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March 30, 2018

Lake Valley Fire Protection District

South Lake Tahoe, CA
INDEPENDENT AUDITOR'S REPORT

We have audited the accompanying financial statements of Lake Valley Fire Protection District as of and 
for the year-ended June 30, 2017, 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 of material misstatement, whether due to fraud or 
error.  

Auditor’s Responsibility

Our responsibility is to express an opinion 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 applicable to financial audits contained in Governmental Auditing Standards 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 of material 
misstatement.  

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in 
the financial statements.  The procedures selected depend on the auditor’s judgment, including the 
assessment of the risks of material misstatement of the financial statements, whether due to fraud or 
error.  In making those risk assessments, the auditor considers internal control relevant to the entity’s 
preparation and fair presentation of the financial statements in order to design audit procedures that 
are appropriate in the circumstances, but not for the purpose of expressing an opinion on the 
effectiveness of the entity’s internal control.  Accordingly, we express no such opinion.  An audit also 
includes evaluating the appropriateness of accounting policies used and the reasonableness of 
significant accounting estimates made by management, as well as evaluating the overall presentation of 
the financial statements.   

We believe that our audit evidence we have obtained is sufficient and appropriate to provide a basis for 
our audit opinion.  
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Opinion

In our opinion, the financial statements referred to above present fairly, in all material respects, the 
financial position of Lake Valley Fire Protection District as of June 30, 2017, and the respective changes 
in financial position, and cash flows for the years then ended, in conformity with accounting principles 
generally accepted in the United States of America.

Other Matters

The District has not presented Management’s Discussion and Analysis or budgetary comparison 
information that accounting principles generally accepted in the United States of America require 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 financial statements in an appropriate 
operational, economic, or historical context.  

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated March 30, 
2018, on our consideration of the Lake Valley Fire Protection 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 the internal control over financial reporting or on compliance. That report is an 
integral part of an audit performed in accordance with Government Auditing Standards and should be 
considered in assessing the results of our audit.

Pehling & Pehling, CPA’s
An Accountancy Corporation
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GOVERNMENT-WIDE	FINANCIAL	STATEMENTS



ASSETS 2017 2016

Current Assets:

Cash (Note 2) 2,519,368 2,616,278     

Accounts Receivable (Note 3) 197,637 209,958        

Total Current Assets 2,717,005     2,826,236     

Capital Assets: (Note 1 - Capital Assets)

Land 131,232 131,232        
Buildings & Improvements 1,834,113 1,825,065     

Vehicles 2,510,514 3,159,127     
Firefighting Equipment 493,140 -                      

Less: Accumulated Depreciation (2,811,458)    (2,802,678)   

Total Capital Assets 2,157,541     2,312,746     

TOTAL ASSETS 4,874,546     5,138,982     

DEFERRED OUTFLOW
Deferred Grant Retention ( Note 1 - Deferred Outflows) 150,590 139,773        
GASB 68 Pension (Note 7) 1,983,502 683,806        

TOTAL DEFERRED OUTFLOW 2,134,092     823,579        

TOTAL ASSETS AND DEFERRED OUTFLOWS 7,008,638     5,962,561     

LIABILITIES

Current Liabilities:
Accounts Payable 159,046 101,356        
Accrued Payroll Liabilities 84,411 239,134        
Accrued Compensated Absences (Note 4) 974,066 855,644        
Unearned Revenue (Note 1 - Unearned Revenue) 341,414 149,652        

Current Portion of Long-term Debt 204,839         204,839        

Total Current Liabilities 1,763,776     1,550,624     

Long-term Liabilities:

Long Term Debt (Note 5) 204,838 409,677        
Net Pension Liability (Note 7) 7,506,852 5,595,676     

Net Other Post Employment Benefit (Note 6) 486,998 427,423        

Total Long-term Liabilities 8,198,688     6,432,776     

TOTAL LIABILITIES 9,962,464     7,983,401     

DEFERRED INFLOWS
452,200 1,486,296     

TOTAL DEFERRED INFLOWS 452,200         1,486,296     

TOTAL LIABILITIES AND DEFERRED INFLOWS 10,414,664   9,469,697     

NET POSITION

Net Investment in Capital Assets 2,157,541     2,312,746     

Restricted

Capital Projects 90,779 90,779          
Other Purposes 107,266 24,324          

Unrestricted (5,761,612)    (5,934,985)   

TOTAL NET POSITION (3,406,026)$  (3,507,136)$ 

GASB 68 Pension (Note 7)

Lake	Valley	Fire	Protection	District

Statement	of	Net	Position
June	30,	2017

The accompanying notes are an integral part of these financial statements.
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2017 2016

Governmental Activities

Public Protection 5,576,256 1,036,533 360,459 (4,179,264)                        (3,744,516)                     

Interest on Long-Term Debt 25,195 -                 -                        (25,195)                              (16,797)                           

Depreciation (Unallocated) 178,263 -                 -                        (178,263)                           (182,102)                         

Total Governmental Activites (4,382,722)                        (3,943,415)                     

General Revenues:

Tax Revenue 4,156,045 3,950,522                       

Direct Assesment 150,359 151,849                          

Developer Fees 15,750 12,750                            

Interest & Investment Earnings 43,528 41,740                            

Miscellaneous 27,771 8,757                               

Sale of Fixed Assets 90,379 -                                   

Total General Revenues 4,483,832                         4,165,618                       

NET CHANGE IN NET POSITION 101,110                             222,203                          

NET POSITION, BEGINNING OF YEAR (3,507,136)                        (3,500,060)                     
Prior-period Adjustment (229,279)                         

NET POSITION, END OF YEAR (3,406,026)$                      (3,507,136)$                   

Lake	Valley	Fire	Protection	District

Statement	of	Activities

For	the	Year-Ended

June 30, 2017

Expenses

Operating Revenues

Charges for 

Services

Operating 

Grants and 

Contributions

Excess of 

Revenues/(Expenses)

Excess of 

Revenues/(Expenses)

The accompanying notes are an integral part of these financial statements.
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GOVERNMENT	FUNDS FINANCIAL	STATEMENTS



2017 2016

ASSETS & DEFERRED OUTFLOW

Assets:
Cash (Note 2) 2,519,368 2,616,278$  
Accounts Receivable (Note 3) 197,637 209,958       

