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INDEPENDENT AUDITORS’ REPORT 

 

 

Board of Directors 

Deer Springs Fire Protection District 

Escondido, California 

 

Report on the Financial Statements 

 

We have audited the accompanying financial statements of the governmental activities and each major 

fund of Deer Springs Fire Protection District, as of and for the fiscal year ended June 30, 2019 and the 

related notes to the financial statements, which collectively comprise the Deer Springs Fire Protection 

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 consolidated financial 

statements in accordance with accounting principles generally accepted in the United States of 

America; this includes the design, implementation, and the maintenance of internal control relevant to 

the preparation and fair presentation of financial statements that are free from material misstatement, 

whether due to fraud or error. 

 

Auditor’s Responsibility 

 

Our responsibility is to express an opinion on these financial statements based on our audit. We 

conducted our audit in accordance with auditing standards generally accepted in the United States of 

America and the State Controller’s Minimum Audit Requirements for California Special Districts. 

Those standards require that we plan and perform the audit to obtain reasonable assurance about 

whether the financial statements are free from material misstatement.   

 

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures 

in the financial statements. The procedures selected depend on the auditor’s judgment, including the 

assessment of the risks of material misstatement of the financial statements, whether due to fraud or 

error. In making those risk assessments, the auditor considers internal control relevant to the entity’s 

preparation and fair presentation of the consolidated 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 consolidated financial statements. 

 

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

our audit opinions. 
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Opinion 

In our opinion, the financial statements referred to above present fairly, in all material respects, the 

respective financial position of the governmental activities and each major fund of the Deer Springs 

Fire Protection District, as of June 30, 2019, and the respective changes in financial  position for the 

fiscal year then ended in accordance with accounting principles generally accepted in the United States 

of America, as well as accounting systems prescribed by the State Controller’s Office and state 

regulations governing special districts. 

Other Matters 

Required Supplementary Information 

Accounting principles generally accepted in the United States of America require that the 

management’s discussion on pages 3 through 7 and analysis and budgetary comparison information on 

pages 26 and 27 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 be an essential part of financial reporting for placing the basic financial 

statements in an appropriate operational, economic, or historical context. We have applied certain 

limited procedures to the required supplementary information in accordance with auditing standards 

generally accepted in the United States of America, which consisted of inquiries of management about 

the methods of preparing the information and comparing the information for consistency with 

management’s responses to our inquiries, the basic financial statements, and other knowledge we 

obtained during our audit of the basic financial statements. We do not express an opinion or provide 

any assurance on the information because the limited procedures do not provide us with sufficient 

evidence to express an opinion or provide any assurance. 

Other Information 

Our audit was conducted for the purpose of forming opinions on the financial statements that 

collectively comprise Deer Springs Fire Protection District basic financial statements. The other 

supplementary information, as listed in the table of contents, are presented for purposes of additional 

analysis is not a required part of the basic financial statements.  

The organizational structure schedule and assessed valuation have not been subjected to the auditing 

procedures applied in the audit of the basic financial statements and, accordingly, we do not express 

an opinion or provide any assurance on it.  

Fechter & Company, CPAs 

Sacramento, CA  

September 15, 2019 
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Management’s Discussion and Analysis 

For the Fiscal Year Ended June 30, 2019 
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As management of the Deer Springs Fire Protection District (District), we offer readers of the District’s 

Financial Statements this narrative overview and analysis of the financial activities of the District for 

the fiscal year ended June 30, 2019. We encourage readers to consider the information presented here 

in conjunction with the District’s basic financial statements and accompanying notes, which begin 

immediately following the analysis. This annual financial report consists of three main parts: 

Management’s Discussion and Analysis, (2) Basic Financial Statements, and (3) Required 

Supplementary Information. 

 

These financial statements consist of a series of financial statements prepared in accordance with the 

Governmental Accounting Standards Board Statement 34, Basic Financial Statements – Management 

Discussion and Analysis for State and Local Governments.  

 

FINANCIAL HIGHLIGHTS 

 

• The District’s net position was $13,771,168. 

• The increase in net position for the fiscal year was $599,888. 

• The District had an excess of revenue over expenditures in the General Fund (before transfers) 

in the amount of $767,123 in the current fiscal year compared to $897,538 in the previous fiscal 

year. 

• This fiscal year the District had $684,624 worth of additions to capital assets compared to 

$563,108 in the previous fiscal year. 

• The District’s General Fund Budget for this fiscal year showed an excess of revenues over 

expenditures (before transfers) of $255,070 compared to the actual amount of an excess of 

revenues over expenditures of $767,123. 

 
OVERVIEW OF THE FINANCIAL HIGHLIGHTS 

 

The discussion and analysis is intended to serve as an introduction to the District’s basic financial 

statements. 

 

Basic Financial Statements 

 

The basic financial statements include government-wide financial statements and fund statements. The two 

sets of statements are tied together by reconciliations showing why they differ.  

 

The District as a whole is reported in the government-wide statements and uses accounting methods similar 

to those used by companies in the private sector. 

 

More detailed information about the District’s most significant funds – not the District as a whole is 

provided in the fund financial statements. Funds are accounting devices the District uses to keep track of 

specific sources of funding and spending on programs.  
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OVERVIEW OF THE FINANCIAL HIGHLIGHTS (continued) 

 

The Statements of Net Position, a government-wide statement, presents information on all of the District’s 

assets and liabilities, with the difference between the two 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, a government-wide statement, 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 Balance Sheet for governmental funds presents financial information by fund type showing money 

left at fiscal year-end available for spending. 

 

The Notes to the Basic Financial Statements and the Discussion and Analysis support these financial 

statements. 

 

In addition to the basic financial statements and notes, this report also presents required supplementary 

information – assessed property valuation and organizational structure. 

 

 
GOVERNMENT-WIDE FINANCIAL ANALYSIS 

 

The District’s overall financial position continues to be extremely strong as evidenced by the fact that 78% 

of its net position is in cash. 

 

Statement of Net Position 

 

A summary of the District’s Statement of Net Position is presented in Table 1 below for the fiscal year and 

the prior fiscal year. The Statement of Net Position presents the District’s financial position relating to its 

assets and liabilities. Assets in excess of liabilities, the Net Position, for fiscal year 2018-2019 increased 

$599,888 over fiscal year 2017-2018. 

 

Net position may serve, over time, as a useful indicator of a government’s financial position. In the case of 

the District, Assets exceeded Liabilities by $13,771,168 as of June 30, 2019.  A significant portion of the 

District’s net position is its investment in capital assets (e.g. land, structures and improvements, engines 

and vehicles, and equipment). The District uses these capital assets to provide services to its constituents; 

consequently, these assets are not available for future spending.  
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GOVERNMENT-WIDE FINANCIAL ANALYSIS (continued) 

 
Statement of Net Position (continued) 

 

The District’s financial position is the product of several financial transactions including the net results of 

activities, the acquisition and the disposal of capital assets, and the depreciation of capital assets. 

 

Condensed Statement of Net Position, Table 1 

 

 
Statement of Activities 

 

• The District’s total revenues for the fiscal year ended June 30, 2019, excluding the inter-fund 

transfers, increased to $6,149,085 from $6,029,759 for the preceding fiscal year. 

 

• The District’s total expenses increased by $264,309. 

 

• The excess of revenues over expense was $599,888. 

 

 

 

 

 

2019 2018

ASSETS

Current assets 11,431,723$  10,716,470$  

Capital assets, net of depreciation 2,349,855      2,403,867     

TOTAL ASSETS 13,781,578    13,120,337    

LIABILITIES

Current liabilities 10,410          29,057          

Long-term debt -               -              

TOTAL LIABILITIES 10,410          29,057          

NET POSITION

Capital assets, net 2,349,855      2,403,867     

Unrestricted 11,421,313    10,687,413    

TOTAL NET POSITION 13,771,168$  13,091,280$  
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GOVERNMENT-WIDE FINANCIAL ANALYSIS (continued) 

 

Statement of Activities (continued) 

 

The following table presents a summary of the Statement of Activities for the fiscal year ended June 30, 

2019: 

 

Condensed Statement of Activities, Table 2 
 

 
 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Program revenues:

Charges for services 5,347,074$     5,384,093$     

Operating grants and contributions -               -                

Mitigation fees 39,351           44,827           

General revenues 752,470         600,839         

Total revenues 6,138,895      6,029,759       

EXPENDITURES

Fire protection - operations 5,258,961      5,033,987       

Administration and depreciation 280,046         240,911         

Total expenditures 5,539,007      5,274,898       

CHANGE IN NET POSITION 599,888$       754,861$       



DEER SPRINGS FIRE PROTECTION DISTRICT 

Management’s Discussion and Analysis 

For the Fiscal Year Ended June 30, 2019 
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CAPITAL ASSET AND DEBT ADMINISTRATION 

 

Capital Assets 

 

Changes in Capital Assets, Table 3 

 

 
Long-Term Liabilities 

 

The District has $10,447 in compensated absences. 

 
FACTORS BEARING ON THE DISTRICT’S FUTURE 

 

The current and anticipated growth in new development in the District together with the constant increases 

in the annual costs of providing public fire protection services and emergency medical services requires the 

District to balance its level of service capabilities with its available financial resources. The District is 

exploring alternative means to improve response times and to decrease ISO ratings while maintaining its 

current service levels.  

 

CONTACTING THE DISTRICT 

 

This financial report is designed to provide the Board, governmental agencies, customers, creditors, 

and the public with a general overview of the District’s accountability for the financial resources it 

manages. If there are questions regarding this report, or additional financial information is required, 

please contact the District Administrator for the Deer Springs Fire Protection District at 8709 Circle R 

Drive, Escondido, CA 92026 or call (760) 749-8001. 

 

2019 2018

Land 764,065$      764,065$      

Structures and improvements 2,512,797      2,522,986     

Apparatus and trucks 2,102,103      2,000,689     

Equipment 500,183        1,182,563     

Less:  accumulated depreciation (3,529,303)    (4,066,436)    

Capital assets, net 2,349,845$    2,403,867$    



STATEMENT OF NET POSITION 

JUNE 30, 2019

Governmental 

Activities

ASSETS

Current assets

Cash in county treasury 11,183,920$          

Cash in banks 12,796                   

Accounts receivable 235,007                 

Total current assets 11,431,723            

Capital assets, net 2,349,855              

TOTAL ASSETS 13,781,578            

LIABILITIES

Current liabilities:

Accounts payable (37)                         

Noncurrent liabilities:

Due in more than one year 10,447                   

TOTAL LIABILITIES 10,410                   

NET POSITION

Net invested in capital assets 2,349,855              

Unrestricted 11,421,313            

NET POSITION 13,771,168$          

DEER SPRINGS FIRE PROTECTION DISTRICT
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The accompanying notes are an integral part of these financial statements



STATEMENT OF ACTIVITIES

FOR THE YEAR ENDED JUNE 30, 2019

Program Revenues

Net (Expense)

Operating Capital Revenue and

Charges for Contributions Contributions Change in 

Functions/Programs Expenses Services and Grants and Grants Net Position

Governmental Activities:

Public Safety 5,539,007$    5,347,074$    -$              -$            (191,933)$      

Total Governmental Activities 5,539,007$    5,347,074$    -$              -$            (191,933)        

General Revenues

Property taxes 488,155         

Mitigation fees 39,351           

Interest and investment earnings 167,566         

Grant revenues 11,885           

Gain (loss) on disposal of asset (32,007)          

Miscellaneous 116,871         

Total general revenues 791,821         

Change in net position 599,888         

Net position at beginning of fiscal year 13,091,280    

Prior period adjustment (Note 9) 80,000           

Net position at end of fiscal year 13,771,168$  

DEER SPRINGS FIRE PROTECTION DISTRICT
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The accompanying notes are an integral part of these financial statements



General Capital Mitigation 

Fund Projects Fund Fund Total

ASSETS

Current assets

Cash in county treasury 6,083,483$  5,047,815$     52,622$         11,183,920$ 

Cash in banks 12,796         -                 -                12,796          

Accounts receivable 235,007       -                 -                235,007        

Due from other funds 1,259,078    -                 -                1,259,078     

TOTAL ASSETS 7,590,364$  5,047,815$     52,622$         12,690,801$ 

LIABILITIES AND FUND BALANCE

Current liabilities:

Accounts payable and accrued expenses (37)$             -$               -$              (37)$             

Due to other funds -               -                 1,259,078      1,259,078     

Total liabilities (37)               -                 1,259,078      1,259,041     

FUND BALANCES

Unassigned 7,590,401 5,047,815 (1,206,456)    11,431,760   

Total fund balance 7,590,401 5,047,815 (1,206,456)    11,431,760   

TOTAL LIABILITIES AND FUND BALANCES 7,590,364$  5,047,815$     52,622$         12,690,801$ 

DEER SPRINGS FIRE PROTECTION DISTRICT

BALANCE SHEET - GOVERNMENTAL FUNDS

JUNE 30, 2019
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The accompanying notes are an integral part of these financial statements



DEER SPRINGS FIRE PROTECTION DISTRICT

RECONCILIATION OF THE GOVERNMENTAL FUNDS 

BALANCE SHEET TO THE STATEMENT OF NET POSITION

JUNE 30, 2019

Total fund balances - governmental funds 11,431,760$     

In governmental funds, only current assets are reported.  

In the statement of net position, all assets are reported, 

including capital assets and accumulated depreciation.

