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Vargas and Company

certified public accountants

INDEPENDENT AUDITORS’ REPORT

To the Board of Directors of
Santa Clara County Central Fire Protection District
Los Gatos, California

We have audited the accompanying financial statements of the governmental activities, major fund
and remaining fund information of the Santa Clara County Central Fire Protection District (the
“District”), a component unit of the County of Santa Clara, as of and for the year ended June 30,
2008, which collectively comprise the District’s basic financial statements as listed in the table of
contents. These basic financial statements are the responsibility of the District’s management. Our
responsibility is to express an opinion on these basic financial statements based on our audit.

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

In our opinion, the financial statements referred to above present fairly, in all material respects, the
respective financial position of the governmental activities, major fund and remaining fund
information of the Santa Clara County Central Fire Protection District, as of June 30, 2008, and the
respective changes in financial position and cash flows, where applicable, thereof for the year then
ended in conformity with accounting principles generally accepted in the United States of America.

In accordance with Government Auditing Standards, we have also issued our report dated July 24,
2008 on our consideration of the Santa Clara County Central Fire Protection District’s internal
control over financial reporting and our tests of its compliance with certain provisions of laws,
regulations, contracts, and grant agreements and other matters. The purpose of that report is to
describe the scope of our testing of internal control over financial reporting and compliance and the
results of that testing, and not to provide an opinion on the internal control over financial reporting or
on compliance. That report is an integral part of an audit performed in accordance with Government
Auditing Standards and should be considered in assessing the results of our audit.

601 North First Street / San Jose, California 95112 / (408) 298-1700 / Fax (408) 293-9598
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The Management’s Discussion and Analysis (MD&A) and the budgetary comparison schedule, are
not a required part of the basic financial statements but are supplementary information required by
the Government Accounting Standards Board. We have applied certain limited procedures, which
consisted principally of inquiries of management regarding the methods of measurement and
presentation of the supplementary information. However, we did not audit the information and
express no opinion on it.

Vargag’and Company
San Jose, California
July 24, 2008
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Management’s Discussion and Analysis
(Required Supplementary Information)




SANTA CLARA COUNTY CENTRAL FIRE PROTECTION DISTRICT
Management’s Discussion and Analysis
Year Ended June 30, 2008

This section of the Santa Clara County Central Fire Protection District (the “District”) annual
financial report presents a discussion and analysis of the District’s financial performance during the
fiscal year ended June 30, 2008. The District’s financial performance is discussed and analyzed
within the context of the accompanying financial statements and disclosure following this section.

FINANCIAL HIGHLIGHTS

e The assets of the District exceeded liabilities at the close of the 2007-2008 fiscal year by
$33,368,706 (net assets). Of this amount, $11,029,962 (unrestricted net assets) may be used
to meet ongoing obligations to citizens and creditors, and $22,338,744 is invested in capital
assets, net of related debt.

e The District’s total net assets increased by $5,057,071, mainly due to a 6% increase in
property taxes and a 15% increase in charges for services.

e As of June 30, 2008, the District’s governmental funds reported combined ending fund
balances of $15,840,517, an increase of $3,500,205 in comparison with the prior year. All of
the combined fund balances is available to meet the District’s current and future needs
(unreserved fund balance).

e At the end of the fiscal year, unreserved fund balance for the general fund was $15,840,517
or 24% of total general fund expenditures.

e The District’s total long-term debt increased by $139,979 in comparison with the prior year.
The increase is the result of $409,988 in additional liability being recognized for
compensated absences and the retirement of $270,000 in bonds payable.

OVERVIEW OF THE FINANCIAL STATEMENTS

This discussion and analysis are intended to serve as an introduction to the District’s basic financial
statements. The District’s basic financial statements comprise three components: (1) Government-
wide financial statements, (2) Fund financial statements, and (3) Notes to the basic financial
statements. Required Supplementary Information is included in addition to the basic financial
statements.



SANTA CLARA COUNTY CENTRAL FIRE PROTECTION DISTRICT
Management’s Discussion and Analysis
Year Ended June 30, 2008

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.