Total Assets 2,717,005    2,826,236    

Deferred Outflow:

Deferred Grant Retention ( Note 1 - Deferred Outflows) 150,590 139,773       

Total Deferred Outflow 150,590       139,773       

TOTAL ASSETS & DEFERRED OUTFLOWS 2,867,595    2,966,009    

LIABILITIES & FUND BALANCES

Liabilities:
Accounts Payable 159,046 101,356       

Accrued Payroll 84,411 239,134       
Unearned Revenue (Note 1 - Unearned Revenue) 341,414 149,652       

Total Liabilities 584,871       490,142       

Fund Balances:
Unassigned 1,411,941    1,794,178    
NonSpendable 500               500               

Restricted 107,266       169,647       
Committed 763,017       511,542       

Total Fund Balance 2,282,724    2,475,867    

TOTAL LIABILITIES & 
FUND BALANCE 2,867,595$ 2,966,009$  

Lake	Valley	Fire	Protection	District

Balance	Sheet
June	30,	2017

The accompanying notes are an integral part of these financial statements.
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Lake Valley Fire Protection District

RECONCILIATION OF THE GOVERNMENTAL FUNDS BALANCE SHEET

TO THE GOVERNMENT-WIDE STATEMENT OF NET POSITION

June 30,2017

2017

Total Fund Balances - Governmental Funds 2,282,724$      

Capital Assets used in Governmental Funds are not financial resources and therefore are not 

reported as assets in the Governmental Funds.

   Total Historical Cost of Capital Assets 4,968,999

   Less: Accumulated Depreciation (2,811,458)

Compensated Absences are reported in the Government-Wide Statement of Net Assets, but 

they do not require the use of current financial resources.  Therefore, the liability is not 

reported in Governmental Funds. (974,066)

Net Other Postemployment Benefits Obligation is not do and payable in the current period 

and therefore is not reported as a liability in the Governmental Funds.  Net Other 

Postemployment Benefits Obligation at June 30 were: (486,998)

Deferred Outflows not due and receivable in the current period and therefore are not 

reported as an asset in the governmental funds.  This is comprised of GASB 68 Pension 

Outflows.  Deferred Outflows at June 30 was: 1,983,502

Deferred Inflows are not due in the current period and therefore, are not reported as 

liabilities in the governmental funds.This is comprised of GASB 68 Pension Inflows.  Deferred 

Inflows at June 30 was: (452,200)

Long-term liabilities are not due in the current period and therefore, are not reported as 

liabilities in the governmental funds.
(7,916,529)

Net Position (3,406,026)$     

The accompanying notes are an integral part of these financial statemnets
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REVENUE 2017 2016

Taxes and Intergovernmental 4,156,045 3,950,522$         

Charges for Services 1,036,533 1,108,352           

Direct Assessment 150,359 151,849              

Developer Fees 15,750 12,750                 

Grant Revenue 360,464 629,935              

Other Revenue 27,771 41,740                 

Sale of Fixed Assets 145,770 -                       

Use of Money & Property 43,528 8,757                   

TOTAL REVENUE 5,936,220             5,903,905           

EXPENDITURES

Debt Service

Principle Retirement 204,838 204,839              

Interest Expense 25,195 33,594                 

Capital Assets 78,453 21,015                 

Insurance 26,681 24,621                 

Maintenance 158,555 107,494              

Other Charges -                         14,235                 

Professional Fees 187,042 105,047              

Salaries and Employee Benefits 4,980,268 4,915,510           

Services, Supplies and Refunds 178,621 60,793                 

Special Department Expense 187,076 436,406              

Transportation & Travel 66,736 21,172                 

Utilities 35,898 68,174                 

TOTAL EXPENDITURES 6,129,363             6,012,900           

Excess (Deficit) Revenues over Expenditures (193,143)               (108,995)             

Prior-Period Adjustment -                     (203,946)             

CHANGE IN FUND BALANCE (193,143)               (312,941)             

FUND BALANCE, BEGINNING OF YEAR 2,475,867             2,788,808$         

FUND BALANCE, END OF YEAR 2,282,724$           2,475,867$         

Lake	Valley	Fire	Protection	District

Statement	of	Revenues,	Expenditures	&	Change	in	Fund	Balance

For	the	Year	Ended
June 30, 2017

The accompanying notes are an integral part of these financial statements.
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Lake Valley Fire Protection District

RECONCILIATION OF THE STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN 

FUND BALANCE OF GOVERNMENTAL FUNDS TO THE STATEMENT OF ACTIVITIES

June 30,2017

Net Change in Fund Balances - Total Governmental Funds (193,143)$    

Amounts reported for governmental activities in the Statement of Activities are different as 

follows:

Governmental Funds report capital outlays as expenditures.  However, in the Statement of 

Activities, the cost of these assets are allocated over the estimated useful lives as 

depreciation expense.  This is the amount by which capital outlays exceeded depreciation 

expense during the year

     Current Year Capital Outlays 78,453          

     Less: Current Year Depreciation Expense (178,263)      

In the Governmental Funds CalPers expenditures are measured by the amount of financial 

resources used, which is the amounts actually paid.  In the Government-Wide Statement of 

Activities, CalPers expenditures  are measured by the amounts expensed during the year

422,613

In the Governmental Funds revenues are measured by the amount of financial resources 

received.  In the Government-Wide Statement of Activities, revenues  are measured by the 

amounts earned during the year

(55,391)

In the Governmental Funds compensated absences (sick pay and vacation) are measured by 

the amount of financial resources used, which is the amounts actually paid.  In the 

Government-Wide Statement of Activities, compensated absences are measured by the 

amounts earned during the year (118,422)

Repayment of principle on long-term  liabilities is an expenditure for Governmental funds, 

but the repayment reduces long-term liabilities on the Government-Wide Statement of Net 

Position. Principle payments made on long-term liabilities during the year consist of:
204,838        

In the Government Funds Retiree healthcare expenditures is measured by the amount of 

financial resources used, which is the amounts actually paid.  In the Government-Wide 

Statement of Activities,Retiree healthcare expense is measured by the amounts accrued 

during the year.  Retiree healthcare paid was more of (less) than accrued.
(59,575)

Change in Net Position of Governmental Activities 101,110$     

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

NOTES TO FINANCIAL STATEMENTS
FOR THE FISCAL YEAR ENDED June 30, 2017
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Lake Valley Fire Protection District (the “District”) was organized in 1947 to provide fire protection within 

an area surrounding Lake Tahoe, of incorporated areas of the City of South Lake Tahoe.  Powers of the 

District are exercised through a five member Board of Directors elected by the voting population within 

the District.

