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I NDE PENDENT A UDITO R'S REPO RT

To the Board of Directors
Delta County Fire Protection District # 3
Cedaredge, Colorado 8 141 3

We have audited the accompanying financial statements of the governmental activities of Delta County Fire
Protection District # 3 as of and for the year ended December 31,2017, 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 fairpresentation 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 Respo nsibility

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

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

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

Opinions

In our opinion, the basic financial statements referred to above present fairly, in all material respects, the respective
financial position of the goverrunental activities of the Delta County Fire Protection District # 3, as of
December 31,2017, and the respective changes in financial position for the year then ended in accordance with
accounting principles generally accepted in the United States of America.
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Other Matters

Require d S upplem e ntary Info rmation

Accounting principles generally accepted in the United States of America require that the management's discussion
and analysis, schedule ofrevenues and expenditures budget to actual forthe General Fund, Schedule ofChanges in
Net Pension Liability and Schedule of Contributions on pages 3 through 7, page 28, page 29 and page 30 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 Information

Our audit was conducted for the purpose of forming opinions on the financial statements that collectively comprise
the District's basic financial statements. The schedule of revenues and expenditures budget to actual for the Pension
Fund is not a required part of the basic financial statements.

The schedule of revenues and expenditures budget to actual for the Pension Fund is the responsibility of
management and were derived from and relate directly to the underlying accounting and other records used to
prepare the basic financial statements. Such information has been subjected to the auditing procedures applied in
the audit of the basic financial statements and certain additional procedures, including comparing and reconciling
such information directly to the underlying accounting and other records used to prepare the basic financial
statements or to the basic financial statements themselves, and other additional procedures in accordance with
auditing standards generally accepted in the United States of America. ln our opinion, the schedule of revenues and
expenditures budget to actual for the Pension Fund financial statements is fairly stated, in all material respects, in
relation to the basic financial statements as a whole.

E fair an[ Ass o ciates, (P. C.

Cedaredge, Colorado
September 25,2018
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Delta County Fire Protection District #3

Management Discussion and Analysis
Year Ended Decernber 31,2017

As the financial management of the Delta County Fire Protection District # 3 ("District"), we offer readers

of these financial statements this narrative overview and analysis of the financial activities of the District
for the years ended December 31,2017 and 2016. This discussion and analysis is designed to assist the

reader in focusing on the significant accomplishments, financial issues and activities, and to identifu any

significant changes in financial position. We encourage readers to consider the information presented here

in conjunction with the financial statements as a whole.

Financial Highlights

The Delta County Fire Protection District # 3 incurred excess of expenditures over revenues of $ 26,937

in2017. ln2016, excess of revenues over expenditures was $ 10,155. The term "net position" refers to

the difference between assets and deferred outflows over deferred inflow of resources and liabilities. At
the close of 2017, the District had a net position of $1,147,568, decrease of 2o/o from fiscal year 2016.

Overview of the Financial Statements

This discussion and analysis is intended to serve as an introduction to the District's financial statements,

which is comprised of the basic financial statements, the notes to the financial statements, and

supplementary information presented. In addition to the basic financial statements, this report also

contains other supplernentary information pertaining to the District's budget.

Combined Government-Wide Fund Financial Statements

Government-wideftnancial statemenfs.'The government-wide financial statements are designed to provide

readers with a broad overview of the entire District's finances, in a manner similar to a private-sector

business.

The statement of net position presents information on all of the District's assets, liabilities and deferred

inflows of resources, with the difference between the three reported as net position. Over time, increases or

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

improving or deteriorating.

The statement of activities presents information showing how the government's net position changed during

the past year. All changes in net position are reported as soon as the underlying event giving rise to the

change occurs, regardless of the timing of the related cashflows. Thus, revenues and expenses are reported

in this statement for some items that will only result in cash flows in future fiscal periods.

Both of the govemment-wide financial statements distinguish functions of the District that are principally

supported by taxes and other revenues. The District's main function is to provide fire protection to the

citizens within its area.

The government-wide financial statements are combined with the fund financial statements.
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Delta County Fire Protection District #3
Managernent Discussion and Analysis

Year Ended Decernber 31,2017

Fund financial statements: A fund is a grouping of related accounts that is used to maintain control over
resources that have been segregated for specific activities or objectives. The District, like other state and
local governments, uses fund accounting to ensure and demonstrate compliance with finance-related legal
requirements. The District has two funds, the governmental fund and the pension fund.

Governmental funds: Governmental funds are used to account for essentially the same functions reported
as governmental activities in the government-wide financial statements. However, unlike the govemment-
wide financial statements, governmental fund financial statements focus on near-term inJlows and outJlows
of spendable resources, as well as on balances of spendable resources available at the end of the fiscal year.

Such information may be useful in evaluating a govemment's near-term financing requirements.

Because the focus of governmental funds is narrower than that of the government-wide financial statements,

it is useful to compare the information presented for governmentalfunds with similar information presented

for governmental activities in the government-wide financial statements. By doing so, readers may better
understand the long-term impact of the govemment's near-term financing decisions. Both the governmental
fund balance sheet and the government fund statement of revenues, expenditures, and changes in fund
balance provide a reconciliation to facilitate this comparison between governmental funds and
g ove rnm e ntal a ctivitie s.

The basic governmental fund financial statements are combined with the government-wide financial
statements.

Notes to the financial statements: The notes provide additional information that is essential to a full
understanding of the data provided in the government-wide and fund financial statements.

Other information; In addition to the basic financial statements and accompanying notes, this report also
presents certain required supplementary information pertaining to the District's progress in funding its
obligation to provide pension benefits to its volunteer firefighters. Required supplementary information
can be found on pages 28 through 30 ofthis report.

