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5-1.1.1 Protective footwear shall consist of a sole with heel, upper, insole, and shank.
The quarter section of the boot shall be designed to provide an adjustable, snug fit
for support around the ankle and lower leg.
5-1.1.2 Protective footwear height shall be a minimum of 8.0 in. The height shall be
determined by measuring inside the boot from the center of the heel back at the
insole level up to the top line at the center back. Removable insole inserts shall be
removed prior to measurement.
5-1.1.3* Heel breast shall not be less than 0.5 in.
5-1.3.1 Metal parts shall not penetrate from the outside into the inside at any point,
unless covered.
5-3.1% No part of footwear, other than laces, shall melt, and all accessories shall
remain functional.
5-3.4%* Protective footwear upper shall be tested for upper resistance and shall not
puncture under an average applied force of 13.2 [b.
*For a complete explanation of testing qualifications refer to the attached:
NFPA 1977, STANDARD ON PROTECTIVE CLOTHING AND EQUIPMENT FOR WILDLAND FIRE
FIGHTING, 1993 EDITION.

Summary:

1. Footwear shall be constructed of leather, dyed black, with an upper that is adjustable to fit
snug around the ankle and lower leg, (zippers are acceptable and must remain zipped during
use. Wellington style uppers are not acceptable). Upper shall be 8 inch minimum when
measured from the top of the heel to the top of the upper. Heels shall be at least 0.5 inch
high. Materials such as nylon or plastic, that may melt when exposed to flame, shall not be
allowed on the exterior build of the footwear.

2. Footwear must be kept in such condition as to provide safe footing in the various weather
conditions experienced in the Tri-city area. The uppers must remain intact and the finish of
the leather must remain black and should hold a soft shine so as not to detract from the
overall appearance of the uniform.

3. Supervisors remain responsible for monitoring the condition and quality of uniforms worn
by their subordinates.
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Non-Suppression Personnel

Non-suppression personnel such as administrative staff shall wear clothing that represents
the Fire District in a professional manner. The Fire Chief shall have the final decision relating
to the appropriateness of non-suppression clothing.

Terminated Members

Any uniform clothing or equipment that has been issued by the Fire District remains the
property of the Fire District. When a member leaves the Fire District, the member will return
all issued clothing and equipment.

Members may be charged for lost, unacceptable, or damaged items, reasonable wear and
tear excepted.

The uniform and equipment must be in a cleaned and laundered condition.

Hair Regulations
Hair regulations for all uniformed personnel including civilian personnel will conform to the
following maximum limits.

Suppression Personnel/Male Staff Personnel

Hair may be worn in professional styles but no longer than the top of the Class A shirt collar
at the back of the neck when standing with the head in the normal upright position. Hair
must be neat, combed, clean, and not extend more than one and one-half inches from the
sides of the head and may extend no more than one-quarter inch below the top of the ears.
A shaved head is allowed. Female suppression personnel’s hair must be worn in a
professional style and restrained while on duty but no restriction is made on hair length.

Sideburns may be no more than one and one-half inches wide at the widest point. Sideburns
are measured from the natural hairline nearest the ear. They will not extend below the
bottom of the ear lobes and will be cut straight horizontally and vertically and must be neatly
trimmed. Sideburns are not permitted with a shaved head.

Mustaches may not extend below the lower jaw bone and may not be twisted or waxed.
Mustaches shall be kept clean, groomed, and neatly trimmed.

Facial hair on the chin in the form of a goatee is permitted under the following conditions:

1. The outer edge of the goatee shall not extend more than one inch from the corner of
the mouth in any direction;

2. The lower part of the goatee shall not extend past the lower jaw bone;

3. The goatee shall be maintained in a neatly trimmed and professional appearance; and
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4. Personnel wearing a goatee shall pass a fit test.

Civilian Personnel
Hair must be well-groomed and clean, worn in a manner that will contribute to their personal
safety and that of the public as well as considering the image of the District.

Female personnel who wear civilian clothing while on-duty will wear their hair in a
professional style.

Jewelry and Tattoos

Suppression Personnel/Male Staff Personnel

Necklaces, crosses, pendants, medallions, etc. shall not be worn exposed on duty. Earrings
or any other form of body piercing with jewelry shall not be worn on duty. Rings on fingers
are allowed as long as they do not compromise the integrity of latex gloves.

Offensive tattoos shall not be exposed on duty. The Fire Chief has final determination as to
what is offensive.

Civilian Personnel

Female civilian personnel may wear earrings. Civilian personnel may wear other types of
body piercing as long as it is covered by normally accepted work attire, is not exposed while
on duty, and does not affect job performance.



Agenda Item 7-D November 21, 2011

TO: Fire Board
FROM: Assistant Chief of Administration Dalton
DATE: November 9, 2011

SUBJECT: CONSIDERATION AND POSSIBLE APPROVAL OF 457(B)
DEFERRED COMPENSATION PLAN PARTICIPATION
AGREEMENT - MEMORANDUM OF UNDERSTANDING FOR
ENROLLMENT IN THE SELF-DIRECTED BROKERAGE OPTION

Attached for your review and possible approval is the Memorandum of
Understanding (MOU) from Nationwide Retirement Solutions. This MOU
expands our current Nationwide 457(b) plan option by offering our employees
an opportunity to participate in the Self-Directed Brokerage Option through
Charles Schwab & Co., Inc. One of the eligibility parameters of this option is
that an employee must maintain a minimum balance of $10,000 in their core
Nationwide 457(b) plan in order to participate. There is no associated expense
for the District in offering the self-directed brokerage option. We have met with
our Nationwide representative, as well as a representative from Galloway Asset
Management, LLC regarding this option, and feel that it would be appropriate to
offer this to our employees. Galloway Asset Management, LLC Is available to
assist any interested employee with the Schwab investments.

If you have any questions, please call me or Chief Nies at 772-7711.
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1. Introduction
This Schwab Personal Choice Retirement Account (PCRA) Plan Application (‘Account Application”) is entered into by and among [insert custodian name]
Nationwide Trust Company as the custodian (*Custodian”) of the finsert trust name] Mary M. Dalton (“Trust");

[insert company name] _Central Yavapai Fire District (“Company”), Plan Sponsor of the plans (“Plan”) funded by the Trust;
Nationwide Retirement Solutions

[insert recordkeeper name] Toni Golden , the recordkeeper (*Recordkeeper”) for the Plan; and Charles Schwab & Co, Inc. (“Schwab").
WHEREAS: The Custodian has been directed by the Company to open a PCRA with Schwab;

WHEREAS: The Plan and Trust permit Company to direct the Custodian to establish an account at Schwab and allow the Participants of the Plan who execute a
Schwab Personal Choice Retirement Account Participant Limited Power of Attorney (LPOA) Agreement (“LPOA Agreement”) with Schwab (*Participants”)

to conduct business at Schwab;

NOW THEREFORE, the following, together with the Schwab Account Agreement, constitute the terms and conditions governing the account established by the Custodia

o it el o

2. Company, Plan and Custodian Information

art A Company and Plan Information
Business f Pran Spanser_€Ntral Yavapai Fire District 99’9&3@31711
g A 8555 E. Yavapai Road cin, Prescott Valley state. AL Zin Code 86314
[ . Arizona
Plan Contact Name Mary M. Dalton
Part B Plan Information
gegtral Yavapai Fire District 457b Deferred Compensation Plan =0 1
Dl e ot pran 497D
- R 12§g1£__2n§)11
art C Custodian Information
| Natignwide Trust Company, FSB 331892130 ner
ula K. Miller Federag éaﬂ'ngs Qank
g;og Eiggs Road RR1-05-C8 Dublin que 4%9(1%;
3. Plan Administrator Information -
The Mary M. Dalton is the Plan-named fiduciary. Reords of the Plan with respect to the PCRA will be kept through

Toni Golden , Recordkeeper.
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4. Account Establishment

An account shall be established in the name of the Custodian for the interest of the Plan related to each Participant who executes an LPOA Agreement in the fo
attached hereto as Exhibit A. Participant accounts shall be subject to the LPOA Agreement executed by the Participant.

The Company, pursuant to the Plan and the Trust, has directed the Custodian to execute the Account Application under which Schwab is authorized to act upon the
instructions of each Participant pursuant to the terms and conditions of this Account Application, the Schwab Account Agreement and the LPOA Agreement. An
LPOA Agreement will be executed by each Participant, setting forth the terms and conditions under which Schwab will act on the instructions of the Participant.
The, Custodian acting pursuant to the direction of the Company, authorizes Schwab to act on instructions received from a Participant pursuant to each such LPOA

Agreement.

Al un-invested cash held in PCRAs will be automatically invested in the Schwab Money Market Fund.

5. PCRA Trading
See PCRA Trading Menu attached as Exhibit A.

6. Agreement Between Custodian, Company, Recordkeeper and Schwab

Please note: Parts A and C below are specific
to the Custodian, Company, Recordkeeper and
Schwab, and Part B below is specific to the
Recordkeeper and Schwab.

Part A

The Custodian, by signing this Application at the
direction of the Company, hereby requests that
Schwab open a brokerage account (*Brokerage

Account”) in the name of the Custodian for the benefit

of each Participant who executes an LPOA
Agreement. All parties hereto shall be bound by the
terms of the Account Agreement (which includes
this Application, the Schwab Account Agreement,
the LPOA Agreement executed by the Participant
and other written agreements, if any, between the
Company, the Custadian or the Recordkeeper and
Schwab). If any party hereto does not receive or
understand the Account Agreement, such party will
notify Schwab.

Schwab agree and acknowledge that Schwab does
not give legal or tax advice, and will not advise the
Company, the Custodian, the Recordkeeper or any
Participant concerning the nature, potential value or
suitability for the Trust of any particular security,
transaction or investment strategy.

The Company certifies that the Trust is not subject
to backup withholding because the Trust is an
organization exempt from federal income tax under
Section 501(a) of the Internal Revenue Code.

The Company represents, warrants and certifies

that the representations made by it in this
Agreement are true, complete and accurate, and

the Custodian represents, warrants and certifies that
the representations made by it in this Agreement

are true, complete and accurate. The Company and

contained in this Agreement to be or become
inaccurate or of the occurrence of any event which

the Company’s powers or any representations
made in this Agreement.

and the Recordkeeper hereby indemnify and hold
harmless Schwab and each of its officers, directors,
employees and agents from, and hold such persons
harmless against, any claims, judgments, surcharges,
settlement amounts or other liabilities or costs of
defense or settlement (including attorneys’ fees)
arising out of or related to any actual or alleged
improper or unsuitable actions taken at the
Company’s, the Custodian's or the Recordkeeper's
direction in connection with the Schwab Personal
Choice Retirement Account® (PCRA) established at
Schwab pursuant to this Agreement, provided,
however, that Schwab must first notify the Company,

the Custodian and the Recordkeeper of any claim and
The Company, the Custodian, the Recordkeeper and  tender defense of the same to the Company, Custodian

and Recordkeeper as a condition precedent to
indemnity hereunder.

Schwab hereby indemnifies and holds harmless
the Company, the Custodian and the Recordkeeper
and their affiliates and subsidiaries, and each of
their respective officers, directors, employees,
and agents from, and hold such persons harmless
against, any claims, judgments, surcharges,
settlement amounts or other liabilities or costs

of defense or settlement (including reasonable
attorneys' fees) arising out of or related to any
actual or alleged improper or unsuitable actions
taken by Schwab in connection with the Schwab
PCRA established at Schwab pursuant to this
Agreement.

The representations and obligations stated herein

the Custodian each represent, warrant and certify that shall survive termination of the Trust and the

the Trust is in full force and effect and that the

Trust (as defined above) has not been revoked,
modified or amended in any manner which would
cause the representations made by each as
contained in this Agreement to be inaccurate or
incorrect. Schwab will rely on this Agreement and
upon the representations made herein unless and
until it receives a written Notice of Amendment,
written notice of changed Custodian or written notice
of any events affecting the Company's powers
described above. The Company agrees to send
written notice promptly to Schwab of any change in
,Custodian of any amendment or modification to the
Trust which would cause the representations

Account Agreement relating to the Trust's Schwab
PCRA. This cross-indemnification is made by the
Company, the Custodian, the Recordkeeper and
Schwab and shall not be limited by the Company's,
the Custodian's or the Recordkeeper’s provision to
Schwab (or Schwab's provision to the Company,

the Custodian or the Recordkeeper) of independent
documentation concerning the representations
made herein.

Part B

Recordkeeper and Schwab agree that the authority
conferred by the Limited Power of Attorney (LPOA)
Authorization on this form shall be exercised in
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accordance with the following terms and conditions
and that the provisions of the LPOA described
would affect the Trust's revocability, the Custodian's or herein apply to the Recordkeeper as follows:

Authorization to Trade for Brokerage Account.
Recordkeeper may place trading orders for the

The Company (or the Plan as applicable), the CustodianBrokerage Account pursuant to the LPOA
Authorization. The Custodian or Company, as applicable,
may revoke the LPOA at any time by giving written

notice to Schwab. Recordkeeper agrees not to take

any actions that exceed its authority under the LPOA

or any other agreement between Recordkeeper

and the Custodian or the Company.

Duplicate Statements and Confirmations.
Pursuant to the authority of the Custodian or
Company, Recordkeeper is hereby authorized to
receive duplicate statements and confirmations,
as may be issued by Schwab with respect to
aggregate Plan activity. As requested, but no more
frequently than monthly, Schwab will convey
aggregate summaries of all Participant and Plan
activity to Recordkeeper and provide Record-
keeper with statements. If applicable, statements
and confirmations may be transmitted electroni-
cally. Schwab will also send trade confirmations
and account statements to Custodian and/or
Company as requested.

Liquidate Participant Accounts. If Recordkeeper
is authorized to liquidate Participant accounts under
the Custodian's or Company's representations,
Recordkeeper may direct Schwab as to the
investment of the Brokerage Account and take
other actions necessary or incidental to the
execution of such instructions. Schwab, and other
persons to whom Schwab has given instructions in
order to implement Recordkeeper's instructions,
may rely on Recordkeeper's instructions without
obtaining any approval, countersignature or co-
signature. Recordkeeper's authority will include,
without limitation:

The authority to give instructions for transactions
in securities and financial instruments, including
the buying and selling of stocks, bonds, i
debentures, notes, subscription warrants, stock
purchase warrants, options, mutual fund shares,
evidences of indebtedness and any other
securities, instruments or contracts relating to
securities; and

Where necessary to complete any transaction, the
authority to transfer, convert, endorse, sell, assign,
set over and deliver any assets held in the
Brokerage Account (*Account Assets") and to

——
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6. Agreement Between Custodian, Company, Recordkeeper and Schwab (Continued)

1ake, execute and deliver any and all written
nstruments of assignment and transfer.

Disburse Funds to the Pian’s Account at
Another Institution. If Recordkeeper is authorized
to wire funds to the Plan's account at another
institution under the Custodian's or Company's
representations, Recordkeeper may direct Schwab
to disburse funds to pay benefits provided under
the Plan or to pay charges authorized by the
Custodian or Company. Accordingly, Schwab is
authorized fo remit checks, wire funds and
otherwise make distributions of funds held in the
Brokerage Account to banks and other financial
institutions for the Plan's benefit, upon Record-
keeper's written instructions.

Disburse Assets to the Participant or to a
Deceased Participant's Beneficiary. If
Recordkeeper is authorized to disburse funds and/
or securities from a PCRA directly to the Partici-
pant, or to the deceased Participant's beneficiary,
under the Custodian’s or Company's representation,
Recordkeeper may direct Schwab, and accordingly
Schwab is authorized, to make distributions of
assets held in the Brokerage Account to a
Participant, or to a deceased Participant's
beneficiary upon Recordkeeper's written instruction.

Whenever this LPOA is attached to any instrument
of assignment and transfer, all persons shall be
entitled, without further inquiry or investigation and
regardless of the date of the LPOA, to act in
reliance upon the assumption that the Account
Assets named in such instrument were duly and
-nperly transferred, endorsed, sold, assigned, set

i and delivered, and that with respect to such
nccount Assets the authority conferred herein is
still in full force and effect

Establishment of New Individual Participant
Accounts and Aflocation of Contributions
Among Participants’ Accounts. Schwab may
follow the instructions of the Recordkeeper in
establishing individual Participant accounts and
allocating amounts transferred to Schwab among
the individual accounts of Plan Participants. New
individual Participant account information shall be
delivered electronically or in writing according to
Schwab specifications. All allocation instructions
shall be delivered electronically or in writing and
shall specify the amount to be deposited in each
individual Participant account.

Compliance with Applicable Law. Recordkeeper
will comply with all applicable state and federal
securities laws as they relate to Recordkeeper's
services under this Agreement.