Capital assets at historical cost, net 2,349,855         

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

are not reported in the funds.  Those liabilities consist of:

Accrued compensated absences (10,447)             

Net position of governmental activities 13,771,168$     

 11

The accompanying notes are an integral part of these financial statements



General  Capital  Mitigation  
Fund Projects Fund Fund Total

REVENUES

Property taxes 488,155$      -$              -$              488,155$        

Standby fees 1,711,746     -                -                1,711,746       

Fire suppression assessment 2,814,202     -                -                2,814,202       

Mitigation fees -                -                39,351           39,351            

Interest income 99,066          67,599          901                167,566          

Fire protection services 757,708        -                -                757,708          

Grant revenues 11,885          -                -                11,885            

First response fees 63,418          -                -                63,418            

Proceeds from asset disposal 11,000          495,584        506,584          

Other revenue 70,905          45,966          -                116,871          

Total revenues 6,028,085     609,149        40,252           6,677,486       

EXPENDITURES

Current:

Salaries and benefits 165,605        -                -                165,605          

Dues and subscriptions 1,250            -                -                1,250              

Fuel and oil 30,119          -                -                30,119            

Grant expenditures 2,481            -                -                2,481              

County services and fees 12,967          -                -                12,967            

Insurance 28,865          -                -                28,865            

CDF contract 4,796,023     -                -                4,796,023       

Maintenance and supplies - station 54,524          -                -                54,524            

Maintenance - equipment 2,552            -                -                2,552              

Maintenance - vehicles 87,756          -                -                87,756            

Office expense 4,395            -                -                4,395              

Professional services 18,458          -                -                18,458            

Printing 1,019            -                -                1,019              

Travel 140               -                -                140                 

Utilities 52,453          -                -                52,453            

Miscellaneous 355               -                -                355                 

Capital outlay 2,000            682,624        -                684,624          

Total expenditures 5,260,962     682,624        -                5,943,586       

EXCESS (DEFICIENCY) OF REVENUE

OVER (UNDER) EXPENDITURES 767,123        (73,475)         40,252           733,900          

Other financing sources (uses)

Transfer in -                743,086        -                743,086          

Transfer out (743,086)       -                -                (743,086)        

Total other financing sources (uses) (743,086)       743,086        -                -                 

NET CHANGE IN FUND BALANCE 24,037          669,611        40,252           733,900          

FUND BALANCES, BEGINNING OF YEAR 7,566,364     4,378,204 (1,246,708)     10,697,860     

FUND BALANCE, END OF YEAR 7,590,401$   5,047,815$   (1,206,456)$   11,431,760$   

DEER SPRINGS FIRE PROTECTION DISTRICT

STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCES

GOVERNMENTAL FUNDS

FOR THE YEAR ENDED JUNE 30, 2019
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The accompanying notes are an integral part of these financial statements



DEER SPRINGS 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 JUNE 30, 2019

The schedule below reconciles the Net Changes in Fund Balances reported on the Governmental Funds

Statement of Revenues, Expenditures, and Change in Fund Balances, which measures only changes in 

current assets and current liabilities on the modified accrual basis, with the Change in Net Position of

Governmental Activities reported in the Statement of Activities, which is prepared on the full accrual basis.

NET CHANGE IN FUND BALANCES 733,900$          

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

  following:

Governmental funds report capital outlays as expenditures.  However, in the Statement of Activities 

the cost of those assets is capitalized and allocated over their estimated useful lives and reported

as depreciation expense.

Capital outlay expenditures are therefore added back to fund balances 684,424            

Depreciation expense not reported in governmental funds (280,045)          

Differences in disposal of capital assets (538,390)          

The amounts below included in the Statement of Activities do not provide or require the use of 

current financial resources and therefore are not reported as revenue or expenditures in governmental

funds (net change):

Change in compensated absences -                   

CHANGE IN NET POSITION OF GOVERNMENTAL ACTIVITIES 599,889$          

 13

The accompanying notes are an integral part of these financial statements



DEER SPRINGS FIRE PROTECTION DISTRICT 

Notes to Financial Statements 

For the Fiscal Year Ended June 30, 2019 

 
 

 14 

NOTE 1: SIGNIFICANT ACCOUNTING POLICIES 

 

The accounting policies of the Deer Springs Fire Protection District (“the District”) conform to 

accounting policies generally accepted in the United States of America as applicable to governments 

and to general practice within California Special Districts. The District accounts for its financial 

transactions in accordance with the policies and procedures of the State Controller’s Office Division 

of Local Government Fiscal Affairs Minimum Audit Requirements and Reporting Guidelines for 

California Special Districts. 

 

Reporting Entity 

 

The District’s financial statements include the accounts of all its operations. The District evaluated 

whether any other entity should be included in these financial statements. The criteria for including 

organizations as component units within the District’s reporting entity, as set forth in Governmental 

Accounting Standards Board (“GASB”) Statement No. 14, The Financial Reporting Entity, as 

amended by GASB Statement No. 39 Determining Whether Certain Organizations are Component 

Units, and GASB Statement No. 61, The Financial Reporting Entity: Omnibus – An Amendment of 

GASB Statements No. 14 and 34, include whether:  

 

• The organization is legally separate (can sue and be sued in its name) 

• The District holds the corporate powers of the organization 

• The District appoints a voting majority of the organization’s board 

• The District is able to impose its will on the organization 

• The organization has the potential to impose a financial benefit/burden on the District 

• There is fiscal dependency by the organization on the District 

• It would be misleading or cause the financial statements to be incomplete to exclude another 

organization 

 

Based on these criteria, the District has no component units. Additionally, the District Is not a 

component unit of any other reporting entity as defined by the GASB statement. 

 

Basis of Presentation, Basis of Accounting 

 

Basis of Presentation 

 

Government-Wide Statements: The statement of net assets and the statement of activities include the 

financial activities of the overall government, except for fiduciary activities. Eliminations have been 

made to minimize the double-counting of internal activities. These statements distinguish between the 

governmental and business-type activities of the District. Governmental activities generally are 

financed through taxes, intergovernmental revenues, and other nonexchange transactions. Business-

type activities are financed in whole or in part by fees charged to external parties. The District has no 

business-type activities.  
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NOTE 1: SIGNIFICANT ACCOUNTING POLICIES (continued) 

 

Basis of Presentation, Basis of Accounting (continued) 

 

Basis of Presentation (continued) 

 

The statement of activities presents a comparison between direct expenses and program revenues for 

each function of the District’s governmental activities. Direct expenses are those that are specifically 

associated with a program or function and, therefore, are clearly identifiable to a particular function. 

The District does not allocate indirect expenses in the statement of activities. Program revenues include 

(a) fees, fines, and charges paid by the recipients of goods or services offered by the programs and 

(b) grants and contributions that are restricted to meeting the operational or capital requirements of a 

particular program. Revenues that are not classified as program revenues, including all taxes, are 

presented as general revenues. 

 

Fund Functional Statements 

 

The fund functional statements provide information about the District’s funds, with separate presented 

for each fund category. The emphasis of fund financial statements is on major government funds, each 

displayed in a separate column. All remaining governmental funds are aggregated and reported as non-

major funds.  

 

The District reports the following major governmental funds: 

 

• The General Fund is the general operating fund of the District. It accounts for all financial 

resources of the District not accounted for and reported in another fund. 

• The Capital Projects Fund exists primarily to provide for the accumulation of General Fund 

monies for capital outlay projects. 

• The Fire Mitigation Fund is used for fees collected that can only be used to purchase capital 

assets due to new development. 

 

Non-major governmental funds: 

 

• The District did not have any non-major governmental funds. 

 

Measurement Focus, Basis of Accounting 

 

Government-Wide and Fiduciary Fund Financial Statements: These financial statements are reported 

using the economic resources measurement focus. They are reported using the accrual basis of 

accounting. Revenues are recorded when earned and expenses are recorded at the time liabilities are 

incurred, regardless of when the related cash flows take place. Nonexchange transactions, in which the 

District gives (or receives) value without directly receiving (or giving) equal value in exchange, include 

property taxes, grants, entitlements, and donations. On an accrual basis, revenue from property taxes 

is recognized in the fiscal year for which the taxes are levied. Revenue from grants, entitlements, and 

donations is recognized in the fiscal year in which all eligibility requirements have been satisfied. 
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NOTE 1: SIGNIFICANT ACCOUNTING POLICIES (continued) 

 

Basis of Presentation, Basis of Accounting (continued) 

 

Measurement Focus, Basis of Accounting (continued) 

 

Government Fund Financial Statements: Governmental funds are reported using the current financial 

resources measurement focus and the modified accrual basis of accounting. Under this method, 

revenues are recognized when measurable and available. The District does not consider revenues 

collected after 60 days of its fiscal-year end to be available in the current period to fund its 

expenditures. Revenues from local sources consist primarily of property taxes. Property tax revenues 

and revenues received from the State are recognized under the susceptible-to-accrual concept. 

Miscellaneous revenues are recorded as revenue when received in cash because they are generally not 

measurable until actually received. Investment earnings are recorded as earned, since they are both 

measurable and available. Expenditures are recorded when the related fund liability is incurred, except 

for principal and interest on general long-term debt, claims and judgements, and compensated 

absences, which are recognized as expenditures to the extend they have matured. General capital asset 

acquisitions are reported as expenditures in governmental funds. Proceeds of general long-term debt 

and acquisitions under capital leases are reported as other financing sources. 

 

When the District incurs expenditures or expenses for which both restricted and unrestricted resources 

may be used, it is the District’s policy to use restricted resources first, then unrestricted resources.  

 

Encumbrances 

 

Encumbrance accounting is used in all budgeted funds to reserve portions of applicable appropriations 

for which commitments have been made. Encumbrances are recorded for purchase orders, contracts, 

and other commitments when they are written. Encumbrances are liquidated when the commitments 

are paid. All encumbrances are liquidated as of June 30. 

 

Budgets and Budgetary Accounting 

 

Annual budgets are adopted on a basis consistent with generally accepted accounting principles for all 

governmental funds. By state law, the District’s governing board must adopt a final budget no later 

than July 1. A public hearing must be conducted to receive comments prior to adoption. The District’s 

governing board satisfied these requirements.  

 

These budgets are revised by the District’s governing board and district administrator during the fiscal 

year to give consideration to unanticipated income and expenditures.  
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NOTE 1: SIGNIFICANT ACCOUNTING POLICIES (continued) 

 

Budgets and Budgetary Accounting (continued) 

 

Formal budgetary integration was used as a management control device during the fiscal year for all 

budgeted funds. The District employs budget control by minor object and by individual appropriation 

accounts. Expenditures cannot legally exceed appropriations by major object code. All appropriations 

lapse at fiscal year-end. 

 

Deferred Inflows and Outflows of Resources 

 

Pursuant to GASB Statement No. 63, “Financial Reporting of Deferred Outflows of Resources, Deferred 

Inflows of Resources, and Net Position,” the District recognizes deferred outflows and inflows of 

resources.   

 

In addition to assets, the Statement of Financial Position will sometimes report a separate section for 

deferred outflows of resources.  A deferred outflow of resources is defined as a consumption of net position 

by the District that is applicable to a future reporting period.   

 

In addition to liabilities, the Statement of Financial Position will sometimes report a separate section for 

deferred inflows of resources.  A deferred inflow of resources is defined as an acquisition of net position 

by the District that is applicable to a future reporting period.   

 

The District does not presently report any deferred inflows or outflows of resources. 

 

Assets, Liabilities, and Equity 

 

Cash 

 

Cash balances held in banks are insured to $250,000 by the Federal Deposit Insurance Corporation. As 

of June 30, 2019, the District had no uninsured funds. 

 

The District maintains the majority of its cash in the San Diego County (“County”) Treasury. The 

County pools these funds with those of other districts in the county and invests the cash. These pooled 

funds are carried at market value. Interest earned is deposited quarterly into participating funds. Any 

investment losses are proportionately shared by all funds in the pool. 

 

The county is authorized to deposit cash and invest excess funds by California Government Code 

Section 53648 et. seq. 
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NOTE 1: SIGNIFICANT ACCOUNTING POLICIES (continued) 

 

Assets, Liabilities, and Equity (continued) 

 

Cash (continued) 

 

Information regarding the amount of dollars invested in derivatives with San Diego County Treasury 

indicates the amount was less than 1% for the fiscal year ended June 30, 2019.  More information can 

be obtained by contacting the San Diego County Auditor-Controller’s office. 

 

Capital Assets 

 

Purchased or constructed capital assets are reported at cost or estimated historical cost. Donated fixed 

assets are recorded at their estimated fair value at the date of the donation. 

 

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

extend the assets’ lives are not capitalized. A capitalization threshold of $5,000 is used. 

 

Capital assets are being depreciated using the straight-line method over the following estimated useful 

lives: 

 

Asset Class Estimated Useful Life 

Land N/A 

Structures and Improvements 20-30 

Equipment and Vehicles 5-30 

 

 

Compensated Absences 

 

Accumulated unpaid employee vacation benefits are recognized as liabilities of the District. As of 

June 30, 2019, compensated absences was $10,447. 

 

Accumulated sick leave benefits are not recognized as liabilities of the District. The District’s policy 

is to record sick leave as an operating expense in the period taken since such benefits do not vest nor 

is payment probable.  

 

Unearned Revenue 

 

Cash received for federal and state special projects and programs is recognized as revenue to the extent 

that qualified expenditures have been incurred. Unearned revenue is recorded to the extent cash 

received, on specific projects and programs, exceeds qualified expenditures. As of June 30, 2019, the 

District did not have any unearned revenue. 
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NOTE 1: SIGNIFICANT ACCOUNTING POLICIES (continued) 

 

Interfund Activity 

 

Interfund activity results from loans, services provided, reimbursements or transfers between funds. 