The statement of net assets presents information on all District assets and liabilities, with the
difference between the two reported as net assets. Over time, increases or decreases in net assets
may serve as a useful indicator of whether or not the financial position of the District is improving or
deteriorating.

The statement of activities presents information showing how the District’s net assets changed
during the most recent fiscal year. All changes in net assets 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, such as revenues pertaining to uncollected taxes and expenses pertaining to earned but
unused vacation and sick leave.

Both of these government-wide financial statements distinguish functions of the District that are
principally supported by property taxes and assessments, and charges for services (governmental
activities). The only governmental activity of the District is public protection. The District does not
have any business-type activities.

Fund Financial Statements

The fund financial statements are designed to report information about groupings of related accounts
which are 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. All of the funds of the District can
be divided into three categories: governmental funds, proprietary funds, and fiduciary funds.

Governmental funds are used to account for essentially the same functions reported as governmental
activities in the government-wide financial statements—i.e. most of the District’s basic services are
reported in governmental funds. These statements, however, focus on (1) how cash and other
financial assets can readily be converted to available resources and (2) the balances left at year-end
that are available for spending. Such information may be useful in determining what financial
resources are available in the near future to finance the District’s programs.



SANTA CLARA COUNTY CENTRAL FIRE PROTECTION DISTRICT
Management’s Discussion and Analysis
Year Ended June 30, 2008

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 funds balance sheet and the governmental funds
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 governmental funds organized according to their type (general and capital
projects). Information is presented separately in the governmental funds balance sheet and in the
governmental funds statement of revenues, expenditures, and changes in fund balances for the
general fund, which is considered to be a major fund. Data from the remaining governmental fund is
in a single presentation.

The District adopts an annual appropriated budget for its general fund. A budgetary comparison
statement has been provided for the general fund to demonstrate compliance with this budget.

Proprietary funds are generally used to account for services for which the District charges
customers—either outside customers, or internal units or departments of the District. Proprietary
funds provide the same type of information as shown in the government-wide financial statements,
only in more detail. The District maintains one type of proprietary fund, the health benefit fund
which is an internal service fund.

Internal service funds are an accounting device used to accumulate and allocate costs internally
among the District’s various functions. The District uses internal service funds to account for its
health benefit function. Because this service predominantly benefits governmental rather than
business-type functions, it has been included within governmental activities in the government-wide
financial statements. The internal service fund is presented in the proprietary fund financial
statements.

Fiduciary funds are used to account for resources held for the benefit of parties outside the District.
Fiduciary funds are not reflected in the government-wide financial statements because the resources
of those funds are not available to support the District’s own programs. The accounting used for
fiduciary funds is much like that used for proprietary funds except for agency funds. The District has
one fiduciary fund, the workers compensation fund which is a trust fund.

Notes to the Financial Statements

The notes to the financial statements provide additional information that is essential to a full
understanding of the data provided in the government-wide and fund financial statements.



SANTA CLARA COUNTY CENTRAL FIRE PROTECTION DISTRICT
Management’s Discussion and Analysis
Year Ended June 30, 2008

Required Supplementary Information

The required supplementary information is presented concerning the District’s budgetary comparison
schedule. The District adopts an annual appropriated budget for its General Fund. A budgetary
comparison statement has been provided for the General Fund to demonstrate compliance with this
budget.

GOVERNMENT-WIDE FINANCIAL ANALYSIS
As noted earlier, net assets may serve over time as a useful indicator of a government’s financial

position. For the District, assets exceeded liabilities by $33,368,706 at the close of the current fiscal
year.

Net Assets
Governmental Activities
Increase/
2008 007 (Decrease)

Assets:
Current and other assets $20,092,162 $16,118,495 25%
Capital assets, net 25.468.744  23.884.127 7%

Total assets 45,560,906 40,002,622 14%
Liabilities:
Current and other liabilities 3,779,412 3,418,178 11%
Long-term liabilities 8.412,788 8.272.809 2%

Total liabilities 12,192,200 11,690,987 4%
Net assets:
Invested in capital assets, net of related debt 22,338,744 20,484,127 9%
Unrestricted net assets 11.029.962 7.827.508 41%

Total net assets $33,368,706 $28,311,635 18%



SANTA CLARA COUNTY CENTRAL FIRE PROTECTION DISTRICT
Management’s Discussion and Analysis
Year Ended June 30, 2008

Analysis of Net Assets

The largest portion of the District’s net assets, $22,338,744 (67%), reflects its investment in capital
assets (e.g. land, buildings, improvements, vehicles, machinery, equipment, and furnishings). The
District uses these capital assets to provide services to citizens; consequently, these assets are not
available for future spending. Although the District’s investment in its capital assets is reported net
of related debt, it should be noted that the resources needed to repay this debt must be provided from
other sources, since the capital assets themselves cannot be used to liquidate these liabilities.