Compliance with NASD Conduct Rule.
Recordkeeper represents and warrants that, unless
Recordkeeper has given Schwab written notice to
the contrary, Recordkeeper is not *associated” with a
member of the National Association of Securities
Dealers, Inc. (NASD) within the meaning of Rule
3050 of the NASD's Conduct Rules. Recordkeeper
agrees to give Schwab prompt written notice if
Recordkeeper later becomes so associated.

information. Recordkeeper will promptly provide

any information reasonably requested by Schwab

concerning the management of the Brokerage
count or compliance with this Agreement. If

FOR CHARLES SCHWAB USE ONLY:

questions arise concerning compliance with any law,
Recordkeeper will take any action believed by
Schwab to be necessary and proper to ensure
compliance with applicable law. This provision shall
not be read to imply that Schwab has any duty to
supervise or monitor Recordkeeper's management of
the Brokerage Account or compliance with applicable
laws, or that Schwab shall provide legal advice.

Trade Confirmations and Account Statements.
Schwab will send trade confirmations and account
statements to Participants and, if so designated, to
Custodian, Recordkeeper and/or Company.

Recordkeeper's Relationship to Schwab.

Recordkeeper will not represent to the Custodian or

Company that Schwab and Recordkeeper are
affiliated or have any relationship except as
described in this Agreement; that Schwab
endorses or recommends Recordkeeper; that
Schwab provides legal or tax advice, investment
advice to the Recordkeeper or advice regarding
particular stocks, including advice involving
suitability of and investment strategies for
particular stocks; that Schwab participates in or
reviews Recordkeeper's trading decisions; or that
Schwab manages, supervises or monitors trading
in the Plan's account

Entire Agreement. This Agreement, in addition to
the Schwab Institutional® Pricing Guide, contains all
of the agreements, representations and understand-
ings made between Recordkeeper and Schwab. All
modifications and amendments hereto must be in
writing and signed by both parties.

Assignment. Schwab may assign its rights and
obligations under this Agreement to any subsidiary,
affiliate or successor by merger or consolidation
without notice to Recordkeeper, or to any other
entity after 30 days' written notice to Recordkeeper.
Recordkeeper may not assign this Agreement
without Schwab's prior written consent. This
Agreement is binding upon and will inure to the
benefit of the parties' successors and assigns.

Waivers. The failure of either party at any time to
require performance by the other party of any provi-
sion of this Agreement will not affect in any way
the right to require such performance at any time
thereafter. The waiver by either party of a breach of
any provision hereof will not be taken or held to be
a waiver of the provision itself.

Applicable Law. The laws of the state of California,
as applied to agreements signed and performed in
California, shall apply and bind the parties in any
and all questions arising under this Agreement,
including questions of validity, interpretation and
performance.

Telephone Monitoring. Schwab may record
telephone calls to monitor the quality of service
provided and to verify securities transaction
information.

Sale of Control or Restricted Securities. Before
instructing Schwab to sell securities that are:

* “Restricted securities” or securities of an issuer

of which Recordkeeper or the Custodian(s) or Plan

Sponsor(s) is an “affiliate” (as those terms are
defined in Rule 144 under the Securities Act of
1933); or

* Securities that are being sold in reliance on Rule
145(d) under such Act, the Recordkeeper agrees
to tell Schwab the status of such securities and
promptly furnish whatever information and
documents (including opinions of legal counsel,
if requested) that Schwab may request in connec-
tion with Schwab's regulatory duties. The
Recordkeeper agrees not to tender any such
securities as collateral for an obligation the
Custodian owes Schwab, unless the Recordkeeper
first obtains Schwab's consent.

Part C

Authorization to Pay Fees and Expenses. If the
Custodian or Company has indicated herein that they
wish Schwab to pay Recordkeeper fees and
expenses directly to Recordkeeper, Schwab is
authorized to pay Recordkeeper from the Plan's
account Recordkeeper's fees and expenses, as
invoiced by Recordkeeper. Schwab may redeem
money fund shares in the Plan's account to the
extent necessary to pay such fees and expenses. In
no event will Schwab be liable to Recordkeeper or
the Plan for non-payment of Recordkeeper fees and
expenses. Recordkeeper will provide Schwab with
true and accurate invoices of the Recordkeeper fees
owed by the Plan, and will send the Custodian or
Company simultaneous written notification of the
amount invoiced to Schwab. Schwab may rely on the
invoices submitted by Recordkeeper, and Schwab
will have no responsibility to calculate or verify fees
or expenses so invoiced.

The Custodian acknowledges that the
Recordkeeper wiil have the ability to allocate
money to/from a Plan-level account from/to
Participant accounts, as well as to instruct
Schwab with respect to the establishment and
maintenance of Participant accounts, including
processing address changes.

The Custodian, as directed by the Company, has
the authority to delegate additional powers to
the Recordkeeper.

The following additional powers are hereby
delegated to the Recordkeeper by the Custodian:

Please initial ali that apply.

Trading Authorization. Instruct
Schwab to liquidate Participant
account assets.

Disbursement Authorization to
Account Registration. Instruct

Schwab to disburse Plan funds to
accounts that are registered to the

Plan Custodian(s) at Schwab or another
financial institution.

C. Disbursement Authorization to
Third-Party Registration. Instruct
Schwab to disburse funds or securities
from a PCRA to the Participantortoa™ ~
deceased Participant's beneficiary.

Fee Payment Authorization.
Authorize Schwab to deduct fees from
the PCRA as directed by Recordkeeper.

Account Number

T i
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6. Agreement Between Custodian, Company, Recordkeeper and Schwab (Continued)

Required Arbitration Disclosures. Regulatory
authorities require that any brokerage
agreement containing a predispute arbitration
agreement must disclose that this agreement
contains a predispute arbitration clause. This
Agreement contains a predispute arbitration
clause. By signing an arbitration agreement,
the parties agree as follows:

« All parties to this agreement are giving up
the right to sue each other in court, including
the right to a trial by jury, except as provided
by the rules of the arbitration forum in which
a claim is filed.

Arbitration awards are generally final and
binding; a party’s ability to have a court
reverse or modify an arbitration award is

very limited.

The ability of the parties to obtain documents,
witness statements and other discovery is
generally more limited in arbitration than in
court proceedings.

The arbitrators do not have to explain the
reason(s) for their award.

The panel of arbitrators will typically include
a minority of arbitrators who were or are
affiliated with the securities industry.

The rules of some arbitration forums may
impose time limits for bringing a claim in
arbitration. In some cases, a claim that

is ineligible for arbitration may be brought
in court.

The rules of the arbitration forum in which
the claim is filed, and any amendments
thereto, shall be incorporated into this
agreement.

No person shall bring a putative or certified
class action to arbitration, nor seek to enforce
any predispute arbitration agreement against
any person who has initiated in court a putative
class action; or who is a member of a putative
class who has not opted out of the class with
respect to any claims encompassed by the
putative class action until:

1. the class certification is denied;
2. the class is decertified; or

3. the customer is excluded from the class
by the court.

Such forbearance to enforce an agreement to
arbitrate shall not constitute a waiver of any
rights under this Agreement except to the
extent stated herein.

Arbitration Agreement. Any controversy or
claim arising out of or relating to (i) this
Agreement, any other agreement with Schwab,
an instruction or authorization provided to
Schwab or the breach of any such agreements,
instructions, or authorizations; (ii) the Account,
any other Schwab account or Services; (iii)
transactions in the Account or any other
Schwab account; (iv) or in any way arising from
the relationship with Schwab, its parent,
subsidiaries, affiliates, officers, directors,
employees, agents or service providers,
including any controversy over the arbitrability
of a dispute, will be settled by arbitration.

This arbitration agreement will be binding
upon and inure to the benefit of the parties
hereto and their respective representatives,

attorneys-in-fact, successors, assigns and
any other persons having or claiming to
have a legal or beneficial interest in the
Account, including court-appointed trustees
and receivers. This arbitration agreement will
also inure to the benefit of third party service
providers that assist Schwab in providing
Services (“Third Party Service Providers™)
and such Third Party Service Providers are
deemed to be third party beneficiaries of
this arbitration agreement.

The parties agree that this arbitration
agreement will apply even if the application
to open the Account is denied and will
survive the closure of your Account and/or
the termination of services rendered under
this Agreement.

Such arbitration will be conducted by, and
according to the securities arbitration rules
and regulations then in effect of, the National
Association of Securities Dealers (NASD)

or any national securities exchange that
provides a forum for the arbitration of disputes,
provided that Schwab is a member of such
national securities exchange at the time the
arbitration is initiated. Any party may initiate
arbitration by filing a written claim with the
NASD or such eligible national securities
exchange. If arbitration before the NASD

or an eligible national securities exchange

is unavailable or impossible for any reason,
then such arbitration will be conducted by,
and according to the rules and regulations
then in effect of, the American Arbitration
Association (AAA). If arbitration before the
AAA is unavailable or impossible for any
reason, the parties agree to have a court

of competent jurisdiction appoint three (3)
arbitrators to resolve any and all disputes

or controversies between or among the
parties. Each party shall bear its own initial
arbitration costs, which are determined by
the rules and regulations of the arbitration
forum. In the event of financial hardship, the
arbitration forum may waive certain costs in
accordance with such rules. At the conclusion
of the hearing, the arbitrators will decide how
to assess the costs of the arbitration among
the parties.

Any award the arbitrator makes shall be

final and binding, and judgment on it may be
entered in any court having jurisdiction. This
arbitration agreement shall be enforced and
interpreted exclusively in accordance with
applicable federal laws of the United States,
including the Federal Arbitration Act. Any costs,
fees or taxes involved in enforcing the award
shall be fully assessed against and paid by the
party resisting enforcement of said award.

All notices from one party to the other involving
arbitration shall be considered to have been
fully given when so served, mailed by first-
class, certified or registered mail, or otherwise
given by other commercially accepted medium
of written notification.

In addition to the above provisions, if a party
to this Agreement is or becomes a non-U.S.
resident at the time of any controversy subject
to this arbitration agreement, such party
acknowledges and agrees to the following
additional provisions:
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(1) The rules of the organization administering
the arbitration specifically provide for the
formal designation of the place at which
the arbitration is to be held.

(2) Entering into this Agreement constitutes
consent to submit to the personal jurisdic-
tion of the courts of the state of California,
U.S.A, to interpret or enforce any or all of
these arbitration provisions. Judgment on
any arbitration award may be entered in
any court having jurisdiction, or application
may be made to such court for judicial
acceptance of the award and an order of
enforcement, as the case may be.

(3) The exclusive language to be used by the
parties and the arbitrators in the arbitration
proceedings shall be English. Any party
wishing an interpreter shall make all
arrangements directly with the interpreter
and shall assume all costs of the service.

(4) If a party is a foreign government or state,
state-owned or state-operated enterprise
or other instrumentality of a foreign
government or state, such party waives
all rights of sovereign immunity and
neither the Federal Act of State doctrine
nor the doctrine of sovereign immunity
shall apply insofar as any enforcement in
courts located in the U.S.A. is concerned.

Role of Charles Schwab & Co., Inc. The
Company, the Custodian and the Recordkeeper each
acknowledges and agrees that:

* Schwab will merely execute trades as directed by
Participant or Recordkeeper acting on behalf of
the Company or Custodian in accordance with a
delegation of authority acceptable to Schwab;

« Schwab will not give investment advice, or legal
or tax advice, or advice regarding particular
stocks, including advice involving suitability of
(and investment strategies for) particular stocks,
to the Custodian, the Company, the Recordkeeper
or a Participant;

Schwab is not acting as a fiduciary;

The Company (and not Schwab) is responsible
for investigating and selecting the Recordkeeper; _

Recordkeeper is not affiliated with or controlled or
employed by Schwab, and Schwab has not approved,
recommended, or endorsed Recordkeeper;

Schwab has no duty to supervise or monitor
trading by Recordkeeper or Participant in the
Brokerage Account;

Schwab has no duty to review the documents
under which the Plan is maintained, to update
these documents, or to request a determination
letter from the Internal Revenue Service
concerning the Plan documents;

Schwab has no duty to determine or review
allocations of contributions among Participants, or
to perform any recordkeeping functions for the
Plan, provided that the foregoing shall not affect
Schwab's obligations to furnish accurate account
statements to Participants and Recordkeeper and
to provide certain information to the Custodian;

Schwab has no duty to review Plan investments
for compliance with ERISA (including determining
whether any investments constitute prohibited
transactions under ERISA) or to determine
whether Plan investments will result in exposure
to the tax on unrelated business taxable income,
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6. Agreement Between Custodian, Company, Recordkeeper and Schwab (Continued)

of ERISA (except with respect to the furnishing
of account statements to Participants and
Recordkeeper and such reporting obligations
to the Custodian);

* Schwab has no duty to determine the valuation of
any assets in the Account that are not traded on
a recognized exchange; and

+ Other than complying with its obligations to act
as instructed, Schwab has no duty to assist in

r fo review the Plan documents to determine
~hether any investment instructions are in
accordance with the terms of the Plan other than
to review the transaction for compliance with the
previously agreed limitations;

» Schwab has no duty to assist in complying with
any obligations that may be imposed under
ERISA, including, without limitation, the reporting,
Participant disclosure or bonding requirements

complying with any legal obligations that may
apply to distributions from the Plan, to determine
whether any distributions are required under the
“required minimum distribution” rules of the
Internal Revenue Code, to determine whether any
distributions that Schwab may be instructed to
make are properly authorized under the terms of
the Plan, or to review any beneficiary designa-
tions that may be made by Plan Participants.

7. Signature(s)

THE AGREEMENT WITH SCHWAB INCLUDES A PREDISPUTE ARBITRATION CLAUSE. YOU ACKNOWLEDGE RECEIPT OF THE PREDISPUTE
ARBITRATION CLAUSE CONTAINED iN SECTION 6, PAGE 4 OF THE SCHWAB PERSONAL CHOICE RETIREMENT ACCOUNT PLAN APPLICATION.

Paula Miller

Signature(s) X
R e q u i re d Custodian's Signature

X

Company's Signature Print Name
X Toni Golden
Print Name

Recordkeeper's Signature

Print Name Date

John C. Range

Date

Date

The PCRA Trading Menu to be executed by the Plan Sponsor shall be in substantially the form attached hereto as Exhibit A, and by this reference is incorporated herein.

IFOR CHARLES SCHWAB USE ONLY

~proved by Print Name of Approver Registration Code Date Approved
Index as Document Number Plan 1D Number Branch Office and === e
1,7,52 Account Number

©2005 Charles Schwab & Co, Inc. All rights reserved. Member SIPC.  FTA 01219 (1005-6695) APP12202PDF-07 (11/05)

1 6 9 6 0 3
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Exhibit A:

Schwab Personal Choice
Retirement Account®

(PCRA) Trading Menu

All PCRAs associated with the Pian have the abiiity to trade. A Participant will never be restricted from selling a position unless Schwab is instructed by the
Custodian. Custodian acknowledges that it is responsible for determining whether any employer securities may be acquired by a PCRA without constituting a violation
of Sections 406 or 407 of ERISA and that Schwab shall have no responsibility to make such determination.

Completing each section below indicates the securities PCRA participants have the ability to frade and creates the Plan trading menu:

1. Taxable Mutual Funds:

U All except those written below

[J Schwab Mutual Fund OneSource® service mutual funds/Schwab Funds® only’
[0 None except those listed in Section 9

2. Tax-Exempt Mutual Funds:

U1 All except those written below

[ Schwab Mutual Fund OneSource service mutual funds/Schwab Funds only!
[J None except those listed in Section 9

3. Equities:

@ A except those written below

[J Listed only?

[ Listed and Nasdag market securities only®
[J None except those listed in Section 9

4. Publicly Traded Limited Partnerships*:
@ Al except those written below
[J None except those listed in Section 9

5. Taxable Fixed income®:
é Al except those written below
[J None except those listed in Section 9

6. Tax-Exempt Fixed Income:

U All except those written below . -
[J None except those listed in Section 9

[] Treasuries only

7. Foreign Securities®:
é A except those written below
[J None except those listed in Section 9

8. Options: (Options trading is limited to writing covered calls and buying protective puts.)

W Yes. Options trading is permitted on the Plan-level account by the Plan document and on all associated PCRASs.
Note: All parties with trading authority must complete a separate options application. g

3 No. Options trading is not permitted.

©2005 Charles Schwab & Co, Inc. Al rights reserved. Member SIPC.  FTA 01219 (1005-6695) APP12202PDF-07 (11/05)






Nationwide Trust Company, FSB
457 Custody Agreement
(The “Agreement”)

This Agreement including the Schedule of Investments attached is made and entered into by and
between CENTRAL YAVAPAI FIRE DISTRICT (“Sponsor’) and Nationwide Trust Company, FSB a
division of Nationwide Bank as Custodian (“NTC”) pursuant to the CENTRAL YAVAPAI FIRE

DISTRICT (“Plan”) to establish the

By signing below, signatories on behalf of the
Sponsor and the Plan acknowledge that they have
received the Agreement, inclusive of all Schedules
listed above, and agree to all terms. Further, they
represent that they have the authority to enter into,
on behalf of the Sponsor and the Plan, a
contractual relationship with NTC with respect to
these documents and will be subject to all rights
and obligations contained therein.

John C. Range

Custodial Account (“Account”).

By signing below, NTC has agreed to and accepted
all rights and obligations contained herein.

