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Hoelfing & Companu, Inc.

CERTIFIED PUBLIC ACCOUNTANTS

INDEPENDENT AUDITORS’ REPORT

To the Board of Directors
Security Fire Protection District

We have audited the accompanying financial statements of the governmental activities, each major fund,
and the aggregate remaining fund information of the Security Fire Protection District, as of and for the year
ended December 31, 2019, 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 disclosuresin the
financial statements. The procedures selected depend on the auditor’s judgment, including the assessment
of the risks of material misstatement of the financial statements, whether due to fraud or error. In making
those risk assessments, the auditor considers internal control relevant to the entity’s preparation and fair
presentation of the financial statements in order to design audit procedures that are appropriate in the
circumstances, but not for the purpose of expressing an opinion on the effectiveness of the entity’s internal
control. Accordingly, we express no such opinion. An audit also includes evaluating the appropriateness
of account 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.

Basis for Qualified Opinion on Aggregate Remaining Fund Information

As more fully described in Note 11 to the financial statements, the District did not conduct a biennial
valuation of its defined benefit pension plan in accordance with accounting principles generally accepted
in the United States of America, which requires that local governments with single employer plans to
conduct an actuarial valuation of those plans at least biennially. The amount by which this departure would
affect the liabilities, net position, and expenses of the aggregate remaining fund information has not been
determined.
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Qualified Opinion

In our opinion, except for the effects of the matter discussed in the “Basis for Qualified Opinion on
Aggregate Remaining Fund Information™ paragraph, the financial statements referred to above present
fairly, in all material respects, the financial position of the aggregate remaining fund information of the
Security Fire Protection District, as of December 31, 2019, and the change in financial position for the year
then ended in accordance with accounting principles generally accepted in the United States of America.

Unmodified Opinions

In our opinion, the financial statements referred to above present fairly, in all material respects, the
respective financial position of the governmental activities and each major fund of the Security Fire
Protection District, as of December 31, 2019, and the respective changes in financial position for the year
then ended in accordance with accounting principles generally accepted in the United States of America.

Other Matters
Required Supplementary Information

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

Colorado Springs, Colorado
July 17, 2020
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SECURITY FIRE PROTECTION DISTRICT
MANAGEMENT’S DISCUSSION AND ANALYSIS
FOR FISCAL YEAR ENDED DECEMBER 31, 2019

As management of Security Fire Protection District (the District) we offer readers of the District’s annual
financial report this narrative overview and analysis of the financial activities of the District for the fiscal
year ended December 31, 2019. Readers are encouraged to consider the information presented here in
conjunction with the annual financial report.

FINANCIAL HIGHLIGHTS

. The assets and deferred outflows of the district exceeded its liabilities and deferred inflows at the
close of the most recent fiscal year by $4,292,955 (net position). Of this amount, $1,929,730
(unrestricted net position) may be used to meet the District’s ongoing obligations to its citizens and
creditors.

= As of the close of the current fiscal year, the general fund reported an ending fund balance of
$1,190,579 an increase of $174,308 in comparison with the prior year. Approximately eighty-four
percent of this total amount, $1,000,663, is available for spending at the District discretion
(unassigned).

" At the end of the current fiscal year, unassigned fund balance was 25.36% of total expenditures.

OVERVIEW OF THE FINANCIAL STATEMENTS

This discussion and analysis serves as an introduction to the District’s basic financial statements. The
District’s basic financial statements consist of three components: (1) government-wide financial
statements, (2) fund financial statements, and (3) notes to the financial statements. This report also
contains required and other supplementary information in addition to the basic 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 as a whole, in a manner similar to a private-sector business and include two statements:

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

The statement of activities presents information reporting 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 result in cash flows in future fiscal
periods. Accrued interest expense is an example of this type of item.



Both government-wide financial statements distinguish functions of the District that are principally
supported by taxes and intergovernmental revenues (governmental activities) from other functions that are
intended to recover all or a significant portion of their costs through user fees and charges (business-type
activities). The governmental activities of the District include general and administrative activities and
fire and emergency medical services. Currently, the District has no business-type activities.

Fund Financial Statements

A fund is a grouping of related accounts used to maintain control over resources segregated for specific
activities or objectives. The fund financial statements provide more detailed information about the
District’s operations, focusing on its most significant funds, not the District as a whole. The District has
two funds: the General fund, which is a governmental fund; and the Pension fund, which is a fiduciary
fund.

Governmental Funds: The District’s basic services are included in this governmental fund, which focuses
on (1) how money flows into and out of the fund and (2) the balances left at year-end that are available
for spending or reserves. Consequently, the governmental fund statements provide a detailed short-term
view that helps determine the status of financial resources that can be spent in the near future to finance
the District’s programs.

Because the focus of governmental funds is narrower than that of the government-wide financial
statements, it is useful to compare the information presented for governmental funds with similar
information presented for governmental activities in the government-wide financial statements. Thus,
readers may better understand the long-term impact of the District’s near-term financing decisions. To
facilitate this comparison between governmental funds and governmental activities, reconciliations are
provided for both the governmental fund balance sheet and the statement of revenues, expenditures, and
changes in fund balance.

Fiduciary Funds: 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 statement because
the resources of those funds are not available to support the District’s own programs.

Notes to the Basic Financial Statements

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

Required Supplementary Information

In addition to the basic financial statements and accompanying notes, this report also presents required
supplementary information concerning the District’s progress in funding its obligation to provide pension
benefits to its employees. Also, the District adopts an annual appropriated budget for the general fund. A
budgetary comparison schedule has been provided to demonstrate compliance with the budget.
GOVERNMENT-WIDE FINANCIAL ANALYSIS

As noted earlier, net position may serve over time as a useful indicator of the District’s financial position.
In the case of the District, total assets and deferred outflows exceeded liabilities and deferred inflows by

$4,292,955 as of December 31, 2019.

34.98% of the District’s assets are its investment in capital assets.
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Condensed Statement of Net Position

Current and other assets
Capital assets, net depreciation

Total assets

Deferred outflows of resources:
Deferred pension outflows

Total deferred outflows of resources

Long-term liabilities
Other liabilities

Total liabilities

Deferred inflows of resources:
Deferred pension inflows
Unavailable property tax revenue

Total deferred inflows of resources

Net position:
Net investment in capital assets
Restricted
Unrestricted

Total net position

Condensed Statement of Activities

Revenues:

Program revenues
Charges for services
Capital contributions

General revenues:
Property and other taxes

Other income
Interest income
Gain on disposal of capital assets

Total revenues

Expenses:
General and administrative
Fire and emergency medical services
Interest

Total expenses

Change in net position
Net position, beginning

Net position, ending

2019

$ 4,207,018
2,263,709

6,470,727

1,212,146
1,212,146

329,541
185.490

515,031

3,348
2,871,539

2,874,887

2,247,525
115,700
1,929,730

$ 4292955

2019

$ 1,227,169

2,621,203

10,200
8,141
250,175

4,116,888

371,791
3,200,866

1,648

3,574,305

542,583
3,750,372

$ 42920955

i1

2018

§ 3,931,617
2,084,290

6,015,907

558.898

558.898

79,624
246,967

326,591

145,019
2,352,823

2,497,842

2,004,666
112,500
1,633.206

$ 3,750372

2018

$ 1,213,057
458,101

2,526,262

3,306
4,536

4,205,262

369,928
2,564,255

3.674

2,937,857

1,267,405
2,482,967

3,750,372



ANALYSIS OF THE DISTRICT’S FUNDS

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

The general fund is the operating fund of the District. The fund balance for the general fund was
$1,190,579 at the end of the current fiscal year.

