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INDEPENDENT AUDITORS' REPORT 

The Board of Directors 
Chino Valley Fire District 
Chino Valley, Arizona 

Report on the Audit of the Financial Statements 

Opinions 

We have audited the accompanying financial statements of the governmental activities and 
each major fund of the Chino Valley Fire District, Arizona, as of and for the year ended June 30, 
2022, and the related notes to the financial statements, which collectively comprise the Chino 
Valley Fire District, Arizona’s basic financial statements as listed in the table of contents.  

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 Chino 
Valley Fire District, Arizona, as of June 30, 2022, and the respective changes in financial 
position for the year then ended in accordance with accounting principles generally accepted in 
the United States of America.  

Basis for Opinions 

We conducted our audit in accordance with auditing standards generally accepted in the United 
States of America Our responsibilities under those standards are further described in the 
Auditors’ Responsibilities for the Audit of the Financial Statements section of our report. We are 
required to be independent of the Chino Valley Fire District, Arizona, and to meet our other 
ethical responsibilities, in accordance with the relevant ethical requirements relating to our audit. 
We believe that the audit evidence we have obtained is sufficient and appropriate to provide a 
basis for our audit opinions.  

Responsibilities of Management for the Financial Statements 

Management is responsible for the preparation and fair presentation of the financial statements 
in accordance with accounting principles generally accepted in the United States of America, 
and for the design, implementation, and maintenance of internal control relevant to the 
preparation and fair presentation of financial statements that are free from material 
misstatement, whether due to fraud or error. 

In preparing the financial statements, management is required to evaluate whether there are 
conditions or events, considered in the aggregate, that raise substantial doubt about the Chino 
Valley Fire District, Arizona’s ability to continue as a going concern for twelve months beyond 
the financial statement date, including any currently known information that may raise 
substantial doubt shortly thereafter.  

Baker Tilly US, LLP, trading as Baker Tilly, is a member of the global network of Baker Tilly International Ltd., the members of which 
are separate and independent legal entities. © 2020-2022 Baker Tilly US, LLP



Auditors’ Responsibilities for the Audit of the Financial Statements 

Our objectives are to obtain reasonable assurance about whether the financial statements as a 
whole are free from material misstatement, whether due to fraud or error, and to issue an 
auditor’s report that includes our opinions. Reasonable assurance is a high level of assurance 
but is not absolute assurance and therefore is not a guarantee that an audit conducted in 
accordance with generally accepted auditing standards will always detect a material 
misstatement when it exists. The risk of not detecting a material misstatement resulting from 
fraud is higher than for one resulting from error, as fraud may involve collusion, forgery, 
intentional omissions, misrepresentations, or the override of internal control. Misstatements are 
considered material if there is a substantial likelihood that, individually or in the aggregate, they 
would influence the judgment made by a reasonable user based on the financial statements.  
In performing an audit in accordance with generally accepted auditing standards, we: 

• Exercise professional judgment and maintain professional skepticism throughout the
audit.

• Identify and assess the risks of material misstatement of the financial statements,
whether due to fraud or error, and design and perform audit procedures responsive to
those risks. Such procedures include examining, on a test basis, evidence regarding the
amounts and disclosures in the financial statements.

• Obtain an understanding of internal control relevant to the audit 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 Chino Valley Fire District, Arizona’s
internal control. Accordingly, no such opinion is expressed.

• Evaluate the appropriateness of accounting policies used and the reasonableness of
significant accounting estimates made by management, as well as evaluate the overall
presentation of the financial statements.

• Conclude whether, in our judgment, there are conditions or events, considered in the
aggregate, that raise substantial doubt about the Chino Valley Fire District, Arizona’s
ability to continue as a going concern for a reasonable period of time.

We are required to communicate with those charged with governance regarding, among other 
matters, the planned scope and timing of the audit, significant audit findings, and certain internal 
control-related matters that we identified during the audit.   

Required Supplementary Information 

Accounting principles generally accepted in the United States of America require that the 
management’s discussion and analysis and the required supplementary information, as listed in 
the table of contents, be presented to supplement the basic financial statements. Such 
information is the responsibility of management and, although not a part of the basic financial 
statements, is required by the Governmental Accounting Standards Board, who considers it to 
be an essential part of financial reporting for placing the basic financial statements in an 
appropriate operational, economic, or historical context. 



Required Supplementary Information (Continued) 

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. 

Supplementary Information 

Our audit was conducted for the purpose of forming an opinion on the financial statements that 
collectively comprise Chino Valley Fire District’s basic financial statements.  The supplementary 
information as listed in the table of contents is presented for purposes of additional analysis and 
is not a required part of the basic financial statements. 

The supplementary information as listed in the table of contents is the responsibility of 
management and was derived from and relates directly to the underlying accounting and other 
records used to prepare the basic financial statements.  The information has been subjected to 
the auditing procedures applied in the audit of the basic financial statements and certain 
additional procedures, including comparing and reconciling such information directly to the 
underlying accounting and other records used to prepare the basic financial statements or to the 
basic financial statements themselves, and other additional procedures in accordance with 
auditing standards generally accepted in the United States of America. In our opinion, the 
financial information listed as supplementary information in the table of contents is fairly stated, 
in all material respects, in relation to the basic financial statements as a whole. 

Other Reporting Required by Government Auditing Standards 

In accordance with Government Auditing Standards, we have also issued our report dated  
on December 19, 2022 our consideration of the Chino Valley Fire District, Arizona’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 
internal control over financial reporting or on compliance. That report is an integral part 
of an audit performed in accordance with Government Auditing Standards in 
considering Chino Valley Fire District, Arizona’s internal control over financial reporting and 
compliance. 

