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PATRICK G. CARNEY, CPA, P.C.

CERTIFIED PUBLIC ACCOUNTANT

Phone: (503) 624-9204 14535 Westlake Drive, Suite A-1
Fax:  (503) 624-9275 Lake Oswego, OR 97035

INDEPENDENT AUDITOR'S REPORT

To the Board of Directors
Tillamook Fire District
Tillamook, Oregon

I have audited the accompanying financial statements of the governmental activities and each
major fund of the Tillamook Fire District, Tillamook, Oregon, as of and for the year ended June
30, 2008 which collectively comprises the District's basic financial statements as listed in the table
of contents. These financial statements are the responsibility of the District's management. My
responsibility is to express an opinion on these financial statements based on my audit.

I conducted my audit in accordance with auditing standards generally accepted in the United States
of America. Those standards require that |1 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
significant estimates made by management, as well as evaluating the overall financial statement
presentation. | believe that my audit provides a reasonable basis for my opinion.

As discussed in Note 1, the Tillamook Fire District, Tillamook, Oregon, prepares its financial
statements on a modified cash basis, which is a comprehensive basis of accounting other than
accounting principles generally accepted in the United States of America.

In my opinion, the financial statements referred to above present fairly, in all material respects, the
respective financial position - modified cash basis of the governmental activities and each major
fund of the Tillamook Fire District as of June 30, 2008, and the respective changes in financial
position - modified cash basis, for the year then ended in conformity with the basis of accounting
described in Note 1.

The management's discussion and analysis information on pages 5 through 7 is not a required part
of the basic financial statements but is supplementary information required by the Governmental
Accounting Standards Board. | 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, | did not audit the information and express no
opinion on it.

The required supplementary information on pages 23 through 27, as listed in the table of contents,
is not a required part of the basic financial statements but is supplementary information required
by the Governmental Accounting Standards Board. The budgetary comparison information for the
General Fund and major other funds has been subjected to the auditing procedures applied in the
audit of the basic financial statements and, in my opinion, is fairly stated in all material respects in
relation to the basic financial statements taken as a whole on the basis of accounting as described



in Note 1.

The schedule of long-term debt and property tax transactions as listed in the table of contents are
presented for purposes of additional analysis and are not a required part of the basic financial
statements. The schedule of long-term debt and property tax transactions have not been subjected
to the auditing procedures applied in the audit of the basic financial statements and, accordingly, |
express no opinion on it.

Lake Oswego, Oregon
November 7, 2008



MANAGEMENT'S
DISCUSSION AND ANALYSIS

This discussion and analysis presents the highlights of financial activities and financial position for the
Tillamook Fire District (District). The analysis focuses on significant financial issues, major financial
activities and resulting changes in financial position, budget changes and variances from the budget, and
specific issues related to funds and the economic factors affecting the District. Management's
Discussion and Analysis focuses on current year activities and resulting changes. Please read it in
conjunction with the District's financial statements.

REPORT LAYOUT

The District's annual financial report consists of several sections. Taken together they provide a compre-
hensive financial look at the District. The components of the report include the following:

*  Management's Discussion and Analysis. This section of the report provides financial
highlights affecting the District.

Basic Financial Statements. Includes Statement of Net Assets, Statement of Activities, fund
financial statements and the notes to the financial statements. Statements of Net Assets and
Activities focus on a District-wide presentation using the modified cash basis of accounting.
They are designed to be more corporate-like in that all activities are consolidated into a total for
the District.

The Statement of Net Assets focuses on resources available for future operations. In
simple terms, this statement presents a snapshot view of the assets the District owns, the
liabilities it owes and the net difference. The net difference is further separated into
amounts restricted for specific purposes and unrestricted amounts.

The Statement of Activities focuses on gross and net costs of District programs and the
extent to which such programs rely upon general tax and other revenues. This statement
summarizes and simplifies the user's analysis to determine the extent to which programs
are self-supporting and/or subsidized by general revenues.

Fund Financial Statements focus separately on major governmental funds. Governmental
fund statements follow the more traditional presentation of financial statements.

Notes to the Financial Statements provide additional disclosures required by governmental
accounting standards and provide information to assist the reader in understanding the
District's financial condition.

* Budgetary Basis Financial Statements. This section includes the individual fund financial
statements under the District’s budgetary (cash) basis of accounting. These statements have
columns for the original and final budget amounts as well as actual and the variance between
the final budget and the actual column.



FINANCIAL HIGHLIGHTS

General Fund

Personal Services:

Labor costs were increased by 5% for salaried employees and no additional staff positions were created
for fiscal year 2007-2008. The District continues to rely heavily on volunteers for coverage, however
increased dependency on career staffing and significant overtime issues will require additional funding
and/or career positions. The rising cost of healthcare continued with a 15% premium appropriated for
the fiscal year. The overall increase for labor was $6,203 over the adopted budget for 2006-07.

Materials and Services:

The District continued appropriated funds for major building renovation for the fiscal year. District staff
completed the third year of a proposed five-year plan for major building repairs and renovation. Overall
costs to the taxpayer have been greatly reduced by appropriating funds for building materials only and
utilizing career staff for labor. Miscellaneous equipment was increased to $216,668 for pending
Assistance to Firefighter Grant funding for radio equipment.

Capital Outlay:
No capital expenditures were appropriated from the General Fund.

Contingency and Transfers:

The District continues the policy of minimizing expenses and maintaining adequate cash carryover. The
District did not utilize any contingency funds nor was a supplementary budget required during fiscal
year 2007-08.

Revenue:

The District did receive AFG funding for $167,105 from the Department of Homeland Security for the
replacement of portable, mobile, and base radios for fiscal year 2007-2008. The district has received
over $530,000 in federal funding through the AFG program from the Department of Homeland Security
since fiscal year 2005.