Printed Sponsor Name

NTC

Sponsor Signature Date

__Board Chair

Title

Printed Name

Signature Date

Title

Printed Name

Signature Date

Title

NRS-SDO Only (05/2009)

Acceptance Date
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ARTICLE | — PURPOSE
The Sponsor adopts this Agreement on behalf of the Plan and represents and warrants that the Plan is
intended to meet the requirements of an eligible deferred compensation plan under Section 457 of the
Internal Revenue Code of 1986, as amended (“Code”) and intends to keep such Plan in compliance with
the then applicable requirements of the Code. Further, the Sponsor represents and warrants that the

Employer of all individuals eligible to participate in the Plan is a state, political subdivision of a state, or an
agency or instrumentality of either.

ARTICLE Il — DEFINITIONS

Account — The custodial account established herein by which NTC will hold the assets of the Plan or
any portion thereof as agreed upon by Sponsor and NTC.

Business Day — A day on which NTC and New York Stock Exchange are both open for business.

Effective Date — The date on which the Account is created by NTC's acceptance of cash or other
assets on behalf of the Sponsor. Prior to the Effective Date, NTC shall have no responsibility hereunder.

Employer(s) — The employer(s) of the Participants in the Plan.

Funding Vehicle(s) — As permitted by applicable law, securities held in self-directed brokerage accounts
made available by NTC.

Original Signature — An authentic, hardcopy, non-reproduced signature of the Sponsor or its designee.

Participant — A person for whom benefits are provided under this Agreement, in accordance with the
Plan.

Plan - The Plan identified on the front page of this Agreement, including any written plan document and
trust provisions.

Required Format — Acceptable format for submitting information to NTC as prescribed by NTC and on
transaction forms prescribed by NTC.

Signature — Either the Original Signature or an Original Signature that has been replicated by
photocopy, electronic means, or fax.

Successor — The trustee or custodian appointed by the Sponsor who succeeds NTC.
Written Instruction(s) — Any notices, instructions or other instruments required to be in writing (with
Signature or Original Signature, where so indicated) from NTC, Sponsor, or its designee. Written

Instructions may take the form of a letter, electronic communication through an on-line communication
system mutually agreeable to the parties; or a facsimile transmission.

ARTICLE Ill — THE ACCOUNT
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The Sponsor advises NTC that the Account shall be funded as described herein. The Sponsor hereby
authorizes NTC to take any action required to establish and maintain any Funding Vehicle(s) designated
by the Sponsor under this Agreement.

NTC has entered into arrangements with a provider to make available a Funding Vehicle for possible
inclusion in the Account. The assets of the Account shall consist of the Funding Vehicle. The Account
and any funds invested pursuant to this Agreement are not insured by the Federal Deposit Insurance
Corporation (“FDIC"), are not deposits or other obligations of NTC and are not guaranteed by NTC. The
value of the Account is subject to investment risks, including possible loss of principal. NTC agrees to
hold and administer the Account in accordance with this Agreement.

NTC shall not be under any duty to require payment of any contributions to the Account, if any, or to see
that any payment made to it is computed in accordance with the provisions of the Plan. NTC shall
continue to administer the Account in accordance with this Agreement until its obligations are discharged
and satisfied.

ARTICLE IV— GENERAL ADMINISTRATIVE RESPONSIBILITIES OF NTC
NTC is authorized to take any action set forth below with respect to the Account:

Accept instructions in the Required Format from the Sponsor or its designee regarding the allocation,
distribution or other disposition of the assets of the Account and all matters relating thereto;

Cause any portion or all of the Account to be issued, held, or registered in the individual name of NTC, in
the name of its nominee, in an affiliated securities depository, or in such other form as may be required or
permitted under applicable law (however, the records of NTC shall indicate the true ownership of such

property);

Employ such agents and counsel, including legal counsel, as NTC determines to be reasonably
necessary to manage and protect the assets held in the Account, to handle controversies that may arise
under this Agreement, or to defend itself successfully against allegations of a fiduciary breach, and to pay
such agents and counsel their compensation from the Account unless such compensation is otherwise
paid by the Sponsor;

Commence, maintain, or defend any litigation necessary in connection with the administration of the
Account, except that NTC shall not be obligated to do so unless it is to be indemnified to its satisfaction
against all expenses and liabilities sustained or anticipated by reason thereof;

Take all other acts necessary for the proper administration of the Account.

ARTICLE V — INVESTMENT RESPONSIBILITY

NTC shall have no investment management responsibility or liability with respect to the Account or any
other assets held under the Plan. Plan contributions or other assets received by NTC shall be allocated
in accordance with Written Instructions. NTC does not warrant or guarantee the performance of any
Funding Vehicle selected by the Sponsor or Participants.

The Sponsor, or other party designated under the Plan, shall have full responsibility for the selection of
the Funding Vehicle and the management, disposition, and investment of assets of the Account. NTC
shall comply with Written Instructions concerning those assets, subject to restrictions, if any, imposed by
the Funding Vehicle and the operation of any securities markets. Except to the extent required by
applicable law or otherwise provided in this Agreement, NTC shall have no duty to review, initiate action,
or make recommendations regarding the Account or its investments.

The Sponsor is responsible for reading any and all prospectuses, specimen and final contracts, proposals
and/or other materials which disclose information pertaining to applicable charges, interest rates, terms
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and conditions of any contract between the Plan or Account and any party, including contracts related to
the Funding Vehicle. NTC shall transmit such communications to the Sponsor. NTC shall have no duty
to respond to communications related to securities or other property held in the Account (including, but
not limited to, tender offers and class action communications).

NTC shall not be liable for any loss which results from the exercise of investment control by a Sponsor,
Participant or beneficiary, or designated investment manager. If a Participant who has investment
authority under the terms of the Plan fails to provide investment direction, the Sponsor shall direct the
investment of the Participant’s account.

No one providing investment advice to the Plan, Sponsor, Participant or other party is acting as an agent
of NTC.

ARTICLE Vi— CONTRIBUTIONS NOT RECOVERABLE

Except as described in the Purpose section of this Agreement and to the extent permitted by the Plan and
applicable law, under no circumstances shall any part of the Account be recoverable by the Sponsor or
be used other than for the exclusive purposes of providing benefits to Participants and their beneficiaries
and paying reasonable expenses of the Plan prior to the satisfaction of all liabilities to Participants and
their beneficiaries; provided, however, a contribution by a Sponsor or a Participant made as a result of a
mistake of fact that is discovered within one (1) year after the contribution is made shall be returned to the
Sponsor or Participant as soon as administratively feasible, if the Sponsor so requests and the Funding
Vehicle(s) permits.

ARTICLE VIl -—ACCOUNT RECORDS AND REPORTS

NTC or its designee shall maintain accurate records and detailed accounts of all investments, receipts,
disbursements, earnings, and other transactions related to the Account, and those records shall be
available at all reasonable times to the Sponsor.

ARTICLE Vill — FIDUCIARY RESPONSIBILITIES AND LIABILITIES

NTC may rely upon any information provided by the Sponsor or its designee. NTC, the Sponsor, and all
other fiduciaries under the Plan and this Agreement intend that each party shall be solely responsible for
those specific duties and powers assigned to it. Each party may rely upon any direction, information, or
action of another party as being proper under the Plan and this Agreement. NTC shall not be required by
the Sponsor or its designee to engage in any action, or make any investment which constitutes a
prohibited transaction or is otherwise contrary to the provisions of applicable law, the Code, or the terms
of the Plan, if any, or this Agreement.

NTC shall be responsible only for those functions which have been assigned to it under this Agreement
and shall have no responsibility to perform any duty of the Sponsor, or other fiduciary, required by the
Plan or applicable law. NTC shall have no duty to determine the rights or benefits of any person having
or claiming an interest under the Plan or this Agreement.

Except as otherwise provided in the Agreement, including any schedules thereto, any action to be taken
by NTC under the Agreement shall be taken upon Written Instruction from the Sponsor or its designee.
NTC shall comply with such instructions and shall incur no liability for any loss which may result from any
action or failure of action on its part due to its compliance with such Written Instructions.

ARTICLE IX — LIMITATION OF LIABILITY

To the extent permitted by applicable law, NTC shall not be liable for any failure or delay in the
performance of its obligations under this Agreement arising out of or caused, directly or indirectly, by
circumstances beyond its reasonable control, including, without limitation, acts of God; earthquakes; fires;
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floods; wars; civil or military disturbances; sabotage; epidemics; riots; interruptions, loss or malfunction of
utilities, computer (hardware or software) or communications services; accidents; labor disputes; acts of
civil or military authority or government actions.

ARTICLE X — RELIANCE ON COUNSEL AND INDEMNIFICATION

NTC may consult with, and act upon the advice of counsel (who may be counsel for the Sponsor),
regarding its responsibilities under this Agreement. To the extent permitted under applicable law, the
Sponsor shall indemnify and hold harmless NTC, its officers, employees, and agents from and against all
liabilities, losses, expenses, and claims (including reasonable attorneys’ fees and costs of defense)
arising as a result of:

Acts or omissions to act with respect to the Plan or Account by persons unrelated to NTC;
NTC’s action or inaction with respect to the Plan or Account resulting from reliance on the action or
inaction of unrelated persons;

Any violation by any unrelated person of the provisions of the Code or applicable laws, unless NTC
commits a breach of its duties by reason of its gross negligence or willful misconduct;

Any decision by the Sponsor, any Participant or any other fiduciary to acquire, retain, or dispose of any
security or other property of the Account;

Any violation or breach by a fiduciary or other person associated with the Plan which occurred prior to the
Effective Date; or

NTC's acts, omissions and conduct, and those of its agents, in their official capacity, except to the extent
that such documented loss or expense results from negligence directly and solely attributable to NTC or
its agents, or from an intentional violation by them of any provision of this Agreement.

Such obligation to indemnify shall extend to any liability or expense that arises as a result of the
inaccuracy of any representation made, any action taken or failure to act, or any violation of this
Agreement, the terms of the Plan by the Sponsor, its designee, any fiduciary of the Plan, and their
agents, employees and officers under this Agreement or otherwise related to the administration of the
Account. NTC shall not be required to give any bond or other security for the faithful performance of its
duties under this Agreement except to the extent required by applicable law.

ARTICLE XI— NTC’S USE OF AFFILIATED COMPANIES

NTC may enter into agreements and share information with its affiliates in performing responsibilities
under this Agreement and any other applicable agreement. Investments made in accordance with the
Agreement, may include mutual funds or other investments advised by affiliates of NTC. The investment
advisers of such investments may be affiliates of NTC and may derive investment management and other
fees for services provided.

ARTICLE Xil — NTC’S COMPENSATION AND EXPENSES

NTC’s compensation for the ordinary services provided under this Agreement shall be included in and
paid from the overall fees and charges assessed by the Plan’s third party administrator. NTC will receive
additional reasonable compensation for any extraordinary services or computations required as agreed
upon by the Sponsor and NTC in advance.

The Funding Vehicle provider (“Provider’) may assess trading commissions or other fees in accordance
with the procedures established by the Provider. Such fees will be assessed against participant accounts
and are not the responsibility of NTC.

NRS-SDO Only (05/2009) -5 of 8-



ARTICLE XIV— TAXES

Until advised to the contrary by the Sponsor, NTC shall assume that the Account is exempt from federal,
state, local and foreign income taxes. NTC shall not be responsible for filing any federal, state, local or
foreign tax and informational returns relating to the Plan or Account.

ARTICLE XV — AMENDMENT

Notwithstanding any other provision of the Agreement, NTC may amend the Agreement at any time by
providing written notice to the Sponsor not less than thirty (30) days prior to the effective date of such
change, or at any time in the event NTC determines that such amendment is necessary to comply with
any applicable legal or regulatory requirements.

No person except for an authorized officer has the legal capacity to change this Agreement otherwise, or
to bind NTC to other commitments not covered within this Agreement.

ARTICLE XVI— RESIGNATION, REMOVAL AND TERMINATION

NTC may resign at any time after providing at least thirty (30) days notice via Written Instructions to the
Sponsor. The Sponsor may remove NTC by delivery of Written Instructions, to take effect at a date
specified therein, which shall not be less than thirty (30) days after the delivery of such Written
Instructions with Original Signature to NTC, unless Funding Vehicle provisions specify otherwise.
Notwithstanding the foregoing, NTC may retain responsibilities per the terms of this Agreement over
assets remaining at NTC beyond the thirty (30) day timeframe, concurrent with Funding Vehicle
provisions.

The Agreement will be terminated at such time as the Account is terminated, the Funding Vehicle are
redeemed in full, upon the resignation or removal of NTC as trustee, as applicable, of the Account, or
upon the termination by Sponsor of any separate agreement with NTC or Nationwide Retirement
Solutions, Inc. that relates to the services provided by NTC under this Agreement. The discontinuance of
contributions to the Account shall not, by itself, terminate the Account.

NTC is authorized to reserve such sum of money as it may deem advisable for payment of its fees and
expenses in connection with the settlement of the Account, and any balance of such reserve remaining
after the payment of such fees and expenses shall be paid to the Successor by NTC.

ARTICLE XVIl — SUCCESSOR

Upon resignation or removal of NTC, the Sponsor shall appoint a Successor and the Sponsor shall notify
NTC of such appointment by Written Instructions with Signature. NTC shall transfer the assets of the
Account, subject to any applicable fees as described in the Agreement to such Successor.

If either party has given notice of termination and upon the expiration of the advance notice period no
party has accepted an appointment as Successor, NTC will have the right to commence an action in the
nature of an interpleader (or other appropriate action) and seek to deposit the assets of the Account in a
court of competent jurisdiction in Franklin County, Ohio, for administration until a Successor may be
appointed and accepts the transfer of the assets. The Sponsor will be responsible for any costs incurred
as a result of such action and/or transfer, as well as any expenses of NTC which are incurred in carrying
out its duties under this Agreement in such a situation.

ARTICLE XVIli —— GOVERNING LAW

The Account will be administered in the State of Ohio, and its validity, construction, and all rights
hereunder shall be governed by the Code, Home Owners’ Loan Act of 1933 and, to the extent not pre-
empted, by the laws of Ohio. All contributions to the Account shall be deemed to occur in Ohio.
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ARTICLE XIX — IDENTITY VERIFICATION NOTICE

To help the government fight the funding of terrorism and money laundering activities, Federal law
requires all financial institutions to obtain, verify, and record information that identifies certain persons or
entities that open an account. When an account is opened, NTC may ask for the name, address and
other information that will allow NTC to identify the entity or person that sponsors the Plan. NTC may also
ask for a copy of identifying documents, such as a driver's license, government-issued business license,
or other documents.

ARTICLE XX — RULES OF CONSTRUCTION

The Agreement, together with all attached schedules and any applicable investment contracts shall
constitute the entire Agreement. The Plan and this Agreement shali be read and construed together. By
signing this Agreement, the Sponsor represents to NTC that the Plan conforms to and is consistent with
the provisions of this Agreement. Should the Plan need to be amended to conform to the provisions of
this Agreement, the Sponsor is responsible for such amendments. The terms of this Agreement shall
prevail over terms of the Plan in cases of conflict.

ARTICLE XXI— WAIVER
Failure of either party to insist upon strict compliance with any of the conditions of the Agreement shall
not be construed as a waiver of any of such conditions, but the same shall remain in full force and effect.

No waiver of any provision of the Agreement shall be deemed, or shall constitute, a waiver of any other
provision, whether or not similar, nor shall any waiver constitute a continuing waiver.

ARTICLE XXIl— REFERENCES
Unless the context clearly indicates to the contrary, a reference to a statute, regulation, document, or

provision shall be construed as referring to any subsequently enacted, adopted, or re-designated statute
or regulation or executed counterpart.

ARTICLE XXIll — SEVERABILITY

If any provision of the Agreement shall be held by a court of competent jurisdiction to be invalid, illegal, or
unenforceable, the remaining provisions shall continue to be effective.
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Schedule of Investments
(“Investment Authorization”)

WHEREAS, NTC and the Sponsor have entered into an Agreement in which the assets of the Plan are to
be held, invested and distributed; and

WHEREAS, the authority to select the Funding Vehicles under the Plan resides with the Sponsor; and
WHEREAS, NTC and Sponsor agree that NTC may act upon Written Instructions from the Sponsor;

NOW THEREFORE, the Sponsor authorizes NTC to establish an account for each Funding Vehicle set
forth below
1. On the Effective Date, the Funding Vehicles in the Plan shall be:

Schwab PCRA Self-Directed Brokerage Option
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GALLOWAY
J ASSET MANAGEMENT, LLC

a Division of Public Safety Financial, LLC

Dear Public Safety Employee:

Galloway Asset Management, LLC, a division of Public Safety Financial, was formed
specifically to provide financial services to firefighters and police officers.

In 2001, I retired as a Lieutenant from the City of Mesa Police Department. Prior to my career
in Public Safety I served in the United States Marine Corps.

As a retired Mesa Police Lieutenant, I understand how critical deferred compensation and
pensions are to your retirement. The Galloway Asset Management financial service team
specializes in Public Safety retirement matters.

I have served both Governor Napolitano and Governor Brewer as a member of the Arizona
Public Safety Personnel Retirement System. During this tenure I was appointed Chairman of the
Investment Committee and later Chair of the Public Safety Pension Board.

