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Report On The Financial Statements

We have audited the accompanying financial statements of the governmental activities,
each major fund and the aggregate remaining fund information of the Pagosa Fire
Protection District (the District) 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 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.

Auditors’ Responsibility

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

An audit involves performing procedures to obtain audit evidence about the amounts
and disclosures in the financial statements. The procedures selected depend on the
auditors’ 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.

BAKER TILLY

INTERNATIONAL



Board of Directors
Pagosa Fire Protection District

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

Opinions

In our opinion, the financial statements referred to above present fairly, in all material
respects, the respective financial position of the governmental activities, each major
fund and the aggregate remaining fund information of the District as of December 31,
2017, and the respective changes in financial position thereof for the year then ended in
accordance with accounting principles generally accepted in the United States of
America.

Other Matters
Required Supplementary Information

Accounting principles generally accepted in the United States of America require that
the management’s discussion and analysis on pages i1 through v, the budgetary
comparison schedule, schedule of the District’s proportionate share of the net pension
(asset) liability, schedule of the District’s contributions to the pension plan, schedule of
changes in the District’s net pension liability and related ratios and the schedule of the
District’s contributions and notes to required supplementary information on pages 37
through 43, respectively, be presented to supplement the basic financial statements.
Such information, although not a part of the basic financial statements, is required by
the Governmental Accounting Standards Board, which 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.

Page 2



Board of Directors
Pagosa Fire Protection District

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
individual fund budgetary comparison schedule for the pension trust fund is presented
for purposes of additional analysis and is not a required part of the basic financial
statements.

The individual fund budgetary comparison schedule for the pension trust fund is the
responsibility of management and was derived from and relates 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. In our opinion, the
individual fund budgetary comparison schedule for the pension trust fund is fairly
stated, in all material respects, in relation to the basic financial statements as a whole.

June 15, 2018
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MANAGEMENT’S DISCUSSION AND ANALYSIS

As management of the Pagosa Fire Protection District (the District), we offer readers of the
District's financial statements this narrative overview and analysis of the financial activities of the
Pagosa Fire Protection District for the year ended December 31, 2017.

This discussion and analysis is intended to be an easily readable analysis of Pagosa Fire
Protection District's financial activities based on currently known facts, decisions or conditions.
This analysis focuses on current year activities and should be read in conjunction with the financial
statements that follow.

Financial Highlights

1. The district's net position is $3,398,583 at December 31, 2017 compared to the
beginning net position of $3,550,153 at December 31, 2016.

2. Total revenues of $1,421,233 were less than total expenditures of $1,572,803 by
$151,570.

Overview of Financial Statement

This discussion and analysis is intended to serve as an introduction to the District’s basic financial
statement. The District’s basic financial statements are comprised of three (3) components:

1. Government-wide financial statements;

2. Fund financial statements;

3. Notes to the financial statements.

Government-wide financial statements

The government-wide financial statements are designed to provide readers with a broad overview
of the District’'s finances, in a manner similar to a private-sector business. The governmental
activity of the District is primarily providing fire and emergency services for the Pagosa Fire
Protection District.

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

The statement of activities presents information showing how the District’s net position changed
during the most recent fiscal year. All changes in net position are reported as soon as the
underlying event giving rise to the change occurs, regardless of the timing of related cash flows.
Thus, revenues and expenses are reported in this statement for some items that will only result
in cash flows in future fiscal periods.

The District adopts an annual appropriated budget for its General and Pension Funds. A
budgetary comparison has been provided for these funds to demonstrate compliance with this
budget.



Fund Financial Statements

Fund financial statements begin on page 6 and provide detailed information about the individual
funds — not the District as a whole. The District has one governmental fund: The General Fund.

Governmental funds — The governmental funds focus on how money flows into and out of
those funds and the balances left at year end that are available for spending. These funds
are reported using an accounting method called modified accrual accounting, which
measures cash and all other financial assets that can be readily converted to cash. The
governmental fund statements provide a detailed short-term view of the District’'s general
government operations and the services it provides. Governmental fund information helps
you determine whether there are more or fewer financial resources that can be spent in
the near future to finance the District’'s programs. The relationship (or differences)
between governmental activities (reported in the Statement of Net Position and the
Statement of Activities) and governmental funds is presented in a reconciliation included
with the fund financial statements.

Fiduciary funds are used to account for resources held for the benefit of parties outside
the government. Fiduciary funds are not reflected in the government-wide financial
statements because the resources of those funds are not available to support the District's
programs.

The District uses a pension trust fund to account for the accumulation of resources to be
used for retirement payments for volunteer firefighters.

Notes to the financial statements

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

The District as a Trustee

The District is a trustee, or fiduciary, for its employees’ pension plans. The District’s fiduciary
activities are reported in a separate Statement of Pension Trust Fund Net Position and Changes
in Pension Trust Fund Net Position on pages 10 and 11. We exclude these activities from the
District’s other financial statements because the District cannot use these assets to finance its
operations. The District is responsible for ensuring that the assets reported in this fund are used
for their intended purpose.



The following tables provide summaries of

compared to 2016.

the District's net position and activities for 2017

Condensed Statement of Net Position

FY2016 Fy2017

Current Assets $ 1,681,378 $ 1,783,993
Capital Assets, Net 3,566,272 3,364,539
Other Assets 1,930 -
Total Assets 5,249,580 5,148,532
Deferred Outflows of Resources 301,859 403,853
Current Liabilities 98,210 112,745
Long-term Liabilities 872,737 845,027
Total Liabilities 970,947 957,772
Deferred Inflows of Resources 1,030,339 1,196,030
Net Position:

Net Investment in Capital Assets 3,321,176 3,152,826
Restricted 91,088 106,840
Unrestricted 137,889 138,917
Total Net Position $ 3,550,153 $ 3,398,583




Condensed Statement of Activities
FY2016 FY2017
Program Revenues:

Charges for Services $ 18,068 $ 27,948
Operating Grants and Contributions 153,894 221,929
Capital Grants and Contributions - -

Total Program Revenues 171,962 249,877
General Revenues:

Taxes 1,096,893 1,133,079
Intergovernmental 20,348 15,738
Interest 754 261
Miscellaneous 12,916 22,278

Total General Revenues 1,130,911 1,171,356
Total Revenues 1,302,873 1,421,233
Expenses:

Firefighting and Admin 1,595,729 1,566,358

Interest 2,328 6,445
Total Expenses 1,598,057 1,572,803
Change in Net Position (295,184) (151,570)
Net Position — Beginning 3,845,337 3,550,153
Net Position — End of Year $ 3,550,153 $ 3,398,583

Financial Analysis

Statement of net position: Net position, the excess of assets and deferred outflows over liabilities
and deferred inflows, may serve, over time, as a useful indicator of a government’s financial
position. The District’'s assets are $5,148,532 at the close of the most recent fiscal year. The
overall net position decreased by $151,570 (4.3%). Net investment in capital assets decreased
from $3,321,176 at December 31, 2016 to $3,152,826 at December 31, 2017. Unrestricted net
position increased from $137,889 at December 31, 2016 to $138,917 at December 31, 2017.
Restricted net position increased from $91,088 at December 31, 2016 to $106,840 at December
31, 2017. The restricted net position $46,848 is restricted for emergency reserves.

A large portion of the District's net position is its investment in capital assets. These assets
include apparatus, vehicles, buildings, land and equipment. The District used these capital assets
to provide service and consequently, these assets are not available to liquidate liabilities or for
other spending.

The wildland fire program continues to have a positive impact on the finances of the District as
serving as a cooperator to local state and national fires.



Statement of Activities

Impact fees collected for 2017 were $15,738. Impact fees are collected as a result of development
growth in Archuleta County and the Town of Pagosa Springs. Impact Fees are collected and
distributed to the District through the Town of Pagosa Springs. They are used to reduce the
burden of new development on current and future services. These impact fees provide financial
assistance in order to meet the funding requirements needed for future apparatus, equipment,
stations and training facilities.

Capital Assets and Long-Term Debt

Capital Assets: The District’'s net investment in capital assets as of December 31, 2017 is
$3,152,826. This is a decrease of (5.07%). The decrease is due to depreciation.

