BONITA-SUNNYSIDE
FIRE PROTECTION DISTRICT

MANAGEMENT REPORT

FOR THE YEAR ENDED JUNE 30, 2014



e Naa A Lo NYSIDEF.. ... .____ONDIL..._.

Management Report
For the Year Ended June 30, 2014

Table of Contents




FECHTER
& COM :\ANY " aig R. vechter, Ca.y, MG

Certified Public Accountants Scott A. German, CPA

Board of Directors of the
Bonita-Sunnyside Fire Protection District
Bonita, California

In planning and performing our audit of the financial statements of the Bonita-Sunnyside Fire
Protection District for the year ended June 30, 2014, we considered the District’s internal control
structure to determine our auditing procedures for the purpose of expressing an opinion on the
financial statements and not to provide assurance on the internal control structure.

Our consideration of the internal control would not necessarily disclose all matters in the internal
control that might be material weaknesses under standards established by the American Institute of
Certified Public Accountants. A material weakness is a condition in which the design or operation of
one or more of the internal control components does not reduce, to a relatively low level, the risk that
errors or irregularities in amounts that would be material in relation to the basic financial statements
being audited may occur and not be detected within a timely period by employees in the normal
course of performing their assigned functions.

We will review the status of these comments during our next audit engagement. We will be pleased
to discuss them in further detail at your convenience, to perform any additional study of these
matters, or to assist you in implementing any changes that you consider making. We thank the
District’s staff for its cooperation on this audit.

Fechter & Company, Certified Public Accountants

eptember 15, 2014
Sacramento, CA
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The Auditor’s Responsibility under U.S. Generally Accepted Auditing Standards

As stated in our engagement letter dated August 13, 2014, our responsibility, as described by
professional standards, is to plan and perform our audit to obtain reasonable, but not absolute
assurance that the financial statements are free of material misstatement and are fairly presented in
accordance with U.S. generally accepted accounting principles. Because an audit is designed to
provide reasonable, but not absolute assurance and because we did not perform a detailed
examination of all transactions, there is a risk that material misstatements may exist and not be
de ted by us.

In planning and performing our audit, we considered the District’s internal control over financial
reporting in order to determine our auditing procedures for the purpose of expressing our opinion on
the financial statements and not to provide assurance on the internal control over financial reporting.

As part of obtaining reasonable assurance about whether the District 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.

Significant Accounting Policies

Management is responsible for the selection and use of appropriate accounting policies. In
accordance with the terms of our engagement letter, we will advise management about the
appropriateness of accounting policies and their application. The significant accounting policies used
by the District are described in Note 1 to the financial statements. No new accounting policies were
adopted and the application of existing policies was not changed during the year. We noted no
transactions entered into by the District during the year that were both significant and unusual, and of
which, under professional standards, we are required to inform you, or transactions for which there is
a lack of authoritative guidance or consensus.

Internal Control Related Matters

In any smaller entity, whether private enterprise or a governmental agency, the lack of segregation of
duties can present potential issues in regards to the perpetuation and concealment of fraud.
Specifically, the District has two related individuals who are primarily responsible for keeping the
books and records, performing account reconciliations, collecting money and making bank deposits.
While we recognize that it may not be feasible to segregate duties due to lack of resources, we
recommend that compensating controls be performed. Some of the controls would include:

e Having the fire chief review the monthly bank reconciliations and bank statements. In the
case of the fire District, this would include reviewing the county statements.
Examining financial statements on a monthly basis.

¢ Examining a budget to actual report on a frequent basis.

e Examining a “profit & loss, previous year comparison” report on a frequent basis. This is a
special report that your bookkeeping system can produce that compares two periods.
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¢ Reviewing the District’s payroll register on a periodic basis to question and examine any
changes in payroll rates or overtime paid during a payroll period.

e Verifying that a second person is approving all disbursement activity and that an individual
independent of the accounting function is signing checks and asking questions about invoices
presented for payment. This person should be completely independent of the acco ing
function

o Frequently displaying “professional skepticism™ when considering staff responses on District
finances.

There is no catch-all for finding all instances of fraud within any entity, whether public or private.
One of the key factors in helping prevent fraud is to encourage ethical behavior at all levels of the
organization, i.e., “tone at the top”. Another key would be to note instances of abnormal behavior of
finance or accounting staff when questioned about District financial matters.

The District should remember that they have outside resources available in the case of fraud — they
are able to contact ..strict auditor, their attorney, or county auditor-controller should anyone feel
there is a chance of fraud or abuse.

