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AMBULANCE SERVICE ENTITY:
FOR THE PERIOD

AMBULANCE REVENUE AND COST REPORT

FIRE DISTRICT and SMALL RURAL COMPANY

Drexel Heights Fire District

FROM: July 1, 2013

STATISTICAL SUPPORT DATA

Line
No.

10

i

12

13

14

15

16

17

18

19

*k

TO: June 30, 2014

{1} *(2) (3) 4
SUBSCRIPTION TRANSPORTS TRANSPCORTS
SERVICE UNDER NCT UNDER
TRANSPORTS CONTRACT CONTRACT TOTALS
DESCRIPTION

Number of ALS Billable Transports: 2,121 2,121
Number of BLS Biltable Transports: 1,217 1,217
Number of Loaded Billable Miles: 398,928 39,928

Wiaiting Time (Hr. & Min.);

Canceled (Non-Billable)} Runs:
AMBULANCE SERVICE ROUTINE OPERATING REVENUE
ALS Base Rate Revenue

BLS Base Rate Revenue

Miteage Charge Revenue

Waiting Charge Revenue

Medical Supplies Charge Revenus
Nurses Charge Revenue

Standby Charge Revenue

(Attach Schedule)

TOTAL AMBULANCE SERVICE ROUTINE OPERATING REVENUE

SALARY AND WAGE EXPENSE DETAIL
GROSS WAGES:

Management

Paramedics and IEMTs

Emergency Medical Technician {EMT)}

Other Personnel

Payroil Taxes and Fringe Benefits - All Personnel

Total Wages, Taxes & Benefits

This column reports only those runs where a confracted discount rate was applied.

- BEMSTS-CON G RATEY ™

{Sum Lines 14 through 18; Post to Page 3, Line 10)

3

3,015,234

1,729,113

: 806,939

$

(Post to Page 3, Line 1) 5,561,286

** Mo. of FTE's

$ 192,196 3.0
$ 1,904,492 29.0
3 1,380,320 280
$ 710,644 10.0
$ 1,361,063 68
3 55648615 68

Full-time equivalents (F.T.E.} is the sum of all hours for which employees wages were paid during the year divided by 2080,
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AMBULANCE REVENUE AND COST REPORT
FIRE DISTRICT and SMALL RURAL COMPANY

AMBULANCE SERVICE ENTITY:

FOR THE PERIOD

FROM:

SCHEDULE OF REVENUES AND EXPENSES

Line
No,

~N O, Phw N

10
11
12
13
14
15
16
17
18
19
20
21

22

23

24
25
26
27
28

29

30

31

32

33

DESCRIPTION
Operating Revenues:
Total Ambutance Service Operating Revenue

Seltlement Amounts:
AMCCCS

Medicare
Subscription Service
Contractual

Other

Total

Totat Operating Revenue
Operating Expenses:

Bad Debt

Total Salaries, Wages, and Employee-Related Expenses

Professional Services

Travel and Entertainment
Other General Administrative
Deapreciation

Rent/ Leasing

Building / Station

Vehicle Expense

Other Operating Expense

Cost of Medical Supplies Charged to Patients e BEMSTSCON & RATES ™

Interest
Subscription Service Sales Expense

Total Operating Expense
Total Operating Income or {Loss)

Subscription Contract Sales
Other Operating Revenue
Local Supportive Funding
Other Non-Operating Income
Other Non-Operating Expense  (Attach Schedule)

NET INCOME or (LOSS) Before Income Taxes

Provision for Income Taxes:
Federa! Income Tax

State ncome Tax

Totat Income Tax

Ambulance Service Net income (Loss)

Drexel Heights Fire District

July 1, 2013 TO: Junhe 30, 2014

{From: Page 2, Line 13}

{Sum of Lines 2 through 6)

{Line 1 minus Line 7}

(From: Page 2, Line 19)

(Sum of Lines 9 through 21)

{i.ine 8 minus Ling 22)

(Attach Schedule)

{Sum of Lines 23 through 27, minus Line 28)

{Line 30, plus Line 31)

{Line 29, minus Line 32)

U DECZA

S__ 5551286

514,945

R LI Bt

1,838,325

547 682

—— e —

2,900,952

—_— e

$__ 2650334

243,897

3 )
55648615
361,405
31,169

———————————
1959

226,800
1,497

JR——.— ML

958171

181,120

—— T

123,336

_—

38,370

it ety

6,870,976

—_—

$__(4,220,642)

4,220,642
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10120 N. Qracle Road
m HEINFELD, MEECH & CO., P.C. o, blzone ST

CPAs and Business Consultants Fax (520) 742-2718

INDEPENDENT AUDITOR’S REPORT

Governing Board
Drexel Heights Fire District

Report on the Financial Statements
We have audited the accompanying financial statements of the governmental activities and each major

fund of Drexel Heights Fire District (Fire District), as of and for the year ended June 30, 2014, and the
related notes to the financial statements, which collectively comprise the Fire 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 and
the standards applicable to financial audits contained in Government Auditing Standards, issued by the
Comptroller General of the United States. Those standards require that we plan and perform the audit to
obtain reasonable assurance about whether the financial statements are free from material misstatement,

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

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

Opinions

In our opinion, the financial statements referred to above present fairly, in all material respects, the
respective financial position of the governmental activities and each major fund of the Drexel Heights
Fire District, as of June 30, 2014, and the respective changes in financial position thereof for the year then
ended in accordance with accounting principles generally accepted in the United States of America.
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Change in Accounting Principle

As described in Note 1, the Fire District implemented the provisions of the Governmental
Accounting Standards Board (GASB) Statement No. 65, Items Previously Reported as Assels and
Liabilities, for the year ended June 30, 2014, which represents a change in accounting principle. Our
opinion is not modified with respect to this matter.

Other Matters

Required Supplementary Information

Accounting principles generally accepted in the United States of America require that the
management’s discussion and analysis on pages 5 through 13 and budgetary comparison information
on pages 46 and 47 be presented to supplement the basic financial statements. Such information,
although not a part of the basic financial statements, is required by the Governmental Accounting
Standards Board, who considers it to be an essential part of financial reporting for placing the basic
financial statements in an appropriate operational, economic, or historical context. We have applied
certain limited procedures to the required supplementary information in accordance with auditing
standards generally accepted in the United States of America, which consisted of inquiries of
management about the methods of preparing the information and comparing the information for
consistency with management’s responses to our inquiries, the basic financial statements, and other
knowledge we obtained during our audit of the basic financial statements. We do not express an
opinion or provide any assurance on the information because the limited procedures do not provide
us with sufficient evidence to express an opinion or provide any assurance.

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated
November 25, 2014, on our consideration of Drexel Heights Fire District’s internal control over
financial reporting and on our tests of its compliance with certain provisions of laws, regulations,
contracts, and grant agreements and other matters. The purpose of that report is to describe the scope
of our testing of internal control over financial reporting and compliance and the results of that
testing, and not to provide an opinion on 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 in considering Drexel Heights Fire District’s internal control over financial
reporting and compliance.

Heidprd, mareh £0o,7C

HEINFELD, MEECH & CO., P.C.
CPAs and Business Consultants

November 25, 2014
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DREXEL HEIGHTS FIRE DISTRICT
MANAGEMENT’S DISCUSSION AND ANALYSIS (MD&A)
YEAR ENDED JUNE 30, 2014

As management of the Drexel Heights Fire District (Fire District), we offer readers of the Fire
District’s financial statements this narrative overview and analysis of the financial activities of
the Fire District for the fiscal year ended June 30, 2014,

NATURE OF OPERATIONS

The Drexel Heights Fire District is located on the southwest side of the City of Tucson in the
area of the beautiful Tucson Mountains. The topography of the area consists of flat lands, rolling
desert and beautiful mountain areas. The Fire District is considered primarily a bedroom
community with only scattered pockets of commercial and light industry. The Fire District
population is approximately 50,058.