Loans are reported as interfund receivables and payables as appropriate and are subject to elimination 

upon consolidation. Reimbursements occur when one fund incurs a cost, charges the appropriate 

benefiting fund and reduces its related cost as a reimbursement. 

 

All other interfund transactions are treated as transfers. Transfers In and Transfers Out are netted and 

presented as a single “Transfers” line on the government-wide statement of activities. Similarly, 

interfund receivable and payables are netted and presented as a single “Internal Balances” line of the 

government-wide statement of net position. 

 

Property Taxes 

 

Secured property taxes attach as an enforceable lien on property as of January 1. Taxes are payable in 

two installments on November 1 and February 1. Unsecured property taxes are payable in one 

installment on or before August 31. The County of San Diego bills and collects the taxes for the 

District.  

 

The District receives property taxes under the Teeter Plan, whereby the County determines the amount 

due and pays the District ratably throughout the year with the County bearing the risk of delinquent 

property taxes and retaining any interest and penalties thereon.  

 

Fund Balance Reserves and Designations 

 

The government-wide financial statements utilize a net position presentation. Net position is 

categorized as net investment in capital assets, restricted and unrestricted. 

 

• Net Investment in Capital Assets groups all capital assets into one component of net position. 

Accumulated depreciation on these assets and the outstanding principal of any related debt in 

this category. 

• Restricted Net Position represents external restrictions imposed by creditors, grantors, 

contributors, or laws and regulations of other governments and restrictions imposed by law 

through constitutional provisions or enabling legislation. 

• Unrestricted Net Position represents the remaining net position of the District that does not 

meet the definition of the above two categories. 

 

The District has adopted GASB Statement No. 54 (“GASB No. 54”), Fund Balance Reporting and 

Governmental Fund Type Definitions. This Statement defines the different types of fund balances that 

a governmental entity must use for financial purposes. 
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NOTE 1: SIGNIFICANT ACCOUNTING POLICIES (continued) 

 

Fund Balance Reserves and Designations (continued) 

 

 GASB No. 54 requires the fund balance amounts to be properly reported within one of the fund 

balances categories listed below: 

 

• Nonspendable, such as fund balance associated with revolving funds, inventories, prepaids, 

long-term loans and notes receivable, and property held for resale. 

• Restricted fund balance category includes amounts that can be spent only for the specific 

purposes stipulated by constitution, external resource providers, or through enabling 

legislation.  

• Committed fund balance classification includes amounts that can be used for the specific 

purposes determined by a formal action of the Board of Directors. 

• Assigned fund balance classification are intended to be used by the entity for specific purposes, 

but do not meet the criteria to be classified as restricted or committed. 

• Unassigned fund balance is the residual classification for the entity’s general fund and includes 

all spendable amounts not contained in the other classification. 

 

When the District incurs an expenditure or expense for which both restricted and unrestricted 

resources may be used, it is the District’s policy to use restricted sources first, then unrestricted 

resources. When the District incurs an expenditure or expense for which committed, assigned, or 

unassigned amounts may be used, it is the District’s policy that committed amounts would be 

reduced first, followed by assigned amounts, and then unassigned amounts. 

 

Use of Estimates 

 

The preparation of financial statements in conformity with generally accepted accounting 

principles requires management to make estimates and assumptions that affect certain reported 

amounts and disclosures. Accordingly, actual results could differ from those estimates. 

 

Reclassifications 

 

Certain reclassifications have been made to the prior year information to conform to the current 

year presentation. 
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NOTE 1: SIGNIFICANT ACCOUNTING POLICIES (continued) 

 

Compliance and Accountability 

 

Finance-Related Legal and Contractual Provisions 

 

In accordance with GASB Statement No. 38, Certain Financial Statement Note Disclosures, violations 

of finance-related legal and contractual provisions, if any, are reported below, along with actions taken 

to address such violations.  

 

Violation Action Taken 

None Reported Not Applicable 

 

Deficit Fund Balance or Fund Net Position of Individual Funds 

 

Following are funds having deficit fund balances or fund net position at fiscal year-end, if any, along 

with remarks, which address such deficits: 

 

Fund Balance  Deficit Amount  Remarks 

     
Mitigation 

Fund 

 
 $    (1,206,456) 

 
The District utilized mitigation funds first and 

took a loan from the General Fund to pay for 

capital expenditures. The Mitigation Fund will pay 

back the General Fund as developer and mitigation 

fees come into the District. 
 

NOTE 2: CASH 

 

Cash in County Treasury 

 

The District maintains its cash in the County Treasury as part of the common investment pool of 

$11,183,920 as of June 30, 2019. 

 

The County Treasurer’s investments consist of 29.64% negotiable CDs, 24.36% commercial paper, 

24.0% federal agencies, 10.34% U.S. Treasury notes. 5.50% money market funds, 4.59% 

supranational. 0.65% FDIC CDs, 0.55% asset backed securities, and 0.03% repurchase agreements. 

The credit ratings for these investments included A1+/A1 by Moody’s Investor Service, and AAA/AA- 

by Standard and Poor’s. 
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NOTE 2: CASH (continued) 

 

Cash in Banks 

 

 Cash balances in banks ($12,796 as of June 30, 2019) are insured up to $250,000 by the Federal 

Deposit Insurance Corporation. As of June 30, 2019, the District had no uninsured funds. 

 

Analysis of Specific Deposits 

 

Cash of June 30, 2019, are classified in the accompanying financial statements as follows: 

 

Statement of Net Position: 

 

 
Custodial Credit Risk 

 

Custodial credit risk for deposits is the risk that, in the event of the failure of a depository financial 

institute, a government will not be able to recover its deposits or will not be able to recover collateral 

securities that are in the possession of an outside party. The California Government Code and the 

District’s investment policy do not contain legal or policy requirements that would limit the exposure 

to custodial credit risk for deposits, other than the following provision for deposits. The California 

Government Code requires that a financial institution secure deposits made by state or local 

governmental units by pledging securities in an undivided collateral pool held by a depository regulated 

under state law (unless so waived by the governmental unit). The market value of the pledged securities 

in the collateral pool must equal at least 110% of the total amount deposited by the public agencies. 

 

California law allows financial institutions to secure governmental agency deposits by pledging first 

trust deed mortgage notes having a value of 150% of the secured public deposits. 

 

Investment Accounting Policy 

 

The District is required by GASB Statement No. 31 Accounting and Financial Reporting for Certain 

Investment and for External Investment Pools, to disclose its policy for determining which investments, 

if any, are reported at amortized cost. The District’s general policy is to report money market 

investments and short-term participating interest-earning investment contracts at amortized cost and to 

report nonparticipating interest-earnings investment contracts using a cost-based measure. However, 

if the fair value of an investment is significantly affected by the impairment of the credit standing of 

the issuer or by other factors, it is reported at fair value. All other investments are reported at fair value 

unless a legal contract exists which guarantees a higher value.  

 

 

Credit Quality Rating

Cash in County Treasury Not Rated  $     11,183,920 

Cash in banks Not Rated 12,796             

Total Cash 11,196,716$     
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NOTE 2: CASH (continued) 

 

Analysis of Specific Deposits (continued) 

 

The term “short-term” refers to investments which have a remaining term of one year or less at time 

of purchase. The term “nonparticipating” means that the investment’s value does not vary with market 

interest rate changes. Nonnegotiable certificates of deposit are examples of nonparticipating interest-

earning investment contracts.  

 

The District’s investments in external investment pools are reported at an amount determined by the 

fair value per share of the pool’s underlying portfolio, unless the pool is 2a7-like, in which case they 

are reported at share value. A 2a7-like pool is one which is not registered with the Securities and 

Exchange Commission (“SEC”) as an investment company, but nevertheless has a policy that it will, 

and does, operate in a manner consistent with the SEC’s Rule 2a7 of the investment Company Act of 

1940. 

 

NOTE 3: INTERFUND BALANCES AND ACTIVITIES 

 

Due To and From Other Funds 

 

Balances due to and due from other funds at June 30, 2019, consisted of the following: 

 

 
The due to and due from other funds represents the amounts transferred between various funds for the 

payments of expense. The balances that are reflected in the financial statements represent both current 

and prior year’s accumulated transfers. As of June 30, 2019, the Board of Directors has indicated that 

repayment of transfers will be made at some future date. 

 

Due To and From Other Funds (conditioned) 

 

Transfers to and from other funds at June 30, 2019, consisted of the following: 

 

 
 

Due To Due From Amount Reason

Capital Projects Fund General Fund  $   1,259,078 Capital projects cost

Mitigation Fund General Fund -              Fund balance reduction

Total 1,259,078$   

Transfers To Transfers From Amount Reason

Capital Projects Fund General Fund  $   1,259,078 Capital projects cost

Mitigation Fund General Fund -              Fund balance reduction

Total 1,259,078$   
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NOTE 4: CAPITAL ASSETS 

 

Capital assets activity for the fiscal year ended June 30, 2019, were as follows: 

 

 
Total depreciation expense for the year was $280,046 and was all charged to the public safety function. 

 

NOTE 5: LONG-TERM DEBT 

 

Long-Term Obligation Activity 

 

Long-term obligations include debt and other long-term liabilities. Changes in long-term obligations 

for the fiscal year ended June 30, 2019, are as follows: 

 

 
 

  

Beginning Ending

Governmental Activities Balance Additions Deletions Adjustments Balance

Capital assets, not being depreciated:

Land 764,065$       -$           -$               764,065$     

Other non-depreciable assets 10,189 -             -       (10,189)          -               

Total capital assets, not being depreciated 774,254         -             -                 (10,189)          764,065       

Capital assets, being depreciated:

Structures and improvements 2,512,797      -             -                 -                 2,512,797    

Apparatus and trucks 2,000,689      551,375     (551,375)        101,425         2,102,114    

Equipment 1,182,563      133,249     -                 (815,630)        500,182       

Total capital assets, being depreciated 5,696,049      684,624     (551,375)        (714,205)        5,115,093    

Accumulated depreciation (4,066,437)     (280,046)    22,974           794,206         (3,529,303)   

Total capital assets being depreciated, net 1,629,612      404,578     (528,401)        80,001           1,585,790    

Capital assets, net of depreciation 2,403,866$    404,578$   (528,401)$      69,812$         2,349,855$  

Amounts

Due

Beginning Ending Within

Governmental Activities Balance Increases Decreases Balance One Year

Compensated abences 10,349$   98$          -$         10,447$   -$        

Total Governmental Activities 10,349$   98$          -$         10,447$   -$        
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NOTE 6: POST EMPLOYEE BENEFITS OTHER THAN PENSION BENEFITS 

 

Plan Description 

 

The District does not provide post-retirement health care benefits to current employees; however, two 

employees have maintained health insurance through the District in spite of there being no written 

plan. One employee is required to reimburse the District for amounts over a certain threshold, while 

the other employee is covered 100%.  The District has no written agreement or legal obligation to pay 

OPEB costs of these employees and thus believes it does not have a requirement to reporting under 

GASB Statement 75. 

 

NOTE 7: SIMPLE IRA PLAN 

 

The District offers its employees a savings incentive match plan for employees of small employers 

(Simple IRA). The plan is available to all eligible employees and permits them to defer a portion of 

their salary until future years. In addition, the District contributes $300 a month (maximum $3,600 per 

year) for each eligible employee. The District does not meet the criteria for fiduciary fund reporting 

since it does not have with significant administrative involvement (e.g. custody) or perform the 

investment function of the plan. The District contribution for the years ending June 30, 2019 and 2018 

was $3,600 for each year, respectively. 

