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GOVERNANCE LETTER 

To the Board of Directors 
Nevada County Consolidated Fire District 
Grass Valley, California 

We have audited the financial statements of the Nevada County Consolidated Fire District for the year 
ended June 30, 2016, and have issued our report thereon dated December 8, 2016.  Professional standards 
require that we provide you with the information about our responsibilities under generally accepted 
auditing, as well as certain information related to the planned scope and timing of our audit.  Professional 
standards also require that we communicate to you the following information related to our audit. 

Our Responsibility under U.S. Generally Accepted Auditing Standards (GAAS) and Government 
Auditing Standards 

As stated in our engagement letter dated April 20, 2016, our responsibility, as described by professional 
standards, is to express an opinion about whether the financial statements prepared by management with 
your oversight are fairly presented, in all material respects, in conformity with U.S. generally accepted 
accounting principles.  Our audit of the financial statements does not relieve you or management of your 
responsibilities. 

Generally accepted accounting principles provide for certain required supplementary information (RSI) to 
supplement the basic financial statements.  Our responsibility with respect to management’s discussion 
and analysis and budgetary comparison schedules, which supplements the basic financial statements, is to 
apply certain limited procedures in accordance with generally accepted auditing standards.  However, the 
RSI will not be audited and, because of the limited procedures do not provide us with sufficient evidence 
to express an opinion or provide any assurance, we will not express an opinion or provide any assurance 
on the RSI. 

As part of our audit, we considered the internal control of the District.  Such considerations were solely 
for the purpose of determining our audit procedures and not to provide any assurance concerning such 
internal control. 

As part of obtaining reasonable assurance about whether the District’s financial statements are free of 
material misstatement, we will perform tests of its compliance with certain provisions of laws, 
regulations, contracts, and grants. However, providing an opinion on compliance with those provisions is 
not an objective of out audit. 

Planned Scope and Timing of the Audit 

An audit includes examining, on a test basis, evidence supporting the amounts and disclosures in the 
financial statements; therefore, our audit involves judgment about the number of transactions to be 
examined and the areas to be tested.  
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Our audit included obtaining an understanding of the entity and its environment, including internal 
control, sufficient to assess the risks of material misstatement of the financial statements and to design the 
nature, timing, and extent of further audit procedures.  Material misstatements may result from (1) errors, 
(2) fraudulent financial reporting, (3) misappropriation of assets, or (4) violations of laws or governmental 
regulations that are attributable to the entity or to acts by management or employees acting on behalf of 
the entity.  We noted no material weaknesses in internal control as a result of our audit.  However, 
material weaknesses may exist that have not been identified. 

We performed the audit according to the planned scope previously communicated to you in our 
engagement letter dated April 20, 2016. 

Qualitative Aspects of Accounting Practices 

Management is responsible for the selection and use of appropriate accounting policies.  The significant 
accounting policies used by the District are described in Note A to the financial statements.  No new 
accounting pronouncements were adopted and the application of existing policies was not changed during 
the year.  We noted no transaction entered into by the District during the year for which there is a lack of 
authoritative guidance or consensus.  All significant transactions have been recognized in the financial 
statements in the proper period. 

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 estimates affecting the financial statements were 
the depreciable lives and method used to depreciate capital assets and the accrual of the unfunded pension 
liability.  We evaluated the key factors and assumptions used to develop the estimates in determining that 
they are reasonable in relation to the financial statements taken as a whole. The accrual for the unfunded 
pension liability was determined by an actuarial valuation performed by CalPERS. 

Certain financial statement disclosures are particularly sensitive because of their significance to financial 
statement users. The most sensitive disclosure affecting the financial statements was the following: 

 Information on the District’s pension plans, including the District’s share of the unfunded pension 
liability, is shown in Note E.  The District’s share of the unfunded pension liability at June 30, 
2015, the most recent measurement date, was $3,801,425, which is reflected as a liability in the 
District’s financial statements as of June 30, 2016.  

The financial statement disclosures are neutral, consistent, and clear.   

Difficulties Encountered in Performing the Audit 

We encountered no difficulties in dealing with management in performing and completing our audit. 

Corrected and Uncorrected Misstatements 

Professional standards require us to accumulate all known and likely misstatements identified during the 
audit, other than those that are trivial, and communicate them to the appropriate level of management.  
Adjustments included 17 closing entries and audit adjustments needed to correct balances of the accounts 
and transactions.  The nature of these adjustments consists of the following: 

 Adjust fund balances to proper beginning balances. 
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 Reclassify the capital lease payments, related capital outlay, and sale of capital assets for 
presentation in the fund statements. 

 Adjust fund balance and net position accounts to reflect and Board commitments and update the 
net investment in capital assets. 

 To reclassify revenue not received within 60 days of year end as unavailable revenue in the Fund 
statements. 

 Various other reclassification entries for financial reporting purposes only. 

Disagreements With Management 

For purposes of this letter, a disagreement with management is a financial accounting, reporting, or 
auditing matter, whether or not resolved to our satisfaction, 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. 

Management Representations 

We have requested certain representations from management that are included in the management 
representation letter dated December 8, 2016. 

Management Consultations With Other Independent Accountants 

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 District’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. 

Other Matters 

We applied certain limited procedures to Management Discussion and Analysis, which is required 
supplementary information (RSI) that supplements the basic financial statements. Our procedures 
consisted of inquiries of management regarding 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 did 
not audit the RSI and do not express an opinion or provide any assurance on the RSI. 
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Restriction of Use 

This information is intended solely for the use of the Board of Directors and management of the District 
and is not intended to be and should not be used by anyone other than these specified parties. 

 
December 8, 2016 
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INDEPENDENT AUDITOR’S REPORT 

To the Board of Directors 
Nevada County Consolidated Fire District 
Grass Valley, California 

Report on the Financial Statements 

We have audited the accompanying financial statements of the governmental activities and each major 
fund of the Nevada County Consolidated Fire District (the District) of and for the year ended June 30, 
2016 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, the 
standards applicable to financial audits contained in Government Auditing Standards, issued by the 
Comptroller General of the United States, and the State Controller’s Minimum Audit Requirements for 
California Special Districts.  Those standards require that we plan and perform the audit to obtain 
reasonable assurance about whether the financial statements are free of material misstatement.  

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

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

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 District as of 
June 30, 2016, and the respective changes in financial position and the respective budgetary comparison 
for the General Fund and Capital Improvements Fund for the year then ended in accordance with 
accounting principles generally accepted in the United States of America as well as accounting systems 
prescribed by the State Controller’s Office and state regulations governing special districts. 

Other Matters 

Required Supplementary Information 

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

Other Reporting Required by Government Auditing Standards 

In accordance with Government Auditing Standards, we have also issued our report dated December 8, 
2016 on our consideration of the District’s internal control over financial reporting and on our tests of its 
compliance with certain provisions of laws, regulations, contracts and grant agreements and other matters.  
The purpose of that report is to describe the scope of our testing of internal control over financial 
reporting and compliance and the results of that testing and not to provide an opinion on internal control 
over financial reporting or on compliance.  That report is an integral part of an audit performed in 
accordance with Government Auditing Standards in considering the District’s internal control over 
financial reporting and compliance. 

 

December 8, 2016 
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NEVADA COUNTY CONSOLIDATED FIRE DISTRICT 
Grass Valley, California 

 
Management's Discussion and Analysis 

for Fiscal Year Ended June 30, 2016 
  

As management of the Nevada County Consolidated Fire District ("the District"), our discussion 
and analysis of the financial performance of the District offers readers of these financial statements an 
overview of the District's financial activities for the year ended June 30, 2016, based on currently known            
facts, decisions, or conditions, as well as a comparative analysis of changes in the District’s financial 
position between FY 2014-15 and FY 2015-16.  We encourage readers to consider the information 
presented here in conjunction with the District's financial statements.   
 
Financial Highlights 
 

 The assets of the District exceeded its liabilities by $1,481,602 (net position) at the close of fiscal 
year 2016.  Unrestricted net position, which is normally used to meet the District's ongoing 
obligations to its creditors, was ($1,989,835) at June 30, 2016, which is negative because of the 
pension liability. 

 
 The District's total net position increased by $906,871.   General revenues of $5,747,790 were 

higher than expenditures of $5,483,755 by $264,035. 
 

 Short-term liabilities (accounts payable, interest and accrued expenses) increased $912.  The 
District's long term liabilities decreased $298,480 (lease payments and pension).  Compensated 
balances increased $1,896.  Total liabilities for the District decreased $295,672.  

 
 At the close of the year ended June 30, 2016, the District's governmental funds reported a 

combined ending fund balance of $2,168,407, an increase of $682,922 from the June 30, 2015 
ending fund balance.   

 
 

Using This Annual Report - Overview of the Financial Statements 
 

This report consists of several basic financial statements.  The Statement of Net Position and the 
Statement of Activities (Pages 12 and 14, respectively, the last column) provide information about the 
financial activities of the District and present a longer-term view of the District’s finances.  These 
statements provide information about the financial activities of the District in a manner similar to a 
private sector companies.  

 
The Governmental Fund Balance Sheet and the Governmental Fund Revenues, Expenditures and 

Change in Fund Balance (Pages 11 and 13, respectively) illustrate how the governmental type activities 
were financed in the short-term, as well as what funds remain for future spending.  These financial 
statements also report the District's operations in more detail than government-wide statements by 
providing information about the District's individual funds. 
 