GENERAL FUND BUDGETARY HIGHLIGHTS

The District’s general fund budget is prepared in accordance with state law. No changes were made to
the general fund budget during the year.

CAPITAL ASSETS AND DEBT ADMINISTRATION
Capital Assets

The District’s investment in capital assets for its governmental activities at the end of the year was as
follows:

2019 2018
Land $ 423,847 $ 423,847
Construction in progress 49,830 -
Fire Stations 1,066,135 1,087,612
Vehicles 2,724,345 2,486,131
Equipment 1,493,509 1,402,926
Accumulated depreciation (3.493.957) (3.316,226)
Capital assets, net $ 2,263,709 $ 2,084,290

Major capital asset activities during the year included the purchase of a new ambulances in the amount of
$218,000.

Long-term debt

At the end of current fiscal year, the District had $16,184 loan payable.

2019 2018
Loan payable $ 16,184 $ 79,624
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BUDGETARY AND ECONOMIC FACTORS

Budgetary Highlights and Outlook- There were no amendments to the 2019 budget during the year.
Budgeted 2020 revenues are expected to increase from 2019 due to the growth of EMS services. Certain
expenditures for 2020 are expected to increase reflecting increases in salaries, oxygen and medical
supplies, and other costs of operations. However, management is developing a plan to reduce
expenditures to reverse recent decreases in fund balances.

Economic and Environmental Factors

The housing market in the District has just begun to pick up from the housing declines in recent years.
This increased tax base may be somewhat offset by lower property values as El Paso County conducts its
bi-annual property valuations.

REQUESTS FOR INFORMATION

This financial report is designed to provide the District’s taxpayers with a general overview of the
District’s finances and to demonstrate the District’s accountability for the money it receives. If you have
questions about this report or need additional financial information, contact an official at the District’s
administration office, 400 Security Blvd. Security, Colorado 80911 or phone (719) 392-3271.
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SECURITY FIRE PROTECTION DISTRICT
STATEMENT OF NET POSITION
DECEMBER 31, 2019

ASSETS

Cash and cash equivalents

Cash with County Treasurer
Property tax receivable

Prepaid items

Capital assets not being depreciated
Capital assets, net of depreciation

Total assets

DEFERRED OUTFLOWS OF RESOURCES

Deferred pension outflows

LIABILITIES

Accounts payable
Payroll taxes payable
Compensated absences
Long-term liabilities:
Due within one year
Net pension liability

Total liabilities

DEFERRED INFLOWS OF RESOURCES
Deferred pension inflows

Unavailable property tax revenue

Total Deferred Inflows of Resources

NET POSITION

Net investment in capital assets
Restricted
Unrestricted

Total net position

The accompanying notes are an integral part of these financial statements.
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1,235,650
25,613
2,871,539
74,216
473,677
1,790,032

6,470,727

1,212,146

136,411
8,489
40,590

16,184
313,357

515,031

3,348
2,871,539

2,874,887

2,247,525
115,700
1,929,730

4,292,955




SECURITY FIRE PROTECTION DISTRICT
STATEMENT OF ACTIVITIES
FOR THE YEAR ENDED DECEMBER 31, 2019

Program Revenues

Operating Capital
Charges for Grants and Grants and Net Program
Functions/Programs Expenses Services Contributions  Contributions Expense
Governmental activities:
General and administrative $ 371,791 § - $ - $ - $  (371,791)
Fire and emergency medical services 3,200,866 1,227,169 - (1,973,697)
Interest and other fiscal charges 1,648 - - - (1,648)
Total governmental activities $ 3,574,305 $ 1,227,169 § - $ - (2,347,136)
General revenues:
General property tax 2,337,136
Specific ownership tax 284,067
Other income 10,200
Investment earnings 8,141
Gain on the disposal of capital assets 250,175
Total general revenues 2,889,719
Change in net position 542,583
Net position - beginning 3,750,372
Net position - ending $ 4,292,955

The accompanying notes are an integral part of these financial statements.
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SECURITY FIRE PROTECTION DISTRICT
BALANCE SHEET
GOVERNMENTAL FUND - GENERAL FUND
DECEMBER 31, 2019

ASSETS
Cash and cash equivalents
Cash with County Treasurer
Property taxes receivable
Prepaid insurance

Total assets

LIABILITIES
Accounts payable
Payroll taxes payable

Total liabilities

DEFERRED INFLOWS OF RESOURCES

Unavailable property tax revenue

FUND BALANCE
Nonspendable
Restricted
Unassigned

Total fund balance

Total liabilities, deferred inflows of resources, and fund balance

The accompanying notes are an integral part of these financial statements.
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1,235,650
25,613
2,871,539
74,216

&~

4,207,018

$ 136,411
8,489

144,900

2,871,539

74,216
115,700
1,000,663

1,190,579

§ 4,207,018




SECURITY FIRE PROTECTION DISTRICT
RECONCILIATION OF THE GOVERNMENTAL FUNDS BALANCE SHEET
TO THE STATEMENT OF NET POSITION
DECEMBER 31, 2019

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

Total fund balance - governmental funds $ 1,190,579

Capital assets used in governmental activities are not financial resources and, therefore, are
not reported in the funds:
Capital assets, not being depreciated $ 473,677
Capital assets, net of depreciation 1,790,032 2,263,709

Long-term liabilities and related items are not due and payable in the current year and,
therefore, are not reported in government funds:

Net pension liability $  (313,357)

Pension outflows 1,212,146

Pension inflows (3,348)

Compensated absences (40,590)

Loan payable (16,184) 838,667
Net Position of governmental activities in the statement of net position $ 4,292,955

The accompanying notes are an integral part of these financial statements.
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SECURITY FIRE PROTECTION DISTRICT

STATEMENT OF REVENUES, EXPENDITURES, AND CHANGE IN FUND BALANCE

GOVERNMENTAL FUND - GENERAL FUND
FOR THE YEAR ENDED DECEMBER 31, 2019

REVENUES
General property tax
Specific ownership tax
Safety service income
Wildland income
Inspection fees
Other income
Investment earnings

Total revenues

EXPENDITURES
General and administrative
Fire and emergency medical services

Debt service

Total expenditures
Excess (deficit) of revenues over expenditures

OTHER FINANCING SOURCES
Sale of capital assets

Insurance recoveries

Total other financing sources

Net change in fund balance

Fund balance - beginning

Fund balance - ending

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

§ 2,337,136
284,067
1,172,694
1,715

52,760

200

8,141

3,856,713

365,733
3,514,605
65,088

_ 3945426

(88,713)

10,000

253,021

263,021

174,308

1,016,271

§ 1,190,579



SECURITY FIRE PROTECTION DISTRICT

RECONCILIATION OF THE GOVERNMENTAL FUNDS STATEMENT OF

REVENUES, EXPENDITURES, AND CHANGES IN FUND BALANCE
TO THE STATEMENT OF ACTIVITIES
FOR THE YEAR ENDED DECEMBER 31, 2019

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

Net change in fund balances - total governmental funds:

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

Capital outlays $§ 413,565

Depreciation (220,098)

The net effect of various transactions involving capital assets (i.e., disposals and
contributions) is to increase net position.