Tempe, Arizona 
December 19, 2022
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Chino Valley Fire District 
Management’s Discussion and Analysis 

June 30, 2022 
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As management of Chino Valley Fire District (the “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, 2022. We encourage readers to consider the information 
presented here in conjunction with District’s financial statements. 

Financial Highlights 

• The assets and deferred outflow of resources of the District exceeded its liabilities and
deferred inflow of resources at the close of the most recent fiscal year by ($775,726). Of
this amount, $13,995 is restricted for debt service. The shortage of ($789,721) is
unrestricted.

• During the year, the District’s total net position decreased by $1,022,227.

• As of the close of the current fiscal year, the District’s governmental funds reported
combined ending fund balances of $312,176, an increase of $36,215 from prior year.

• At the end of the current fiscal year, unassigned fund balance for the general fund was
$286,158 or 5.5% of the 2022 fiscal year's total budgeted operating expenditures.

• Total revenue received in the General Fund was $5,389 less than the final budget and
expenditures were $38,791 less than the final budget.

Overview of the Financial Statements 

This discussion and analysis is intended to serve as an introduction to the District’s basic 
financial statements which are comprised of three components: (1) government-wide financial 
statements, (2) fund financial statements and (3) notes to the basic financial statements. This 
report also contains required supplementary information in addition to the basic financial 
statements themselves. 

Government-wide Financial Statements 

The government-wide financial statements are designed to provide readers with a broad 
overview of the District’s finances, in a manner similar to a private-sector business. 
Consequently, the entity-wide presentation utilizes the accrual basis of accounting and 
consolidates all governmental funds of the District. 

The statement of net position presents information on all of the District’s assets, deferred 
outflows, liabilities, and deferred inflows with the difference between them 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. 
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The statement of activities presents information showing how the government’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 (e.g., uncollected taxes and earned but unused 
vacation leave). 

The government–wide financial statements can be found as listed on the Table of Contents. 

Fund Financial Statements 

A fund is a grouping of related accounts that is used to maintain control over resources that 
have been segregated for specific activities or objectives. The District, like other state and local 
governments, uses fund accounting to ensure and demonstrate compliance with finance-related 
legal requirements.  Management establishes governmental funds based on the application of 
generally accepted accounting principles and the evaluation of applicable laws, regulations and 
reporting objectives. 

Governmental Funds 

Governmental funds are used to account for essentially the same functions reported as 
governmental activities in the government-wide financial statements. However, unlike the 
government-wide financial statements, governmental fund financial statements focus on near-
term inflows and outflows of spendable resources, as well as on balances of spendable 
resources available at the end of the fiscal year. Such information may be useful in evaluating a 
government’s near-term financing requirements. 

Because the focus of governmental funds is narrower than that of the government-wide financial 
statements, it is useful to compare the information presented for governmental funds with similar 
information presented for governmental activities in the government-wide financial statements. 
By doing so, readers may better understand the long-term impact of the government’s near-term 
financing decisions.  Both the governmental fund balance sheet and the governmental fund 
statement of revenues, expenditures and changes in fund balances provide a reconciliation to 
facilitate this comparison between governmental funds and governmental activities. 

The District maintains two (2) individual governmental funds: The General Fund and the Debt 
Service Fund (includes bond funds issued and committed). Information is presented separately 
in the governmental fund balance sheet and governmental fund statement of revenues, 
expenditures, and changes in fund balances for each fund, each of which are considered to be 
the major funds of the District; the concept and determination of major funds has been 
established by the Governmental Accounting Standards Board (GASB).  

The District adopts an annual appropriated budget to levy taxes and provide for its General 
Fund. A budgetary comparison statement for the general fund has been provided as part of the 
supplementary information following the basic financial statements to demonstrate compliance 
with the budget and is presented as noted in the Table of Contents.  

The basic governmental fund financial statements can be found as noted in the Table of 
Contents. 
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Notes to Basic Financial Statements 

The notes provide additional information that is essential to a full understanding of the data 
provided in the government-wide and fund financial statements. The notes to the basic financial 
statements can be found as noted in the Table of Contents. 

Other Information 

In addition to the basic financial statements and accompanying notes, this report includes 
required supplementary information, other than Management's Discussion and Analysis, 
concerning a comparison of the District’s budget to actual revenues and expenditures, as 
described earlier and can be found as noted in the Table of Contents.  

Government-wide Financial Analysis 

As noted earlier, net position may serve over time as a useful indicator of a government’s 
financial position. In the case of Chino Valley Fire District, assets exceeded liabilities by 
($775,726) at the close of the most recent fiscal year. 

Of the District’s net position, $13,995 is restricted for scheduled debt service payments. The 
remaining net position of ($789,721) is unrestricted. The following contains a comparative 
analysis between the current and the prior fiscal year for the government-wide statements. 

2022 2021

Assets:

Cash and cash equivalents 243,475$    270,716$    

Other assets 168,155 147,791

Investment in join venture 1,900,009        3,247,778        

Total assets 2,311,639        3,666,285        

Deferred outflows of resources 87,905 105,486 

Liabilities:

Accrued expenses 270 270

Long-term obligations 3,175,000        3,525,000        

Total liabilities 3,175,270        3,525,270        

Net position:

Restricted for debt services 13,995 12,939 

Unrestricted (789,721)          233,562 

Total net position (775,726)$    246,501$    

Governmental Activities 

Condensed Statement of Net Position 
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In comparison to fiscal year 2021, the total net position of the District decreased by $1,022,227 
in 2022. Key elements of this change from the prior year are as follows: 

• Because of an increase in assessed valuations, property taxes increased by $390,344 in
fiscal year 2022 in comparison to fiscal year 2021.