The District operates three fire stations, employs twenty six (26) full time firefighters, an administrative 

Assistant/PIO, a Fire Mechanic, a part-time Fuels Division Office Manager.  In addition, the District is a 

member agency of the Cal Tahoe Emergency Services Operations Authority, which provides advanced life 

support emergency medical services, including ambulance transport within the South Lake Tahoe Region 

(El Dorado County Service Area 3).

The District’s mission is to protect its community, it’s people, and environment by providing the highest 
level of fire suppression, emergency medical, rescue, disaster, hazardous materials and fire prevention 
services to all residents and visitors in the District.

Note 1 - Significant Accounting Policies

Accounting Principles

The financial statements of the District have been prepared in conformity with general accepted 

accounting principles (GAAP) as applied to governmental units. The Governmental Accounting Standards 

Board (GASB) and the American Institute of Certified Public Accountants (AICPA) are the accepted 

standard-setting bodies for establishing governmental accounting and financial reporting principles. The 

more significant of the District’s accounting policies are described below

Basis of Accounting and Measurement Focus
The accounts of the District are organized on the basis of funds, or account groups, each of which is 

considered a separate accounting entity. The operations of each fund are accounted for with a separate 

set of self-balancing accounts that comprise its assets, liabilities, fund equity, revenues, and expenditures 

or expenses, as appropriate. Governmental resources are allocated to and accounted for in individual 

funds based upon the purposes for which they are to be spent and the means by which spending activities 

are controlled.

Financial Statement Presentation

Government-Wide Financial Statements
The District Government-Wide Financial Statements include a Statement of Net Position and a Statement 

of Activities and Changes in Net Position. These statements present summaries of Governmental and 

Business-Type Activities for the District accompanied by a total column. 

These statements are presented on an “economic resources” measurement focus and the accrual basis 

of accounting. Accordingly, all of the District’s assets and liabilities, including capital assets as well as 

infrastructure assets and long-term liabilities, are included in the accompanying Statement of Net 

Position. The Statement of Activities presents changes in net position. Under the accrual basis of 

accounting, revenues are recognized in the period in which they are earned while expenses are recognized 

in the period in which the liability is incurred. The types of transactions reported as program revenues for 



LAKE VALLEY FIRE PROTECTION DISTRICT

NOTES TO FINANCIAL STATEMENTS
FOR THE FISCAL YEAR ENDED June 30, 2017
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the District are reported in three categories: 1) charges for services, 2) operating grants and contributions, 

and 3) capital grants and contributions.

Certain eliminations have been made as prescribed by GASB Statement No. 34 in regards to interfund 

activities, payables and receivables. All internal balances in the Statement of Net Position have been 

eliminated except those representing balances between the governmental activities and the business-

type activities, which are presented as internal balances and eliminated in the total primary government 

column. In the Statement of Activities, internal service fund transactions have been eliminated; however, 

those transactions between governmental and business-type activities have not been eliminated.

The District's governmental-wide fund balance is classified in the following categories:

Net Investment in Capital Assets - Includes amount of the fund balance that is invested in capital 

assets net of any related debt.

Restricted - Includes amounts that can be spent only for the specific purposes stipulated by a 

formal action of the government's highest level of decision-making authority, external resource 

providers, constitutionally, or through enabling legislation.

Unrestricted - Includes amounts that are technically available for any purpose and includes all 

amounts not contained in other classifications.

Fund Financial Statements
Governmental Fund Financial Statements include a Balance Sheet and a Statement of Revenues, 

Expenditures and Changes in Fund Balances for all major governmental funds and non-major funds 

aggregated. An accompanying schedule is presented to reconcile and explain the differences in fund 

balances and changes in fund balances as presented in these statements to the net position and changes 

in net position presented in the Government-Wide financial statements. The District has presented all 

major funds that met those qualifications.

All governmental funds are accounted for on a spending or “current financial resources” measurement 

focus and the modified accrual basis of accounting. Accordingly, only current assets and current liabilities 

are included on the Balance Sheets. The Statement of Revenues, Expenditures and Changes in Fund 

Balances present increases (revenues and other financing sources) and decreases (expenditures and other 

financing uses) in net current assets. Under the modified accrual basis of accounting, revenues are 

recognized in the accounting period in which they become both measurable and available to finance 

expenditures of the current period. Accordingly, revenues are recorded when received in cash, except 

that revenues subject to accrual (generally 60 days after year-end) are recognized when due. The primary 

revenue sources, which have been treated as susceptible to accrual by the District, are property tax, 

intergovernmental revenues and other taxes. Expenditures are recorded in the accounting period in which 

the related fund liability is incurred.

Nonspendable - Includes amounts that are not in a spendable form or are required to be 

maintained intact.
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Restricted - Includes amounts that can be spent only for the specific purposes stipulated by 

external resource providers, constitutionally, or through enabling legislation.

Committed - Includes amounts that can be used only for the specific purposes determined by a 

formal action of the government's highest level of decision-making authority.  Commitments may 

be changed or lifted only by the government take the same formal action that imposed the 

constraint originally.

Assigned - Includes amounts intended to be used by the government for specific purposes.  Intent 

can be expressed by the governing body or by an official or body to which the governing body 

delegates authority.

Unassigned - Includes amounts that are technically available for any purpose and includes all 

amounts not contained in other classifications.

Use of Restricted/Unrestricted Net Position
When an expense is incurred for purposes for which both restricted and unrestricted net position are 

available, the District's policy is to apply restricted net position first.

Budgets and Budgetary Accounting
An annual budget is adopted on a basis consistent with generally accepted accounting principles for all 

governmental funds.  By state law, the District’s Board of Directors must adopt a final budget no later than 

July 1.  A public hearing must be conducted to receive comments prior to adoption.  The District’s 

Governing board satisfied these requirements.

This budget is reviewed by the District Board of Directors during the year to give consideration to 

unanticipated income and expenditures.  The final revised budget is presented for the General Fund as 

required supplementary information in the financial statements.