 

 



DEER SPRINGS FIRE PROTECTION DISTRICT

GENERAL FUND

STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES IN FUND

BALANCE - BUDGET AND ACTUAL

FOR THE YEAR ENDED JUNE 30, 2019

Variance with

Budgeted Amounts Final Budget

Positive

REVENUES Original Final Actual (Negative)

Property taxes 407,200$        407,200$      488,155$      80,955$        

Standby fees 1,657,513       1,657,513     1,711,746     54,233          

Fire suppression assessment 2,658,664       2,658,664     2,814,202     155,538        

Mitigation fees 30,000            30,000          -                (30,000)         

Interest income 39,725            39,725          99,066          59,341          

Fire protection services 962,013          962,013        757,708        (204,305)       

Proceeds from asset disposal -                 -                11,000          11,000          

Grant revenues 11,696            11,696          11,885          189               

First response fees 12,500            12,500          63,418          50,918          

Other revenue 50,000            50,000          70,905          20,905          

Total revenues 5,829,311       5,829,311     6,028,085     198,774        

EXPENDITURES

Current:

Salaries and benefits 208,587          208,587        165,605        42,982          

Dues and subscriptions 6,500              6,500            1,250            5,250            

Fuel and oil 30,000            30,000          30,119          (119)              

Grant expenditures 22,309            22,309          2,481            19,828          

County services and fees 12,800            12,800          12,967          (167)              

Insurance 26,000            26,000          28,865          (2,865)           

CDF contract 4,939,145       4,939,145     4,796,023     143,122        

Maintenance and supplies - station 104,900          104,900        54,524          50,376          

Maintenance - equipment 34,000            34,000          2,552            31,448          

Maintenance - vehicles 95,000            95,000          87,756          7,244            

Office expense 20,500            20,500          4,395            16,105          

Professional services 14,200            14,200          18,458          (4,258)           

Printing 1,500              1,500            1,019            481               

Travel -                 -                140               (140)              

Utilities 53,800            53,800          52,453          1,347            

Miscellaneous 5,000              5,000            355               4,645            

Capital outlay -                2,000            (2,000)           

Total expenditures 5,574,241       5,574,241     5,260,962     313,279        

EXCESS (DEFICIENCY) OF REVENUE

OVER (UNDER) EXPENDITURES 255,070          255,070        767,123$      (114,505)       

Other financing sources (uses)

Transfer in -                -                -                

Transfer out (1,247,864)     (1,247,864)    (743,086)       (504,778)       

Total other financing sources (uses) (1,247,864)     (1,247,864)    (743,086)       (504,778)       

NET CHANGE IN FUND BALANCE (992,794)$      (992,794)$     24,037          (619,283)$     

FUND BALANCES, BEGINNING OF YEAR 7,566,364     
FUND BALANCE, END OF YEAR 7,590,401$   
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DEER SPRINGS FIRE PROTECTION DISTRICT

CAPITAL PROJECT FUND

STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES IN FUND

BALANCE - BUDGET AND ACTUAL

FOR THE YEAR ENDED JUNE 30, 2019

Variance with

Budgeted Amounts Final Budget

Positive

REVENUES Original Final Actual (Negative)

Interest income 10,000            10,000          67,599           (57,599)         

Total revenues 10,000            10,000          67,599           (57,599)         

EXPENDITURES

Capital outlay 388,000          388,000        682,624         (294,624)       

Total expenditures 388,000          388,000        682,624         (294,624)       

EXCESS (DEFICIENCY) OF REVENUE

OVER (UNDER) EXPENDITURES (378,000)         (378,000)       (615,025)       237,025        

Other financing sources (uses)

Transfer in 1,247,864       1,247,864     743,086         (504,778)       

Transfer out -                  -                -                -                

Total other financing sources (uses) 1,247,864       1,247,864     743,086         (504,778)       

NET CHANGE IN FUND BALANCE 869,864$        869,864$      128,061         (267,753)$     

FUND BALANCES, BEGINNING OF YEAR 4,378,204      

FUND BALANCE, END OF YEAR 4,506,265$    

 27



DEER SPRINGS FIRE PROTECTION DISTRICT

MITIGATION FUND

STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES IN FUND

BALANCE - BUDGET AND ACTUAL

FOR THE YEAR ENDED JUNE 30, 2019

Variance with

Budgeted Amounts Final Budget

Positive

REVENUES Original Final Actual (Negative)

Mitigation fees 15,000            15,000          39,351           (24,351)         

Interest income 150                 150               901                (751)              

Total revenues 15,150            15,150          40,252           (25,102)         

EXPENDITURES

Total expenditures -                  -                -                -                

EXCESS (DEFICIENCY) OF REVENUE

OVER (UNDER) EXPENDITURES 15,150$          15,150$        40,252$         (25,102)$       

Other financing sources (uses)

Transfer in -                  -                -                -                

Transfer out (30,000)           (30,000)         -                (30,000)         

Total other financing sources (uses) (30,000)           (30,000)         -                (30,000)         

NET CHANGE IN FUND BALANCE (14,850)$         (14,850)$       40,252           (55,102)$       

FUND BALANCES, BEGINNING OF YEAR (1,246,708)    

FUND BALANCE, END OF YEAR (1,206,456)$  
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The Deer Springs Fire Protection District was formed on December 15, 1981, and operates under the 

Health and Safety Code Sections 13801 – 13999 of the State of California, and provides fire protection 

services to an area of approximately 44 square miles.  The District’s administrative office and fire station 

is located at 8709 Circle R Drive, Escondido, California, 92026.  In addition the District operates a second 

fire station located at 1321 Deer Springs Road, San Marcos, California, and a third fire station located at 

10308 Meadow Glen Way East, Escondido, California.   

 

The Board of Directors for the fiscal year ended June 30, 2019, was composed of the following members: 

 

 

 Name       Office      Term Expires 

 

Bret Sealey    President   November 2020 

 

Jean Slaughter    Vice President   November 2022 

 

Mark Jackson     Treasurer   November 2020 

 

Brian Holley    Director   November 2022 

 

James Gordon       Director   November 2022
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Assessed valuation for properties within the Deer Springs Fire Protection District boundaries as 

provided by the County of San Diego: 

 

 
 

 

 

 

Secured Property 2,409,073,900$    

Unsecured Property 12,055,396          

Total Governmental Activities 2,421,129,296$    
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Board of Directors of the 

Deer Springs Fire Protection District 

Escondido, California 

 

In planning and performing our audit of the financial statements of the Deer Springs Fire Protection 

District for the year ended June 30, 2019, we considered the District’s internal control structure to 

determine our auditing procedures for the purpose of expressing an opinion on the financial statements 

and not to provide assurance on the internal control structure. 

 

Our consideration of the internal control would not necessarily disclose all matters in the internal 

control that might be material weaknesses under standards established by the American Institute of 

Certified Public Accountants.  A material weakness is a condition in which the design or operation of 

one or more of the internal control components does not reduce, to a relatively low level, the risk that 

errors or irregularities in amounts that would be material in relation to the basic financial statements 

being audited may occur and not be detected within a timely period by employees in the normal course 

of performing their assigned functions. 

 

We will review the status of these comments during our next audit engagement.  We will be pleased 

to discuss them in further detail at your convenience, to perform any additional study of these matters, 

or to assist you in implementing the recommendations.  We thank the District’s staff for its cooperation 

on this audit. 

 

Fechter & Company, Certified Public Accountants 

 

 

 

 

 

 

September 15, 2019 

Sacramento, CA 
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The Auditor’s Responsibility under U.S. Generally Accepted Auditing Standards 

 

As stated in our engagement letter dated July 4, 2019, our responsibility, as described by professional 

standards, is to plan and perform our audit to obtain reasonable, but not absolute assurance that the 

financial statements are free of material misstatement and are fairly presented in accordance with U.S. 

generally accepted accounting principles.  Because an audit is designed to provide reasonable, but not 

absolute assurance and because we did not perform a detailed examination of all transactions, there is 

a risk that material misstatements may exist and not be detected by us. 

 

In planning and performing our audit, we considered the District’s internal control over financial 

reporting in order to determine our auditing procedures for the purpose of expressing our opinion on 

the financial statements and not to provide assurance on the internal control over financial reporting. 

 

As part of obtaining reasonable assurance about whether the District financial statements are free of 

material misstatement, we performed tests of its compliance with certain provisions of laws, 

regulations, contracts and grants, noncompliance with which could have a direct and material effect on 

the determination of financial statement amounts.  However, providing an opinion on compliance with 

those provisions was not an objective of our audit. 

 

Significant Accounting Policies 

 

Management is responsible for the selection and use of appropriate accounting policies.  In accordance 

with the terms of our engagement letter, we will advise management about the appropriateness of 

accounting policies and their application.  The significant accounting policies used by the District are 

described in Note 1 to the financial statements.  No new accounting policies were adopted and the 

application of existing policies was not changed during the year.  We noted no transactions entered 

into by the District during the year that were both significant and unusual, and of which, under 

professional standards, we are required to inform you, or transactions for which there is a lack of 

authoritative guidance or consensus. 

 

Internal Control Related Matters 

 

In any smaller entity, whether private enterprise or a governmental agency, the lack of segregation of 

duties can present potential issues in regards to the perpetuation and concealment of fraud.  Even with 

a perfect segregation of duties frauds can be perpetuated and concealed.  The District can perform some 

specific control procedures to help reduce the risk of fraud, however.  Some of the controls would 

include: 

 

• Having someone independent of the bank reconciliation function review the bank statements on a 

monthly basis.  At this District it would mean someone independent of the accounting function 

reviewing the county reports and multitude of bank accounts and bank reconciliations. 

• Examining a budget to actual report on a frequent basis. 

• Comparing the financial statements on a detailed level to the prior year on a frequent basis. 

• Requiring someone independent of the payroll process review payroll on a bi-weekly  basis, 

checking for accuracy of pay rates, paid time off recorded, etc. 
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• Verifying that a second person is approving all disbursement activity and that an individual 

independent of the accounting function is signing checks and asking questions about invoices 

presented for payment. 

• Frequently displaying “professional skepticism” when considering staff responses on District 

finances. 

 

California Government Code Section 12422.5 required the State Controller’s office to develop internal 

control guidelines applicable to each local agency by January 1, 2015.  The intent of the legislation 

was to assist local agencies in establishing a system of internal control to safeguard assets and prevent 

and detect financial errors and fraud.  To this end, the State Controller’s Office has produced a report 

of control guidelines for local Agencies.  As the District contemplates changes to its system of internal 

control, we advise in utilizing these guidelines when developing internal procedures to assist with your 

internal control processes. 

 

The State Controller’s office has defined internal controls into five components that work together in 

an integrated framework.  Their guidelines were adopted from the definitions and descriptions 

contained in Internal Control – Integrated Framework, published by the Committee of Sponsoring 

Organizations of the Treadway Commission (COSO).  The components are: 

 

• Control Environment 

• Risk Assessment 

• Control Activities 

• Information and Communication 

• Monitoring Activities 

 

The objective of control environment is the set of standards, processes, and structures that provided 

the basis for carrying out internal control across the entity.  The governing board and management 

establish the “tone at the top” regarding the importance of internal control, including expected 

standards of conduct which then cascade down through the various levels of the organization and have 

a strong effect on the overall system of internal control. 

 

A District’s Risk Assessment process includes how management identifies risks (including fraud risk) 

relevant to the preparation and fair presentation of the financial statements in accordance with the 

District’s applicable financial reporting framework.  In addition, this would also involve areas of 

business and operational risk which could potentially affect the District’s finances on a go-forward 

basis. 

 

The District’s risk assessment process is an extremely important activity the board and management 

should undertake.  Every organization, public or private, faces business risks on a day to day basis.  

Identifying those risks and then acting on them in a timely manner may prevent future problems from 

becoming completely unmanageable.   

 

Management should consistently attempt to identify risks that exist and then present those risks to the 

board for action.  It is impossible for us to identify every potential risk that exists but either way, 

management and the board should proactively attempt to identify risks that could adversely affect the 

District’s operations. 
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Control Activities are in reference to establishing policies and procedures that achieve management 

directives and respond to identified risks in the internal control system.  These are specific procedures 

designed to perform a secondary review of internal processes that will allow for segregation of duties 

and a management level review of processed transactions. 

 

Information and Communication are the District’s methods of identifying what information is relevant 

to present to management and the board to assist the District in making the correct decisions.  It also 

is in reference to the District’s internal processes of gathering and summarizing that information. 

 

 

Monitoring involves evaluating the effectiveness of controls on an on-going basis and taking remedial 

actions when necessary when identified by the other control procedures in place.  On-going monitoring 

activities often are built into the normal recurring activities of a local government and include regular 

management and supervisory activities.   

 

There is no catch-all for finding all instances of fraud within any entity, whether public or private.  One 

of the key factors in helping prevent fraud is to encourage ethical behavior at all levels of the 

organization, i.e., “tone at the top”.  Another key would be to note instances of abnormal behavior of 

finance or accounting staff when questioned about District financial matters.   

 

The District should remember that they have outside resources available in the case of fraud – they are 

able to contact District auditor, their attorney, or county auditor-controller should anyone feel there is 

a chance of fraud or abuse. 

 

Accounting Estimates 

 

Accounting estimates are an integral part of the financial statements prepared by management and are 

based on management’s knowledge and experience about past and current events and assumptions 

about future events.  Certain accounting estimates are particularly sensitive because of their 

significance to the financial statements and because of the possibility that future events affecting them 

may differ significantly from those expected.  The most sensitive estimate(s) affecting the financial 

statements were: 

 

• Accrual and disclosure of compensated absences 

• Capital asset lives and depreciation expense 

 

Audit Adjustments 

 

For purposes of this letter, professional standards define an audit adjustment as a proposed correction 

of the financial statements that, in our judgment, may not have been detected except through our 

auditing procedures.  An audit adjustment may or may not indicate matters that could have a significant 

effect on the District’s financial reporting process (that is, cause future financial  

statements to be materially misstated).   
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The following audit adjustments, in our judgment, indicate matters that could have a significant effect 

on the District’s financial reporting process: 

 

• Posting of all GASB 34 entries on behalf of the district 

• Reclassification of insurance proceeds received 

• Recording donated assets 

 

Disagreements with Management 

 

For purposes of this letter, professional standards define a disagreement with management as a matter, 

whether or not resolved to our satisfaction, concerning a financial accounting, reporting, or auditing 

matter that could be significant to the financial statements or the auditor’s report.  We are pleased to 

report that no such disagreements arose during the course of our audit. 

 

Consultations with Other Independent Auditors 

 

In some cases, management may decide to consult with other accountants about auditing and 

accounting matters, similar to obtaining a “second opinion” on certain situations.  If a consultation 

involves application of an accounting principle to the governmental unit’s financial statements or a 

determination of the type of auditor’s opinion that may be expressed on those statements, our 

professional standards require the consulting accountant to check with us to determine that the 

consultant has all the relevant facts.  To our knowledge, there were no such consultations with other 

accountants. 

 

Issues Discussed Prior to Retention of Independent Auditors 

 

We generally discuss a variety of matters, including the application of accounting principles and 

auditing standards, with management each year prior to retention as the District’s auditors. However,  

these discussions occurred in the normal course of our professional relationship and our responses were 

not a condition to our retention. 