• Expenses for administrative and support services decreased by $744.

• Total loss realized from the joint venture in fiscal year 2022 was a loss of $1,347,769.

The table on the following page presents a comparative summary of the District's revenues and 
expenditures for the current and preceding fiscal years. 

2022 2021

Revenues: 

Program revenue:

Income (loss) for joint venture  $    (1,347,769)  $   (1,875,441)

General revenues: 

Property taxes         5,270,729         4,880,385 

Fire District assistance tax 400,660 397,977 

Interest earnings 1,993 2,156 

Total revenues         4,325,613         3,405,077 

Expenses:

Fund transfer to joint venture         5,230,932         4,781,651 

Public safety 116,908 126,797 

Total expenses         5,347,840         4,908,448 

(Decrease) Increase in net position        (1,022,227)        (1,503,371)

Net position, beginning 246,501         1,749,872 

Net position, ending  $   (775,726)  $   246,501 

Governmental Activites 

Condensed Statement of Changes in Net Position 

Financial Analysis of the Governmental Funds 

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

The focus of the District’s governmental funds is to provide information on near-term inflows, 
outflows, and balances of spendable resources. Such information is useful in assessing the 
District’s financing requirements.  In particular, unassigned fund balance may serve as a useful 
measure of a government’s net resources available for spending at the end of fiscal year. 



10 

At the end of the current fiscal year, the District’s governmental funds reported combined ending 
fund balances of $286,158. During 2022 fund balance decreased by $26,018 in comparison to 
fund balance of $312,176 in 2021.  

Of the total combined governmental fund balance of $286,158, the amount restricted for debt 
services payment was $3,469; and the committed fund balance was $47,310. No funds were 
assigned to the capital reserve in 2022.  

The General Fund accounts for all of the financial resources of the District, which are not 
accounted for in any other fund. At the end of the current fiscal year, spendable fund balance of 
the general fund was $235,379. As a measure of the general fund’s liquidity, it may be useful to 
compare spendable fund balance to total fund expenditures. Spendable fund balance 
represents 5.5% of total general fund expenditures of $5,236,845. 

The Debt Service Fund accounts for the property tax levy dedicated to the payment of principal 
and interest on general obligation bonds.  

Budgetary Highlights 

During fiscal year 2022 there were no modifications to the General Fund’s originally adopted 
budget. Total actual revenues were $5,389 less than budgeted revenues while total actual 
expenditures were $38,791 less than budgeted expenditures. The revenue variance was 
primarily attributed to less than anticipated tax collections and the expenditure variance was 
primarily attributed to less contributions to fire authority funding than budgeted. 

Capital Asset and Debt Administration 

Capital assets – There were no assets transferred in the current year. 

Long-term Debt – At the end of the current fiscal year, the District had total outstanding debt of 
$3,175,000. All of the debt is due to a 2016 private placement debt refunding of the outstanding 
General Obligation Bonds and is backed by the full faith and credit of the District. 

Additional information regarding long-term debt of the District can be found in the notes to the 
financial statements as noted in the Table of Contents. 

Economic Factors and Next Year’s Budget and Rates 

The District is subject to general economic conditions such as increases or declines in property 
tax value or other types of revenues that vary with economic conditions.  

Property assessment values for the Chino Valley Fire District increased by 7.5% in the past 
year. Fire Districts are funded largely by property taxes and when values increase, usually tax 
rates can be conservatively maintained or if the values decrease the District must respond in 
their budgeting process by cutting costs and/or increasing the tax levy.   
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With the implementation of Proposition 117 a maximal allowed increase in property value of 5% 
(commencing in fiscal year 2017) plus new growth. The organization has maintained a fiscally 
conservative approach and the tax rate has been at the state mandated limit of $3.25 per $100 
net assessed value, however, beginning in fiscal year 2023 the limit will be increased to a 
maximum allowed $3.375 for fiscal year 2023 and then $3.50 for fiscal year 2024. The increase 
service demands over the past 3 years (28% in call volume) will require increases to tax rates in 
addition to the forecasted property value increases. 

Due to the aforementioned challenges and financial limitations, the District had entered into an 
Intergovernmental Agreement (IGA) with the Central Yavapai Fire District for joint management. 
This agreement allowed the sharing of resources through administrative and upper 
management, providing an opportunity for financial review and decreased costs for services, 
supplies and personnel for the district. The Joint Management Agreement for fiscal year 2016 
led to a new IGA to create a Joint Powers Authority (JPA) under A.R.S § 48-805.01 for fiscal 
year 2017. This created an organization that will manage all assets, operations and personnel of 
both the Central Yavapai and Chino Valley Fire Districts.  