The remaining balance of unrestricted net assets, $11,029,962 (33%) may be used to meet the
government’s ongoing obligations to citizens and creditors.

At the end of the current fiscal year, the District reported positive balances in both categories of net
assets.

Changes in Net Assets

Governmental Activities

Increase/
2008 2007 (Decrease)
Revenues:
Program revenues:
Charges for services $18,928,364 $16,397,747 15%
General revenues:
Property taxes and assessments 48,620,871 46,039,900 6%
Licenses and permits 494,205 556,702 (11%)
Intergovernmental revenues 489,180 549,191 (11%)
Interest and investment income 530,155 402,795 32%
Rental income 55,325 49,378 12%
Miscellaneous 642,189 129,493 396%
Total revenues 50.831.925 64,125,206 9%
Expenses:
Public protection 64,536,027 61,171,540 6%
Interest on long-term debt 154,879 165,697 (7%)
Loss on disposal of capital assets 12,312 - na
Total expenses 64.703.218 61,337.237 5%
Change in net assets 5,057,071 2,787,969 81%
Net assets, beginning 28.311.635 25,523,666
Net assets, ending $33,368,706 $28.311,635 18%



SANTA CLARA COUNTY CENTRAL FIRE PROTECTION DISTRICT
Management’s Discussion and Analysis
Year Ended June 30, 2008

Analysis of Changes in Net Assets

Governmental activities increased the District’s net assets by $5,057,071 thereby accounting for
100% of the total increase in net assets of the District. Key elements of this increase are as follows:

e Charges for services increased $2,530,617 or 15% due to rate increases included in contracts
with various Cities for fire services.

e Property taxes increased $2,580,971 or 6% due to increased property values within the
District’s boundaries.

e Interest and investment income increased $127,360 or 32% due to improved cash balances
subject to interest earnings.

e Miscellaneous revenues increased $512,696 or 396% were mainly due to a one time
reimbursement of $425,000 from the City of Morgan Hill for construction expenses at the El
Toro Fire Station.

e Public protection expense increased $3,364,487 or 6% due to negotiated salary increases
with the District’s represented bargaining unit.

Although expenditures for certain functional categories reflected increases to parallel inflation and
growth in the demand for services; overall, expenditures for governmental activities increased due to
the growth in personnel costs.

FINANCIAL ANALYSIS OF THE DISTRICT’S FUNDS

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

Governmental Funds

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, unreserved fund balance may serve as a useful measure of a
government’s net resources available for spending at the end of the fiscal year. Types of
governmental funds reported by the District include the General Fund and Capital Project Fund.



SANTA CLARA COUNTY CENTRAL FIRE PROTECTION DISTRICT
Management’s Discussion and Analysis
Year Ended June 30, 2008

At June 30, 2008, the District’s governmental funds reported a combined ending fund balance of
$15,840,517, an increase of $3,500,205 in comparison with the prior year. All of the combined
ending fund balance is classified as unreserved fund balance, which is available to meet the District’s
current and future needs.

The general fund is the chief operating fund of the District. At June 30, 2008, with the District
having closed out the capital project fund, the $15,840,517 ending fund balance in the governmental
funds is attributable to the general fund. As a measure of the general fund’s liquidity, it may be
useful to compare both unreserved fund balance and total fund balance to total fund expenditures.
The general fund’s unreserved and total fund balance represents 24% of general fund expenditures of
$66,310,136.