Reserve Fund

Capital Outlay:

The District appropriated funds in fiscal year 2007-08 in the amount of $219,000 for the replacement of
a mobile water tender. Appropriations were contingent on pending AFG funds from the Department of
Homeland Security. Funding was not provided and the tender was not purchased.

Debt Service

The District began the seventh year of a ten-year bonded debt repayment in fiscal year 2007-08 for the
major apparatus replacement approved by voters.

CONDENSED FINANCIAL INFORMATION



(Modified cash basis)

Increase
June 30, 2007  June 30, 2008 (Decrease)
Current assets $ 508,758 $ 559,711 $ 50,953
Capital assets, net 1,576,779 1,586,230 9,451
Total assets 2,085,537 2,145,941 60,404
Current liabilities 210,983 170,000 (40,983)
Long-term liabilities 555,000 385,000 (170,000)
Total liabilities 765,983 555,000 (210,983)
Invested in capital assets 861,779 1,031,230 169,451
Restricted fund balance 260,840 296,537 35,697
Unrestricted fund balance 196,935 263,174 66,239
Total net assets $ 1,319,554 $ 1,590,941 $ 271,387
Fiscal Year Fiscal Year
Ended Ended Favorable

June 30, 2007  June 30, 2008 (Unfavorable)
Property tax revenue $ 703,855 $ 772,372 $ 68,517
Other general resources 676,916 177,885 (499,031)
Total governmental resources 1,380,771 950,257 (430,514)
Personal services 304,363 308,563 (4,200)
Materials and services 243,188 174,925 68,263
Capital outlay 164,145 0 164,145
Depreciation 146,183 163,062 (16,879)
Interest expense 39,909 32,320 7,589
Total governmental-type expenses 897,788 678,870 218,918
Increase (decrease) in net assets $ 482,983 $ 271,387 $ (211,596)

FINANCIAL CONTACT

The District's financial statements are designed to present users (citizens, taxpayers, customers, inves-
tors, and creditors) with a general overview of the District's finances and to demonstrate the District's
accountability. If you have questions about the report or need additional financial information, please
contact the District at 2310 Fourth Street, Tillamook, Oregon 97141.



STATEMENT OF NET ASSETS

MODIFIED CASH BASIS
TILLAMOOK FIRE DISTRICT
June 30, 2008

Assets

Cash and cash equivalents
Property taxes receivable
Investment in length of service award plan
Capital assets:
Land
Other capital assets, net of accumulated depreciation

Total Assets

Liabilities:
Current portion of Long-term debt
Reserve for length of service award plan
Non current portion of Long-term debt
Total Liabilities

Net Assets:
Invested in capital assets, net of related debt
Restricted for Debt Service
Restricted for Equipment Reserve
Unrestricted

Total Net Assets

Governmental
Activities

$ 513,595
46,116
16,033

38,000
1,548,230

2,161,974

170,000
16,033
385,000

571,033

1,031,230
209,097
87,440
263,174

$ 1,590,941

The notes to the financial statements are an integral part of this statement.



STATEMENT OF ACTIVITIES

MODIFIED CASH BASIS
TILLAMOOK FIRE DISTRICT
Fiscal year ended June 30, 2008

Governmental
Activities
Fire District activities:
Personal services $ 308,563
Materials and services 174,925
Depreciation 163,062
Interest on long-term debt 32,320
Total District expenses 678,870
General revenues:
Property taxes 772,372
Grant income 152,902
Interest and investment earnings 19,028
Miscellaneous revenues 5,955
Total general revenues 950,257
Change in net assets 271,387
Net assets - July 1, 2007 1,319,554
Net assets - June 30, 2008 $ 1,590,941

The notes to the financial statements are an integral part of this statement



BALANCE SHEET
MODIFIED CASH BASIS

GOVERNMENTAL FUNDS
TILLAMOOK FIRE DISTRICT
Fiscal year ended June 30, 2008

Equipment Debt
General Reserve Service Total
Fund Fund Fund Governmental
Assets
Cash $ 229,048 $ 87,440 $ 197,107 $ 513,595
Property taxes receivable 34,126 11,990 46,116
Investment in length of service award 16,033 16,033
plan
Total Assets $ 279,207 $ 87,440 $ 209,097 $ 575,744
Liabilities and Fund Equity
Liabilities

Reserve for length of service award plan $ 16,033 $ 16,033
Total liabilities 16,033 16,033

Fund Equity
Reserved for Debt Service $ 209,097 209,097

Unreserved:
General Fund 263,174 263,174
Equipment Reserve Fund $ 87,440 87,440
Total fund equity 263,174 87,440 209,097 559,711
Total Liabilities and Fund Balances $ 279,207 $ 87,440 $ 209,097 $ 575,744

The notes to the financial statements are an integral part of this statement.
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RECONCILIATION OF GOVERNMENTAL FUNDS

BALANCE SHEET TO THE STATEMENT OF NET ASSETS

MODIFIED CASH BASIS
TILLAMOOK FIRE DISTRICT
Fiscal year ended June 30, 2008

Total fund balances (page 10)

Capital assets are not financial resources and therefore are not reported in the
governmental funds:
Cost

Accumulated depreciation

The bonded debt obligation is not a financial expenditure and therefore is not
reported in the governmental funds

$ 559,711

2,938,607
(1,352,377)

(555,000)

Total net assets (page 8)

$ 1,590,941

The notes to the financial statements are an integral part of this statement.
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STATEMENT OF REVENUES, EXPENDITURES,
AND CHANGES IN FUND BALANCES
MODIFIED CASH BASIS