Request for Information 

The District’s financial statements are designed to present users (citizens, taxpayers, 
government entities and creditors) with a general overview of the District’s finances and to 
demonstrate the District’s accountability.  If you have any questions about this report or need 
additional financial information, please contact the District's administrative office at 
8603 E. Eastridge Drive, Prescott Valley 86314, call (928) 772-771, or visit the District’s website 
at www.cazfire.gov. 
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CHINO VALLEY FIRE DISTRICT 
STATEMENT OF NET POSITION 
JUNE 30, 2022 

Governmental

Activities

ASSETS

Cash and cash equivalents 243,475$   

Property taxes receivables 168,155

Investment in joint venture 1,900,009       

Total assets 2,311,639       

DEFERRED OUTFLOWS OF RESOURCES

Deferred charge on refunding 87,905 

LIABILITIES

Accounts payable 270

Noncurrent liabilities

Due within one year 360,000

Due in more than one year 2,815,000

Total liabilities 3,175,270       

NET POSITION

Restricted for debt service 13,995 

Unrestricted (789,721)         

Total net position (775,726)$    



See accompanying notes. 15 

CHINO VALLEY FIRE DISTRICT 
STATEMENT OF ACTIVITIES 
YEAR ENDED JUNE 30, 2022 

Governmental

EXPENSES Activities

Fund transfer to:

Fire authority funding 5,230,932$   

Public safety fire protection:

Administrative and support services 5,913

Interest 110,995

Total Program expenses 5,347,840       

PROGRAM REVENUES 

Income (loss) from joint venture (1,347,769)      

Total program revenue (loss) (1,347,769)      

Net program revenue (expenses) (6,695,609)      

GENERAL REVENUES

Real and personal property taxes 5,270,729

Fire district assistance tax 400,660

Interest earnings 1,993

Total general revenue 5,673,382       

CHANGE IN NET POSITION (1,022,227)      

NET POSITION BEGINNING OF YEAR 246,501 

NET POSITION END OF YEAR (775,726)$    



See accompanying notes.  16 

CHINO VALLEY FIRE DISTRICT 
BALANCE SHEET – GOVERNMENTAL FUNDS 
JUNE 30, 2022 

Total

Debt Governmental

General Service Funds

ASSETS

Cash and cash equivalents 196,165$   47,310$   243,475$   

Property taxes receivable 154,160 13,995 168,155 

Total assets 350,325 61,305 411,630 

LIABILITIES, DEFERRED INFLOWS OF

RESOURCES AND FUND BALANCES 

LIABILITIES

Accounts payable 270 - 270 

Total liabilities 270 - 270 

DEFERRED INFLOWS OF RESOURCES 

Unavailable revenue - property taxes 114,676 10,526 125,202 

Total deferred inflow of resources 114,676 10,526 125,202 

FUND BALANCES

Restricted - 3,469 3,469 

Committed - 47,310 47,310 

Unassigned 235,379 - 235,379

Total fund balances 235,379 50,779 286,158 

Total liabilities, deferred inflows of

resources and fund balances 350,325$   61,305$   411,630$   

Major Funds 



See accompanying notes. 17 

CHINO VALLEY FIRE DISTRICT 
RECONCILIATION OF THE BALANCE SHEET TO THE STATEMENT OF NET POSITION - 
GOVERNMENTAL FUNDS 
JUNE 30, 2022 

Fund balances - governmental funds 286,158$    

Amounts reported for governmental activities in the 

statement of net position are different because:

125,202        

governmental funds.

1,900,009     

fund liabilities.

Bonds payable (3,175,000)$  

Deferred amounts on refunding 87,905          (3,087,095) 

Net position of governmental activities (775,726)$    

is not reported in the funds.

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

period and therefore are not reported as governmental 

These liabilities consist of the following:

to pay for current-period expenditures are deferred in 

The District has an equity interest in a joint venture. The 

investment is not a current financial resource and therefore 

net realizable value. However, receivables not available

The Statement of Net Position reports receivables at their
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CHINO VALLEY FIRE DISTRICT 
STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCES – 
GOVERNMENTAL FUNDS 
YEAR ENDED JUNE 30, 2022 

Total

Debt Governmental

General Service Funds

REVENUES

Property taxes 4,828,349$   423,239$   5,251,588$   

Fire district assistance tax 400,660 - 400,660

Interest earnings 1,238 755 1,993 

Total revenues 5,230,247 423,994 5,654,241 

EXPENDITURES

Current

Fire Authority funding 5,230,932 - 5,230,932

Administrative and support services 5,913 - 5,913 

Principal - 350,000 350,000 

Interest - 93,414 93,414 

Total expenditures 5,236,845 443,414 5,680,259 

Excess (deficiency) of revenues

over expenditures (6,598) (19,420)         (26,018)         

Fund balances - beginning of year 241,977 70,199 312,176 

Fund balances - end of year 235,379$   50,779$   286,158$   

Debt Service

Major Funds 
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CHINO VALLEY FIRE DISTRICT 
RECONCILIATION OF THE STATEMENT OF REVENUES, EXPENDITURES AND CHANGES 
IN FUND BALANCES OF GOVERNMENTAL FUNDS TO THE STATEMENT OF ACTIVITIES 
YEAR ENDED JUNE 30, 2022 

Net change in fund balances - total governmental funds (26,018)$    

of activities are different because:

19,141 

Principal paid on long-term debt 350,000$   

Amortization of deferred amounts on debt refunding (17,581)      332,419        

Current year change in investment (1,347,769)    

Change in net position of governmental activities (1,022,227)$  

Governmental funds defer revenues that do not provide current

financial resources. However, the Statement of Activities

recognizes such revenues at their net realizable value when

earned, regardless of when received. 

The issuance of long-term debt (e.g., bonds, leases) provides

current financial resources to governmental funds, while the

repayment of the principal of long-term debt consumes the

current financial resources of governmental funds. Neither

transaction, however, has any effect on the net position. Also,

governmental funds report premiums, discounts, and similar

items when debt is first issued, whereas these amounts are

deferred and amortized in the statement of activites. 