Also, this report presents certain supplementary information pertaining to the District's budget for
demonstrating legal compliance with budgetary control obligations. This supplementary information can be
found on page 31 of this report.
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Delta County Fire Protection District #3
Management Discussion and Analysis

Year Ended Decernber 31,2017

Financial Analysis

Net position, the excess of assets and deferred outflows over liabilities and deferred inflows of resources,

may serve, over time, as a useful indicator of a government's financial position. In the case of the District,
assets, exceeded liabilities and deferred inflows of resources by $ 1,147,631 at the close of the most recent

fiscal year. The overall net position decreased by $ 26,937.

District's Net Position at December 31:

Assets

Current and other assets

Capital assets, net of depreciation
Deferred outflow of resources

Total assets

Liabilities and deferred inJlows of resources

Long-term liabilities outstanding

Other liabilities
Deferred inflows of resources

Total liabilities and deferred inflows of resources

Net position
Net Investment in capital assets

Restricted for emergencies

Restricted for retirement benefits

Unrestricted
Total net position

$ 2,151,728 $ 2,066,219

$ 734,712

23,048

219,400

$ 659,126

17,588

241,874

977 160 918,588

20t6 2017

$ 569,349

1,522,590

59,789

s 525,490

1,356,967

183,762

787,878

10,480

208,595

167,615

697,841

10,480

324,504

I14,806

$ 1,174,568 $ 1,t47,631

The largest portion of the District's net position is its investment in capital assets (61 %). These assets include
land, vehicles, leasehold improvements, buildings and equipment. The District uses these capital assets to
provide service and consequently, these assets are not available to liquidate liabilities or for other spending.

$ 10,480 is restricted for tabor emergencies. The District has unrestricted net position of $ 114,806.
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Delta County Fire Protection District #3
Management Discussion and Analysis

Year Ended December 31,2017

Statement of Activities - December 31, 2016 and 2017

General Revenues

Property taxes

Specific ownership taxes

Other taxes

Investment and other income

Grants

Miscellaneous

Total revenues

Expenses

Administration
Public safety - fire protection

Depreciation expense

Pension expense

Debt service - interest

Total expenditures/expenses

2016 2017

$ $290,207

43,346

753

32,405

20,317

474

289,957

49,446

1,044

74,701

20,317

387,502 435,465

47,997

57,293

165,331

83,714

23,012

47,479

56,832

176,623

160,569

20,899

377,347 462,402

Change in net position - General Fund $ 10,155 g (26,937)

Capital Assets and Debt Administration

The District's investment in capital assets at December 31,2017 amounts to $ 1,356,967 (net of accumulated
depreciation). This investment in capital assets includes land, buildings and equipment. There were purchases

of capital assets for2017 of $ 11,000.

Capital assets are classified as follows (net of depreciation):

20r6 20t7
Land
Buildings
Vehicles and equipment

Total

s

$ 1,522,590 S 1,356,967

$ 5,759
370,387

980,821

6

5,759

382,665

1,134,166



Delta County Fire Protection District #3
Management Discussion and Analysis

Year Ended December 31,2017

Debt

At year end, the District owed $ 546,233 in leases payable which was a decrease of $ 188,479.

Balance

UU20r7 Additions Deletions

Balance

rzt31/20t7
Due Within
One Year

Leases payable $ 734,712 $ $ (188,479) $ 546,233 $ 112,893

Re qu e st s fo r I nfo r m atio n

This financial report is designed to provide a general overview of the 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:

Delta County Fire Protection District #3
P. O. Box 804
Cedaredge, CO 81413
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Delta County Fire Protection District #3

Combined Govemment-Wide and Fund Financial Statements

Govemmental Fund Balance Sheet and Statement of Net Position
December 31,2017

General

Fund
Adjustments
(See Below)

Statement

Of Net
PositionAssets

Cash and investments

Property tax receivable

Net Pension Asset

Capital assets

Non depreciable assets

Land

Depreciable assets

Building and Improvements

Vehicles and equipment
Total capital assets

Total assets

Deferred outflow of resources

Pension change in proportionate share ofnet pension liability
Pension contributions made after measurement date

Total deferred outflow ofresources

Liabilities
Accounts payable

Due to Pension Fund

Long{erm liabilities
Portion due within one year

Portion due after one year

Total liabilities

Deferred inflows of resources

Difference between expected and actual experience

Deferred property taxes

Total deferred inflows ofresources

Fund balance

Restricted emergency reserve

Assigned

Unassigned

Total fund balances

Total liabilities and fund balances

Net position:

Investment in capital assets net ofrelated debt

Restricted for emergencies

Restricted for retirement benefits
Unrestricted

Total net position

1,356,967 1,356,967

351,874 1,530,593 1,882,451

$ 142,874

209,000
$

173,616

5,759

370,387

980,821

$ 142,874

209,000

173,616

5,759

370,387

980,821

109,196

74,566

109,196

74,566

183,762

112,893

546,233

183,762

13,144

4,444
13,144

4,444

112,893

546,233

17,588 659,126 676,714

209,000

32,874 32,874

209,000

209,000 32,874 241,874

10,480

25,000

89,806

(10,480)

(25,000)

(89,806)

125,286 (125,286)

$ 351,874

697,841

10,480

324,504

I 14,806

697,841

10,480

324,504

1 14,806

$ 1,147,631 $ 1,147,631

These financial statements should be read only in connection with the accompanying notes to financial statements.
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Delta County Fire Protection District #3
Reconciliation of the Balance Sheet of Governmental Funds

to the Statement of Net Position
December 37,2017

Amount reported for governmental activities in the statement of net position
are different because:

Total fund balance-govemmental funds 8 125,286

Capital assets used in governmental activities are not financial resources and
therefore are not reported in the fund balance sheet 1,356,967

Some liabilities, including leases payable, are not due and payable in the current period
and therefore are not reported in the fund balance sheet (659,126)

Net pension assets and related deferred outflows of resources are not reported
in the funds 324,504

Total net position-governmental activities $ 1,147,631

These financial statements should be read only in connection with the accompanying notes to financial statements.
9



Delta County Fire Protection District #3

Statement of Revenue, Expenditures and Changes in Fund BalanceA.Iet Position
Governmental Fund and Statement of Activities

For the Year Ended December 31 2017

General

Fund

Adjustments
(See

Next Page)

Statement

Activities
of

Expenditures/Expanses

Public safety - fire protection

Administration
Public safety

Depreciation expense

Pension expenses

Capital outlay
Debt service:

Principal
Interest

Total expenditures/expenses

General Revenues

Property taxes

S. O. taxes

Other taxes

Investment income

Sale ofassets

State matching funds

Miscellaneous

Total gareral revenue

$ 47,479

56,832

11,000

188,479

20,899

324,689

220,401

49,446

1,044

989

176,623

160,569

(11,000)

(188,479)

47,479

56,832

176,623

160,569

20 899

462,402

$s

r37 713

69,556

73,712

20,317 20,317

271,880 163,585 435,465

Excess of expenditures over revenues (52,809)

Other Financial Sources (Uses)

Lease proceeds

Change in net position (52,809) 25,872 (26,937)

Fund balancesA.[et position:

Beginning of the year

End of the year

178,095 996,473 1,774,568

$ 125,286 $ 1,022,345 $ t,147,63t

These financial statements should be read only in connection with the accompanying notes to financial statements.
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Delta County Fire Protection District #3

Reconciliation of the Statement of Revenue, Expenditures and Changes in the

Fund Balance

Governmental Fund to the Statement of Activities
For the Year Ended December 31,2017

A reconciliation reflecting the differences between the general fund excess of
revenues over expenditures and the changes in net position reported for
governmental activities in the statement of activities is as follows:

Excess ofexpenditures overrevenues - general fund

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 and reported as depreciation expenses:

Capital outlay
Depreciation

Total

s (52,809)

11,000

(176,623)
(165,623)

The issuance ofcapital leases provides current financial resources to
governmental funds, while the repayment of the principal of capital
leases consumes the current financial resources of governmental

funds. Neither transaction, however, has any effect on net position:

Principal payments - Capital lease 188,479

188,479

Net change in pension assets 3,016

Change in net position - General Fund $ (26,937)

These financial statements should be read only in connection with the accompanying notes to financial statements
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Delta County Fire Protection District #3

Statement of Fiduciary Net Position
Fiduciary Fund

December 37,2017

Assets

Investments

Cash and cash equivalents

Investments, at fair market value
Due from state

Due from general fund
Total assets

$ 521,522

1,478,822

20,317

4,444

$ 2,025,105

Liabilities
Accounts payable

Total liabilities
$

Net position

Held in trust for volunteer's pension benefits
Total net position $ 2,025,105

These financial statements should be read only in connection with the accompanying notes to financial statements.

t2
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Delta County Fire Protection District #3

Statement of Changes in Fiduciary Net Position
Fiduciary Fund

December 31 20t7

Additions
Contributions

State participation contributions
Property taxes

Deductions
Pension benefits paid

Administrative fees

Total deductions

Increase in net position
Net position beginning
Net position ending

$ 20,317

69,556

Investment income:

Net investment return ll

Net increase in fair market value
Realized gain on investments

Total income 163,585

79,012

10,007

89,019

74,566

1,950,539

$ 2,025,105

These financial statements should be read only in connection with the accompanying notes to financial statements
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Delta County Fire Protection District # 3
Notes to the Financial Statements

December 31,2017

Note 1 -Summary of Signijicant Accounting Policies

The basic financial statqnents of the Delta County Fire Protection District # 3 (the Dishict), have
been prepared in conformity with generally accepted accounting principles (GAAP) as applied to
governmental units. The Governmental Accounting Standards Board (GASB) is the accepted
standard-seffing body for establishing governmental accounting and financial reporting principles.
Following is a summary of the more significant principles:

Financial Reporting Entity

The District is a governmental entity to provided fire protection to the citizens with the Cedaredge
and Orchard city areas. The District has a five-mernber board of directors. For reporting pulposes,
the district, is a governmental stand-alone entity; with no component units. The District was formed
in 1955.

Government-Wide and Fund Financial Statements

The government-wide financial statement (i.e. the statement of net position and the statement of
activities) reports information on all of thenon-fiduciaryactivities ofthe government. The statement
of activities demonstrates the degree to which the direct expenses of a given function or segment is
offset by program revenues. Direct expenses are those that are clearly identifiable with a specific
function or segment. Program revenues include l) charges to customers or applicants who purchase,
use, or directly benefit from goods, services or privileges provided by a given function or segment
and2) grants and contributions that are restricted to meeting the operational or capital requirements
of a particular function or segment. Taxes and other iterns not properly included among program
revenues are reported instead as general revenues.

Measuretnent Focus, Basis of Accounting and Financial Stutement Presentation

The government-wide financial statements are reported using the economic resources measurement
focus and the accrual basis ofaccounting. Revenues are recorded when earned and expenses are
recorded when a liability is incurred, regardless of the timing of related cash flows. Property taxes
are recognized as revenues in the year for which they are levied. Grants and similar items are
recognized as revenue as soon as all the eligibility requirements imposed by the provider have been
met.