A five member Board whose members are elected to their offices in an at-large election governs
the Fire District. The Board Members serve staggered terms of four years. The Fire District
employs a Fire Chief who serves as the Chief Administrative Officer of the Fire District. The
Drexel Heights Fire District provides a wide array of services to the residents and visitors of the
Fire District.

Those services include fire suppression and advanced life support ambulance transport service.
Other services provided include fire and general safety public education, fire prevention
inspectional services, both in-house and civilian training programs, special rescue services, and
desert pest relocation. The Fire District maintains both automatic and mutual aid agreements
with our regional fire service organizations. The Fire District also operates a full service
communications dispatch center. The Communications Center serves as a secondary 9-1-1
Public Safety Answering Point (PSAP) providing service for the Fire District, Corona de Tucson
Fire Department, Rincon Valley Fire District, Arivaca Fire District, Green Valley Fire District,
San Xavier District of the Tohono O'odham Nation Fire Department and Mt. Lemmon Fire
District.

The Fire District operates from five Fire Stations and a Communications Center. The Fire
District employs 100 career and approximately eight part-time personnel. The Administration
consists of a Fire Chief, Finance/Administrative Manager, Public Education/Information
Manager/Fire Marshal, and two clerical employees. The Operations Division includes a Division
Chief, three Battalion Chiefs, 12 Captains, 66 career Firefighters, and one Training/Education
Coordinator. The Communications Division consists of a Manager, three shift supervisors, a
training supervisor, seven career telecommunicators and approximately eight part-time
telecommunicators. The Fire District maintains a Technical Rescue Team and is part of the
Countywide Hazardous Materials Team.

DEC 24 2014
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DREXEL HEIGHTS FIRE DISTRICT
MANAGEMENT'’S DISCUSSION AND ANALYSIS (MD&A)
YEAR ENDED JUNE 30, 2014

FINANCIAL HIGHLIGHTS

» The Fire District’s total net position of governmental activities decreased $91,244 which
represents a one percent decrease from the prior fiscal year.

* General revenues accounted for $6.8 million in revenue, or 72 percent of all current fiscal
year revenues. Program specific revenue in the form of charges for services and grants
and contributions accounted for $2.7 million or 28 percent of total current fiscal year
revenues.

o The Fire District had approximately $9.6 million in expenses related to governmental
activities, a decrease of $142,476 from the prior fiscal year.

o The General Fund had $9.2 million in current fiscal year revenues, which primarily
consisted of property taxes and charges for services, and $8.9 million in expenditures.
The General Fund’s fund balance increased $30,662.

¢ The Debt Service Fund had $625,595 in current fiscal year revenues, which primarily
consisted of property taxes and $563,291 in expenditures. The Debt Service Fund’s fund
balance increased from $155,465 at the prior fiscal year end, to $217,769 at the end of the
current fiscal year.

o The Capital Projects Fund had $316,567 in current fiscal year transfers and revenues and
$596,528 in expenditures. The Capital Projects Fund’s fund balance decreased from
$664,226 at the prior fiscal year end, to $384,265 at the end of the current fiscal year due
to increased capital purchases and reduced transfers from the General Fund.

DEC 24 2014
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DREXEL HEIGHTS FIRE DISTRICT
MANAGEMENT’S DISCUSSION AND ANALYSIS (MD&A)
YEAR ENDED JUNE 34, 2014

RESULTS OF OPERATIONS

There were a number of significant accomplishments during the 2014 fiscal year. They
included:

o The purchase of a refurbished Pumper Engine.

¢ The purchase of a new Ambulance.

e Maintained essential services in the face of a bad overall economic climate that
confributed to decreasing property values and declining reimbursements for emergency
medical services.

e A regional dispatch center for fire organizations in conjunction with the Pima County
Wireless Integrated Network (PCWIN).

¢ Lxpanded the use of volunteers for public education and fire prevention activities.

¢ The purchase and installation of a new Firehouse software upgrade.

OVERVIEW OF FINANCIAL STATEMENTS

This discussion and analysis are intended to serve as an introduction to the Fire District’s basic
financial statements. The Fire District’s basic financial statements comprise three components:
1) government-wide financial statements, 2) fund financial statements, and 3) notes to the
financial statements.

Government-wide financial statements, The government-wide financial statements are
designed to provide readers with a broad overview of the Fire District’s finances, in a manner
similar to a private-sector business. The accrual basis of accounting is used for the government-
wide financial statements.

The statement of net position presents information on all of the Fire District’s assets, liabilities,
and deferred inflows/outflows of resources with the difference reported as net position. Over
time, increases or decreases in net position may serve as a useful indicator of whether the
financial position of the Fire District is improving or deteriorating.

The statement of activities presents information showing how the Fire 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 (e.g., uncoilected taxes and earned but unused
compensated absences).

The government-wide financial statements outline functions of the Fire District that are
principally supported by property taxes and charges for services. The governmental activities of
the Fire District include public safety and interest on long-term debt.

Page 7 DEC 24 2014
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DREXEL HEIGHTS FIRE DISTRICT
MANAGEMENT’S DISCUSSION AND ANALYSIS (MD&A)
YEAR ENDED JUNE 30, 2014

OVERVIEW OF FINANCIAL STATEMENTS (Concl’d)

Fund financial statements. A fund is a grouping of related accounts that is used to maintain
control over resources that have been segregated for specific activities or objectives. The Fire
District uses fund accounting to ensure and demonstrate compliance with finance-related legal
requirements, All of the funds of the Fire District are governmental funds.

Governmental funds. Governmental funds are used to account for essentially the same
functions reported as governmental activities in the government-wide financial statements,
However, unlike the government-wide financial statements, governmental fund financial
statements use the modified accrual basis of accounting and focus on near-term inflows of
spendable resources, as well as on balances of spendable resources available at the end of the
fiscal year. Such information may be useful in evaluating the Fire District’s near-term
financing requirements.

Because the focus of governmental funds is narrower than that of the government-wide
financial statements, it is useful to compare the information presented for governmental
funds with similar information presented for governmental activities in the government-wide
financial statements. By doing so, readers may better understand the long-term impact of the
Fire District’s near-term financing decisions. Both the governmental fund balance sheet and
the governmental fund statement of revenues, expenditures and changes in fund balances
provide a reconciliation to facilitate this comparison between governmental funds and
governmental activities.

Information is presented separately in the governmental fund balance sheet and in the
governmental fund statement of revenues, expenditures and changes in fund balances for the
General, Debt Service, and Capital Projects Funds, all of which are considered to be major
funds. The Fire District does not have any non-major governmental funds.

Notes to the financial statements. The notes provide additional information that is essential to
a full understanding of the data provided in the government-wide and fund financial statements.
The notes to the financial statements can be found immediately following the basic financial
statements.

Other infoermation. In addition to the basic financial statements and accompanying notes, this
report also presents certain required supplementary information concerning the Fire District’s
budget process. The Fire District adopts an annual expenditure budget for all governmental
funds. A schedule of revenues, expenditures and changes in fund balances — budget and actual
has been provided for the General Fund as required supplementary information.
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DREXEL HEIGHTS FIRE DISTRICT
MANAGEMENT’S DISCUSSION AND ANALYSIS (MD&A)
YEAR ENDED JUNE 360, 2014

GOVERNMENT-WIDE FINANCIAL ANALYSIS

Net position may serve over time as a useful indicator of a government’s financial position. In
the case of the Fire District, assets exceeded liabilities by $10.5 million at the current fiscal year
end.