The District has a share in the revenues of the investment
in a joint venture. This revenue is not a current financial

resource and therefore is not reported in the funds.

Amounts reported for governmental activities in the statement 
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CHINO VALLEY FIRE DISTRICT 
NOTES TO FINANCIAL STATEMENTS 
YEAR ENDED JUNE 30, 2022 

NOTE 1 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 

The accounting policies and procedures of the Chino Valley Fire District conform to accounting 
principles generally accepted in the United States of America (GAAP) as applied to 
governmental entities.  The Governmental Accounting Standards Board (GASB) is the accepted 
standard setting body for establishing governmental accounting and financial reporting 
principles.  The more significant of the District’s accounting policies are described below. 

A. Reporting Entity

The Chino Valley Fire District (the District) was organized as a Special Service District pursuant 
to the provisions of Chapter 5 of Title 48 of the Arizona Revised Statutes – Special Taxing 
Districts, which sets forth the legal framework for a fire district. The District provides fire 
protection and emergency medical related services to the residents and guests of the District 
and surrounding area. The District is governed by an elected five member board of directors, 
which appoints the chairman. The District does not have any component units, meaning entities 
for which the District is considered to be financially accountable. Effective July 1, 2016, the 
District transferred the majority of its assets, liabilities, equity and operations to Central Arizona 
Fire and Medical Authority.  

Reporting Entity 

In evaluating how to define the government, for financial reporting purposes, management has 
considered all potential component units. The basic, but not only, criterion for including a 
potential component unit within the reporting entity is the governing body’s ability to exercise 
oversight responsibility. The District does not currently have any potential component units. 

B. Government-Wide and Fund Financial Statements

The government-wide financial statements (i.e., the statement of net position and the statement 
of activities) report information on all of the nonfiduciary activities of the primary government and 
its component units. All fiduciary activities are reported only in the fund financial statements. 
Governmental activities, which normally are supported by member contributions, 
intergovernmental revenues, and other nonexchange transactions, are reported separately from 
business-type activities, which rely to a significant extent on fees and charges to external 
customers for support. Likewise, when applicable, the primary government is reported 
separately from certain legally separate component units for which the primary government is 
financially accountable. 
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NOTE 1 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued) 

B. Government-Wide and Fund Financial Statements (Continued)

The statement of activities demonstrates the degree to which the direct expenses of a given 
function or segments are offset by program revenues. Direct expenses are those that are clearly 
identifiable with a specific function or segment. Program revenues include 1) charges to 
customers or applicants who purchase, use, or directly benefit from goods, services, or 
privileges provided by a given function or segment and 2) grants and contributions that are 
restricted to meeting the operational or capital requirements of a particular function or segment. 
Taxes, state shared revenues, investment income and other items not included among program 
revenues are reported as general revenues. 

C. Measurement Focus, Basis of Accounting and Basis of Presentation

Government-Wide Financial Statements – The government-wide financial statements are 
reported using the economic resources measurement focus and the accrual basis of 
accounting.  Revenues are recorded when earned and expenses are recorded when a liability is 
incurred, regardless of the timing of related cash flows. Member contributions are recognized in 
the period they are billed. Grants and similar items are recognized as revenues as soon as 
eligibility requirements imposed by the grantor or provider have been met. The exception is any 
interfund activity between governmental and business type activities, such as transfers. 

Fund Financial Statements – Governmental fund financial statements are reported using the 
current financial resources measurement focus and the modified accrual basis of accounting. 
Revenues are recognized as soon as they are measurable and available. Revenues are 
considered to be available when they are collectible within the current period or soon enough 
thereafter to pay liabilities of the current period. For this purpose, the District considers 
revenues to be available if they are collected within 60 days of the end of the current fiscal 
period. Expenditures generally are recorded when a liability is incurred, as under accrual 
accounting. However, debt service expenditures, claims and judgments, are recorded only 
when payment is due. General capital asset acquisitions are reported as expenditures in 
governmental funds. Issuance of long-term debt and acquisitions under capital leases are 
reported as other financing sources. 

Property taxes, Fire District Assistance Taxes (FDAT), and interest associated with the current 
fiscal period are all considered to be susceptible to accrual and so have been recognized as 
revenues of the current fiscal period. Entitlements are recorded as revenues when all eligibility 
requirements are met, including any time requirements, and the amount is received during the 
period or within the availability period for this revenue source (within 60 days of year-end). 
Expenditure-driven grants are recognized as revenue when the qualifying expenditures have 
been incurred and all other eligibility requirements have been met, and the amount is received 
during the period or within the availability period for this revenue source (within 60 days of year-
end). All other revenue items are considered to be measurable and available only when cash is 
received by the government. 
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NOTE 1 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued) 

C. Measurement Focus, Basis of Accounting and Basis of Presentation (Continued)

The focus of governmental fund financial statements is on major funds rather than reporting 
funds by type.  Each major fund is presented in a separate column.  

The District reports the following major governmental funds: 

General Fund – This fund is the District’s primary operating fund.  It accounts for all financial 
resources of the District, except those required to be accounted for in other funds. 

Debt Service Fund – This fund is used to account for legally restricted tax levies of the District 
which are used to meet ongoing debt service requirements. 