Governmental funds measure compensated absences by the amount of financial resources
used, whereas these expenses are reported in the statement of activities based on the amounts
incurred during the year.

The issuance of long-term debt provides current financial resources to governmental funds,
while the repayment of the principal of long-term debt consumes the current financial
resources of governmental funds. Also, governmental funds report the effect of premiums,
discounts, and similar items when debt is first issued, whereas these amounts are deferred
and amortized in the statement of activities. This amount is the net effect of these differences
in the treatment of long-term debt and related items.

Repayment of principal

Certain pension expenses reported in the statement of activities do not require the use of
current financial resources and, therefore, are not reported as expenditures in the

governmental funds.
Pension expenses

Change in net position of governmental activities

The accompanying notes are an integral part of these financial statements.
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193,467

(14,048)

3,762

63,440

121,654

542,583



SECURITY FIRE PROTECTION DISTRICT
STATEMENT OF FIDUCIARY NET POSITION
PENSION FUND
DECEMBER 31, 2019

ASSETS
Restricted cash and cash equivalents $ 2,219,795
Total assets 2,219,795
LIABILITIES

Accounts payable -

Total liabilities -

NET POSITION

Restricted for pensions $ 2,219,795

The accompanying notes are an integral part of these financial statements.
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SECURITY FIRE PROTECTION DISTRICT
STATEMENT OF CHANGES IN FIDUCIARY NET POSITION
PENSION FUND
FOR THE YEAR ENDED DECEMBER 31, 2019

ADDITIONS
Contributions:
Employer $ 27,000
State matching funds 24,300

Investment income:

Interest and dividends 103,244
Net change in the fair value of investments 273,673
Benefit payments (163,117)
Total additions (deletions) 265,100
Change in net position 265,100

NET POSITION RESTRICTED FOR PENSIONS

Net position - beginning 1,954,695

Net position - ending $ 2,219,795

The accompanying notes are an integral part of these financial statements.
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SECURITY FIRE PROTECTION DISTRICT
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2019

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The Security Fire Protection District (the District) was organized under the laws of the State of Colorado to operate
and maintain a special district for the purpose of providing fire and emergency paramedical services to its residents.

The accounting policies of the District conform to generally accepted accounting principles (GAAP) as applicable
to governments. The Governmental Accounting Standards Board (GASB) is responsible for establishing GAAP for
state and local governments through its pronouncements (Statements and Interpretations). The more significant
accounting policies established in GAAP and used by the District are discussed below.

A. REPORTING ENTITY

The District is a special district governed by an elected five-member board. The accompanying financial
statements present the government and its component units, entities for which the government is considered to be
financially accountable. Blended component units, although legally separate entities, are in substance, part of the
government’s operations. FEach discretely presented component unit is reported in a separate column in the
government-wide financial statements to emphasize that it is legally separate from the government.

The District has no component units for which either discrete or blended presentation is required.

B. BASIS OF PRESENTATION — GOVERNMENT-WIDE FINANCIAL STATEMENTS

While separate government-wide and fund financial statements are presented, they are interrelated. The
governmental activities column incorporates data from governmental funds. Separate financial statements are
provided for governmental funds and fiduciary funds, even though the latter are excluded from the government-
wide financial statements.

The government-wide financial statements (i.e. the statement of net position and the statement of activities) report
information on all of the non-fiduciary activities of the government. Governmental activities are normally
supported by taxes, intergovernmental revenues, and other nonexchange transactions. As a general rule, the effect
of interfund activity has been eliminated from the government-wide financial statements.

C. BASIS OF PRESENTATION — FUND FINANCIAL STATEMENTS

The accounts of the District are organized and operated on the basis of funds. A fund is an independent fiscal
accounting entity with a self-balancing set of accounts. Fund accounting segregates funds according to their
intended purpose and is used to aid management in demonstrating compliance with finance-related legal and
contractual provisions. The minimum number of funds maintained is consistent with legal and managerial
requirements.

The District reports the following major governmental funds:

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



SECURITY FIRE PROTECTION DISTRICT
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2019

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
C. BASIS OF PRESENTATION-FUND FINANCIAL STATEMENTS (CONTINUED)
Additionally, the government reports the following fund types:

The Pension Fund accumulates resources for pension benefit payments to qualified employees.

During the course of operations, the government has activity between funds for various purposes. Any residual
balances outstanding at year end are reported as due from/to other funds and advances to/from other funds. While
these balances are reported in fund financial statements, certain eliminations are made in the preparation of the
government-wide financial statements. Balances between the funds included in governmental activities are
eliminated so that only the net amount is included as internal balances in the governmental activities column.

Further, certain activity occurs during the year involving transfers of resources between funds. In fund financial
statements these amounts are reported at gross amounts as transfers in/out. While reported in fund financial
statements, certain eliminations are made in the preparation of the government-wide financial statements. Transfers
between the funds included in governmental activities are eliminated so that only the net amount is included as
transfers in the governmental activities column.

D. MEASUREMENT FOCUS AND BASIS OF ACCOUNTING

The accounting and financial reporting treatment is determined by the applicable measurement focus and basis of
accounting. Measurement focus indicates the type of resources being measured such as current financial resources
or economic resources. The basis of accounting indicates the timing of transactions or events for recognition in the
financial statements.

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

The governmental fund financial statements are reported using the current financial resources measurement focus
and the modified accrual basis of accounting. Revenues are recognized as soon as they are both measurable and
available. Revenues are considered to be available when they are collectible within the period or soon enough
thereafter to pay liabilities of the current fiscal 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, are recorded only when payment is due. General capital asset
acquisitions are reported as expenditures in governmental funds. Proceeds of long-term debt and acquisitions under
capital leases are reported as other financing sources.
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SECURITY FIRE PROTECTION DISTRICT
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2019

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
D. MEASUREMENT FOCUS AND BASIS OF ACCOUNTING (CONTINUED)
Property taxes, specific ownership taxes, charges for services, and interest associated with the current fiscal period
are all considered to be susceptible to accrual and so have been recognized as revenues of the current fiscal period.
Expenditure-driven grants recognize revenue when the qualifying expenditures have been incurred and all other
grant requirements have been met, and the amount is received during the period or within the availability period of
this revenue source (within 60 days of year-end). All other revenue items are considered to be measurable and
available only when cash is received by the government.
E. ASSET, LIABILITIES, AND NET POSITION/FUND BALANCE

Cash and cash equivalents

Cash and cash equivalents include cash on hand and in the bank and short-term investments with original maturities
of three months or less from the date of acquisition.

Investments
Investments are stated at fair value.
Receivables

All receivables are reported at their gross value and, where appropriate, are reduced by the estimated portion that is
expected to be uncollectible.

Prepaid expenses

Payments made for expenses that will benefit periods beyond December 31, 2019 are recorded as prepaid expenses.
Capital Assets

Capital assets, which include land, buildings, vehicles, and equipment, are reported in the government-wide
financial statements. All purchased capital assets are valued at cost where historical records are available and at an
estimated historical cost where no historical records exist. Donated capital assets are valued at their estimated fair
market value on the date received. Major outlays for capital assets and improvements are capitalized as projects are
constructed.