The largest portion of the Fire District’s net position reflects its investment in capital assets (e.g.,
land, buildings and improvements, vehicles and apparatus, equipment and communications), less
any related outstanding debt used to acquire those assets. The Fire District uses these capital
assets to provide services; consequently, these assets are not available for future spending.
Although the Fire District’s investment in its capital assets is reported net of related outstanding
debt, it should be noted that the resources needed to repay this debt must be provided from other
sources, since the capital assets themselves cannot be used to liquidate these liabilities.

The following table presents a summary of the Fire District’s net position for the fiscal years
ended June 30, 2014 and June 30, 2013.

As of Asof
June 30, 2014 June 30, 2013
Current assets $ 4,886,167 $ 6,071,914
Capital assets, net 7,947,729 8,003,074
Total assets 12,833,896 14,074,988
Current liabilities 334,083 433,691
Long-term liabilities 2,033,975 3,084,215
Total Habilities 2,368,058 3,517,906
Net position:
Net investment in capital assets 6,502,729 5,458,371
Restricted 259,699 203,514
Unrestricted 3,703,410 4,895,197
Total net position $ 10465838 § 10,557,082

At the end of the current fiscal year the Fire District reported positive balances in both categories
of net position. The same situation held true for the prior fiscal year.

The Fire District’s financial position is the product of several financial transactions including the
net result of activities, the payment of debt, the acquisition and disposal of capital assets, and the
depreciation of capital assets. The addition of $546,550 in capital assets through purchases of
equipment and vehicles and apparatus, the disposal of capital assets originally costing $254,760,
and the current year principal payment of $510,000 are all significant current year transactions
that had an impact on the Statement of Net Position.

ir 24 2014
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DREXEL HEIGHTS FIRE DISTRICT
MANAGEMENT’S DISCUSSION AND ANALYSIS (MD&A)
YEAR ENDED JUNE 30, 2014

GOVERNMENT-WIDE FINANCIAL ANALYSIS (Cont’d)

Changes in net position. The Fire District’s total revenues for the current fiscal year were $9.5
million. The total cost of all programs and services was $9.6 million. The following table
presents a summary of the changes in net position for the fiscal years ended June 30, 2014 and
June 30, 2013.

Fiscal Year Fiscal Year
Ended Ended
June 30, 2014  June 30, 2013
Revenues:
Program revenues:
Charges for services $ 2,657,141 $ 2,846,314
Operating grants and contributions 43,675 43,123
General revenues:
Property taxes, levied for general purposes 5,772,715 6,547,072
Property taxes, levied for debt purposes 617,159 751,077
Fire district assistance taxes 392,209 396,606
Investment income 15,492 31,394
Miscellaneous 25,892 66,277
Total revenues 9,524,283 10,681,863
Expenses:
Public safety 9,562,236 9,583,510
Interest on long-term debt 53,291 174,493
Total expenses 9,615,527 9,758,003
Changes in net position (91,244) 923,860
Net position, beginning 10,557,082 9,633,302
Net position, ending $ 10465838 § 10,557,082

The most significant impact on the change in net position was the $908,275 reduction in
property tax revenues primarily attributed to decreased property values.

The cost of all governmental activities this year was $9.6 million,

Property taxes and fire district assistance taxes (county aid) provided funding of $5.8 and

$392,209, respectively.

Ambulance revenues and other charges for services provided funding of $2.7 million.

Page 10
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DREXEL HEIGHTS FIRE DISTRICT
MANAGEMENT’S DISCUSSION AND ANALYSIS (MD&A)
YEAR ENDED JUNE 30, 2014

FINANCIAL ANALYSIS OF THE FIRE DISTRICT’S FUNDS

As noted earlier, the Fire District uses fund accounting to ensure and demonstrate compliance
with finance-related legal requirements.

Governmental funds. The focus of the Fire District’s governmental funds is to provide
information on near-term inflows, outflows, and balances of spendable resources. Such
information is useful in assessing the Fire District’s financing requirements. In particular,
unassigned fund balance may serve as a useful measure of the Fire District’s net resources
available for spending at the end of the fiscal year.

The financial performance of the Fire District as a whole is reflected in its governmental funds.
As the Fire District completed the year, its governmental funds reported a combined fund
balance of $3.9 million, a decrease of $186,995 due primarily to a decrease in property taxes.

The General Fund is the principal operating fund of the Fire District. The General Fund’s fund
balance increased $30,662. General Fund revenues decreased $499,855 and General Fund
expenditures decreased $222,193.

BUDGETARY HIGHLIGHTS

Over the course of the year, the Fire District made no revisions to the originally adopted General
Fund expenditure and revenue budgets.

A schedule showing the original and final budget amounts compared to the Fire District’s actual
financial activity for the General Fund is provided in this report as required supplementary
information. The significant variances are summarized as follows:

o The unfavorable variance of $103,140 in property taxes was a resuit of lower than
anticipated collections during the year.

e The favorable variance of $217,691 in charges for services was a result of better than
anticipated collections from ambulance services,

¢ The favorable variance of $422,503 in public safety — emergency services expenditures
was a result of Jower than expected expenditures for salaries and maintenance.

DEC 2 4 2014
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DREXEL HEIGHTS FIRE DISTRICT
MANAGEMENT’S DISCUSSION AND ANALYSIS (MD&A)
YEAR ENDED JUNE 30, 2014

CAPITAIL ASSETS AND DEBT ADMINISTRATION

Capital Assets. At year end, the Fire District had invested $8.0 million in capital assets,
including land, buildings and improvements, equipment, communications, vehicles and
apparatus. Total depreciation expense for the current fiscal year was $553,495.

The following schedule presents a summary of capital asset balances for the fiscal years ended
June 30, 2014 and June 30, 2013.

As of As of
June 30, 2014 June 30, 2013
Capital assets — non-depreciable $ 887,703 $ 887,703
Capital assets — depreciable, net 7,060,026 7,115,371
Total $ 7,947,729 § 8,003,074

Additional information on the Fire District’s capital assets can be found in Note 4.

Debt Administration, At year end, the Fire District had $1.4 million in long-term debt
outstanding, $530,000 due within one year,

State statutes limit the amount of general obligation debt a Fire District may issue to 6 percent of
the secondary assessed value. The current debt limitation for the Fire District is $10.7 million.
During the current fiscal year 71 percent of the Fire District’s actual revenues were derived from
real property and fire district assistance taxes.

Additional information on the Fire District’s long-term debt can be found in Notes 5 and 6.

ECONOMIC FACTORS AND NEXT YEAR’S BUDGET AND RATES

Many factors were considered by the Fire District’s administration during the process of
developing the fiscal year 2014-15 budget. Among them was declining assessed values which
continued for the fifth straight year, and the declining reimbursement revenue for emergency
medical service transportation.

Also considered in the development of the budget is the local economy and inflation of the
surrounding area.