D. Budgeting and Budgetary Control

The District Board formally adopts an annual budget for all operating funds which is submitted to 
the county treasurer and county board of supervisors.  The budgets are adopted by the District 
on a basis consistent with ARS 48-807. This basis allows the District Board or Fire Chief to alter 
the budget within the total expenditure allocation as needed during the year. The District 
management generally cannot exceed the total expenditure budget.  

Annual budgets are adopted on a basis consistent with GAAP for all governmental funds. 
Budgeted amounts are as originally adopted, or as amended by the Board.  

Budgetary Process: State law requires that on or before the third Monday in July of each fiscal 
year, the Board must adopt a tentative budget.  Once this tentative budget has been adopted, 
the expenditures may not be increased upon final adoption, however, they may be decreased. 

Final Budget Adoption: State law specifies that at least seven days prior to the day the property 
tax levy is adopted, the Board must adopt the final budget for the fiscal year. The date in State 
law for adoption of the tax levy is on or before the third Monday in August. The adopted budget 
then becomes the amount proposed for expenditure in the upcoming fiscal year. The adoption 
of the final budget may take place through a simple motion approved by the Board. 

Budget amendments are required to increase expenditure budgets. Expenditures may not 
legally exceed budgeted appropriations at the local activity level. 

E. Cash and Cash Equivalents

Cash represents amounts in demand deposits and amounts held in trust by financial institutions. 
The funds held in trust are available to the District upon demand.  Cash equivalents are defined 
as short-term (original maturities of three months or less), highly liquid investments that are 
1) readily convertible to known amounts of cash and 2) so near maturity that they present
insignificant risk of changes in value because of changes in interest rates.
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NOTE 1 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued) 

F. Fund Balances – Governmental Funds

Fund Balances 

Fund balances of the governmental funds are reported separately within classifications based 
on a hierarchy of the constraints placed on those resources. The classifications are based on 
the relative strength of the constraints that control how the specific amounts can be spent. The 
following classifications describe the relative strength of the spending constraints: 

Nonspendable – Amounts that cannot be spent either because they are in Nonspendable 
form or because they are legally or contractually required to be maintained intact. 

Restricted – Amounts that can be spent only for specific purposes because of constitutional 
provisions or enabling legislation or because of constraints that are externally imposed by 
creditors, grantors, contributors, or the laws or regulations of other governments. 

Committed – Amounts that can be used only for specific purposes determined by a formal 
action of the District Board.  The Board is the highest level of decision-making District for the 
District.  Commitments may be established, modified, or rescinded only through resolutions 
approved by the District Board. 

Assigned – Amounts that do not meet the criteria to be classified as restricted or committed 
but that are intended to be used for specific purposes.  Under the District’s adopted policy, 
only the Board or any official or body to which the District Board delegates District may 
assign amounts for specific purposes. 

Unassigned – All other spendable amounts. 

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

G. Interfund Activity

Flows of cash from one fund to another without a requirement for repayment are reported as 
interfund transfers. Interfund transfers between governmental funds are eliminated in the 
Statement of Activities. Interfund transfers in the fund statements are reported as other 
financing sources/uses in governmental funds. 

H. Long-term obligations

In the government-wide financial statements, long-term debt and other long term obligations are 
reported as liabilities in the statement of net position. 
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NOTE 1 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued) 

I. Receivables and payables

All program service receivables are shown net of an allowance for uncollectible amounts. 
However, at year end, no allowance was made for uncollectible accounts as management 
expects all receivables to be fully collectible.  

Activities between funds that are representative of lending/borrowing arrangements at the end 
of the fiscal year are referred to as “due to/from other funds” on the governmental fund financial 
statements. The effect these interfund transactions between governmental funds are eliminated 
on the statement of net position. 

J. Use of Estimates

The preparation of financial statements in conformity with GAAP requires management to make 
estimates and assumptions that affect the reported amount of assets and liabilities and 
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. 

K. Deferred Outflows/Inflows of Resources

In addition to assets, the statement of financial position will sometimes report a separate section 
for deferred outflows of resources. This separate financial statement element, deferred outflows 
of resources, represents a consumption of net position that applies to a future period(s) and so 
will not be recognized as an outflow of resources (expense/ expenditure) until then. 

In addition to liabilities, the statement of financial position will sometimes report a separate 
section for deferred inflows of resources. This separate financial statement element, deferred 
inflows of resources, represents an acquisition of net position that applies to a future period(s) 
and so will not be recognized as an inflow of resources (revenue) until that time. 

L. Property taxes

Property tax revenues are recognized as revenues in the year collected or if collected within 60 
days thereafter unless they are prepaid. 

M. Funding requirement contributions

Amounts reported as funding requirement contributions include contributions of funds to the 
Central Arizona Fire and Medical Authority for public safety and administrative services provided 
to the District. In addition, for the year ended June 30, 2022 the transfer of the member districts’ 
assets is included as current year special items. See Note 7 for further information. 
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NOTE 1 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued) 

N. Expenditures of Appropriations

The General Fund Schedules of Revenues, Expenditures and Changes in Fund Balances – 
Budget and Actual each report an excess of expenditures over appropriations for the year 
ended June 30, 2022. 

NOTE  2 DEPOSITS AND INVESTMENTS 

Deposits 

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

At June 30, 2022, the carrying amount of the District’s deposits totaled $243,475 and the 
amount on deposit with the Yavapai County Treasurer’s Office was $243,475. These deposits 
are covered by Federal Depository Insurance or collateralized by securities, as required by law. 