The costs of normal maintenance and repairs that do not add to the value of the asset, or materially extend asset

lives, are not capitalized. Improvements are capitalized and are depreciated over the remaining useful lives of the
related capital assets, as applicable.
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SECURITY FIRE PROTECTION DISTRICT
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2019
NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
E. ASSET, LIABILITIES, AND NET POSITION/FUND BALANCE (CONTINUED)

Buildings, vehicles, and equipment of the District are depreciated using the straight-line method over the following
estimated useful lives:

Fire stations 40 years
Vehicles 5 to 15 years
Equipment 5to 15 years

When depreciable property is acquired, depreciation is included in expense for the year of acquisition for the
number of months during the year the asset was in service. When depreciable property is retired or otherwise
disposed of, depreciation is included in expense for the number of months in service during the year of retirement
and the related costs and accumulated depreciation are removed from the accounts with any gain or loss reflected in
the statement of revenue, expenses and changes in fund net position.

Pensions

Security Fire Protection District participates in the Statewide Defined Benefit Plan (SWDB), a cost-sharing
multiple-employer defined benefit pension plan administered by the Fire & Police Pension Association of Colorado
(FPPA). The net pension liability, deferred outflows of resources and deferred inflows of resources related to
pensions, pension expense, information about the fiduciary net position and additions to/deductions from the
fiduciary net position of the SWDB have been determined using the economic resources measurement focus and
the 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.

Deferred outflows/inflows of resources

In addition to assets, the statement of financial 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 then.

In addition to liabilities, the statement of financial position 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. The District has two items that qualifies for reporting in this category.
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SECURITY FIRE PROTECTION DISTRICT
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2019

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
E. ASSET, LIABILITIES, AND NET POSITION/FUND BALANCE (CONTINUED)
Net position flow assumption

The District may fund outlays for a particular purpose from both restricted and unrestricted resources. In order to
calculate the amounts to report as restricted — net position and unrestricted — net position in the government-wide
financial statements, a flow assumption must be made about the order in which the resources are considered to be
applied. It is the District’s policy to consider restricted — net position to have been depleted before unrestricted —
net position is applied.

Fund Balance Classification

The governmental fund financial statements present fund balances based on classifications that comprise a
hierarchy that is based primarily on the extent to which the District is bound to honor constraints on the specific
purposes for which amounts in the respective governmental funds can be spent. The classifications available to be
used in the governmental fund financial statements are as follows:

Nonspendable — This classification includes amounts that cannot be spent because they are either (a) not in
spendable form or (b) are legally or contractually required to be maintained intact.

Restricted — This classification includes amounts for which constraints have been placed on the use of the resources
either (a) externally imposed by creditors (such as through a debt covenant), grantors, contributors, or laws or
regulations of other governments, or (b) imposed by law through constitutional provisions or enabling legislation.

Committed — This classification includes amounts that can be used only for specific purposes pursuant to
constraints imposed by formal action of the Board of Directors. These amounts cannot be used for any other
purpose unless the Board of Directors removes or changes the specified use by taking the same type of action that
was used when the funds were initially committed. This classification also includes contractual obligations to the
extent that existing resources have been specifically committed for use in satisfying those contractual requirements.

Assigned — This classification includes amounts that are constrained by the District’s intent to be used for a specific
purpose but are neither restricted nor committed. This intent can be expressed by the Board of Directors or through
the Board of Directors delegating this responsibility to management through the budgetary process. This
classification also includes the remaining positive fund balance for any governmental funds except for the General
Fund.

Unassigned — This classification includes the residual fund balance for the General Fund. The unassigned

classification also includes negative residual fund balance of any other governmental fund that cannot be eliminated
by offsetting of Assigned fund balance amounts.
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SECURITY FIRE PROTECTION DISTRICT
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2019

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
E. ASSET, LIABILITIES, AND NET POSITION/FUND BALANCE (CONTINUED)

The District would typically use Restricted fund balances first, followed by Committed resources, and then
Assigned resources, as appropriate opportunities arise, but reserves the right to selectively spend Unassigned
resources first to defer the use of these other classified funds.

F. REVENUES AND EXPENDITURES/EXPENSES
Program revenues

Amounts reported as program revenues include 1) fees and 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. Revenues that are not classified as program revenues, including all taxes, are reported as general
revenues.

Property Taxes

Property taxes attach as an enforceable lien on property as of January 1. Taxes are levied on January 1 and payable
in two installments due February 28 and June 15, or in one installment due April 30. El Paso County Treasurer
bills and collects property taxes for the District. District property tax revenues are recognized when levied to the
extent that they result in current receivables.

The District is permitted to levy taxes on the assessed valuation for general governmental services and for the

payment of principal and interest on long-term debt. The mill levy for general operating expenses for the year
ended December 31, 2019 was 10.000 mills. The District’s assessed valuation for 2019 was $234,583,480.

Compensated absences

The District’s personnel policy states that employees may earn a total of six to nine shifts or two to four weeks of
paid vacation per year depending on the length of employment and employment classification. A maximum of 144
hours of vacation may be carried forward.

The District has accrued a liability for vacation pay that has been earned, but not used by District employees.

G. ESTIMATES

The preparation of financial statements in conformity with generally accepted accounting principles in the United

States of America requires management to make estimates and assumptions that affect certain reported amounts and
disclosures. Accordingly, actual results could differ from those estimates.
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SECURITY FIRE PROTECTION DISTRICT
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2019

NOTE 2—STEWARDSHIP, COMPLIANCE AND ACCOUNTABILITY
BUDGET INFORMATION
The District follows these procedures in establishing the budgetary data reflected in the financial statements:

1) In the fall, a proposed operation budget is submitted to the Board for the fiscal year commencing the following
January 1. The operating budget includes proposed expenditures and the means of financing them.

2) Public hearings are conducted by the District to obtain taxpayer comments.

3) Prior to December 31, the budget is legally enacted through passage of a resolution. This authorizes a lump-
sum expenditure budget by fund for the District. This aggregate expenditure budget, by fund, then becomes the
level of control upon which expenditures cannot legally exceed appropriations. An appropriation ordinance is
also adopted which allocates the total budget by fund.

4) Any revisions that alter the budget of any fund must be approved by the Board by passage of a resolution.

5) Formal budgetary integration is employed as a management control device during the year for the general and
pension funds.

6) Budgets for the general and pension funds are adopted on a basis consistent with generally accepted accounting
principles (GAAP). Budgeted amounts are as originally adopted or as amended by the Board.

7) All annual appropriations lapse at the end of the year.

NOTE 3 - DEPOSITS AND INVESTMENTS
CASH DEPOSITS WITH FINANCIAL INSTITUTIONS

Custodial credit risk-deposits. Colorado state statutes govern the entity’s deposit of cash. The Public Deposit
Protection Acts for banks and savings and loans requires the state regulators to certify eligible depositories for
public deposits. The acts require the eligible depositories with public deposits in excess of the federal insurance
levels to create a single institution collateral pool of defined 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 uninsured public deposits as a group. The market value of the assets in the pool must be at
least equal to 102% of uninsured deposits.

At December 31, 2019, the carrying amounts of the District’s deposits were $1,286,300, and the bank balances
were $1,305,270. Of the total bank balances, $250,000 was covered by FDIC insurance and the remaining balance
of $1,055,270 falls under the provisions of the Colorado Public Deposit Protection Acts which are collateralized in
single institution pools.
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SECURITY FIRE PROTECTION DISTRICT
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2019

NOTE 3 - DEPOSITS AND INVESTMENTS (CONTINUED)

INVESTMENTS

The District is authorized by Colorado State Statutes to invest in the following:

Bonds and other interest-bearing obligations of the United States government.

Bonds and other interest-bearing obligations which are guaranteed by the United States

government.