Financial statement notes are an important part of the basic financial statements.  They provide 
the readers additional information required by Generally Accepted Accounting Principles. 
 
Government-wide Financial Statements  
 
 The financial statements for the District as a whole are on Pages 12 and 14.  The reports provide 
readers with a broad overview of the District as a whole and about its activities for the current period.  
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They include all assets and liabilities using the accrual basis of accounting.  In this method, all of the 
current year's revenues and expenses are taken into account regardless of when cash is paid or received.   
  

The Statement of Net Position represents the difference between all of the District's assets and 
liabilities and the Statement of Activities reports the changes in net position during the fiscal year.  
Examining net position is an effective way to measure the District's financial health or position.  Increases 
and decreases in net position is a good indicator of whether the District's financial position is improving 
or deteriorating   
 

Pr Year
2015-16 2014-15 Incr/<Decr>

Assets
Current & Other 2,340,405$   1,628,694$   711,711$      
Capital Assets 3,903,354     4,135,038     (231,684)      

Total Assets 6,243,759     5,763,732     480,027        

Deferred Outflows of Resources 656,872        670,369        (13,497)$      

Liabilities:
Current 325,454$      322,646$      2,808$         
Long-Term 4,378,690     4,677,170     (298,480)      

Total Liabilities 4,704,144     4,999,816     (295,672)      

Deferred Inflows of Resources 715,425$      860,094        (144,669)$     

Net Position:
Net Investment of Capital Assets 3,326,089$   3,340,468$   (14,379)$      
Restricted 144,808        160,203        (15,395)        
Unrestricted (1,989,835)    (2,926,480)    936,645        

Total Net Position 1,481,062     574,191        906,871        

Condensed Schedule of Net Position
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For the fiscal year 2015-16, net position was $1,481,602, an increase of $906,871, or 158%.  Total Net 
Position included $144,808 in restricted assets (development fees restricted for future capital purchases) 
and a balance of ($1,989,835) in unrestricted net position. 

Pr Year
2015-16 2014-15 Incr/<Decr>

Total Revenues 6,390,626$         5,792,004$         598,622$           
Total Expenses (5,483,755)         (5,406,568)         (77,187)             
Excess (Deficiency) 906,871             385,436             521,435             
Beginning Net Position 574,191             188,755             385,436             
Ending Net Position 1,481,062$         574,191$           906,871$           

Statement of Activities and Changes in Net Position

Total Revenues for fiscal year 2015-16 were higher than the prior year, as were expenses.  Fiscal year 
2015-16 revenues exceeded expenses by $906,871.  Net position increased by $906,871. 

A comparison of revenues for the year ended June 30, 2016 to the revenues for the year ended 
June 30, 2015 is as follows: 

Pr Year
2015-16 2014-15 Incr/<Decr>

Revenues
General Revenues:

Property Taxes 2,599,711$         2,460,930$         138,781$           
State Taxes 335,275             372,940             (37,665)             
Special Assessments 2,655,260          2,585,641          69,619               
Interest Income 8,140 2,697 5,443
Gain/(Loss) on disposal of assets 90,974               (45,464)             136,438             
Other Revenue 58,430               18,103               40,327               

Subtotal 5,747,790          5,394,847          352,943             
Program Revenues:

Reimbursements 568,058             311,382             256,676             
Mitigation Fees 64,246               79,775               (15,529)             
Operating Grants 10,532               6,000 4,532

Total Revenue 6,390,626$         5,792,004$         598,622$           

Property tax revenues increased in FY 2015-16 due to the slow incline of property values.  
Special Assessments revenue increased as parcel assessments increased.  Reimbursements revenue 
increased due to increased strike team activity. 

A comparison of expenses for the year ended June 30, 2016 to the expenses for the year ended 
June 30, 2015 is as follows: 
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Pr Year
Expenditures 2015-16 2014-15 Incr/<Decr>

Salaries, Wages and Benefits 3,981,864$         3,999,503$         (17,639)$            
Insurance 241,392             282,036             (40,644)             
Office/Station Supplies 16,701               16,386               315                   
Medical Supplies 9,558                9,481                77                     
Professional Services 97,506               89,363               8,143                
Tools 33,906               26,954               6,952                
Maintenance 243,312             173,605             69,707               
Communications 18,333               15,205               3,128                
Utilities and Fuel 101,054             112,659             (11,605)             
Special District Expense 69,026               92,988               (23,962)             
Prevention 10,680               10,193               487                   
Fire Agency 113,065             103,533             9,532                
Training 65,915               21,710               44,205               
Clothing / PPE / Uniforms 72,246               72,883               (637)                  
Interest 23,997               22,408               1,589                
Depreciation 360,692             354,058             6,634                
Miscellaneous 24,508               3,603                20,905               

Total 5,483,755$         5,406,568$         77,187$             
 

 

Salary and benefits expenses for FY 2015-16 were $17,639 less than FY 2014-15.  Total salaries 
and wages increased, which were offset by a decrease in pension expense. 
 

Insurance expense decreased due to a reduction in the experience modification factor. 
 

Maintenance costs increased from the prior fiscal year due to facility maintenance projects and 
major vehicle repair. 

 
Special district expense was higher in the prior fiscal year due to election costs. 
 

Training activity increased in FY 2015-16.  This category also includes interns and the newly 
implemented wellness / fitness program. 

 
Miscellaneous increased primarily due to expenses related to rezoning and other costs on 

properties being prepared for sale. 
 
Fund Financial Statements 
 
 The Fund Financial Statements are on pages 12 and 14 and provide information about the 
District's individual funds, not the District as a whole.   
 

The District's services are reported in two governmental funds to help control and manage the 
financial activities for particular purposes:  the Operating Fund and the Building and Equipment Fund 
(Reserves) are combined in the General Fund, and the Capital Improvement Fund (AB1600 – Mitigation 
or Development Fees).  These governmental funds focus on how money flows into and out of the District 
and are used to help control and manage the financial activities of the District’s specific purposes, as well 
as show that the District is meeting its legal responsibilities.  The governmental fund statements provide a 
short-term view of the District's general government operations and the basic services it provides.  
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Governmental fund information helps the financial statement reader determine whether there are more or 
fewer financial resources that can be spent in the near future.  The relationship between governmental 
activities and governmental funds is described on page 31 and 32, Reconciliation of Government-Wide 
and Fund Financial Statements. 
 
Financial Analysis of the Governmental Funds  
 
 The District uses fund accounting to ensure and demonstrate compliance with finance-related 
legal requirements. 

 
The focus of the reporting on the District's governmental funds is to provide information on short-

term inflow, outflow, and balances of spendable resources.  Such information is useful in assessing the 
District's financing requirements, as it indicates a pattern of expenditures vs. funds available to spend.  In 
particular, the unassigned fund balance may serve as a useful measure of a government's net resources 
available for spending at the end of the fiscal year.   

 
For the year-ended June 30, 2016, the District's governmental funds reported combined ending 

fund balances of $2,168,407, an increase of $682,922 over the prior year.  The unassigned fund balance of 
the General Fund is normally available for spending at the District's discretion, while the remainder of the 
fund balance may not necessarily be available for new spending if it has already been committed.  The 
unassigned fund balance of the General Fund is $1,763,479 at June 30, 2016. 

 
 
Budget vs Actual  
 

The Statement of Revenues, Expenditures and Changes in Fund Balances Budget and Actual on 
pages 15 and 16 shows a comparison for the General Fund and the Capital Improvement Fund.  The 
budget is based on anticipated cash flows, while actual amounts are accrual based.  The results are 
potential variances, as later noted.  Revenues, consisting primarily of property taxes, are budgeted at the 
level expected to be collected during the year and expenditures at a level not exceeding expected revenues 
plus the unexpended balance remaining from the previous fiscal year (beginning cash balance).  Revenues 
for the General Fund were $472,761 over budget and expenditures were under budget by $100,297.  
Capital outlays were under budget by $306,600.   Revenues for the Capital Improvement Fund were 
$9,470 under budget and expenditures were $59,245 under budget.  These figures do not include 
beginning cash balances. 
 
 General Fund: Actual revenues were over budget by $472,761 primarily due to 1) increased 
property and state taxes, and 2) strike team reimbursements.  Actual expenses were under budget by 
$100,297. Various categories were under budget, including Salaries, Wages and Benefits.  Capital outlay 
was under spent by $306,600 due to delayed structure improvements. 
 

Capital Improvement Fund:  Actual revenues were under budget by $9,470.  Revenues come from 
AB1600 mitigation fees.  Expenses were under budget due to the delayed purchase of several assets. 

 
Special Tax Funds Collected and Expended 
 

The special tax was used solely for the purpose of providing fire protection, both prevention and 
suppression, and for emergency medical response services within the District and for responses outside of 
the District under automatic/mutual aid agreements with other fire suppression or emergency service 
agencies, and for incidental expenses related to the collection of the tax.  This amount is included as part 
of the special assessments and taxes recorded in the general fund. 
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In the fiscal year ending June 30, 2016, the District received $871,237 from the 2012 Special Tax and 
$1,254 in interest.  These funds were used as follows: 

 
1. Nevada County administrative fees of $8,332. 
2. Operating expenses in the areas of personnel, facility and equipment of $864,206 
3. Fund balance decreased $47. 