Budgeted expenditures in the General Fund decreased 5 percent to $9.2 million in fiscal year
2014-15. The reduced expenditures are primarily the result of the transfer of communication
expenditures from the General Fund to the newly created Regional Fire Communications special
revenue fund. ‘

I
§
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DREXEL HEIGHTS FIRE DISTRICT
MANAGEMENT’S DISCUSSION AND ANALYSIS (MD&A)
YEAR ENDED JUNE 30, 2014

CONTACTING THE FIRE DISTRICT’S FINANCIAL MANAGEMENT

This financial report is designed to provide our citizens, taxpayers, and investors and creditors
with a general overview of the Fire District’s finances and to demonstrate the Fire District’s
accountability for the resources it receives. If you have questions about this report or need
additional information, contact the Administration Center, Drexel Heights Fire District, 5030 S,
Camino Verde, Tucson, Arizona 85735,
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DREXEL HEIGHTS FIRE DISTRICT

STATEMENT OF NET POSITION

JUNE 30,2014
Governmental
Activities
ASSETS
Current assets:
Cash and investiments $ 3,565,591
Cash held by paying agents 212,982
Property taxes receivable 472,571
Accounts receivable 593,752
Prepaid items 41,271
Total current assets 4,886,167
Noncurrent assets:
Capital assets, non-depreciable 887,703
Capital assets, depreciable (net) 7,060,026
Total noncurrent assets 7,947,729
Total assets 12,833,896
LIABILITIES
Current Habilities:
Accounts payable 104,815
Accrued payroll and employee benefits 229,268
Compensated absences payable 205,000
Bonds payable 530,000

Total current liabilities

Noncurrent liabilities;

1,069,083

Compensated absences 383,975
Bonds payable 915,000
Total noncurrent liabilities 1,298,975
Total liabilities 2,368,058

NET POSITION
Net investment in capital assets 6,502,729

Restricted for:

Debt service 259,699
Unrestricted 3,703,410

Total net position

3 10465838

OEC 24 20
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The notes to the basic financial statements are an integral part of this statement.
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DREXEL HEIGHTS FIRE DISTRICT
STATEMENT OF ACTIVITIES

YEAR ENDED JUNE 30, 2014
Net (Expense)
Revenue and
Changes in Net
Program Revenues Position
Operating
Charges for Grants and Governmental
Functions/Programs Expenses Services Contributions Activities
Governmental activities;
Public safety - emergency services $ 7,788,658 § 2,657,141 § 43,675 § (5,087,842)
Public safety - administration 1,773,578 (1,773,578)
Interest on long-term debt 53,291 (53,291)
Total governmental activities 3 9615527 $ 2,657,141 § 43,675 (6,914,711)

General revenues:

Taxes:
Property taxes, levied for general purposes 5,772,715
Property taxes, levied for debt purposes 617,159
Fire district assistance taxes 392,209
Investment income 15,492
Miscellaneous 25,892
Total general revenues 6,823,467
Changes in net position (91,244)
Net position, beginning of year 10,557,082
Net position, end of year $ 10,465,838

The notes to the basic financial statements are an integral part of this statement.
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DREXEL HEIGHTS FIRE DISTRICT
BALANCE SHELT - GOVERNMENTAL FUNDS

JUNE 30,2014
General Fund Debt Service Capital Projects
ASSETS
Cash and investments $ 3,125,337 $ 212,982 § 440,254
Property taxes receivable 425,854 46,717
Accounts receivable 593,752
Prepaid items 38,031 3,240
'Total assets $ 4,182,974 $ 259,609 $ 443,494
LIABILITIES. DEFERRED INFLOWS OF
RESOURCES AND FUND BALANCES
Liabilities:
Accounts payable $ 45,586 $ $ 59,229
Accrued payroll and employee benefits 229,268
Total liabilities 274,854 59220
Deferred inflows of resources:
Unavailable revenues - property taxes 385,091 41,930
Unavailable revenues - charges for services 207,434
Total deferred inflows of resources 592,525 41,930
Fund balances:
Nonspendable 38,031 3,240
Restricted 217,769
Committed 381,025
Unassigned 3,277,564
Total fund balances 3,315,595 217,769 384,265
Total liabilities, deferred inflows of resources
and fund balances $ 4,182,974 § 259,699 $ 443,494

DEC 2 4 9y
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The notes to the basic financial statements are an integral part of this statement.
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Total
Governmental
Funds

$ 31778573
472,571
593,752

41,71

54386167

229 268
334,083

iUy

427,021
207,434
634,455

41,271
217,769
381,025
_sa7rsed
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S 4886167
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DREXEL HEIGHTS FIRE DISTRICT
RECONCILIATION OF THE BALANCE SHEET - GOVERNMENTAL FUNDS
TO THE STATEMENT OF NET POSITION
JUNE 30, 2014

Total governmental fund balances $ 3,917,629

Amounts reported for govermmental activities in the Statement of
Net Position are different because:

Capital assets used in governmental activities are not financial
resources and, therefore, are not reported in the funds.

Governmental capital assets . $ 12,841,403
Less accumulated depreciation (4,893,674) 7,947,729

Some receivables are not available to pay for current period
expenditures and, therefore, are reported as unavailable revenues
in the funds.

Property taxes 427,021
Charges for services 207,434 634,455

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

Compensated absences payable (588.,975)
Bonds payable {1,445,000) (2,033,975)
Net position of governmental activities b 10,465,838

DEC 24 29y
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The notes to the basic financial statements are an integral part of this statement.
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DREXEL HEIGHTS FIRE DISTRICT
STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCES -

GOVERNMENTAL FUNDS
YEAR ENDED JUNE 30,2014
General Fund Debt Service Capital Projects
Revenues:

Property taxes b 5,799,170 $ 623,278 $
Fire district assistance taxes 392,209
Intergovernmental 43,675
Charges for services 2,933,711
Investment income 11,608 2,317 1,567
Miscellaneous 25,892

Total revenues 9,206,265 625,595 1,567

Expenditures:
Current -
Public safety - emergency services 7,081,372
Public safety - administration 1,743,297
Capital outlay 29,934 596,528
Debt service -

Principal retirement 510,000

Interest and fiscal charges 53,29]

Total expenditures 8,860,603 563,291 596,528
Excess (deficiency) of revenues over expenditures 345,662 62,304 {594,961)
Other financing sources (uses):

Transfer in 315,000
Transfer out (315,000)

‘Fotal other financing sources (uses): (315,000) 315,000
Changes in fund balances 30,662 62,304 (279,961)
Fund balances, beginning of year 3,284,933 155,465 664,226
Fund balances, end of year $ 3,315,595 $ 217,769 $ 384,265

DEC 24 2014
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The notes to the basic financial statements are an integral part of this statement.
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Total
Governmental
Funds

$ 6,422,448
392,209

43,675
2,933,711
15,492

25,892
9,833,427

7,087,372
1,743,297
626,462
510,000
53,291
10,620,422
(186,995)

315,000
{(315,000)

(186,995)
4,104,624

$ 3,917,629
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DREXEL HEIGHTS FIRE DISTRICT
RECONCILIATION OF THE STATEMENT OF REVENUES, EXPENDITURES AND CHANGES
IN FUND BALANCES - GOVERNMENTAL FUNDS TO THE STATEMENT OF ACTIVITIES
YEAR ENDED JUNE 30, 2014

Net changes in fund balances - total gevernmental funds

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

Governmental funds report the portion of capital outtay for capitalized assets as expenditures.
However, in the Statement of Activities, the costs of those assets are allocated over their
estimated useful lives as depreciation expense.

Expenditures for capitalized assets $ 546,550

Less current year depreciation (553,493)

Some revenues in the Statement of Activities that do not provide current financial
resources are not reported as revenues in the funds.

Property taxes (32,574)
Charges for services {276,570)

Repayments of bond principal are expenditures in the governmental funds
but the repayment reduces long-term Habilities in the Statement of Net Position.

Some expenses reported in the Statement of Activities do not require
the use of current financial resources and, therefore, are not reported as
expenditures in governmental funds.

Loss on disposal of assets {48,400}
Compensated absences {49,760}

$ (186,995}

(6.945)

(309,144)

510,000

(98,160}

Changes in net position in governmental activities

;

The notes to the basic financial statements are an integral part of this statement.
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DREXEL HEIGHTS FIRE DISTRICT
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2014

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The financial statements of the Drexel Heights Fire District (Fire District) have been
prepared in conformity with accounting principles generally accepted in the United States of
America as applied to government units. The Governmental Accounting Standards Board
(GASB) is the accepted standard-setting body for establishing governmental accounting and
financial reporting principles.