Accounting Estimates

Accounting estimates are an integral part of the financial statements prepared by management and
are based on management’s knowledge and experience about past and current events and
assumptions about future events. Certain accounting estimates are particularly sensitive because of
their significance to the financial statements and because of the possibility that future events
affecting them may differ significantly from those expected. The most sensitive estimate(s) affecting
the financial statements were:

e Accrual and disclosure of compensated absences

e (apital asset lives and depreciation expense

e PERS actuarial study to estimate the annual retired contribution

e Actuarial study to estimate annual retired contribution for post-employment benefits
Audit Adjustments

For purposes of this letter, professional standards define an audit adjustment as a proposed correction
of the financial statements that, in our judgment, may not have been detected except through our
auditing procedures. An audit adjus ent 1y  may not indicate matters that could have a
significant effect on the District’s financial reporting process (that is, cause future financial
statements to be materially misstated). The following audit adjustments, in our judgment, indicate
matters that could have a significant effect on the District’s financial reporting process:

e Posting of all GASB 34 entries on behalf of the district
e Adjusting year-end payroll accrual and pre-paid expenses
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wisagreements with Management

For purposes of this letter, professional standards define a disagreement with management as a
matter, whether or not resolved to our satisfaction, concerning a financial accounting, reporting, or
auditing matter that could be significant to the financial statements or the auditor’s report. We are
pleased to report that no such disagreements arose during the course of our audit.

Consultations with Other Independent Auditors

In some cases, management may decide to consult with other accountants about auditing and
accounting matters, similar to obtaining a “second opinion” on certain situations. If a consultation
involves application of an accounting principle to the governmental unit’s financial statements or a
determination of the type of auditor’s opinion that may be expressed on those statements, our
professional standards require the consulting accountant to check with us to determine that the
consultant has all the relevant facts. To our knowledge, there were no such consultations with other
accountants.

Issues Discussed Prior to Retention of Independent Auditors

We generally discuss a variety of matters, including the application of accounting principles and
auditing standards, with management each year prior to retention as the District’s auditors. However,
these discussions occurred in the normal course of our professional relationship and our responses
were not a condition to our retention.

Difficulties Encountered in Performing the Audit

We encountered no significant difficulties in dealing with management in performing our audit.
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INDEPENDENT AUDITORS’ REPORT

Board of Directors
Bonita - Sunnyside Fire Protection District
Bonita, California

We have audited the accompanying financial statements of the governmental activities each major
fund, and the aggregate remaining fund information of the Bonita-Sunnyside Fire Protection District
as of and for the year ended June 30, 2014, and the related notes to the financial statements, which
collectively comprise the District’s basic financial statements as listed in the table of contents.

Management’s Responsibility for the Financial Statements

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

Auditor’s Responsibility

Our responsibility is to express opinions on these financial statements based on our audit. We
conducted our audit in accordance with auditing standards generally accepted in the United States of
America. Those standards require that we plan and perform the audit to obtain reasonable assurance
about whether the financial statements are free from material misstatement.

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

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



Board of Directors
Bonita - Sunnyside F  Protection District
Bonita, California

Opinions

In our opinion, the financial statements referred to above present fairly, in all material respects, the
respective financial position of the governmental activities, each major fund, and the aggregate
remaining fund information of the Bonita-Sunnyside Fire Protection District as of June 30, 2014, 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.

Other Matters
Required Supplementary Information

Accounting principles generally accepted in the United States of America require that the
management’s discussion and analysis, budgetary comparison information and post-employment
benefit information on pages 3-7 and 32-34 respectively, be presented to supplement the basic financial
statements. Such information, although not a part of the basic financial statements, is required by the
Governmental Accounting Standards Board, who considers it to be an essential part of financial
reporting for placing the basic financial statements in an appropriate operational, economic, or
historical context. We have applied certain limited procedures to the required supplementary
information in accordance with auditing standards generally accepted in the United States of America,
which consisted of inquiries of management about the methods of preparing the information and
comparing the information for consistency with management’s responses to our inquiries, the basic
financial statements, and other knowledge we obtained during our audit of the basic financial
statements. We do not express an opinion or provide any assurance on the information because the
limited procedures do not provide us with sufficient evidence to express an opinion or provide any
assurance.

Fechter & Company,
Certified Public Accountants

- acramento, —uJlifornia
September 12, 2014
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As management of the Bonita - Sunnyside Fire Protection District (the District), we offer readers of
the District’s financial statements this narrative overview and analysis of the financial activities of
the _.strict for the fiscal year ended June 30, 2014. We encourage readers to consider the
information presented here in conjunction with the District’s basic financial statements, which begin
immediately following this analysis. This annual financial report consists of two main parts (1)
Management’s Discussion and Analysis and, (2) Basic Financial Statements.