We hold numerous educational seminars and department training for police and fire agencies
throughout Arizona and California. If you are interested in details to schedule a presentation for
your agency, please contact us at 480-325-8668, or toll free at 1-877-778-2351.

To learn more about our services please visit our website at www.Galloway911.com.
We look forward to the opportunity to work with you!

Stay Safe

Mike Galloway

President/CEO

www.Galloway911.com
4695 MacArthur Court, 11" Floor « Newport Beach, CA 92660 « Phone: 949.798.5768

1930 N. Arboleda, Suite 117, Mesa, AZ 85213 « Phone: 480.325.8668 « Fax: 480.325.1664 « Toll Free:
1.877.778.2351

Securities offered through Cambridge Investment Research, inc. a Broker/Dealer, Member FINRA/SIPC.

Investment Advisor Representative
Galloway Asset Management, LLC, a Registered Investment Advisor.

Cambridge and Galloway Asset Management, LLC are not affiliated.



Agenda Item 7-E November 21, 2011

TO: Fire Board
FROM: Assistant Chief of Administration Dalton
DATE: November 9, 2011

SUBJECT: APPROVE FISCAL YEAR 2010-2011 AUDIT

The District's auditor Assurance Professionals, P.C. completed the Fiscal Year
2010-2011 Audit and it is attached for the Fire Board'’s review and approval. The
first portion of the audit is the Management Discussion and Analysis which is
prepared by CYFD staff and is meant to explain the District’s financial position in
layman’s terms. It is important that our audit be reviewed and approved in
November, as it must be included in the financial reports which have to be
submitted to Yavapai County and the State of Arizona in December and
January.

If you have any questions, please call me or Chief Nies at 772-7711.
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Wl Assurance
BBl Professionals.pc.

Certified Public Accountants

INDEPENDENT AUDITORS' REPORT

To the Governing Board of
Central Yavapai Fire District
Prescott Valley, Arizona

We have audited the accompanying financial statements of the governmental activities and each major fund of
Central Yavapai Fire District (the District), as of and for the year ended June 30, 2011, which collectively comprise
the District's basic financial statements as listed in the table of contents. These financial statements are the
responsibility of the District’'s management. Our responsibility is to express opinions on these financial statements
based on our audit.

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

In our opinion, the financial statements referred to above present fairly, in ali material respects, the respective
financial position of the governmental activities and of each major fund of the Central Yavapai Fire District, as of
June 30, 2011, and the respective changes in financial position thereof for the year then ended in conformity with
generally accepted accounting principles in the United States of America.

In accordance with Government Auditing Standards, we have also issued our report dated October 31, 2011 on
our consideration of the District's internal control over financial reporting and on our tests of 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.

Management's Discussion and Analysis on pages 3 through 18 and the Budgetary Comparison Schedule on
pages 39 through 41 are not a required part of the basic financial statements, but are supplementary information
required by the Governmental 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
required supplementary information. However, we did not audit the information and express no opinion on it.

)A\"asu&o«m %\;&&:ﬂ m\aQs‘/\)- C.

October 31, 2011

14301 North 87th Street, Suite #216 | Scottsdale, Arizona 85260
Phone: (602) 903-3720 | Fax:(602)926-8301 | www.assuranceprospe.com
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Central Yavapai Fire District
MANAGEMENT'S DISCUSSION AND ANALYSIS
June 30, 2011

As management of the Central Yavapai Fire District (the District), we offer readers of these financial statements,
this narrative overview, and analysis of the financial activities of the District for the fiscal year ended June 30,
2011. This discussion and analysis is intended to be an easily readable breakdown of the District's financial
activities based on currently known facts, decisions and conditions. Readers are encouraged to consider the
information presented here in conjunction with the financial statements as a whole, which follow this narrative.

Financial Highlights

The following are the financial highlights of the District for the fiscal year:

* In the government-wide financial statements, the assets of Central Yavapai Fire District exceeded its
liabilities at the close of the fiscal year by $22.7 million (net assets). Of this amount, $12.5 million
(unrestricted net assets) may be used to meet the government's ongoing obligations to citizens, creditors
and to further the purpose of the District.

Composition of Net Assets

Restricted 2%

Capital Assets, net of debt 43 % Unrestricted

* The District's total net assets increased by $3.1 million, primarily due to increases in the governmental
type activities, which includes both property tax and non-property tax sources, and debt reduction of
$650,000, as well as greater than expected charges for services and the ability of the District to minimize
budgeted expenditures for personnel services, supplies, general services, capital outlay, and unspent
contingency funds.

Net Assets

{in millions)

o =
2011 2010
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+ As of the close of the current fiscal year, the District’s governmental funds reported combined ending fund
balances of $17.3 million, an increase of $0.1 million in comparison with the prior year. The Increase was
largely due to payment of existing bond debt & remaining unspent funds. Approximately 25% of this total
amount, or $4.3 million, is available for spending at the District’'s discretion (unassigned); an additional
$8.3 million of the governmental fund balance has been committed for capital projects; $4.3 million of
bond proceeds are restricted for capital projects; and $400,000 is restricted for bond debt service.

» At the end of the current fiscal year, unassigned fund balance for the General Fund was $4.3 million, or
37% of total General Fund expenditures, which totaled $11.7 million for the fiscal year. As the District's
annual budget includes a revenue stabilization amount, equal to 20% of total General Fund expenditures
for the fiscal year, the unassigned fund balance was slightly higher than expected. However, as property
values continue to decline, this unassigned balance is needed to ensure the District can continue its
operations at the current level.

» The District's total debt decreased by $650,000 (5%) during the current fiscal year. The key factor in this
decrease was the repayment of scheduled principle on existing bond debt.

» At the onset of budget preparation for the year ended June 30, 2011, the District’s elected board directed
management to consider recommended budget reductions to personnel services, including acting pay,
and to continue a wage freeze for the second fiscal year. Further, to reduce service & supply
expenditures to meet the anticipated reduction of property tax revenues. They also requested that
management provide them with estimated projections with regards to the tax levy impact on existing
commercial and residential property owners within the Fire District boundaries.

» Significant capital asset additions for the fiscal year ended June 30, 2011 included: (i) the purchase ofa
water tender (apparatus), (ii) the purchase of an EMS electronic patient reporting system, (iii) the
purchase of Life Pack’s with a FEMA Grant, (iv) the construction of Fire Station 58 on Robert Road, the
construction of the communications building, and the construction of the prop storage room/restroom
building at the training center, and (v) the purchase of a staff vehicle for the communications department.

Overview of the Financial Statements

This discussion and analysis is intended to serve as an introduction to the District’s basic financial statements.
These basic financial statements consist of three components; 1) government-wide financial statements, 2) fund
financial statements, and 3) notes to the financial statements. This report also contains other supplemental
information in addition to the 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, similar in format to a financial statement of 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 assets presents information on all of the District's assets (resources available for future
economic benefit) and liabilities (obligations to be paid in the future), with the difference between the two reported
as net assets. Over time, increases and decreases in net assets 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 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 (e.g., uncollected taxes and
earned but unused vacation leave).

The government-wide financial statements can be found on pages 20 — 21 of this report.

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 evaiuation of applicable laws, regulations and reporting objectives.

Governmental funds — Governmentali 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 the near-term acquisition and use of
expendable resources, as well as on balances of expendable resources available at the end of the fiscal year.
Such information may be useful in evaluating the District's near-term financial requirements. Thus, the emphasis
is placed on measurabie and available financial resources rather than on the net changes in assets.

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 financial 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 four individual government funds: the General Fund, the Capital Projects Fund, the Capital
Projects Bond Fund and the Debt Services Fund. information is presented separately in the governmental fund
balance sheet and governmental fund statement of revenues, expenditures, and changes in fund balances for
each of these funds, ali of which are considered to be major funds of the District; the concept and determination of
major funds has been established by the Governmental Accounting Standards Board (GASB). There are no
non-major governmental funds.

The District adopts an annual appropriated budget to levy taxes and provide for its General Fund. A budgetary
comparison statement has been provided for the fund to demonstrate compliance with the budget and is
presented on page 40.

The basic governmental fund financial statements can be found on pages 22 — 25 of this report.

Fiduciary funds — Fiduciary funds are used to account for resources held for the benefit of parties outside the
governments. 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 for fiduciary

funds is on the accrual basis of accounting much like that of business-type activities.

The fiduciary fund financial statements can be found on pages 26 - 27 of this report.
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Notes to the 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 on pages 28 — 38 of this report.

Other Information — In addition to the basic financial statements and accompanying notes, this report includes
certain 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.

Government-Wide Financial Analysis

As noted earlier, net assets may serve over time as one useful indicator of the District's financial condition. The
assets of the District exceeded liabilities by $22.7 million (net assets) as of June 30, 2011. The District's net
assets increased by $3.1 million for the fiscal year ended June 30, 2011.

By far, the largest portion of net assets, $9.7 million or 43%, reflects the District's investment in capital assets
(e.g. land, buildings, fire apparatus, and furniture and equipment), less any related debt still outstanding that was
issued to acquire those items. 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 capital
assets is reported net of the outstanding related debt, the resources needed to repay that debt must be provided
by other sources, since the capital assets cannot be liquidated to service these liabilities. Of the remaining net
assets, totaling $13.0 miilion, approximately $.5 million is restricted to satisfy the bond debt and $12.5 million is
unrestricted, but may be used for apparatus purchases, future fire station property and construction costs, and to
improve the quality of fire protection services within the District's boundaries.

At June 30, 2011, the Fire District had set aside $8.3 million in the Capital Projects Fund. A portion of these
funds have been committed to be used for further development of the District's fire training facility.

Additionally, the District has another $4.3 million available in the Capital Projects Bond Fund which is legally
restricted by debt covenants for the completion of the communications upgrade project, which will improve radio
communications abilities throughout the District's boundaries, and to establish a microwave backbone for the
District's information technology wide-area network, construction of an additional fire station, the purchase of land
for future fire stations, as well as further fire training center development.

The District's $20.0 miilion in capital assets consists of six fully staffed and four reserve fire stations which are
strategically placed throughout the District’'s 160 square mile service area, as well as a large modern vehicle
maintenance facility, a communications building, and the fully functional Fire Training Center with a 5-story burn
tower, outside classroom, and large indoor classroom and CPAT building. The District maintains a fleet of over 50
fire apparatus and staff vehicles, all of which are in excellent condition. Additionally, the District has been
building a new microwave communications system with several newly constructed communications towers placed
throughout the District's boundaries. Lastly, the District is proud of its state-of-the art medical and firefighting
equipment which is all well-maintained and provides its citizens an excellent level of care. The remaining assets
consist mainly of cash and cash equivalents, investments and property taxes receivable which are used to meet
the District’'s ongoing obligations to its citizens.
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MANAGEMENT'S DISCUSSION AND ANALYSIS

The following table presents a comparative summary of the District's assets, liabilities and net assets for the

current and preceding fiscal years.

ASSETS

Cash and investments

Other assets

Capital assets, net
Total assets

LIABILITIES
Accrued expenses

Compensated absences

Bonds payable
Total liabilities

NET ASSETS

Invested in capital assets, net of related debt
Restricted for debt service

Unrestricted
Total Net Assets

June 30, 2011

Governmental Activities

2011 2010 % Chg _
$ 17,303,389 $ 17,412,634  (0.6)%
1,256,053 844,537  48.7%
20,029,047 _ 17765247  12.7%
38,588,489 _ 36,022,418 7.1%
193,811 423,789  (54.3)%
1,106,665 758,846  45.8%
14,603,766 _ 15292.894  (4.5)%
15904242 _ 16475529  (3.5)%
9,737,741 10,237,168  (4.9)%
469,078 330,226  100.0%
12.477.428 8979495  39.0%
$ 22684247 $ 19546889  16.1%
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The following charts highlight the significant assets and liabilities of the District.

* Other, Accounts Receivabls 1.5%, Yaxes Receivable 1.8%, Deposits 0.0%

Liabilities
June 30, 2011

Accrued Expenses 1%
Compensated Absences
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Governmental Activities - Governmental activities increased the District's net assets by $3.1 million. Key
elements of this increase are as follows:

Total revenues increased $1.2 million or 8.2% due to increases in charges for services (maintenance
agreements) and an increase in property taxes collected (due to a decrease in delinquencies). Also,
operating grants, capital grants, and contributions increased because of grant monies received from
FEMA for the purchase of Life Pack's.

The District acquired capital assets in the amount of $2.3 million, which included: (i} the purchase of a
water tender (apparatus), (ii) purchase of an EMS electronic patient reporting system, (iii) the purchase of
Life Pack's with the FEMA grant, (iv) the construction of Fire Station 58 on Robert Road, the construction
of the communications building, and the construction of the prop storage room/restroom building at the
training center, and (v) the purchase of a staff vehicle for the communications department.

Due to an increase in call volume, some operating expenses such as fuel, utilities, and medical supplies
increased. In addition, the District saw ongoing increases in employee health insurance, workman's
compensation insurance, and building maintenance supply expenses. Because of these increases,
expenditures for the District as a whole increased by $1.7 million or 15.0%, however, in spite of these
increases, expenditures were managed and fell below budgeted expenditures, with savings in
administration and support services, salaries and benefits, operations, services and supplies.
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The following table presents a comparative summary of the District's revenues and expenses for the current and
preceding fiscal years.

Governmental Activities

2011 2010 % Chg
REVENUES
Program Revenues:
Charges for services $ 909,254 $ 254,533 257.2%
Operating grants and contributions 140,826 99,677 41.3%
Capital grants and contributions 141,783 52,482 170.2%
General revenues:
Property Taxes 14,877,100 14,405,448 3.3%
Fire District Assistance Tax 298,619 302,840 (1.4)%
Gain on sale of assets - 5,604 - %
Investment earnings 56,598 63.357 (10.7)%
Total revenues 16,424,180 15,183,941 8.2%
EXPENSES
Public Safety:
Fire safety and emergency services 9,448,654 8,401,599 12.5%
Risk management services 531,722 527,032 0.9%
Administrative and support services 1,686,670 1,707,548 (1.2)%
Depreciation on buildings and equipment 965,241 731,848 31.9%
Interest on debt 654,535 185,031 253.7%
Total expenses 13.286,822 11,553,058 15.0%
Increase in net assets $ 3,137,358 $ 3630883 (13.6)%

The cost of all governmental activities for the year ended June 30, 2011 was $13.3 million. Property Taxes and
Fire District Assistance Tax provided funding of $15.2 million. Additional revenue was realized from interest in the
amount of $56,598.
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The following charts highlight the significant sources and uses of revenues and expenses, respectively.

Revenues
Year Ended June 30, 2011

Charges for Senvice 6%

i 4% Other*

91% Property Taxes
* Other, Operating contributions 1%, Capital grants 1%, FDAT 2%, Investment Eamings 0%

Expenses
Year Ended June 30, 2011
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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. Specifically, unassigned fund balances can be a useful measure of a District's net
resources available for spending at the end of the fiscal year.

The General Fund is the chief operating fund of the District. At the end of the current fiscal year, the unassigned
fund balance of the General Fund was $4.3 million. As a measure of the General Fund’s liquidity, it may be
useful to compare the unassigned fund balance to total fund expenditures.

The Capital Projects Fund accounts for the accumulation of resources for future construction costs for new and
existing facilities and for the purchase of large fire apparatus. As of June 30, 2011, the ending fund balance in
the Capital Projects Fund was $8.3 million. During the District's long-term financial planning, it was determined
that the unencumbered cash available at fiscal year-end (June 30, 2011) would remain in the General Fund and
the excess amount would be transferred to the Capital Projects Fund for future capital development.

At June 30, 2011, the governmental funds of the District reported a combined fund balance of $17.3 million, an
increase from last year of $0.1 million or 1%. The increase is primarily due to increases in maintenance
agreements and charges for services. The General Fund decreased by approximately $(0.5) million. The Capital
Projects Fund increased by approximately $3.3 million as a result of a transfer from the General Fund. The
General Fund and the (unrestricted) Capital Projects Fund had a combined ending fund balance of $12.6 million
or 72.8% of the District's total governmental fund balance. Of this amount, $4.3 million is classified as unassigned
fund balance, which is available for spending at the District's discretion; and the remaining $8.3 million of the
combined fund balance is committed by the Fire Board for capital projects. The District issued $11.2 million in
bonds on February 2, 2005 (Bond A), all of these funds have been completely expended for the completion of the
communications building; in addition, on September 5, 2008, the District issued approximately $5.9 million on
our second bond issuance (Bond B). Approximately $4.3 million remains unspent and is restricted for the
completion of the construction of Station 58 and the prop storage room/restroom building at the training center.

Budgetary Highlights

During the current year, the District did not have any amendments to the originally adopted budget. However, the
Governing Board did authorize transfers of budgeted expenditures within the General Fund in order to provide for
NIMS-ICS training for CYFD employees.