Pooled Cash and Investments

The County sponsors an investment pool that is managed by the County Treasurer for the purpose of 

increasing interest earnings through investment activities.  Cash and investments for most County 

activities are included in the investment pool.  Interest earned on the investment pool is distributed to 

the participating funds monthly using a formula based on the average daily balance of each fund

The California Government Code requires California banks and savings and loan associations to secure the 

County's cash deposits by pledging securities as collateral.  This Code states that collateral pledged in this 

manner shall have the effect of perfecting a security interest in such a collateral superior to those of a 

general creditor.  Thus, collateral for cash deposits is considered to be held in the County's name.

In accordance with GASB Statement No. 31, Accounting and Financial Reporting for Certain Investments 

and for External Investment Pools, investments were stated at cost, as the fair market value adjustment 

at the yearend was immaterial.
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Accounts Receivable
On an accrual basis, revenues are recognized in the fiscal year in which the services are rendered. The 
District has not established an allowance for uncollectable receivables for Governmental or Grant Funds 
since prior experience has shown that uncollectable receivables are not significant.

Capital Assets
Capital assets purchased or acquired with an original cost of $500 or more are reported at historical cost 

or estimated historical cost.  Contributed assets are reported at fair market value as of the date received.  

Additions, improvements and other capital outlays that significantly extend the useful life of an asset are 

capitalized.  Other costs incurred for repairs and maintenance are expensed as incurred.  Depreciation on 

all assets is provided on the straight-line basis over and estimated useful life of 5 to 10 years depending 

on the asset class. The District currently does not have formal capitalization and depreciation policies.

Deferred Outflows/Inflows of Resources
In addition to assets, the statement of financial position will sometimes report a separate section for 

deferred inflows of resources.  This separate financial statement element, deferred outflow/inflows of 

resources, represents an acquisition/disposition of net position that applies to future period(s) and will 

not be recognized as an outflow/inflow of resources until that time.

Liability for Compensated Absences
The District is required to recognize a liability for employees' rights to receive compensation for future 

absences.  All vacation and vested sick pay is accrued when incurred in the government-wide financial 

statements. A liability for these amounts is reported in the governmental funds only if they have matured, 

for example, as a result of employee resignations and retirements.  

Unearned Revenue
The District recognizes a liability when it receives money in advance of providing services.  Other unearned 

revenues are recorded as an offset for deferred outflows relating to retention.  Upon final grant closeout 

revenues will be released to the District.

Long-Term Obligations
In the government-wide financial statements, long-term debt and other long-term obligations are 

reported as liabilities in the statement of net position

Property Taxes
The District receives property taxes from El Dorado County.  Property taxes become a lien on the first day 

of the year they are levied.  Secured property tax is levied on July 1 and due in two installments, on 

November 1 and February 1.  They become delinquent on December 10 and April 10 respectively.  The 

District elected to receive the property taxes from the County under the Teeter Bill Program which results 

in the District receiving the cash equivalent of 100% of the taxes for that year regardless of their collection 

status.  The County retains all penalties and interest which are collected with delinquent taxes.  The 

District currently levies a direct assessment at a tax rate of $10 per unimproved parcel, $20 per residential 

parcel and $40 per commercial parcel.  This assessment was approved by the voters.  The District receives 

these taxes in installments as they are collected.
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Estimates
The preparation of financial statements in conformity with accounting principles generally accepted in the 

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

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

the financial statements and the reported amount of revenues and expenses during the reporting period. 

Actual results could differ from those estimates.

Note 2 – Cash

Summary of Cash 

Amount Credit Quality Rating

County Treasury 2,518,868$       Not Rated

Commercial Banks 500                    Not Rated

Total Cash 2,519,368$       

Cash in County Treasury
The District maintains substantially all of its cash with the county treasurer as an involuntary participant 

of a common investment pool.  Interest is deposited into participating funds.  The balance available for 

withdrawl is based on the accounting records maintained by the county treasurer, which is recorded on 

the amortized cost basis.

Cash in Commercial Banks
Cash balances held in commercial bank accounts are insured to $250,000 by the Federal Deposit Insurance 

Corporation.  These amounts are held within various financial institutions.  As of June 30, 2017 the carrying 

amount of the District’s account was $500, all of which was insured

Risk Disclosures
GASB Statement No. 40 requires a determination as to whether the District was exposed to the following 

specific investment risks at year end and if so, the reporting of certain related disclosures.

Interest Rate Risk – Interest rate risk is the risk that changes in market interest rates will adversely affect 

the fair value of an investment.  Generally, the longer the maturity of an investment, the greater the 

sensitivity of its fair value to changes in market interest rates.  The District manages its exposure to interest 

rate risk by investing in the County Pool and having the pool purchase a combination of shorter and longer 

term investments and by timing cash flows from maturities so that a portion of the portfolio is maturing 

or coming close to maturity evenly over time as necessary to provide the cash flow and liquidity needed 

for operations.

Credit Risk – Credit Risk is the risk that an insurer or other counterparty to an investment will not fulfill its 

obligations.  The county is restricted by Government Code Section 53635 pursuant to Section 53601 to 

invest only in time deposits, U.S. government securities, state registered warrants, notes or bonds, State 

Treasurer’s investment pool. Bankers’ acceptances, commercial paper, negotiable certificates of deposit, 

and repurchase or reverse repurchase agreements.  The ratings of securities by nationally recognized 

rating agencies are designed to give an indication of credit risk.  At year end, the District was not exposed 

to credit risk.
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Custodial Credit Risk – Deposits are exposed to custodial credit risk if they are not covered by depository 

insurance and the deposits are uncollateralized, collateralized with securities held by the pledging 

institution, or collateralized with securities held by the pledging financial institution’s trust department or 

agent but not in the District’s name.

Investment securities are exposed to custodial credit risk if the securities are uninsured, are not registered 

in the name of the government, and are held by either the counterparty or the counterparty’s trust 

department or agent but not in the District’s name.  At year end, the District was not exposed to custodial 

risk.

Concentration of credit risk – This is the risk of loss attributed to the magnitude of a government’s 

investment in a single issuer.  At year end, the District was not exposed to concentration of credit risk.

Foreign Currency Risk – This risk is the risk that exchange rate will adversely affect the fair value of an 

investment.  At year end, the District was not exposed to foreign credit risk.