Bonds which are a direct obligation of the State of Colorado, or of any city, county, or school

district therein.
Notes or bonds issued pursuant to the “National Housing Act”.
Repurchase agreements.

Local government investment pools.

At December 31, 2019 the District’s investment balances were as follows:

Investment Maturities
Pension Fund:
Equity Mutual Funds Less than 60 days
Insurance Annuity Less than 60 days

Total Pension Fund

Total Investments

The mutual funds of $2,110,038 are in the Pension Fund of the Security Fire Protection District. These funds are

administered by the trustee for the Pension Fund.

Interest Rate Risk: The District does not have a formal investment policy that limits investment maturities as a

means of managing its exposure to fair value losses from increasing interest rates.

Credit Risk: Except for Pension Fund investments, State law limits investments as described above. The District
does not have an investment policy that would further limit its investment choices. Under State law, the District has
significant discretionary power to invest Pension Fund assets that are not immediately required for the payment of
benefits and in certain conditions, Pension Fund assets may also be invested in insurance annuities. The insurance

annuity in the Pension Fund is not rated.
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SECURITY FIRE PROTECTION DISTRICT
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2019

NOTE 3 - DEPOSITS AND INVESTMENTS (CONTINUED)

Reconciliation of total deposits and investments to the government-wide financial statements at December 31,
2019:

Unrestricted Restricted
Governmental Activities
Deposits $ 1235650 $ -
1,235,650 -
Fiduciary Activities
Deposits - 50,650
Investments - 2.169.145
Total $ 1,235,650 §$§  2.219,795

NOTE 4 - TAXES RECEIVABLE

Taxes receivable are considered fully collectible due to the ability of the District to lien property; therefore, there is
no allowance for uncollectibles.

NOTE 5 - CAPITAL ASSETS

Capital asset activity for the year ended December 31, 2019 was as follows:

Beginning Ending
Balance Increase Decrease Balance
Capital assets, not being depreciated
Land $ 423,847 § - S - S 423,847
Construction in progress 14,809 35,021 - 49,830
Total capital assets, not being depreciated 438,656 35,021 - 473,677
Capital assets, being depreciated:
Fire Stations 1,072,803 19,260 (25,928) 1,066,135
Vehicles 2,486,131 262,014 (23,800) 2,724,345
Equipment 1,402,926 97.270 (6,687) 1,493,509
Total capital assets, being depreciated 4,961,860 378,544 (56,415) 5,283,989
Less accumulated depreciation (3,316,226) (220.,098) 42.367 (3.493.957)
Capital assets, being depreciated, net 1,645,634 158.446 (14.048) 1,790,032
Total capital assets, net § 2084290 § 193467 S  (14,048) $ 2,263,709
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SECURITY FIRE PROTECTION DISTRICT
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2019

NOTE 5 - CAPITAL ASSETS (CONTINUED)

Depreciation expense was charged to functions/programs of as follows:

General and administrative $ 14,431
Fire and emergency medical services 205,667
Total $ 220,098

NOTE 6 - LONG-TERM DEBT
On March 4, 2015, the District entered a loan agreement in the amount of $300,000 to finance the purchase of two
fire trucks. Monthly payments of $5,424 are due through March 31, 2020 and bear interest at 3.250%. The loan is

collateralized by the fire trucks.

Debt service requirements to maturity are as follows:

Year Principal Interest
2020 $ 16,184 $ 88
Total 3 16,184 $ 88

Long-term debt activity for the year ended December 31, 2019 was as follows:

Beginning Ending Due within
Balance Increases Decreases Balance One year
2015 Loan $ 79,624  $ - 8 63,440 $ 16,184 $§ 16,184
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SECURITY FIRE PROTECTION DISTRICT
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2019

NOTE 7 - DEFINED BENEFIT PENSION PLAN
General Information about the Pension Plan

Plan description. Eligible employees of the Security Fire Protection District are provided with pensions through
the Statewide Defined Benefit Plan (SWDB) — a cost-sharing multiple-employer defined benefit pension plan
covering substantially all full-time employees of participating fire or police departments in Colorado hired on or
after April 8, 1978 (New Hires), provided that they are not already covered by a statutorily exempt plan. As of
August 5, 2003, the Plan may include clerical and other personnel from fire districts whose services are auxiliary to
fire protection. The Plan became effective January 1, 1980. Plan benefits are specified in Title 31, Article 30 of the
Colorado Revised Statutes (C.R.S.). The Plan is administered by the Fire & Police Pension Association of Colorado
(FPPA). FPPA issues a publicly available comprehensive annual financial report that can be obtained at
http://www.FPPAco.org.

Benefits provided. The SWDB provides retirement benefits for members and beneficiaries. Death and disability
coverage is provided for members through the Statewide Death and Disability Plan which is also administered by
FPPA.

A member is eligible for a normal retirement pension once the member has completed twenty-five years of credited
service and has attained the age of 55.

The annual normal retirement benefit is 2 percent of the average of the member’s highest three years’ base salary
for each year of credited service up to ten years, plus 2.5 percent 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 the Statewide Defined Benefit Plan. Benefits
paid to retired members are evaluated and may be re-determined every October 1. The amount of any increase is
based on the Board’s discretion and can range from 0 to the higher of 3 percent or the Consumer Price Index.

A member is eligible for an early retirement after completion of 30 years of service or attainment of age 50 with at
least five years of credited 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
percent as interest, returned as a lump sum distribution. Alternatively, a member with at least five years of
accredited service may leave contributions with the Plan and remain eligible for a retirement pension at age 55
equal to 2 percent of the member’s average highest three years’ base salary for each year of credited service up to
ten years, plus 2.5 percent for each year of service thereafter.

Contributions. Contribution rates for the SWDB plan are set 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 the SWDB plan and their employers are contributing at the rate of 10 percent and 8 percent,
respectively, of base salary for a total contribution rate of 18 percent in 2018. In 2014, the members elected to
increase the member contribution rate to the SWDB plan beginning in 2015. Member contribution rates will
increase 0.5 percent annually through 2022 to a total of 12 percent of base salary. Employer contributions will
remain at 8 percent resulting in a combined contribution rate of 20 percent in 2022.
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SECURITY FIRE PROTECTION DISTRICT
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2019

NOTE 7 - DEFINED BENEFIT PENSION PLAN (CONTINUED)

Contributions from members and employers of 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 22 percent of
base salary in 2018. It is a local decision as to whether the member or employer pays the additional 4 percent
contribution. Per the 2014 member election, the re-entry group also had their required member contribution rate
increase 0.5 percent annually beginning in 2015 through 2022 for a total combined member and employer
contribution rate of 24 percent in 2022.

The contribution rate for members and employers of affiliated social security employers is 5 percent and 4 percent,
respectively, of base salary for a total contribution rate of 9 percent in 2018. Per the 2014 member election,
members of the affiliate social security group will have their required contribution rate increase 0.25 percent
annually beginning in 2015 through 2022 to a total of 6 percent of base salary. Employer contributions will remain
at 4 percent resulting in a combined contribution rate of 10 percent in 2022.

Employer contributions are recognized by the SWDB in the period in which the compensation becomes payable to
the member and the Security Fire Protection District is statutorily committed to pay the contributions to the SWDB.
Employer contributions recognized by the SWDB from Security Fire Protection District were $157,930 for the year
ended December 31, 2019.