 
Capital Asset and Debt Administration 
 
 Capital Assets 
 
 At the end of fiscal year 2015-16, the District had $3,903,354 invested in a range of 
capital assets, including land, structures, vehicles and equipment. This is a $231,684 decrease 
from the prior fiscal year.  Two personnel vehicles, plus various other smaller assets, were 
purchased during the year, which was offset by surplus equipment/vehicle sales and 
depreciation. 

Pr Year
2015-16 2014-15 Incr/<Decr>

Land, Structures, Improvements and
  Construction in Process 2,319,354$         2,987,291$         (667,937)$          
Vehicles 1,378,434          934,989             443,445$           
Equipment 205,566             212,758             (7,192)$             

3,903,354$         4,135,038$         (231,684)$          

Capital Assets at Year End
Net of Depreciation

 
 
Additional detail regarding capital assets is located in Note C of the “Notes to Basic Financial 
Statements”. 
 
 Debt Administration 
 
 The District has two debt obligations: 
 

Pr Year
2015-16 2014-15 Incr/<Decr>

Notes Payable:
West America 218,653             261,797$           (43,144)$            
PNC 358,612             532,773             (174,161)            

577,265$           794,570$           (217,305)$          

Outstanding Debt at Year End

 
 
 West America - In a prior year, as part of the consolidation with Forty-Niner Fire 
Protection District, the District assumed a capital lease for the construction of Station 84 on 
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Coyote Street, Nevada City.  The decrease in the balance is due to scheduled debt payments, 
which are due through December of 2021. 
 

PNC – This debt obligation is for the purchase of a fire engine purchased during the 
prior fiscal year, requiring payments through February 2020.  The District is reserving additional 
funds each payment cycle so the debt can be paid in full in February 2018. 

 
Additional detail regarding the District’s debt is located in Note D of the “Notes to 

Basic Financial Statements 
 
Economic Factors and Next Year's Budget 

 
Current Fiscal Situation and New Special Tax Measure 
 
In FY 2015-16, the District continued to improve its financial stability.  Significant steps include 

increased cash balances in the general fund, and equipment, facility and vehicle upgrades.   
 
The goal for FY 2016-17 is to continue providing for the safety of the community, safety of 

District employees and being good stewards of District assets.  The FY 2016-17 budgets reflect such by 
projecting continued expenditures in personal protective equipment, training, and maintenance of 
facilities, equipment and vehicles.  The District is incurring increased costs in salaries / benefits, utilities 
and fuel. 

 
Although the District experienced financial growth, the District needs to be aware of external 

factors that affect the largest cost; wages and benefits. There also is the continuing need to replace 
vehicles, equipment, and major maintenance projects.  The long term effect of these concerns are 
routinely reviewed and analyzed when preparing extended projections.  The board and staff members use 
the projections as a basis to gain efficiencies on a number of different levels. 

 
CalPERS Retirement Program 
 

 The District currently provides CalPERS retirement plans for four basic employee groups:  Safety 
Classic (3% at age 55), Safety non-Classic (2.7% at age 57), Miscellaneous Classic (3% at age 60) and 
Miscellaneous non-Classic (2% at age 62).  The distinction of Classic are CalPERS members prior to 
January 1, 2013 and Non-Classic are CalPERS members January 1, 2013 and thereafter.  Since our plans 
each had fewer than 100 active members as of June 30, 2003, we were required to participate in a risk 
pool.  At the time of joining the risk pool, a side fund (unfunded asset liability) was created to account for 
the difference between the funded status of the pool and the funded status of our plans.   
 

The unfunded asset liability (UAL) for the District plans, including side funds, as of the following 
measurement dates, are: 

6/30/15 6/30/14 6/30/15 6/30/14

Safety Classic 3,455,491$         3,543,993$         3,767,514$         3,008,554$         
Misc. Classic 350,559             337,189             353,931             315,648$           
Safety Non Classic (4,625)               1,418                 (696)                  (5,472)$              
Misc. Non Classic 193$                 -$                  

Total 3,801,425$         3,882,600$         4,120,942$         3,318,730$         
 

Accounting Valuation - GASB 68 Actuarial Valuation
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GASB 68 modified the reporting requirements for UAL. For accounting valuations, the fiduciary net 
position includes, if applicable, deficiency reserves, fiduciary self-insurance and OPEB expenses.  These 
amounts are excluded for rate setting in the funding actuarial valuation.  Differences may also result from 
early CAFR closing and final reconciled reserves. 
 
Rates for the Districts CalPERS plans are as follows: 
 
Safety Classic – The current employer rate is 17.689%, plus the District pays 1.8% of the employees 9%. 
In fiscal year 2017-18, the employer rate is 17.875%, with the employee paying the entire employee 
portion. 
 
Safety Non Classic – The current employer rate is 12.082%.  In fiscal year 2017-18, the employer rate is 
11.990%.  In both years, the employee pays a matching amount. 
 
Miscellaneous Classic- The current employer rate is 12.657%, plus the District pays 4% of the employees 
8%. In fiscal year 2017-18, the employer rate is 12.698%, with the employee paying the entire employee 
portion. 
 
Miscellaneous Non Classic – The current employer rate is 6.500%.  In fiscal year 2017-18, the employer 
rate is 6.533%.  In both years, the employee pays a matching amount. 
 

Complete CalPERS actuarial valuation reports are available from the District upon request. 
 
 The contribution methodology for 2015-16 and thereafter changed.  The required contribution 
consists of two components; 1) a contribution rate based on payroll, and 2) a fixed dollar amount.  The 
purpose of the change is to insure the unfunded pension liability is funded as classic members reach 
retirement age. 
 
 The District’s management continues to carefully monitor the condition of our pension funds and 
the discount rate.  It is not possible to accurately predict the market’s future impact on CalPERS.  Due to 
the recent performance of the CalPERS funds, there may be further discount rate adjustments, which 
could affect contribution rates and lump sum payments. 
 
 Other Fiscal Matters 

 
As always, the District actively pursues as many sources of funding as are available to us 

(including grants) to ensure that during these challenging economic times our level of service to the 
public remains at the high level we have all come to expect. 
 
Requests for Information 
 
 This financial report is designed to provide a general overview of the Nevada County 
Consolidated Fire District's finances for all those with an interest in the government's finances.  Questions 
concerning any of the information provided in this report or requests for additional information should be 
addressed to the Fire Chief, C/O Nevada County Consolidated Fire District, 11329 McCourtney Road, 
Grass Valley, California, 95949. 



Capital
 General Improvements

 Fund Fund Total
ASSETS

Cash and investments 2,095,074$   2,095,074$   
Restricted cash and investments 144,808$      144,808        
Receivables:

Due from other governments 79,166          79,166          
Other receivables 15,757                                15,757          

Prepaid costs and other assets 5,600                                  5,600            
Capital assets:

Non depreciated                                                                   
Depreciable                                                                   

TOTAL ASSETS 2,195,597$   144,808$      2,340,405$   

DEFERRED OUTFLOWS OF RESOURCES
Pensions

LIABILITIES
Accounts payable 34,028$                              34,028$        
Accrued expenses and other liabilities 115,771                              115,771        
Compensated absences                                                                   
Interest payable
Long-term liabilities:

Leases due within one year                                                                   
Leases due in more than one year                                                                   
Net pension obligation

TOTAL LIABILITIES 149,799        -                    149,799        

DEFERRED INFLOWS OF RESOURCES
Unavailable revenue 22,199                       22,199          
Pensions

TOTAL DEFFERED INFLOWS
OF RESOURCES 22,199          -                    22,199          

FUND BALANCES/NET POSITION
Fund balance:

Nonspendable–prepaid costs and other assets 5,600                                  5,600            
Restricted for capital improvements                       144,808        144,808        
Committed 254,520                              254,520        
Unassigned 1,763,479     1,763,479     

TOTAL FUND BALANCES 2,023,599     144,808        2,168,407     

 TOTAL LIABILITIES, DEFERRED INFLOWS
OF RESOURCES AND FUND BALANCES 2,195,597$   144,808$      2,340,405$   

Net position:
Net investment in capital assets
Restricted for capital improvements
Unrestricted

TOTAL NET POSITION

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

NEVADA COUNTY CONSOLIDATED FIRE DISTRICT 

STATEMENT OF NET POSITION AND GOVERNMENTAL FUND BALANCE SHEET 

June 30, 2016

11



Statement 
Adjustments of Net

(Note H) Position

                       2,095,074$     
144,808          

79,166            
                       15,757            
                       5,600              

534,204$        534,204          
3,369,150       3,369,150       

3,903,354       6,243,759       

656,872          656,872          

                       34,028            
                       115,771          

171,717          171,717          
3,938              3,938              

49,718            49,718            
527,547          527,547          

3,801,425       3,801,425       
4,554,345       4,704,144       

(22,199)                                  
715,425          715,425          

693,226          715,425          

(5,600)             
(144,808)         
(254,520)         

(1,763,479)      
(2,168,407)      

3,326,089       3,326,089       
144,808          144,808          

(1,989,835)      (1,989,835)      

(687,345)$       1,481,062$     
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Capital
General Improvements