Note 3 –Accounts Receivable
On June 30, 2017, the District had 197,637 in Accounts Receivable as detailed below:

Cal Tahoe JPA 74,575$       

Cal Tahoe Conservancy 42,727         

Cal OES 29,479         

Other 50,586         

Total Accounts Receivable 197,367$     

Note 4 – Compensated Absences
On June 30, 2017, the liability for compensated absences was $974,066

Note 5 - Long-Term Debt
On May 12, 2012 the Board of Directors passed Resolution No. 1012-6 which authorized the June 1, 2012 

issuance of its 2012 Taxable Pension Obligations note (the “Refunding Note”).  The Resolution provided 

for issuance of a principle note not to exceed $1,500,000 for the purpose of refunding its Side Fund 

Obligation to the California Public Employee’s Retirement System.  On June 18, 2012 the District borrowed 

$1,433,872 from a bank by issuing the aforementioned Refunding Note.  
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Loan maturities for each of the five years
following June 30, 2017, are as follows:

2018   $         204,839 
2019              204,839 
2020                         -
2021                         -
Thereafter                         -

$           409,678

Note 6 - Other Post Employment Benefits

Plan Description
In addition to pension benefits described in Note 6, the District provides lifetime healthcare benefits 

through CalPERS Health Benefits Program, which covers both active and retired members.  The District 

only pays up to the required minimum employee premium contribution calculated using the unequal 

contribution method.  At June 30, 2017, twelve (12) retired employees met those eligibility requirements.  

Funding Policy
The contribution requirements of the District and plan members are established and may be amended by 

the District’s Board of Directors.  The Annual Required Contribution (ARC) is an amount actuarially 

determined in accordance with the parameters of GASB Statement No. 45.  The ARC represents a level of 

funding that, if paid on an ongoing basis, is projected to cover the normal cost each year and amortize any 

unfunded actuarial liabilities (or funding excess) over a period not to exceed thirty years.  The current ARC 

rate is 2.19 percent of the annual covered payroll.

On an ongoing basis, the District will be reviewing its assumptions, comparing them to actual experience 

and recalculating the needed funding with the goal of payment for post employment benefits out of 

interest earned on designated funds.

Annual OPEB Cost
The following table shows the components of the District’s annual OPEB cost for the year, the amount 

actually contributed to the plan, and changes in the District’s net OPEB:

Annual required contribution 86,401$        

Interest on OPEB obligation 12,865          

Adjustment to annual required contribution (14,267)         

Annual OPEB cost (expense) 84,999          

Payments made 25,424          

Increase in net OPEB obligation 59,575          

Net OPEB obligation-beginning of year 427,423        

Net OPEB obligation-end of year 486,998$      
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Schedules of Employer Contributions

Employer Contributions District Service Benefit

Year Ended Annual OPEB Cost

Actual 

Contribution

Percentage 

Contributed

6/30/15 85,435$                17,568$        20.6%

6/30/16 86,401$                20,084$        23.2%

6/30/17 84,999$                25,424$        29.9%

The projection of future benefit payments for an ongoing plan involves estimates of the value of reported 

amounts and assumptions about the probability of occurrences of events far into the future.  Examples 

include assumptions about future employment, mortality and healthcare cost trends.  Amounts 

determined regarding the funded status of the plan and the annual required contributions of the 

employer as subject to continual revision as actual results are compared with past expectations and new 

estimates are made about the future.  The schedule of funding progress presents multiyear trend 

information about whether the actuarial value of plan assets are increasing or decreasing over time 

relative to actuarial accrued liabilities for benefits.  The District’s Board of Directors did not fund the ARC 

at June 30, 2017.

Actuarial Methods and Assumptions
Projections of benefits for financial reporting purposes are based on the substantive plan (the plan as 

understood by the employer and plan members) and include the types of benefits provided at the time 

of each valuation and the historical pattern of sharing of benefit costs between the employer and plan 

members to that point. The methods and assumptions used include techniques that are designed to 

reduce the effects of short term volatility in actuarial accrued liabilities and the actuarial value of assets, 

consistent with the long-term prospective of the calculations.

The following simplifying assumptions were made:

Retirement age for active employees – Based on the historical average retirement age for the covered 

group, active plan members were assumed to retire at age 55, or at the first subsequent year in which the 

member would qualify benefits.

Healthcare cost trend rate – Healthcare cost trend rates were selected based on a combination of national 

and state tend surveys as well as professional judgement.  The ultimate trend was 4%.

Payroll increase – Changes in the payroll for current employees are expected to increase at a rate of 

approximately 3.0% annually.

Discount rate – The calculation uses an annual discount rate of 3.0%.  This is based on the assumed long-

term return on plan assets or employer assets.



LAKE VALLEY FIRE PROTECTION DISTRICT

NOTES TO FINANCIAL STATEMENTS
FOR THE FISCAL YEAR ENDED June 30, 2017

20

Actuarial cost method – The entry age actuarial cost method was used.  The unfunded actuarial accrued 

liability is being amortized as a as a level percentage of projected payroll on a closed basis.  The remaining 

amortization period at July 1, 2017 was twenty-eight years.

Note 7 - Public Employees' retirement Plan:

Plan Description - The Lake Valley Fire Protection District's defined benefit pension plan provides 

retirement and disability benefits, annual cost-of-living adjustments, and death benefits to plan members 

and beneficiaries.  The Lake Valley Fire Protection District's defined benefit pension plan is part if the 

Public Agency portion of the California Public Employees Retirement System (CalPERS), an agent multiple-

employer plan administered by CalPERS, which acts as a common investment and administrative agent 

for participating public employers within the State of California.  A menu of benefit provisions as well as 

other requirements are established by the State statutes within the Public Employees' Retirement Law.  

The Lake Valley Fire Protection District selects optional benefit provisions from the benefit menu by 

contract with CalPERS and adopts the benefits though local ordinance (other local methods).  CalPERS 

issues a separate comprehensive annual financial report.  Copies of the CalPERS' annual financial report 

may be obtained from the CalPERS Executive Office - 400 P Street - Sacramento, CA 95814.