During the year ended June 30, 2014, the Fire District implemented the provisions of GASB
Statement No. 65, Items Previously Reported as Assets and Liabilities. GASB Statement
No. 65 establishes accounting and financial reporting standards that reclassify, as deferred
outflows of resources or deferred inflows of resources, certain items that were previously
reported as assets and liabilities and recognizes, as outflows of resources or inflows of
resources, certain items that were previously reported as assets and liabilities.

The more significant of the Fire District’s accounting policies are described below.
A. Reporting Entity

The Governing Board is organized under Statute Title 48 of the Arizona Revised Statutes
(A.R.S)). Management of the Fire District is independent of other state or local governments.
The County Treasurer collects taxes for the Fire District, but exercises no control over its
expenditures/expenses.

The power and authority given to the Fire District is vested in a Governing Board, each
member being elected for a four-year term. The Governing Board has the statutory authority
to adopt and modify the budget; levy taxes; control all assets, including facilities and
properties; authorize borrowing, or long-term debt issuances; sign contracts, and develop the
programs to be provided. The responsibility and accountability over all funds and fiscal
matters are vested in the Governing Board. The Fire District is responsible for its debts and
is entitled to surpluses. No separate agency receives a financial benefit from nor imposes a
financial burden on the Fire District.

The financial reporting entity consists of a primary government and its component units. A
component unit is a legally separate entity that must be included in the reporting entity in
conformity with generally accepted accounting principles. The Fire District is a primary
government because it is a special-purpose government that has a separately clected
governing body, is legally separate, and is fiscally independent of other state or local
governments. Furthermore, there are no component units combined with the Fire District for
financial statement presentation purposes, and the Fire District is not included in any other
governmental reporting entity.

DEC 2 4 201
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DREXEL HEIGHTS FIRE DISTRICT
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2014

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Cont’d)
B. Government-Wide and Fund Financial Statements

The government-wide financial statements (i.e., the statement of net position and the
statement of activities) present financial information about the Fire District as a whole. The
reported information includes all of the nonfiduciary activities of the Fire District. For the
most part, the effect of internal activity has been removed from these statements. These
statements are to distinguish between the governmental and business-type activities of the
Fire District. Governmental activities normally are supported by taxes and charges for
services, and are reported separately from business-type activities, which rely to a significant
extent on fees and charges for support. The Fire District does not have any business-type
activities.

The statement of activities demonstrates the degree to which the direct expenses of a given
function or segment are offset by program revenues. Direct expenses are those that are
clearly identifiable with a specific function or segment. Program revenues include 1) charges
to customers or applicants who purchase, use, or directly benefit from goods, services, or
privileges provided by a given function or segment and 2) grants and contributions that are
restricted to meeting the operational or capital requirements of a particular function or
segment. Taxes and other items not included among program revenues are reported instead
as general revenues.

C. Measurement Focus, Basis of Accounting, and Financial Statement Presentation

Government-Wide Financial Statements — The government-wide financial statements are
reported using the economic resources measurement focus and the accrual basis of
accounting. Revenues are recorded when earned and expenses are recorded when a liability
is incurred, regardless of the timing of related cash flows. Property taxes are recognized as
revenues in the year for which they are levied. Grants and similar items are recognized as
revenue as soon as all eligibility requirements imposed by the grantor or provider have been
met. As a general rule, the effect of internal activity has been eliminated from the
government-wide financial statements; however, the effects of mterfund services provided
and used between functions are reported as expenses and program revenues al amounts
approximating their external exchange value.

Fund Financial Statements — Governmental fund financial statements are reported using the
current financial resources measurement focus and the modified accrual basis of accounting.
Revenues are recognized as soon as they are both measurable and available. Revenues are
considered to be available when they are collectible within the current period or soon enough
thereafter to pay liabilities of the current period. For this purpose, the Fire District considers

DEC 24 2014
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DREXEL HEIGHTS FIRE DISTRICT
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2014

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Cont’d)

revenues to be available if they are collected within 60 days of the end of the current fiscal
period. Expenditures generally are recorded when a liability is incurred, as under accrual
accounting. However, debt service expenditures, as well as expenditures related to
compensated absences, and claims and judgments, are recorded only when payment is due.

Property taxes, charges for services, fees and interest associated with the current fiscal period
are all considered to be susceptible to accrual and have been recognized as revenues of the
current fiscal period. Grants and similar awards are recognized as revenue as soon as all
eligibility requirements imposed by the grantor or provider have been met. Unearned
revenues arise when resources are received by the Fire District before it has legal claim to
them, as when grant monies are received prior to meeting all eligibility requirements imposed
by the provider.

Delinquent property taxes and other receivables that will not be collected within the available
period have been reported as unavailable revenues on the governmental fund financial
statements.

The focus of governmental fund financial statements is on major funds rather than reporting
funds by type. Each major fund is presented in a separate column. Non-major funds are
aggregated and presented in a single column. The Fire District currently only has major
funds.

The Fire District reports the following major governmental funds:

General Fund — The General Fund is the Fire District’s primary operating fund, It
accounts for all resources used to finance Fire District maintenance and operation except
those required to be accounted for in other funds.

Debt Service Fund - The Debt Service Fund accounts for the accumulation of resources
for, and the payment of, long-term debt principal, interest and related costs. In the Fire
District’s budget, this fund is referred to as “Bond Projects.”

Capital Projects Fund — The Capital Projects Fund accounts for funds received and
expended for the construction of buildings and improvements as well as for the
acquisition of apparatus and major equipment for use by the Fire District. In the Fire
District’s budget, this fund is referred to as “Capital Reserve.”

DEC 24 201
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DREXEL HEIGHTS FIRE DISTRICT
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2014

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Cont’d)

D. Cash and Investments

AR.S. require the Fire District to deposit certain cash with the Pima County Treasurer’s
Investment Pool. Interest carned from investments purchased with pooled monies is
allocated to each of the Fire District’s funds based on their average balances. Fair value of
the investments in the pool is the same as the value of the pool shares. All investments are
stated at fair value.

A.R.S. authorize the Fire District to invest public moenies i the State Treasurer’s local
government investment pools, the County Treasurer’s investment pool, obligations of the
U.S. Government and its agencics, obligations of the State and certain local government
subdivisions, interest-bearing savings accounts and certificates of deposit, collateralized
repurchase agreements, certain obligations of U.S. corporations, and certain other securities.
The statutes do not include any requirements for credit risk, custodial credit risk,
concentration of credit risk, interest rate risk, or foreign currency risk for the Fire District’s
investments.

E. Investment Income

Investment income is composed of interest, dividends, and net changes in the fair value of
applicable investments.

F. Receivables and Payables

Activity between funds that is representative of lending/borrowing arrangements outstanding
at the end of the fiscal year is referred to as either “due to/from other funds” (i.e., the current
portion of interfund loans) or “advances to/from other funds” (i.e., the non-current portion of
interfund loans). All other outstanding balances between funds are reported as “due to/from
other funds,” Interfund balances between governmental funds are eliminated on the
Statement of Net Position.

All receivables, including property taxes receivable, are shown net of an allowance for
uncollectibles.

G. Property Tax Calendar

Property tax levies are calculated by applying tax rates against either the primary assessed
valuation and the secondary assessed valuation. Primary and secondary valuation categories
are composed of the exact same properties. However, the primary category limits the
increase in property values to 10% from the previous year, while there is no limit to the
increase in property values for secondary valuation. Override and debt service tax rates are
applied to the secondary assessed valuation and all other tax rates are applied to the primary
assessed valuation.

i
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DREXEL HEIGHTS FIRE DISTRICT
NOTES TO FINANCIAL STATEMENTS
JUNE 30,2014

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Cont’d)

The County levies real property taxes on or before the third Monday in August, which
become due and payable in two equal instaliments. The first installment is due on the first
day of October and becomes delinquent after the first business day of November. The
second installment is due on the first day of March of the next year and becomes delinquent
after the first business day of May. The billings are considered past due on these dates, at
which time the applicable property is subject to penalties and interest.