Fund Fund Total
PROGRAM REVENUES

Charges for services                      
Reimbursements from other agencies 546,148$                           546,148$      
Mitigation fees                      64,246$        64,246          

Operating grants 10,532          10,532          
TOTAL PROGRAM REVENUES 556,680        64,246          620,926        

EXPENDITURES/EXPENSES
Current:

Public protection 5,282,762     26,755          5,309,517     
Capital outlay 135,050                             135,050        
Depreciation
Debt service:                      

Principal 174,161        43,144          217,305        
Interest 18,649          11,026          29,675          

TOTAL EXPENDITURES/EXPENSES 5,610,622     80,925          5,691,547     

NET PROGRAM EXPENSE (5,053,942)    (16,679)         (5,070,621)    

GENERAL REVENUES
Property taxes and assessments 2,599,711                          2,599,711     
Special assessments and taxes 2,654,971                          2,654,971     
State taxes 335,275                             335,275        
Rental income 49,109                               49,109          
Interest earnings 6,856            1,284            8,140            
Miscellaneous 9,321                                 9,321            
Gain on disposal of assets

TOTAL GENERAL REVENUES 5,655,243     1,284            5,656,527     

EXCESS OF REVENUES OVER EXPENDITURES 601,301        (15,395)         585,906        

OTHER FINANCING SOURCES/(USES)
Proceeds from sale of capital assets 97,016          97,016          

TOTAL OTHER FINANCING SOURCES/(USES) 97,016          -                   97,016          

EXCESS OF REVENUES AND
EXPENDITURES/EXPENSES OVER (UNDER)

OTHER FINANCING SOURCES/(USES) 698,317        (15,395)         682,922        

Fund balance/net position, beginning of year 1,325,282     160,203        1,485,485     
FUND BALANCE/NET POSITION,

END OF YEAR 2,023,599$   144,808$      2,168,407$   

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

NEVADA COUNTY CONSOLIDATED FIRE DISTRICT

STATEMENT OF ACTIVITIES AND GOVERNMENTAL FUND REVENUES,
EXPENDITURES, AND CHANGES IN FUND BALANCE 

For the Year Ended June 30, 2016
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Adjustments Statement
(Note H) of Activities

21,910$        568,058$        
64,246            
10,532            

21,910          642,836          

(210,451)       5,099,066       
(135,050)                             
360,692        360,692          

                      
(217,305)                             

(5,678)          23,997            
(207,792)       5,483,755       

229,702        (4,840,919)     

                     2,599,711       
289               2,655,260       

335,275          
49,109            
8,140             
9,321             

90,974          90,974            
91,263          5,747,790       

320,965        906,871          

(97,016)                               
(97,016)         -                     

223,949        906,871          

(911,294)       574,191          

(687,345)$     1,481,062$     
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(Budgetary
Basis) Variance
Actual With Final

Original Final Amounts Budget
REVENUES

Property taxes and assessments 2,532,140$  2,583,997$  2,599,711$  15,714$       
Special assessments and taxes 2,643,249    2,643,811    2,654,971    11,160         
State taxes 298,459       331,661       335,275       3,614           
Rental income 17,964         17,689         49,109         31,420         
Reimbursements from other agencies 80,200         154,704       546,148       391,444       
Interest earnings -                  (1,000)         6,856           7,856           
Grant revenue                                         10,532         10,532         
Miscellaneous 9,700           8,300           9,321           1,021           

TOTAL REVENUES 5,581,712    5,739,162    6,211,923    472,761       

EXPENDITURES
Current

Public protection 5,256,573    5,383,059    5,282,762    100,297       
Capital outlay 436,287       441,650       135,050       306,600       

Debt service:
Principal 192,810       192,810       174,161       18,649         
Interest -                  -                  18,649         (18,649)       

TOTAL EXPENDITURES 5,885,670    6,017,519    5,610,622    406,897       

OTHER FINANCING SOURCES/(USES)
Proceeds from sale of capital assets 180,000       250,000       97,016         (152,984)     

TOTAL OTHER FINANCING

SOURCES/(USES) 180,000       250,000       97,016         (152,984)     

NET CHANGE IN FUND BALANCE (123,958)     (28,357)       698,317       726,674       

Fund balance at beginning of year 1,325,282    1,325,282    1,325,282    -                  

FUND BALANCE AT END OF YEAR 1,201,324$  1,296,925$  2,023,599$  726,674$     

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

Budgeted Amounts

NEVADA COUNTY CONSOLIDATED FIRE DISTRICT

STATEMENT OF REVENUES, EXPENDITURES
AND CHANGES IN FUND BALANCE

For the Year Ended June 30, 2016

BUDGET AND ACTUAL – GENERAL FUND
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(Budgetary
Basis) Variance
Actual With Final

Original Final Amounts Budget

REVENUES
Mitigation fees 75,000$      75,000$      64,246$      (10,754)$     
Interest earnings                                       1,284          1,284          

TOTAL REVENUES 75,000        75,000        65,530        (9,470)         

EXPENDITURES
Current

Public protection 16,000        16,000        26,755        (10,755)       
Capital outlay 66,000        70,000                           70,000        
Debt service:

Principal 54,170        54,170        43,144        11,026        
Interest                                       11,026        (11,026)       

TOTAL EXPENDITURES 136,170      140,170      80,925        59,245        

NET CHANGE IN FUND BALANCE (61,170)       (65,170)       (15,395)       (68,715)       

Fund balance at beginning of year 160,203      160,203      160,203      -                 

FUND BALANCE AT END OF YEAR 99,033$      95,033$      144,808$    (68,715)$     

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

NEVADA COUNTY CONSOLIDATED FIRE DISTRICT

STATEMENT OF REVENUES, EXPENDITURES
AND CHANGES IN FUND BALANCE

BUDGET AND ACTUAL – CAPITAL IMPROVEMENTS FUND

For the Year Ended June 30, 2016

Budgeted Amounts

16
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NOTE A – SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 

The financial statements of the Nevada County Consolidated Fire District (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.  The most 
significant accounting policies of the District are described below. 

Background:  The District is an independent special district within the County of Nevada and was 
established under Health & Safety Code Section 13801 in July 1991.  It is governed by a seven-member 
Board of Directors who are elected to four-year terms by area residents.  The District provides fire 
protection, rescue, and emergency medical services in Nevada County.  The District currently operates 
four fire stations, one fire station jointly staffed with Grass Valley and seven unstaffed stations, of which 
three are currently for sale. 

Basis of Presentation – Government-wide financial statements:  The government-wide financial 
statements (i.e., the statement of net position and the statement of activities) report information on all of 
the activities of the District.  The District has only governmental activities which are supported primarily 
by taxes and intergovernmental revenues. 

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 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.  Interest and other items not properly included among program revenues are reported 
instead as general revenues. 

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 in which they are levied. 

When both restricted and unrestricted resources are available for use, it is the District’s policy to use 
restricted resources first, then unrestricted resources as they are needed. 

Basis of Presentation – Fund Financial Statements:  The accounts of the District are organized on the 
basis of funds.  A fund is a separate accounting entity with a self-balancing set of accounts.  All of the 
District’s activities are reported in two governmental funds, the General Fund and the Capital 
Improvements Fund. 

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 
District considers all 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 are recorded only when payment is due.  General capital 
asset acquisitions are reported as expenditures in governmental funds.  Payable balances consist primarily 
of payables to vendors. 
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NOTE A – SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued) 

Property and other tax revenues, reimbursements and interest earnings associated with the current fiscal 
period are all considered to be susceptible to accrual and so have been recognized as revenues of the 
current fiscal period.  All other revenue items are considered to be measurable and available only when 
cash is received by the District. 

The District reports the following major governmental funds: 

General Fund – The General Fund is the general operating fund of the District and accounts for 
revenues collected to provide services and finance the fundamental operations of the District.  The 
fund is charged with all costs of operations. 

Capital Improvements Fund – The Capital Improvements Fund is used to account for all resources 
received from developer mitigation fees.  It is used for the acquisition or construction of major capital 
facilities and equipment. 

Budgets:  Budgets are adopted on a basis consistent with generally accepted accounting principles and in 
accordance with the District’s policy and procedure.  Budgetary control is exercised by major object.  All 
budgetary changes during the fiscal year require the approval of the District’s Board of Directors.  
Unencumbered budget appropriations lapse at the end of the fiscal year. 

Capital Assets:  Capital assets for governmental fund types are not capitalized in the funds used to acquire 
or construct them.  Capital acquisitions are reflected as expenditures in the governmental fund, and the 
related assets are reported in the government-wide financial statements.  Capital assets owned by the 
District are stated at historical cost or estimated historical cost, if actual historical cost is not available.  
Contributed capital assets are recorded at their estimated fair market value at the time received. 

Capital assets are defined by the District as assets with an initial, individual cost of more than $1,000 with 
at least two years expected life.  Costs of assets sold or retired are eliminated from the accounts in the 
year of sale or retirement and the resulting gain or loss is included in the operating statement.  In 
governmental funds, the sale of general capital assets is included in the statement of revenues, 
expenditures and changes in fund balances as proceeds from sale.  Depreciation is recorded using the 
straight-line method over the useful lives of the assets as follows: 

Structures and improvements 40 years
Vehicles (fire trucks) 15 years
Furniture and equipment 3-5 years
Fire fighting equipment 10 years
Radio, communication equipment 10 years  

Prepaid Costs:  Certain payments to vendors reflect costs applicable to future accounting periods and are 
recorded as prepaid costs in both government-wide and fund financial statements.  Prepaid costs of 
governmental funds are offset by a nonspendable portion of fund balance to indicate they do not 
constitute resources available for future appropriation. 