For purposes of measuring the net pension liability, deferred outflows of resources and deferred inflows 
of resources related to pensions, and pension expense, information about the fiduciary net position of 
the PERS and additions to/deductions from PERS' fiduciary net position have been determined on the 
same basis as they are reported by PERS. For this purpose, benefit payments (including refunds of 
employee contributions) are recognized when due and payable in accordance with the benefit terms. 
Investments are reported at fair value. 

Summary of Significant Accounting Policies

For Purposes of Measuring the net pension liability, deferred outflows and inflows of resources related to 
pensions, and pension expense, information about the fiduciary net position and additions to/deductions 
from the fiduciary net position have been determined on the same basis as they are reported by the 
CalPERS Financial Office.  For this Purpose, benefit payments (including refunds of employee 
contributions) are recognized when currently due and payable in accordance with the benefit terms.  
Investments are reported at fair value.  CalPERS audited financial statements are publicly available reports 
that can be obtained at CalPERS’ website under Forms and Publications.

GASB 68 requires that the reported results must pertain to liability and asset information within certain 
defined timeframes.  For this report the following timeframes are used.

Validation Date (VD) June 30, 2015
Measurement Date (MD) June 30, 2016
Measurement Period (MP) July 1, 2015 to June 30, 2016

General Information about the Pension Plan

Plan Description, Benefits Provided and Employees Covered
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The Plan is a cost-sharing multiple employer defined benefit pension plan administered by the California 
Public Employees’ Retirement System (CalPERS).  A full description of the pension plan benefit provisions, 
assumptions for funding purposes but not accounting purposes, and membership information is listed in 
the June 30, 2014 actuarial valuation report.  This report is a publicly available valuation report that can 
be obtained at CalPERS’ website under Forms and Publications.

Contribution Description

Section 20814(c) of the California Public Employees’ Retirement Law (PERL) requires that the employer 
contribution rates for all public employers be determined on an annual basis by the actuary and shall be 
effective on the July 1 following notice of a change in the rate.  The total plan contributions are determined 
through the CalPERS’ annual actuarial valuation process.  For Public agency cost-sharing plans covered by 
either the Miscellaneous or Safety risk pools, the Plan’s actuarially determined rate is based on the 
estimated amount necessary to pay the Plan’s allocated share of the risk pool’s costs of benefits earned 
by the employees during the year, and any unfunded accrued liability.  The employer is required to 
contribute the difference between the actuarially determined rate and the contribution rate of 
employees.  It is the responsibility of the employer to make necessary accounting adjustments to reflect
the impact due to any Employer Paid Member Contributions or situations where members are paying a 
portion of the employer contribution.

Actuarial Methods and Assumptions Used to determine Total Pension Liability

For the measurement period ending June 30, 2016 (the measurement date), the total pension liability was 
determined by rolling forward the June 30, 2015 total pension liability.  Both the June 30, 2016 total 
pension liability and the June 30, 2016 total pension liability were based on the following actuarial 
methods and assumptions:
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Actuarial Cost Method Entry Age Normal in accordance with the 

requirements of GASB Statement No. 68

Actuarial Assumptions

Discount Rate 7.5% Net of Pension Plan Administrative and 

Investment Expenses

Inflation 2.75%

Salary Increases Varies by Entry Age and Service

Investment Rate of Return 7.50%

Mortality Rate Table
1 Derived using CalPERS’ membership Data for all 

Funds 

Post Retirement Benefit 

Contract COLA up to 2.75% until Purchasing Power

Increase Protection Allowance Floor on Purchasing Power 

applies, 2.75% thereafter

1
The mortality table used was developed based on CalPERS’ specific data.  The table includes 5 

years  of mortality improvements using Society of Actuaries Scale AA.  For more details on this 

table, please refer to the 2010 experience study report.

All other actuarial assumptions used in the June 30, 2016 valuation were based on the results of an 
actuarial experience study for the fiscal years 1997 to 2007, including updates to salary increase, mortality 
and retirement rates.  The Experience Study report can be obtained at CalPERS’ website under Forms and 
Publications.

Discount Rate

The discount rate used to measure the total pension liability was 7.65 percent.  To determine whether 
the municipal bond rate should be used in the calculation of a discount rate for each plan, CalPERS stress 
tested plans that would most likely result in a discount rate that would be different from the actuarially 
assumed discount rate.  Based on the testing, none of the tested plans run out of assets.  Therefore, the 
current 7.65 percent discount rate is adequate and the use of the municipal bond rate calculation is not 
necessary.  The long term expected discount rate of 7.65 percent is applied to all plans in the Public 
Employees Retirement Fund.  The stress test results are presented in a detailed report call the “GASB 
Crossover Testing Report” that can be obtained at CalPERS’ website under the GASB 68 section.

CalPERS is Scheduled to review all actuarial assumptions as part of its regular Asset Liability Management 
review cycle that is scheduled to be completed in February 2018.  Any changes to the discount rate will 
require Board action and proper stakeholder outreach.  

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

Pension Plan Fiduciary Net Position

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

Allocation of Net Pension Liability and Pension Expense to Individual Plans

A key aspect of GASB 68 pertaining to cost-sharing employers is the establishment of an approach to 
allocate the net pension liability and pension expense to the individual employers within the risk pool.  
Paragraph 49 of GASB 68 indicates that for pools where contribution rates within the pool are based on 
separate relations ships, the proportional allocation should reflect those relationships.  The allocation 
method utilized by CalPERS determines the employer’s share by reflecting these relationships through the 
plans they sponsor within the risk pool.  Plan liability and asset-related information are used where 
available, and proportional allocations if individual plan amounts as of the valuation date are used where 
not available.

(1) In determining a cost-sharing plans proportionate share, total amounts of liabilities and assets are 
first calculated for the Miscellaneous Risk Pool (risk pool) as a whole on the valuation date (2014). The 
risk pool’s fiduciary net position (FNP) subtracted from its total pension liability (TPL) determines the 
net position liability (NPL) at the valuation date.

(2) Using standard actuarial roll forward methods, the risk pool TPL is then computed at the
measurement date (June 30, 2015).  Risk Pool FNP at the measurement date is then subtracted from
this number to compute the NPL for the risk pool at the measurement date.

(3) The individual plan’s TPL, FNP and NPL are also calculated at the valuation date.

(4) Two ratios are created by dividing the plan’s individual TPL and FNP as of the valuation date from (3) 
by the amounts in step (1), the risk pool’s total TPL and FNP, respectively.
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(5) The plan’s TPL as of the Measurement Date is equal to the risk pool TPL generated in (2) multiplied by 
the TPL ratio generated in (4).