Governmental fund financial statements are reported using the current financial resources
measurement focus and the modified accrual basis of accounting. Revenues arerecognized 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 government considers revenues to be available if they are collected within 60
days of the end of the current fiscal period. Expenditures generally are recorded when a liability is
incurred, as under accrual accounting. However, debt service expenditures, as well as expenditures
related to compensated absences and claims and judgments, are recorded only when payment is due.
The major source of revenue susceptible to accrual is property tax. All other revenue items are
considered to be measurable and available only when cash is received by the district.
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Delta County Fire Protection District # 3
Notes to the Financial Statements

December 31,2017

Note 1 - Summary of Signiftcant Accounting Policies - continued

Measurement Focus, Basis of Accounting and Financial Statement Presentation -
continued

Governmental Funds

The general fund is the District's operating fund. It accounts for all financial resources of
general government.

Fiduciary Fund

Pension Trust Fund accounts for pension benefits for the volunteer fire department, the
financial statements for the Pension Trust Fund is reported on an accrual basis of accounting.

Amounts reported as program revenues include 1) charges to customers or applicants for goods,
services, or privileges provided, 2) operating grants and contributions, and 3) capital grants and
contributions, including special assessments. Internally dedicated resources are reported as
general revenues rather than as program revenues. Likewise, general revenues include all taxes.

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.

Prepaid Expenses

Certain payments to vendors reflect costs applicable to future accounting periods and are
recorded as prepaid items in both government-wide and fund financial statements. For the
District these include payments on insurance policies.

Capital Assets

Capital assets, which include land, buildings, vehicles and equipment, are reported in the
government-wide financial staternents. Capital assets are defined by the government as assets
with an initial individual cost of more than $5,000. Such assets are recorded at cost if purchased
or constructed. Donated capital assets are recorded at estimated fair value at the date of
donation.

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

AII depreciable assets of the District are being depreciated using the straightJine method over
the following estimated useful lives:

Assets
Buildings
Vehicles
Equipment

Years
40
5-10
5-10

15



Delta County Fire Protection District # 3
Notes to the Financial Statements

December 31,2017

Note 1 - Summary of SigniJicant Accounting Policies - continued

Messurement Focus, Basis of Accounting and Financial Statement Presentation - continued

Fund Equity

This Statement provides more clearly defined fund balance categories to make the nature and extent
of the constraints placed on a goveflrment's fund balance more transparent. The following
classifications describe the relative strength of the spending constraints placed on the purposes for
which resources can be used:

o Non-spendable fund balance amounts that are not in spendable form (such as inventory) or
are required to be maintained intact;

o Restricted fund balance-amounts constrained to specific purposes by their providers (such
as grantors, bondholders, and higher levels of government), through constitutional
provisions or by enabling legislation;

o Committed fund balance-amounts constrained to specific purposes by a government itself,
using its highest level of decision-making authority; to be reported as committed, amounts
cannot be used for any other purpose unless the government takes the same highest-level
action to remove or change the constraint;

o Assigned fund balance-amounts a govemment intends to use for a specific purpose; intent
can be expressed by the governing body or by an official or body to which the governing
body delegates the authority;

o Unassigned fund balance-amounts that are available for any purpose; positive amounts are
reported only in the general fund.

When an expenditure is incurred for purposes for which both restricted and unrestricted fund
balance is available, the District considers restricted funds to have been spent first. When an
expenditure is incurred for which committed, assigned, or unassigned fund balances are available,
the District considers amounts to have been spent first out of committed funds, then assigned funds,
and finally unassigned funds, as needed, unless Board of Directors has provided otherwise in its
commitment or assignment actions.

The District's considers all unreserved fund balances to be reserves for future operations or capital
replacernent as defined within Article X, Section 20 of the Constitution of the State of Colorado.

Emergency reserves have been provided for as required by Article X, Section 20 of the Constitution
of the State of Colorado. A portion of the General Fund equity and net assets has been
reserved./restricted in compliance with this requirement.

Budgetary Information
ln accordance with the State Budget Law, the District's Board of Directors holds public hearings in
the fall each year to approve the budget and appropriate the funds for the ensuing year. The
appropriation is at the total fund expenditures level and lapses at year end. The District's Board of
Directors can modify the budget by line item within the total appropriation without notification.
The appropriation can only be modified upon completion of notification and publication
requironents.

The budget includes each fund on its basis of accounting unless otherwise indicated.
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Delta County Fire Protection District # 3
Notes to the Financial Statements

December 31,2017

Note 1 - Summary of Significant Accounting Policies - continued

Measurement Focus, Basis of Accounting and Financial Statement Presentation -
continued

Encumbrances
Encumbrances accounting, under which purchase orders, contracts, and other commitments for
the expenditures of money are recorded in order to reserve that portion of the applicable
appropriation, is not employed by the District because it is at present considered not necessary
to assure effective budgetary control or facilitate effective cash planning and control.

Compensated absences
The District has no liability for compensated absences to its employees. There are no full-time
employees at this time.

Investments
Investments are stated at fair market value.

Note 2 - Deposits and fnvestments

Deposits - Colorado state statutes govern the entity's deposits of cash. The Public Deposit
Protection Acts for banks and savings and loans require the state regulators to certifu eligible
depositories for public deposits. The acts require the eligible depositories with public deposits
in excess ofthe federal insurance levels to create a single institution collateral pool ofdef,rned
eligible assets. Eligible collateral includes obligations of the United States, obligations of the
State of Colorado or local Colorado governments and obligations secured by first lien
mortgages on real property located in the State. The pool is to be maintained by another
institution or held in trust for all the un-insured public deposits as a group. The market value of
the assets in the pool must be at least equal to the un-insured deposits.