GOVERNMENTAL FUNDS
TILLAMOOK FIRE DISTRICT
Fiscal year ended June 30, 2008

General Equipment Debt Total
Fund Reserve Fund Service Fund Governmental
Revenues
Tax revenue $ 571,949 $ 200,423 $ 772,372
Interest income 11,194 $ 3,048 4,786 19,028
Grant income 152,902 152,902
Reserve and EMS services 932 932
Miscellaneous 5,023 5,023
Total revenues 742,000 3,048 205,209 950,257
Expenditures
Current operating:
Personal services 308,563 308,563
Materials and services 347,198 120 120 347,438
Debt service:
Principal 160,000 160,000
Interest 32,320 32,320
Total expenditures 655,761 120 192,440 848,321
Excess of revenues over (under)
expenditures 86,239 (2,928) 12,769 101,936
Other Financing Sources (Uses)
Operating transfers in 20,000 20,000
Operating transfers out (20,000) (20,000)
Total Other Financing Sources
(Uses) (20,000) 20,000 0 0
Excess of Revenues and Other
Financing Sources over
Expenditures and Other Financing
(Uses) 66,239 22,928 12,769 101,936
Fund Balances — July 1, 2007 196,935 64,512 196,328 457,775
Fund Balances - June 30, 2008 $ 263,174 $ 87,440 $ 209,097 $ 559,711

The notes to the financial statements are an integral part of this statement.
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RECONCILIATION OF THE STATEMENT OF REVENUES,
EXPENDITURES AND CHANGES IN FUND BALANCES OF
GOVERNMENTAL FUNDS TO THE STATEMENT OF ACTIVITIES

MODIFIED CASH BASIS
TILLAMOOK FIRE DISTRICT
Fiscal year ended June 30, 2008

Amounts reported for governmental activities in the Statement of Activities (page 9)
are different from amounts reported in the Statement of Revenues,
Expenditures and Changes in Fund Balances (page 12) because:

Net changes in fund balances — total governmental funds (page 12). $ 101,936
Capital outlay expenditures which are capitalized are recorded as an increase to net

assets on the Statement of Activities. Capitalized assets are not recorded as
revenue in the Statement of Revenues, Expenditures and Changes in Fund

Balances. 172 513
In the Statement of Activities the cost of assets are allocated over their estimated

useful lives and reported as depreciation expense. In the governmental fund
financial statements, depreciation is not an expenditure and is not recorded.

Less current year depreciation (163,062)

Repayment of bond principal is an expenditure in the governmental funds, but the
repayment reduces long-term debt liabilities in the Statement of Net Assets.

2007-2008 principal payment 160,000

Changes in net assets of governmental activities (page 9) $ 271,387

The notes to the financial statements are an integral part of this statement.
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NOTES TO FINANCIAL STATEMENTS
TILLAMOOK FIRE DISTRICT
June 30, 2008

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The financial statements of the District have been prepared on a modified cash basis of accounting. The
modified cash basis of accounting differs from accounting principles generally accepted in the United
States of America (GAAP) as applied to government units. The Governmental Accounting Standards
Board (GASB) is the accepted standards-setting body for establishing governmental accounting and
financial reporting principles. GAAP statements include all relevant Governmental Accounting
Standards Board (GASB) pronouncements. The financial statements have incorporated all applicable
GASB pronouncements as well as Financial Accounting Standards Board (FASB) Statements and
Interpretations, Accounting Principles Board Opinions and Accounting Research Bulletins of the
Committee on accounting procedures issued on or before November 30, 1989, unless those
pronouncements conflict with or contradict GASB pronouncements.

Reporting Entity

The District was organized under provisions of Oregon Statutes Chapter for the purpose of operating a
fire district. The District provides fire protection, rescue and emergency medical services to residents of
the District. The District covers approximately 97 square miles and is centered in the City of Tillamook
along the north-central Oregon coast. All significant activities and organizations with which the District
has oversight responsibility have been included in the financial statements. The District is governed by a
Board of Directors consisting of five members.

As required by generally accepted accounting principles, the District’s basic financial statements include
all component units over which the District officials exercise oversight responsibility. The criteria used
in making this determination included an evaluation of the concepts of financial interdependency,
election of the governing authority, designation of management, ability to significantly influence
operations and accountability of fiscal matters. Based upon the evaluation of these criteria the District is
a primary government with no inclusive component units.

Basic Financial Statements

Basic financial statements are presented at both the government-wide and fund financial level. Both
levels of statements categorize primary activities as either governmental or business-type. Governmental
activities, which are normally supported by taxes and intergovernmental revenues, are reported
separately from business-type activities, which rely to a significant extent on fees and charges for
support. The District currently has governmental activities.

Government-wide financial statements display information about the reporting government as a whole.
For the most part, the effect of interfund activity has been removed from these statements. These
statements focus on the sustainability of the District as an entity and the change in aggregate financial
position resulting from the activities of the fiscal period. These aggregated statements consist of the
Statement of Net Assets and the Statement of Activities.
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The Statement of Net Assets lists what is owned, what is owed; and the difference between the two,
which is the equity component, or the “Net Assets”. The Statement of Activities itemizes the revenues
and expenses for the fiscal year and measures the changes in the Net Assets.

Fund financial statements display information at the individual fund level. Each fund is considered to be
a separate accounting entity. Funds are classified and summarized as governmental, proprietary, or
fiduciary. Currently, the District has three governmental funds.

Basis of Presentation

The financial transactions of the District are recorded in individual funds. Each fund is accounted for by
providing a separate set of self-balancing accounts that comprises its assets, liabilities, reserves, fund
equity, revenues and expenditures/expenses. The various funds are reported by generic classification
within the financial statements.

A fund is considered major if it meets the following criteria: Total assets, liabilities, revenues, or
expenditures/expenses of that individual enterprise fund are at least ten percent of the corresponding
total for all funds of that category or type.