Compensated Absences:  The District’s policies regarding vacation permit employees to accumulate 
earned, but unused vacation.  The District’s policy for sick leave states that no amount will be paid, but 
upon retirement the employee’s sick leave is available for service credit under the District’s pension plan.   
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NOTE A – SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued) 

No liability is recorded for sick leave.  All vacation is accrued when incurred.  A liability for these 
amounts is reported in governmental funds only if they have matured, for example, as a result of 
employee resignations and retirements.  The General Fund is used to liquidate compensated absences.  All 
of the accrued vacation is considered short-term. 

Unavailable and Unearned Revenues:  Unearned revenues arise when resources are received by the 
District before it has legal claim to them (i.e., when grant monies are received prior to the incurrence of 
qualifying expenditures).  Unavailable revenues in governmental funds arise when a potential revenue 
source does not meet both the “measurable” and “available” criteria for recognition in the current period.  
Revenues unavailable because they were not received in the availability period are recognized for the 
government-wide presentation. 

Long-term Obligations:  In the government-wide financial statements, long-term obligations are reported 
as liabilities in the applicable government activities.  In the fund financial statements, the face amount of 
the debt issued is reported as other financing sources. 

Fund Equity:  In the fund financial statements, governmental funds report nonspendable, restricted, 
committed, assigned and unassigned balances. 

Nonspendable Funds – Fund balance should be reported as nonspendable when the amounts cannot 
be spent because they are either not in spendable form, or are legally or contractually required to be 
maintained intact.  Nonspendable balances are not expected to be converted to cash within the next 
operating cycle, which comprise prepaid items and other assets.   

Restricted Funds – Fund balance should be reported as restricted when constraints placed on the use 
of resources are either externally imposed by creditors, grantors, contributors, or laws or regulations 
of other governments, or imposed by law through constitutional provisions or enabling legislation.  
Amounts reported as restricted funds represent mitigation fees collected for future capital 
expenditures. 

Committed Funds – Fund balance should be reported as committed when the amounts can only be 
used for specific purposes pursuant to constraints imposed by formal action of the government’s 
highest level of decision-making authority.  These amounts cannot be used for any other purpose 
unless the Board modifies, or removes the fund balance commitment.  Committed fund balance 
represents resources set aside for the following: 

Future payments for equipment and vehicles 152,600$ 

Relocation of administrative offices 60,000     

Future purchases of equipment and apparatus 41,920     

254,520$ 
 

Assigned Funds – Fund balance should be reported as assigned when the amounts are constrained by 
the government’s intent to be used for specific purposes, but are neither restricted nor committed. 

Unassigned Funds – Unassigned fund balance is the residual classification of the District’s funds and 
includes all spendable amounts that have not been restricted, committed, or assigned to specific 
purposes. 
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NOTE A – SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued) 

The Board has established a Contingency Fund representing two months of operating expenses over the 
next three years.  As of June 30, 2016, this Contingency Fund had a balance of $830,000, which is 
included as part of unassigned fund balance in the General Fund. 

The District’s committed, assigned, or unassigned amounts are considered to have been spent when an 
expenditure is incurred for purposes for which amounts in any of those unrestricted fund balance 
classifications could be used. 

Net Position:  The government-wide financial statements utilize a net position presentation.  Net position 
is categorized as net investment in capital assets, restricted and unrestricted. 

Net Investment in Capital Assets – This category groups all capital assets into one component of net 
position.  The outstanding balances of debt that are attributable to the acquisition, construction or 
improvement of these assets reduce the balance in this category. 

Restricted Net Position – This category presents external restrictions imposed by creditors, grantors, 
contributors or laws or regulations of other governments and restrictions imposed by law through 
constitutional provisions or enabling legislation. 

Unrestricted Net Position – This category represents net position of the District not restricted for any 
project or other purpose. 

Property Taxes:  Nevada County is responsible for the collection and allocation of property taxes.  Under 
California law, property taxes are assessed and collected by Nevada County up to 1% of the full cash 
value of taxable property based on assessed values on March 1 of the preceding year, plus other increases 
approved by the voters and distributed in accordance with statutory formulas.  They become a lien on the 
first day of the year they are levied.  Secured property tax is levied on January 1 and due in two 
installments, on November 1 and February 1.  Unsecured property tax is levied on July 1 and due on July 
31. 

The County uses the Alternative Method of Property Tax Apportionment.  Under this method of property 
tax apportionment, the County purchases the delinquent secured taxes at June 30 of each fiscal year.  
These taxes are accrued as intergovernmental revenue only if they are received from the County within 60 
days after year end in the governmental fund.  They are accrued when earned regardless of the timing of 
the related cash flows in the government-wide statement. 

Joint Powers Authority:  The District is a member of the Nevada County Fire and Emergency Joint 
Powers Agency for which the District participation does not involve an ongoing financial interest or 
responsibility.  As a member of this organization, the District receives communication and dispatch 
services.  The amount paid to this jointly governed organization in fiscal year 2016 was $113,066. 

Pensions:  For purposes of measuring the net pension liability and deferred outflows/inflows of resources 
related to pensions, and pension expense, information about the fiduciary net position of the District’s 
California Public Employees’ Retirement System (CalPERS) plans (Plans) and additions to/deductions 
from the Plans’ fiduciary net position have been determined on the same basis as they are reported by 
CalPERS. For this purpose, benefit payments (including refunds of employee contributions) are 
recognized when due and payable in accordance with the benefit terms. Investments are reported at fair 
value. 
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NOTE A – SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued) 

New Pronouncements:  In December 2015, the GASB issued Statement No. 79, Certain External 
Investment Pools and Pool Participants (GASB 79).  GASB 79 addresses accounting and financial 
reporting for certain external pools and pool participants and established criteria for an external pool to 
qualify for making an election to measure all of its investments at amortized cost for financial reporting 
purposes.  This Statement is effective beginning the year ending June 30, 2017. 

In June 2015, the GASB issued Statement No. 82, Pension Issues – an amendment of GASB Statement 
No. 67, No. 68, and No. 73.  This Statement addresses issues regarding the presentation of payroll-related 
measures in required supplementary information, the selection of assumptions and the treatment of 
deviations from the guidance in an Actuarial Standard of Practice for financial reporting purposes, and the 
classification of payments made by employers to satisfy employee (plan member) contribution 
requirements.  This Statement is effective beginning the year ended June 30, 2017. 

The District is currently analyzing the impact of the required implementation of these new statements. 

NOTE B – CASH 

As of June 30, 2016, the District’s cash and investments are classified in the accompanying financial 
statements as follows: 

Cash and investments 2,095,074$  
Restricted cash and investments 144,808

Total cash and investments 2,239,882$  
 

At June 30, 2016, the District’s cash and investments consisted of the following: 

Petty cash 100$            
Deposits in financial institutions 14,410
Investment in Nevada County Investment Pool 2,225,372

Total cash and investments 2,239,882$  
 

Investment policy:  California statutes authorize districts to invest idle or surplus funds in a variety of 
credit instruments as provided for in the California Government Code, Section 53600, Chapter 4 – 
Financial Affairs.  The District does not have an investment policy that addresses its interest rate risk, 
credit risk and concentration of credit risk. 

Investment in the County of Nevada’s Investment Pool:  The District maintains its cash in Nevada 
County’s cash and investment pool which is managed by the Nevada County Treasurer.  The District’s 
cash balances invested in the Nevada County Treasurer’s cash and investment pool are stated at amortized 
cost, which approximates fair value.  The amount invested by all public agencies in Nevada County’s 
cash and investment pool is $187,199,193 at June 30, 2016.  Nevada County does not invest in any 
derivative financial products.  The Nevada County Treasury Investment Oversight Committee 
(Committee) has oversight responsibility for Nevada County’s cash and investment pool.  The Committee 
consists of ten members as designated by State law.  The value of pool shares in Nevada County that may  
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NOTE B – CASH (Continued) 

be withdrawn is determined on an amortized cost basis, which is different than the fair value of the 
District’s position in the pool.  Investments held in the County’s investment pool are available on demand 
to the District and are stated at cost, which approximates fair value.  This investment is not subject to 
categorization under GASB No. 3. 

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 June 30, 2016, the weighted average 
maturity of the investments contained in the County’s investment pool was approximately 614 days. 

Credit Risk:  Generally, credit risk is the risk that an issuer of an investment will not fulfill its obligation 
to the holder of the investment.  This is measured by the assignment of a rating issued by a nationally 
recognized statistical rating organization.  The County’s investment pool does not have a rating provided 
by a nationally recognized statistical rating organization. 

Custodial Credit Risk:  Custodial risk is the risk that the government will not be able to recover its 
deposits or the value of its investments that are in the possession of an outside party.  Custodial credit risk 
does not apply to a local government’s indirect deposits or investment in securities through the use of 
government investment pools (such as the County’s investment pool). 