The County also levies various personal property taxes during the year, which are due the
second Monday of the month following receipt of the tax notice, and become delinquent 30
days thereafier.

Pursuant to A.R.S., a lien against assessed real and personal property attaches on the first day
of January preceding assessment and levy; however according to case law, an enforceable
legal claim to the asset does not arise.

H. Prepaid Items

Certain payments to vendors reflect costs applicable to future accounting periods and are
recorded as prepaid items in both the government-wide and fund financial statements.
Prepaid items are recorded as expenses when consumed in the government-wide financial
statements and as expenditures when purchased in the fund financial statements.

L. Capital Assets

Capital assets, which include land; buildings and improvements; equipment;
communications; and vehicles and apparatus, are reported in the government-wide financial
statements.

Capital assets are defined by the Fire District as assets with an initial, individual cost in
excess of $2,500 and an estimated useful life of more than one year. Such assets are
recorded at historical cost, or estimated historical cost if actual historical cost is not available.
Donated capital assets are recorded at the estimated fair market value at the date of donation.

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

Capital assets are depreciated and charged to the public safety-emergency services function
using the straight-line method over the following estimated useful lives:

Improvements, other than building 5 —20 years
Buildings 25 —40 years
Equipment, communications,

vehicles and apparatus 3 —20 years

DEC 2 4 201
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DREXEL HEIGHTS FIRE DISTRICT
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2014

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Cont’d)

J. Compensated Absences

All fulltime employees of the Fire District accrue Paid Time Off (PTO) to use for vacation or
sick leave. PTO is earned monthly beginning with the first month of employment. The
amount of time earned cach month is established in policy. Employees are limited in the
amount of hours they may cartyover from one fiscal year to another. This limit is defined in
policy. Upon termination, employees are eligible to receive payment for a percentage of the
outstanding PTO balance at a predetermined ratio set in policy. Compensated absences are
accrued and reported as liabilities in the government-wide financial statements.
Governmental funds report only the current portion of compensated absences payable as a
result of employee termination, resignation or retirement. Generally, resources from the
General Fund are used to pay for compensated absences.

K. Long-term Obligations

In the government-wide financial statements, long-term debt and other long-term obligations
are reported as liabilities on the statement of net position. Bond premiums and discounts, as
well as, the difference between the reacquisition price and the net carrying amount of the old
debt, are deferred and amortized over the life of the bonds using the straight-line method over
the term of the related debt.

In the fund financial statements, governmental fund types recognize bond premiums and
discounts, as well as bond issuance costs, during the current period. The face amount of debt
issued is reported as other financing sources. Premiums received on debt issuances are
reported as other financing sources while discounts on debt issuances are reported as other
financing uses. Issuance costs, whether or not withheld from the actual debt proceeds
received, are reported as debt service expenditures.

L. Interfund Activity

Flows of cash from one fund to another without a requirement for repayment are reported as
interfund transfers. Interfund transfers between governmental funds are eliminated in the
Statement of Activities. Interfund transfers in the fund financial statements are reported as
other financing sources/uses in governmental funds.

M. Net Position Flow Assumption
In the government-wide financial statements the Fire District applies restricted resources first

when outlays are incurred for purposes for which either restricted or unrestricted amounts are
available.

OEC 2 4 2014
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DREXEL HEIGHTS FIRE DISTRICT
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2014

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (ConcPd)

N. Estimates

The preparation of the 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 amounts reported in the financial statements and
accompanying notes, Actual results may differ from those estimates.

0. Deferred Outflows/Inflows of Resources

In addition to assets, the statement of financial position may report a sepatate section for
deferred outflows of resources. This separate financial statement element, deferred outflows
of resources, represents a consumption of net position that applies to a future period and so
will not be recognized as an outflow of resources (expense/expenditure) until then. The Fire
District did not have any items that qualified for reporting in this category.

In addition to liabilities, the statement of financial position may report a separate section for
deferred inflows of resources. This separate financial statement element, deferred inflows of
resources, represents an acquisition of net position that applies to a future period and so will
not be recognized as an inflow of resources (revenue) until that time.

P. New Accounting Pronouncement

GASB Statement No. 68, Accounting and Financial Reporting for Pensions will be effective
for the Fire District’s June 30, 2015 fiscal year end. This Statement replaces the
requirements of prior GASB standards for pensions accounting and reporting. This
Statement requires governments providing defined benefit pensions to recognize the long-
term obligation for pension benefits as a liability, and to more comprehensively and
comparably measure the annual costs of pension benefits. Each employer participating in a
multiple-employer defined benefit pension plan will be required to record a liability
representing their “proportionate share” of the plan’s total net pension liability. This
Statement also enhances accountability and transparency through revised note disclosures
and new required supplementary information.
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DREXEL HEIGHTS FIRE DISTRICT
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2014

NOTE 2 - FUND BALANCE CLASSIFICATIONS

Fund balances of the governmental funds are reported separately within classifications based
on a hierarchy of the constraints placed on the use of those resources. The classifications are
based on the relative strength of the constraints that control how the specific amounts can be
spent. The classifications are nonspendable, restricted, and unrestricted, which includes
committed, assigned, and unassigned fund balance classifications. All of the classifications
are described below.

Nonspendable. The nonspendable fund balance classification includes amounts that cannot
be spent because they are not in spendable form, or legally or contractually required to be
maintained intact.

Restricted. Fund balance is reported as restricted when constraints placed on the use of
resources are either externally imposed by creditors (such as through debt covenants),
grantors, contributors, or laws or regulations of other governments or is imposed by law
through constitutional provisions or enabling legislation.

Committed. The committed fund balance classification includes amounts that can be used
only for the specific purposes imposed by formal action of the Governing Board. Those
committed amounts cannot be used for any other purpose unless the Governing Board
removes or changes the specified use by taking the same type of action it employed to
previously commit those amounts.

Assigned. Amounts in the assigned fund balance classification are intended to be used by the
Fire District for specific purposes but do not meet the criteria to be classified as restricted or
committed. In governmental funds other than the General Fund, assigned fund balance
represents the remaining amount that is not restricted or committed. In the General Fund,
assigned amounts represent intended uses established by the Governing Board or a
management official delegated that authority by the formal Governing Board action. The
Fire District does not have a formal policy or procedures for the utilization of assigned fund
balance, accordingly, no assigned fund balance amounts are reported.

Unassigned. Unassigned fund balance is the residual classification for the General Fund and
includes all spendable amounts not contained in the other classifications. In other
governmental funds, the unassigned classification is used only to report a deficit balance
resulting from overspending for specific purposes for which amounts had been restricted,
committed, or assigned.

The Fire District applies restricted resources first when outlays are incurred for purposes for
which either restricted or unrestricted (committed, assigned, and unassigned) amounts are
available, Similarly, within unrestricted fund balance, committed amounts are reduced first
followed by assigned, and then unassigned amounts when expenditures are incurred for
purposes for which amounts in any of the unrestricted fund balance classifications could be
used.

R
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DREXEL HEIGHTS FIRE DISTRICT
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2014

NOTE 3 - CASH AND INVESTMENTS

Custodial Credit Risk — Deposits. Custodial credit risk is the risk that in the event of bank
failure the Fire District’s deposits may not be returned to the Fire District. The Fire District
does not have a deposit policy for custodial credit risk. At year end, the carrying amount of
the Fire District’s deposits was $1,954,226 and the bank balance was $2,098,794. At year
end, $2,098,794 of the Fire District’s deposits were insured or covered by collateral held by
the pledging financial institution in the Fire District’s name. In addition, at year end the Fire
District had $290 cash on hand.