Investments 

The District’s policy allows for the investment of funds in time certificates of deposit with 
federally insured depositories, investment in the county treasurer’s pool, and other investments 
as allowed by state statutes. Eligible Arizona depositories as defined by state statutes are any 
commercial bank or savings and loan association with its principal place of business in the state 
of Arizona, which are insured by the federal deposit insurance corporation, or any other insuring 
instrumentality of the United States.  

Fair value measurements 

The District categorizes its fair value measurements within the fair value hierarchy established 
by generally accepted accounting principles. The hierarchy is based on the valuation inputs 
used to measure the fair value of the asset. Level 1 inputs are quoted prices in active markets 
for identical assets; Level 2 inputs are significant other observable inputs; Level 3 inputs are 
significant unobservable inputs. As of June 30, 2022 the District held no investments that were 
measured at fair value. 
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NOTE 3    LONG TERM DEBT 

The following is a summary of changes in long-term debt for the year ended June 30, 2022: 

Balance Balance Current

Governmental activities: 06/30/21 Additions Retirements 06/30/22 Portion

General Obligation Bonds:

Refunding, Series 2016 2,025,000$  -$     (350,000)$    1,675,000$  360,000$    

Series 2016 B 1,500,000    - - 1,500,000    - 

  Governmental activities
    long-term liabilities 3,525,000$  -$     (350,000)$    3,175,000$  360,000$    

Long-term debt of the District at June 30, 2022 is comprised of the following issues: 

Governmental Activities:

Series 2016 General Obligation Refunding Bonds, due in annual
principal installements ranging from $25,000 to $390,000, bearing
interest semi-annually at 2.65%, maturing July 1, 2027. 1,675,000$  

Series 2016B General Obligation Bonds, due in annual principal 

installments ranging from $225,000 to $330,000, bearing

interest semi-annualy at 2.65% maturing July 1, 2031. 1,500,000 

Total Governmental Activities 3,175,000$  

Total Long-Term Debt 3,175,000$  
Less Current portion: (360,000)      

Net Long-Term Debt 2,815,000$  

General Obligation Bonds

The annual requirements to amortize bonds payable at June 30, 2022 are as follows: 

Year Ending
June 30, Principal Interest

2023 360,000 84,138 
2024 370,000 74,598 
2025 380,000 64,793 
2026 390,000 54,723 
2027 400,000 44,388 

2028-2032 1,275,000 85,595 

Totals 3,175,000$    408,235$   

General Obligation Bonds
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NOTE 3    LONG TERM DEBT (Continued) 

During the year ended June 30, 2016 the District issued $4,640,000 of general obligation bonds 
(Series 2016) and refunding bonds (Series 2016 B) for new capital project money of $1,500,000 
and for resources placed in an escrow account to cover all future debt service payments of 
$2,895,000 of general obligation bonds (Series 2007 A). As a result, the refunded bonds are 
considered to be defeased. The reacquisition price exceeded the net carrying amount of the old 
debt by $193,391. This amount is being amortized over the refunded debt’s life and is recorded 
as a deferred outflow on the government-wide statement of net position. The transaction 
resulted in an economic gain of $219,358 and a reduction of $224,700 in future debt service 
payments. There is no advance refunding defeased debt still outstanding as of June 30, 2022. 

NOTE 4   INTERFUND RECEIVABLES, PAYABLES, AND TRANSFERS 

As of June 30, 2022, there were no interfund transfers, receivables or payables. 

NOTE 5    RISK MANAGEMENT 

The District is exposed to various risks of loss related to torts; theft of, damage to and 
destruction of assets and natural disasters. The District has insurance protection and the limit 
for basic coverage is for $1,000,000 per occurrence on a claim made basis. No significant 
reduction in insurance coverage occurred during the year and no settlements exceeded 
insurance coverage during any of the past three fiscal years. 

NOTE 6   INTERGOVERNMENTAL AGREEMENTS 

The District is party to a variety of inter-governmental agreements entered into in the ordinary 
course of business pursuant to which it may be obligated to provide services outside of its 
geographic boundaries and/or receive assistance from other parties. As part of these 
agreements, the District is obligated to indemnify other parties for certain liabilities that arise out 
of, or relate to, the subject matter of the agreements. 
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NOTE 7    JOINT POWER DISTRICT AGREEMENT 

Effective July 1, 2016, Chino Valley Fire District and Central Yavapai Fire District completed a 
Joint Power Authority agreement (JPA). The JPA agreement created a new legal entity under 
authority provided in ARS 48-805.01. Pursuant to the JPA, both Districts transferred and 
combined their personnel, equipment, fire stations, all other assets and liabilities (excluding 
bond debt), and services into the new entity, Central Arizona Fire and Medical Authority 
(CAFMA). CAFMA will provide the administrative and public safety functions of the Districts. The 
Districts will provide funding for these activities pursuant to budgets. The purpose of creating 
CAFMA is to facilitate the efficient operation of both organizations through combined resources 
while reducing costs through combining purchasing, providing services and vendor accounts. 
Both Chino Valley Fire District and Central Yavapai Fire District will continue to exist as legal 
entities for the purpose of collecting taxes and bonding authority.  