Custodial Credit Risk:  Custodial credit risk for deposits is the risk that, in the event of the failure of a 
depository financial institution, a government will not be able to recover its deposits or will not be able to 
recover collateral securities that are in the possession of an outside party.  The custodial credit risk for 
investments is the risk that, in the event of the failure of the counterparty (e.g., broker-dealer) to a 
transaction, a government will not be able to recover the value of its investment or collateral securities 
that are in the possession of another party.  The California Government Code and the District’s 
investment policy do not contain legal or policy requirements that would limit the exposure to custodial 
credit risk for deposits, other than the following provision for deposits:  The California Government Code 
requires that a financial institution secure deposits made by state or local governmental units by pledging 
securities in an undivided collateral pool held by a depository regulated under state law (unless so waived 
by the governmental unit).  The market value of the pledged securities in the collateral pool must equal at 
least 110% of the total amount deposited by the public agencies.  California law also allows financial 
institutions to secure public agency deposits by pledging first trust deed mortgage notes having a value of 
150% of the secured public deposits.  The District’s deposits were covered by FDIC insurance at June 30, 
2016. 
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NOTE C – CAPITAL ASSETS 

Capital asset activity for the year ended June 30, 2016 was as follows: 

Balance at Balance at
June 30, 2015 Additions Retirements Transfers June 30, 2016

Capital assets, not being depreciated:
Land 526,857$      526,857$      
Construction in progress 569,777        7,347$       (569,777)$ 7,347            

Total capital assets, not 
being depreciated 1,096,634     7,347         -                (569,777)   534,204        

Capital assets, being depreciated:
Buildings and improvements 4,408,488     (2,935)       131,181     4,536,734     
Land improvements 35,799          1,222         37,021          
Vehicles 4,256,556     100,481     (578,138)   429,164     4,208,063     
Furniture and equipment 146,601        (1,110)       (87,589)     57,902          
Firefighting equipment 926,126        14,797       (121,996)   60,546       879,473        
Communication equipment 241,085        12,425       (82,047)     35,253       206,716        

Total capital assets, 
being depreciated 10,014,655   127,703     (786,226)   569,777     9,925,909     

Less accumulated depreciation:
Building and improvements (2,544,539)    (115,171)   1,138         (117,931)   (2,776,503)    
Land improvements (9,091)           (1,790)       (1,222)       (12,103)         
Vehicles (3,321,567)    (195,436)   573,893     113,480     (2,829,630)    
Furniture and equipment (136,048)       (1,004)       1,110         81,352       (54,590)         
Firefighting equipment (753,413)       (37,498)     121,996     (46,663)     (715,578)       
Communication equipment (211,593)       (9,793)       82,047       (29,016)     (168,355)       

Total accumulated depreciation (6,976,251)    (360,692)   780,184     -                (6,556,759)    
Total capital assets being 

depreciated, net 3,038,404     (232,989)   (6,042)       569,777     3,369,150     

Capital assets, net 4,135,038$   (225,642)$ (6,042)$     -$              3,903,354$   
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NOTE D – LONG-TERM LIABILITIES 

The following is a summary of long-term liabilities activity of the District for the year ended June 30, 
2016: 

Restated
Balance Balance Due Within

June 30, 2015 Additions Repayments June 30, 2016 One Year

Capital lease obligations:
WestAmerica Bank 261,797$      (43,144)$    218,653$      22,267$      
PNC 532,773        (174,161)    358,612        27,451        

794,570        -                 (217,305)    577,265        49,718        
Compensated absences 169,821        32,132$      (30,236)      171,717        171,717      
Net pension obligation 3,882,600     (81,175)      3,801,425     

4,846,991$   32,132$      (328,716)$  4,550,407$   221,435$    
 

The District’s capital leases consist of the following: 

Municipal Lease to WestAmerica Bank:  In a prior year, as part of the consolidation with Forty-Niner Fire 
Protection District, the District assumed a capital lease for the construction of Station 84.  On July 21, 
2011 the Board approved a refinance of this lease for an additional ten-year term.  The refinancing 
required a $100,000 down payment which the District paid in July 2011.  This lease has an interest rate of 
4.40% with semi-annual debt service payments of $27,085 through January 3, 2021.  The cost of the 
station is $1,778,815 and the accumulated depreciation is $626,291 at June 30, 2016. 

PNC Equipment Finance Lease:  In October 2014, the District entered into a capital lease for the 
acquisition of one new fire engine. The lease has an interest rate of 2.711%, with semi-annual debt service 
payments of $57,843 through February 29, 2020.  The District made payments of $72,124 in excess of the 
required payments during fiscal year 2016, which will be applied against the fiscal year 2017 payments.  
The cost of the fire engine is $532,773 and accumulated depreciation of $36,998 at June 30, 2016. 

Annual debt service requirement of the District’s long-term debt obligations are as follows: 

Year Ended June 30, Principal Interest Total

2017 49,704$         15,959$         65,663$         
2018 153,449         16,407           169,856         
2019 158,428         11,428           169,856         
2020 163,577         6,279             169,856         
2021 52,107           1,736             53,843           

577,265$       51,809$         629,074$       
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NOTE E – DEFINED BENEFIT PENSION PLAN 

Plan Descriptions:  All qualified permanent and probationary employees are eligible to participate in the 
District’s cost-sharing multiple employer defined benefit pension plans administered by the California 
Public Employees’ Retirement System (CalPERS).   The District has the following cost-sharing Plans: 

 Miscellaneous Plan  
 Miscellaneous PEPRA Plan (inactive) 
 Safety Fire Plan 
 PEPRA Safety Fire Plan 

Benefit provisions under the Plans are established by State statute. CalPERS issues publicly available 
reports that include a full description of the pension plans regarding benefit provisions, assumptions and 
membership information that can be found on the CalPERS website at www.calpers.ca.gov. 

Benefits Provided:  CalPERS provides service retirement and disability benefits, annual cost of living 
adjustments and death benefits to plan members, who must be public employees and beneficiaries. 
Benefits are based on years of credited service, equal to one year of full time employment. Members with 
five years of total service are eligible to retire at age 50 (52 for PEPRA Miscellaneous Plan) with 
statutorily reduced benefits. All members are eligible for non-duty disability benefits after 10 years of 
service. The death benefit is one of the following: the 1959 Survivor Benefit level 3 or 4, or the Optional 
Settlement 2W Death Benefit. The cost of living adjustments for each plan are applied as specified by the 
Public Employees’ Retirement Law. 

The Plans’ provisions and benefits in effect at June 30, 2016, are summarized as follows: 

Safety PEPRA
Miscellaneous Second Tier Safety

Prior to July 16, 1981 to On or after
Hire date January 1, 2013 December 31, 2012 January 1, 2013

Benefit formula (at full retirement) 3.0% @ 60 3.0% @ 55 2.7% @ 57
Benefit vesting schedule 5 years service 5 years service 5 years service
Benefit payments monthly for life monthly for life monthly for life
Retirement age 50 - 60 50 - 55 50 - 57
Monthly benefits, as a % of eligible compensation 2.0% to 3.0% 2.4% to 3.00% 2.0% to 2.7%
Required employee contribution rates 8.00% 9.00% 11.50%
Required employer contribution rates 11.718% 16.523% 11.153%  

In addition to the contribution rates above, the District was also required to make payments of $28,322 
and $222,364 for the Miscellaneous and Safety Plans, respectively, toward its unfunded actuarial liability 
during the year ended June 30, 2016. 

All Plans except the PEPRA plans are closed to new members that are not already CalPERS participants.   
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NOTE E – DEFINED BENEFIT PENSION PLAN (Continued) 

Contributions:  Section 20814(c) of the California Public Employees’ Retirement Law requires that the 
employer contribution rates for all public employers be determined on an annual basis by the actuary and 
shall be effective on the July 1 following notice of a change in the rate. Funding contributions for the 
Plans are determined annually on an actuarial basis as of June 30 by CalPERS. The actuarially determined 
rate is the estimated amount necessary to finance the costs of benefits earned by employees during the 
year, with an additional amount to finance any unfunded accrued liability. The District is required to 
contribute the difference between the actuarially determined rate and the contribution rate of employees. 

For the year ended June 30, 2016, employer contributions made to the Miscellaneous and Safety Plans 
were $34,675 and $556,372, respectively. 

Net Pension Liability:  As of June 30, 2016, the District reported net pension liabilities for its 
proportionate shares of the net pension liability for the Miscellaneous and Safety Plans of $350,559 and 
$3,450,866, respectively. 

The District’s net pension liability for each Plan is measured as the proportionate share of the net pension 
liability. The net pension liability of each of the Plans is measured as of June 30, 2015, and the total 
pension liability for each Plan used to calculate the net pension liability was determined by an actuarial 
valuation as of June 30, 2014 rolled forward to June 30, 2015 using standard update procedures. The 
District’s proportion of the net pension liability was based on a projection of the District’s long-term 
share of contributions to the pension plans relative to the projected contributions of all participating 
employers, actuarially determined. The District’s proportionate share of the net pension liability for each 
Plan as of June 30, 2014 and 2015 was as follows: 

Safety Fire
Miscellaneous Second Tier

Proportion - June 30, 2014 0.01364% 0.09452%
Proportion - June 30, 2015 0.01278% 0.08375%

Change - Increase (Decrease) -0.00086% -0.01077%
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NOTE E – DEFINED BENEFIT PENSION PLAN (Continued) 

Actuarial Assumptions:  The total pension liabilities in the actuarial valuations for each of the Plans were 
determined using the following actuarial assumptions: 

Valuation Date June 30, 2014
Measurement Date June 30, 2015
Actuarial Cost Method Entry-Age Normal Cost Method
Actuarial Assumptions:
Discount Rate 7.65%
Inflation 2.75%
Payroll Growth 3.00%
Projected Salary Increase 3.2% - 12.2% (1)
Investment Rate of Return 7.65% (2)

Mortality
Derived using CalPERS 

Membership Data for all Funds

(1) Depending on age, service and type of employment
(2) Net of pension plan investment expenses, including inflation  

The underlying mortality assumptions and all other actuarial assumptions used in the June 30, 2014 
valuation were based on the results of a January 2014 actuarial experience study for the period 1997 to 
2011.  Further details of the Experience Study can found on the CalPERS website. 