Actuarial assumptions. The actuarial valuations for the Statewide Defined Benefit Plan were used to determine the
total pension liability and actuarially determined contributions for the fiscal year ending December 31, 2019. The
valuations used the following actuarial assumption and other inputs:

Total Pension Liability Ac%giigstﬁ(ﬁmed
Actuarial Valuation Date January 1, 2019 January 1, 2018
Actuarial Method Entry Age Normal Entry Age Normal
Amortization Method N/A Level % of Payroll, Open
Amortization Period N/A 30 Years
Long-term Investment Rate of Return® | 7.0% 7.5%
Projected Salary Increases* 4.25% - 11.25% 4.0% - 14.0%
Cost of Living Adjustments (COLA) 0% 0%
*Includes Inflation at 2.5% 2.5%

For determining the total pension liability, the post-retirement mortality tables for non-disabled retirees uses the
2006 central rates from the RP-2014 Annuitant Mortality Tables projected to 2018 using the MP-2017 projection
scales, and the projected prospectively using the ultimate rates of the scale for all years. The pre-retirement off-duty
mortality tables are adjusted to 50% of the RP-2014 mortality tables for active employees. The on-duty mortality
rate is 0.00015.

For determining the actuarial determined contributions, the post-retirement mortality tables for non-disabled
retirees is a blend of the Annuitant and Employee RP-2014 generational mortality tables with blue collar
adjustment projected with Scale BB. The pre-retirement off-duty mortality tables are adjusted to 55% of the RP-
2014 mortality tables for active employees. The on-duty mortality rate is 0.00020.
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SECURITY FIRE PROTECTION DISTRICT
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2019

NOTE 7 - DEFINED BENEFIT PENSION PLAN (CONTINUED)

At least every five years the FPPA’s Board of Directors, in accordance with best practices, reviews its economic
and demographic actuarial assumptions. At its July 2018 meeting, the Board of Directors reviewed and approved
recommended changes to the actuarial assumptions. The recommendations were made by the FPPA’s actuaries,
Gabriel, Roeder, Smith & Co., based upon their analysis of past experience and expectations of the future. The
assumption changes were effective for actuarial valuations beginning January 1, 2019 and were used in the
rollforward calculation of total pension liability as of December 31, 2018. Actuarial assumptions effective for
actuarial valuations prior to January 1, 2019 were used in the determination of the actuarially determined
contributions as of December 31, 2018. The actuarial assumptions impact actuarial factors for benefit purposes such
as purchases of service credit and other benefits where actuarial factors are used.

Long-term rate of return. 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 (assumed at 2.5 percent). 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, 2018 are summarized in the following table:

Long-Term

Expected Rate of
Asset Class Target Allocation Return
Global Equity 37% 8.03%
Equity Long/Short 9% 6.45%
Private Markets 24% 10.00%
Fixed Income 15% 2.90%
Absolute Return 9% 5.08%
Managed Futures 4% 5.35%
Cash 2% 2.52%
Total 100.0%

The discount rate used to measure the total pension liability was 7.00 percent. The projection of cash flows used to
determine the discount rate assumed that contributions from participating employers will 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 SWDB plan 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.

Discount rate. 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).
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DECEMBER 31, 2019

NOTE 7 - DEFINED BENEFIT PENSION PLAN (CONTINUED)

For the purpose of this valuation, the expected rate of return on pension plan investments is 7.00%; the municipal
bond rate is 3.71% (based on the weekly rate closest to but not later than the measurement date of the “state & local
bonds” rate from Federal Reserve statistical release (H.15)); and the resulting Single Discount Rate is 7.00%.

Sensitivity of the Security Fire Protection District proportionate share of the net pension liability (asset) to changes
in the Discount Rate. The following presents the proportionate share of the net pension liability (asset), calculated
using the Discount Rate of 7.00 percent, as well as what the proportionate share of the net pension liability (asset)
would be if it were calculated using a Discount Rate that is 1-percentage-point lower (6.00 percent) or 1-
percentage-point higher (8.00 percent) than the current rate:

Single Discount
1% Decrease Rate Assumption 1% Increase
6.00% 7.00% 8.00%
$ 1,215,160 $ 313,357 $§ (434,673)

Pension plan fiduciary net position. Detailed information about the SWDB’s fiduciary net position is available in
FPPA’s comprehensive annual financial report which can be obtained at www.fppaco.org.

Pension Liabilities, Pension Expense, and Deferred Outflows of Resources and Deferred Inflows of Resources
Related to Pensions

At December 31, 2019, the Security Fire Protection District reported a liability of $313,357 for its proportionate
share of the net pension liability. The net pension liability was measured as of December 31, 2018, and the total
pension liability used to calculate the net pension liability was determined by an actuarial valuation as of January 1,
2018. The Security Fire Protection District proportion of the net pension liability was based on Security Fire
Protection District contributions to the SWDB for the calendar year 2018 relative to the total contributions of
participating employers to the SWDB.

At December 31, 2018, the Security Fire Protection District’s proportion was 0.247855037 percent, which was a
decrease of 0.0023139630 from its proportion measured as of December 31, 2017.
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DECEMBER 31, 2019

NOTE 7 - DEFINED BENEFIT PENSION PLAN (CONTINUED)

For the year ended December 31, 2019, the Security Fire Protection District recognized pension expense of
$36,276. At December 31, 2019, the Security Fire Protection District reported deferred outflows of resources and
deferred inflows of resources related to pensions from the following sources:

Deferred Outflows of Deferred Inflows of
Resources Resources

Difference between expected and actual $ 402,637 $ 3,348
experience
Changes of assumptions or other inputs 303,476 -
Net difference between projected and actual 246,503 -
earnings on pension plan investments
Changes in proportion and differences between 101,600 -
contributions recognized and proportionate
share of contributions
Contributions subsequent to the measurement 157,930 N/A
date
Total $§ 1,212,146 $ 3,348

$157,930 reported as deferred outflows of resources related to pensions, resulting from contributions subsequent to
the measurement date, will be recognized as a reduction of the net pension liability in the year ended December 31,
2020. 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:

2020 $ 200,853
2021 140,513
2022 121,429
2023 193,118
2024 100,132
Thereafter 294,823

NOTE 8 - PENSION PLAN, VOLUNTEER FIREMEN

Plan Description. The retirement plan for the volunteers of the Security Fire Protection District is a single-
employer non-contribution defined benefit plan administered by a seven-member Board of Trustees, which includes
District officials and volunteer firemen. This plan provides retirement and disability benefits to plan members and
beneficiaries. The district has acquired life insurance for active volunteers which will be paid to their survivors as a
monthly benefit upon the death of the volunteers. As of January 1, 2018 there were 18 active members and 10
inactive members. The volunteer must be 50 or older and have 20 or more years of service to receive benefits.

Benefits Provided. The Board of Trustees has adopted the following schedule of monthly benefits which was in
effect at December 31, 2019:

Retirement - $19.50 per month for each year of service not to exceed $390.

Supplemental Retirement — additional retirement benefits may be paid provided the actuarial review indicates a
supplemental monthly pension is actuarially sound.
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NOTE 8 - PENSION PLAN, VOLUNTEER FIREMEN (CONTINUED)
Form of Benefit — Single Life Annuity
Temporary Disability — $225 per month for up to one year.

Permanent Disability — Monthly benefit $450 (or service-related benefit, if larger) is payable the number of
years that the disabled member was an active member of the pension fund.

Death before Retirement — 100% of the member’s accrued monthly benefit is payable to surviving spouse or
named beneficiary.