Budgetary Comparison - General Fund

Revenues were only slightly higher than the budgeted amounts (by $146,479 or 1%) primarily due to the increase
in maintenance agreements and charges for services. The property tax delinquency rate for fiscal year ended
June 30, 2011 was .6%. Additionally, the District took every opportunity to lower expenditures which resulted in
expenditures coming in under budget. This resulted in a savings of $4.3 million. Lastly, the District did not
expend any of its revenue stabilization line item budgeted amount of $2.6 million.  This combination of additional
revenues and expenditure savings allowed the District to comply with its long-term budgetary objectives. For
additional information, see the budget to actual comparisons on page 40.
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Capital Asset and Debt Administration

Capital Assets - The District’s investment in capital assets for its governmental type activities as of June 30,
2011, totaled $20.0 million (net of accumulated depreciation). These assets include land and improvements,
buildings and improvements, fire apparatus and vehicles, and general fire suppression and emergency medical
equipment, as well as information technology and communications equipment.

Major capital asset transactions during the year include the following:
* The purchase of an EMS electronic patient reporting system;
» Purchase of a water tender (apparatus), a staff vehicle, and Life Pack's (FEMA Grant);

» The construction of Fire Station 58 on Robert Road; the construction of the communications building; and
the construction of the prop storage room/restroom building.

The District depreciates capital assets, except for land and construction in progress, consistent with generally
accepted accounting principles, utilizing the straight-line depreciation method. The cost of the asset is divided by
its expected useful life in years and the result is charged to expense each year until the asset is fully depreciated.
Major outlays for capital assets and improvements are capitalized as projects are completed and placed into
service. Additional information on the District's capital assets can be found in the notes to the basic financial
statements on page 34.

Long-term Debt - The District continues to retire and manage debt to fund various capital projects which support
program services. As of June 30, 2011, the District had total long-term debt outstanding of $15,120,000, not
including deferred amounts for the premium on the sale or costs of issuance, resulting directly from the issuance
of the Series A (2005) bonds and Series B (2008) bonds. This debt currently requires annual debt service
payments that consist of principal and interest of approximately $1.4 million. All debt is backed by the full faith and
credit of the District.

In August 2008, the District was notified that Standard & Poor’s Ratings Services had assigned the District with a
long-term rating of A+/Stable, as well as a financial management score of “good” under Standard & Poor's
Financial Management Assessment (FMA) methodology. An FMA score of “good” indicates that the District's
finance department maintains adequate policies in key areas. Unlike many other organizations, the District's
financial ratings have not been downgraded.

During the year ended June 30, 2009, the District authorized the issuance of $6,005,000 in General Obligation
Bonds, pursuant to a vote of qualified electors of the District held on November 2, 2004 and a resolution adopted
by the District's Fire Board on August 11, 2008. The Official Statement, dated September 5, 2008, describes the
issuance of the General Obligation Bonds, Project of 2004, Series B (2008) and the authorization, purpose, terms,
conditions of sale and sources of payment of and security for the Bonds. However, even with the issuance of an
additional $6,005,000 in General Obligation Bonds, the District's overall net debt burden is reasonable at 1.9% of
assessed valuation. Statutorily, Fire District's in Arizona have the ability to incur bond debt up to 6% of its
assessed value.
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Economic Factors and Next Year’s Budgets and Rates

The financial outlook for the District is stable, however, there are future challenges, which are reflected by the
following factors:

» Revenue-raising flexibility from the District’s low tax rate relative to the maximum permitted for operations;
Arizona Revised Statutes limit the amount the District can assess to $3.25 per $100 of secondary
assessed value for its General Fund budget. However, the District has worked diligently to keep the tax
rate as low as feasibly possible while providing quality public safety services. In fact, the District’s fiscal
year 2011 - 2012 tax rate is $1.8573, which is one of the lowest when compared to like-sized fire districts
state-wide. With the passage of Senate Bill 1421 fire districts are now limited to an 8% annual levy
increase. As a result of the District's decrease in its Fiscal Year 2011 - 2012 levy the District now has a
levy capacity of approximately 34.7%.

» Strong General Fund position, combined with additional revenue flexibility from the unrestricted Capital
Projects Fund, which is committed by the Board to capital project purchases outlined in the 10-year
Capital Replacement Schedule, and a low debt service burden are factors that are helping the District to
remain financially stable.

+ The District’'s long-standing progressive financial management philosophies and practices, which
includes: their financial policies; 10-year capital improvement plan and long-term staffing plan that is
reviewed by the Fire Board annually, with projects mapped by fiscal year and all funding sources
identified; its five-year financial forecast which is balanced in all years and incorporates conservative
assumptions, including additional staff, benefits and salary increases; providing the Fire Board with
monthly budget updates and investment reports, and its Board-adopted policy of maintaining a General
Fund revenue stabilization amount between 5% and 20%.

* Additionally, the District was unanimously awarded Accredited Agency Status by the Commission on Fire
Accreditation International. The District is one of only 143 fire agencies worldwide that have earned this
distinguished award, and one of only three fire districts in the State of Arizona. The District is due for its
5-year re-accreditation visit during fiscal year 2011 - 2012. The District also maintains an Insurance
Services Office (ISO) grading of Class 5/8. This grading reduces the risk loss for property owners and
helps keep fire insurance rates lower. The District is scheduled for a regrading within the next year and
we anticipate our ISO grading to improve which would result in property owners saving additional money
on their fire insurance premiums.

The District underwent a period of very robust growth and its secondary assessed valuation (AV) more than
doubled from fiscal years 2006 through 2009 to $901 million. In fact, between 2001 and 2008, the District
averaged a 17.39% increase in AV. During fiscal year 2009 - 2010, concurrent with the slowing of the economy,
the District's AV declined by 1%. For fiscal year 2010 - 2011, the District's assessed valuations decreased by
12%. Finally, it is expected that for fiscal year 2011 - 2012, the assessed values will decrease by 18%. Based on
current real property market values and estimates provided by the Yavapai County Assessor's Office, the District
anticipates a 20 percent decline in AV for fiscal year 2013 and an additional decline in fiscal year 2014. Arizona
economists tell us that property values will most likely remain flat, at best, for the next three to five years. With
Arizona's tax process, which includes a two year time lag, the District would not see any increases in assessed
values until 2016. The District is cognizant of the future revenue declines which will challenge our financial
position and, therefore, began addressing the issue in fiscal year 2009.
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During the year ended June 30, 2011, approximately 92.4% of the District's actual revenues were derived from
real property and fire district assistance taxes. Consistent with national and regional trends, however, the local
real estate market and residential development have slowed with the tightening of the credit markets and general
downturn of the economy. Although commercial construction was initially unaffected, it began to be impacted in
early 2009 with an excess supply of commercial property and commercial valuations and lease rates declining
rapidly. The net effect of this is that the District will see a decline in commercial valuation in Fiscal Year's
2012 - 2014. The following factors are expected to play a role in the District's future property tax revenue
outlook.

* In Arizona, there are a substantial number of foreclosures and short-sales in the residential housing
market. While we estimate that the housing market is beginning to flatten, the supply/demand balance is
not projected to equalize until approximately 2016. We expect to see declines in the assessed values
within our District for the next two fiscal years, primarily because of the two year lag in assessed
valuations. Further, the District's tax collection delinquency rate may be negatively impacted.

* The Arizona JLBC (Joint Legislative Budget Committee) and FAC (Finance Advisory Committee), whose
membership includes 16 members from the Senate and House, as well as 15 economists and other
financial experts, are tasked with making recommendations with regards to economic and revenue
forecasts. The Four-Sector (FAC, UofA base, UofA low, JLBC) Consensus forecasts continuing declines
with economic growth reaching bottom in the fiscal year 2011 - 2012 followed by a period of flat values,
with gradual recovery beginning in 2016.

* The largest portion of the District’s economic base is in the Prescott Valley area. Although in the past
Prescott Valley’s unemployment rate has been at or below the state and national average, it is currently
higher than the state and national average, largely due to the loss of construction based jobs. In August
2011, Yavapai County had an unemployment rate of 10.7% and the Arizona state rate was at 9.4%.
Also, Yavapai County's median household effective buying income is $40,837, which is adequate at
83.8% of the state average.

During the preparation of the budget for the ensuing fiscal year, the long-term impacts of the local economy were
examined in conjunction with the District’'s Mission Statement, Strategic Plan, International Accreditation
recommendations, long-term Capital Acquisition and Replacement Schedule, long-term staffing plan, and short
and long-term goals and objectives. The following are the major assumptions used in developing the fiscal year
2011-2012 budget:

¢ The District’s assessed value, the basis of property tax revenues, declined by 18 percent or $145 million.
Although the District decreased the tax levy amount by $1.3 million, because of the 18 percent decline in
assessed values, the District's tax rate increased to $1.8573 per $100 of secondary assessed value.

As part of the annual budget process, the District Board considers the impact of the projected levy on the
average homeowner. For Fiscal Year 2008 - 2009 the average homeowner paid $335 for District tax;
Fiscal Year 2009 - 2010 the average homeowner paid $319 for District tax; and for Fiscal Year
2010 - 2011, the average homeowner paid $315 for District tax; and for fiscal year 2011 - 2012, the
average homeowner will pay $290 for District tax.
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* Through its long-term financial planning process, the District has remained cognizant of the upcoming
fiscal challenges and has been highly involved with addressing these issues in a proactive fashion. In
fiscal year 2010 and 2011, all employees and Board members were updated on a regular basis with
regards to the economy and budget projections. District employees worked to consistently address
financial conservation measures, such as utility cost reductions and fuel reductions, as well as curbing or
delaying all but essential purchases, the District was able to carryover $3.1 million to fiscal year 2012.

* The District increased its budgeted capital outlay expenditures by $814,085 to purchase essential capital
items. Of this amount, $515,720 is projected to be funded through grants. The planned capital
purchases include a Type il wildland engine, a simulation manikin, and backup generators/TIC's. If the
grants are not received, the Type Ill wildland engine will be purchased using committed capital project
funds. However, the simulation manikin and the backup generators/TIC's will not be purchased if the
grants are not received.

*The District's pension system for its public safety employees (PSPRS) remained the same as the
previous year with the employer contribution rate at 19%. State-wide, Arizona employer contribution
rates have increased over the last several fiscal years. This is a result of the very significant declines in
funding ratios of the PSPRS administered Plans over the same time period. Those funding ratio declines
are, in turn, the direct result of the very large asset value losses that the Plans have sustained. To date,
these losses have not been fully reflected in the Plans’' respective actuarial value of assets, since the
PSPRS Board uses a seven year averaging method to determine each Plan’s actuarial value of assets at
fiscal year end. PSPRS had felt that in the short-term, the Plans would generate actual rates of return on
invested assets that were significantly better than the 8.5% actuarial assumed rate of return, and then the
rate of escalation in employer contributions in the future would moderate. Additionally, as a result of
continued asset value losses, the pattern of eroding funding ratios and large year-over-year employer
contribution rate increases will continue. Therefore, the financial condition of the Plans could require
further action and, perhaps, further legislative changes. In July 2011, the employee contribution rate
increased from 7.65% to 8.65; with future increases expected as follows: July 1, 2012 to 9.55%; July 1,
2013 to 10.35%; July 1, 2014 to 11.05%; and July 1, 2015 to $11.65%.

» Salaries will remain frozen for fiscal Year 2011 - 2012 and are expected to be frozen again in fiscal year
2012 - 2013, with a temporary suspension in COLA's, merit increases, and longevity increases. Acting
Supervisory Assignment pay has been modified to significantly reduce this cost.

Other expenditure reductions have included training and travel, protective clothing, uniforms, other
professional services, and computer supplies for fiscal year 2011 - 2012.

¢ Due to significant decreases in the District's assessed valuations, it is anticipated that the revenue
stabilization account will be decreased to 15% for fiscal year 2012 - 2013.

The budgeted expenditures for the year ended June 30, 2012 are $16.1 million for the General Fund with another
$0.7 million to be expended from the capital project bond funds and $735,000 to be provided for retirement of
debt. Due to the decrease in net assessed property valuations as set by the Yavapai County Assessor's Office,
and the reduction of the tax levy requirement due to the carryover of $3,150,000, this operating budget will result
in a 10.3% decrease in the property tax levy.

17



Central Yavapai Fire District
MANAGEMENT'S DISCUSSION AND ANALYSIS
June 30, 2011

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. As
always, we appreciate your feedback. We take your responses seriously. Please keep your ideas coming — both
favorable and critical. if you have any questions about this report or need additional financial information, please
contact the District's Assistant Chief of Administration at (928) 772-7711. Copies of the District’s annual financial
reports can be obtained from the administrative office located at 8555 E Yavapai Road, Prescott Valley, Arizona
86314.
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Central Yavapali Fire District
STATEMENT OF NET ASSETS
June 30, 2011

ASSETS
Cash and cash equivalents
investments
Accounts receivable, net
Taxes receivable
Capital assets:
Non-depreciable
Depreciable (net)
Total assets

LIABILITIES
Accounts payable
Accrued payroll and related liabilities
Long-term liabilities:
Due within one year
Due in more than one year
Total liabilities

NET ASSETS
Invested in capital assets, net of related debt
Restricted for:
Debt service
Unrestricted
Total net assets

Governmental
Activities

$ 12,990,929
4,312,460
578,593
677,460

4,447,326
15,581,721
38.588.489

100,101
93,710

735,000
14,975,431
15,904,242

9,737,741
469,078

12,477,428
$ 22,684,247

The notes to the financial statements are an integral part of this statement.
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Central Yavapai Fire District
STATEMENT OF ACTIVITIES
Year Ended June 30, 2011

EXPENSES

Public safety, fire protection and emergency services:
Fire safety and emergency services
Risk management services
Administrative and support services

Depreciation

Interest

Total program expenses

PROGRAM REVENUES
Charges for services
Operating grants and contributions
Capital grants and contributions
Total program revenues
Net program expenses

GENERAL REVENUES
Property taxes
Fire district assistance tax
Investment earnings
Total general revenues
Increase in net assets
Net assets — beginning
Net assets — ending

Governmental

Activities

$ 9,448,654
531,722
1,686,670
965,241
654,535

— 13,286,822

909,254
140,826
141,783
1,191,863
12,094,959

14,877,100
298,619
56,598
15,232,317
3,137,358
19,546,889
§.22,684.247

The notes to the financial statements are an integral part of this statement.
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Central Yavapai Fire District
BALANCE SHEET
GOVERNMENTAL FUNDS
June 30, 2011

Capital Capital Debt Total
General Projects Projects Service Governmental
Fund Fund Bond Fund Fund Funds
ASSETS
Cash and cash equivalents $ 4241559 $ 8,347,638 $ - $ 401,732 $§ 12,990,929
Investments 4,312,460 - 4,312,460
Accounts receivable, net 578 593 - - 578,593
Taxes receivable 610.114 67 346 677.460
Total assets $ 5430266 S;&.ﬂ.ﬁﬁ_& u&g $§ 460078 § 18,559,442
LIABILITIES AND FUND BALANCES
Liabilities:
Accounts payable $ 61,353 §$ - $ 38,748 $ - $ 100,101
Accrued payroll 93,710 - - - 93,710
Deferred revenues 565,234 - - - 565,234
Deferred taxes 445,272 - - 49,159 494,431
Total liabilities 1,165,569 - 38.748 49,159 1.253.476
Fund balances:
Nonspendable - - - - -
Restricted - - 4,273,712 419,919 4,693,631
Committed - 8,347,638 - - 8,347,638
Assigned - - - - -
Unassigned 4,264,697 4,264,697
Total fund balances 4,264,697 8, 347 638 4, 273 712 41 9.919 __17.305.966

Total liabilities and fund balances $ 5430266 $§ 8347638 $ 4312460 $ 469,078 $ 18,559,442

The notes to the financial statements are an integral part of this statement.
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Central Yavapai Fire District
RECONCILIATION OF THE GOVERNMENTAL FUNDS — BALANCE SHEET
TO THE STATEMENT OF NET ASSETS
June 30, 2011

Fund balances - total governmental funds $ 17,305,966

Amounts reported for governmental activities in the Statement of Net Assets
are different because:

Capital assets used in governmental activities are not current financial
resources and therefore are not reported in the governmental funds
balance sheet. 20,029,047

Receivables which are not available to pay for current period
expenditures and, therefore, are deferred in the governmental funds
balance sheet. 1,059,665

Long-term liabilities are not due and payable in the current period and,
therefore, are not reported in the governmental funds balance sheet,

specifically:
Bonds payable $(14,603,766)
Compensated absences (1,106.665)
(15.710.431)
Net assets of governmental activities $ 22,684,247

The notes to the financial statements are an integral part of this statement.
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Central Yavapai Fire District

STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCES

REVENUES
Property taxes
Fire district assistance taxes
Charges for services
Maintenance agreements
Intergovernmental
Licenses, permits and other fees
Rents
Interest income
Other revenue

Total revenues

EXPENDITURES
Current:
Public safety, fire protection:
Fire safety and emergency services
Risk management services
Administrative and support services
Debt service:
Principal
Interest
Capital outlay
Total expenditures
Excess/(deficiency) of revenues
over/(under) expenditures

GOVERNMENTAL FUNDS
Year Ended June 30, 2011

OTHER FINANCING SOURCES/(USES)

Transfers in

Transfers out

Proceeds from debt

Cost of Issuance

Total other financing sources/(uses)
Net changes in fund balances

Fund balances — beginning

Fund balances — ending

Capital Capital Debt Total
General Projects Projects Service Governmental

Fund Fund Bond Fund Fund Funds
$ 13,327,259 $ - $ - $ 1,467,482 $ 14,794,741
298,619 - - 298,619
380,697 - - - 380,697
81,671 . - - 81,671
259,702 - - - 259,702
14,636 - - - 14,636
33,414 - - - 33,414
21,261 23,400 8,892 3,045 56,598
23,387 - - - 23,387
14,440,646 23.400 8,892 1,470,527 15,943,465
8,938,700 - - - 8,938,700
531,722 - - - 531,722
1,686,670 - - - 1,686,670
- - - 650,000 650,000
- - - 693,663 693,663
541,181 - 2,849,995 - 3,391,176
11.698.273 - 2,849,995 1,343,663 15,891,931
2,742,373 23,400 (2.841.103) 126,864 51,5634
- 3,227,413 - - 3,227,413
(3,227,413) - - - (3,227,413)

(3.227.413) 3.227,413 - " -
(485,040) 3,250,813 (2,841,103) 126,864 51,534
4749737 __ 5,096.825 7,114,815 293,055 17,254 432

$ 4264697 § 8347638 § 4273712 § 419919 § 17.305.966

The notes to the financial statements are an integral part of this statement.
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Central Yavapai 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, 2011

Net change in fund balances - total governmental funds

Amounts reported for governmental activities in the statement of activities

are different because:

Governmental funds report capital outlays as expenditures while
governmental activities report depreciation expense and allocate those
costs over the lives of the assets and losses on the disposal of capital
assets as expenditures. This is the amount by which capital outlays

recorded exceeded losses on disposals in the current period.