Long Term Debt: As of December 31, 2016, the District purchased 55 self-contained breathing
apparatus (SCBA) to replace the old, outdated and expired SCBAs. SCBA is a device worn by
firefighters to provide breathable air in an immediately dangerous to life or health atmosphere. All
Personnel Protective Equipment including SCBA must meet the National Fire Protection
Association (NFPA) requirement for service life. See Note 4 for additional information on the
District’s long-term debt.

Budget Analysis

As of December 31, 2017, the District’'s general fund revenues of $1,421,233 exceeded the final
budget of $1,416,874 by $4,359. As of December 31, 2017, the District's general fund
expenditures of $1,247,202 were below the budget of $1,249,648, a positive variance of $2,466.
In total, the excess of revenues over expenditures within the general fund experienced a favorable
budget variance $6,805.

Requests for Information

This financial report is designed to provide a general overview of the District's finances. Questions
concerning any of the information provided in this report or request for additional financial
information should be addressed to the Chief and the Finance Administrator, Pagosa Fire
Protection District, 191 N. Pagosa Blvd., Pagosa Springs, CO 81147.



PAGOSA FIRE PROTECTION DISTRICT

STATEMENT OF NET POSITION
December 31, 2017

Governmental
Activities
Assets
Cash $ 624,508
Cash held with County Treasurer 11,737
Restricted cash 59,992
Receivables:

Property taxes 1,050,377
Prepaid items 37,379
Nondepreciable capital assets 323,801
Depreciable capital assets - net 3,040,738

Total Assets 5,148,532
Deferred Outflows Of Resources
Deferred outflows pension - SWDBP 216,851
Deferred outflows pension - Volunteer Pension 187,002
Total Deferred Outflows Of Resources 403,853
Liabilities
Accounts payable 9,380
Accrued expenses 17,307
Accrued interest payable 3,268
Noncurrent liabilities:

Due within one year 82,790

Due in more than one year 178,859

Net pension liability - SWDBP 32,868

Net pension liability - Volunteer Pension 633,300

Total Liabilities 957,772
Deferred Inflows Of Resources
Unearned property tax revenue 1,050,377
Deferred inflows pension - SWDBP 27,335
Deferred inflows pension - Volunteer Pension 118,318
Total Deferred Inflows Of Resources 1,196,030
Net Position
Net investment in capital assets 3,152,826
Restricted for:

Capital impact fees 59,992

TABOR 46,848
Unrestricted 138,917

Total Net Position $ 3,398,583
See the accompanying notes to the financial statements. Page 4



PAGOSA FIRE PROTECTION DISTRICT

STATEMENT OF ACTIVITIES
For The Year Ended December 31, 2017

Net Revenue

Charges Operating Capital (Expense) And

For Grants And Grants And Change In

Expenses Services  Contributions Contributions Net Position

Primary Government
Governmental activities:
Public safety $ 1,566,358 $ 27,948 $ 221,929 $ — $ (1,316,481)
Interest 6,445 — — — (6,445)
Total Governmental Activities $ 1,572,803 $ 217,948 $ 221,929 $ — (1,322,926)
General Revenues

Property taxes 1,014,363

Specific ownership taxes 118,716

Impact fees 15,738

Intergovernmental 1,020

Investment income 261

Other 21,258

Total General Revenues 1,171,356

Change In Net Position (151,570)

Net Position - Beginning Of Year 3,550,153

Net Position - End Of Year $ 3,398,583

See the accompanying notes to the financial statements.
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PAGOSA FIRE PROTECTION DISTRICT

BALANCE SHEET - GOVERNMENTAL FUNDS
December 31, 2017

Assets

Assets
Cash
Restricted cash
Cash held with County Treasurer
Receivables:
Property taxes
Prepaid items

Total Assets

Liabilities, Deferred Inflows Of Resources And Fund Balances

Liabilities
Accounts payable
Accrued liabilities
Total Liabilities

Deferred Inflows Of Resources
Unavailable revenue - property taxes

Fund Balances

Nonspendable:

Prepaid items
Restricted:

Capital impact fees

TABOR
Committed:

Capital acquisition
Assigned:

Station 7
Unassigned

Total Fund Balances

Total Liabilities, Deferred Inflows Of
Resources And Fund Balances

General
Fund

$ 624,508
59,992
11,737

1,050,377
37,379

$ 1,783,993

$ 9,380
17,307
26,687

1,050,377

37,379

59,992
46,848

55,000
8,500

499,210
706,929

$ 1,783,993

See the accompanying notes to the financial statements.
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PAGOSA FIRE PROTECTION DISTRICT

RECONCILIATION OF THE BALANCE SHEET OF
GOVERNMENTAL FUNDS TO THE STATEMENT OF NET POSITION

December 31, 2017

Fund Balances - Total Governmental Funds

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

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

7,157,084
(3,792,545)

Pension plan accounts, such as deferred inflows/outflows and net
pension asset (liability), are not receivable or payable in the current period
and, therefore, are not reported in the governmental funds.
Deferred outflows pensions
Net pension liability
Deferred inflows pensions

Liabilities not due and payable in the current period
are not reported in the governmental funds.
Accrued interest payable
Compensated absences
Capital leases payable

(3,268)
(49,936)
(211,713)

$

706,929

3,364,539

403,853
(666,168)
(145,653)

(264,917)

Net Position Of Governmental Activities

3,398,583

See the accompanying notes to the financial statements.
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PAGOSA FIRE PROTECTION DISTRICT

STATEMENT OF REVENUES, EXPENDITURES AND
CHANGES IN FUND BALANCES - GOVERNMENTAL FUNDS
For The Year Ended December 31, 2017

General
Fund
Revenues

Property taxes $ 1,014,363

Specific ownership taxes 118,716

Wildland fire reimbursement 221,929

Impact fees 15,738

Intergovernmental 1,020

Earning on investments 261

Permit fees 6,940

Special fire protection 21,008

Other income 21,258

Total Revenues 1,421,233
Expenditures
General government:
Fire administration 977,621
Fire fighting 159,654
Fire prevention 6,881
Fire training 17,215
Fire communications 37,837
Fire maintenance 9,912
Station and grounds 38,082
Total Expenditures 1,247,202
Excess Of Revenues Over Expenditures 174,031
Other Financing Sources (Uses)

Transfer to Pension Trust Fund (122,905)
Net Change In Fund Balances 51,126
Fund Balance - Beginning Of Year 655,803
Fund Balance - End Of Year $ 706,929

See the accompanying notes to the financial statements. Page 8



PAGOSA FIRE PROTECTION DISTRICT

RECONCILIATION OF THE STATEMENT OF REVENUES,
EXPENDITURES AND CHANGES IN FUND BALANCES OF
GOVERNMENTAL FUNDS TO THE STATEMENT OF ACTIVITIES

For The Year Ended December 31, 2017

Net Change In Fund Balances - Total Governmental Funds

Amounts reported for governmental activities in the statement
of activities are different because:

Governmental funds report capital outlays as expenditures.
However, in the statement of activities, the cost of those assets
is capitalized and depreciated over their estimated useful lives.
Depreciation 3 (201,733)

$ 51,126

(201,733)

Pension benefit (expense) does not use current financial resources
and, therefore, is not reported as an expenditure in governmental funds.

The issuance of long-term debt (i.e., bonds and leases) provides

current financial resources to governmental funds, while the

repayment of principle of long-term debt consumes the current

financial resources of governmental funds. Neither transaction,

however, has any effect on net position. Also, governmental funds

report the effect of premiums, discounts and similar items when

debt is first issued, whereas these amounts are amortized in

the statement of activities. The amount is the net effect of these

differences in the treatment of long-term debt and related items.
Compensated absences 13,285
Accrued interest payable (940)
Principal payments made 33,383

(46,691)

45,728

Change In Net Position Of Governmental Activities

$ (151,570

See the accompanying notes to the financial statements.
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PAGOSA FIRE PROTECTION DISTRICT

STATEMENT OF PLAN NET POSITION -
PENSION TRUST FUND
December 31, 2017

Assets
Investments $ 3,610,594
Accrued interest receivable 90
Total Assets 3,610,684
Net Position Restricted For Pension Benefits $ 3,610,684

See the accompanying notes to the financial statements. Page 10



PAGOSA FIRE PROTECTION DISTRICT

STATEMENT OF CHANGES IN PLAN NET POSITION -
PENSION TRUST FUND
For The Year Ended December 31, 2017

Additions
Contributions:
State $ 128,476
District 30,596
Total Contributions 159,072
Investment income:
Net appreciation in fair value of investments 271,724
Interest 677
Dividends 73,230
Total Net Investment Income 345,631
Total Additions 504,703
Deductions
Benefits 296,303
Professional fees 28,355
AD&D insurance 2,815
Total Deductions 327,473
Net Increase In Net Position Held In Trust For Pension Benefits 177,230
Net Position Restricted For Pension Benefits - Beginning Of Year 3,433,454
Net Position Restricted For Pension Benefits - End Of Year $ 3,610,684
See the accompanying notes to the financial statements. Page 11



PAGOSA FIRE PROTECTION DISTRICT

NOTES TO FINANCIAL STATEMENTS
December 31, 2017

Summary of Significant Accounting Policies

Organization

The Pagosa Fire Protection District (the District) was established on July 9, 1975
as a special district as defined by the 1973 Colorado Revised Statutes (C.R.S.).
The District was formed to provide fire protection to its inhabitants. The statutes
provide that the Chairman of the Board of Directors is the chief administrative
officer and that the Board of Directors shall be the policy-making authority.