Increases in retirement benefits are provided to members and beneficiaries at the discretion of the Board. Colorado
Revised Statutes 31-30-1101 assigns the authority to establish benefit provisions to the State Legislature. The plan
does not issue a separate financial report. The plan is included in the financial statements of the Security Fire
Protection District. That report may be obtained from the District at PO Box 5096, Security, Colorado 80911.

Contributions. The funding policy provides for periodic employer contributions, based on actuarially determined
amounts that are adequate to accumulate sufficient assets to pay pension benefits when due, subject to an increase
limitation. Actuarial analysis is performed every two years.

The pension fund for the Volunteer Firefighter Pension Plan uses the accrual basis of accounting. Plan contributions
are recognized when they are received. Benefits and expenses are recognized when they are incurred in accordance
with the terms of the plan.

Actuarial Information. The required contributions for the plan were determined as part of the January 1, 2018
actuarial valuations. The projection of future benefits for an ongoing plan involves estimates of the value of
reported amounts and assumptions about the probability of occurrence of events far into the future. Examples
include assumptions about future employment, mortality, and the healthcare cost trend. Projections of benefits for
financial reporting purposes are based on the substantive plan (the plan as understood by the employer and plan
members) and include the types of benefits provided at the time of each valuation and the historical pattern of
sharing of benefit costs between the employer and plan members to that point. The projection of benefits does not
explicitly incorporate the potential effects of legal or contractual funding limitations. The actuarial methods and
assumptions used are designed to reduce short-term volatility in actuarial accrued liabilities and the actuarial value
of assets, consistent with the long-term perspective of the calculations. Amounts determined for the funded status of
the plan and the annual required contribution of the employer are subject to continual revision as actual results are
compared with past expectations and new estimates are made about the future.

Sensitivity of the Security Fire Protection District proportionate share of the net pension liability (asset) to changes
in the Discount Rate. The following presents the proportionate share of the net pension liability (asset), calculated
using the Discount Rate of 6.00 percent, as well as what the proportionate share of the net pension liability (asset)
would be if it were calculated using a Discount Rate that is 1-percentage-point lower (5.00 percent) or 1-
percentage-point higher (7.00 percent) than the current rate on the December 31, 2017 measurement date:

Actuarial Discount
1% Decrease Rate Assumption 1% Increase
5.00% 6.00% 7.00%
$ (616,101) $ (628,610) $ (645,784)
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NOTE 9 - RISK MANAGEMENT

The District is exposed to various risks of losses 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 these risks of loss, including worker’s compensation and employee
health and accident insurance. Settled claims resulting from these risks did not exceed commercial insurance
coverage during the last three fiscal years.

NOTE 10 - AMENDMENT TO COLORADO CONSTITUTION

Colorado voters passed an amendment to the State Constitution, Article X, Section 20, which has several
limitations, including revenue raising, spending abilities, and other specific requirements of state and local
governments.

Fiscal year spending and revenue limits are determined based on the prior years’ spending adjusted for inflation
and local growth. Revenue in excess of the limit must be refunded unless the voters approve retention of such
revenue.

The Amendment requires, with certain exceptions, voter approval prior to imposing new taxes, increasing tax rates,
increasing a mill levy above that for the prior year, extending an expiring tax, or implementing a tax policy change
directly causing a net tax revenue gain to any local government.

On May 2, 2006, voters of the district approved the following ballot question: “Shall the Security Fire Protection
District be permitted to collect and spend, as a voter approved revenue change and property tax revenue change
under Article X, Section 20, of the Colorado Constitution, any and all revenues raised annually in 2006 and each
year thereafter from the district’s mill levy at the rate of 6.675 mills and from any and all other sources; with such
authority to collect and spend all such amounts to constitute an exception to all limits which may otherwise apply,
without limiting or affecting the collection or expenditures of other revenues; and shall the district be authorized to
collect and spend from the district’s mill levy and all other sources annually all amounts that may exceed the
provisions of 5.5% limit of Section 29-1-301 of the Colorado Revised Statutes; such revenues to be used for public
safety, fire protection, emergency medical services, fire code enforcement, and any other lawful purpose of a fire
protection district?”

On November 6, 2012, voters of the district approved the following ballot question: “Shall the Security Fire
Protection District taxes be increased $549,345 annually in the first fiscal year (2013) and by whatever amounts as
are received each year thereafter by the imposition of this mill levy increase of 3.325 mills upon taxable property
within the district, commencing with the tax collection year 2013 and continuing thereafter, with such revenues,
together with any and all other revenues to be collected, retained and spent by the district for the purposes of
defraying salaries, other operating expenses of the district, and/or other lawful purposes, as a voter approved
revenue changed and an exception of the spending, revenue raising, and other limits which would otherwise apply
under Article X, Section 20, of the Colorado Constitution, C.R.S., 29-1-301(1), or any other laws?”
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SECURITY FIRE PROTECTION DISTRICT
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2019

NOTE 10 - AMENDMENT TO COLORADO CONSTITUTION (CONTINUED)

The entity levied 10.000 mills for property taxes collected in 2019 and 2018 to be used for general operating
expenses.

The Amendment requires the emergency reserves be established. These reserves must be at least 3 percent of
Fiscal Year Spending (excluding bonded debt service). Emergency reserves, as of December 31, 2019 totaling
$115,700 have been presented as a reservation of fund balance in the General Fund. The entity is not allowed to
use the emergency reserves to compensate for economic conditions, revenue shortfalls, or salary or benefit
increases.

The Amendment is complex and subject to judicial interpretation. The entity believes it is in compliance with the
requirements of the amendment. However, the entity has made certain interpretations in the amendment’s
language in order to determine its compliance.

NOTE 11 - BIENNIAL ACTUARIAL VALUATION

Under GASB Statement 68, governments with single-employer defined benefit pension plans are required to
conduct actuarial valuations at least biennially. As of the opinion date, the most recent valuation was completed as
of January 1, 2018 with the total pension liability updated for the 2019 reporting period. A January 1, 2020
valuation has not been completed. Due to this departure from generally accepted accounting principles, a qualified
opinion was issued. The effects of this departure on the financial statements has not been determined.
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SECURITY FIRE PROTECTION DISTRICT
GENERAL FUND
SCHEDULE OF REVENUES, EXPENDITURES, AND CHANGES IN FUND BALANCE
BUDGET AND ACTUAL
FOR THE YEAR ENDED DECEMBER 31, 2019