 

Difficulties Encountered in Performing the Audit 

 

We encountered no significant difficulties in dealing with management in performing our audit. 
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INDEPENDENT AUDITORS’ REPORT 


 


 


Board of Directors 


Deer Springs Fire Protection District 


Escondido, California 


 


Report on the Financial Statements 


 


We have audited the accompanying financial statements of the governmental activities and each major 


fund of Deer Springs Fire Protection District, as of and for the fiscal year ended June 30, 2019 and the 


related notes to the financial statements, which collectively comprise the Deer Springs Fire Protection 


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 consolidated financial 


statements in accordance with accounting principles generally accepted in the United States of 


America; this includes the design, implementation, and the maintenance of internal control relevant to 


the preparation and fair presentation of financial statements that are free from material misstatement, 


whether due to fraud or error. 


 


Auditor’s Responsibility 


 


Our responsibility is to express an opinion on these financial statements based on our audit. We 


conducted our audit in accordance with auditing standards generally accepted in the United States of 


America and the State Controller’s Minimum Audit Requirements for California Special Districts. 


Those standards require that we plan and perform the audit to obtain reasonable assurance about 


whether the financial statements are free from material misstatement.   


 


An audit involves performing procedures to obtain audit evidence about the amounts and disclosures 


in the financial statements. The procedures selected depend on the auditor’s judgment, including the 


assessment of the risks of material misstatement of the financial statements, whether due to fraud or 


error. In making those risk assessments, the auditor considers internal control relevant to the entity’s 


preparation and fair presentation of the consolidated 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 consolidated financial statements. 


 


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


our audit opinions. 
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Opinion 


In our opinion, the financial statements referred to above present fairly, in all material respects, the 


respective financial position of the governmental activities and each major fund of the Deer Springs 


Fire Protection District, as of June 30, 2019, and the respective changes in financial  position for the 


fiscal year then ended in accordance with accounting principles generally accepted in the United States 


of America, as well as accounting systems prescribed by the State Controller’s Office and state 


regulations governing special districts. 


Other Matters 


Required Supplementary Information 


Accounting principles generally accepted in the United States of America require that the 


management’s discussion on pages 3 through 7 and analysis and budgetary comparison information on 


pages 26 and 27 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 be an essential part of financial reporting for placing the basic financial 


statements in an appropriate operational, economic, or historical context. We have applied certain 


limited procedures to the required supplementary information in accordance with auditing standards 


generally accepted in the United States of America, which consisted of inquiries of management about 


the methods of preparing the information and comparing the information for consistency with 


management’s responses to our inquiries, the basic financial statements, and other knowledge we 


obtained during our audit of the basic financial statements. We do not express an opinion or provide 


any assurance on the information because the limited procedures do not provide us with sufficient 


evidence to express an opinion or provide any assurance. 


Other Information 


Our audit was conducted for the purpose of forming opinions on the financial statements that 


collectively comprise Deer Springs Fire Protection District basic financial statements. The other 


supplementary information, as listed in the table of contents, are presented for purposes of additional 


analysis is not a required part of the basic financial statements.  


The organizational structure schedule and assessed valuation have not been subjected to the auditing 


procedures applied in the audit of the basic financial statements and, accordingly, we do not express 


an opinion or provide any assurance on it.  


Fechter & Company, CPAs 


Sacramento, CA  


September 15, 2019 
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As management of the Deer Springs Fire Protection District (District), we offer readers of the District’s 


Financial Statements this narrative overview and analysis of the financial activities of the District for 


the fiscal year ended June 30, 2019. We encourage readers to consider the information presented here 


in conjunction with the District’s basic financial statements and accompanying notes, which begin 


immediately following the analysis. This annual financial report consists of three main parts: 


Management’s Discussion and Analysis, (2) Basic Financial Statements, and (3) Required 


Supplementary Information. 


 


These financial statements consist of a series of financial statements prepared in accordance with the 


Governmental Accounting Standards Board Statement 34, Basic Financial Statements – Management 


Discussion and Analysis for State and Local Governments.  


 


FINANCIAL HIGHLIGHTS 


 


• The District’s net position was $13,771,168. 


• The increase in net position for the fiscal year was $599,888. 


• The District had an excess of revenue over expenditures in the General Fund (before transfers) 


in the amount of $767,123 in the current fiscal year compared to $897,538 in the previous fiscal 


year. 


• This fiscal year the District had $684,624 worth of additions to capital assets compared to 


$563,108 in the previous fiscal year. 


• The District’s General Fund Budget for this fiscal year showed an excess of revenues over 


expenditures (before transfers) of $255,070 compared to the actual amount of an excess of 


revenues over expenditures of $767,123. 


 
OVERVIEW OF THE FINANCIAL HIGHLIGHTS 


 


The discussion and analysis is intended to serve as an introduction to the District’s basic financial 


statements. 


 


Basic Financial Statements 


 


The basic financial statements include government-wide financial statements and fund statements. The two 


sets of statements are tied together by reconciliations showing why they differ.  


 


The District as a whole is reported in the government-wide statements and uses accounting methods similar 


to those used by companies in the private sector. 


 


More detailed information about the District’s most significant funds – not the District as a whole is 


provided in the fund financial statements. Funds are accounting devices the District uses to keep track of 


specific sources of funding and spending on programs.  
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OVERVIEW OF THE FINANCIAL HIGHLIGHTS (continued) 


 


The Statements of Net Position, a government-wide statement, presents information on all of the District’s 


assets and liabilities, with the difference between the two 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, a government-wide statement, 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 Balance Sheet for governmental funds presents financial information by fund type showing money 


left at fiscal year-end available for spending. 


 


The Notes to the Basic Financial Statements and the Discussion and Analysis support these financial 


statements. 


 


In addition to the basic financial statements and notes, this report also presents required supplementary 


information – assessed property valuation and organizational structure. 


 


 
GOVERNMENT-WIDE FINANCIAL ANALYSIS 


 


The District’s overall financial position continues to be extremely strong as evidenced by the fact that 78% 


of its net position is in cash. 


 


Statement of Net Position 


 


A summary of the District’s Statement of Net Position is presented in Table 1 below for the fiscal year and 


the prior fiscal year. The Statement of Net Position presents the District’s financial position relating to its 


assets and liabilities. Assets in excess of liabilities, the Net Position, for fiscal year 2018-2019 increased 


$599,888 over fiscal year 2017-2018. 


 


Net position may serve, over time, as a useful indicator of a government’s financial position. In the case of 


the District, Assets exceeded Liabilities by $13,771,168 as of June 30, 2019.  A significant portion of the 


District’s net position is its investment in capital assets (e.g. land, structures and improvements, engines 


and vehicles, and equipment). The District uses these capital assets to provide services to its constituents; 


consequently, these assets are not available for future spending.  
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GOVERNMENT-WIDE FINANCIAL ANALYSIS (continued) 


 
Statement of Net Position (continued) 


 


The District’s financial position is the product of several financial transactions including the net results of 


activities, the acquisition and the disposal of capital assets, and the depreciation of capital assets. 


 


Condensed Statement of Net Position, Table 1 


 


 
Statement of Activities 


 


• The District’s total revenues for the fiscal year ended June 30, 2019, excluding the inter-fund 


transfers, increased to $6,149,085 from $6,029,759 for the preceding fiscal year. 


 


• The District’s total expenses increased by $264,309. 


 


• The excess of revenues over expense was $599,888. 


 


 


 


 


 


2019 2018


ASSETS


Current assets 11,431,723$  10,716,470$  


Capital assets, net of depreciation 2,349,855      2,403,867     


TOTAL ASSETS 13,781,578    13,120,337    


LIABILITIES


Current liabilities 10,410          29,057          


Long-term debt -               -              


TOTAL LIABILITIES 10,410          29,057          


NET POSITION


Capital assets, net 2,349,855      2,403,867     


Unrestricted 11,421,313    10,687,413    


TOTAL NET POSITION 13,771,168$  13,091,280$  
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GOVERNMENT-WIDE FINANCIAL ANALYSIS (continued) 


 


Statement of Activities (continued) 


 


The following table presents a summary of the Statement of Activities for the fiscal year ended June 30, 


2019: 


 


Condensed Statement of Activities, Table 2 
 


 
 


 


 


 


 


 


 


 


 


 


 


 


 


 


 


 


 


 


 


Program revenues:


Charges for services 5,347,074$     5,384,093$     


Operating grants and contributions -               -                


Mitigation fees 39,351           44,827           


General revenues 752,470         600,839         


Total revenues 6,138,895      6,029,759       


EXPENDITURES


Fire protection - operations 5,258,961      5,033,987       


Administration and depreciation 280,046         240,911         


Total expenditures 5,539,007      5,274,898       


CHANGE IN NET POSITION 599,888$       754,861$       
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CAPITAL ASSET AND DEBT ADMINISTRATION 


 


Capital Assets 


 


Changes in Capital Assets, Table 3 


 


 
Long-Term Liabilities 


 


The District has $10,447 in compensated absences. 


 
FACTORS BEARING ON THE DISTRICT’S FUTURE 


 


The current and anticipated growth in new development in the District together with the constant increases 


in the annual costs of providing public fire protection services and emergency medical services requires the 


District to balance its level of service capabilities with its available financial resources. The District is 


exploring alternative means to improve response times and to decrease ISO ratings while maintaining its 


current service levels.  


 


CONTACTING THE DISTRICT 


 


This financial report is designed to provide the Board, governmental agencies, customers, creditors, 


and the public with a general overview of the District’s accountability for the financial resources it 


manages. If there are questions regarding this report, or additional financial information is required, 


please contact the District Administrator for the Deer Springs Fire Protection District at 8709 Circle R 


Drive, Escondido, CA 92026 or call (760) 749-8001. 


 


2019 2018


Land 764,065$      764,065$      


Structures and improvements 2,512,797      2,522,986     


Apparatus and trucks 2,102,103      2,000,689     


Equipment 500,183        1,182,563     


Less:  accumulated depreciation (3,529,303)    (4,066,436)    


Capital assets, net 2,349,845$    2,403,867$    







STATEMENT OF NET POSITION 


JUNE 30, 2019


Governmental 


Activities


ASSETS


Current assets


Cash in county treasury 11,183,920$          


Cash in banks 12,796                   


Accounts receivable 235,007                 


Total current assets 11,431,723            


Capital assets, net 2,349,855              


TOTAL ASSETS 13,781,578            


LIABILITIES


Current liabilities:


Accounts payable (37)                         


Noncurrent liabilities:


Due in more than one year 10,447                   


TOTAL LIABILITIES 10,410                   


NET POSITION


Net invested in capital assets 2,349,855              


Unrestricted 11,421,313            


NET POSITION 13,771,168$          


DEER SPRINGS FIRE PROTECTION DISTRICT
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The accompanying notes are an integral part of these financial statements







STATEMENT OF ACTIVITIES


FOR THE YEAR ENDED JUNE 30, 2019


Program Revenues


Net (Expense)


Operating Capital Revenue and


Charges for Contributions Contributions Change in 


Functions/Programs Expenses Services and Grants and Grants Net Position


Governmental Activities:


Public Safety 5,539,007$    5,347,074$    -$              -$            (191,933)$      


Total Governmental Activities 5,539,007$    5,347,074$    -$              -$            (191,933)        


General Revenues


Property taxes 488,155         


Mitigation fees 39,351           


Interest and investment earnings 167,566         


Grant revenues 11,885           


Gain (loss) on disposal of asset (32,007)          


Miscellaneous 116,871         


Total general revenues 791,821         


Change in net position 599,888         


Net position at beginning of fiscal year 13,091,280    


Prior period adjustment (Note 9) 80,000           


Net position at end of fiscal year 13,771,168$  


DEER SPRINGS FIRE PROTECTION DISTRICT
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The accompanying notes are an integral part of these financial statements







General Capital Mitigation 


Fund Projects Fund Fund Total


ASSETS


Current assets


Cash in county treasury 6,083,483$  5,047,815$     52,622$         11,183,920$ 


Cash in banks 12,796         -                 -                12,796          


Accounts receivable 235,007       -                 -                235,007        


Due from other funds 1,259,078    -                 -                1,259,078     


TOTAL ASSETS 7,590,364$  5,047,815$     52,622$         12,690,801$ 


LIABILITIES AND FUND BALANCE


Current liabilities:


Accounts payable and accrued expenses (37)$             -$               -$              (37)$             


Due to other funds -               -                 1,259,078      1,259,078     


Total liabilities (37)               -                 1,259,078      1,259,041     


FUND BALANCES


Unassigned 7,590,401 5,047,815 (1,206,456)    11,431,760   


Total fund balance 7,590,401 5,047,815 (1,206,456)    11,431,760   


TOTAL LIABILITIES AND FUND BALANCES 7,590,364$  5,047,815$     52,622$         12,690,801$ 


DEER SPRINGS FIRE PROTECTION DISTRICT


BALANCE SHEET - GOVERNMENTAL FUNDS


JUNE 30, 2019
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The accompanying notes are an integral part of these financial statements







DEER SPRINGS FIRE PROTECTION DISTRICT


RECONCILIATION OF THE GOVERNMENTAL FUNDS 


BALANCE SHEET TO THE STATEMENT OF NET POSITION


JUNE 30, 2019


Total fund balances - governmental funds 11,431,760$     


In governmental funds, only current assets are reported.  


In the statement of net position, all assets are reported, 


including capital assets and accumulated depreciation.