Reporting Entity

The District follows the Governmental Accounting Standards Board (GASB)
accounting pronouncements that provide guidance for determining which
governmental activities, organizations and functions should be included within
the financial reporting entity. GASB pronouncements set forth the financial
accountability of a governmental organization’s elected governing body as the
basic criterion for including a possible entity. Financial accountability includes,
but is not limited to, appointment of a voting majority of the organization’s
governing body, ability to impose its will on the organization, a potential for the
organization to provide specific financial benefits or burdens and fiscal
dependency.

The District is not financially accountable for any other organization, nor is the
District a component unit of any other primary governmental entity.

Basis Of Presentation

The government-wide financial statements (i.e., the statement of net position and
the statement of activities) report information on all of the nonfiduciary activities
of the District. For the most part, the effect of interfund activity has been
removed from these statements.

The statement of net position presents the financial position of the governmental
activities of the District. The statement of net position reports all financial and
capital resources of the District. The difference between the assets and deferred
outflows of resources and liabilities and deferred inflows of resources is reported
as net position.

Page 12



PAGOSA FIRE PROTECTION DISTRICT

Notes To Financial Statements (Continued)

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: 1) charges to customers or applicants who purchase, use or
directly benefit from goods, services or privileges provided by a given function or
segment and 2) grants and contributions that are restricted to meeting the
operational or capital requirements of a particular function or segment. Taxes
and other items not properly included among program revenues are reported
instead as general revenues. The District does not allocate indirect expenses to
functions in the statement of activities.

Separate financial statements are provided for the governmental fund and the
fiduciary fund, even though the latter is excluded from the government-wide
financial statements. The District reports a single major fund: the General Fund.

Accounting Policies

The accounting policies of the District conform to accounting principles generally
accepted in the United States of America (GAAP) as applicable to governmental
units. The District uses funds to maintain its financial records during the year.

Fund financial statements consist of a series of statements focusing on
information about the District’s major governmental funds.

The following is the District’s major governmental fund:

General Fund - The General Fund is the general operating fund of the
District. It 1s used to account for all financial resources except those required
to be accounted for in another fund.

Additionally, the District reports the following fiduciary fund type:

Pension Trust Fund - The Pension Trust Fund accounts for transactions
relating to assets held by the District in its capacity of trustee for the
Volunteer Firefighter’s Pension Fund.

Measurement Focus And Basis Of Accounting

The government-wide financial statements are reported using the economic
resources measurement focus and the accrual basis of accounting. Revenues are
recognized when earned, and expenses are recognized when a liability 1is
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
1items are recognized as revenues as soon as all eligibility requirements imposed
by the provider have been met.
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PAGOSA FIRE PROTECTION DISTRICT

Notes To Financial Statements (Continued)

Governmental fund financial statements are reported using the current financial
resources measurement focus and the modified accrual basis of accounting. Only
current assets and liabilities are included on the balance sheet, and the fund
balance includes only spendable resources. Differences in the accrual and the
modified accrual basis of accounting arise in the recognition of revenue, the
recording of certain deferred outflows of resources and in the presentation of
expenses versus expenditures. Under the modified accrual basis of accounting,
revenues are recognized as soon as they are both “measurable and available.”
“Measurable” means the amount of the transaction can be determined and
“available” means collectible within the current period or soon enough thereafter
to pay liabilities of the current period. For this purpose, the District considers
revenues to be available if they are collected within 60 days of the end of the
current fiscal period. Expenditures are recorded when a liability is incurred as
under accrual accounting. However, debt service expenditures are reported only
when payment is due. Capital asset acquisitions are reported as expenditures in
governmental funds. Proceeds of long-term debt are reported as other financing
sources.

The fiduciary fund is reported using the economic resources measurement and
accrual basis of accounting. Under this method, revenues are recorded when
earned, and expenses are recorded at the time liabilities are incurred.

Use Of Estimates

The preparation of financial statements, in conformity with GAAP, requires
management to make estimates and assumptions that affect the reported
amounts of assets and liabilities at the date of the financial statements and the
reported amounts of revenues and expenses during the reporting period. Actual
results could differ from those estimates.

Budgets

In 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 requirements.
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PAGOSA FIRE PROTECTION DISTRICT

Notes To Financial Statements (Continued)

Deposits And Investments

The District’s deposits include amounts that are readily convertible to known
amounts of cash, are not subject to significant risk from changes in interest rates
and have a maturity of three months or less from the date of acquisition. For
deposits, the fair value approximates the carrying value. Deposits include cash in
checking accounts and certificates of deposits.

The District’s investment policy, in accordance with Colorado law, authorizes
investment in obligations of the U.S. Treasury, the State of Colorado, Colorado
counties and school districts, repurchase agreements, financial institutions and
local government investment pools. State statutes prohibit investments with a
stated maturity date greater than five years, unless allowed by District Charter.

The District’s investment policy for the Pension Trust Fund, in accordance with
C.R.S. 31-30-1113, authorizes, in addition to the above, investments in a
noninsured trust pension plan with a trust company.

Investments are measured at fair value in accordance with GASB Statement
No. 72, Fair Value Measurement and Application.

Short-Term Interfund Receivables/Payables

All outstanding balances between funds are reported as “due to/from other funds”
in the governmental fund balance sheet. These balances are eliminated in the
statement of net position.

Prepaid Items

Payments made for services that will benefit periods beyond the end of the
current year are recorded as prepaid items.

Property Taxes

In the government fund financial statements, property tax revenue is accounted
for using the modified accrual basis of accounting. Property tax receivable is
recognized on the levy or lien date. This receivable represents taxes certified by
Archuleta County (the County) to be collected in the next fiscal year for the
purposes set out in the budget for the next fiscal year. Although the succeeding
year property tax receivable has been recorded, the related revenue 1is
unavailable and will not be recognized as revenue until the year for which it is
levied in the governmental fund statements. In the government-wide financial
statements, property tax revenues are also recognized as revenues in the year for
which they are levied.
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The District’s property taxes, levied by December 15, are due and payable in the
subsequent calendar year. Assessed values are established by the County
Assessor. Property taxes attach as an enforceable lien on property as of
January 1 of the year in which they are payable. The taxes are payable under two
methods: a) in full on or before April 30 or b) one-half on or before February 28,
and the remaining one-half on or before June 15. Property tax receipts collected
by the County are remitted to the District in the subsequent month. Property
taxes receivable not collected within 60 days of year end have been recorded as a
deferred inflow of resources in the fund financial statements. Since property
taxes are levied in December for the next calendar year’s operations, the total
levy is reported as taxes receivable and a deferred inflow of resources in the
government-wide financial statements.

Capital Assets

Capital assets, which include land, land improvements, buildings, equipment and
vehicles, are reported in the government-wide financial statements. Capital
outlays are recorded as expenditures in the General Fund at the time of
purchase. Capital assets are defined by the District as assets with an initial
individual cost of $5,000 or more and an estimated useful life of more than one
year. Capital assets are recorded at historical cost or estimated historical cost if
actual historical cost 1s not available. Donated capital assets are valued at
acquisition value on the date of donation.

The costs of normal maintenance and repairs that do not add to the value of the
asset or materially extend the life of the asset are not capitalized. Improvements
are capitalized and depreciated over the remaining useful lives of the related
capital assets, as applicable. Land and land improvements are not depreciated.
Buildings, equipment and vehicles of the District are depreciated using the
straight-line method over 5 to 40 years.