Discount Rate:  The discount rate used to measure the total pension liability was 7.65% for each Plan.  
To determine whether the municipal bond rate should be used in the calculation of a discount rate for 
each plan, CalPERS stress tested plans that would most likely result in a discount rate that would be 
different from the actuarially assumed discount rate.  Based on the testing, none of the tested plans run 
out of assets.  Therefore, the current 7.65 percent discount rate is adequate and the use of the municipal 
bond rate calculation is not necessary.  The long term expected discount rate of 7.65 percent will be 
applied to all plans in the Public Employees Retirement Fund (PERF).  The stress test results are 
presented in a detailed report that can be obtained from the CalPERS website. 

Paragraph 30 of Statement 68, the long-term expected rate of return should be determined net of pension 
plan investment expense but without reduction for pension plan administrative expense.  The discount 
rate was changed from 7.50 percent (net of administrative expense in 2014) to 7.65 percent as of the June 
30, 2015 measurement date to correct the adjustment which previously reduced the discount rate for 
administrative expense. 

The long-term expected rate of return on pension plan investments was determined using a building-
block method in which best-estimate ranges of expected future real rates of return (expected returns, net 
of pension plan investment expense and inflation) are developed for each major asset class. 
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NOTE E – DEFINED BENEFIT PENSION PLAN (Continued) 

In determining the long-term expected rate of return, CalPERS took into account both short-term and 
long-term market return expectations as well as the expected pension fund cash flows.  Using historical 
returns of all the funds’ asset classes, expected compound returns were calculated over the short-term 
(first 10 years) and the long-term (11-60 years) using a building-block approach.  Using the expected 
nominal returns for both short-term and long-term, the present value of benefits was calculated for each 
fund.  The expected rate of return was set by calculating the single equivalent expected return that arrived 
at the same present value of benefits for cash flows as the one calculated using both short-term and long-
term returns.  The expected rate of return was then set equivalent to the single equivalent rate calculated 
above and rounded down to the nearest one quarter of one percent. 

The table below reflects the long-term expected real rate of return by asset class for each of the Plans. The 
rate of return was calculated using the capital market assumptions applied to determine the discount rate 
and asset allocation. These rates of return are net of administrative expenses. 

New
Strategic Real Return Real Return

Asset Class Allocation Years 1 - 10(a) Years 11+(b)

Global Equity 51.00% 5.25% 5.71%
Global Fixed Income 19.00% 0.99% 2.43%
Inflation Sensitive 6.00% 0.45% 3.36%
Private Equity 10.00% 6.83% 6.95%
Real Estate 10.00% 4.50% 5.13%
Infrastructure and Forestland 2.00% 4.50% 5.09%
Liquidity 2.00% -0.55% -1.05%

Total 100.00%

(a)  An expected inflation of 2.5% used for this period.
(b)  An expected inflation of 3.0% used for this period.  
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NOTE E – DEFINED BENEFIT PENSION PLAN (Continued) 

Sensitivity of the Proportionate Share of the Net Pension Liability to Changes in the Discount Rate:  The 
following presents the District’s proportionate share of the net pension liability for each Plan, calculated 
using the discount rate for each Plan, as well as what the District’s proportionate share of the net pension 
liability would be if it were calculated using a discount rate that is 1-percentage point lower or 1-
percentage point higher than the current rate: 

Safety Fire
Miscellaneous Second Tier

1% Decrease 6.65% 6.65%
Net Pension Liability 587,914$           5,532,933$    

Current Discount Rate 7.65% 7.65%
Net Pension Liability 350,559$           3,450,866$    

1% Increase 8.65% 8.65%
Net Pension Liability 154,597$           1,743,620$     

Pension Plan Fiduciary Net Position:  Detailed information about each pension plan’s fiduciary net 
position is available in the separately issued CalPERS financial reports. 

Pension Expenses and Deferred Outflows/Inflows of Resources Related to Pensions:  For the year ended 
June 30, 2016, the District had a pension expense of $378,699 for all Plans combined. At June 30, 2016, 
the District reported deferred outflows of resources and deferred inflows of resources related to all Plans 
combined from the following sources: 

Deferred Deferred
 Outflows of  Inflows of
Resources Resources

Pension contributions subsequent
 to measurement date 591,047$          

Differences between actual and
expected experience 777                   (101,132)$         

Changes in assumptions (349,270)           
Differences between the employer's

contribution and the employer's
proportionate share of contributions 65,048              

Change in employer's proportion (148,658)           
Net differences between projected

and actual earnings
on plan investments (116,365)           

Total 656,872$          (715,425)$         
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NOTE E – DEFINED BENEFIT PENSION PLAN (Continued)0 

The $591,047 reported as deferred outflows of resources related to contributions subsequent to the 
measurement date will be recognized as a reduction of the net pension liability in the year ended June 30, 
2017. Other amounts reported as deferred outflows of resources and deferred inflows of resources related 
to pensions will be recognized as pension expense as follows: 

Year Ended
June 30

2017 (289,953)$     
2018 (289,373)      
2019 (253,761)      
2020 183,487        

(649,600)$     
 

Payable to the Pension Plan:  At June 30, 2016, the District reported payables for the outstanding amount 
of contributions to the pension plans required for the year ended June 30, 2016 totaling $13,074. 

NOTE F – INSURANCE 

The District is a member of the Special District Risk Management Authority (SDRMA).  The SDRMA is 
a risk-pooling self-insurance authority, created under the provisions of the California Government Code 
Sections 6500 et. seq.  The purpose of the SDRMA is to provide a full risk management program for 
California local governments.  The District pays an annual premium to SDRMA for workers 
compensation insurance, which is covered up to statutory limits. 

The District pays an annual premium to an insurance company for general and auto liability, property, 
management liability, employee dishonesty and excess liability insurance coverage.  There have been no 
significant reductions in insurance coverage from coverage in the prior fiscal year.  Also, there have not 
been any settlements in excess of the insurance coverage for the past three fiscal years. 

NOTE G –SUBSEQUENT EVENTS 

In September 2016, the District entered into agreements to sell property for two former fire stations for 
$394,000.  One station has been sold for $215,000 and the other station is in escrow for $179,000. 

In October 2016, the District entered into agreements to purchase vehicles totaling $96,000. 
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NOTE H - RECONCILIATION OF GOVERNMENT-WIDE AND FUND FINANCIAL STATEMENTS 

Amounts reported for governmental activities in the governmental funds balance sheet are being adjusted 
to arrive at the statement of net position.  The adjustments are as follows at June 30, 2016: 

Fund balances - Total Governmental Funds 2,168,407$  

Deferred outflows of resources on pensions are not reported in the governmental funds. 656,872       

Capital assets used in governmental activities are not financial resources and therefore not
reported in the funds. 3,903,354    

Long-term liabilities applicable to the District's governmental activities are not due and
payable in the current period and accordingly are not reported as fund liabilities. All
liabilities, both current and long-term, are reported in the statement of net position.

Interest payable (3,938)          
Capital lease obligation (577,265)      
Compensated absences (171,717)      
Net pension obligation (3,801,425)   

Deferred inflows of resoures on pensions are not reported in the govermental funds. (715,425)      

Revenues and loans receivable which are deferred on the Fund Balance Sheets, because
they are not available currently, are taken into revenue in the Statement of Activities. 22,199         

NET POSITION OF GOVERNMENTAL ACTIVITIES 1,481,062$  
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NOTE H–RECONCILIATION OF GOVERNMENT-WIDE AND FUND FINANCIAL STATEMENTS 
(CONTINUED) 

Amounts reported for governmental activities in the Governmental Fund Statement of Revenues, 
Expenditures, and Changes in Fund Balances are adjusted to arrive at the Statement of Activities for 
Government-wide presentation.  The adjustments for the fiscal year ended June 30, 2016 are as follows: 

Net change in fund balance - Governmental Funds 682,922$     

The change in net position for governmental activities in the statement of activities is
different because:

Governmental funds report capital outlay as expenditures. However, in the statement
of activities, the cost of those assets is allocated over their estimated useful lives as
depreciation expense:

Capital outlay 135,050       
Depreciation (360,692)      

Governmental funds report proceeds from disposal of capital assets as revenues.
However, in the government-wide statement of activities only the gain or (loss) on the
sale of capital assets is reported. This is the difference between the gain or (loss) and
proceeds. (6,042)          

Governmental funds report debt issuance as revenue and debt service payment as
expenditures. However, in the statement of activities, borrowing and repayments of
principal of indebtedness increase and reduce long-term liabilities in the statement of
net position.