Capital assets at historical cost, net 2,349,855         


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


are not reported in the funds.  Those liabilities consist of:


Accrued compensated absences (10,447)             


Net position of governmental activities 13,771,168$     
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The accompanying notes are an integral part of these financial statements







General  Capital  Mitigation  
Fund Projects Fund Fund Total


REVENUES


Property taxes 488,155$      -$              -$              488,155$        


Standby fees 1,711,746     -                -                1,711,746       


Fire suppression assessment 2,814,202     -                -                2,814,202       


Mitigation fees -                -                39,351           39,351            


Interest income 99,066          67,599          901                167,566          


Fire protection services 757,708        -                -                757,708          


Grant revenues 11,885          -                -                11,885            


First response fees 63,418          -                -                63,418            


Proceeds from asset disposal 11,000          495,584        506,584          


Other revenue 70,905          45,966          -                116,871          


Total revenues 6,028,085     609,149        40,252           6,677,486       


EXPENDITURES


Current:


Salaries and benefits 165,605        -                -                165,605          


Dues and subscriptions 1,250            -                -                1,250              


Fuel and oil 30,119          -                -                30,119            


Grant expenditures 2,481            -                -                2,481              


County services and fees 12,967          -                -                12,967            


Insurance 28,865          -                -                28,865            


CDF contract 4,796,023     -                -                4,796,023       


Maintenance and supplies - station 54,524          -                -                54,524            


Maintenance - equipment 2,552            -                -                2,552              


Maintenance - vehicles 87,756          -                -                87,756            


Office expense 4,395            -                -                4,395              


Professional services 18,458          -                -                18,458            


Printing 1,019            -                -                1,019              


Travel 140               -                -                140                 


Utilities 52,453          -                -                52,453            


Miscellaneous 355               -                -                355                 


Capital outlay 2,000            682,624        -                684,624          


Total expenditures 5,260,962     682,624        -                5,943,586       


EXCESS (DEFICIENCY) OF REVENUE


OVER (UNDER) EXPENDITURES 767,123        (73,475)         40,252           733,900          


Other financing sources (uses)


Transfer in -                743,086        -                743,086          


Transfer out (743,086)       -                -                (743,086)        


Total other financing sources (uses) (743,086)       743,086        -                -                 


NET CHANGE IN FUND BALANCE 24,037          669,611        40,252           733,900          


FUND BALANCES, BEGINNING OF YEAR 7,566,364     4,378,204 (1,246,708)     10,697,860     


FUND BALANCE, END OF YEAR 7,590,401$   5,047,815$   (1,206,456)$   11,431,760$   


DEER SPRINGS FIRE PROTECTION DISTRICT


STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCES


GOVERNMENTAL FUNDS


FOR THE YEAR ENDED JUNE 30, 2019
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The accompanying notes are an integral part of these financial statements







DEER SPRINGS 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 JUNE 30, 2019


The schedule below reconciles the Net Changes in Fund Balances reported on the Governmental Funds


Statement of Revenues, Expenditures, and Change in Fund Balances, which measures only changes in 


current assets and current liabilities on the modified accrual basis, with the Change in Net Position of


Governmental Activities reported in the Statement of Activities, which is prepared on the full accrual basis.


NET CHANGE IN FUND BALANCES 733,900$          


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


  following:


Governmental funds report capital outlays as expenditures.  However, in the Statement of Activities 


the cost of those assets is capitalized and allocated over their estimated useful lives and reported


as depreciation expense.


Capital outlay expenditures are therefore added back to fund balances 684,424            


Depreciation expense not reported in governmental funds (280,045)          


Differences in disposal of capital assets (538,390)          


The amounts below included in the Statement of Activities do not provide or require the use of 


current financial resources and therefore are not reported as revenue or expenditures in governmental


funds (net change):


Change in compensated absences -                   


CHANGE IN NET POSITION OF GOVERNMENTAL ACTIVITIES 599,889$          
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NOTE 1: SIGNIFICANT ACCOUNTING POLICIES 


 


The accounting policies of the Deer Springs Fire Protection District (“the District”) conform to 


accounting policies generally accepted in the United States of America as applicable to governments 


and to general practice within California Special Districts. The District accounts for its financial 


transactions in accordance with the policies and procedures of the State Controller’s Office Division 


of Local Government Fiscal Affairs Minimum Audit Requirements and Reporting Guidelines for 


California Special Districts. 


 


Reporting Entity 


 


The District’s financial statements include the accounts of all its operations. The District evaluated 


whether any other entity should be included in these financial statements. The criteria for including 


organizations as component units within the District’s reporting entity, as set forth in Governmental 


Accounting Standards Board (“GASB”) Statement No. 14, The Financial Reporting Entity, as 


amended by GASB Statement No. 39 Determining Whether Certain Organizations are Component 


Units, and GASB Statement No. 61, The Financial Reporting Entity: Omnibus – An Amendment of 


GASB Statements No. 14 and 34, include whether:  


 


• The organization is legally separate (can sue and be sued in its name) 


• The District holds the corporate powers of the organization 


• The District appoints a voting majority of the organization’s board 


• The District is able to impose its will on the organization 


• The organization has the potential to impose a financial benefit/burden on the District 


• There is fiscal dependency by the organization on the District 


• It would be misleading or cause the financial statements to be incomplete to exclude another 


organization 


 


Based on these criteria, the District has no component units. Additionally, the District Is not a 


component unit of any other reporting entity as defined by the GASB statement. 


 


Basis of Presentation, Basis of Accounting 


 


Basis of Presentation 


 


Government-Wide Statements: The statement of net assets and the statement of activities include the 


financial activities of the overall government, except for fiduciary activities. Eliminations have been 


made to minimize the double-counting of internal activities. These statements distinguish between the 


governmental and business-type activities of the District. Governmental activities generally are 


financed through taxes, intergovernmental revenues, and other nonexchange transactions. Business-


type activities are financed in whole or in part by fees charged to external parties. The District has no 


business-type activities.  
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NOTE 1: SIGNIFICANT ACCOUNTING POLICIES (continued) 


 


Basis of Presentation, Basis of Accounting (continued) 


 


Basis of Presentation (continued) 


 


The statement of activities presents a comparison between direct expenses and program revenues for 


each function of the District’s governmental activities. Direct expenses are those that are specifically 


associated with a program or function and, therefore, are clearly identifiable to a particular function. 


The District does not allocate indirect expenses in the statement of activities. Program revenues include 


(a) fees, fines, and charges paid by the recipients of goods or services offered by the programs and 


(b) grants and contributions that are restricted to meeting the operational or capital requirements of a 


particular program. Revenues that are not classified as program revenues, including all taxes, are 


presented as general revenues. 


 


Fund Functional Statements 


 


The fund functional statements provide information about the District’s funds, with separate presented 


for each fund category. The emphasis of fund financial statements is on major government funds, each 


displayed in a separate column. All remaining governmental funds are aggregated and reported as non-


major funds.  


 


The District reports the following major governmental funds: 


 


• The General Fund is the general operating fund of the District. It accounts for all financial 


resources of the District not accounted for and reported in another fund. 


• The Capital Projects Fund exists primarily to provide for the accumulation of General Fund 


monies for capital outlay projects. 


• The Fire Mitigation Fund is used for fees collected that can only be used to purchase capital 


assets due to new development. 


 


Non-major governmental funds: 


 


• The District did not have any non-major governmental funds. 


 


Measurement Focus, Basis of Accounting 


 


Government-Wide and Fiduciary Fund Financial Statements: These financial statements are reported 


using the economic resources measurement focus. They are reported using the accrual basis of 


accounting. Revenues are recorded when earned and expenses are recorded at the time liabilities are 


incurred, regardless of when the related cash flows take place. Nonexchange transactions, in which the 


District gives (or receives) value without directly receiving (or giving) equal value in exchange, include 


property taxes, grants, entitlements, and donations. On an accrual basis, revenue from property taxes 


is recognized in the fiscal year for which the taxes are levied. Revenue from grants, entitlements, and 


donations is recognized in the fiscal year in which all eligibility requirements have been satisfied. 
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NOTE 1: SIGNIFICANT ACCOUNTING POLICIES (continued) 


 


Basis of Presentation, Basis of Accounting (continued) 


 


Measurement Focus, Basis of Accounting (continued) 


 


Government Fund Financial Statements: Governmental funds are reported using the current financial 


resources measurement focus and the modified accrual basis of accounting. Under this method, 


revenues are recognized when measurable and available. The District does not consider revenues 


collected after 60 days of its fiscal-year end to be available in the current period to fund its 


expenditures. Revenues from local sources consist primarily of property taxes. Property tax revenues 


and revenues received from the State are recognized under the susceptible-to-accrual concept. 


Miscellaneous revenues are recorded as revenue when received in cash because they are generally not 


measurable until actually received. Investment earnings are recorded as earned, since they are both 


measurable and available. Expenditures are recorded when the related fund liability is incurred, except 


for principal and interest on general long-term debt, claims and judgements, and compensated 


absences, which are recognized as expenditures to the extend they have matured. General capital asset 


acquisitions are reported as expenditures in governmental funds. Proceeds of general long-term debt 


and acquisitions under capital leases are reported as other financing sources. 


 


When the District incurs expenditures or expenses for which both restricted and unrestricted resources 


may be used, it is the District’s policy to use restricted resources first, then unrestricted resources.  


 


Encumbrances 


 


Encumbrance accounting is used in all budgeted funds to reserve portions of applicable appropriations 


for which commitments have been made. Encumbrances are recorded for purchase orders, contracts, 


and other commitments when they are written. Encumbrances are liquidated when the commitments 


are paid. All encumbrances are liquidated as of June 30. 


 


Budgets and Budgetary Accounting 


 


Annual budgets are adopted on a basis consistent with generally accepted accounting principles for all 


governmental funds. By state law, the District’s governing board must adopt a final budget no later 


than July 1. A public hearing must be conducted to receive comments prior to adoption. The District’s 


governing board satisfied these requirements.  


 


These budgets are revised by the District’s governing board and district administrator during the fiscal 


year to give consideration to unanticipated income and expenditures.  
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NOTE 1: SIGNIFICANT ACCOUNTING POLICIES (continued) 


 


Budgets and Budgetary Accounting (continued) 


 


Formal budgetary integration was used as a management control device during the fiscal year for all 


budgeted funds. The District employs budget control by minor object and by individual appropriation 


accounts. Expenditures cannot legally exceed appropriations by major object code. All appropriations 


lapse at fiscal year-end. 


 


Deferred Inflows and Outflows of Resources 


 


Pursuant to GASB Statement No. 63, “Financial Reporting of Deferred Outflows of Resources, Deferred 


Inflows of Resources, and Net Position,” the District recognizes deferred outflows and inflows of 


resources.   


 


In addition to assets, the Statement of Financial Position will sometimes report a separate section for 


deferred outflows of resources.  A deferred outflow of resources is defined as a consumption of net position 


by the District that is applicable to a future reporting period.   


 


In addition to liabilities, the Statement of Financial Position will sometimes report a separate section for 


deferred inflows of resources.  A deferred inflow of resources is defined as an acquisition of net position 


by the District that is applicable to a future reporting period.   


 


The District does not presently report any deferred inflows or outflows of resources. 


 


Assets, Liabilities, and Equity 


 


Cash 


 


Cash balances held in banks are insured to $250,000 by the Federal Deposit Insurance Corporation. As 


of June 30, 2019, the District had no uninsured funds. 


 


The District maintains the majority of its cash in the San Diego County (“County”) Treasury. The 


County pools these funds with those of other districts in the county and invests the cash. These pooled 


funds are carried at market value. Interest earned is deposited quarterly into participating funds. Any 


investment losses are proportionately shared by all funds in the pool. 


 


The county is authorized to deposit cash and invest excess funds by California Government Code 


Section 53648 et. seq. 
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NOTE 1: SIGNIFICANT ACCOUNTING POLICIES (continued) 


 


Assets, Liabilities, and Equity (continued) 


 


Cash (continued) 


 


Information regarding the amount of dollars invested in derivatives with San Diego County Treasury 


indicates the amount was less than 1% for the fiscal year ended June 30, 2019.  More information can 


be obtained by contacting the San Diego County Auditor-Controller’s office. 


 


Capital Assets 


 


Purchased or constructed capital assets are reported at cost or estimated historical cost. Donated fixed 


assets are recorded at their estimated fair value at the date of the donation. 


 


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


extend the assets’ lives are not capitalized. A capitalization threshold of $5,000 is used. 


 


Capital assets are being depreciated using the straight-line method over the following estimated useful 


lives: 


 


Asset Class Estimated Useful Life 


Land N/A 


Structures and Improvements 20-30 


Equipment and Vehicles 5-30 


 


 


Compensated Absences 


 


Accumulated unpaid employee vacation benefits are recognized as liabilities of the District. As of 


June 30, 2019, compensated absences was $10,447. 


 


Accumulated sick leave benefits are not recognized as liabilities of the District. The District’s policy 


is to record sick leave as an operating expense in the period taken since such benefits do not vest nor 


is payment probable.  


 


Unearned Revenue 


 


Cash received for federal and state special projects and programs is recognized as revenue to the extent 


that qualified expenditures have been incurred. Unearned revenue is recorded to the extent cash 


received, on specific projects and programs, exceeds qualified expenditures. As of June 30, 2019, the 


District did not have any unearned revenue. 
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NOTE 1: SIGNIFICANT ACCOUNTING POLICIES (continued) 


 


Interfund Activity 


 


Interfund activity results from loans, services provided, reimbursements or transfers between funds. 