Governmental funds report costs associated with financing activities as
expenditures while governmental activities report capitalize and
allocate those costs over the term of the debt as an adjustment to

interest expense.

Depreciation expense on capital assets is reported in the statement of
activities, but it does not require the use of current financial resources

Revenues in the statement of activities that do not provide current
financial resources are not reported as revenues in the governmental
funds until available. This is the amount by which revenues reported in
the statement of activities varied from those amounts received and

reported as current financial resources in the governmental funds.

Repayment of the principal of long-term debt is reported as an
expenditure in the governmental funds, but the repayment reduces

long-term liabilities in the statement of net assets.

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

expenditures in the governmental funds, specifically:
Compensated absences
Deferred charges (premium and costs on issuance)

Change in net assets of governmental activities

The notes to the financial statements are an integral part of this statement.
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$ 51,534

3,583,479

(39,128)

(720,060)

82,359

650,000

(509,954)

39,128

§ 3137358



Central Yavapai Fire District
STATEMENT OF FIDUCIARY NET ASSETS
FIDUCIARY FUNDS
Year Ended June 30, 2011

Pension
Trust Fund

ASSETS
Cash $ 14,244
Investment, fair value 435,740

Total assets $ 449,984
NET ASSETS
Held in trust for pension benefits $ 449,984

The notes to the financial statements are an integral part of this statement.
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Central Yavapai Fire District
STATEMENT OF CHANGES IN FIDUCIARY NET ASSETS
FIDUCIARY FUNDS
Year Ended June 30, 2011

Pension
Trust Fund

ADDITIONS
Contributions:

Employer $ 8,450

Employee 8,450
Premium tax 199
Investment earnings 13,423

Total additions 30,522

DEDUCTIONS
Benefits paid 21,674

Total deductions 21.674
Change in net assets 8,848
Net assets — beginning (as restated) 441,136
Net Assets — ending $ 449,984

The notes to the financial statements are an integral part of this statement.
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Central Yavapal Fire District
NOTES TO FINANCIAL STATEMENTS
June 30, 2011

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The accounting policies of the Central Yavapai Fire District (the District) conform to U.S. generally accepted accounting
principles applicable to governmental units adopted by the Governmental Accounting Standards Board (GASB). A
summary of the District's more significant accounting policies follows:

A. Reporting Entity

The District, established in 1965 pursuant to Arizona Revised Statute Title 48, is a special purpose local government
that is governed by an elected governing body, a legally separate entity, and is fiscally independent of other state and
local governments. As required under generally accepted accounting principles, these financial statements present the
activities of the District (a primary government) and its component units. Component units are legally separate entities
for which the District is considered to be financially accountable. Blended component units, although legally separate
entities, are in substance part of the District's operations. The District has no discretely presented or blended
component units.

B. Government-wide and fund financial statements

The government-wide financial statements (i.e. the statement of net assets and the statement of activities) report the
information on all of the nonfiduciary activities of the primary government and its component units. Governmental
activities, which normally are supported by taxes and intergovernmental revenues, are reported separately from the
business-type activities, which rely to a significant extent on fees and charges for support.

The statement of activities demonstrates the degree to which the direct expenses of a given function or segment 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 (e.g. special assessments). Taxes
and other revenues not included among program revenues are reported instead as general revenues.

Government Accounting Standards Board Statement No. 54

For the fiscal year ended June 30, 2011, the District implemented Government Accounting Standards Board Statement
No. 54 (GASB 54), "Fund Balance Reporting and Governmental Fund Type Definitions." The requirements of this
statement are effective for financial statement periods beginning after June 15, 2010.

GASB 54 enhances the usefulness of fund balance information by providing clearer fund balance classifications that
comprise a hierarchy based primarily on the extent to which a government is bound to observe constraints imposed
upon the use of the resources reported in governmental funds. These classifications are described in the Fund Equity
Section of this footnote.

C. Measurement focus, basis of accounting, and financial statement presentation

The government-wide financial statements are reported using the economic resources measurement focus and the
accrual basis of accounting, as are the fiduciary fund financial statements. Revenues are recorded when earned and
expenses are recorded when a liability is incurred, regardless of the timing of related cash flows. Special assessments
are recognized as revenues in the year for which the related capital projects are substantially complete. Grants and
similar items are recognized as revenue as soon as all eligibility requirements imposed by the provider have been met.
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Central Yavapai Fire District
NOTES TO FINANCIAL STATEMENTS
June 30, 2011

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 both 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, as well as expenditures related to
compensated absences and claims and judgments, are recorded only when payment is due.

User fees, licenses, and interest associated with the current fiscal period are all considered to be susceptible to
accrual, and thus, have been recognized as revenues in the current fiscal period. All other revenue items are
considered to be measurable and available only when cash is received by the District.

The District reports the following major governmental funds:

The General Fund is the District's primary operating fund. it accounts for all financial resources of the general
government, except those required to be accounted for in another fund.

The Capital Project Fund is used to account for board designated monies transferred from the General Fund and
expended for the construction of buildings and improvements as well as for the acquisition of apparatus and major
equipment for use by the District.
The Bond Capital Project Fund is used to account for bond proceeds received, restricted to, and expended for, the
acquisition of land, construction of buildings and improvements as well as for the purchase of apparatus and major
equipment for use by the District.

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

Additionally, the District reports the following fund type:

Fiduciary Fund - Pension Trust Fund accounts for assets held by the District on behalf of others and includes the
Volunteer Firefighter Pension Trust Fund monies.

As a general rule, the effect of interfund activity has been eliminated from the government-wide financial statements.
Amounts reported as program revenues include 1) charges to customers or applicants for goods, services, or
privileges provided, 2) operating grants and contributions, and 3) capital grants and contributions, including special
assessments. Internally dedicated resources are reported as general revenues rather than as program revenues.
Likewise, general revenues include all taxes.

When both restricted and unrestricted resources are available for use, it is the District's policy to use restricted
resources first, then unrestricted resources as they are needed.

D. Cash and investments

The District's cash and cash equivalents are considered to be cash on hand, demand deposits, and short-term
investments with original maturities of three months or less from the date of acquisition.
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Central Yavapai Fire District
NOTES TO FINANCIAL STATEMENTS
June 30, 2011

Arizona Revised Statutes authorize special districts to invest public monies in the Arizona State Treasurer's local
government investment pool, interest bearing savings accounts, certificates of deposit, United States Treasury Bills,
Notes or Bonds which have a maturity date of not more than one year, and in accounts of any savings and loan
associations insured by an agency of the government of the Unites States, up to the amount of such insurance or
pledged collateral.

E. Receivables and payables

Activity between funds that are representative of lending/borrowing arrangements outstanding at the end of the fiscal
year are referred to as "advances to/from other funds".

All program service receivables are shown net of an allowances for uncollectable amounts. However, at June 30,
2011, no allowance was made for uncollectable receivables as management expects all receivables to be fully
collectable.

The District levies real property taxes on or before the third Monday in August. Such levies, collected by Yavapai
County, become due and payable in two equal instaliments; the first is due on the first day of October and the second
is due on the first day of March in the subsequent year. There is no allowance for uncollectibles on taxes receivables
as the District has a subordinated lien on all properties subject to the tax.

In July 2009, the State of Arizona finalized Senate Bill 1421 (during the 2009 Legislative Session) which created a tax
levy limitation for fire districts based. This limitation, which is based on the fiscal year July 1, 2008 through June 30,
2009, restricts the levy increase to 8% per year, in the aggregate from the base year, plus any annexations which
occur during the year.

F. Prepaid items

Certain payments to vendors reflect costs applicable to future periods and are recorded as prepaid items in both the
government-wide and fund financial statements.

G. Restricted assets

Certain proceeds of the District's long-term debt, as well as certain resources set aside for their repayment, are
classified as restricted assets on the balance sheet because they are maintained in separate bank accounts and their
use is limited by applicable debt covenants.

H. Bond Premium and Issuance Costs

In the government-wide financial statements, long-term obligations are reported as liabilities in the applicable
governmental activities. Bond premiums, as well as issuance costs, are deferred and amortized over the life of the
bonds using the effective interest method. Amortization expense for the bond issuance costs in the current year was
$15,978, while the bond premium amortized in the current year was $55,106.

In the fund financial statements, governmental fund types recognize bond premiums and bond issuance costs during
the current period. The face amount of the debt issues is reported as other financing sources. Premiums received on
debt issuance costs are reported as other financing sources. Issuance costs, whether or not withheld from the actual
debt proceeds received, are reported as expenditures.
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Central Yavapali Fire District
NOTES TO FINANCIAL STATEMENTS
June 30, 2011

I. Capital assets

The District's capital assets, which include land, buildings and related improvements, furniture, vehicles, equipment,
and construction in progress are reported in the government-wide financial statements. Capital assets are defined by
the District as assets with an initial, individual cost greater than the established threshold and an estimated useful life
in excess of one year.

Property, plant, and equipment of the District is depreciated using the straight line method over the following
estimated useful lives:

Type of asset Threshold Years
Buildings $5,000 35-40
Improvements, other than building $5,000 35 -40
Furniture, vehicles and equipment $5,000 3-25

J. Compensated absences

Compensated absences are accrued and reported as liabilities in the government-wide financial statements.
Governmental funds report only the current portion of compensated absences payable as a result of employee
termination, resignation or retirement.

K. 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 assets and balance sheet.

L. Fund equity

In the fund financial statements, governmental funds report fund balance as nonspendable, restricted, committed,
assigned or unassigned based primarily on the extent to which the District is bound to honor constraints on how
specific amounts can be spent.

Nonspendable fund balance - amounts that cannot be spent because they are either (a) not spendable in form or
(b) legally or contractually required to be maintained intact.

Restricted fund balance - amounts with constraints placed on their use that are either (a) externally imposed by
creditors, grantors, contributors, or laws or regulations of other governments; or (b) imposed by law through
constitutional provisions or enabling legislation.

Committed fund balance - amounts that can only be used for specific purposes determined by formal action of the
District's decision making authority (the governing Board) and that remain binding unless removed in the same
manner. The underlying action that imposed the limitation needs to occur no later than the close of the reporting
period.

Assigned fund balance - amounts that are constrained by the District' intent to be used for specific purposes.
The intent can be established at either the highest level of decision making, or an official designated for that
purpose.

Unassigned fund balance - the residual classification for the District's General Fund that includes amounts not
contained in other classifications.
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Central Yavapai Fire District
NOTES TO FINANCIAL STATEMENTS
June 30, 2011

M. Deferred Revenue

Governmental funds report deferred revenue in connection with receivables for revenues that are not considered to be
available to liquidate liabilities of the current period; the period of availability for the District is 60 days. Governmental
funds also defer revenue recognition in connection with resources that have been received, but not yet earned.

N. Intergovernmental grants and aid

Monies received from other government agencies in the form of grants or aid based on an entitlement period are
recorded as intergovernmental receivables and revenues when entitlement occurs. Reimbursement grants are
recorded as intergovernmental receivables and revenues when the related expenditures are incurred.

0. Use of estimates

The preparation of financial statements in accordance with generally accepted accounting principles requires
management to make estimates that affect amounts reported in the financial statements during the reporting period.
Actual amounts may differ from such estimates.

P. Budgetary accounting

The District is required, under Arizona Revised Statutes, to adopt a budget each fiscal year and to submit it to the
county board of supervisors no later than the first day of August each year. The adopted budget is on the modified
accrual basis of accounting, which a the legally acceptable basis for budgetary purposes.

All annual appropriations lapse at fiscal year end. The District is subject to expenditure limitations under Arizona
Revised Statutes. This law does not permit the District to incur unsecured debt in excess of property taxes levied and
to be collected plus available and unencumbered cash. The limitation is applied to the total of the combined funds.

NOTE 2 - CASH AND INVESTMENTS

Arizona Revised Statutes require all monies to be levied by the District to be collected and held by the Yavapai County
Treasurer's Office and pooled with other local governments for investment. Monies received by the District as part of
services, contributions or from the issuance of long-term debt are also deposited with the Yavapai County Treasurer.

Credit Risk. State law generally limits local government deposits and investments to the Yavapai County Treasurer's Local
Government Investment Pool (LGIP); interest bearing savings accounts, certificates of deposit; United States Treasury
Bills, notes or bonds which have a maturity date of not more than one year and in accounts of any savings and loan
associations insured by an agency of the government of the Unites States, up to the amount of such insurance or pledged
collateral. The Yavapai County Treasurer's Investment Pool (YCTIP) is an external investment pool with no regulatory
oversight. The YCTIP is not registered, nor is required to register, with the Securities and Exchange Commission. As of
June 30, 2011, the YCTIP had not received a credit quality rating from a national rating agency.

Custodial Credit Risk - Deposits. The District's investment in the Yavapai County Treasurer's investment pool represents
a proportionate interest in the pool's portfolio; however, the District's allocation is not identified with any specific
investments and is not subject to custodial credit risk.

Cash and cash equivalents — As of June 30, 2011, all of the District's cash and cash equivalents were deposited in the
Yavapai County Treasurer's Local Government Investment Pool; the carrying amount of cash in their governmental funds
was $12,990,929; the carrying amount of cash in the District's fiduciary fund was $14,244.
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Central Yavapai Fire District
NOTES TO FINANCIAL STATEMENTS
June 30, 2011

Investments — The District's investments as of June 30, 2011 were as follows:

Rating Agency Maturities Fair Value
Yavapai County Treasurer's Investment Pool N/A N/A < 1 year $ 4,312,460
Oppenheimer U.S. Governments Bond Fund Unknown < 1year 435,740
§___4.748200

The District does not have a formal investment policy with respect to credit risk, custodial credit risk, concentration of
credit risk, or interest rate risk for deposits and investments.

NOTE 3 - RECEIVABLES

Receivables as of June 30, 2011, including the applicable allowances for uncollectable accounts, are as follows:

General Debt
Fund Service Total
Property taxes $ 610,114 § 67,346 677,460
Program services 578.593 - 578,593
Gross receivables 1,188,707 67,346 1,256,053
Less: allowance for uncollectibles - - -
Net total receivables [ 1,188,707 § 67,346 $ 1,256,053

NOTE 4 - DEFERRED REVENUE

Governmental funds report deferred revenue in connection with receivables for revenues that are not considered to be
available to liquidate liabilities of the current period. Governmental funds also defer revenue recognition in connection with
resources that have been received, but not yet earned. As of June 30, 2011, deferred revenue consisted of the following:

General Debt
Fund Service Total
Deferred revenues (not received within 60 days) $ 1,010,506 $ 49,159 § 1,059,665
Unearned revenue - - .
Total deferred/unearned revenues $ 1,010,506 $ 49,159 $ 1,059,665
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NOTE 5 - CAPITAL ASSETS

Central Yavapai Fire District

NOTES TO FINANCIAL STATEMENTS

June 30, 2011

Capital asset activity for the year ended June 30, 2011 was as follows:

Governmental Activities:
Land, not depreciated

Construction in progress, not depreciated

Buildings and improvements

Fumiture, vehicles and equipment

Total capital assets

Less accumulated depreciation for:

Buildings and improvements

Fumiture, vehicles and equipment
Total accumulated depreciation

Total capital assets, net

Beginning Ending

Balance Increases Reclass Decreases Balance
$ 2,782,246 $ - $ - $ - $ 2,782,246
1,376,642 1,222,998 - (934,560) 1,665,080
8,931,223 1,669,359 1,929,136 105,194 12,634,912
10,210,786 336.684 (1,929.136) - 8.618.334
23,300,897 3,229.041 - (829.366) 25,700,572
(1,768,660) (281,214) (616,269) - (2,666,143)
(3,766,990) (438.846) 616,269 584.085 (3,005,482)

(5.535,650) (720,060)

584,085 (5.671.625)

§_ 17766247 § 2508981 § - § (245281) § 20028947

Certain reclassifications were made during the year ended June 30, 2011 as part of identifying assets for depreciation in

aggregation as they are integral to buildings and facilities. Depreciation expense for the period was $720,060; all
depreciation was expensed to the public safety function.