During the fiscal year ended June 30, 2022, Chino Valley Fire District made member 
contributions to CAFMA totaling $5,230,932. For financial reporting purposes, CAFMA is treated 
as a joint venture. As such, an equity interest is reported on the government-wide financial 
statements as an asset on the statement of net position, and the change in the equity interest is 
reported as program income in the statement of activities. At June 30, 2022 the District’s equity 
interest in CAFMA was $1,900,009. CAFMA is considered a related party and separate financial 
statements are available. A reconciliation of the investment in CAFMA is as follows: 

Investment in CAFMA as of

June 30, 2021 3,247,778$    

Funding contribution 5,230,932

Allocation of revenues from

CAFMA 776,233$    

Allocation of costs from

CAFMA (7,354,934)          

Change in net position of CAFMA (6,578,701) 

Investment in CAFMA as of

June 30, 2022 1,900,009$    
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Variance with

Original Final Budget-

and Final Actual Positive

Budget Amounts (Negative)

REVENUES

Taxes:

Property taxes 4,833,636$   4,828,349$   (5,287)$    

Fire district assistance tax 400,000        400,660        660 

Interest earnings - 1,238 1,238 

Other 2,000 - (2,000) 

Total revenues 5,235,636 5,230,247 (5,389) 

EXPENDITURES

Fund transfer to:

Fire Authority funding 5,222,136 5,230,932 (8,796) 

Public safety - fire protection:

Administrative and support services 33,500          5,913 27,587 

Contingency 20,000          - 20,000

Total expenditures 5,275,636 5,236,845 38,791 

EXCESS OF REVENUES OVER (UNDER) 

EXPENDITURES (40,000)         (6,598) 33,402 

Fund balance, beginning of year 241,977 241,977 - 

Fund balance, end of year 201,977$   235,379$   33,402$   
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INDEPENDENT AUDITORS’ REPORT ON INTERNAL CONTROL OVER FINANCIAL 
REPORTING AND ON COMPLIANCE AND OTHER MATTERS BASED ON AN AUDIT OF 

FINANCIAL STATEMENTS PERFORMED IN ACCORDANCE WITH GOVERNMENT 
AUDITING STANDARDS 

To the Board of Directors 
Chino Valley Fire District 
Chino Valley, Arizona 

We have audited, in accordance with the 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, the financial 
statements of the governmental activities and each major fund of Chino Valley Fire District, 
Arizona, (District) as of and for the year ended June 30, 2022, and the related notes to the 
financial statements, which collectively comprise the Chino Valley Fire District’s basic 
financial statements and have issued our report thereon dated December 19, 2022. 

Report on Internal Control over Financial Reporting 

In planning and performing our audit of the financial statements, we considered Chino Valley 
Fire District’s internal control over financial reporting (internal control) as a basis for designing 
audit procedures that are appropriate in the circumstances for the purpose of expressing our 
opinions on the financial statements, but not for the purpose of expressing an opinion on the 
effectiveness of Chino Valley Fire District’s internal control. Accordingly, we do not express an 
opinion on the effectiveness of Chino Valley Fire District’s internal control. 

A deficiency in internal control exists when the design or operation of a control does not allow 
management or employees, in the normal course of performing their assigned functions, to 
prevent, or detect and correct, misstatements on a timely basis. A material weakness is a 
deficiency, or a combination of deficiencies, in internal control such that there is a reasonable 
possibility that a material misstatement of the entity’s financial statements will not be prevented, 
or detected and corrected on a timely basis. A significant deficiency is a deficiency, or a 
combination of deficiencies, in internal control that is less severe than a material weakness, yet 
important enough to merit attention by those charged with governance. 

Our consideration of internal control was for the limited purpose described in the first paragraph 
of this section and was not designed to identify all deficiencies in internal control that might be 
material weaknesses or significant deficiencies. Given these limitations, during our audit we did 
not identify any deficiencies in internal control that we consider to be material weaknesses. 
However, material weaknesses may exist that have not been identified. 

Baker Tilly US, LLP, trading as Baker Tilly, is a member of the global network of Baker Tilly International Ltd., the members of which 
are separate and independent legal entities. © 2020-2022 Baker Tilly US, LLP



Report on Compliance and Other Matters 

As part of obtaining reasonable assurance about whether Chino Valley Fire District’s financial 
statements are free from material misstatement, we performed tests of its compliance with 
certain provisions of laws, regulations, contracts, and grant agreements, noncompliance with 
which could have a direct and material effect on the financial statements. However, providing an 
opinion on compliance with those provisions was not an objective of our audit, and accordingly, 
we do not express such an opinion. The results of our tests disclosed no instances of non-
compliance or other matters that are required to be reported under Government Auditing 
Standards. 

Report on Compliance with State of Arizona Regulatory Requirements 

In connection with our audit, nothing came to our attention that caused us to believe that Chino 
Valley Fire District incurred any debt or liability in excess of taxes levied and to be collected and 
the monies actually available and unencumbered at that time in the District’s General Fund, 
except for those liabilities as prescribed in A.R.S. section 48-805, subsection B, paragraph 2 
and sections 48-806 and 48-807, or that the District failed to comply with A.R.S. section 48-
805.02, subsection F. However, our audit was not directed primarily toward obtaining knowledge 
of such noncompliance. This report is supplemental reporting as required by Arizona statutes 
intended solely for the information and use of management and the members of the Arizona 
State Legislature and is not intended to be and should not be used by anyone other than these 
specified parties. 

Purpose of this Report 

The purpose of this report is solely to describe the scope of our testing of internal control and 
compliance and the results of that testing, and not to provide an opinion on the effectiveness of 
the entity’s internal control or on compliance. This report is an integral part of an audit 
performed in accordance with Government Auditing Standards in considering the entity’s 
internal control and compliance. Accordingly, this communication is not suitable for any other 
purpose. 

Tempe, Arizona 
December 19, 2022
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