The County Treasurer’s pool is an external investment pool with no regulatory oversight.
The pool is not required to register (and is not registered) with the Securities and Exchange
Commission. The fair value of each participant’s position in the County Treasurer
investment pool approximates the value of the participant’s shares in the pool and the
participants’ shares are not identified with specific investments.

At year end, the Fire District’s investments consisted of the following.

Average Maturities Fair Value
County Treasuret’s investment pool 268 days $ 1,824,057
Total $ 1,824,057

Interest Rate Risk. The Fire District does not have a formal investment policy that limits
investment maturities as a means of managing its exposure to fair value losses arising from
increasing interest rates.

Credit Risk. The Fire District has no investment policy that would further limit its
investment choices. As year end, the Fire District’s investment in the County Treasurer’s
investment pool did not receive a credit quality rating from a national rating agency.

Custodial Credit Risk — Investments. The Fire District’s investment i the County
Treasurer’s investment pool represents a proportionate interest in the pool’s portfolio;
however, the Fire District’s portion is not identified with specific investments and is not
subject to custodial credit risk.
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DREXEL HEIGHTS FIRE DISTRICT
NOTES TO FINANCIAL STATEMENTS

NOTE 4 - CAPITAL ASSETS

A summary of capital asset activity for the current fiscal year follows.

JUNE 30, 2014

Beginning Ending
Governmental Activities Balance Increase Decrease Balance
Capital assets, not being depreciated:
Land $ 887,703 § $ $ 887,703
Total capital assets, not being depreciated 887,703 887,703
Capital assets, being depreciated:
Buildings and improvements 6,534,615 6,534,615
Equipment 1,117,972 25,641 24,000 1,119,613
Communications 612,016 177,486 230,760 558,742
Vehicles and apparatus 3,397,307 343,423 3,740,730
Total assets, being depreciated 11,661,910 546,550 254,760 11,953,700
Less accumulated depreciation for:
Buildings and improvements (1,318,594)  (163,544) (1,482,138)
Equipment (972,212) (64,922) (24,000) (1,013,134)
Communications (286,207) (44,806)  (182,360) (148,653)
Vehicles and apparatus (1,969,526) (280,223) (2,249,749)
Total accumulated depreciation (4.546,539)  (553,495) (206,360) (4,893,674)
Total capital assets, being depreciated, net 7,115,371 (6,945) 48,400 7,060,026
Governmental activities capital assets, net $8,003,074 $ (6,945) $ 48,400 § 7,947,729

NOTE 5 - GENERAL OBLIGATION BONDS PAYABLE

Bonds payable at year end consisted of the following outstanding general obligation bonds.
Property taxes from the Debt Service Fund are used to pay bonded debt.

Original Outstanding Due
Amount Interest ~ Remaining Principal Within
Purpose {ssued Rates Maturities  June 30,2014  One Year
Governmental activities:
Series B, 2005 $ 1,560,000 3.88-5.00% 8/1/15  § 125,000 § 125,000
Series B, 2006 1,350,000 4.25-5.00% 8/1/15-16 320,000 155,000
GO Refunding 2012 1,000,000 0.95% 7/1/15-17 1,000,000 250,000
Total $ 1,445,000 $ 530,000

DEC 24 2014

BEMSTS-CON & RATES
Page 38 &




DREXEL HEIGHTS FIRE DISTRICT
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2014

NOTE 5 — GENERAL OBLIGATION BONDS PAYABLE (Concl’d)

Annual debt service requirements to maturity on general obligation bonds at year end are
summarized as follows.

Governmental Activities

Year ending June 30: Principal Interest
2015 $ 530,000 § 21,621
2016 455,000 9,254
2017 460,000 2,185

Total $ 1,445,000 § 33,060

NOTE 6 - CHANGES IN LONG-TERM LIABILITIES

Long-term Hability activity for the current fiscal year was as follows.

Beginning ‘ Ending Due Within
Balance Additions Reductions Balance One Year
Governmental activities:
Bonds payable $ 1,955,000 $ $ 510000 § 1,445,000 $ 530,000
Compensated absences payable 539,215 103,042 53,282 588,975 205,000
Governmental activity long-term
liabilities $ 2,494,215 § 103,042 § 563,282 §  2,033975 $ 735,000

NOTE 7 - INTERFUND TRANSFERS

Interfund transfers — During the fiscal year, the Fire District transferred $315,000 from the
General Fund to the Capital Projects Fund.

The Fire District, as a matter of practice, transfers tax revenues specifically budgeted, or
unencumbered cash available at the end of the fiscal year from the General Fund, to the
Capital Projects Fund to provide for planned future acquisitions of apparatus, vehicles,
buildings and improvements, Such transfers are not restricted by statute and can be
transferred back to the General Fund upon Board approval.

DEC 24 2014
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DREXEL HEIGHTS FIRE DISTRICT
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2014

NOTE 8 —~ RISK MANAGEMENT

The Fire 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. The
Fire District carries commercial insurance for all risks of loss, including property and
liability, workers® compensation, and employee health and accident insurance. Settled claims
resulting from these risks have not exceeded commercial insurance coverage in any of the
past three fiscal years.

NOTE 9 — PENSIONS AND OTHER POSTEMPLOYMENT BENEFITS

Plan Descriptions — The Fire District contributes to the two plans described below. Benefits
are established by state statute and generally provide retirement, death, long-term disability,
survivor, and health insurance premium benefits.

The Arizona State Retirement System (ASRS) administers a cost-sharing, multiple-employer
defined benefit pension plan; a cost-sharing, multiple-employer defined health insurance
premium plan; and a cost-sharing, multiple-employer defined benefit long-term disability plan
that covers employees of the State of Arizona and employees of participating political
subdivisions and school districts. The ASRS is governed by the Arizona State Retirement
System Board according to the provisions of A.R.S. Title 38, Chapter 5, Article 2.

The Public Safety Personnel Retirement System (PSPRS) administers an agent multiple-
employer defined benefit pension plan and an agent multiple-employer defined benefit health
insurance premium plan that covers public safety personnel who are regularly assigned
hazardous duty as employees of the State of Arizona or one of its political subdivisions. The
PSPRS, acting as a common investment and administrative agent, is governed by a seven-
member Board of Trustees and local boards according to the provisions of A.R.S. Title 38,
Chapter 5, Article 4.

Each plan issues a publicly available financial report that includes its financial statements and
required supplementary information. A report may be obtained by writing or calling the
applicable plan. The reports are also available on their websites at www.azasrs.gov and
WWW.PSPIs.com.

ASRS PSPRS
P. 0. Box 33910 3010 E. Camelback Road Suite 200
Phoenix, AZ 85067-3910 Phoenix, AZ 85016

(602) 240-2200 or (800) 621-3778  (602) 255-5575

4 P

DEC 2 4 2014
BEMSTS-CON & paT)

=
Loy

Page 40



DREXEL HEIGHTS FIRE DISTRICT
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2014

NOTE 9 -~ PENSIONS AND OTHER POSTEMPLOYMENT BENEFITS (Cont’d)

Funding policy — The Arizona State Legislature establishes and may amend active plan
members’ and the Fire District’s contribution rates.

Cost-sharing plan Arizona State Retirement System — For the current fiscal year, active ASRS
members were required by statute to contribute at the actuarially determined rate of 11.54
percent (11.30 percent for retirement and 0.24 percent for long-term disability) of the
members® annual covered payroll and the Fire District was required by statute to contribute at
the actuarially determined rate of 11.54 percent (10.70 percent for retirement, 0.60 percent for
health insurance premium, and 0.24 percent for long-term disability) of the members’ annual
covered payroll.

The Fire District’s contributions for the current and preceding two years, all of which were
equal to the required contributions, were as follows.