Loans are reported as interfund receivables and payables as appropriate and are subject to elimination 


upon consolidation. Reimbursements occur when one fund incurs a cost, charges the appropriate 


benefiting fund and reduces its related cost as a reimbursement. 


 


All other interfund transactions are treated as transfers. Transfers In and Transfers Out are netted and 


presented as a single “Transfers” line on the government-wide statement of activities. Similarly, 


interfund receivable and payables are netted and presented as a single “Internal Balances” line of the 


government-wide statement of net position. 


 


Property Taxes 


 


Secured property taxes attach as an enforceable lien on property as of January 1. Taxes are payable in 


two installments on November 1 and February 1. Unsecured property taxes are payable in one 


installment on or before August 31. The County of San Diego bills and collects the taxes for the 


District.  


 


The District receives property taxes under the Teeter Plan, whereby the County determines the amount 


due and pays the District ratably throughout the year with the County bearing the risk of delinquent 


property taxes and retaining any interest and penalties thereon.  


 


Fund Balance Reserves and Designations 


 


The government-wide financial statements utilize a net position presentation. Net position is 


categorized as net investment in capital assets, restricted and unrestricted. 


 


• Net Investment in Capital Assets groups all capital assets into one component of net position. 


Accumulated depreciation on these assets and the outstanding principal of any related debt in 


this category. 


• Restricted Net Position represents external restrictions imposed by creditors, grantors, 


contributors, or laws and regulations of other governments and restrictions imposed by law 


through constitutional provisions or enabling legislation. 


• Unrestricted Net Position represents the remaining net position of the District that does not 


meet the definition of the above two categories. 


 


The District has adopted GASB Statement No. 54 (“GASB No. 54”), Fund Balance Reporting and 


Governmental Fund Type Definitions. This Statement defines the different types of fund balances that 


a governmental entity must use for financial purposes. 
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NOTE 1: SIGNIFICANT ACCOUNTING POLICIES (continued) 


 


Fund Balance Reserves and Designations (continued) 


 


 GASB No. 54 requires the fund balance amounts to be properly reported within one of the fund 


balances categories listed below: 


 


• Nonspendable, such as fund balance associated with revolving funds, inventories, prepaids, 


long-term loans and notes receivable, and property held for resale. 


• Restricted fund balance category includes amounts that can be spent only for the specific 


purposes stipulated by constitution, external resource providers, or through enabling 


legislation.  


• Committed fund balance classification includes amounts that can be used for the specific 


purposes determined by a formal action of the Board of Directors. 


• Assigned fund balance classification are intended to be used by the entity for specific purposes, 


but do not meet the criteria to be classified as restricted or committed. 


• Unassigned fund balance is the residual classification for the entity’s general fund and includes 


all spendable amounts not contained in the other classification. 


 


When the District incurs an expenditure or expense for which both restricted and unrestricted 


resources may be used, it is the District’s policy to use restricted sources first, then unrestricted 


resources. When the District incurs an expenditure or expense for which committed, assigned, or 


unassigned amounts may be used, it is the District’s policy that committed amounts would be 


reduced first, followed by assigned amounts, and then unassigned amounts. 


 


Use of Estimates 


 


The preparation of financial statements in conformity with generally accepted accounting 


principles requires management to make estimates and assumptions that affect certain reported 


amounts and disclosures. Accordingly, actual results could differ from those estimates. 


 


Reclassifications 


 


Certain reclassifications have been made to the prior year information to conform to the current 


year presentation. 
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NOTE 1: SIGNIFICANT ACCOUNTING POLICIES (continued) 


 


Compliance and Accountability 


 


Finance-Related Legal and Contractual Provisions 


 


In accordance with GASB Statement No. 38, Certain Financial Statement Note Disclosures, violations 


of finance-related legal and contractual provisions, if any, are reported below, along with actions taken 


to address such violations.  


 


Violation Action Taken 


None Reported Not Applicable 


 


Deficit Fund Balance or Fund Net Position of Individual Funds 


 


Following are funds having deficit fund balances or fund net position at fiscal year-end, if any, along 


with remarks, which address such deficits: 


 


Fund Balance  Deficit Amount  Remarks 


     
Mitigation 


Fund 


 
 $    (1,206,456) 


 
The District utilized mitigation funds first and 


took a loan from the General Fund to pay for 


capital expenditures. The Mitigation Fund will pay 


back the General Fund as developer and mitigation 


fees come into the District. 
 


NOTE 2: CASH 


 


Cash in County Treasury 


 


The District maintains its cash in the County Treasury as part of the common investment pool of 


$11,183,920 as of June 30, 2019. 


 


The County Treasurer’s investments consist of 29.64% negotiable CDs, 24.36% commercial paper, 


24.0% federal agencies, 10.34% U.S. Treasury notes. 5.50% money market funds, 4.59% 


supranational. 0.65% FDIC CDs, 0.55% asset backed securities, and 0.03% repurchase agreements. 


The credit ratings for these investments included A1+/A1 by Moody’s Investor Service, and AAA/AA- 


by Standard and Poor’s. 
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NOTE 2: CASH (continued) 


 


Cash in Banks 


 


 Cash balances in banks ($12,796 as of June 30, 2019) are insured up to $250,000 by the Federal 


Deposit Insurance Corporation. As of June 30, 2019, the District had no uninsured funds. 


 


Analysis of Specific Deposits 


 


Cash of June 30, 2019, are classified in the accompanying financial statements as follows: 


 


Statement of Net Position: 


 


 
Custodial Credit Risk 


 


Custodial credit risk for deposits is the risk that, in the event of the failure of a depository financial 


institute, a government will not be able to recover its deposits or will not be able to recover collateral 


securities that are in the possession of an outside party. The California Government Code and the 


District’s investment policy do not contain legal or policy requirements that would limit the exposure 


to custodial credit risk for deposits, other than the following provision for deposits. The California 


Government Code requires that a financial institution secure deposits made by state or local 


governmental units by pledging securities in an undivided collateral pool held by a depository regulated 


under state law (unless so waived by the governmental unit). The market value of the pledged securities 


in the collateral pool must equal at least 110% of the total amount deposited by the public agencies. 


 


California law allows financial institutions to secure governmental agency deposits by pledging first 


trust deed mortgage notes having a value of 150% of the secured public deposits. 


 


Investment Accounting Policy 


 


The District is required by GASB Statement No. 31 Accounting and Financial Reporting for Certain 


Investment and for External Investment Pools, to disclose its policy for determining which investments, 


if any, are reported at amortized cost. The District’s general policy is to report money market 


investments and short-term participating interest-earning investment contracts at amortized cost and to 


report nonparticipating interest-earnings investment contracts using a cost-based measure. However, 


if the fair value of an investment is significantly affected by the impairment of the credit standing of 


the issuer or by other factors, it is reported at fair value. All other investments are reported at fair value 


unless a legal contract exists which guarantees a higher value.  


 


 


Credit Quality Rating


Cash in County Treasury Not Rated  $     11,183,920 


Cash in banks Not Rated 12,796             


Total Cash 11,196,716$     
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NOTE 2: CASH (continued) 


 


Analysis of Specific Deposits (continued) 


 


The term “short-term” refers to investments which have a remaining term of one year or less at time 


of purchase. The term “nonparticipating” means that the investment’s value does not vary with market 


interest rate changes. Nonnegotiable certificates of deposit are examples of nonparticipating interest-


earning investment contracts.  


 


The District’s investments in external investment pools are reported at an amount determined by the 


fair value per share of the pool’s underlying portfolio, unless the pool is 2a7-like, in which case they 


are reported at share value. A 2a7-like pool is one which is not registered with the Securities and 


Exchange Commission (“SEC”) as an investment company, but nevertheless has a policy that it will, 


and does, operate in a manner consistent with the SEC’s Rule 2a7 of the investment Company Act of 


1940. 


 


NOTE 3: INTERFUND BALANCES AND ACTIVITIES 


 


Due To and From Other Funds 


 


Balances due to and due from other funds at June 30, 2019, consisted of the following: 


 


 
The due to and due from other funds represents the amounts transferred between various funds for the 


payments of expense. The balances that are reflected in the financial statements represent both current 


and prior year’s accumulated transfers. As of June 30, 2019, the Board of Directors has indicated that 


repayment of transfers will be made at some future date. 


 


Due To and From Other Funds (conditioned) 


 


Transfers to and from other funds at June 30, 2019, consisted of the following: 


 


 
 


Due To Due From Amount Reason


Capital Projects Fund General Fund  $   1,259,078 Capital projects cost


Mitigation Fund General Fund -              Fund balance reduction


Total 1,259,078$   


Transfers To Transfers From Amount Reason


Capital Projects Fund General Fund  $   1,259,078 Capital projects cost


Mitigation Fund General Fund -              Fund balance reduction


Total 1,259,078$   
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NOTE 4: CAPITAL ASSETS 


 


Capital assets activity for the fiscal year ended June 30, 2019, were as follows: 


 


 
Total depreciation expense for the year was $280,046 and was all charged to the public safety function. 


 


NOTE 5: LONG-TERM DEBT 


 


Long-Term Obligation Activity 


 


Long-term obligations include debt and other long-term liabilities. Changes in long-term obligations 


for the fiscal year ended June 30, 2019, are as follows: 


 


 
 


  


Beginning Ending


Governmental Activities Balance Additions Deletions Adjustments Balance


Capital assets, not being depreciated:


Land 764,065$       -$           -$               764,065$     


Other non-depreciable assets 10,189 -             -       (10,189)          -               


Total capital assets, not being depreciated 774,254         -             -                 (10,189)          764,065       


Capital assets, being depreciated:


Structures and improvements 2,512,797      -             -                 -                 2,512,797    


Apparatus and trucks 2,000,689      551,375     (551,375)        101,425         2,102,114    


Equipment 1,182,563      133,249     -                 (815,630)        500,182       


Total capital assets, being depreciated 5,696,049      684,624     (551,375)        (714,205)        5,115,093    


Accumulated depreciation (4,066,437)     (280,046)    22,974           794,206         (3,529,303)   


Total capital assets being depreciated, net 1,629,612      404,578     (528,401)        80,001           1,585,790    


Capital assets, net of depreciation 2,403,866$    404,578$   (528,401)$      69,812$         2,349,855$  


Amounts


Due


Beginning Ending Within


Governmental Activities Balance Increases Decreases Balance One Year


Compensated abences 10,349$   98$          -$         10,447$   -$        


Total Governmental Activities 10,349$   98$          -$         10,447$   -$        
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NOTE 6: POST EMPLOYEE BENEFITS OTHER THAN PENSION BENEFITS 


 


Plan Description 


 


The District does not provide post-retirement health care benefits to current employees; however, two 


employees have maintained health insurance through the District in spite of there being no written 


plan. One employee is required to reimburse the District for amounts over a certain threshold, while 


the other employee is covered 100%.  The District has no written agreement or legal obligation to pay 


OPEB costs of these employees and thus believes it does not have a requirement to reporting under 


GASB Statement 75. 


 


NOTE 7: SIMPLE IRA PLAN 


 


The District offers its employees a savings incentive match plan for employees of small employers 


(Simple IRA). The plan is available to all eligible employees and permits them to defer a portion of 


their salary until future years. In addition, the District contributes $300 a month (maximum $3,600 per 


year) for each eligible employee. The District does not meet the criteria for fiduciary fund reporting 


since it does not have with significant administrative involvement (e.g. custody) or perform the 


investment function of the plan. The District contribution for the years ending June 30, 2019 and 2018 


was $3,600 for each year, respectively. 