The District reports the following governmental funds:
General Fund

The District's General Fund accounts for the administrative and operational activities of the District. The
principal source of revenue is the real property tax levy. Expenditures are for payroll related costs,
materials and services and capital assets.

Special Revenue Fund

The District’s Equipment Reserve Fund is for accumulating funds for future purchases of equipment and
apparatus. The principal source of revenue is from transfers from the General Fund.

Debt Service Fund

The Debt Service Fund is used for payment of matured bonds and interest coupons. Principal source of
revenue is from real property taxes.

Measurement Focus and Basis of Accounting

Measurement focus is a term used to describe which transactions are recorded within the various
financial statements. Basis of accounting refers to when transactions are recorded regardless of the
measurement focus.

Government-wide Financial Statements are presented on a modified cash basis of accounting with an
economic resource measurement focus. An economic resource focus concentrates on an entity or fund's
net assets. All transactions and events that affect the total economic resources (net assets) during the
period are reported. An economic resources measurement focus is inextricably connected with the
modified accrual basis of accounting. Under the modified cash basis of accounting, revenues are
recorded when collected and expenses are recorded at the time liabilities are paid, regardless of when the
revenue or expenditure is earned.
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Assets and Liabilities
Cash and Cash Equivalents

Cash and cash equivalents include cash on hand, demand deposits, short-term investments with original
or remaining maturities of three months or less when purchased, and cash and investments in the
District-wide investment pool. Investments, including equity in pooled cash and investments are stated
at fair value.

Taxes receivable

Property taxes receivable, which have been collected by year-end, are recognized as revenues in the
General Fund and the Debt Service Fund. All other uncollected property taxes are recorded as a
receivable in the general fund and are offset by deferred revenues, and, under the modified cash basis of
accounting, such amounts are measurable but not available, and are not recognized as revenues in the
current fiscal year.

Tillamook County reviews, bills, collects and distributes property taxes for all taxing jurisdictions within
its boundaries, in accordance with state law. Uncollected taxes, including delinquent amounts, are
considered to be substantially collectible or recoverable through foreclosure. Accordingly, no allowance
for doubtful tax accounts is deemed necessary. Property taxes become a lien against the property as of
July 1 in the year due. Collection dates are November 15, February 15, and May 15. Discounts are
allowed if the amount due is received by November 15 or February 15.

Capital Assets

Capital assets are charged to expenditures as purchased and then capitalized in the government-wide
financial statements. Capital assets are recorded at historical cost or estimated historical cost. Donated
assets are recorded at estimated fair market value as of the date of the donation.

Capital assets are defined by the District as assets with an initial, individual cost of $5,000 or more, and
an estimated useful life of greater than one year. Additions or improvements and other capital outlays
that significantly extend the useful life of an asset, or that significantly increase the capacity of an asset
are capitalized. Other costs for repairs and maintenance are expensed as incurred.

Depreciation on exhaustible assets is recorded as an allocated expense in the Statement of Activities with
accumulated depreciation reflected in the Statement of Net Assets and is provided on the straight-line
basis over the following estimated useful lives:

Asset Years
Buildings and improvements 40
Apparatus 10-15

One-half year of depreciation is taken in the year the assets are acquired or retired. Gains or losses from
sales or retirements of capital assets are included in operations of the current period. Depreciation
expense for 2007-2008 was $163,062.
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2.

Equity Classification

Equity is classified as net assets and displayed in three components:

A. Invested in capital assets, net of related debt. ~ Consists of capital assets including restricted
capital assets, net of accumulated depreciation and reduced by the outstanding balances of
any bonds, mortgages notes or other borrowings that are attributable to the acquisition,
construction or improvements of those assets.

B. Restricted net assets. Consists of net assets with constraints placed on the use either by (1)
external groups such as creditors, grantors, contributors or laws and regulations of other
governments: or (2) law through constitutional provisions or enabling legislation.

C. Unrestricted net assets. All other net assets that do not meet the definition of “restricted” or
“invested in capital assets, net of related debt”.

Use of Estimates

In preparing the District’s financial statements, management is required to make estimates and
assumptions that affect the reported amounts of assets and liabilities, the disclosure of contingent assets
and liabilities at the date of the financial statements, and the reported amounts of revenues and expenses
during the reporting period. Actual results could differ from those estimates.

STEWARDSHIP, COMPLIANCE AND ACCOUNTABILITY
Budgetary Information

Annual budgets for all funds are adopted on a basis consistent with Oregon Revised Statutes (ORS 294 -
Local Budget Law). The process under which the budget is adopted is described in the following
paragraphs.

The Budget Officer submits a proposed budget to the Budget Committee. The District is required to
budget all funds. The District's budget is prepared for each fund on the cash basis of accounting.
Estimated receipts and expenditures are budgeted for by fund and object. Information on the past two
years' actual receipts and expenditures and current-year estimates are included in the budget document.
The Budget Committee conducts public hearings for the purpose of obtaining citizens' comments, and
then approves a budget and submits it to the Board of Directors for final adoption. The approved
expenditures for each fund may not be increased by more than 10% by the Board without returning to
the Budget Committee for a second approval.

The Board of Directors legally adopts the budget by resolution before July 1. The resolution establishes
appropriations for each fund and expenditures cannot legally exceed these appropriations. The level of
control established by the resolution for each fund is at the object group level (i.e. personal services,
materials and services, capital outlay, debt service, interfund transfers, and contingency). Appropriations
lapse as of year-end.

17



3.