Compensated Absences

The District allows its employees to accumulate vacation time, which is required
to be taken within one year of its accrual date. The District’s accrued vacation is
based on completed years of service:

1 - 5 years of service 2 weeks
5 - 10 years of service 3 weeks
10 - 15 years of service 4 weeks
15 - 20 years of service 5 weeks
20+ years of service 6 weeks
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The District also allows employees to carry over compensatory time of a
maximum of 80 hours at year end. Upon separation from service, the total
amount of accumulated but unused vacation and compensatory time is paid out.
Sick leave is accumulated 1 day a month up to 60 days; however, upon separation
from service, no payment is made for any unused sick leave.

Deferred Outflows/Inflows Of Resources

In addition to assets, the statement of net position will sometimes report a
separate section for deferred outflows of resources. This separate financial
statement element, deferred outflows of resources, represents a consumption of
net position that applies to a future period(s) and so will not be recognized as an
outflow of resources (expense/expenditure) until that time. The District has
recognized deferred outflows of resources in the government-wide financial
statements in accordance with presentation requirements for pension reporting.

In addition to liabilities, the statement of net position and governmental funds
balance sheet will sometimes report a separate section for deferred inflows of
resources. This separate financial statement element, deferred inflows of
resources, represents an acquisition of net position that applies to a future
period(s) and so will not be recognized as an inflow of resources (revenue) until
that time. Property tax revenue that is related to a future period is recorded as a
deferred inflow. These amounts are deferred and will be recognized as an inflow
of resources in the period that the amounts become available, at both the
governmental fund level and in the period the taxes are levied at the
government-wide reporting level. The District has also recognized deferred
inflows of resources in the government-wide financial statements in accordance
with presentation requirements for pension reporting.

Fund Balance/Net Position

The difference between assets, deferred outflows, liabilities and deferred inflows
is “net position” on the government-wide financial statements and “fund balance”
on the governmental fund financial statements. Net position is divided into net
investment in capital assets, restricted and unrestricted. Net position is reported
as restricted when constraints are placed upon it by external parties or are
1mposed by constitutional provisions or enabling legislation.
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Fund balance for governmental funds is reported in various categories based on
the nature of limitations requiring the use of resources for specific purposes. The
government itself can establish limitations on the use of resources through either
a commitment or an assignment. The following classifications describe the
relative strength of the spending constraints.

Nonspendable - includes amounts that cannot be spent because they are
either not spendable in form or are legally or contractually required to be
maintained intact

Restricted - includes amounts restricted by external sources (creditors, laws
of other governments, etc.) or by constitutional provision or enabling
legislation

Committed - includes amounts that can only be used for specific purposes.
Committed fund balance is reported pursuant to motions or resolutions
passed by the Board of Directors, the District’s highest level of decision-
making authority. Commitments may be modified or rescinded only through
motions or resolutions approved by the Board of Directors.

Assigned - includes amounts the District intends to use for a specific purpose,
but do not meet the definition of restricted or committed fund balance. The
Board of Directors and Fire Chief have authority to assign amounts to be used
for specific purposes.

Unassigned - includes amounts that have not been assigned to other funds or

restricted, committed or assigned to a specific purpose within the General
Fund

When both restricted and unrestricted resources are available for use, it 1s the
District’s policy to use externally restricted resources first, then unrestricted
resources (committed, assigned and unassigned) in order as needed.

Pensions

The District participates in two defined benefit pension plans. For purposes of
measuring the net pension (assets) liabilities, deferred outflows of resources and
deferred inflows of resources related to pensions and pension expense,
information about the fiduciary net position of pension plans and additions
to/deductions from the plan’s fiduciary net position have been determined on the
same basis as they are reported by the plans. For this purpose, benefit payments
are recognized when due and payable in accordance with the benefit terms.
Investments are reported at fair value.
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2. Cash, Cash Equivalents And Investments

Deposits

The Colorado Public Deposit Protection Act (PDPA) requires that all units of local
government deposit cash in eligible public depositories. Eligibility is determined
by state regulators. Amounts on deposit in excess of federal insurance levels must
be collateralized. The eligible collateral is specified by PDPA. PDPA allows the
Institution to create a single collateral pool for all public funds. The pool is to be
maintained by another institution or held in trust for all the uninsured public
deposits as a group. The State Regulatory Commission for banks is required by
statute to monitor the naming of eligible depositories and reporting of the
uninsured deposits and assets maintained in the collateral pools.

At December 31, 2017, the District had no deposits exposed to custodial credit
risk.

Investments

The District is required to comply with state statutes which specify investment
instruments meeting defined rating, maturity and concentration risk criteria in
which local governments may invest, which include the following:

Obligations of the United States and certain U.S. agency securities
General obligation and revenue bonds of U.S. local government entities
Bankers’ acceptances of certain banks

Commercial paper

Certain securities lending agreements

Written repurchase agreements collateralized by certain authorized
securities

Certain money market funds

e Guaranteed investment contracts

e Local government investment pools

Custodial Credit Risk - Custodial credit risk i1s the risk that, in the event of
bank failure, the District’s deposits may not be returned to it. The District’s
policy requires all deposits to be held in PDPA-approved financial institutions to
mitigate this risk.

Credit Risk - Credit risk is the risk that an issuer or other counterparty to an
investment will not fulfill its obligations.
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Interest Rate Risk - Interest rate risk is the risk that changes in interest rates
will adversely affect the fair value of an investment.

Foreign Currency Risk - Foreign currency risk is the risk that changes in
exchange rates will adversely affect the fair value of an investment or a deposit.

The District is not exposed to foreign currency risk at year end.

At December 31, 2017, the District had the following investments:

Investments In Pension Less Than One

Trust Fund Year Maturity Level 1 Fair Value

Mutual funds $ 3,610,594 $ 3,610,594
Total $ 3,610,594 $ 3,610,594

The District has the following fair value measurements as of December 31, 2017:

Fair Value Allocation

Mutual funds $ 3,610,594 100%

Total $ 3,610,594 100%

Fair Value

The District categorizes its fair value measurements within the fair value
hierarchy established by GAAP. The hierarchy is based on the valuation inputs
used to measure the fair value of the asset. Level 1 inputs are quoted prices in
active markets for identical assets, Level 2 inputs are significant other
observable inputs and Level 3 inputs are significant unobservable inputs. The
District’s investments and investments held in trust for the pension plan have a
Level 1 fair value measurement as of December 31, 2017

The following is a description of the valuation methodologies used for assets
measured at fair value.

Mutual Funds: These are public investment vehicles, valued using the fair
value per share (unit) provided by the administrator of the fund. The fair value
per unit is based on the value of the underlying assets owned by the fund, minus
the liabilities, and then divided by the number of shares outstanding. The fair
value per unit is the quoted price in an active market and classified within
Level 1 of the valuation hierarchy.
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Presentation

Cash, cash equivalents and investments presented in the governmental activities
financial statements at December 31, 2017 are as follows:

Cash held with County Treasurer $ 11,737
Cash 624,508
Restricted cash 59,992

Total Governmental Activities $ 696,237
Pension Trust Fund Investments $ 3,610,594

3. Capital Assets

The following is a summary of changes in capital assets for the year ended
December 31, 2017:

Balance Balance
January 1, December 31,
2017 Additions Deletions 2017

Capital assets not being depreciated:
Land $ 177,266 $ — $ —  $ 177,266
Land improvements 146,535 — — 146,535
Total 323,801 — — 323,801

Capital assets being depreciated:

Building 2,039,288 — — 2,039,288
Equipment 986,930 — — 986,930
Vehicles 3,807,065 — — 3,807,065
Total Depreciable Capital Assets 6,833,283 — — 6,833,283
Accumulated depreciation (3,590,812) (201,733) — (3,792,545)
Total Depreciable Capital Assets, Net 3,242,471 (201,733) — 3,040,738
Capital Assets - Net $ 3,566,272 $ (201,733) $ — $ 3,364,539

Depreciation expense for the year ended December 31, 2017 was $201,733 and
was charged to public safety.
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4.

