Contributing to this was inadequate documentation

of hourly rates for non-exempt employees in personnel files during the first half of the year.

Recommendation:
We recommend all personnel files contain hourly pay rate documentation signed by the Fire Chief for non-exempt

employees. Further, these personnel files should contain documentation that the employee is considered non-

exempt. We recommend payroll be processed based on these approved hourly rates, rather than predetermined

annual amounts.

This is a repeat finding.

View of responsible officiols:
Management has made significant improvements in the payroll process during the year. Starting January 2018, the

District changed it's payroll procedures to appropriately reflect overtime pay on pay stubs. The District engaged the

James Vincent Group (JVG) in February 2018, and as a result, certain other payroll changes were initiated. These

changes include preparing a personnel Action Form (PAF) for each employee's personnel file. The PAF includes

hourly rates for each employee, supervisor signature, and pay rates/reasons for each payroll change. During this

process, it was discovered that when converting annual salaries to hourly wages the calculation was done incorrectly

resulting in hourly rates that were higher than previously approved. As a result, JVG notified the board and a new

pay scale with these hourly rates was adopted.

47



TUBAC FIRE DISTRIGT

SGHEDULE OF FINDINGS AND RESPONSES (CONTINUED)

YEAR ENDED JUNE 30, 2018

20L8-002

Criteria:
The District is responsible for establishing and maintaining a system of internal control and procedures over the cash

disbursements process.

Condition / Context:
o During our review of cash disbursement transactions, we noted there is not a clear policy on when purchase

orders are required. Purchase orders are prepared when requested by vendors and for certain

expenses, but are not functioning as a consistent pre-approval process.

r The individual responsible for preparing bank reconciliations also prepares the checks, and has ability to

enter or modify expenses in the general ledger.

Recommendation:
We recommend the District evaluate and create a policy for which type of disbursements should require pre-

approval. The policy should set parameters of which level of employees have approval authority, which can vary

based on the type and dollar amount of requested items. All employees should be educated on the correct purchase

order policy. Further, we recommend the bank reconciliation process be done by an individual not involved in the

recording of expenses or preparing of checks to ensure adequate segregation of duties'

This is a repeat finding.

View of responsible officiols:
The District engaged the James Vincent Group (JVG) in February 2018. JVG helped the District create a purchase

order policy so that purchase orders function as a pre-approval process. This policy was implemented in June 2018.

Further, JVG started preparing the bank reconciliation in February 2Ot8, to segregate the duties, so the individual

preparing checks and recording expenses is no longer preparing the bank reconciliations.
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