The Board of Directors may change the budget throughout the year by transferring appropriations
between levels of control and by adopting supplemental budgets as authorized by Oregon Revised
Statutes. Unexpected additional resources may be added to the budget through the use of a supplemental
budget. A supplemental budget requires hearings before the public, publications in newspapers and
approval by the District. Expenditure appropriations may not be legally over-expended except in the
case of receipts that could not be reasonably estimated at the time the budget was adopted, and for debt
service on new debt issued during the budget year. Management may transfer budget amounts between
individual line items within the object group, but cannot make changes to the object groups themselves,
which is the legal level of control. During the fiscal year ended June 30, 2008 the Board did not transfer
any appropriations between levels of control, and did not adopt a supplemental budget.

DETAILED NOTES ON ALL FUNDS
Cash and Cash Equivalents

Deposits with financial institutions are comprised of bank demand deposits. Of these deposits, all were
covered by federal depository insurance. For deposits in excess of federal depository insurance, Oregon
Revised Statures require the depository institution to maintain on deposit with a collateral pool manager
securities having a value not less than 25% of the outstanding certificates of participation issued by the
pool manager. All bank balances in excess of federal depository insurance, if any, are collateralized by
securities held by an entity other than the financial institution as an agent of the bank. This collateral is
held in the name of the bank(s).

Custodial Credit Risk - Deposits
The table presented below is designed to disclose the level of custodial credit risk assumed by the
District based upon how its deposits were insured or secured with collateral at June 30, 2008. The

categories of custodial credit risk are defined as follows:

Category 1 Insured by Federal Deposit Insurance Corporation (FDIC) or collateralized with securities
held by the District (or public trust) or by its agent in its name.

Category 2 Uninsured but collateralized with securities held by the pledging financial institution’s trust
department of agent in the District’s name.

Category 3 Uninsured and uncollateralized; or collateralized with securities held by the pledging
financial institution or by its trust department of agent but not in the District’s name; or properly
collateralized with no written and approved collateral agreement.

Cash and cash equivalents at June 30, 2008, were comprised of the following:

Total Cash Custody Credit Risk Category
Type of Deposit Balance 1 2 3
Insured Deposits, deficit $ (3,003) $ (3,003)
Uninsured, but collateralized
Uncollateralized: 516,598 $ 516,598
Total Deposits $ 513,595 $ (3,003) $0 $ 516,598
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The District’s cash management policies are governed by state statutes. Statutes authorize the District to
invest in bankers’ acceptances, time certificates of deposit, repurchase agreements, obligations of the
United States’ agencies and instrumentalities and the Oregon State Treasurer’s Local Government
Investment Pool (LGIP).

Capital Assets

Fixed assets by major classes and changes in those classes for the fiscal year ended June 30, 2008, are as
follows:

Balance Balance
July 1, June 30,
2007 Additions Retirements 2008
Land $ 38,000 $ 38,000
Buildings and improvements 382,092 382,092
Equipment 504,785 $ 172,513 677,298
Apparatus 1,841,217 1,841,217
Accumulated depreciation (1,189,315) (163,062) (1,352,377)
$ 1,576,779 $ 9,451 $0 $ 1,586,230

Long-term Debt

In August 2000, the District issued General Obligation Bonds in the amount of $1,420,000. The
principal purpose of the bond issue was to purchase emergency apparatus and equipment, pay-off the
financing on an existing lease obligation and to pay administrative costs related to the bond issue. Long-
term debt transactions for the year ended June 30, 2008 are as follows:

Balance Issued Paid Balance
July 1, 2007 2007-2008 2007-2008  June 30, 2008

General obligation bonds $ 715,000 $ (160,000) $ 555,000
Interest coupons 76,515 (32,320) 44,195
$ 791,515 $0 $ (192,320) $599,195

Defined Benefit Pension Plan
Plan Description

The District contributes to two pension plans administered by the Oregon Public Employees Retirement
System (PERS). The Oregon Public Employees Retirement Fund (OPERF) applies to the District’s
contribution for qualifying employees who were hired before August 29, 2003 and is a cost-sharing
multiple-employer defined benefit pension plan. The Oregon Public Service Retirement Plan (OPSRP)
is a hybrid successor plan to the OPERF and consists of two programs: The Pension Program, the
defined benefit portion of the plan, applies to qualifying District employees hired after August 29, 2003
and to inactive employees who return to employment following a six-month or greater break in service.
Benefits are calculated by a formula for members who attain normal retirement age. The formula takes
into account final average salary and years of service. Beginning January 1, 2004, all PERS member
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contributions go into the Individual Account Program (IAP), the defined contribution portion of the plan.
PERS members retain their existing PERS accounts, but any future member contributions are deposited
into the member’s IAP, not the member’s PERS account.

Both PERS plans provide retirement and disability benefits, post employment healthcare benefits, annual
cost-of-living adjustments, and death benefits to plan members and beneficiaries. PERS is administered
under Oregon Revised Statute Chapter 238, which establishes the Public Employee Retirement Board as
the governing body of PERS. PERS issues a publicly available financial report that includes financial
statements and required supplementary information. That report may be obtained by writing to PERS,
P.O. Box 23700, Tigard, OR 97281-3700.

Funding Policy
Covered employees are required by State statute to contribute 6% of their salary to the plan. The
District is required to contribute at actuarially determined rates, as adopted by the PERS Board of

Directors.

Annual Pension Cost

Fiscal Annual Percentage Net
Year Pension Of APC Pension
Ending Cost (APC) Contributed Obligation
06/30/06 $ 25,670 100 % -0-
06/30/07 $ 29,080 100 % -0-
06/30/08 $ 18,517 100 % -0-

Property Tax Limitation

The State of Oregon has a constitutional limit on property taxes for governmental operations. Under the
limitation, tax revenue is separated into those for public schools and those for local governments other
than public schools. The limitation specifies a maximum rate for all local government operations of
$10.00 per $1,000 of real market value, while schools are similarly limited to a $5.00 maximum rate.
Local government taxes in the District currently do not exceed the $10.00 rate limit; however, this
limitation may affect the availability of future tax revenues for the District.