Long-Term Obligations

On August 31, 2016, the District entered into a capital lease agreement for the
purchase of 55 SCBA units. Payments are to be made in annual installments of
$38,888 beginning June 15, 2017, with final payment due June 15, 2023. The
lease bears interest at 2.850%. The following is a summary of debt service
principal requirements to maturity:

Principal Interest Total

2018 $ 32,854 $ 6,034 $ 38,888
2019 33,791 5,097 38,888
2020 34,754 4,134 38,888
2021 35,744 3,144 38,888
2022 36,763 2,125 38,888
2023 37,807 1,081 38,888
Total $§ 211,713 $§ 21615 $§ 233,328

Changes in the District’s long-term obligations for the year ended December 31,
2017 are as follows:

Balance Balance

January 1, December 31,
2017 Additions Deletions 2017 Current
Capital lease $ 245,096 $ — $ (33,383 % 211,713 $ 32,854
Compensated absences 63,221 45,208 (58,493) 49,936 49,936
Total $ 308317 $ 45208 $ (91,876) $ 261,649 $ 82,790

Total assets recorded in conjunction with the capital lease agreement have a total
cost of $348,159 and accumulated amortization of $37,717 as of December 31,
2017 and are recorded in the District’s governmental activities. Amortization is
included in depreciation. The leases are related to the District’s public safety
operations.

Compensated absences and capital lease payments are liquidated through the
General Fund.
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5. Risk Assessment

The District is exposed to various risks of loss related to torts; theft of, damage to
and destruction of assets; errors and omissions; injuries to employees and natural
disasters. The District carries commercial insurance for the risks of loss,
including worker’s compensation and employee accident insurance. Settled
claims resulting from these risks have not exceeded commercial insurance
coverage in any of the past three fiscal years. Limits of insurance coverage
remain unchanged in the past three years.

The District is a participant joined the Colorado Special Districts Property and
Liability Pool (the Pool), a public entity risk pool currently operating as a
common risk management and insurance program for member special districts in
Colorado. The Pool provides property and general liability, automobile physical
damage and liability, public officials’ liability, inland marine, money and
security, boiler and machinery coverages to its members. The District does not
know its percentage share of the Pool surplus or deficit. The District pays annual
premiums to the Pool for coverage.

The Pool agreement also gives the Board of Directors of the Pool the power to
establish additional contributions, at such times and in such amounts as the
Board determines are needed for the purposes of the Pool. The Board may decide
to distribute surplus funds among members; however, the District did not receive
any such distribution for the year ended December 31, 2017.

6. Intergovernmental Agreement

During 2006, the District entered into an Intergovernmental Agreement with the
Town of Pagosa Springs, Colorado, concerning the collection, payment and use of
development impact fees. Pursuant to this agreement, the Town of Pagosa
Springs, Colorado, began collecting and paying to the District an impact fee.
These monies may only be used for the planning, preliminary architectural and
engineering services, architectural and engineering design studies, land surveys,
real property acquisition, permitting, site improvements and off-site
improvements associated with new or expanded facilities; the construction of
buildings and other facilities and the purchase of apparatus and equipment,
including communications equipment, with an average useable life of at least
five years. The amount recognized in 2017 as impact fee income is $15,738.
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7. FPPA Statewide Cost-Sharing Defined Benefit Pension Plan

SWDBP Plan Description

Eligible employees of the District are provided with pensions through the
Statewide Defined Benefit Plan (SWDBP), a cost-sharing multiple-employer
defined benefit pension plan administered by the Fire & Police Pension
Association of Colorado (FPPA). FPPA issues a publicly available comprehensive
annual financial report that can be obtained on FPPA’s website at
http://www .fppaco.org.

Benefits Provided

SWDBP provides retirement and disability, annual increases and death benefits
for members or their beneficiaries. A member is eligible for a normal retirement
pension once the member has completed 25 years of credited service and has
attained the age of 55.

The annual normal retirement benefit is 2% of the average of the member’s
highest 3 years’ base salary for each year of credited service up to 10 years, plus
2.5% for each year of service thereafter. The benefit earned prior to January 1,
2007 for members of affiliated Social Security employers will be reduced by the
amount of Social Security income payable to the member annually. Effective
January 1, 2007, members currently covered under Social Security will receive
half the benefit when compared to SWDBP. Benefits paid to retired members are
evaluated and may be redetermined every October 1. The amount of any increase
is at the FPPA Board’s discretion and can range from 0% to the higher of 3% or
the Consumer Price Index.

A member is eligible for an early retirement at age 50 or after 30 years of service.
The early retirement benefit equals the normal retirement benefit reduced on an
actuarially equivalent basis. Upon termination, an employee may elect to have
member contributions, along with 5% as interest, returned as a lump sum
distribution. Alternatively, a member with at least 5 years of accredited service
may leave contributions with SWDBP and remain eligible for a retirement
pension at age 55 equal to 2% of the member’s average highest 3 years’ base
salary for each year of credited service up to 10 years, plus 2.5% for each year of
service thereafter.
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Contributions

The Plan sets contribution rates at a level that enables all benefits to be fully
funded at the retirement date of all members. Contribution rates are established
by state statute. Employer contribution rates can only be amended by state
statute. Member contribution rates can be amended by state statute or election
of the membership.

Members of SWDBP and their employers are contributing at the rate of 9% and
8%, respectively, of base salary for a total contribution rate of 17% in 2016. In
2014, the members elected to increase the member contribution rate to SWDBP
beginning in 2015. Member contribution rates will increase 0.5% annually
through 2022 to a total of 12% of base salary. Employer contributions will
remain at 8.0% resulting in a combined contribution rate of 20% in 2022.

Contributions from members and employers or departments re-entering the
system are established by resolution and approved by the FPPA Board of
Directors. The re-entry group has a combined contribution rate of 21% of base
salary through 2016. It is a local decision as to whether the member or employer
pays the additional 4% contribution. Per the 2014 member election, the re-entry
group could also have their required member contribution rate increase 0.5%
annually beginning in 2015 through 2022 for a total combined member and
employer contribution rate of 24% in 2022.

The contribution rate for members and employers of affiliated Social Security
employers 1s 4.5% and 4%, respectively, of base salary for a total contribution
rate of 8.5% through 2016. Per the 2014 member election, members of the
affiliate Social Security group will have their required contribution rate increase
0.25% annually beginning in 2015 through 2022 to a total of 6% of base salary.
Employer contributions will remain at 4% resulting in a combined contribution
rate of 10% in 2022.

Employer contributions are recognized by SWDBP in the period in which the
compensation becomes payable to the member and the District is statutorily
committed to pay the contributions to SWDBP. Employer contributions
recognized by SWDBP from the District were $35,588 for the year ended
December 31, 2017.
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Pension Assets, Pension Expense, Deferred Outflows Of Resources And
Deferred Inflows Of Resources Related To Pensions

At December 31, 2017, the District reported a net pension liability of $32,868 for
its proportionate share of the net pension liability. The net pension liability was
measured as of December 31, 2016, and the total pension liability was
determined by an actuarial valuation as of January 1, 2017. The District’s
proportion of the net pension liability was based on District contributions to
SWDBP for the calendar year 2016, relative to the total contributions of
participating employers.

At December 31, 2016, the District’s proportion was 0.09096393%, which was a
decrease of 0.018486% from its proportion measured as of December 31, 2015.

For the year ended December 31, 2017, the District recognized a pension expense
of $40,591. At December 31, 2017, the District reported deferred outflows of
resources and deferred inflows of resources related to SWDBP from the following
sources:

Deferred Outflows Of Resources

Differences between expected and actual experience $ 31,697
Net difference between projected and actual
earnings on pension plan investments 100,759
Changes of assumptions and other inputs 27,015
Change in proportion and differences between
contributions and proportionate share of contributions 21,792
Contributions subsequent to measurement date 35,588
Total Deferred Outflows Of Resources $ 216,851

Deferred Inflows Of Resources

Differences between expected and actual experience 3 1,889
Changes in proportion and differences between

contributions and proportionate share of contributions 25,446

Total Deferred Inflows Of Resources $ 27,335
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The amount of $35,588 reported as deferred outflows of resources related to
SWDBP, resulting from contributions subsequent to the measurement date, will
be recognized as a decrease of the net pension liability in the year ended
December 31, 2018. Other amounts reported as deferred outflows of resources
and deferred inflows of resources related to SWDBP will be recognized in pension

expense as follows:

For The Year
Ended December 31,

2018 $ 37,966
2019 37,966
2020 35,680
2021 12,956
2022 5,952
Thereafter 23,408

Total $ 153,928

Actuarial Assumptions

The actuarial valuations for SWDBP were used to determine the total pension
liability and actuarially determined contributions for the fiscal year ending
December 31, 2016. The valuations used the following actuarial assumption and

other inputs:

Valuation date

Actuarial cost method

Amortization method

Remaining amortization period

Actuarial assumptions:
Investment rate of return*
Projected salary increases*®
Cost of living adjustments

* Includes inflation at:

Total Pension
Liability

Actuarially Determin
Contributions

ed

December 31, 2016
Entry age normal
Level % payroll, open
30 years

7.5%
4.0% - 14.0%
0.0%

2.5%

January 1, 2017
Entry age normal
Level % payroll, open
30 years

7.5%
4.0% - 14.0%
0.0%

2.5%
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Effective January 1, 2016, the post-retirement mortality tables for nondisabled
retirees is a blend of the annuitant and employee generational mortality tables
with blue-collar adjustment projected with Scale BB in the RP-2014 Mortality
Tables Report, published by the Society of Actuaries (RP-2014). The
occupationally disabled post-retirement mortality assumption uses the same
table as used for healthy annuitants, except there is a 3-year set-forward,
meaning a disabled member age 70 will be valued as if they were a 73-year-old
healthy retiree. The totally disabled post-retirement mortality assumption uses
the RP-2014 generational mortality tables for disabled annuitants, except an
additional provision to apply a minimum 3% mortality probability to males and a
2% mortality probability for females is included to reflect substantial impairment
for this population. The preretirement off-duty mortality tables are adjusted to
55% of the RP-2014 mortality tables for active employees. The on-duty mortality
rate is 0.02%.

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. These
ranges are combined to produce the long-term expected rate of return by
weighing the expected future real rates of return by the target asset allocation
percentage and by adding expected inflation. Best estimates of arithmetic real
rates of return for each major asset class included in the fund’s target asset
allocation as of December 31, 2016 are summarized in the following table:

Target Long-Term Expected

Asset Class Allocation Rate Of Return

Global equity 36.00% 9.3%
Equity long/short 10.00% 7.4%
Illiquid alternatives 23.00% 10.8%
Fixed income 15.00% 4.1%
Absolute return 10.00% 6.6%
Managed futures 4.00% 5.5%
Cash 2.00% 0.0%

Total 100.00%

Page 28



PAGOSA FIRE PROTECTION DISTRICT

Notes To Financial Statements (Continued)

Discount Rate

The discount rate used to measure the total pension liability was 7.5%. The
projection of cash flows used to determine the discount rate assumed that
contributions from participating employers would be made based on the
actuarially determined rates based on the Board’s funding policy, which
establishes the contractually required rates under Colorado statutes. Based on
those assumptions, the SWDBP fiduciary net position was projected to be
available to make all the projected future benefit payments of current plan
members. Therefore, the long-term expected rate of return on pension plan
investments was applied to all periods of projected benefit payments to determine
the total pension liability.

Projected benefit payments are required to be discounted to their actuarial
present values using a single discount rate that reflects (1) a long-term expected
rate of return on pension plan investments (to the extent that the plan’s fiduciary
net position is projected to be sufficient to pay benefits) and (2) tax-exempt
municipal bond rate based on an index of 20-year general obligation bonds with
an average AA credit rating as of the measurement date (to the extent that the
plan’s projected fiduciary net position is not sufficient to pay benefits).

For the purpose of the valuation, the expected rate of return on pension plan
investments is 7.50%, the municipal bond rate is 3.78% (based on the weekly rate
closest to but not later than the measurement date of the “state and local bonds”
rate from Federal Reserve statistical release (H.15)) and the resulting single
discount rate is 7.50%.

Sensitivity Of The District’s Proportionate Share Of The Net Pension
Asset (Liability) To Changes In The Discount Rate

Regarding the sensitivity of the net pension (asset) liability to changes in the
single discount rate, the following presents the plan’s net pension liability,
calculated using a single discount rate of 7.5%, as well as what the plan’s net
pension (asset) liability would be if it were calculated using a single discount rate
that is one percent lower (6.5%) or one percent higher (8.5%):

Current
Discount
1% Decrease Rate 1% Increase
(6.5%) (7.5%) (8.5%)

Proportionate share of the net pension liability (asset) $ 279,660 $ 32,868 $ (172,104)
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Pension Plan Fiduciary Net Position

Detailed information about SWDBP’s fiduciary net position is available in
FPPA’s comprehensive annual financial report, which can be obtained on FPPA’s
website at http://www.fppaco.org.

8. Volunteer Firefighter’s Pension Plan - Defined Benefit
Pension Plan

Summary of Significant Accounting Policies - Effective January 2, 2003, the
District elected to affiliate with Wells Fargo Bank West (Wells Fargo) for the
purpose of having Wells Fargo administer its Volunteer Firefighter’s Pension
Plan (the Plan), a single-employer defined benefit plan, and manage the Plan
funds for investment. The net pension liability, deferred inflows and deferred
outflows of resources related to the Plan, pension expense and information about
the fiduciary net position of the Plan have been determined using the economic
resources measurement focus and accrual basis of accounting. 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.

General Information about the Pension Plan - The Plan is administered by
reference to the Rules and Bylaws of the Firefighter’s Pension Fund of the
District as adopted on dJuly 12, 1982 and amended on August 8, 1988, and
applicable Colorado statutes. The Board of Trustees of the Plan has the authority
to establish and amend benefit provisions. The Board of Trustees consists of the
members of the Board of Directors of the District and two elected members from
the fire department.

Since the District retains fiduciary responsibility for the Plan, it has been
determined that the activities of this pension should be reported in the District’s
financial statements as a fiduciary fund type.

The financial statements of the Plan are prepared using the accrual basis of
accounting. Benefits, expenses and refunds are recognized when due and payable
in accordance with the terms of the plan. All administrative expenses are borne
by the Plan. Stand-alone financial statements for the Plan are not issued. The
Plan is included in the District’s financial statements as a fiduciary fund.
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Contribution and Benefit Information - Funding of accrued pension expense
is accomplished through contributions from the State of Colorado in accordance
with 1973 C.R.S. 31-30-1014(3)(a)(1), and through an annual mill levy of 0.500
(not to exceed one) on the current valuation for assessment. The assessed
valuation for 2017 was $257,088,011. One mill was $257,088. Taxes collected in
2017 for pension funding were $122,905.

The Plan is open to any firefighter who renders service to the District and who
does not receive compensation under an employment contract as a firefighter.
The Plan covers substantially all volunteer firefighters within the fire
department of the District.

The benefits provided under the plan are as follows:

a) A pension amount of $650 per month to active members who have attained
age 50 and completed 20 or more years of service. Benefits are prorated for
service of at least 10 years, but less than 20 years. A volunteer firefighter
must maintain a minimum training participation in the fire department of
36 hours each year to qualify for retirement benefits.

b) A pension amount of $32.50 per month per year of service for inactive
members who have attained the age of 50 and had completed at least
10 years of service before their termination. A maximum benefit of $600
per month is payable for inactive members with over 20 years of service.

¢) Survivor Benefit - monthly benefits
Following death before retirement, not more than $325

d) Survivor Benefit - lump sum benefit
Following death of any active or retired member of the Pension
Fund, $1,000

e) Disability Retirement Benefit - monthly benefits
Short Term Disability - $150 for one year

Census information for the Plan as of December 31, 2017 1s as follows:

Inactive plan members or beneficiaries currently receiving benefits 63
Inactive plan members entitled to but not yet receiving benefits 6
Active plan members 33

Total Members 102
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Pension Liability, Pension Expense And Deferred Outflows Of Resources
And Deferred Inflows Of Resources Related To Pensions

At December 31, 2017, the District reported a net pension liability of $633,300 on
the statement of net position. The net pension liability was measured as of
December 31, 2017, and the total pension liability used to calculate the net
pension liability was determined by an actuarial valuation as of that date.