NOTE 6 - LONG-TERM DEBT

Changes in long-term debt for the year ended June 30, 2011 was as follows:

Governmental Activities:

General Obligation Bonds
Series A (2005)

General Obligation Bonds
Series B (2008)

Premiums/deferred charges:
Premium on issuance, net
Deferred charges, net

Total bonds payable

Compensated absences
Total long-term liabilities

Beginning Ending Due Within
Balance Additions Reductions Balance One Year
$ 9,260,000 - $ (475,000) $ 8,785,000 $ 500,000
$ 5,775,000 - $ (175,000) $ 5,600,000 $ 235,000
449,652 - (55,106) 394,546 -
(191,758) - 15,978 (175,780) -
15,292,894 - (689,128) 14,603,766 735,000
758,846 347.819 - 1,106,665 -

$§ 16051740 $§ 3478190 § _ (689.128) § 15710431 $ 735000
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Central Yavapai Fire District
NOTES TO FINANCIAL STATEMENTS
June 30, 2011

A. General Obligation Bonds

Series A (2005): The District, pursuant to a special bond election, received voter approval to issue up to $17,220,000
in general obligation debt to construct a training facility, construct and improve fire stations and purchase apparatus.
The Series 2005A General Obligation Bonds were issued by the District in the aggregate amount of $11,215,000;
interest rates from 2.25% to 4.30%; maturing August 1, 2005 through August 1, 2024; principal outstanding at June 30,
2011 totaled $8,785,000.

Series B (2008): The District issued an additional $6,005,000 in general obligation bonds to continue construction on
the training facility, construct and improve additional fire stations and purchase apparatus. The Series 2008B General
Obligation Bonds carry interest rates from 2.00% to 4.40%; maturing July 1, 2009 through July 1, 2028; principle
outstanding at June 30, 2011 totaled $5,600,000

Annual debt service requirements to maturity on the general obligation bonds as of June 30, 2011, are as follows:

Governmental Activities

Year ended June 30, Principal Interest
2012 $ 735,000 $ 686,663
2013 765,000 653,513
2014 805,000 620,113
2015 840,000 582,513
2016 880,000 515,663
2017 — 2021 5,045,000 1,926,995
2022 -2026 4,435,000 697,734
2027 — 2029 880,000 59.850
Total $ 14,385,000 $§ 5,743,044

B. Compensated absences

All full-time employees of the District are allotted vacation leave on their anniversary date based on the amount stated
in policy determined by their years of service. Upon separation from the District, accrued vacation is paid out based
on the District's policy.

Additionally, full-time employees receive an allotment of sick leave hours monthly, to be used throughout the year. Any
unused allotments are accrued and carried forward to subsequent years. Upon separation from the District, accrued
sick leave is paid out according to the District's policy which requires ten years of service and over eighty-nine days of
accrued sick leave.

NOTE 7 - COMMITTMENTS OF FUND BALANCE

The District has adopted a policy whereby it will transfer a portion of cash held in the general fund, which is available and
unencumbered at year end, to the capital projects fund to provide for future planned acquisitions of apparatus, vehicles,
buildings and improvements. Such transfers are not restricted by statute and can be transferred back to the general fund if
needed.
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NOTE 8 — INTERFUND TRANSFERS

Capital
General Projects
Fund Fund Total
Transfers in $ - $ 3,227,413 § 3,227,413
Transfers out 3.227.413 - 3.227.413

$ 3227413 § 3227413 § -

NOTE 9 - COMMITMENTS AND CONTINGENCIES
A. Inter-governmental agreements and indemnifications

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.

B. Risk management

The District is contingently liable for claims and judgments resulting from lawsuits incidental to normal operations. In
the opinion of the District's management, adverse decisions that might result, to the extent not covered by insurance,
would not have a material effect on the financial statements. No provision has been made in the financial statements
for possible losses of this nature.

NOTE 10 — EMPLOYEE RETIREMENT SYSTEMS AND POST EMPLOYMENT PLANS

The District contributes to multiple plans as described below. Benefits related to deferred compensation plans as
described under section C are based on contributions to the plan. For non - public safety personnel participating in the
Arizona State Retirement System and public safety personnel participating in the Public Safety Personnel Retirement
System, state statute regulates retirement, death, long-term disability, and survivor insurance premium benefits.

A. Arizona State Retirement System

Plan Description: The Arizona State Retirement System (ASRS) administers a cost-sharing multiple-employer defined
benefit pension plan that covers general employees of the District. The ASRS is governed by the Arizona State
Retirement System Board according to the provisions of ARS Title 28, Chapter 5, Article 2.

Funding Policy: For the year ended June 30, 2011, active ASRS members and the District were each required by
statute to contribute at the actuarially determined rate of 9.85 percent (9.6 percent retirement and 0.25 percent
long-term disability) of the members' annual covered payroll. The District's contributions to ASRS for the years ended
June 30, 2011, 2010 and 2009 were $98,264, $83,423 and $66,117, respectively, which were equal to the required
contributions for the year.

The plan issues a publicly available financial report that includes its financial statements and required supplementary
information. Reports may be obtained by writing or calling: Arizona State Retirement System, 3300 N. Central Avenue,
Phoenix, Arizona 85012, (602) 240-2000.
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B. Public Safety Personnel Retirement System

Plan Description: The Public Safety Personnel Retirement System (PSPRS) is an agent multiple-employer defined
benefit pension plan that covers public safety personnel who are regularly assigned to hazardous duty as employees
of the State of Arizona or one of its political subdivisions. The PSPRS, acting as a common investment and
administrative agent, is governed by a five member board, known as the Fund Manager, and 162 local boards,
according to the provisions of ARS Title 38, Chapter 5, Article 4. Reports may be obtained by writing or calling: Public
Safety Personnel Retirement System, 3010 E. Camelback Road #200, Phoenix, Arizona 85016, (602) 255-5575.

Funding Policy: For the year ended June 30, 2011, PSPRS members were required by statute to contribute 7.65% of
their annual covered compensation, and the District was required to contribute at the actuarially determined rate of
19.14%.

Contributions from other entities: Proceeds from the annual tax collected by the State of Arizona on fire insurance
premiums are contributed to PSPRS and reallocated to participants based on actuarial estimates. For the year ended
June 30, 2010 (current year is not available), the amount credited to the District's plan, and included in the annual
pension cost as described below, totaled $140,763

Annuali Pension Cost: For the year ended June 30, 2011, the District's annual pension cost of $786,834 for PSPRS
was equal to the District's required contribution and actual amount contributed. The District's actuarial assumptions for
the pension fire personnel for the year ended June 30, 2010, the most recent available actuarial valuation, and related
information follow.

Contribution rates

Plan members 7.65 %
District 19.14 %
Actuarial cost method Projected Unit Cost
Investment rate of return 8.50 %
Projected salary increases * 550%-85%
* Includes inflation at 5.50 %
Amortization method Level percent-of-pay closed
Remaining amortization period 26 years for unfunded actuarial accrued

liability, 20 years for excess

Asset valuation method Smoothed market value

Three vear trend information for PSPRS: The information for the agent plan was obtained from the three most recent
actuarial valuations.

Percentage of

Year ended APC Net pension
June 30, APC Contributed Obligation
2010 $ 1,060,830 100% $ -
2009 1,284,774 100% -
2008 817,641 100% -
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Funding progress: The information for the analysis of funding progress was obtained from the three most recent
actuarial valuations.

Unfunded
Liability
Actuarial as Percentage
Valuation date Actuarial Value Accrued Funding Liability Funded Annual Covered of

June 30, of Plan Assets Liability (Excess) Ratio Payroll Covered Payroli

2010 $ 20377774 $ 27,641,254 $ 7,263,480 74% % 5,349,854 136%

2009 18,700,854 26,333,833 7,632,979 71% 5,545,571 138%

2008 16,413,811 23,775,517 7,361,706 69% 5,405,064 136%

Funding progress (post-retirement health insurance subsidy only): The information for the analysis of funding progress

was obtained from the three most recent actuarial valuations.

Actuarial UAAL as
Valuation date Actuarial Value Accrued Funding Liability Funded Annual Covered % of
June 30, of Plan Assets Liability (UAAL) Ratio Payroll Covered Payroll
2010 $ - $ 700,186 $ 700,186 - % $ 5,349,854 13%
2009 - 659,032 $ 659,032 - % 5,545,571 12%
2008 - 718,799 718,799 - % 5,405,064 13%

in accordance with GASB 45, assets within the PSPRS plan are not segregated to fund the post-retirement health
insurance subsidy. Accordingly, these benefits may not be considered pre-funded. These liabilities are based on the
same assumptions and actuarial costs methods as indicated for the plan. The District's health insurance subsidy
payment reported for the fiscal year ending June 30, 2010 was $22,585.

C. Deferred compensation and post employment health plans

The District has established a defined contribution deferred compensation plan under Internal Revenue Code 401(a)
for employees who have elected to participate in the Arizona Public Safety Personnel Deferred Retirement Option Plan
(DROP) in order to provide for supplementary retirement benefits. Furthermore, the District established a second
401(a) plan to provide qualified employees (those who have been with the District at least four years, and elect to
participate within twenty-four months of their eligibility date) access to an optional qualified retirement plan. This
optional plan requires employee contributions of at least one percent of gross compensation. Contributions to the plans
are administered by a third-party, Nationwide Retirement Solutions (Nationwide). For the year ended June 30, 2011,
the DROP plan had five participants with contributions to the plan by the District totaling $119,720.

The District has also established two additional deferred compensation plans under Internal Revenue Code 457(a) for
all employees in order to provide for post employment health benefits and deferred compensation. Contributions to the
plan are administered by a third-party, Nationwide Retirement Solutions (Nationwide). For the year ended June 30,
2011, contributions totaled $64,188.

In accordance with GASB Statement No. 32, the District provides neither administrative services nor investment
advice. Consequently, no fiduciary relationship exists between the District and the compensation plan. Therefore, plan
assets, for either of the aforementioned plans, are not included as a fund of the District.

D. Volunteer Firefighters' Pension and Relief Fund

The District, under Arizona Revised Statute §9-981, has established a Volunteer Firefighters' Pension and Relief
Fund, a defined benefit plan. All reserve firefighters of the District participate in the plan. Participants of the plan are
eligible to receive the full benefit of $350 per month until death upon reaching 55 years of age and after 25 years of
service.
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Central Yavapai Fire District

BUDGETARY COMPARISON SCHEDULE - GENERAL FUND

Year Ended June 30, 2011

REVENUES:

Property taxes

Fire district assistance taxes

Rents

Maintenance agreements

Charges for services

Interest income

Other revenue

Intergovernmental

Licenses, permits and other fees
Total revenues

EXPENDITURES:
Current:
Salaries, benefits and related
Operations, services, utilities, supplies, other
Revenue Stabilization
Capital outlay
Total expenditures
Excess (deficiency) of revenues over expenditures

OTHER FINANCING SOURCES/(USES)
Transfers in/(out)
Proceeds from long-term debt

Total other financing sources/(uses)

Net change in fund balances
Fund balance — beginning
Fund balance — ending

Variance with

Budgeted Amounts Final Budget
Actual Positive

Original Final Amounts (Negative)
$ 13,409,077 $ 13,409,077 $ 13,327,259 $ (81,818)
300,000 300,000 298,619 (1,381)
27,500 27,500 33,414 5,914
41,050 41,050 81,671 40,621
100,000 100,000 380,697 280,697
5,000 5,000 21,261 16,261
12,000 12,000 23,387 11,387
389,240 389,240 259,702 (129,538)
10.300 10.300 14,636 4,336
14,294,167 14,294,167 14,440,646 146,479
10,005,676 10,005,676 9,162,344 843,332
2,443,586 2,443,586 1,994,748 448,838
2,665,695 2,665,695 - 2,665,695
879,210 879.210 541.181 338.029
15.994.167 15.994.167 11.698.273 4,295,894
(1,700.000) (1.700.000) 2,742,373 4,442 373
: - (3,227,413)  (3,227,413)
- - (3,227.413) (3,227.413)
(1.700,000) (1.700.000) (485.,040) 1,21 4,960

4,749,737 4,749,737 4,749,737

MQLLAMQ&&QA&&

The accompanying notes are an integral part of this schedule.
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NOTE A - Budgetary basis of accounting

The District prepares its annual budget on the modified accrual basis of accounting, which is consistent with generally
accepted accounting principles. A budgetary comparison schedule for the General Fund is included as required
supplementary information to provide meaningful comparison of actual results to budget on a budget basis.
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INDEPENDENT AUDITORS' COMMUNICATION TO
THOSE CHARGED WITH GOVERNANCE

To the Governing Board of
Central Yavapai Fire District
Prescott Valley, Arizona

We have audited the basic financial statements of Central Yavapai Fire District (the District) as of and for
the year ended June 30, 2011, and expect to release our report thereon on or after November 8, 2011.
Professional standards require that we advise you of the following matters relating to our audit.

OUR RESPONSIBILITIES UNDER GENERALLY ACCEPTED AUDITING STANDARDS

As communicated in our engagement letter dated June 1, 2011, our responsibility, as described by
professional standards, is to form and express an opinion about whether the financial statements that
have been prepared by management with your oversight are presented fairly, in all material respects, in
conformity with accounting principles generally accepted in the United States of America (and when
applicable, Government Auditing Standards). Our audit of the financial statements does not relieve you or
management of your respective responsibilities.

Our responsibility, as prescribed by professional standards, is to plan and perform our audit to obtain
reasonable, rather than absolute, assurance about whether the financial statements are free of material
misstatement. An audit of financial statements includes consideration of internal control over financial
reporting as a basis for designing audit procedures that are appropriate in the circumstances, but not for
the purpose of expressing an opinion on the effectiveness of the entity’s internal control over financial
reporting. Accordingly, as part of our audit, we considered the internal control of the District solely for the
purpose of determining our audit procedures and not to provide any assurance conceming such internal
control.

We are also responsible for communicating significant matters related to the audit that are, in our
professional judgment, relevant to your responsibilities in overseeing the financial reporting process.
However, we are not required to design procedures for the purpose of identifying other matters to
communicate to you.

14301 North 87th Street, Suite 216 | Scottsdale, Arizona 85260
Phone: (602) 903-3720 | Fax: (602)535-3900 | www.assuranceprospc.com



OTHER INFORMATION IN DOCUMENTS CONTAINING AUDITED FINANCIAL STATEMENTS

Pursuant to professional standards, our responsibility as auditors for other information in documents
containing the District's audited financial statements does not extend beyond the financial information
identified in the audit report, and we are not required to perform any procedures to corroborate such other
information. However, as we are not aware of any other documents containing the District's audited
financial statements, we have not performed any additional procedures in accordance with such
standards.

Our responsibility also includes communicating to you any information which we believe is a material
misstatement of fact. Nothing came to our attention that caused us to believe that such information, or its
manner of presentation, is materially inconsistent with the information, or manner of its presentation,
appearing in the financial statements.

PLANNED SCOPE AND TIMING OF THE AUDIT

We conducted our audit in a manner consistent with the planned scope and timing we previously
communicated to you in our engagement letter.

QUALITATIVE ASPECTS OF THE ENTITY'S SIGNIFICANT ACCOUNTING PRACTICES
Significant Accounting Policies

Management has the responsibility to select and use appropriate accounting policies. A summary of the
significant accounting policies adopted by the District is included in Note 1 to the financial statements.
There have been no changes in significant accounting policies or their application during the year ended
June 30, 2011. No matters have come to our attention that would require us, under professional
standards, to inform you about (1) the methods used to account for significant unusual transactions and
(2) the effect of significant accounting policies in controversial or emerging areas for which there is a lack
of authoritative guidance or consensus.

Significant Accounting Estimates

Accounting estimates are an integral part of the financial statements prepared by management and are
based on management's current judgments. Those judgments are normally based on knowledge and
experience about past and current events and assumptions about future events. Certain accounting
estimates are particularly sensitive because of their significance to the financial statements and because
of the possibility that future events affecting them may differ significantly from management's current
judgments. The most sensitive accounting estimates affecting the financial statements are:

. Management's estimate of depreciation based on the estimated useful lives of capital assets, and

. Management's estimate of the amortization of deferred charges and the premium on the issuance
of the Series A (2005) and Series B (2008) General Obligation Bonds.

We evaluated the key factors and assumptions used to develop, and performed analytical procedures
over, the estimates and determined that they are reasonable in relation to the basic financial statements
as a whole.