In May 1997, voters approved Measure 50 which rolled back assessed values to 90% of 1995-96 and
limits future increases of taxable assessed values to 3% per year, except for major improvements. Tax
rates are now fixed and not subject to change. VVoters may approve local initiatives above the fixed rate
provided a majority approves at either (i) a general election in an even numbered year, or (ii) at any other
election in which at least 50% of registered voters cast a ballot.
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Compensated Absences Payable

Vested or accumulated vacation leave that is expected to be liquidated with expendable available
financial resources is reported as an expenditure of the governmental fund that will pay it. At June 30,
2008, the District’s liability for vacation pay and compensatory time is estimated at $27,242. No
expenditure is reported for these amounts. Sick leave pay can only be taken in the event of illness and is
not accrued at fiscal year end. The total amount of sick leave pay is estimated at $49,900.

Risk Management

The District is exposed to various risks of loss related to torts: theft of, damage to and destruction of
assets; error and omissions; injuries to employees; and natural disasters. The District carries commercial
insurance for risk of loss including workers’ compensation, property damage, general liability,
automobile liability and employee dishonest coverage. Settled claims resulting from these risks have not
exceeded commercial insurance coverage in any of the past three years.

Length of Service Award Plan

The Board adopted a Length of Service Award Plan (Plan) for its volunteers. The purpose of the plan is
to provide volunteers of the District with an award to recognize their contribution to community welfare.
The District may make contributions to the plan on behalf of a volunteer in accordance with the
contribution formula. The assets of the plan are reflected in the District’s financial statements both as an
asset of the District and as a liability equal to the amount due to volunteers. The cash value of the plan
at June 30, 2008 was $16,033.
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REQUIRED SUPPLEMENTARY INFORMATION
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STATEMENT OF REVENUES, EXPENDITURES,
AND CHANGES IN FUND BALANCES - BUDGET AND ACTUAL

GENERAL FUND - BUDGETARY BASIS
TILLAMOOK FIRE DISTRICT
Fiscal year ended June 30, 2008

Revenues
Tax revenues
Current tax year revenues
Prior tax year revenues
Interest income
Annual Pump testing
Fire Act Grant income
Rent
Interest on delinquent property taxes
Rescue & EMS services
Land and timber sales
Property tax refund
Miscellaneous
Total Revenues

Expenditures
Personal services — page 24
Materials and services — page 24 & 25
Operating contingencies

Total Expenditures

Excess of revenues over (under)
Expenditures

Other Financing Sources (Uses)
Operating transfers in
Operating transfers out

Total Other Financing Sources
(Uses)

Excess of Revenues and Other Financing
Sources over Expenditures and Other
Financing (Uses)

Fund Balances - July 1, 2007

Variance

Actual With Final

Amounts Bquet

Budgeted Amounts Budgetary Positive
Original Final Basis (Negative)
$ 490,579 $ 490,579 $ 515,815 $ 25,236
20,000 20,000 22,008 2,008
3,500 3,500 11,194 7,694
1,800 1,800 1,800 0
378,718 378,718 152,902 (225,816)
900 900 675 (225)
150 150 0 (150)
2,000 2,000 932 (1,068)
500 500 2,159 1,659
400 400 260 (140)
500 500 129 (371)
899,047 899,047 707,874 (191,173)
315,039 315,039 308,563 6,478
455,958 455,958 347,198 108,760
20,000 20,000 0 20,000
790,997 790,997 655,761 135,236
108,050 108,050 52,113 (55,937)
(248,050) (248,050) (20,000) 228,050
(248,050) (248,050) (20,000) 228,050
(140,000) (140,000) 32,113 172,113
185,000 185,000 196,935 11,935
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Fund Balances - June 30, 2008 $ 45,000 $ 45,000 $ 229,048 $ 184,048
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STATEMENT OF EXPENDITURES - BUDGET AND ACTUAL

GENERAL FUND - BUDGETARY BASIS
TILLAMOOK FIRE DISTRICT
Fiscal year ended June 30, 2008

Personal services:
Fire Chief salary
Fire Marshall salary
Firefighter/EMT salary
Firefighter Mechanic salary
Social security
Workers compensation
PERS
Medical, dental life insurance

Total personal services

Materials and services subtotal from page 25
Reimbursement - volunteer LOSAP
Computer software/annual updates
Annual drug testing
Annual aerial ladder testing
Annual ladder testing
Annual hose testing
Testing: SCBA regulators
Training (Board)

Training (Staff)

Training (Volunteers)

Alarm answering phone
Business telephone (station 71)
Business telephone (station 72)
Cell phone

Internet service/provider
Station 71 electrical

Station 72 electrical

Garbage — utilities

Water — utilities

Uniform allowance

Total materials and services

Variance

Actual With Final

Amounts Budget

Budgeted Amounts Budgetary Positive

Original Basis Basis (Negative)
$ 66,060 $ 66,060 $ 66,060 $0
49,848 49,848 49,595 253
47,952 47,952 47,881 71
47,952 47,952 47,708 244
16,523 16,523 16,204 319
17,000 17,000 13,077 3,923
18,004 18,004 18,517 (513)
51,700 51,700 49,521 2,179
315,039 315,039 308,563 6,476
409,308 409,308 317,972 91,336
5,000 5,000 0 5,000
9,500 9,500 7,652 1,848
500 500 0 500
1,000 1,000 0 1,000
1,000 1,000 1,723 (723)
3,600 3,600 3,835 (235)
1,800 1,800 1,626 174
500 500 0 500
4,000 4,000 2,215 1,785
4,000 4,000 943 3,057
650 650 359 291
4,500 4,500 3,408 1,092
700 700 529 171
1,200 1,200 834 366
900 900 1,268 (368)
11,000 11,000 8,311 2,689
2,000 2,000 847 1,153
1,200 1,200 980 220
1,100 1,100 870 230
2,000 2,000 1,478 522
455,958 455,958 347,198 108,760
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Operating contingencies

Total expenditures

Materials and Services:

Attorney services

Auditing services

Bank fees

Bookkeeping services

Budgets and elections

OR Fire District Directors Assn. conf.

