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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, 2006, 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, 2006, 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.

As described in Note 1, the government-wide financial statements are reported using the accrual basis of
accounting and the fund financial statements using the modified accrual basis of accounting. Prior to
fiscal year ended June 30, 2006, these statements were reported using the modified cash basis of
accounting.

In accordance with Government Auditing Standards, we have also issued our report dated January 5,
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.
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January 5, 2007
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CENTRAL VALLEY FIRE DISTRICT
MANAGEMENT’S DISCUSSION AND ANALYSIS
JUNE 30, 2006

The management’s discussion and analysis provides an overview of the District’s financial activities for
the fiscal year ended June 30, 2006. Please read this report along with the District’s financial statements,
which begin on page 6.

FINANCIAL HIGHLIGHTS

The District’s net assets increased by approximately $39,400 during fiscal year ended June 30, 2006.
This change was mostly the result of fire impact fees and increases in property tax due to growth. Total
expenses increased by $179,608 or approximately 14.3% due to increased personnel, maintenance and
operational costs. This increase in expenses also includes the amount of compensated absences liability,
which is recognized as an expense; this is the first year that this has been recognized because of the
change in the basis of accounting.

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 all 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 nef 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, 2006

The following table presents the District’s net assets at June 30, 2006 and 2005:

June 30,2006  June 30, 2005

Current assets $ 458,711 $ 259,515
Capital assets — net 2,231,731 2,389,080
Total assets 2,690,442 2,648,595
Current liabilities 325,064 196,416
Non-current liabilities 442,235 568,452
Total liabilities 767.299 764,868
Net assets:
Invested in capital assets

-net of related debt 1,559,609 1,627,863
Unrestricted net assets 238,048 166,581
Restricted for impact fees 12,333 89,283
Restricted for capital purchases 113,153 -
Net assets $ 1923143 §$ 1,883,727

The following table presents the changes in the District’s net assets for the fiscal years ending June 30,
2006 and 2005:

June 30,2006  June 30, 2005

General Revenues:

District real estate & property taxes $ 1,005,557 § 848,644
Impact fees 230,000 500,000
Investment earnings and other 13,318 11,023
Motor vehicle taxes 94,439 97,159
Miscellaneous 53,722 23,088
Special item—gain (loss)
on disposal of capital assets 32,501 (11,309)
Total general revenue and special items __1,429.537 1.468.605
Program revenues — fees for service 180,421 160,179
Capital grants and contributions 9.556 -
Total program revenue 189,977 160,179
Total revenue and special items $1,619,514 $ 1,628,784




CENTRAL VALLEY FIRE DISTRICT
MANAGEMENT’S DISCUSSION AND ANALYSIS
JUNE 30, 2006

June 30, 2006  June 30, 2005

Expenses:

Public safety $ 1,405423 $§ 1,219,408

Interest on long-term debt 34.459 40.866
Total expenses 1,439,882 1,260,274
Less program revenues 189,977 160,179
Net expenses 1,249,905 1,100,095
General revenues 1,429,537 1.468.605
Change in net assets 179,632 368,510
Net assets — beginning 1,883,727 1,488,443
Prior period adjustments (63,266) -
Adjustment for restricted cash (76,950) 26,774
Net assets — ending 1 14 $ 1,883,727

CAPITAL ASSET AND DEBT ADMINISTRATION
The District purchased a staff vehicle.

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.



CENTRAL VALLEY FIRE DISTRICT
MANAGEMENT’S DISCUSSION AND ANALYSIS
JUNE 30, 2006

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, creates 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.

To help finance these needs, the District has been borrowing funds and will 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 their ability to provide fire and emergency services to the public they serve. 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 made several formal revisions to the budget to prevent budget overruns in specific
categories.