For the year ended December 31, 2017, the District recognized a pension expense
of $200,760. At December 31, 2017, the District reported the following deferred
outflows of resources and inflows of resources related to pension from the
following sources:

Deferred Outflows Of Resources
Difference between projected and actual earnings

on pension plan investments $ 84,663
Differences between expected and actual experience 38,135
Changes of assumptions 64,204

Total Deferred Outflows Of Resources $ 187,002

Deferred Inflows Of Resources
Difference between projected and actual
earnings on pension plan investments $ 118,318

Total Deferred Inflows Of Resources $ 118,318

Deferred outflows of resources will be recognized in pension expense as follows:

For The Year
Ended December 31,

2018 $ 58,733
2019 58,733
2020 (19,848)
2021 (28,934)
Thereafter —
Total 3 68,684
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PAGOSA FIRE PROTECTION DISTRICT

Notes To Financial Statements (Continued)

Actuarial Assumptions

The total pension liability in the December 31, 2017 actuarial valuation was
determined using the following actuarial assumptions and other inputs:

Valuation date
Actuarial cost method
Amortization method
Remaining amortization period years
Asset valuation method
Actuarial assumptions:
Investment rate of return
Salary increases
Inflation
Retirement age
Mortality
Cost-of-living adjustment

January 1, 2016
Entry age normal
Level dollar, open
20 years

Market value

6.0%

N/A

Implicit

100% rate assumed upon first eligibility
Modified 1994 GAM rates

None

The actuarial assumptions used in the December 31, 2017 valuation were based
on the results of an actuarial experience study for the period January 1, 2016

through December 31, 2016.

The investment objective of the Plan is to emphasize long-term growth of
principle while avoiding excessive risk. Short-term volatility is tolerated in as
much as the comparable market index fluctuates. Total return to exceed the
performance of a policy index based on the strategic allocation of the Plan assets
to various broad asset classes. The asset classes included in the pension plan’s
target asset allocation as of December 31, 2017 are summarized in the following

table:

Target

Asset Class Allocation
Domestic large cap equities 18.00%
Domestic mid cap equities 5.00%
Domestic small cap equities 5.00%
International stocks 10.00%
Fixed income 60.00%
Cash and equivalents 2.00%
Total 100.00%
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PAGOSA FIRE PROTECTION DISTRICT

Notes To Financial Statements (Continued)

Discount Rate

The single discount rate used to measure the total pension liability was 6.0%.
This single discount rate was based on the expected rate of return on pension
plan investments of 6.0%. The projection of cash flows used to determine the
single discount rate assumed that plan member contributions will be made at the
current contribution rate and that employer contributions will be made at rates
equal to the difference between actuarially determined contribution rates and the
member rate. Based on those assumptions, the pension plan’s fiduciary net
position was projected to be available to make all projected future benefit
payments of current plan members. Therefore, the long-term expected rate of
return on pension plan investments was applied to all periods of projected benefit
payments to determine the total pension liability.

Changes in the net pension liability at December 31, 2017 are as follows:

2017
Total Pension Liability
Service cost $ 76,508
Interest 238,118
Differences between expected and actual experience 55,350
Changes of assumptions 93,184
Benefit payments (299,118)
Net Change In Total Pension Liability 164,042
Total Pension Liability, Beginning Of Year 4,079,941
Total Pension Liability, End Of Year (a) $ 4,243,983
Plan Fiduciary Net Position
Contributions - employer $ 128,476
Net investment income 345,631
Benefit payments (299,118)
Administrative expense (28,356)
State of Colorado contributions 30,596
Net Change In Plan Fiduciary Net Position 177,229
Plan Fiduciary Net Position, Beginning Of Year 3,433,454
Plan Fiduciary Net Position, End Of Year (b) $ 3,610,683
Net Pension Liability ((a)-(b)) $ 633,300
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PAGOSA FIRE PROTECTION DISTRICT

Notes To Financial Statements (Continued)

10.

Sensitivity Of The Net Pension Liability To Changes In The Discount
Rate

Regarding the sensitivity of the net pension liability (asset) to changes in the
single discount rate, the following presents the Plan’s net pension liability,
calculated using a single discount rate of 6.0%, as well as what the Plan’s net
pension liability would be if it were calculated using a single discount rate that is
one percent lower (5.0%) or one percent higher (7.0%):

Current
Discount
1% Decrease Rate 1% Increase
(5.0%) (6.0%) (7.0%)
Proportionate share of the net pension liability $ 1,118,293 §$ 633,300 $ 230,795

Pension Plan Fiduciary Net Position

Detailed information about the Plan’s financial reports including applicable
financial statements and required supplementary information for the District
may be obtained by contacting the District.

Deferred Compensation Plan

The District participates in a deferred compensation plan (the 457 Plan) as
defined under the Internal Revenue Code Section 457, which allows employees to
make an elective deferral of a portion of earned compensation to the 457 Plan.
The 457 Plan is a multi-employer plan administered by FPPA. Amendments to
the 457 Plan may be made by the plan trustee. The District does not match
employee contributions to the 457 Plan. For the year ended December 31, 2017,
participating employees contributed $9,871 to the 457 Plan.

Tax, Spending And Debt Limitations

Colorado voters passed an amendment to the State Constitution, Article X,
Section 20, otherwise known as the Taxpayers’ Bill of Rights (TABOR), which has
several limitations, including revenue raising, spending abilities and other
specific requirements of state and local governments. The amendment is complex
and subject to judicial interpretation.
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Notes To Financial Statements (Continued)

11.

The amendment requires emergency reserves up to 3% of spending limits, the
reserves for years after 1994 must be at least 3% of fiscal year spending. The
amendment allows for an increase of revenues under formulas using inflation
and local growth. Voter approval is required for tax increases and spending above
the inflation and growth factor. Revenue collected, kept or spent illegally shall be
refunded with interest. The District believes it is in compliance with TABOR
requirements; however, the District has made certain interpretations of the
amendment’s language in order to determine its compliance.

On May 5, 1998, an election was held that authorized the District to retain and
spend all revenues and other funds collected from any source, effective
January 1, 1997 and thereafter.

On May 2, 2000, an election was held that authorized a permanent waiver of the
5.5% limitation under Section 29-1-301, C.R.S.

Operating Leases

The District leases land from the County on County Road 382 for a fire station.
The lease began on May 1, 2008 for a 99-year term. The lease cost is $1 per year.

The District leases land from Hidden Valley Ranch Association for a fire station.
The lease began January 1, 2007 and ends on December 31, 2056 as long as the
premises are used as a fire station. The lease cost is $1 per year.

The District leases land at Station #1 to the Upper San Juan Hospital District for
the purpose of operating an emergency services building. The lease was signed
June 17, 1987 and expires on December 31, 2037. The lease amount is $1 per
year.
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PAGOSA FIRE PROTECTION DISTRICT

SCHEDULE OF REVENUES, EXPENDITURES AND CHANGES
IN FUND BALANCE - BUDGET AND ACTUAL - GENERAL FUND
For The Year Ended December 31, 2017

Variance With
Final Budget
Budgeted Amounts Favorable
Original Final Actual  (Unfavorable)
Revenues

Property taxes $ 1,017,679 $ 1,017,222 $ 1,014,363 $ (2,859)

Specific ownership taxes 95,000 107,646 118,716 11,070

Wildland fire reimbursement 75,000 221,929 221,929 —

Impact fees 13,000 15,738 15,738 —

Intergovernmental 1,020 1,020 1,020 —

Earning on investments 1,520 157 261 104

Permit fees 6,500 6,940 6,940 —

Special fire protection 7,500 21,008 21,008 —

Other income 250 25,214 21,258 (3,956)

Total Revenues 1,217,469 1,416,874 1,421,233 4,359
Expenditures
General government:
Fire administration 927,255 980,983 977,621 3,362
Fire fighting 184,145 159,745 159,654 91
Fire prevention 7,250 7,250 6,881 369
Fire training 39,250 17,250 17,215 35
Fire communications 36,000 37,800 37,837 37
Fire maintenance 15,600 10,000 9,912 88
Station and grounds 36,620 36,620 38,082 (1,462)
Total Expenditures 1,246,120 1,249,648 1,247,202 2,446
Excess (Deficiency) Of Revenues Over (Under) Expenditures (28,651) 167,226 174,031 6,805
Other Financing Sources (Uses)

Transfer to Pension Trust Fund (124,021) (124,021) (122,905) 1,116
Net Change In Fund Balances $ (152,672) $ 43,205 51,126 $ 7,921
Fund Balance - Beginning Of Year 655,803
Fund Balance - End Of Year $ 706,929
Notes:

The basis of budgeting is the same as GAAP.
This schedule is presented on a GAAP basis.
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PAGOSA FIRE PROTECTION DISTRICT

SCHEDULE OF THE DISTRICT’S PROPORTIONATE SHARE
OF THE NET PENSION (ASSET) LIABILITY - SWDBP
For The Year Ended December 31, 2016 (Measurement Date)
Employee Pension Plan