_ Health Benefit  Long-Term
Retirement  Supplement Disability

Fund Fund Fund
Year ending June 30:
2014 § 84,591 § 4743 § 1,897
2013 83,724 5,309 1,960
2012 75,085 4,792 1,826

Agent plan Public Safety Personnel Retirement System — For the year ended June 30, 2014,
active PSPRS members were required by statute to contribute 10.35 percent of the members’
annual covered payroll, and the Fire District was required to contribute at the actuarially
determined rate of 17.01 percent.

DEC 2 4 291
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DREXEL HEIGHTS FIRE DISTRICT
NOTES TO FINANCIAL STATEMENTS

JUNE 30, 2014

NOTE 9 — PENSIONS AND OTHER POSTEMPLOYMENT BENEFITS (Cont’d)

Actuarial methods and assumptions — The contribution requirements for the year ended

June 30, 2014 were established by the June 30, 2012 actuarial valuations, and those actuarial

valuations were based on the following actuarial methods and assumptions.

Actuatial

valuations involve estimates of the value of reported amounts and assumptions about the

probability of events in the future.

The required schedule of funding progress which follows provides multi-year trend
information that shows whether the actuarial value of the plans’ assets are increasing or
decreasing over time relative to the actuarial accrued liability for benefits.

Actuarial valuation date

Actuarial cost method

Actuarial assumptions:
Investment rate of return
Projected salary increases

Payroll growth

Amortization method
Remaining amortization period
Asset valuation method

June 30, 2012
Entry Age Normal

8.00%

5.0% - 9.0%

5.0%

Level percent-of-pay closed
24 years for unfunded
7-year smoothed market

Trend Information — Information for the agent plan as of most recent actuarial valuations

follows.

Pension
Year Ended
June 30
2014
2013
2012

Health
Year Ended
June 390
2014
2013
2011

Page 42

Annual Pension Annual Required Percentage of APC
Cost (APC) Contribution (ARC) Contributed
$834,229 $834,229 100%
737,139 737,139 100%
669,042 669,042 100%
Annual Pension Annual Required Percentage of APC
Cost (APC) Contribution (ARC) Contributed
$ 55,999 $ 55,999 100%
60,648 60,648 100%
60,269 60,269 100%

Net Pension
Obligation

Net Pension
Obligation

i b
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DREXEL HEIGHTS FIRE DISTRICT
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2014

NOTE 9 — PENSIONS AND OTHER POSTEMPLOYMENT BENEFITS (Concl’d)

Funding Progress — An analysis of funding progress for each of the agent plans as of the

June 30, 2013 valuation follows.

Pension
Actuarial Actuarial Annual Unfunded Liability
Valuation Value of Accrued Unfunded Funded Covered as Percentage of
Date Plan Assets Liability Liability Ratio Payroll Covered Payroll
June 30, (a) (b) (a-b) (a/b) (c) ([a-bl/e)
2013 $ 17,517,805 $21,027,991 § 3,510,186 83.3% $ 4,473,922 78.5%
2012 16,251,960 19,730,453 3,478,493 82.4% 4,746,991 73.3%
2011 14,437,816 17,510,715 3,072,899 82.5% 4,472,284 68.7%
Health
Actuarial Actuarial Annual Unfunded Liability
Valuation Value of Accrued Funded Funded Covered as Percentage of
Date Plan Assets Liability Liability Ratio Payroll Covered Payroll
June 30, (a) (b) (a-b) (a/b) {©) {[a-b]/c)
2013 -0- $ 647,215 % 647215 0.0% $ 4,473,922 14.47%
2012 -0- 661,102 661,102 0.0% 4,746,991 13.93%
2011 -0- 700,065 700,065 0.0% 4,472,284 15.65%
DEC 24 ppy
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SCHEDULE OF REVENUES, EXPENDITURES AND CHANGES
IN FUND BALANCES - BUDGET AND ACTUAL
(Required Supplementary Information)
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DREXEL HEIGHTS FIRE DISTRICT
SCHEDULE OF REVENUES, EXPENDITURES AND
CHANGES IN FUND BALANCES - BUDGET AND ACTUAL

GENERAL FUND
YEAR ENDED JUNE 30, 2014
Variance with
]iudgetetd Final Budget
—Amoums Positive
Original & Final Actual {Negative)
Revenues:
Property taxes $ 5,902,310 § 5,799,170  §$ (103,140)
Fire district assistance taxes 400,000 392,209 (7,791)
Intergovernmental 102,672 43,675 (58,397)
Charges for services 2,716,020 2,933,711 217,691
Investment income 12,000 11,608 (392}
Miscellaneous 71,620 25,892 (45,728)
Total revenues 9,204,022 9,206,263 2,243
Expenditures:
Current -
Public safety - emergency services 7,509,875 7,087,372 422,503
Public safety - administration 1,897,347 1,743,297 154,050
Capital outlay 71,430 29,934 41,496
Total expenditures 9,478,652 8,860,603 618,049
Excess (deficiency) of revenues over expenditures (274,630) 345,662 620,292
Other financing sources (uses):
Transfer out (215,000} {315,000) (100,000)
Total other financing sources (uses): (215,000} (315,000) (100,000)
Changes in fund balances {489,630} 30,662 520,292
Fund bhalances, beginning of year 3,284,933 3,284,933
Fund balances {(deficits), end of year $ {489.630) 3 3,315,595 $ 3,805,225

UEC 2 4 291
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DREXEL HEIGHTS FIRE DISTRICT
NOTE TO REQUIRED SUPPLEMENTARY INFORMATION
JUNE 30, 2014

NOTE 1 - BUDGETARY BASIS OF ACCOUNTING

The Fire District budget is prepared on a basis consistent with accounting principles
generally accepted in the United States of America.
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REPORT ON INTERNAL CONTROL
AND ON COMPLIANCE
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10120 N. Oracle Road

m HEINFELD, MEECH & CO., P.C Tucson, Arizona 85704
(N R siiadite Tel (520) 742-2611
CPAs and Business Consultants Fax (520) 742-2718

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

Independent Auditor’s Report

Governing Board
Drexel Heights Fire District

We have audited, in accordance with the auditing standards generally accepted in the United
States of America and the standards applicable to financial audits contained in Government
Auditing Standards issued by the Comptroller General of the United States, the financial
statements of the governmental activities and each major fund of Drexel Heights Fire District,
as of and for the year ended June 30, 2014, and the related notes to the financial statements,
which collectively comprise Drexel Heights Fire District’s basic financial statements, and have
issued our report thereon dated November 25, 2014. Our report included an emphasis of matter
paragraph as to comparability because of the implementation of Governmental Accounting
Standards Board Statement No. 65.

Internal Control Over Financial Reporting

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

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

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

DEC 24 2014
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Compliance and Other Matters

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

Compliance with Regulatory Requirements

In connection with our audit, nothing came to our attention that caused us to believe that Drexel Heights
Fire District incurred any debt or liability in excess of taxes levied and to be collected and the monies
actually available and unencumbered at that time in the Fire District’s General Fund, except for those
liabilities as prescribed in A.R.S. section 48-805, subsection B, paragraph 2 and sections 48-806 and
48-807, or that the Fire District failed to comply with A.R.S. section 48-805.02, subsection F. However,
our audit was not directed primarily toward obtaining knowledge of such noncompliance.

Purpose of this Report

The purpose of this report is solely to describe the scope of our testing of internal control and
compliance and the results of that testing, and not to provide an opinion on the effectiveness of
the entity’s internal control or on compliance. This report is an integral part of an audit
performed in accordance with Govermment Auditing Standards in considering the entity’s
internal control and compliance. Accordingly, this communication is not suitable for any other
purpose.
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HEINFELD, MEECH & CO., P.C.
CPAs and Business Consultants

November 25, 2014
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