 


 







DEER SPRINGS FIRE PROTECTION DISTRICT


GENERAL FUND


STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES IN FUND


BALANCE - BUDGET AND ACTUAL


FOR THE YEAR ENDED JUNE 30, 2019


Variance with


Budgeted Amounts Final Budget


Positive


REVENUES Original Final Actual (Negative)


Property taxes 407,200$        407,200$      488,155$      80,955$        


Standby fees 1,657,513       1,657,513     1,711,746     54,233          


Fire suppression assessment 2,658,664       2,658,664     2,814,202     155,538        


Mitigation fees 30,000            30,000          -                (30,000)         


Interest income 39,725            39,725          99,066          59,341          


Fire protection services 962,013          962,013        757,708        (204,305)       


Proceeds from asset disposal -                 -                11,000          11,000          


Grant revenues 11,696            11,696          11,885          189               


First response fees 12,500            12,500          63,418          50,918          


Other revenue 50,000            50,000          70,905          20,905          


Total revenues 5,829,311       5,829,311     6,028,085     198,774        


EXPENDITURES


Current:


Salaries and benefits 208,587          208,587        165,605        42,982          


Dues and subscriptions 6,500              6,500            1,250            5,250            


Fuel and oil 30,000            30,000          30,119          (119)              


Grant expenditures 22,309            22,309          2,481            19,828          


County services and fees 12,800            12,800          12,967          (167)              


Insurance 26,000            26,000          28,865          (2,865)           


CDF contract 4,939,145       4,939,145     4,796,023     143,122        


Maintenance and supplies - station 104,900          104,900        54,524          50,376          


Maintenance - equipment 34,000            34,000          2,552            31,448          


Maintenance - vehicles 95,000            95,000          87,756          7,244            


Office expense 20,500            20,500          4,395            16,105          


Professional services 14,200            14,200          18,458          (4,258)           


Printing 1,500              1,500            1,019            481               


Travel -                 -                140               (140)              


Utilities 53,800            53,800          52,453          1,347            


Miscellaneous 5,000              5,000            355               4,645            


Capital outlay -                2,000            (2,000)           


Total expenditures 5,574,241       5,574,241     5,260,962     313,279        


EXCESS (DEFICIENCY) OF REVENUE


OVER (UNDER) EXPENDITURES 255,070          255,070        767,123$      (114,505)       


Other financing sources (uses)


Transfer in -                -                -                


Transfer out (1,247,864)     (1,247,864)    (743,086)       (504,778)       


Total other financing sources (uses) (1,247,864)     (1,247,864)    (743,086)       (504,778)       


NET CHANGE IN FUND BALANCE (992,794)$      (992,794)$     24,037          (619,283)$     


FUND BALANCES, BEGINNING OF YEAR 7,566,364     
FUND BALANCE, END OF YEAR 7,590,401$   
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DEER SPRINGS FIRE PROTECTION DISTRICT


CAPITAL PROJECT FUND


STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES IN FUND


BALANCE - BUDGET AND ACTUAL


FOR THE YEAR ENDED JUNE 30, 2019


Variance with


Budgeted Amounts Final Budget


Positive


REVENUES Original Final Actual (Negative)


Interest income 10,000            10,000          67,599           (57,599)         


Total revenues 10,000            10,000          67,599           (57,599)         


EXPENDITURES


Capital outlay 388,000          388,000        682,624         (294,624)       


Total expenditures 388,000          388,000        682,624         (294,624)       


EXCESS (DEFICIENCY) OF REVENUE


OVER (UNDER) EXPENDITURES (378,000)         (378,000)       (615,025)       237,025        


Other financing sources (uses)


Transfer in 1,247,864       1,247,864     743,086         (504,778)       


Transfer out -                  -                -                -                


Total other financing sources (uses) 1,247,864       1,247,864     743,086         (504,778)       


NET CHANGE IN FUND BALANCE 869,864$        869,864$      128,061         (267,753)$     


FUND BALANCES, BEGINNING OF YEAR 4,378,204      


FUND BALANCE, END OF YEAR 4,506,265$    
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DEER SPRINGS FIRE PROTECTION DISTRICT


MITIGATION FUND


STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES IN FUND


BALANCE - BUDGET AND ACTUAL


FOR THE YEAR ENDED JUNE 30, 2019


Variance with


Budgeted Amounts Final Budget


Positive


REVENUES Original Final Actual (Negative)


Mitigation fees 15,000            15,000          39,351           (24,351)         


Interest income 150                 150               901                (751)              


Total revenues 15,150            15,150          40,252           (25,102)         


EXPENDITURES


Total expenditures -                  -                -                -                


EXCESS (DEFICIENCY) OF REVENUE


OVER (UNDER) EXPENDITURES 15,150$          15,150$        40,252$         (25,102)$       


Other financing sources (uses)


Transfer in -                  -                -                -                


Transfer out (30,000)           (30,000)         -                (30,000)         


Total other financing sources (uses) (30,000)           (30,000)         -                (30,000)         


NET CHANGE IN FUND BALANCE (14,850)$         (14,850)$       40,252           (55,102)$       


FUND BALANCES, BEGINNING OF YEAR (1,246,708)    


FUND BALANCE, END OF YEAR (1,206,456)$  
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The Deer Springs Fire Protection District was formed on December 15, 1981, and operates under the 


Health and Safety Code Sections 13801 – 13999 of the State of California, and provides fire protection 


services to an area of approximately 44 square miles.  The District’s administrative office and fire station 


is located at 8709 Circle R Drive, Escondido, California, 92026.  In addition the District operates a second 


fire station located at 1321 Deer Springs Road, San Marcos, California, and a third fire station located at 


10308 Meadow Glen Way East, Escondido, California.   


 


The Board of Directors for the fiscal year ended June 30, 2019, was composed of the following members: 


 


 


 Name       Office      Term Expires 


 


Bret Sealey    President   November 2020 


 


Jean Slaughter    Vice President   November 2022 


 


Mark Jackson     Treasurer   November 2020 


 


Brian Holley    Director   November 2022 


 


James Gordon       Director   November 2022
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Assessed valuation for properties within the Deer Springs Fire Protection District boundaries as 


provided by the County of San Diego: 


 


 
 


 


 


 


Secured Property 2,409,073,900$    


Unsecured Property 12,055,396          


Total Governmental Activities 2,421,129,296$    
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Board of Directors of the 


Deer Springs Fire Protection District 


Escondido, California 


 


In planning and performing our audit of the financial statements of the Deer Springs Fire Protection 


District for the year ended June 30, 2019, we considered the District’s internal control structure to 


determine our auditing procedures for the purpose of expressing an opinion on the financial statements 


and not to provide assurance on the internal control structure. 


 


Our consideration of the internal control would not necessarily disclose all matters in the internal 


control that might be material weaknesses under standards established by the American Institute of 


Certified Public Accountants.  A material weakness is a condition in which the design or operation of 


one or more of the internal control components does not reduce, to a relatively low level, the risk that 


errors or irregularities in amounts that would be material in relation to the basic financial statements 


being audited may occur and not be detected within a timely period by employees in the normal course 


of performing their assigned functions. 


 


We will review the status of these comments during our next audit engagement.  We will be pleased 


to discuss them in further detail at your convenience, to perform any additional study of these matters, 


or to assist you in implementing the recommendations.  We thank the District’s staff for its cooperation 


on this audit. 


 


Fechter & Company, Certified Public Accountants 


 


 


 


 


 


 


September 15, 2019 


Sacramento, CA 
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The Auditor’s Responsibility under U.S. Generally Accepted Auditing Standards 


 


As stated in our engagement letter dated July 4, 2019, our responsibility, as described by professional 


standards, is to plan and perform our audit to obtain reasonable, but not absolute assurance that the 


financial statements are free of material misstatement and are fairly presented in accordance with U.S. 


generally accepted accounting principles.  Because an audit is designed to provide reasonable, but not 


absolute assurance and because we did not perform a detailed examination of all transactions, there is 


a risk that material misstatements may exist and not be detected by us. 


 


In planning and performing our audit, we considered the District’s internal control over financial 


reporting in order to determine our auditing procedures for the purpose of expressing our opinion on 


the financial statements and not to provide assurance on the internal control over financial reporting. 


 


As part of obtaining reasonable assurance about whether the District financial statements are free of 


material misstatement, we performed tests of its compliance with certain provisions of laws, 


regulations, contracts and grants, noncompliance with which could have a direct and material effect on 


the determination of financial statement amounts.  However, providing an opinion on compliance with 


those provisions was not an objective of our audit. 


 


Significant Accounting Policies 


 


Management is responsible for the selection and use of appropriate accounting policies.  In accordance 


with the terms of our engagement letter, we will advise management about the appropriateness of 


accounting policies and their application.  The significant accounting policies used by the District are 


described in Note 1 to the financial statements.  No new accounting policies were adopted and the 


application of existing policies was not changed during the year.  We noted no transactions entered 


into by the District during the year that were both significant and unusual, and of which, under 


professional standards, we are required to inform you, or transactions for which there is a lack of 


authoritative guidance or consensus. 


 


Internal Control Related Matters 


 


In any smaller entity, whether private enterprise or a governmental agency, the lack of segregation of 


duties can present potential issues in regards to the perpetuation and concealment of fraud.  Even with 


a perfect segregation of duties frauds can be perpetuated and concealed.  The District can perform some 


specific control procedures to help reduce the risk of fraud, however.  Some of the controls would 


include: 


 


• Having someone independent of the bank reconciliation function review the bank statements on a 


monthly basis.  At this District it would mean someone independent of the accounting function 


reviewing the county reports and multitude of bank accounts and bank reconciliations. 


• Examining a budget to actual report on a frequent basis. 


• Comparing the financial statements on a detailed level to the prior year on a frequent basis. 


• Requiring someone independent of the payroll process review payroll on a bi-weekly  basis, 


checking for accuracy of pay rates, paid time off recorded, etc. 
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• Verifying that a second person is approving all disbursement activity and that an individual 


independent of the accounting function is signing checks and asking questions about invoices 


presented for payment. 


• Frequently displaying “professional skepticism” when considering staff responses on District 


finances. 


 


California Government Code Section 12422.5 required the State Controller’s office to develop internal 


control guidelines applicable to each local agency by January 1, 2015.  The intent of the legislation 


was to assist local agencies in establishing a system of internal control to safeguard assets and prevent 


and detect financial errors and fraud.  To this end, the State Controller’s Office has produced a report 


of control guidelines for local Agencies.  As the District contemplates changes to its system of internal 


control, we advise in utilizing these guidelines when developing internal procedures to assist with your 


internal control processes. 


 


The State Controller’s office has defined internal controls into five components that work together in 


an integrated framework.  Their guidelines were adopted from the definitions and descriptions 


contained in Internal Control – Integrated Framework, published by the Committee of Sponsoring 


Organizations of the Treadway Commission (COSO).  The components are: 


 


• Control Environment 


• Risk Assessment 


• Control Activities 


• Information and Communication 


• Monitoring Activities 


 


The objective of control environment is the set of standards, processes, and structures that provided 


the basis for carrying out internal control across the entity.  The governing board and management 


establish the “tone at the top” regarding the importance of internal control, including expected 


standards of conduct which then cascade down through the various levels of the organization and have 


a strong effect on the overall system of internal control. 


 


A District’s Risk Assessment process includes how management identifies risks (including fraud risk) 


relevant to the preparation and fair presentation of the financial statements in accordance with the 


District’s applicable financial reporting framework.  In addition, this would also involve areas of 


business and operational risk which could potentially affect the District’s finances on a go-forward 


basis. 


 


The District’s risk assessment process is an extremely important activity the board and management 


should undertake.  Every organization, public or private, faces business risks on a day to day basis.  


Identifying those risks and then acting on them in a timely manner may prevent future problems from 


becoming completely unmanageable.   


 


Management should consistently attempt to identify risks that exist and then present those risks to the 


board for action.  It is impossible for us to identify every potential risk that exists but either way, 


management and the board should proactively attempt to identify risks that could adversely affect the 


District’s operations. 
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Control Activities are in reference to establishing policies and procedures that achieve management 


directives and respond to identified risks in the internal control system.  These are specific procedures 


designed to perform a secondary review of internal processes that will allow for segregation of duties 


and a management level review of processed transactions. 


 


Information and Communication are the District’s methods of identifying what information is relevant 


to present to management and the board to assist the District in making the correct decisions.  It also 


is in reference to the District’s internal processes of gathering and summarizing that information. 


 


 


Monitoring involves evaluating the effectiveness of controls on an on-going basis and taking remedial 


actions when necessary when identified by the other control procedures in place.  On-going monitoring 


activities often are built into the normal recurring activities of a local government and include regular 


management and supervisory activities.   


 


There is no catch-all for finding all instances of fraud within any entity, whether public or private.  One 


of the key factors in helping prevent fraud is to encourage ethical behavior at all levels of the 


organization, i.e., “tone at the top”.  Another key would be to note instances of abnormal behavior of 


finance or accounting staff when questioned about District financial matters.   


 


The District should remember that they have outside resources available in the case of fraud – they are 


able to contact District auditor, their attorney, or county auditor-controller should anyone feel there is 


a chance of fraud or abuse. 


 


Accounting Estimates 


 


Accounting estimates are an integral part of the financial statements prepared by management and are 


based on management’s knowledge and experience about past and current events and assumptions 


about future events.  Certain accounting estimates are particularly sensitive because of their 


significance to the financial statements and because of the possibility that future events affecting them 


may differ significantly from those expected.  The most sensitive estimate(s) affecting the financial 


statements were: 


 


• Accrual and disclosure of compensated absences 


• Capital asset lives and depreciation expense 


 


Audit Adjustments 


 


For purposes of this letter, professional standards define an audit adjustment as a proposed correction 


of the financial statements that, in our judgment, may not have been detected except through our 


auditing procedures.  An audit adjustment may or may not indicate matters that could have a significant 


effect on the District’s financial reporting process (that is, cause future financial  


statements to be materially misstated).   
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The following audit adjustments, in our judgment, indicate matters that could have a significant effect 


on the District’s financial reporting process: 


 


• Posting of all GASB 34 entries on behalf of the district 


• Reclassification of insurance proceeds received 


• Recording donated assets 


 


Disagreements with Management 


 


For purposes of this letter, professional standards define a disagreement with management as a matter, 


whether or not resolved to our satisfaction, concerning a financial accounting, reporting, or auditing 


matter that could be significant to the financial statements or the auditor’s report.  We are pleased to 


report that no such disagreements arose during the course of our audit. 


 


Consultations with Other Independent Auditors 


 


In some cases, management may decide to consult with other accountants about auditing and 


accounting matters, similar to obtaining a “second opinion” on certain situations.  If a consultation 


involves application of an accounting principle to the governmental unit’s financial statements or a 


determination of the type of auditor’s opinion that may be expressed on those statements, our 


professional standards require the consulting accountant to check with us to determine that the 


consultant has all the relevant facts.  To our knowledge, there were no such consultations with other 


accountants. 


 


Issues Discussed Prior to Retention of Independent Auditors 


 


We generally discuss a variety of matters, including the application of accounting principles and 


auditing standards, with management each year prior to retention as the District’s auditors. However,  


these discussions occurred in the normal course of our professional relationship and our responses were 


not a condition to our retention. 


 


Difficulties Encountered in Performing the Audit 


 


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