At year-end carrying value of the District's deposits was $ 557,115 and bank balance was
$ 561,744. All of the bank balances were covered by FDIC insurance.

fnvestments - The District policy is to invest only in notes or bonds secured by mortgage or
trust deed insured pursuant to Title II of the "National Housing Act", and obligations of national
mortgage associations or similar credit institutions organized under Title III of the "National
Housing Act". Also, investments in financing governmental coupons strips known as zero
coupons and (ColoTrust) a pool surplus funds for local government entities. The District has
authorized those types of investments for maturity over five years.

The District had invested S 64,047 in the Colorado Government Liquid Asset Trust
(ColoTrust), which is investment vehicle established for local government entities in Colorado
to pool surplus funds. ColoTrust operates similarly to money market funds and each share is
equal in value to $1.00. Investments of ColoTrust consist of U. S. Treasury bills, notes and note
strips and repurchase agreements collateralized by U.S. Treasury securities. A designated
custodial bank provides safekeeping and depository services to ColoTrust in connection with
the direct investment and withdrawal functions of ColoTrust.
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Delta County Fire Protection District # 3
Notes to the Financial Statements

December 31,2017

Note 2 - Deposi* and Investments - continued

Substantially all securities owned by ColoTrust are held by the Federal Reserve Bank in the
account maintained for the custodial bank. The custodian's internal records identify the
investments owned by ColoTrust. These pools are not required to and are not registered with
the secretary. ColoTrust Funds are rated AAA by Standard and Poors, Fitch's and Moody's
rating services.

The District investments are categorized under Category 1 which is insured or registered or for
which the securities are held by the District's agent in the District's name.

Credit Risk

Pension Investments
Investments
Govemment and Agency Securities

Financing Corp CPN FICO Strips
Federal National Mortgage Strips
Federal Home Loan Mortgage Corp. Strips
Tennessee Valley Authority
US Treasury Strips
Res Fdg Corp Cpn Strp
Federal Farm Credit Bank

Total
Municipal Bonds

Utah State Board of Regents
Total

Asset and Mortgage backed securities
Federal Home Loan Mortgage Corp.
GNMA Guaranteed
Federal National Mortgage Assoc. REMIC

Total
Money Market Account-Edward D. Jones

Fair Market
$ 162,315

241,087
194,717
341,100
244,757
170,681
65.416

1.420.073

25.537
25.537

9.5r3
21,601
2.099

33.213
43.233

Credit Rating
No Rating
A,Au{
tu{A
No Rating
A,rd{
AirAIr{

A\trd{

AA+

No Rating
No Rating
Aaa

No Rating

Total Investments $l-522*056

fnturest rate risk
lnterest rate risk is the risk that changes in market interest rates will adversely affect the fair
value of an investment. The District does not have a formal policy limiting investment
maturities, other than that established by the state statue of five years, which would help
manage its exposure to fair value losses from increasing interest rates.
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Delta County Fire Protection District # 3
Notes to the Financial Statements

December 31,2017

Note3-PropertyTaxes

Property taxes are levied by the District's Board of Directors. The levy is based on assessed
valuations determined by the County Assessor generally as of January 1 of each year. The levy
is normally set by December 15 by certification to the County Commissioners to put the tax
lien on the individual properties as of January 1 of the following year. The County Treasurer
collects the determined taxes during the ensuing calendar year. The taxes are payable by April
or if in equal installments, at the taxpayers' election, in February and June. Delinquent
taxpayers are notified in August and generally sales of the tax liens on delinquent properties
are held in November or December. The County Treasurer remits the taxes collected monthly
to the District.

Note4-CapitalAssets

Capital asset activity for the year ended December 31,2017 is as follows:

Balance l/l/17 Additions Retirements Balance lT3ln7
Government activities

Capital assets, not being

depreciated
Land $ 5,759 $ $ $ 5,759

Capital assets being depreciated
Buildrng and inprovernerfrs

Vehicles

Equbrnent
Total capital assets bemg

depreciated

kss accurrulated depreciation for
Buining and inprovenrerfrs

Vehicles

Equbrnerf
Total ac cum.rlated depreciation
Total capital assets bemg

depreciated, net

Governrnental capital assets, net

62l,lgl
2,437,095

165,607

62l,r8l
2,437,085

176,60711,000

3,223,873 11,000

Q38,516)
(1,342,502)

126,024
(1,707,042) (t76,623)

1,516,831 (165,623)

_$ 1,522,5n $ (16s,623) $

Depreciation costs for 2017 for the government activities was $ 176,623.

(t2,278)
(152,056)
(t2,289)

(250,794)
(1,494,558)

138,313
(1,993,665)

1,351,208

$ 1,356,967

19
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Delta County Fire Protection District # 3
Notes to the Financial Statements

December 31,2017

NoteS-RetirementPlan

Defined Benefit Plan

Administration
The plan is administered by a Board of Trustees composed of District members and firefighters

selected in accordance with Colorado State Statutes.

District Contributions
The District can contribute to the Fund an annual amount, with a tax levy not to exceed one mill
on the assessed valuation of the District. The District is currently contributing to the fund a

level annual dollaramount of $69,556.

State Contributions
The contribution by the State of Colorado toward fire pension funds has been a fixed dollar
amount established by the legislature and allocated pro rata to all fire pension funds in the State

who apply for State matching funds, based upon the amounts contributed by the employer up

to a maximum of ll2 mill on the assessed valuation or 90% of District contributions, whichever
is less. If the plan currently offers maximum retirement benefits in excess of $300 per month,

the State will match at the level determined above but no greater than the maximum ofl (1) the

amount necessary to fund a pension of S300 per month on an actuarially sound basis, and (2)

the amount of State contributions received during 2001 (which was $20,317 for your Fund).

