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INDEPENDENT AUDITOR'S REPORT

To the Board of Trustees
Central Valley Fire District
Belgrade, Montana

We have audited the accompanying financial statements of the governmental activities and the major
fund of Central Valley Fire District as of and for the year ended June 30, 2007, which collectively
comprise the District’s basic financial statements as listed in the table of contents. These financial
statements are the responsibility of Central Valley Fire District’s management. Our responsibility is to
express opinions on these financial statements based on our audit.

We conducted our audit in accordance with auditing standards generally accepted in the United States of
America and the standards applicable to financial audits contained in Government Auditing Standards,
issued by the Comptroller General of the United States. Those standards require that we plan and
perform the audit to obtain reasonable assurance about whether the financial statements are free of
material misstatement. An audit includes examining, on a test basis, evidence supporting the amounts
and disclosures in the financial statements. An audit also includes assessing the accounting principles
used and the significant estimates made by management, as well as evaluating the overall financial
statement presentation. We believe that our audit provides a reasonable basis for our opinions.

In our opinion, the financial statements referred to above present fairly, in all material respects, the
respective financial position of the governmental activities and the major fund of the Central Valley Fire
District as of June 30, 2007, and the respective changes in financial position thereof for the year then
ended in conformity with accounting principles generally accepted in the United States of America.

In accordance with Government Auditing Standards, we have also issued our report dated December 13,
2007, on our consideration of Central Valley Fire District’s internal control over financial reporting and
on our tests of its compliance with certain provisions of laws, regulations, contracts, and grant
agreements and other matters. The purpose of that report is to describe the scope of our testing of
internal control over financial reporting and compliance and the results of that testing, and not to provide
an opinion on the internal control over financial reporting or on compliance. That report is an integral
part of an audit performed in accordance with Government Auditing Standards and should be considered

in assessing the results of our audit.

The management’s discussion and analysis and budgetary comparison information on pages 2 through 5
and 23 through 24, are not a required part of the basic financial statements but are supplementary
information required by accounting principles generally accepted in the United States of America. We
have applied certain limited procedures, which consisted principally of inquiries of management
regarding the methods of measurement and presentation of the required supplementary information.
However, we did not audit the information and express no opinion on it.

H Ase fm

December 13, 2007



CENTRAL VALLEY FIRE DISTRICT
MANAGEMENT’S DISCUSSION AND ANALYSIS
JUNE 30, 2007

The management’s discussion and analysis provides an overview of the District’s financial activities for
the fiscal year ended June 30, 2007. Please read this report along with the District’s financial statements,
which begin on page 6.

FINANCIAL HIGHLIGHTS

No significant financial situations existed due to our increased constant financial review and analysis.

USING THIS ANNUAL REPORT
The statement of net assets and the statement of activities

The statements of net assets and activities report information about the District as a whole. These
statements include al/ assets and liabilities of the District using the accrual basis of accounting, which is
similar to the accounting used by most private-sector companies; all of the current year’s revenues and
expenses are taken into account regardless of when cash is received or paid.

These two statements report the District’s net assets and changes in them. Net assets are the difference
between assets and liabilities, which is one way to measure the District’s financial health or financial
position. Over time, increases and decreases in the District’s net assets are one indicator of its financial
health. However, you need to consider other nonfinancial factors in making an assessment of the
District’s health, such as changes in the economy and changes in the District’s tax base, etc. to assess the
overall health of the District.

Fund financial statements

The District reports all of its activities in the general fund, which is a governmental fund. This fund
focuses on how money flows into and out of this fund and the balance left at year-end that is available
for spending. This fund uses the modified accrual basis of accounting, which measures cash and all other
financial assets that can be readily converted to cash. The governmental fund statements provide a
detailed shorter-term view of the District’s general governmental operations and the basic services it
provides. The differences between the governmental fund financial statements and the government-wide
financial statements are explained in the reconciliations following each governmental fund financial
statement.



CENTRAL VALLEY FIRE DISTRICT
MANAGEMENT’S DISCUSSION AND ANALYSIS
JUNE 30,2007

The following table presents the District’s net assets at June 30, 2007 and 2006:

June 30,2007  June 30, 2006

Current assets $ 618,145 $ 458,711
Capital assets — net 2,142,388 2,231,731
Total assets 2,760,533 2,690,442
Current liabilities : 563,087 338,397
Non-current liabilities 260,759 442,235
Total liabilities 823,846 767,299
Net assets:
Invested in capital assets

-net of related debt 1,771,045 1,559,609
Unrestricted net assets 150,605 238,048
Restricted for capital purchases 15,037 113,153
Net assets $ 1,936,687 1,923,14

The following table presents the changes in the District’s net assets for the fiscal years ending June 30,
2007 and 2006:

June 30,2007  June 30, 2006

General Revenues:
District real estate & property taxes $ 1,151,398 § 1,098,249

Impact fees 15,900 230,000
Investment earnings and other 18,279 13,318
Motor vehicle taxes 2,306 1,747
Miscellaneous 49,786 53,722
Special item—gain (loss)
on disposal of capital assets - 32.501
Total general revenue and special items _ 1,237,669 1,429,537
Program revenues — fees for service 227,237 180,421
Capital grants and contributions 439,038 9,556
Total program revenue 666.275 189.977
Total revenue and special items $1903944 $ 1,619,514



CENTRAL VALLEY FIRE DISTRICT
MANAGEMENT’S DISCUSSION AND ANALYSIS
JUNE 30,2007

June 30, 2007  June 30, 2006

Expenses:

Public safety $ 1,847,951 § 1,405,423

Interest on long-term debt 30,117 34.459
Total expenses 1,878,068 1,439,882
Less program revenues 666,275 189,977
Net expenses 1,211,793 1,249,905
General revenues 1,237,669 1,429,537
Change in net assets 25,876 179,632
Net assets — beginning 1,923,143 1,883,727
Prior period adjustments (12,332) (63,266)
Adjustment for restricted cash - (76,950)
Net assets — ending 1,936,68 $ 1,923,143

CAPITAL ASSET AND DEBT ADMINISTRATION

The District continued to pay on the capital leases obtained in prior years.

DISTRICT OVERVIEW

The Central Valley Fire District provides fire and emergency services to the suburban and rural areas
surrounding the City of Belgrade, north Four Corners, Dry Creek, Reese Creek, Central Park, River
Rock, Valley Center, Springhill and west of the City of Bozeman. As time goes by, the cities annex
suburban areas belonging to the District (primarily as a result of providing water and sewer services to
businesses and residences) and the District adds additional rural property to the area covered by the
District, based on a petition from the residents.

Because of these regular changes in the District’s boundaries, increased population to be served, service
expectations of the public, public insurance standards and the issues revolving around growth and
providing consistent service, it is necessary to build new fire stations, upgrade existing facilities, provide
adequate fire/rescue equipment and increase staffing.

Last year, the district taxpayer approved additional funding for continued operations and replacement of
numerous support and fire/rescue apparatus.



CENTRAL VALLEY FIRE DISTRICT
MANAGEMENT’S DISCUSSION AND ANALYSIS
JUNE 30, 2007

THE FUTURE OF THE DISTRICT

The District faces various challenges in the future. One of the challenges will be the potential reduction
in District size, which will directly relate to reduced tax funding as the cities continue to annex property.
This is anticipated to be offset by increased construction and property valuations within the District and
land owners petitioning to become part of the District.

Other challenges the District faces include the need to build a new central fire station, upgrade all
existing fire stations and build another satellite station to provide standard coverage for the majority of
the residents and visitors in the area. These capital projects along with the upgrades to equipment,
constant recruitment of volunteer firefighters/EMT’s and rising operational costs, create significant
challenges.

Significant construction in the District will require more specialized equipment and training of personnel
to provide the needed services. The District has an equipment replacement program but the revenues are
not keeping up with the national recognized standard for these replacements. Even with the additional
funding approved by our taxpayers this year, those funds will only replace Y% the fire equipment needed
to sustain the continued level of operation.

To help finance these needs, the District has been borrowing funds and will again be requesting future
mill levy increases from the taxpayers to pay for the facilities, equipment and staffing.

Without additional income to fund facilities, equipment and staffing, the District will be forced into
reducing its ability to provide fire and emergency services to the public it serves. The costs of operations
are continuing to increase and the revenue is not keeping up. The new safety standards placed on the
District, as a “National Standard”, cannot be met without significant additional funding.

BUDGET ANALYSIS

The District’s total actual expenditures were not in excess of total appropriations during the fiscal year.
There were no changes made to the budget during the fiscal year ended June 30, 2007.



CENTRAL VALLEY FIRE DISTRICT
STATEMENT OF NET ASSETS
JUNE 30, 2007

Assets

Cash and investments

Cash - restricted

Lease receivable

Taxes receivable

Capital assets, net of accumulated depreciation

Total assets

Liabilities
Accounts payable
Accrued salaries and payroll taxes
Deferred revenue - restricted cash
Long-term liabilities:
Loan payable - current portion
Loan payable - long-term portion

Total liabilities

Net assets

Invested in capital assets, net of related debt
Restricted for capital purchases
Unrestricted

Total net assets

See accompanying notes to the financial statements.