In June 1999, the Governmental Accounting Standards Board (GASB) issued Statement No. 34,
Basic Financial Statements — and Management’s Discussion and Analysis — for State and Local
Gover:1 >nts. GASB No. 34 established financial reporting standards for state and local
governments, including cities, villages and special purpose governments.

. :NANCIAL HIGHLIGHTS
e ,.e District’s ending Total Net Position was $7,937,907.
e The Change in Net Position for the year was $52,176.

e The District had revenues in excess of expenditures in the General Fund in the amount of
$338,748 in the current year.

e This year the District had $18,605 in additions to Capital Assets

OV LRVIEW G +:NANCIAL STATEMENTS

«uis discussion and analysis is intended to serve as an introduction to the District’s basic financial
statements. The District’s audit report is comprised of four components: 1) financial statements and
notes, 2) supplementary information, 3) reports on compliance and internal control, and 4) findings
and recommendations.

Basic financial statements - The basic financial statements include government-wide financial
statements and fund statements. The two sets of statements are tied together by Reconciliations
showing why they differ.

The District as a whole is reported in the government-wide statements and uses accounting methods
similar to those used by companies in the private sector.
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OVERVIEW OF FINANCIAL STATEMENTS (CONTINUED)

More detailed information about the District’s most significant funds — not the District as a whole is
provided in the fund financial statements. Funds are accounting devices the District uses to keep
track of specific sources of funding and spending on particular programs.

The Statement of Net Position, a government-wide statement, presents information on all of the
District’s assets and liabilities, with the difference between the two reported as net position. Over
time, increases or decreases in net position may serve as a useful indicator of whether the financial
position of the District is improving or deteriorating.

The Statement of Activities, a government-wide statement, presents information showing how the
District’s net position 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.

The Balance Sheet for governmental funds presents financial information by fund types showing
money left at year-end available for spending.

The Statement of Revenues, Expenditures and Changes in Fund Balances for all governmental fund
types focuses on how money flows into and out of the various funds.

The Notes to the Basic Financial Statements are included to provide more detailed data and explain
some of the information in the statements.

The Supplementary Information gives an overview of the operations of the District and the governing
body and outlines assessed property valuation.

GOVERNMENT-WIDE FINANCIAL ANALYSIS

The District had net position of $7,937,907 as of June 30, 2014, an increase of $52,176 from the
previous year.
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ASLLLTS

Cash

Accounts receivable
Deposits

Capital assets, net

TG . AL ASSETS
LIABILIG 1.8
Accounts payable and accrued expenses
Accrued payroll
Long-term liabilities:
Compensated absences
...Je beyond one year
« JTAL LIABILITIES
NET POSITION

Invested in capital assets, net of related debt
Unrestricted

NL.: POG.111ON

The accompanying notes are an integral part of these financial statements

8

6,357,202
1,603
500,000
1,704,918

8,563,723

11,734
26,763

374,503
212 %14

675 R14

1,704,918
6,232,989

7,937,907
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Program Revenues

Net (Expense)
Operating Capital Revenue and
Charges for  Contributions  Contributions Change in
Functions/Programs Expenses Services and Grants and Grants Net Position
Governmental Activities:
Public Safety $ 2,564,192 $ - $ - $ - $ (2,564,192)
Total Governmental Activities € 72564192 § - ¢ - $ - 7 564,10M
General Revenues
Property taxes $ 2,308,383
Special assessments 193,938
Use of money and property 58,078
Reimbursements 5,184
Mitigation fees 23,232
Miscellaneous 3 27883
Total general revenues 2,616,248
Change in net position 52,176
Net position at beginning of fiscal year 7,885,731
Net position at end of fiscal year & 7037,907

The accompanying notes are an integral part of these financial statements
9
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Total fund balances - governmental funds
In governmental funds, only current assets are reported.
In the statement of net position, all assets are reported,
including capital assets and accumulated depreciation.
Capital assets at historical cost
Long-term liabilities are not due and payable in the current period and, therefore
are not reported in the funds. .uo0se liabilities consist of:

Compensated absences (374,503)
Other post employment benefits (P17 R16)

Net position of governmental activities

The accompanying notes are an integral part of these financial statements
11

$ 6,820,308

1,704,918

(587 210\

$ 7037007
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C. "ompliance and Accountability

1. Fing=~~ Prletnd T ~aenl o d Ceetractual Provisions

In accordance with GASB Statement No. 38, “Certain Financial Statement Note
Disclosures,” violations of finance-related legal and contractual provisions would be
reported if there were any material violations. The District’s management is not aware of
any instances of non-compliance.