OR Fire Chiefs Assn. conference

OR Fire Marshals Assn. conference

Contract services - Bay City

Contract services - Cape Meares

Dues:
Oregon Fire District Directors Assn
Special Districts Association
League of Oregon Cities
Oregon Fire Chiefs Assn
Oregon Fire Marshals Assn
IAFC

Fire prevention/public information

Firefighting foam

Diesel

Gasoline

Property bond insurance

Auto and liability insurance

Maintenance: Building station 71

Maintenance: Building station 72

Maintenance: Building station 73

Equipment maintenance

Vehicle maintenance

Shop supplies/equipment

Meeting expense

Miscellaneous equipment

20,000 20,000 0 20,000
$ 790,997 $ 790,997 $ 655,761 $ 135,236
STATEMENT OF EXPENDITURES - BUDGET AND ACTUAL
GENERAL FUND —- BUDGETARY BASIS
TILLAMOOK FIRE DISTRICT
Fiscal year ended June 30, 2008
Variance
Actual With Final
Amounts Budget

Budgeted Amounts Budgetary Positive

Original Final Basis (Negative)
$ 1,500 $ 1,500 $ 950 $ 550
4,000 4,000 3,660 340
200 200 129 71
5,000 5,000 5,166 (166)
1,500 1,500 378 1,122
2,500 2,500 0 2,500
1,000 1,000 0 1,000
750 750 0 750
1,500 1,500 1,500 0
3,000 3,000 3,000 0
1,250 1,250 1,520 (270)
750 750 0 750
750 750 500 250
150 150 130 20
75 75 30 45
215 215 235 (20)
1,500 1,500 0 1,500
2,000 2,000 2,233 (233)
15,000 15,000 5,940 9,060
8,000 8,000 4,740 3,260
5,000 5,000 2,815 2,185
13,000 13,000 13,593 (593)
40,000 40,000 21,875 18,125
1,000 1,000 365 635
500 500 0 500
6,000 6,000 4,416 1,584
8,000 8,000 8,865 (865)
1,000 1,000 0 1,000
1,000 1,000 263 737
216,668 216,668 176,472 40,196
5,000 5,000 2,536 2,464

Office supplies

26



Periodicals & publications
Postage

Property taxes (Station 72 rental)
Board reimbursement

Volunteer reimbursement

Materials and services — subtotal

500 500 75 425

750 750 379 371

750 750 260 490

3,000 3,000 2,900 100
47,000 47,000 45,395 1,605

$ 409,308 $ 409,308 $ 317,972 $ 91,336
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STATEMENT OF REVENUES, EXPENDITURES,
AND CHANGES IN FUND BALANCES - BUDGET AND ACTUAL

EQUIPMENT RESERVE FUND — BUDGETARY BASIS
TILLAMOOK FIRE DISTRICT
Fiscal year ended June 30, 2008

Variance
Actual With Final
Amounts Buc_jget
Budgeted Amounts Budgetary Positive
Original Basis Basis (Negative)
Revenues
Interest $ 2,000 $ 2,000 $ 3,048 $ 1,048
Total revenues 2,000 2,000 3,048 1,048
Expenditures
Bank fees 200 200 120 80
Water tender 219,000 219,000 0 219,000
Major equipment repairs 10,000 10,000 0 10,000
Total expenditures 229,200 229,200 120 229,080
Excess of Revenues Over/Under
Expenditures (227,200) (227,200) 2,928 230,128
Other Financing Sources (Uses)
Operating transfers in 248,050 248,050 20,000 228,050
Operating transfers out 0 0 0 0
Total other financing sources (uses) 248,050 248,050 20,000 228,050
Excess of revenues and other
financing sources over (under)
expenditures and other financing
sources (uses) 20,850 20,850 22,928 2,078
Fund Balance - July 1, 2007 64,000 64,000 64,512 512
Fund Balance - June 30, 2008 $ 84,850 $ 84,850 $ 87,440 $ 2,590
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STATEMENT OF REVENUES, EXPENDITURES,
AND CHANGES IN FUND BALANCES - BUDGET AND ACTUAL
DEBT SERVICE FUND — BUDGETARY BASIS

Revenues
Current year taxes
Prior years taxes
Interest income
Total revenues

Expenditures
Bond principal- due 8/1/2006
Bond interest - due 2/1/2007
Bond interest - due 8/1/2006
Bank fees

Total expenditures

Excess of Revenues Over (Under)
Expenditures

Fund Balance - July 1, 2007

Fund Balance - June 30, 2008

TILLAMOOK FIRE DISTRICT
Fiscal year ended June 30, 2008

Variance

Actual With Final

Amounts Bquet

Budgeted Amounts Budgetary Positive

Original Basis Basis (Negative)
$ 173,630 $ 173,630 $ 181,929 $ 8,299
6,000 6,000 6,504 504
2,000 2,000 4,786 2,786
181,630 181,630 193,219 11,589
160,000 160,000 160,000 0
14,160 14,160 14,160 0
18,160 18,160 18,160 0
150 150 120 30
192,470 192,470 192,440 30
(10,840) (10,840) 779 11,619
195,000 195,000 196,328 1,328
$ 184,160 $ 184,160 $ 197,107 $ 12,947
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SCHEDULE OF LONG-TERM DEBT
TILLAMOOK FIRE DISTRICT
For the fiscal year ended June 30, 2008