The plan’s FNP as of the Measurement Date is equal to the FNP generated in (2) multiplied by the FNP 
ratio generated in (4) plus any additional side fund (or unfunded liability) contributions made by the 
employer on behalf of the plan during the measurement period.

(6) The plan’s NPL at the Measurement Date is the difference between the TPL and FNP calculated in (5).

Please refer to the CalPERS Public Agency Cost-Sharing Allocation Methodology Report that can be 
obtained at CalPERS’ website under the GASB 68 section, and see Appendix D of this report for the 
calculation of the plan’s proportionate share of the TPL and FNP.

The plan’s proportion of aggregate employer contributions is equal to the plan’s proportion of FNP 
calculated in (4).
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At 6/30/2017, proportionate shares of net pension liability by plan(s):

Proportionate Share of Net 

Pension Liability

Miscellaneous                                       247,938 

Safety                                   7,258,914 

Total                                   7,506,852 

At 6/30/2016, proportionate share of the net pension liability for the Plan as of 6/30/2015 and 6/30/2016:

Miscellaneous Safety Total

Proportion - June 30, 2015 0.00718% 0.13102% 0.08152%

Proportion - June 30, 2016 0.00714% 0.14015% 0.08675%

Change - Increase/(Decrease) -0.00004% 0.00913% 0.00523%

Pension Expense/(Credit) as of 6/30/2017 112,960                                    

6/30/2017 reported deferred outflows of resources and deferred inflows of resources related to pensions:

Deferred Outflows of 

Resources

Deferred Inflows of 

Resources

Differences between Expected and Actual Experience -                                             50,509                                      

Changes of Assumptions -                                             232,839                                    

1,146,644                                -                                             

Differences between Employer's Contributions and 

Proportionate Share of Contributions
-                                             168,852                                    

Change in Employer's Proportion 85,602                                      -                                             

751,256                                    -                                             

1,983,502                                452,200                                    

Fiscal Year Ending June 30: Miscellaneous Safety Total

2018 (7,981)$                                     (27,276)$                                   (35,258)$                                   

2019 (7,056)                                       8,734                                         1,678                                         

2020 14,557                                      500,628                                    515,185                                    

2021 12,551                                      285,890                                    298,441                                    

2022 -                                             -                                             -                                             

Thereafter -                                             -                                             -                                             

12,071                                      767,975                                    780,046$                                  

Sensitivity of the Proportionate Share of the Net Pension Liability/(Asset) to Changes in the Discount Rate:

Discount Rate -1% Current Discount Rate Discount Rate +1%

6.65% 7.65% 8.65%

Employer's Net Pension Liability/(Asset) - Miscellaneous 383,234                                    247,938                                    136,123                                    

Employer's Net Pension Liability/(Asset) - Safety 11,449,179                              7,258,914                                3,819,136                                

Employer's Net Pension Liability/(Asset) - Total 11,832,412                              7,506,852                                3,955,260                                

Other amounts reported as deferred outflows of resources and deferred inflows of resources related to pensions will be recognized in the pension expenses as follows:

Differences between Projected and Actual Investment Earnings

Pension Contributions Made Subsequent to Measurement Date

Note: Due to the nature of calculating proportionate share of the net pension liability, total proportion for all employer plans will not equal the sum of the miscellaneous 

proportion % and the safety proportion %



LAKE VALLEY FIRE PROTECTION DISTRICT

NOTES TO FINANCIAL STATEMENTS
FOR THE FISCAL YEAR ENDED June 30, 2017

26

Schedules of Employer Contributions

2017 2016

Proportion of the net pension liability 0.086750% 0.08152%

Proportionate share of the net pension liability 7,506,852$      5,595,676$      

Covered - employee payroll - measurement period 3,191,039$      3,125,781$      

Proportionate share of the net pension liability as a percentage of covered payroll 235.25% 179.02%

Plan fiduciary net position as a percentage of the total pension liability 76.44% 81.91%

2017 2016

Contractually required contribution (actuarially determined) 751,256$         683,806$         

Contributions in relation to the actuarially determined contributions 751,256           683,806           

Contribution deficiency (excess) -$                 -$                 

Covered - employee payroll - fiscal year 3,191,039$      3,125,781$      

Contributions as a percentage of covered - employee payroll 23.54% 21.88%

Notes to Schedule:

Valuation date: June 30, 2015 June 30, 2014

Methods and assumptions used to determine contribution rates:

Amortized method

Remaining amortization period 13 years 14 years

Asset valuation method

Inflation 2.75% 2.75%

Salary increases

Investment rate of return

Notes to Schedule:

Entry age normal

Level percentage of payroll, closed

Change in Benefit Terms:  The figures above do not include any liability impact that may have resulted from plan 

changes which occurred after June 30, 2013 as they have minimal cost impact.  This applies for voluntary benefit 

changes as well as any offers of Two Years Additional Service Credit (a.k.a. Golden Handshakes)

Changes in assumptions:  The June 30, 2015 Actuarial Valuation changed the discount rate from 7.5% (net of 

administrative expenses) to 7.65%

Omitted years: GASB Statement No. 68 was implemented during the year ended June 30, 2015.  No information was 

available prior to this date.

5-year smoothed market

Varies by entry age and service

7.50%, net of pension plan investment

expense, including inflation
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Note 8 - Commitments and Contingencies

Grants

Amounts received or receivable from grant agencies are subject to audit and adjustment by grantor 

agencies. Any disallowed claims, including amounts already collected, may constitute a liability of the 

applicable funds. The amount, if any, of expenditures that may be disallowed by the grantor cannot be 

determined at this time.

Joint Ventures
The District is a member agency of a Joint Powers Authority (JPA), the Cal Tahoe Emergency Services 

Operations Authority that was formed in 200 for the purpose of providing ambulance service and other 

pre-hospital emergency services for the area known in El Dorado County as CSA No. 3 South Shore area, 

except for the Tahoe West Shore Zone of Benefit.  The other member agency is the City of South Lake 

Tahoe.  The District is reimbursed for all authorized costs incurred if the furtherance of this contract.  The 

JPA is independently accountable for its fiscal matters and maintains its own accounting records.  Each of 

the two member Fire Districts approves the JPA budget and their vote is carried by their Fire Chief to the 

Board.  Separate financial statements for the JPA are available.