D. CaSL A Taavrandinn nandn

The District follows the practice of pooling cash and investments of all funds except for funds
required to be held by outside fiscal agents under the provisions of bond indentures. Cash and
investments consist of the following at June 30, 2014:

Local Agency Investment Fund Pool (LAIF) $ 406,176
Deposits held in financial institutions 843,352
Cash with County 5,107,339
Petty Cash 335
$ 6,357,202
Custodial Credit Risk

At June 30, 2014, the carrying amount of the deposits held at banks, was $843,352. The bank
balances are insured by the FDIC for $250,000 and the remaining was collateralized, as required
by California Government Code 53630, by the pledging financial institution with assets held in a
common pool for the District and other governmental agencies. State law requires that the
collateral be equal or greater than 100% of all public deposits held with the pledging financial
institution if government securities are used or 150% if mortgages are used as the collateral.

Authorized Investments
California statutes authorize the District to invest idle or surplus funds in a variety of credit

instruments as provided for in California Government Code Section 53600, Chapter 4 —
Financial Affairs.

21
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D. Cash and Investments , _ontinued)

The California Government Code allows investments in the following instruments:

Securities of the United States Government, or its agencies
e Small Business Administration loans
Certificates of Deposit (or Time Deposits) placed with commercial banks
and/or savings and loan companies
Negotiable Certificates of Deposit
Banker’s Acceptances
Commercial paper and medium-term corporate notes
Local Agency Investment Fund (State Pool and County Pool) Demand
Deposits
Repurchase Agreements (Repos)
Passbook savings Account Demand Deposits
Reverse Repurchase Agreements
County Cash Pool

Investments

The District has adopted provisions of Governmental Accounting Standards Board (GASB) 31,
“Accounting and Financial Reporting for Certain Investments and for r.aternal Investment
Pools.” GASB 31 establishes accounting and financial standards for investments in interest-
earning investment contracts, external investment pools, and mutual funds. The statement
requires all applicable investments to be reported at fair value on the balance sheet. Fair value is
the amount at which an investment could be exchanged in a current transaction between willing
parties, other than in a forced sale. All investment income, including change in fair market of
investments, is recognized as revenue in the operating statement.

The State Treasurer’s Local Agency Investment Fund (LAIF) is a governmental investment pool
managed and directed by the California State Treasurer and is not registered with the Securities
and Exchange Commission. An oversight committee, comprised of California State officers and
various participants, provides oversight to the management of the fund. The w..strict is a
voluntary participant in the investment pool. The District reports its investment in the LAIF at
the fair value provided by the State Treasurer, which is not materially different than cost. The
balance available for withdrawal is based on the accounting records maintained by LAIF, which
are on an amortized costs basis. Included in the LAIF’s investment portfolio are collateralized
mortgage obligations, mortgage-backed securities, other asset- backed securities, loans to certain
state funds, and floating securities issued by federal agencies, government sponsored enterprises,
and corporations.

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. As of the year-end, the weighted
average maturity of the investments contained in the LAIF investment pool is approximately
10.5 months.

22
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Events have been reviewed through October 31, 2014, the date the financial statements were
available for issuance.

31
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Budgetary Basis of Accounting

Budgets for the operating fund are prepared on the cash and expenditures and
encumbrances basis. Revenues are budgeted in the year receipt is expected;
expenditures are budgeted in the year that the applicable warrant requisitions are
expected to be issued. The budget and actual financial statements are reported on the
above basis, with no material differences between them.

Annual budget requests are submitted by the District’s staff to the District Board of
Directors for preliminary review and approval. After public hearing, a final budget is
approved by the ..strict Board of Directors, with a resolution adopting said budget.
Copies of the approved budget are sent to all required agencies.

33
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NOTES TO REQUIRKw SU. . LEV
POST-EMPLOYM.NT BENEFITS

FOR THE YEAR ENDED JUNE 30, 2014

NTARY INFORM: 12 ON

Actuarial Actuarial UAAL

Valuation Valued asa %

Actuarial of Liability Uﬂi“;fed Funded Covered Coscfred
Valuattlon Assets (A{;‘L) (UAAL) Ratio Payroll Payroll
e (@) ®) (b-a) (a/b) (c) ((b-a)/c)
7/1/2010 $ - $2,386,615 $2,386,615 0.0% $1,049,064 227%
7/1/2013 $ - $2,787,000 $2,787,000 0.0% - .

This information is intended to help users assess the OPEB funding status on a
going-concern basis, assess progress made in accumulating assets to pay benefits

and make comparisons with other public employers.

information provided.
valuations will be presented.

34

Because this is the first valuation under GASB 45, there is no historical
In the future, information from the three most recent