2016 2015 2014 2013

District’s portion of the net pension (asset) liability 0.090964%  0.109459%  0.102782%  0.091468%
District’s proportionate share of the net

pension (asset) liability $ 32,868 $ (1,930) $ (115,998 $  (81,790)
District’s covered payroll $ 529,046 $ 540,852 $ 525,147 $ 497,505
District’s proportionate share of the net pension

(asset) liability as a percentage of its covered payroll 6.21% -0.36% -22.09% -16.44%
Plan fiduciary net position as a percentage of the

total pension (asset) liability 98.21% 100.1% 106.8% 105.8%

Note: This schedule is presented to illustrate the requirement to show information for 10 years.
However, until a full 10-year trend is compiled, the District is presenting information for
those years for which information is available.
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PAGOSA FIRE PROTECTION DISTRICT

SCHEDULE OF THE DISTRICT’S CONTRIBUTIONS
TO THE PENSION PLAN - SWDBP
For The Year Ended December 31, 2017
Employee Pension Plan

2017 2016 2015 2014 2013
Contractually required contribution $ 35,588 $ 37,243 $ 42475 $ 38,598 $ 31,783
Contributions in relation to the
contractually required contribution 35,588 37,243 42,475 38,598 31,783
Contribution (Excess) Deficiency $ — $ — $ — $ — $ —
District’s covered payroll $ 513,237 $ 529,046 $ 540,852 $ 525,147 $ 497,505
Contributions as a percentage of
covered payroll 6.93% 7.04% 7.85% 7.35% 6.39%

Note: This schedule is presented to illustrate the requirement to show information for 10 years.
However, until a full 10-year trend is compiled, the District is presenting information for
those years for which information is available.
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PAGOSA FIRE PROTECTION DISTRICT

SCHEDULE OF CHANGES IN THE DISTRICT’S
NET PENSION LIABILITY AND RELATED RATIOS -
VOLUNTEER FIREFIGHTER’S DEFINED BENEFIT PENSION PLAN
Last Four Fiscal Years!

2017 2016 2015 2014

Total Pension Liability

Service cost $ 76,508 $ 76,508 $ 74,203 $ 54,888

Interest 238,118 239,174 246,217 232,723

Differences between expected and actual experience 55,350 — (152,180) 200,755

Changes of assumptions 93,184 — — —

Benefit payments (299,118) (290,940) (284,895) (280,694)
Net Change In Total Pension Liability 164,042 24,742 (116,655) 207,672
Total Pension Liability, Beginning Of Year 4,079,941 4,055,199 4,171,854 3,964,182
Total Pension Liability, End Of Year (a) $ 4,243,983 $§ 4,079,941 $§ 4,055,199 $ 4,171,854
Plan Fiduciary Net Position

Contributions - employer $ 128,476 $ 122,503 $ 119,239 $ 119,082

Net investment income 345,631 203,521 (3,990) 202,767

Benefit payments (299,118) (296,510) (284,895) (280,694)

Administrative expense (28,356) (36,801) (27,681) (29,847)

State of Colorado contributions 30,596 30,596 30,596 30,596
Net Change In Plan Fiduciary Net Position 177,229 23,309 (166,731) 41,904
Plan Fiduciary Net Position, Beginning Of Year 3,433,454 3,410,145 3,576,876 3,534,972
Plan Fiduciary Net Position, End Of Year (b) $ 3,610,683 $ 3,433,454 § 3,410,145 $ 3,576,876
Net Pension Liability ((a)-(b)) $ 633,300 $ 646487 $ 645054 $ 594,978
Plan Fiduciary Net Position As A Percentage Of Total

Pension Liability 85.08% 84.15% 84.09% 85.74%
Covered Payroll N/A N/A N/A N/A
Net Pension Liability As A Percentage Of Covered Payroll N/A N/A N/A N/A

Note:
(1) The District implemented GASB Statement No. 67 in fiscal year 2014.
Information for years prior to fiscal year 2014 is, therefore, unavailable.
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PAGOSA FIRE PROTECTION DISTRICT

SCHEDULE OF THE DISTRICT’S CONTRIBUTIONS -
VOLUNTEER FIREFIGHTER’S DEFINED BENEFIT PENSION PLAN
Last Four Fiscal Years!

2017 2016 2015 2014

Actuarially determined contributions $ 120,816 $ 120,737 $ 117,097 $ 84,533
Contributions in relation to the actuarially

determined contributions 159,072 147,529 180,431 180,749

Contribution (Excess) Deficiency $ (38,256) $ (26,792) $ (63,334) $  (96,216)

Covered payroll N/A N/A N/A N/A

Contributions as percentage of covered payroll N/A N/A N/A N/A

Note:
(1) The District implemented GASB Statement No. 67 in fiscal year 2014.
Information for years prior to fiscal year 2014 is, therefore, unavailable.
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PAGOSA FIRE PROTECTION DISTRICT

NOTE TO REQUIRED SUPPLEMENTARY INFORMATION
December 31, 2017

Budgets And Budgetary Accounting

The District Board adopts an annual budget for the General and the Pension
Trust Funds. Budgeted amounts for all funds are based on legally adopted
budgets, including supplemental budget appropriations, if any, which are on a
basis consistent with GAAP for each fund type. The Fire Chief is authorized to
transfer budgeted amounts within and among departments; however, any
revisions that alter total expenditures for any of the funds must be approved by
the District Board.

The budgetary comparison schedule included in the required supplementary
information presents a comparison of budgetary data to actual results of
operations for the General Fund, for which an annual operating budget is legally
adopted. This fund utilizes the same basis of accounting for both budgetary
purposes and actual results. The General Fund recognizes an expenditure for
contingencies and capital replacements in its budget basis expenditures.

Annual budgets are established for all funds of the District as required by
Colorado law. Budgets reported in the accompanying financial statements are on
the same basis of accounting as described above.

Expenditures may not legally exceed appropriations at the fund level. Budget
amounts included in the financial statements are based on the final amended
budget. After budget approval, the District Board may approve supplemental
appropriations if an occurrence, condition or need exists which was not known at
the time the budget was adopted.

For the year ending December 31, 2017, the District amended the budget on
December 12, 2017.

On or before October 15 of each year, the District’s budget officer must prepare
and submit a proposed budget to the District Board for the next fiscal year.
Thereupon, notice must be published stating, among other things, that the
budget is open to inspection by the public and that interested electors may file or
register any objection to the budget.
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Notes To Required Supplementary Information (Continued)

Subject to certain exceptions and exclusions discussed hereafter, the District
must submit a request for property tax increases in excess of the statutory
limitation to the Division of Local Government (if within TABOR limits) or
submit the question of an increased level directly to the electors of the District at
a general or special election. State law requires that the District adopt a budget
prior to the certification of its mill levy to the County and file a certified copy of
its budget with the Division of Local Government within 30 days of such
adoption. Failure to do so can result in the County Treasurer’s withholding
future property tax revenues pending compliance by the District. Budget
appropriations lapse at the end of each year. The encumbrance method is not
used.

Page 43



Supplementary Information



PAGOSA FIRE PROTECTION DISTRICT

SCHEDULE OF CHANGES IN PLAN NET POSITION -
BUDGET TO ACTUAL - PENSION TRUST FUND
For The Year Ended December 31, 2017

Variance With
Original Final Budget
And Final Favorable
Additions Budget Actual (Unfavorable)
Contributions:
District $ 122,403 $ 128,476 $ 6,073
State 30,5696 30,596 —
Total Contributions 152,999 159,072 6,073
Investment income:
Net appreciation in fair value of investments 200,000 271,724 71,724
Interest — 677 677
Dividends — 73,230 73,230
Total Net Investment Income 200,000 345,631 145,631
Total Additions 352,999 504,703 151,704
Deductions
Benefits 300,495 296,303 4,192
Professional fees 34,500 28,355 6,145
AD&D insurance 5,767 2,815 2,952
Total Deductions 340,762 327,473 13,289
Net Increase In Net Position Held In
Trust For Pension Benefits $ 12,237 177,230 $ 164,993
Net Position Restricted For Pension Benefits - Beginning Of Year 3,433,454
Net Position Restricted For Pension Benefits - End Of Year $ 3,610,684

See the accompanying independent auditors’ report.

Page 44