Variance with

Budgeted Amounts Final Budget -
Actual Positive
Original Final Amounts (Negative)
REVENUES
General property tax $ 2,345835 § 2,345835 $ 2,337,136 $ (8,699)
Specific ownership tax 241,000 241,000 284,067 43,067
Safety services 1,002,000 1,002,000 1,172,694 170,694
Wildland income - - 1,715 1,715
Inspection fees 40,000 40,000 52,760 12,760
Other income - - 200 200
Investment earnings 2,000 2,000 8,141 6,141
Total revenues 3,630,835 3,630,835 3,856,713 225,878
EXPENDITURES
General and administrative:
Administration 263,500 263,500 249,997 13,503
Insurance 100,000 100,000 - 100,000
Office 25,000 25,000 22,050 2,950
Professional services 40,000 40,000 27,552 12,448
Other 187,735 187,735 66,134 121,601
Total general and administrative 616,235 616,235 365,733 250,502
Fire and emergency medical services:
Paid staff 2,393,500 2,393,500 2,341,990 51,510
Volunteers 158,100 158,100 189,372 (31,272)
Vehicles 425,000 425,000 184,126 240,874
Stations 438,000 438,000 385,552 52,448
Capital outlay 300,000 300,000 413,565 (113,565)
Total fire and emergency medical 3,714,600 3,714,600 3,514,605 199,995
Debt service - - 65,088 (65,088)
Total expenditures 4,330,835 4,330,835 3,945,426 385,409
EXCESS OF REVENUES
OVER EXPENDITURES (700,000) (700,000) (88,713) 611,287
OTHER FINANCING SOURCES
Proceeds from the sale of capital assets - - 10,000 10,000
Proceeds from insurance recoveries - - 253,021 253,021
Total other financing sources - - 263,021 263,021
Net Change in Fund Balance (700,000) (700,000) 174,308 874,308
Fund balances - beginning 700,000 700,000 1,016,271 316,271
Fund balances - ending $ - $ - $ 1,190,579 $ 1,190,579

See the accompanying independent auditors' report
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District's proportion of the net pension

liability (asset)

District's proportionate share of the net
pension liability (asset)

District's covered payroll

District's proportionate share of the net
pension liability (asset) as a percentage of

its covered payroll

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

SECURITY FIRE PROTECTION DISTRICT

SCHEDULE OF DISTRICT'S PROPORTIONATE SHARE OF THE NET PENSION LIABILITY

DECEMBER 31, 2019
2018 2017 2016 2015 2014 2013
0.247855037% 0.250169000% 0.312552192% 0.331165675% 0.268170683% 0.231087650%
$ 313357 $ (359,908) $ 112,937 $ (5838) $ (302,651) $ (206,635)
$ 1,660,275 S 1463313 S 1,599,588  $ 1,605,400 S 1205970 S 1,003,708
18.87% -24.60% 7.06% -0.36% -25.10% -20.59%
95.2% 106.3% 98.2% 100.1% 106.8% 105.8%

*  The amounts presented for each year were determined as of 12/31.

*  Complete 10-year information to be presented in future years as it becomes available.

See the accompanying independent auditors' report.
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SECURITY FIRE PROTECTION DISTRICT
SCHEDULE OF DISTRICT'S STATUTORY PAYROLL CONTRIBUTIONS AND COVERED PAYROLL

DECEMBER 31, 2019
2019 2018 2017 2016 2015 2014

Statutorily required contribution $ 157,930 $ 132,822 $ 117,065 $ 127,967 $ 128,432 $ 96,478
Contributions in relation to the statutorily

required contribution (157,930) (132,822) (117,065) (127,967) (128,432) (96,478)
Contribution deficiency (excess) $ - $ - $ - $ - $ - $ -
District's covered payroll $ 1,974,125 $ 1,660,275 $ 1,463,313 $ 1,599,588 $ 1,605,400 $ 1,205,970
Contributions as a percentage of covered

payroll 8.00% 8.00% 8.00% 8.00% 8.00% 8.00%

*  The amounts presented for each year were determined as of 12/31.

*  Complete 10-year information to be presented in future years as it becomes available.

See the accompanying independent auditors' report.
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Total pension liability (TPL)

Service cost

Interest

Changes of benefit terms

Differences between expected and actual experience

Changes of assumptions

Benefit payments, including refunds of member contributions
Net change in total pension liability

Total pension liability—beginning

Total pension liability—ending (a)

Plan fiduciary net position

Contributions—employer
Contributions—State matching

Net investment income

Benefit payments, including refunds of member contributions
Administrative expense

Other

Net change in plan fiduciary net position

Plan fiduciary net position—beginning

Plan fiduciary net position—ending (b)

Net pension liability (asset}—ending (a) — (b)

Plan fiduciary net position as a percentage of the total pension

liability

SECURITY FIRE PROTECTION DISTRICT
SCHEDULE OF CHANGES IN THE DISTRICT'S NET PENSION LIABILITY (ASSET) AND RELATED RATIOS
VOLUNTEER FIREMEN PENSION PLAN

DECEMBER 31, 2019
2018 2017 2016 2015 2014
$ 81,229 $ 81,229 81,229 171,527 171,527
114,414 73,874 65,095 - -
- (338,972) - - -
- - - (51,485) (178,680)
195,643 (183,869) 146,324 120,042 (7,153)
966,138 1,150,007 1,003,683 883,641 890,794
$ 1,161,781 $ 966,138 1,150,007 1,003,683 883,641
$ 27,000 $ 27,000 24,750 24,750 126,500
24,300 22,275 22,275 - 49,500
(116,754) 207,793 28,684 (7,274) (35,778)
- - - (51,485) (178,680)
- - - (11,467) -
(65,454) 257,068 75,709 (45,476) (38,458)
1,855,845 1,598,777 1,523,068 1,568,544 1,607,002
$ 1,790,391 $ 1,855,845 1,598,777 1,523,068 1,568,544
$  (628,610) $  (889,707) (448,770) (519,385) (684,903)
154.11% 192.09% 139.02% 151.75% 177.51%

* The amounts presented for each fiscal year were determined as of 12/31.

* Complete 10-year information to be presented in future years as it becomes available.
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Actuarially determined contribution

Actual contribution

Contribution deficiency (excess)

District's covered payroll

Contributions as a percentage of covered
payroll

SECURITY FIRE PROTECTION DISTRICT

SCHEDULE OF DISTRICT CONTRIBUTIONS

VOLUNTEER FIREMEN PENSION PLAN

DECEMBER 31, 2019
2018 2017 2016 2015 2014 2013 2012 2011 2010
$ - $ 44318 $ 38510 $ - $ - $ - $ - $ - $ -
51,300 49,275 49,500 24,750 176,000 27,500 52,250 52,250 52,250
$ (51,300 $  (4,957) $ (10,990 $ (24,750 $ (176,000) $ (27,500 $ (52,250 $ (52,250 $ (52,250
$ - $ - $ - 3 - $ - $ - $ - $ - 3 -
100% 100% 100% 100% 100% 100% 100% 100% 100%

* The amounts presented for each fiscal year were determined as of 12/31.

Notes to Schedule

Valuation date:

Actuarially determined contribution rates are calculated as of January 1, of every even numbered year.

Methods and assumptions used to determine contribution rates:

Actuarial cost method
Amortization period

Asset valuation method
Actuarial funding discount rate
Mortality rates

Turnover rates

Disability rates

Retirement age

Marital status

Entry Age Actuarial Cost Method

Open-ended 20-year period from the valuation date

Market Value

6% per annum compounded annually

Modified RP-2000 male rates projected to 2018 by scale AA

Graduated rates by attained age
None used

Age 50, after 20 years of service

90% of firefighters are assumed to be married. Wives are assumed to be 3

years younger than their husbands.

See the accompanying independent auditors' report.
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SECURITY FIRE PROTECTION DISTRICT
SCHEDULE OF ANNUAL MONEY-WEIGHTED RATE OF RETURN
ON PENSION INVESTMENTS
DECEMBER 31, 2019

The annual money-weighted rate of return for the volunteer pension plan investments is as follows:

As of December 31 Annual Money-Weighted Rate of Return
2019 15.77%
2018 -12.47%
2017 10.41%
2016 5.22%
2015 -5.30%
2014 -7.35%
2013 17.58%
2012 12.22%
2011 -4.87%
2010 7.55%

See the accompanying independent auditors' report.
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