$1,420,000
General Obligation Bonds
Series 2000
Maturity Date Principal Interest Rate Interest Total

08-01-08 $ 170,000 5.05% $ 14,160.00 $ 184,160.00
02-01-09 9,867.50 9,867.50
08-01-09 185,000 5.10% 9,867.50 194,867.50
02-01-10 5,150.00 5,150.00
08-01-10 200,000 5.15% 5,150.00 205,150.00
$ 555,000 $ 44,195.00 $ 599,195.00
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STATEMENT OF PROPERTY TAX TRANSACTIONS

TILLAMOOK FIRE DISTRICT
For the fiscal year ended June 30, 2008

TAXES INTEREST TAXES
RECEIVABLE LEVY DISCOUNTS RECEIVABLE
TAX YEAR JULY 1, 2007 2007-2008 COLLECTIONS ADJUSTMENTS JUNE 30, 2008
2007-2008 $ 748,614 $ (701,113) $ (18,923) $ 28,578
2006-2007 $ 22,123 (11,705) (144) 10,274
2005-2006 9,047 (3,594) (78) 5,374
2004-2005 4,729 (3,219) (33) 1,478
Prior 1,473 (994) (67) 412
$ 37,372 $ 748,614 $ (720,625) $ (19,245) $ 46,116
General Fund $ 34,126
Debt Service Fund 11,990
$ 46,116
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COMMENTS AND DISCLOSURES

REQUIRED BY STATE REGULATIONS
TILLAMOOK FIRE DISTRICT
June 30, 2008

Oregon Administrative Rules 162-10-000 through 162-16-000 of Minimum Standards for Audits of
Oregon Municipal Corporations, prescribed by the Secretary of State in cooperation with the Oregon
State Board of Accountancy, enumerate the financial statements, schedules, comments and disclosures
required in the audit reports. The required statements and schedules are presented in the preceding
sections of this report. Following are the required comments and disclosures related to my examination
of the statements and schedules are set forth as follows:

I have audited the basic financial statements of the Tillamook Fire District, Tillamook, Oregon, as of and
for the year ended June 30, 2008, and have issued my report dated November 7, 2008.

I conducted my audit in accordance with auditing standards generally accepted in the United States of
America. Those standards require that | plan and perform the audit to obtain reasonable assurance about
whether the basic financial statements are free of material misstatement.

The management of Tillamook Fire District, Tillamook, Oregon, is responsible for establishing and
maintaining a system of internal control. In fulfilling this responsibility, estimates and judgments by
management are required to assess the expected benefits and related costs of internal control policies and
procedures. The objectives of an internal control are to provide management with reasonable, but not
absolute, assurance that assets are safeguarded against loss from unauthorized use or disposition and that
transactions are executed in accordance with management’s authorization and recorded properly to
permit the preparation of basic financial statements in accordance with generally accepted accounting
principles. Because of inherent limitations in any internal control, errors or irregularities may
nevertheless occur and not be detected. Also, projection of any evaluation of the internal controls to
future periods is subject to the risk that procedures may become inadequate because of changes in
conditions or that the effectiveness of the design and operation of policies and procedures may
deteriorate.

In planning and performing my audit of the basic financial statements of Tillamook Fire District,
Tillamook, Oregon for the year ended June 30, 2008, I obtained an understanding of the internal control.
With respect to the internal control, | obtained an understanding of the design of relevant policies and
procedures and whether they have been placed in operation, and | assessed control risk in order to
determine my auditing procedures for the purpose of expressing my opinion on the basic financial
statements and not to provide an opinion on the internal control. Accordingly, I do not express such an
opinion.

Accounting Records and Internal Control

One individual is involved in handling District receipts, recording transactions in the accounting records
and reconciling between the receipts and the accounting records. This lack of segregation of duties
precludes the establishment of effective internal control procedures. However, based upon additional
audit procedures, no qualification of my opinion with respect to the financial statements as a whole was
deemed necessary.
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The accounting records appear to have been adequately maintained and are auditable.

Budget Compliance

The District’s budgets for 2007-2008 and 2008-2009 were prepared and adopted and in all material
respects the 2007-2008 budget was executed in compliance with local budget laws and administrative
rules.

Bonded Debt Limitations

The District’s bonded debt is within the legal limit imposed by ORS 287.004.

Collateral Securing Depository Balances

ORS Chapter 295 requires that each depository holding funds shall maintain on deposit with its
custodians securities having a prescribed value of not less than 25% of the certification of participation
issued by the pool manager for funds as collateral for deposits in excess of Federal Deposit Insurance
Corporation coverage. Deposits as reported by the bank did not exceed the maximum amount of Federal
Deposit Insurance Corporation coverage during the fiscal year ended June 30, 2008.

Insurance Policy and Fidelity Bond Coverage

| have reviewed the District’s insurance and fidelity bond coverage at June 30, 2008. | ascertained that
such policies appeared to be in force and in compliance with legal requirements relating to insurance and
fidelity bond coverage.

Investment of Public Funds

The District's investment of public funds during the fiscal year ended June 30, 2008, complies with the
statutory provisions of ORS Chapter 294.

Public Contract and Purchasing Compliance

The District’s procedures for awarding public contracts was reviewed and found to be in accordance
with ORS 279.

Outstanding Warrants
The District had no outstanding endorsed warrants at June 30, 2008.
Highway Funds

The District does not receive highway funds.
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This report is intended solely for the information of the Board of Directors, Management and the Oregon
Secretary of State, Audit’s Division, and is not intended to be and should not be used by anyone other
than these specified parties.

Patrick G. Carney
Certified Public Accountant

35