Retirement Benefits
The Board may pension any firefighter having 20 years of active service and being above the

age of 50 years, such pension not to exceed S I 00 per month, unless an actuarial review indicates

a higher payment can be supported by the contributions. No volunteer firefighter shall receive

a pension for service in a fire department while an active member of that department. On and

after January I , 1978, firefighters shall maintain a minimum training participation of 36 hours

each year to qualiff for retirement benefits.

The Board may, with the consent of the governing body and sixty-five percent of the active and

retired volunteer firefighters, authorize a supplemental monttrly pension payment to any

volunteer fnefighter who has attained age 50 and has more than twenty years of active service.

The supplemental pension cannot exceed five percent ofthe normal benefit level (based on

twenty years of service) multiplied by the number of years of service in excess of twenty years,

up to a maximum of ten years. The supplemental pension can only be granted if an actuarial

review indicates that the additional pension can be supported by the contributions.
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Delta County Fire Protection District # 3
Notes to the Financial Statements

December 31,2017

Note 5 - Retirement Plan - continued

Disabitity Benefits
Temporary
ln the event of an injury to a member while in the line of duty as a firefighter, it is the duty of
the Board to pay a monthly annuity to the firefighter in an amount that is proper and equitable,

the financial condition of the Fund considered, up to the greater of $225 per month or one-half
of the monthly retirement benefit level, for a period of time up to but not to exceed one year.

Permanent
Any firefrghter who is disabled in the line of duty as to deprive the firefighter of his eaming

capacity and whose disability shall extend beyond one year, shall be compensated by the Board

in a monthly annuity in such an amount as the Board determines proper and necessary, up to
the greater of $450 per month or the monthly retirement benefit level.

Death Benefits
Duty Death
If a firefighter dies from injuries received while in the line of duty, leaving surviving spouse,

the Board shall pay to the surviving spouse a monthly annuity it such an amount as it deems

proper and necessary, up to the greater of $225 per month or one-half of the monthly retirement

benefit level, or within limits as are prescribed by municipal ordinance or by rules and

regulations of the Board, as long as the surviving spouse remains unmarried.

If there is no surviving spouse but there is a surviving child under 18 years of age the Board
shall pay a monthly payment of an annuity in such amount as it deems proper or necessary, up
to the greater of $225 per month or one-half of the monthly retirement benefit level, or within
limits as prescribed by municipal ordinance or by rules and regulations of the Board to the
guardian of the child for the child, to continue until the child reaches the age of 18 years.

ln the event there is no surviving spouse or child but there is a surviving dependent parent, the
Board shall pay to the dependent parent a monttrly annuity in such an amount as it deems proper
and necessary, up to the greater of $225 per month or one-half of the monthly retirement benefit
level, or within limits as are prescribed by municipal ordinance or by rules and regulations of
the Board, so long as the dependent parent remains unmarried.

No dissolution of a subsequent marriage shall have the effect of reinstating benefrts to the
surviving spouse or dependent parent or authorizing the granting ofa pension or benefit.
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Delta County Fire Protection District # 3
Notes to the Financial Statements

Decernber 31,2017

Note 5 - Retirement Plan - continued

Non-Duty Death
In the event of the death of an active member not in the line of duty, or any retired, pansioned

firefighter, or any other firefighter eligible for retirernent under the age of 50 years, who leaves a
surviving spouse, the Board may pay an annuity in a sum of money not to exceed 50% of the current
pension payment for retired firefighters. The annuity shall remain in effect so long as the surviving
spouse remains unmarried. No dissolution of a subsequent marriage shall have the effect of
reinstating the pension or benefit.

Option al S u rvivo r B e nefit
In lieu of the survivor benefits available under State statutes, the Board may, with the consent of the
governing body and sixty-five percent ofthe active and retired volunteer firefighters, provide a

survivor benefit upon the death of an active member on duty, or if authorizedby the Board, for
death occurring while off duty. The survivor benefit is a monthly annuity in an amount up to one-
hundred percent of the pension the mernber would have been entitled to receive if the member had

retired immediately before the mernber's death.

The monthly annuity shall be paid to a beneficiary designated by the mernber or to the legal
guardian of the designated beneficiary who is a child under the age of 18 as follows:

. Until the death of the designated beneficiary
' If the beneficiary is a child under age 18, until the earlier of the child's death or attainment of

age 18
. If the beneficiary is a full-time student, until age 23

' If the beneficiary is a surviving spouse, until the earlier of the death of the surviving spouse or
remarriage

Funeral Benefit
In addition, the Board shall pay a lump sum funeral benefit from the Fund in an amount not to
exceed two times the monthly benefit level available upon retirement with t'wenty years of
service, but not less than $ I 00, to be paid to the person who pays the necessary expenses for the
deceased member's funeral.

Severance Benefits
Twenty or More Years of Service
Any firefighter who first became a volunteer prior to June 3, 1977, andwho has completed 20 years
of service shall, upon application to and with the Board's consent, be relieved from further duty and
be entitled to receive a monthly pension beginning upon the attainment of age 50.

Any firefighter who first became a volunteer on or after June 3, 1977, and.earns 20 years of service
as a volunteer by serving more than one department, will be entitled to a benefit from the fund of
each department for which he or she served at least five years equal to l/20 of the monthly retirement
benefit being paid by the departrnent the day he or she left the service of that departrnent for each
year of service with the deparhnent.
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December 31,2017

Note 5 - Retirement Plan - continued

Defined Benefit Plan - continued

Less Than Twenty Years of Service
If the fund is determined to be actuarially sound, the Board of any volunteer firefighters'pension

fund may elect to provide vesting of a volunteer's accrued benefit for any volunteer who

terminates after ten years of active service. The benefit, payable at age 50, would be equal to

the retirement benefit level, prorated based upon the ratio of the number of years of service

accrued at termination to 20 years of service.