CENTRAL VALLEY FIRE DISTRICT
STATEMENT OF NET ASSETS
JUNE 30, 2006

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
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 impact fees

Restricted for capital purchases
Unrestricted

Total net assets

See accompanying notes to the financial statements.
-6-

Governmental
Activities

$ 353,025
12,333

32,496

60,857
2,231,731

2,690,442
85,876
9,301

229,887
442,235

767,299

1,559,609
12,333
113,153
238,048

$ 1,923,143



CENTRAL VALLEY FIRE DISTRICT

FISCAL YEAR ENDED JUNE 30, 2006

Expenses:
Public Safety - fire protection
Interest on long-term debt

Total expenses

Program revenues:
Charges for services
Capital grants and contributions

Total program revenues
Net program expense

General revenues:
Real estate and property taxes
Motor vehicle taxes
Impact fees
Miscellaneous
Investment income

STATEMENT OF ACTIVITIES

Special item - gain on disposal of capital assets

Total general revenues and special items

Change in net assets

Net assets at beginning of year

Prior period adjustments resulting from change in basis of accounting

Adjustment for restricted cash

Net assets at end of year

See accompanying notes to the financial statements.
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$

1,405,423
34,459

1,439,882

180,421
9,556

189,977

1,249,905

1,005,557
94,439
230,000
33,722
13,318
32,501

1,429,537

179,632
1,883,727
(63,266)

(76,950)

1,923,143




CENTRAL VALLEY FIRE DISTRICT
BALANCE SHEET
GOVERNMENTAL FUND TYPE
JUNE 30, 2006

Assets

Cash
Cash - restricted
Property taxes

Total assets

Liabilities and Fund Balances

Liabilities
Accounts payable
Accrued salaries and payroll taxes
Deferred revenue

Total liabilities

Fund Balances:

Reserved for impact fees
Reserved for capital purchases
Unreserved

Total fund balances

Total liabilities and fund equity

See accompanying notes to the financial statements

Governmental
Fund Type

General
Fund

$ 353,025
12,333
60,857

$ 426,215

$ 85,876
9,301
39,860

135,037

12,333
113,153
165,692

291,178

$ 426,215




CENTRAL VALLEY FIRE DISTRICT
RECONCILIATION OF THE BALANCE SHEET OF
THE GOVERNMENTAL FUND TO THE STATEMENT OF NET ASSETS
JUNE 30, 2006

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

Fund balance of the governmental fund $ 291,178

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. 39,860

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. 32,496

Capital assets used in governmental activities are not current

financial resources and, therefore, are not reported in the
balance sheet of the governmental fund. 2,231,731

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

period and therefore are not reported in the funds. (672,122)
Net assets of governmental activities $ 1,923,143

See accompanying notes to the financial statements.
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CENTRAL VALLEY FIRE DISTRICT
STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN
FUND BALANCE
FOR THE YEAR ENDED JUNE 30, 2006

Governmental Fund

General Fund

Revenues
Taxes
Real estate and property taxes $ 965,697
Motor vehicle taxes 94,439
Impact fees 230,000
Intergovernmental receipts:
Cost sharing - Belgrade 138,795
Cost sharing - Airport 12,500
Cost sharing - Gallatin Gateway 18,175
Cost sharing - Reece Creek 40
Charges for services 22,850
Miscellaneous
Grants 9,556
Other 53,722
Investment earnings 13,318
Total revenues 1,559,092
Expenditures
Current:
Public safety:
Personal services
Salaries and fringe benefits 703,158
Supplies
Office and operating supplies 43,026
Gasoline and diesel fuel 39,247
Repair and maintenance 138,719
Fire prevention and investigation 8,088
Purchased services
Dues and subscriptions 3,677
Election 98
Utilities and telephone 42,390
Professional and contracted services 22,124
Promotion 3,832
Training 53,703
Fixed charges
Insurance 33,605
Debt service
Principal 192,766
Interest 34,459
Capital outlay 150,436
Total expenditures 1,469,328

Change in fund balance 89,764



Other financing sources

Sale of capital assets 22,500

Net change in fund balance 112,264

Fund balance at beginning of year 255,864
Adjustment for restricted cash (76,950)

Fund balance at end of year $ ’ 291,178

See accompanying notes to the financial statements
=1



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, 2006

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

Net change in fund balance - governmental fund $ 112,264

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. 39,860

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. (11,939)

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 ($150,436) was exceeded by
depreciation ($198,085) in the current period. (47,649)

In the statement of activities, the loss on the disposal of a capital asset is
reported, whereas in the governmental funds, only the proceeds, if any,
that are received at the time of disposal are reported. The District disposed
of an asset for which there were no proceeds. Thus, the change in
net assets differs from the change in fund balance by the net book
value of the asset disposed. (1,999)

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. © (103,671)

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. 192,766

Change in net assets of governmental activities $ 179,632

See accompanying notes to the financial statements.
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