Governmental
Activities

$ 236,178
291,638
21,005

69,324
2,142,388

2,760,533

38,737
21,050
291,637

211,663
260,759

823846

1,771,045
15,037
150,605

$ 1,936,687



CENTRAL VALLEY FIRE DISTRICT
STATEMENT OF ACTIVITIES
FISCAL YEAR ENDED JUNE 30, 2007

Expenses:
Public Safety - fire protection $ 1,847,951
Interest on long-term debt 30,117
Total expenses 1,878,068

Program revenues:

Charges for services 227,237
Capital grants and contributions 439,038
Total program revenues 666,275
Net program expense 1,211,793

General revenues:

Real estate and property taxes 1,151,398
Motor vehicle taxes 2,306
Impact fees 15,900
Miscellaneous 49,786
Investment income 18,279
Total general revenues and special items 1,237,669
Change in net assets 25,876

Net assets at beginning of year 1,923,143
Prior period adjustment (12,332)
Net assets at end of year $ 1,936,687

See accompanying notes to the financial statements.
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CENTRAL VALLEY FIRE DISTRICT
BALANCE SHEET
GOVERNMENTAL FUND TYPE
JUNE 30, 2007

Assets
Cash
Cash - restricted

Accounts receivable
Property taxes

Total assets

Liabilities and Fund Balances

Liabilities
Accounts payable
Accrued salaries and payroll taxes
Deferred revenue - restricted cash
Deferred revenue - property taxes

Total liabilities

Fund Balances:

Reserved for capital purchases
Unreserved

Total fund balances

Total liabilities and fund equity

See accompanying notes to the financial statements
-8-

Governmental
Fund Type

General
Fund

$ 236,178
291,638

1,039

69,324

$ 598,179

$ 38,737
21,050

291,637

48,258

399,682

18,605
179,892

198,497

$ 598,179




CENTRAL VALLEY FIRE DISTRICT
RECONCILIATION OF THE BALANCE SHEET OF
THE GOVERNMENTAL FUND TO THE STATEMENT OF NET ASSETS
JUNE 30, 2007

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

Fund balance of the governmental fund $ 198,497

The focus of governmental funds is on short-term financing,
some assets will not be available to pay for current-period expenditures.
Those assets (taxes receivable) are offset by deferred revenue
in the governmental funds, and thus are not included in
fund balance. 48,258

The focus of governmental funds is on short-term financing,
some assets will not be available to pay for current-period expenditures.
Those assets (leases receivable) are not included in fund balance. 19,966

Capital assets used in governmental activities are not current

financial resources and, therefore, are not reported in the
balance sheet of the governmental fund. 2,142,388

Long-term liabilities are not due and payable in the current
period and therefore are not reported in the funds. (472,422)

1,936,687

&+

Net assets of governmental activities

See accompanying notes to the financial statements.
9.



CENTRAL VALLEY FIRE DISTRICT
STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN
FUND BALANCE
FOR THE YEAR ENDED JUNE 30, 2007

Revenues
Taxes
Real estate and property taxes
Motor vehicle taxes
Impact fees
Intergovernmental receipts:
Cost sharing - Belgrade
Cost sharing - Airport
Cost sharing - Gallatin Gateway
Entitlement
Charges for services
Miscellaneous
Grants
Other
Investment earnings

Total revenues

Expenditures
Current:
Public safety:
Personal services
Salaries and fringe benefits
Supplies
Office and operating supplies
Gasoline and diesel fuel
Repair and maintenance
Purchased services
Dues and subscriptions
Election
Utilities and telephone
Professional and contracted services
Promotion
Training
Fixed charges
Insurance
Debt service
Principal
Interest
Capital outlay
Total expenditures

Change in fund balance

Governmental Fund

General Fund

1,143,000
2,306
15,900

147,250
10,000
17,164

65,352

439,038
49,787
18,279

1,908,076

845,552

501,766
44,407
104,270

3,070
23,655
49,825
18,045

5,870
35,063

16,032
197,108

30,117
113,645

1,988,425

(80,349)



Net change in fund balance (80,349)

Fund balance at beginning of year 291,178
Prior period adjustment (12,332)
Fund balance at end of year $ 198,497

See accompanying notes to the financial statements
-10-



CENTRAL VALLEY FIRE DISTRICT
RECONCILIATION OF THE STATEMENT OF REVENUES, EXPENDITURES AND
CHANGES IN FUND BALANCES OF THE GOVERNMENTAL FUND TO THE
STATEMENT OF ACTIVITIES
FOR YEAR ENDED JUNE 30, 2007

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

Net change in fund balance - governmental fund $

A portion of the property tax receivable will not be collected for
several months after the District's fiscal year end, it is not considered
"available" revenue in the governmental funds.

Payments on leases receivable provide current financial resources
to governmental funds, but receiving payments on receivables
decreases the receivable in the statement of net assets.

Governmental funds report capital outlays as expenditures. However, in the
statement of activities the cost of those assets is allocated over their
estimated useful lives and reported as depreciation expense. This is the
amount by which capital outlays ($117,345) was exceeded by
depreciation ($206,688) in the current period.

Some expenses reported in the statement of activities do not
require the use of current financial resources and therefore are
not reported as expenditures in governmental funds.

Repayment of debt principal is an expenditure in the governmental funds, but

the repayment reduces long-term debt in the statement of net assets. This
is the amount of debt principal repayments in the current period.

Change in net assets of governmental activities $

See accompanying notes to the financial statements.
-11-

(80,349)

8,397

(12,529)

(89,343)

2,992

197,108

25,876