Revenues for governmental functions totaled $69,760,289 in fiscal year 2007-2008, which represents
an increase of $ 5,635,083 or 9% from the previous fiscal year. Expenditures for governmental
functions, totaling $66,310,136, increased by $5,207,063 or 9% from the previous fiscal year. In the
fiscal year 2007-2008, revenues for governmental functions exceeded expenditures by $ 3,450,153.

The following table presents the amount of revenues from various sources as well as increases or
decreases from the prior year.

Revenues Classified by Source
Governmental Funds

FY 2008 FY 2007 Increase/(Decrease)
% of % of % of
Revenues by Source Amount Total Amount  Total Amount Change
Property taxes and assessments $48,620,871 69% $46,039,900 72% $2,580,971 6%
Licenses and permits 494,205 1% 556,702 1% (62,497) (11%)
Intergovernmental revenues 489,180 1% 549,191 1% (60,011) (11%)
Use of money and property 585,480 1% 452,173 1% 133,307 29%
Charges for services 18,928,364 27% 16,397,747 26% 2,530,617 15%
Miscellaneous revenues 642,189 _ 1% 129493 - % 512,696 396%
Total $69.760,289 100% $64,125206 100%  $5,635.,083 9%



SANTA CLARA COUNTY CENTRAL FIRE PROTECTION DISTRICT
Management’s Discussion and Analysis
Year Ended June 30, 2008

The following provides an explanation of revenues by source that changed significantly over the
prior year.

e Property taxes and assessments — Increased due to increases in the assessed value of
property located within the District’s boundaries. -

e Licenses and permits — Decreased due to a drop in plan check fee revenue and is a reflection
of declining construction work being done in the County.

e Intergovernmental revenues — Decreased due to due to rate increases included in contracts
with various Cities for fire services.

e Use of money and property — Increased due to improved cash balances subject to interest
earnings.

o Charges for services — Increased due to due to rate increases included in contracts with
various Cities for fire protection services.

The following table presents expenditures by function compared to prior year amounts.

Expenditures by Function
Governmental Funds

FY 2008 FY 2007 Increase/(Decrease)

% of % of % of
Expenditures by Function Amount Total Amount Total Amount Change
Public protection $63,090,979 95% $59,764,834 98% $3,326,145 6%
Capital outlay 2,792,844 4% 911,201 2% 1,881,643 207%
Debt service — principal 260,000 1% 260,000 - % 10,000 4%
Debt service — interest 156313 _-% 167.038 _- % (10.725) (6%)
Total $66,310,136 100% $61,103,073 100%  $5.207.063 9%

The following provides an explanation of expenditures by function that changed significantly over
the prior year.

o Public protection — Increased due to negotiated salary increases with the District’s
represented bargaining unit.

e Capital outlay — Increased due to the El Toro Fire Station remodel project in Morgan Hill.
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SANTA CLARA COUNTY CENTRAL FIRE PROTECTION DISTRICT
Management’s Discussion and Analysis
Year Ended June 30, 2008

The current year change in fund balance is presented below:

Statement of Revenues, Expenditures, and Changes in Fund Balances
Governmental Funds

Major Fund Nonmajor Fund
General Capital Projects
Fund Fund Total
Revenues $69,743,496 $ 16,793 $69,760,289
Expenditures (66,310,136) - (66,310,136)
Net other financing sources (uses) 665,052 (615.000) 50.052
Net change in fund balances 4,098,412 (598,207) 3,500,205
Fund balances, beginning 11,742,105 598.207 12,340,312
Fund balances, ending $15,840,517 s - $15.840,517

The fund balance in the District’s general fund increased by $4,098,412 during the fiscal year mainly
due to a strong growth in property taxes and improved revenues from city contracts. As noted above,
the District’s general fund public protection expenditures increased by 6% due to negotiated salary
increases with the District’s represented bargaining unit. Overall, the general fund’s performance
resulted in a net increase in fund balance for the fiscal year ended June 30, 2008 of $4,098,412, an
increase of 37% over the prior year’s net increase in fund balance of $2,993,983.

Proprietary Funds

The District’s proprietary fund provides the same type of information found in the government-wide
financial statements, but in more detail.

The Health Benefit had unrestricted net assets of $490,338 at June 30, 2008. The total increase in
net assets for the Health Benefit was $110,794 due to contributions exceeding the expenditures.