Principal payments 217,305       

Governmental funds do not present revenues that are not available to pay current
obligations. In contrast, such revenues are reported in the Statement of Activities
when earned. 22,199         

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.

Change in accrued interest payable 5,678           
Compensated absences (1,896)          
Changes in pension amounts 212,347

NET CHANGE IN NET POSITION OF GOVERNMENTAL ACTIVITIES 906,871$     
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REQUIRED SUPPLEMENTARY INFORMATION 



2016 2015

Proportion of the net pension liability 0.01278% 0.01364%

Proportionate share of the net pension liability 350,559$              337,189$              

Covered - employee payroll - measuremant period 112,206$              116,799$              

Proportionate share of the net pension liability as a percentage of covered payroll 312.42% 288.69%

Plan fiduciary net position as a percentage of the total pension liability 71.42% 72.18%

Notes to Schedule:

2016 2015

Contactually required contribution (actuarially determiend) 34,675$               24,916$               
Contributions in relation to the actuarially determined contributions (34,675)                (24,916)                
Contribution deficiency (excess) -$                          -$                          

Covered - employee payroll - fiscal year 173,033$              112,206$              

Contributions as a percentage of covered - employee payroll 20.04% 22.21%

Notes to Schedule:

Valuation date: June 30, 2013 June 30, 2012

Methods and assumptions used to determine contribution rates:

Amortized method

Remaining amortization period 14 years 15 years

Asset valuation method

Inflation 2.75% 2.75%

Salary increases

Investment rate of return

5-year smoothed market

Varies by entry age and service

7.50%, net of pension plan investment
expense, including inflation

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

available prior to this date.

NEVADA COUNTY CONSOLIDATED FIRE DISTRICT

REQUIRED SUPPLEMENTARY INFORMATION

For the Year Ended June 30, 2016

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

available prior to this date.

SCHEDULE OF CONTRIBUTIONS TO THE PENSION PLAN - MISCELLANEOUS PLAN (UNAUDITED)

Entry age normal

Level percentage of payroll, closed

Last 10 Years

SCHEDULE OF THE PROPORTIONATE SHARE OF THE

NET PENSION LIABILITY - MISCELLANEOUS PLAN (UNAUDITED)

Last 10 Years

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

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

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

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

administrative expenses) to 7.65%.
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2016 2015

Proportion of the net pension liability 0.08375% 0.09452%

Proportionate share of the net pension liability 3,450,866$           3,545,411$           

Covered - employee payroll - measurement period 1,747,485$           1,892,802$           

Proportionate share of the net pension liability as a percentage of covered payroll 197.48% 187.31%

Plan fiduciary net position as a percentage of the total pension liability 78.79% 76.42%

Notes to Schedule:

2016 2015

Contactually required contribution (actuarially determiend) 556,372$              464,415$              
Contributions in relation to the actuarially determined contributions (556,372)              (464,415)              
Contribution deficiency (excess) -$                         -$                         

Covered - employee payroll - fiscal year 1,864,193$           1,747,485$           

Contributions as a percentage of covered - employee payroll 29.85% 26.58%

Notes to Schedule:

Valuation date: June 30, 2013 June 30, 2012

Methods and assumptions used to determine contribution rates:

Amortization method
Remaining amortization period 14 years 15 years

Asset valuation method

Inflation 2.75% 2.75%

Salary increases

Investment rate of return

NEVADA COUNTY CONSOLIDATED FIRE DISTRICT

REQUIRED SUPPLEMENTARY INFORMATION

For the Year Ended June 30, 2016

Omitted years: GASB Statement No. 68 was implemented during the year ended June 30, 2015. No information was available
prior to this date.

SCHEDULE OF CONTRIBUTIONS TO THE PENSION PLAN - SAFETY PLAN (UNAUDITED)

Omitted years: GASB Statement No. 68 was implemented during the year ended June 30, 2015. No information was available
prior to this date.

Last 10 Years

SCHEDULE OF THE PROPORTIONATE SHARE OF THE

NET PENSION LIABILITY - SAFETY PLANS (UNAUDITED)

Last 10 Years

Change in Benefit Terms: The figures above do not include any liability impact that may have resulted from plan changes
which occurred after June 30, 2013 as they have minimal cost impact. This applies for voluntary benefit changes as well as
any offers of Two Years Additional Service Credit (a.k.a. Golden Handshakes).  

Changes in assumptions: The June 30, 2015 Actuarial Valuation changed the discount rate from 7.5% (net of administrative
expenses) to 7.65%.

Entry age normal

Level percentage of payroll, closed

5-year smoothed market

Varies by entry age and service

7.50%, net of pension plan investment

expense, including inflation
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550 Howe Avenue, Suite 210 
Sacramento, California 95825 

Telephone: (916) 564-8727 
FAX: (916) 564-8728 
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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 

To the Board of Directors 
Nevada County Consolidated Fire District 
Grass Valley, California 

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 the Nevada County Consolidated Fire District (the District) as of and for 
the year ended June 30, 2016, and the related notes to the financial statements, which collectively 
comprise the District’s basic financial statements and have issued our report thereon dated December 8, 
2016. 

Internal Control Over Financial Reporting 

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

A deficiency in internal control exists when the design or operation of a control does not allow 
management or employees, in the normal course of performing their assigned functions, to prevent or 
detect and correct misstatements on a timely basis.  A material weakness is a deficiency, or combination 
of deficiencies, in internal control such that there is a reasonable possibility that a material misstatement 
of the financial statements will not be prevented, or detected and corrected on a timely basis.  A 
significant deficiency is a deficiency, or 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 preceding paragraph 
and was not designed to identify all deficiencies in internal control that might be significant deficiencies 
or material weaknesses and therefore, significant deficiencies or material weaknesses may exist that were 
not identified.  Given these limitations during our audit, we did not identify any deficiencies in internal 
control that we consider to be material weaknesses.  However, material weaknesses may exist that have 
not been identified. 
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Compliance and Other Matters 

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

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 result of that testing, and not to provide an opinion on the effectiveness of the District’s internal 
control or on compliance.  This report is an integral part of an audit performed in accordance with 
Government Auditing Standards in considering the District’s internal control and compliance.  
Accordingly, this communication is not suitable for any other purpose. 

 
December 8, 2016 
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Sacramento, California 95825 

Telephone: (916) 564-8727 
FAX: (916) 564-8728 

 

MANAGEMENT LETTER 

To the Board of Directors and Management 
Nevada County Consolidated Fire District 
Grass Valley, California 

In planning and performing our audit of the financial statements of the Nevada County Consolidated Fire 
District (the District) as of and for the year ended June 30, 2016, in accordance with auditing standards 
generally accepted in the United States of America, we considered the District’s internal control over 
financial reporting (internal control) as a basis for designing our auditing procedures for the purpose of 
expressing our opinion on the financial statements, but not for the purpose of expressing an opinion on 
the effectiveness of the District’s internal control.  Accordingly, we do not express an opinion on the 
effectiveness of the District’s internal control. 

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

Our consideration of internal control was for the limited purpose described in the first paragraph and was 
not designed to identify all deficiencies in internal control that might be material weaknesses.  Given 
those 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. 

During our prior year audit, we became aware of the following matters that warrant further consideration: 

Review of Pension Information:  Because of the significant pension liability that is now required to be 
reported on the District’s balance sheet, there is more emphasis on review of data submitted to CalPERS, 
which is used as a basis for calculating the net pension liability.  We recommend the District verify the 
census data used by CalPERS is complete and accurate for existing employees and agrees with the 
District’s records. 

Policy and Procedures Manuals:  The District does not have formal policies and procedure manuals for 
some important accounting functions.  The District has been formalizing polices using Lexipol programs.  
We recommend the District continue the formalization of policies and procedures using Lexipol and 
review them on a periodic basis. 
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Capital Assets:  A physical inventory of capital assets should be performed at least every three to five 
years and the subsidiary asset listing should be updated to reflect the results of the physical inventory.  
The District has inventoried vehicles, buildings and some equipment. The District has made adjustments 
to the capital asset listing for the items inventoried.  We recommend the District continue to inventory the 
remaining equipment.  

Fund Accounting:  The District has set up their new accounting system with fund codes allowing 
transactions to be designated to a specific fund.  The system allows entries to be posted across multiple 
funds allowing the funds to be out of balance.  We recommend the funds be reviewed periodically to 
ensure they are in balance. 

Risk Assessment Plan:  The District does not have a formal risk assessment committee.  Although 
numerous risk mitigation procedures are in place, they are primarily reviewed, maintained and monitored 
by management.  We recommend the District develop a risk assessment committee to periodically review 
such risks to ensure controls are in place to mitigate risks.  It is recommended the Board be involved in 
this risk assessment committee. 

Whistleblower Policy:  The District makes employees aware they are protected from retaliation via 
required employer postings at each location.  The District has formalized a Whistleblower Policy which 
will be disseminated via Lexipol. 

*  *  *  *  * 

We would like to take this opportunity to acknowledge the courtesy and assistance extended to us during 
the course of the examination.  This communication is intended solely for the information and use of 
management, the Board of Directors, and others within the organization, and is not intended to be, and 
should not be, used by anyone other than the specified parties. 

 
December 8, 2016 