The District is also a member of the Fire Agencies Insurance Risk Authority (FAIRA) and Northern California 

Special Districts Insurance Authority (NCSDIA).  These JPA’s arrange for and/or provide insurance coverage 

for their members.  Each JPA is governed by a board consisting of a representative for each member 

district.  Each JPA board controls the operations of their JPA, including selection of management and 

approval of operating budgets independent of any influence by the member districts beyond their 

representation on the board.  Each member district pays a premium commensurate to their participation 

in the JPA.  Condensed financial statement for the FAIRA JPA and NCSDIA JPA for the year ended June 30, 

2016 are not available.

The relationship between the District and the JPA’s identified above is such that that JPA’s are not 

component units of the District for financial reporting purposes.

Note 9 – Risk Management

Property and Liability
The District is exposed to various risks of loss related to torts; theft of, damage to, and destruction of 

assets; errors and omissions; injuries to employees and natural disasters.  For fiscal year 2016-2017, the 

District contracted with Fire Agencies Insurance Risk Authority, JPA (FAIRA) for property and liability 

insurance coverage and also for theft insurance coverage.  Settled claims have not exceeded this 

commercial coverage in any of the past three years.  There has not been significant change in coverage 

from the prior year.

Workers Compensation
For fiscal year 2016-2017, the District participated in the Northern California Special Districts Insurance 

Authority (NCSDIA), an insurance purchasing pool.  The intent of the NCSDIA pool is to achieve the benefit 

of a reduced premium for the District by virtue of its grouping and representation with other participants 

in the NCSDIA pool.  The workers’ compensation experience of the participating districts is calculated as 

one experience and a common premium rate is applied to all districts in the NCSDIA pool.  Each participant 
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pays its workers’ compensation premium based on its individual rate.  Total savings are then calculated 

and each participant’s individual performance is compared to the overall savings percentage.  A 

participant will then either receive money from or be required to contribute to the “equity-pooling fund.”  

This “equity pooling” arrangement insures that each participant shares equally in the overall performance 

of the NCSDIA pool.  Participation in the NCSDIA pool is limited to districts that can meet the NCSDIA 

criteria.

Note 10 – Fund Equity
Nonspendable:

Revolving Fund 500$                  

Total Unspendable 500                    

Restricted:

Developer Fee Projects 98,965               

Vision Self Insurance 1,701                 

Flexible Spending 25,967               

PTEIR (19,366)             

Total Restricted 107,266            

Committed:

Compensated Absences 177,313            

Other 494,926            

Public Safety 90,779               

Total Committed 763,017            

Total Unassigned 1,411,941$       

Note 11 – Subsequent Events
The District's management has evaluated events and transactions subsequent to June 30, 2017 for 

potential recognition or disclosure in the financial statements.  Subsequent events have been evaluated 

through March 30, 2018, the date the financial statements because available to be issued.  The entity has 

not evaluated subsequent events after March 30, 2018.  The District did not have any subsequent events 

that require recognition or disclosure in the financial statements for the year ended June 30, 2017.

Note 12 – Comparative Statements Prior-Period Adjustment
Net Position

The amount previously reported as Net Position at June 30, 2015 on the Government-Wide Statement of 

Net Position has been restated to account for depreciation expense that should have been taken during 

the 2015 Fiscal year-end.  Additionally, the District determined that an offset amount for deferred 

outflows should be carried as unearned revenue for 2015.  The District determined that during the prior 

year financials the amount carried as due from other government was also carried as Accounts Receivable 

and resulted in the Beginning balance being overstated.  
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Fund Balance

The amount previously reported as Fund Balance at June 30, 2015 on the Balance Sheet has been restated 

to account for the determination that an offset amount for deferred outflows should have been carried 

as unearned revenue for 2015.  The District determined that during the prior year financials the amount 

carried as due from other government was also carried as Accounts Receivable and resulted in the 

Beginning balance being overstated. 
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March 30, 2018

Board of Directors
Lake Valley Fire Protection District

South Lake Tahoe, CA

INDEPENDENT REPORT ON INTERNAL CONTROL OVER FINANCIAL REPORTING AND ON 
COMPLIANCE AND OTHER MATTERS BASED ON AN AUDIT OF FINANCIAL STATEMENTS 

PERFORMED IN ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS

We have audited the financial statements of Lake Valley Fire Protection District as of and for the 
year ended June 30, 2017, and have issued our report thereon dated March 30, 2018.  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 
Standards, issued by the Comptroller General of the United States.

Internal Control Over Financial Reporting

Management of Lake Valley Fire Protection District is responsible for establishing and maintaining 
effective internal control over financial reporting. In planning and performing our audit, we 
considered Lake Valley Fire Protection District’s internal control over financial reporting as a basis 
for designing our auditing procedures for the purpose of expressing our opinion on the financial 
statements, but not for the purpose of expressing an opinion on the effectiveness of Lake Valley Fire 
Protection District’s internal control over financial reporting. Accordingly, we do not express an 
opinion on the effectiveness of the Organization’s internal control over financial reporting.

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 controls such 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.

Our consideration of the internal controls over financial reporting was for the limited purpose 
described in the first paragraph of this section and was designed to identify all deficiencies in 
internal control over financial reporting that might be deficiencies, significant deficiencies, or 
material weaknesses.  We did not identify any deficiencies in internal control over financial 
reporting that we consider to be material weaknesses as defined above.    
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INDEPENDENT REPORT ON INTERNAL CONTROL OVER FINANCIAL REPORTING AND ON 
COMPLIANCE AND OTHER MATTERS BASED ON AN AUDIT OF FINANCIAL STATEMENTS 

PERFORMED IN ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS
(continued)

Compliance and Other Matters

As part of obtaining reasonable assurance about whether Lake Valley Fire Protection District’s 
general-purpose financial statements are free of material misstatement, we performed tests of its 
compliance with certain provisions of laws, regulations, contracts and grants, 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 that are required to be reported under Government Auditing Standards.  

This report is intended solely for the information and use of the audit committee, management, 
others within the organization, and pass-through entities and is not intended to be and should not 
be used by anyone other than these specified parties.

Pehling & Pehling CPAs
An Accountancy Corporation