11



SANTA CLARA COUNTY CENTRAL FIRE PROTECTION DISTRICT
Management’s Discussion and Analysis
Year Ended June 30, 2008

The following table shows actual revenues, expenses and results of operations for the current fiscal
year and in comparison to the prior year:

Health Benefit
Increase/
008 2007 (Decrease)
Operating revenues $3,681,918 $3,119,942 18%
Operating expenses ( 3.571.124) ( 3.272.919) 9%
Change in net assets $_110,794 ($_152,977) 172%

GENERAL FUND BUDGETARY HIGHLIGHTS

The difference between the original and the final budget resulted in a $1,743,000 increase in the
amounts available for appropriations. Those changes can be briefly summarized as follows:

® Use of money and property budget increased by $310,000 due to higher than anticipated
cash balances, which resulted in increased interest income.

¢ Charges for services budget increased by $1,390,000 due to the favorable renegotiation of
two contracts with local cities for fire protection services and growth in cost of living

adjustment formulas in other city contracts.

The difference betweén the original and the final budget resulted in a $3,318,066 increase in the
total charges for appropriations. Those changes can be briefly summarized as follows:

e Salaries and benefits budget increased by $652,000 due to higher than anticipated overtime
costs necessary to maintain minimum staffing levels.

e Services and supplics budget increased by $1,600,066 due to an increase in energy and fuel
costs, replacement of medical supplies and vehicle maintenance costs.

¢ City provided services budget increased by $916,000 due to a higher than anticipated growth
in property values in the city-contracted area that resulted in higher pass through payments.

12



SANTA CLARA COUNTY CENTRAL FIRE PROTECTION DISTRICT
Management’s Discussion and Analysis
Year Ended June 30, 2008

During the year, actual revenues were more than budgetary estimates by $958,548. The main
components of the positive variance are as follows:

o Charges for services had a positive variance of $501,364 due to the favorable renegotiation
of two contracts with local cities, that were due to expire, for fire protection services.

e Miscellaneous revenues had a positive variance of $425,189 due to reimbursed construction
costs from the City of Morgan Hill related to the El Toro Fire Station remodel project.

Actual expenditures were less than budgetary estimates by $1,795,125 (excluding reserves). The
main component of this positive variance is from salaries and benefits of $985,958 due to lower
employee related insurance costs and capital outlay of $741,056 due to a delay in the purchase of
replacement breathing apparatus equipment.
Overall, the net effect of over-realization of revenues and under-utilization of expenditures versus
budgeted amounts resulted in a favorable variance of $2,753,673 (excluding reserves).
CAPITAL ASSETS AND DEBT ADMINISTRATION

Capital Assets
The District’s investment in capital assets for its governmental activities as of June 30, 2008,
amounted to $25,468,744 (net of accumulated depreciation). This investment in capital assets
includes land, buildings, improvements, vehicles, machinery, equipment, and furnishings. The total
increase in the District’s investment in capital assets for the current period was 7%.
Major capital asset events during the current fiscal year included the following:

e Purchase of several vehicles.

e Purchase of computers and related equipment.

¢ Sale or disposal of various vehicles and equipment.
For government-wide financial statement presentation, all depreciable capital assets except

infrastructure using the modified approach were depreciated from acquisition date to the end of the
current fiscal year. Fund financial statements record capital asset purchases as expenditures.

13



SANTA CLARA COUNTY CENTRAL FIRE PROTECTION DISTRICT
Management’s Discussion and Analysis
Year Ended June 30, 2008

Capital assets for the governmental activities are presented below to illustrate changes from the prior
year:

Governmental Increase/

Activities (Decrease)
% of

2008 2007 Change

Land $ 4,065,549 $ 4,065,549 -%
Buildings 16,048,584 15,401,867 4%
Vehicles, machinery, equipment, and furnishings 19,153,715 17,546,349 9%
Total cost 39,267,848 37,013,765 6%
Less: accumulated depreciation (13,799.104) (13.129.638) 5%
Capital assets, net $25,468,744 $23.884,127 7%

Long-term debt

At June 30, 2008, the District had total long-term debt outstanding of $8,412,788 as compared to
$8,272,809 in the prior year. This amount was comprised of $3,130,000 of bonds payable (lease
revenue bonds) and $5,282,788 of compensated absences. During the year, payment of debt
principal amounted to $270,000. Additions to long-term compensated absences amounted to
$409,979.