Planmembership

As of December 31,2016, pensionplanmembership consisted of the following:

Inactive plan members or beneficiaries currently receiving

Inactive plan members entitled to but not yet receiving

Active plan members

Total

23

J

2l
47

Net Pension Liability

The components of the net pension liability at December 3l , 2016 were as follows:

Total pension liability $

Plan fiduciary net position
District's net pension liability/ (asset) $

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

1,776,923

(1.9s0.s39)
(173,616)

t09.77%

Actuarial assumptions
The total pension liability was determined by an actuarial valuation as of December 31,
2016 using the actuarial assumptions described in Exhibit 11, applied to all periods
included in the measurement:

The longterm 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 retums, net of pension plan investment expense and inflation) are developed for
each major asset class.

These ranges are combined to produce the long-term expected rate of retum and by adding
expected inflation. Best estimates of rates of return for each major asset class included in the
pension plan's target asset allocation as of the valuation date are summarized in the
following table (note that the rates shown below include the inllation component):
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Note 5 - Retirement Plan - continued

Defined Benefit Plan - continued

Asset Class

Domestic Equity
International Equity

Fixedlncome

Cash

Long-Term Expected
Rate of Return

8.74%

7.82%

336%
2.28%

For the year ended December 31,2017, the Authority recognized pension expense of
S160,569. At December 31, 2017, the Entity reported deferred outflows of resources and
deferred in{lows of resources related to pensions from the following sources:

Deferred Outflows Deferred Inflou,s

ofResource ofResources

Difference between expected and actual experience
Changes in proportion share of net pension liability
Contributions subsequent to the measurement date

Total

$ $ 32,874
109,196

74.566

$ 183J62 $ __i2frA

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

Year ended December 31

2017 $ 10,967
2018 ) 19,187
2019 $ 3r,512
2020 $ 14,656
2021 $
Thereafter $

Discount rate
The discount rate used to measure the total pension liability was 5.50%. The projection of
cash flows used to determine the discount rate assumed that the District contributions will
continue to follow the current funding policy. Based on those assumptions, the pension plan's
fiduciary net position was projected to be available to make all projected futu." benefrt
payments of current plan members.
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Notes to the Financial Statements

Decerrber 3l,2Ol7

Note 5 - Retirement Plan - continued

Defined Benefit Plan - continued

Sensitivity of the net pension tiability to changes in the discount rate
The following presents the net pension liability, calculated using the discount rate of 5.50yo,
as well as what the District's net pension liability would be if it were calculated using a
discount rate that is 1- percentage-point lower (4.50%o) or l-percentage-point higher (6.50%)
than the current rate:

1olo Decrease
(4.s0%

Current
Discount Rate

(s.s0%)
l oZ Increase

(6.s0%))
Net Pension Liability/(Asset) $37,215 $(173,616) $(348,24t)

Note 6 - Contingent Liabilities

Risk management

The District is exposed to various risks of loss related to torts; theft of, damages to, and
destruction of assets; errors and omissions; injuries to employees; and nafural disasters. The
District purchases general liability and property insurance through commercial insurers. There
have been no significant reductions in insurance coverage in the prior year and no settlement
exceeding insurance coverage for each ofthe past three years.

Note 7 - Tax, Spending and Debt Limitations

ln November 1992, Colorado voters passed an amendment (Amendment One) to the State
Constitution (Article X, Section 20) which limits the revenue raising and spending abilities of the
state and local governments. The limits on property taxes, revenue, and "fiscal year spanding"
include allowable annual increases tied to inflation and local growth in construction valuation.
Fiscal year spending as defined by the amendment excludes spending from certain revenue and
financing sources such as fbderal funds, gifts, property sales, fund transfers, damage awards and
fund reserves (balances).

The amendment requires voter approval for any increase in mill levy or tax rates, new taxes, or
creation of multi-year debt. Revenue earned in excess of the "spending limit" must be refunded or
approved to be retained by the District under specified voting requirements by the entire electorate.
The amendment also requires that reserves be established for declared ernirgencies, with 3% of
fiscal year spending required n lg94 and thereafter.

On November 7, 1995, the District's electorate authorized the District to increase the mill levy by
1.75 mills to a total of 4.100 mills

The District's management believes it is in compliance with the provisions of TABOR; however,
TABOR is complex and subject to interpretation. Many oi its provisions, including the
interpretation of how to calculate fiscal year spending limits, will require judicial interpretation.
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December 31,2017

Note 8 - Lease Purchases Agreements

l. On April 24,2015, the District borrowed $ 267,529 on a lease purchase agreement with Zions
National Bank at a rate of 3.05% per annum, with payments of $ 43,021 due on Apil24,
2016 and each year thereafter with a final paynent on April 24, 2022. The following is a
detailed breakdown of the debt service payments:

Date
2018
20t9
2020
2021
2022

Date
20r8
2019
2020
2021
2022

Date
2018
2019
2020
2021

Interest Principal Total
$ $ $5,989

4,860
3,696
2497
t26t

37,O32

38,161

3932s
40,524
41438

43,O21

43,O21

43,O21

43,O21

42,699
$ 18,303 $ 196y'80 _$ 214J83

2. On May 29,2015, the District borrowed $ 333,087 on a lease purchase agreement with Zions
National Bank at a rate of 3.05% per annum, with payments of $ 53,563 due on May 29,2016
and each year thereafter with a final payment on May 29,2022. The following is a detailed
breakdown of the debt service payments:

Interest Principal Total
$ $ $6,961

5,539
4,O74

2,565
1p10

46,602
48,O24

4e489
50,998

33,069

53,563

53,563

53,563

53,563

34,O79

3.