ECONOMIC FACTORS AND NEXT YEAR’S BUDGET
e The District anticipates a status quo in the economic environment. However, the District
continues to rely on secured property taxes, especially the residential real estate market to sustain
solid growth.
o The District’s jurisdictional increase in secured property taxes is expected to be close to 7.0%.
All of these factors were considered in preparing the District’s budget for fiscal year 2009.
During the current fiscal year, the unreserved fund balance in the general fund increased to almost

$14,700,000. The District has appropriated the full amount for spending in the 2009 fiscal year
budget.

14



SANTA CLARA COUNTY CENTRAL FIRE PROTECTION DISTRICT
Management’s Discussion and Analysis
Year Ended June 30, 2008

REQUESTS FOR INFORMATION
This financial report is designed to provide a general overview of the District’s finances for all those
with an interest in the government’s finances. Questions concerning any of the information provided

in this report or requests for additional financial information should be addressed to the Santa Clara
County Central Fire Protection District, 14700 Winchester Boulevard, Los Gatos, California, 95032.
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SANTA CLARA COUNTY CENTRAL FIRE PROTECTION DISTRICT

Statement of Net Assets
June 30, 2008

Assets
Cash and investments
Unrestricted
Restricted with fiscal agents
Accounts receivable
Interest receivable
Due from other governmental agencies
Capital assets, net

Total Assets

Liabilities
Accounts payable
Accrued salaries and benefits
Other accrued liabilities
Compensated absences
Bonds payable, due within one year
Bonds payable, due beyond one year

Total Liabilities
Net Assets
Invested in capital assets, net of related debt
Unrestricted

Total Net Assets

Total Liabilities and Net Assets

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

$ 16,987,175
193,703
128,471
168,310

2,614,503
25,468,744

$ 45,560,906
$ 798,004
2,961,253
20,155
5,282,788
280,000
2,850,000
12,192,200
22,338,744
11,029,962

33,368,706

$ 45,560,906



SANTA CLARA COUNTY CENTRAL FIRE PROTECTION DISTRICT

Statement of Activities

Year Ended June 30, 2008
Net (Expenses)
Revenues and
Program Changes in
Revenues Net Assets
Charges for Governmental
Expenses Services Activities
Functions/Programs
Governmental Activities
Public protection $ 64,536,027 $ 18928364 § (45,607,663)
Interest on long-term debt 154,879 - (154,879)
Loss on disposal of capital assets 12,312 - (12,312)
Total Governmental Activities $ 64703218 § 18928364 (45,774,854)
General Revenues
Property taxes and assessments 48,620,871
Licenses and permits 494,205
Intergovernmental revenues 489,180
Interest and investment income 530,155
Rental income 55,325
Miscellaneous 642,189
Total General Revenues 50,831,925
Change in Net Assets 5,057,071
Net Assets, Beginning 28,311,635

Net Assets, Ending

The notes to the basic financial statements are an integral part of this statement.
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SANTA CLARA COUNTY CENTRAL FIRE PROTECTION DISTRICT
Balance Sheet - Governmental Funds

June 30, 2008
Nonmajor
General Governmental
Fund Fund Total
Assets
Cash and investments
Unrestricted $ 16,987,175 $ - $ 16,987,175
Accounts receivable 128,471 - 128,471
Interest receivable 168,310 - 168,310
Due from other governmental agencies 2,614,503 - 2,614,503
Total Assets $ 19,898,459 § - $ 19,898,459
Liabilities
Accounts payable $ 798,004 § - $ 798,004
Accrued salaries and benefits 2,913,014 - 2,913,014
Other accrued liabilities 2,050 - 2,050
Insurance claims payable 344 874 - 344,874
Total Liabilities 4,057,942 - 4,057,942
Fund Balances
Unreserved, reported in
General fund
Designated for future expenditures 1,163,287 1,163,287
Undesignated 14,677,230 - 14,677,230
Total Fund Balances 15,840,517 - 15,840,517
Total Liabilities and Fund Balances $ 19898459 § - $ 19,898,459

The notes to the basic financial statements are an integral part of this statement.
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SANTA CLARA COUNTY CENTRAL FIRE PROTECTION DISTRICT
Reconciliation of the Governmental Funds Balance Sheet to the
Government-wide Statement of Net Assets - Governmental Activities
June 30, 2008

Fund Balances - Total Governmental Funds $ 15,840,517

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

Capital assets used in governmental activities are not financial resources
and, therefore, are not reported in the governmental funds. 25,468,744

Internal service funds are used by management to charge the costs of
certain activities to individual funds. The assets and liabilities are included
in governmental activities in the statement of net assets. 490,338

Interest payable on long-term debt does not require the use of current
financial resources and, therefore, is not accrued as a liability in the
governmental funds. (18,105)

Long-term liabilities, including bonds payable, are not due and payable in the
current period and therefore are not reported in the governmental funds.

Compensated absences $ 5,282,788
Bonds (COP) payable 3,130,000 (8,412,788)
Net Assets of Governmental Activities $ 33,368,706

The notes to the basic financial statements are an integral part of this statement.
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SANTA CLARA COUNTY CENTRAL FIRE PROTECTION DISTRICT

Statement of Revenues, Expenditures and Changes in Fund Balances
Governmental Funds

Year Ended June 30, 2008
Nonmajor
General Governmental
Fund Fund Total
Revenues
Property taxes and assessments $ 48620871 § - $ 48,620,871
Licenses and permits 494,205 - 494,205
Intergovernmental revenues 489,180 - 489,180
Use of money and property 568,687 16,793 585,480
Charges for services 18,928,364 - 18,928.364
Miscellaneous revenues 642,189 - 642,189
Total Revenues 69,743 496 16,793 69,760.289
Expenditures
Public protection
Salaries and benefits 50,340,229 - 50,340,229
Services and supplies 5,905,377 - 5,905,377
City provided services 6,702,445 - 6,702,445
Other charges 142,928 - 142,928
Capital outlay 2,792,844 - 2,792,844
Debt service - principal 270,000 - 270,000
Debt service - interest 156,313 - 156,313
Total Expenditures 66,310,136 - 66,310,136
Excess (Deficiency) of Revenues
Over Expenditures 3,433,360 16,793 3,450,153
Other Financing Sources (Uses)
Transfer in 615,000 - 615,000
Transfer out - (615,000) (615,000)
Proceeds from sales of capital assets 50,052 - 50,052
Net Other Financing
Sources (Uses) 665,052 (615,000) 50,052
Net Change in Fund Balances 4,098,412 (598,207) 3,500,205
Fund Balance, Beginning 11,742,105 598,207 12,340,312
Fund Balance, Ending $ 15,840,517 $ - $ 15,840,517

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




SANTA CLARA COUNTY CENTRAL FIRE PROTECTION DISTRICT
Reconciliation of the Governmental Funds Statement of Revenues, Expenditures,
and Changes in Fund Balances to the Government-wide Statement of Activities

Governmental Activities
Year Ended June 30, 2008

Net Change in Fund Balances - Total Governmental Funds

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

Governmental funds report capital outlay as expenditures. However, in the
statement of activities, the cost of those assets is allocated over their
estimated useful lives and reported as depreciation expense. This is the
amount by which capital outlays exceeded depreciation in the current period.
Expenditures for general capital assets, infrastructure, and other related
capital assets adjustment $ 2,792,844

Less: current year depreciation (1,145,863)

In the statement of activities, only the loss on disposal of capital assets is
reported, whereas in the governmental funds, the proceeds from the sale
increase the financial resources. Thus, the change in net assets differs
from the change in fund balance by the cost of the asset sold, net of related
accumulated depreciation.

Repayments of debt principal is an expenditure in the governmental funds,
but the repayment reduces the long-term liabilities in the statement of net
assets.

Principal repayments
Bonds (COP) payable

Internal service funds are used by management to charge the costs of certain
activities to individual funds. The net revenue (expenses) of certain activities
of the internal service funds is reported with governmental activities.

Some expenses reported in the statement of activities do not require the use
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