$ 20,t49 $ 228,t82 $ 248,331

On October 1,2016, the District borrowed $ 150,209 on a lease purchase agreement with Zions
National Bank at a rate of 2.54% per annum, with payments of $ 32,347 due on October l,
2017 and each year thereafter with a final payment on October l, 2O2l . The following is a
detailed breakdown of the debt service payments:

Interest TotalP
$ $ $3,088

2,345
1,593

801

292s9
30,oo2
30,7@
31,546

32,347

32,347

32,347

32,347
$ 7.8t7

26
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Delta County Fire Protection District # 3
Notes to the Financial Statements

December 31,2017

Note 9 - Changes in Long-Term Debt

Summarize of changes in long-term debt is as follows:

Balance
t/t/2017

Balance
t2/31/2017

Due Within
One YearAdditions Deletions

Leases payable $ 734,712 $ $ (188,479) $ s46233 $ 112,893

Note I0 - Interfund Trsnsactions

Interfund receivable and payable balances as of December 31,2017 are as follows:

Receivable Fund
Pension

Payable Fund
General

Amount
$_4.J44
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Delta County Fire Protection District #3

General Fund

Schedule of Revenues, Expenditures and Changes in Fund Balances

Budget and Actual
For the Year Ended December 31,2017

Budget

Variance
Favorable

(Unfavorable)Revenues

Current property taxes

Specific ownership taxes

Other taxes

Total taxes

Interest and miscellaneous

Grants

Total revenues

Expenditures

Administration:

Contract labor

Supplies

Insurance

Board expenses

Utilities
Professional fees

Treasurer fees

Miscellaneous
Dues and memberships

Total administration

Public safety

Stipends

Training
Fuel and oil
Foam agent

Wildfire support

Maintenance and repairs
Miscellaneous

Total public safety
Capital outlay
Debt service

Total expenditures

Excess revenues over (under)
expenditures

266,403 266,403 271,881

Original Final Actual

$ 219,403

45,500
$ 219,403

45,500
$ 220,401

49,446

1,045

$ 998

3,946
1,045

264,903 264,903 270,892

989

5,989

500

1,000

500

1,000

489

(1,000)

5,478

4,000

1,000

23,000

1,000

12,500

6,700

5,900

1,000

4,000

1,000

23,000

1,000

12,500

6,700

5,900

1,000

2,750

2,035

18,939

9,897

5,300

5,820

2,220

518

1,250

(1,035)

4,061

1,000

2,603

1,400

80

(2,220)

482
55,100 55,100 47,479 7,621

15,000

2,600

5,000

10,000

16,700

15,000

2,600

5,000

10,000

16,700

13,144

4,113

2,957

675

25,155

406

1,956

(1,513)

2,043

49,300 49,300 46,450 2,850
35,000 35,000 21,392 I 3,61 g

209,922 209,922 209,379

324,690
543

349,322 349,322 24,632

82,919) $$(
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Delta County Fire Protection District # 3

Schedule of Changes in Net Pension Liability

For the Year Ended December 31,2077

iichmdule of Change$ in District's Net Pension Liability and Related Ratios

punelon liability 201 6

Service cost

lnterest

Changes of beneft terrns

Differences betr,veen expected and aclual experience

Changes of assunnptions

Benefit payments

Net change in total pension liabilily

Total pension liability- beginning

Total ponsion liability - ending (a)

fi 29,i77

s7,358

0

t53,421:t

0

(81.56e)

$ (8,415)

$ 1,785,338

8 1,776,923

liduciary nut positionilan
Contributions - employer

Contributions - employee

Net inyestment income

Benefit payments, includirq refunds of employee contributions

Administrative expense

0ther

Net change in plan fiduciary net position

Plan fiduciary net position - beginning

Plan fiduciary net position - ending (b)

District's net pension liability - ending (aFG)

Plan fidueiary net posilion as a percentage of the total pension lklbility

s 91.266

0

31,854

(81,56e)

(2,14s1

$ 39,406

$ 1,911,133

$ 1,950,539

$ (173,616)

149.77Yo
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Delta County Fire Protection District # 3

Schedule of Contributions

For the Year Ended December 31,2017

5ir:ir*dute of District Contributions

Actuarially
Oetermined
Contribution

Contrlbutions Related
to the Actuarially

Determined
Contribution

Contribution
Deficiency (Excess)Ysar

2016
2015
2414
2013
2012
2011
2010
200s
2008

2W7

$0
$0
$o
$o
$0
$0
$o
$0

$14,987
$14,987

$70,949
$70,806
$71,s96
$83,728
$80,829
$76,739

$71.553
$66,868
$49,992

$53,e93

$(70,94S)
$(70,806)
$(71,596)
$(83,728)
$(80,82s)
$(76,73e)
$(71"5531

$(66"868)
$(35,005)

$(3s,006)
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Delta County Fire Protection District #3

Pension Fund

Schedule of Revenues and Expenditures

Budget and Actual
For the Year Ended December 31,2017

Budget
Variance
Favorable

Revenues

Current property taxes

Interest and Miscellaneous
State matching funds

Total revenues

Expenditures

Pension benefits

Miscellaneous
Total expenditures

Excess revenues over
(under) expenditures

Original

$ 70,774

5,000

20,317

Final Actual

$ 70,774

5,000

20,317

$ 69,556

l1
20,317

89,884

(1,218)

(4,989)
$

96,091 96,091

96,930

10,500

96,930

10,500

79,012

10,007

17,918

493
107,430 107,430 89,019 18,41 I

_$_(1 1,33e)- $ (11,339) $ 865 $ 12,204

3l

(Unfavorable)

(6,207)