Financial Statement Disclosures

Certain financial statement disclosures involve significant judgment and are particularly sensitive because
of their significance to financial statement users. The most sensitive disclosures affecting the District's
financial statements relate to (i) capital assets, (ii) long-term debt and (iii) subsequent events.

Significant Difficulties Encountered during the Audit

We encountered no significant difficulties in dealing with management relating to the performance of the
audit. However, we would like to identify minor difficulties encountered in the planning of our audit.
Specifically, the lack of accounting records consistent with the fund accounting principles required for
governmental reporting.

While the District is a governmental entity, which utilizes fund accounting for external financial reporting,
internal accounting records are not maintained by individual funds. The District currently has four major
funds; the General Fund, the Capital Projects Reserve Fund, the Capital Project Bond Fund and the Debt
Service Fund. These funds are maintained in fwo general ledgers.

Uncorrected and Corrected Misstatements

For purposes of this communication, professional standards require us to accumulate all known and likely
misstatements identified during the audit, other than those that we believe are trivial, and communicate
them to the appropriate level of management. However, we did not identify any uncorrected financial
statement misstatements whose effects, as determined by management, are immaterial, both individually
and in the aggregate, to the financial statements taken as a whole.

In addition, professional standards require us to communicate to you all material, cormected
misstatements and adjusting entries that were brought to the attention of management or made by us as
a result of our audit procedures and preparation of the financial statements. As part of our audit we
converted the accounting records from cash basis to modified accrual at the governmental fund statement
level, and from modified accrual to full accrual at the government-wide level. These entries are available
from management for your review.

Disagreement with Management

For purposes of this letter, professional standards define a disagreement with management as a matter,
whether or not resolved to our satisfaction, concerning a financial accounting, reporting, or auditing
matter, which could be significant to the District's financial statements or the auditor's report. No such
disagreements arose during the course of the audit.

Representations Requested from Management

We have requested certain written representations from management, which were are expected to be
provided in the letter from management dated October 31, 2011.

Management’s Consultations with Other Accountants

In some cases, management may decide to consuilt with other accountants about auditing, accounting
and financial reporting matters. Based on management's representations, and consistent with our
understanding of the District's activities, there were no such consultations with other accountants
regarding auditing, accounting and financial reporting matters.



Other Significant Findings or issues

In the normal course of our professional association with the District, we generally discuss a variety of
matters, including the application of accounting principles and auditing standards, operating and
regulatory conditions affecting the District, and operational plans and strategies that may affect the risks
of material misstatement. None of the matters discussed resulted in a condition to, or required agreement
as part of, our retention as the entity’s auditors.

This report is intended solely for the information and use of the Board of Directors, Management, Yavapai
County and the State of Arizona and is and is not intended to be, and should not be, used by anyone
other than these specified parties.

Assuronce /Ea,o\)&,&sx orols "Y.C.

October 31, 2011
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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

To the Board of Directors of
Central Yavapai Fire District
Prescott Valley, Arizona

We have audited the financial statements of Central Yavapai Fire District (the District) as of, and for the
year ended, June 30, 2011, and have issued our report thereon dated October 31, 2011. We conducted
our audit in accordance with generally accepted auditing standards established by the Auditing
Standards Board (United States) and the standards for financial audits contained in Government
Auditing Standards, issued by the Comptroller General of the United States.

INTERNAL CONTROL OVER FINANCIAL REPORTING

Management of Central Yavapai Fire District is responsible for establishing and maintaining effective
internal control over financial reportins. In planning and performing our audit of the financial
statements of Central Yavapai Fire District as of and for the year ended June 30, 2011, in accordance
with auditing standards generally accepted in the United States of America, we considered Central
Yavapai Fire Districts internal control over financial reporting as a basis for designing our auditing
procedures for the purpose of expressing our opinion on the financial statements, but not for the
purpose of expressing an opinion on the effectiveness of the District’s internal control. Accordingly, we
do not express an opinion on the effectiveness of the 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 misstatements on a timely basis. A material weakness is a deficiency, or combination of control
deficiencies, that adversely affects the entity’s ability to initiate, authorize, record, process, or report
financial data reliably in accordance with generally accepted accounting principles such that there is a
reasonable possibility that a material misstatement of the entity’s financial statements will not be
prevented or detected by the entity’s internal control.

143041 North 87th Street, Suite 216 | Scottsdale, Arizona 85260
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Our consideration of internal control was for the limited purpose described in the first paragraph and
was not designed to identify all deficiencies in internal control that might be deficiencies, significant
deficiencies or material weaknesses. We did not identify any deficiencies in internal control that we
consider to be material weaknesses, as defined above.

COMPLIANCE AND OTHER MATTERS

As part of obtaining reasonable assurance about whether Central Yavapai Fire District’s financial
statements are free of 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 determination of financial statement amounts. 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 noncompliance or
other matters that are required to be reported under Government Auditing Standards.

This report is intended solely for the information and use of the Governing Board, Management, Yavapai
County and the State of Arizona and is not intended to be, and should not be, used by anyone other
than these specified parties.

)A’%MOA'CL %\7&&9 o-Nsz\/Q C.

October 31, 2011
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Agenda Item 7-F November 21, 2011

TO: Fire Board
FROM: Assistant Chief of Administration Dalton
DATE: November 9, 2011

SUBJECT: APPROVE CONSENT AND WAIVER FOR YAVAPAI REGIONAL
MEDICAL CENTER FOR BASE HOSPITAL AGREEMENT

We are in the process of updating our Yavapai Regional Medical Center
(YRMC) Base Hospital Agreement. The original agreement was drafted by the
City of Prescott many years ago and we are finding that we have proposed
modifications to the agreement. We are planning on meeting with YRMC to
discuss our proposed changes, and then we will forward those suggestions to
Bill Whittington for inclusion in the new agreement.

Because the law firm of Boyle, Pecharich, Cline, Whittington and Stallings,
P.L.L.C. also represents YRMC, we will need the Fire Board to approve a
Consent and Waiver prior to beginning the legal review process. The Consent
and Waiver will be available at the Board meeting your review and approval.

We anticipate having the new draft Base Hospital Agreement to the Fire Board
for review at the December Board meeting.

If you have any questions, please call me or Chief Nies at 772-7711.




Agenda Item 7-6 November 21, 2011

TO: Fire Board
FROM: Assistant Chief of Administration Dalton
DATE: November 16, 2011

SUBJECT: APPROVE PURCHASE OF RACK EQUIPMENT FOR
WAREHOUSE

We will be completing the new warehouse in December. The District is
responsible for the purchase of all the interior furnishings, such as desks,
appliances, workbenches, and storage racking. We have budgeted $50,000 for
the purchase of the warehouse and Class A residential burn building equipment
and furnishings. In researching the cost for new warehouse pallet racking with
wire shelving, it appears that it will cost between $32,000 and $42,563.
Therefore, we would like to request the Board’s permission to purchase used
pallet racks. We have seen several different options on federal and state
government surplus equipment sites, auction sites, and on websites such as
Craigslist. These have ranged in price from $16,000 to $25,693 including
shipping costs. We are requesting permission from the Board to purchase the
warehouse pallet racks in an amount not to exceed $25,000.

If you have any questions, please call me or Chief Nies at 772-7711.




Agenda Item 8-A November 21, 2011

TO: Fire Board
FROM: Chief Nies
DATE: November 9, 2011

SUBJECT: VOTE TO GO INTO EXECUTIVE SESSION
LEGAL ADVICE PURSUANT TO A.R.S. §38-431.03(A)(3) AND
INSTRUCTION TO DISTRICT LEGAL COUNSEL PURSUANT TO
A.R.S. §38-431.03(A)(4) REGARDING:
TRAINING CENTER DRAINAGE

We have placed this item on the agenda so that the Board may go into
Executive Session for legal advice regarding the Training Center / Ace property
drainage and soil erosion issues.

If you have any questions, please call me or Assistant Chief of Administration
Dalton at 772-7711.




Agenda Item 9-A November 21, 2011

TO: Fire Board
FROM: Chief Nies
DATE: November 9, 2011

SUBJECT: TRAINING CENTER DRAINAGE

This item is placed on the agenda so that the Board may take any action it
deems appropriate in regards to the Training Center / Ace drainage issue.

If you have any questions, please call me or Assistant Chief of Administration
Dalton at 772-7711.




Agenda Item 9-B November 21, 2011

TO: Fire Board
FROM: Assistant Chief of Administration Dalton
DATE: November 9, 2011

SUBJECT: APPROVE INTERGOVERNMENTAL AGREEMENT FOR USE OF
TECHNICAL SERVICES / COMMUNICATIONS TECHNICIAN
WITH CHINO VALLEY POLICE DEPARTMENT

The Fire Board approved a Technical Services / Communications Technician
IGA with the Chino Valley Police Department on June 13, 2011. It was then sent
to the Town of Chino Valley for their approval. The Town’s attorney had some
concerns with the benefit language, policy manual compliance language,
workers’ compensation, and miscellaneous editorial corrections. Modifications
were made to the agreement, and it now meets the approval of CYFD’s attorney
as well as the Chino Valley attorney.

Attached is a copy of the redlined and final version of the IGA for your review
and possible approval.

If you have any questions, please call me or Chief Nies at 772-7711.




ROBERT S. PECHARICH
BARRY B. CLINE

WILLIAM R. WHITTINGTON
JOHN C. STALLINGS
DONALD C. ZAVALA. JR

G. EUGENE NEIL
JONATHAN A. MILLET

Via Email

LAW OFFICES

BOYLE, PECHARICH, CLINE,
WHITTINGTON & STALLINGS, P.L.L.C.

125 NORTH GRANITE STREET JAMES P. BOYLE, JR. (I913-2003)
PRESCOTT ARIZONA 86301-3001 JOHN S. REGAN (1952-2002)

TELEPHONE: (928) 445-0122 OF COUNSEL:

FAX NO.: (928) 445-8021
JOHN D. NAPPER

ANGELA M. BRADSHAW NAPPER

November 14, 2011

Sharon Sargent-Flack
Musgrove, Drutz & Kack, P.C.
P.O. Box 2720

Prescott, AZ 86302

Re: CYFD/ Chino Valley Police Department
Technical Services’Communications Technician IGA

Dear Sharon:

Please find enclosed a new version of the proposed Technical Services /
Communications Technician IGA between CYFD and the Chino Valley Police
Department. Consistent with your email, we have revised Section 9, paragraph D to
reflect a reference to paragraph A (instead of paragraph 1.) We are also forwarding this
version to the Central Yavapai Fire District for approval.

Should you have any questions, please feel free to contact me directly.
Sincerely,

BOYLE, PECHARICH, CLINE,
WHITTINGTON & STALLINGS, P.L.L.C.

B34
William R. Whittington

WRW/fs
Enclosure
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RECORDED AT THE REQUEST OF
AND WHEN RECORDED, RETURN TO:

Central Yavapai Fire District
8555 E. Yavapai Road
Prescott Valley, AZ 86314

INTERGOVERNMENTAL AGREEMENT
FOR USE OF TECHNICAL SERVICES/COMMUNICATIONS TECHNICIAN

Preamble

This Intergovernmental Agreement for Use of Technical Services/Communications
Technician (“Agreement”) is made and entered into this day of ,20__,byand
between the CENTRAL YAVAPAI FIRE DISTRICT, a political subdivision of the State of
Arizona (“CYFD”) and CHINO VALLEY POLICE DEPARTMENT, a political subdivision of
the State of Arizona (“CVPD”). CYFD and CVPD may each also be referred to herein as a
“Party” and jointly referred to herein as the “Parties,” as the context requires.

Recitals

WHEREAS, CYFD and CVPD are both empowered pursuant to A.R.S. §11-952, etc.,
§48-805, etc., or §9-240, etc., to enter into this Agreement for purposes of carrying out their
mutual responsibilities; and

WHEREAS, CYFD and CVPD wish to cooperate with each other in order to more
effectively and economically provide communication technician and consultation services; and

WHEREAS, CVPD wishes to make use of CYFD’s Communications Technician
(“Communications Technician”) on an as-needed basis.

NOW THEREFORE, in consideration of mutual promises and covenants contained
herein, the Parties agree as follows:

Covenants
SECTION 1 - PURPOSE

The purpose of this Agreement is to provide the terms and conditions under which CVPD
can make use of the Communications Technician employed by CYFD, from time to time.

SECTION 2 — CONSIDERATION

The Parties’ mutual undertakings, as set forth in this Agreement, shall be the
consideration for entering into this Agreement.



SECTION 3 - GENERAL PROVISIONS

CYFD’s Responsibilities and Obligations: CYFD shall:

(a)

(b)

©

(d)

Provide CVPD with the name of its current Communications Technician,
including his or her contact information and CYFD’s then current charges
for the services of said Communications Technician, which shall include
the Communication Technician’s compensation and allocated cost of
benefits (“Rate of Compensation”). CYFD shall keep the Rate of
Compensation schedule current and provide CVPD with any updates to
that schedule;

Subject to availability, provide the Communications Technician for CVPD
on an as-needed basis, which CYFD shall not unreasonably withhold. The
Communications Technician will, after any such use by CVPD, provide
verbal reports and prepare written reports to both Parties, if needed;

Provide a timely billing statement to CVPD for all Communication
Technician services provided; and

Ensure that the Communication Technician meets the required
qualifications for that function (as described in the then current job
description for CYFD’s Communication Technician).

CVPD’s Responsibilities and Obligations: CVPD shall:

(@)

(b)

©

(d

Give reasonable notice to CYFD when the Communications Technician is
needed;

Supervise the Communications Technician utilized pursuant to this
Agreement;

Pay all of CYFD’s invoices for Communication Technician services
provided pursuant to this Agreement, within 30 days of presentment; and

Provide personnel to assist CYFD’s Communication Technician with said
communication and consultation services.

GENERAL Understanding:

1.

Except as otherwise provided in this Agreement, and notwithstanding this
Agreement for CVPD’s use of CYFD’s Communications Technician, said
Technician shall be considered the employee of CYFD.

Nothing contained in this Agreement shall create any partnership, joint
venture or joint employment relationship between the Parties.

CYFD agrees that CYFD shall make reasonable efforts to make the
Communications Technician available as requested by CVPD. CVPD
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understands that CYFD’s Communications Technician may be unavailable
on occasion, depending on the Technician’s workload. CYFD will not be
liable for delay or failure to make the Communications Technician
available under this Agreement to the extent that the Communications
Technician is unavailable due to a work-schedule conflict.

SECTION 4 - TERM

The term of this Agreement shall be effective from , 20__ through
, 20_, and shall automatically renew for successive one year terms thereafter
unless terminated by either Party.

SECTION S - TERMINATION

A. Conflict of Interest. Pursuant to A.R.S. §38-511, either Party to this
Agreement may cancel this Agreement, without penalty or further obligation, if any person
significantly involved in initiating, negotiating, securing, drafting or creating the Agreement on
behalf of said Party is, at any time while the Agreement or any extension of the Agreement is in
effect, an employee or agent of any other Party to the Agreement in any capacity or a consultant
to any other Party of the Agreement with respect to the subject matter of the Agreement.

B. Non-Appropriation of Funding,. This Agreement will terminate
should the governing body of either Party fail to appropriate funds for its continued
implementation.

C. No Cause. In addition, either Party may terminate their participation in
this Agreement, for any reason, effective thirty (30) days from the giving of written notice to the
other Party, as set forth below.

SECTION 6. NOTICES

Notices pursuant to this Agreement shall be given: by hand delivery to the Party
receiving notice; or by deposit in the custody of the United States Postal Service, first class
postage prepaid or through overnight carrier service, addressed as set forth below or as such
address may be changed from time to time upon notice to the other. Notice shall be deemed
given when delivered, mailed or transmitted by overnight carrier as provided above and shall be
deemed received the day it is hand delivered, three business days after being mailed, or one
business day after being transmitted by overnight carrier.

Central Yavapai Fire District Chino Valley Police Department
Attn: Fire Chief Attn: Police Chief

8555 E. Yavapai Road 1020 Palomino Road

Prescott Valley, Arizona 86314 Chino Valley, Arizona 86323



SECTION 7 — LIABILITY INSURANCE

Each Party shall maintain, during the life of this Agreement, a policy of liability
insurance providing for liability insurance coverage in an amount of not less than $1,000,000 per
occurrence with aggregate liability coverage of $2,000,000.

Each Party shall make available its insurance information, including, but not limited to
verification of coverage, to the other upon the request.

SECTION 8 - INDEMNIFICATION

The Parties to this Agreement shall indemnify and hold harmless each other and their
respective departments, boards, employees, and agents, from any and all claims, liabilities,
expenses, or third-party actions resulting from the indemnifying Party’s negligence incurred in
connection with the performance of its responsibilities under this Agreement. Nothing herein
shall be construed as a waiver by any Party of the right to bring an action for contribution against
the other or as against any third person or entity.

SECTION 9 - LEGAL ARIZONA WORKERS ACT COMPLIANCE

A. The Parties warrant compliance with all Federal immigration laws and regulations
relating to employees and warrants its compliance with Section A.R.S. §23-214, Subsection A.
(That subsection reads: “After December 31, 2007, every employer, hiring an employee, shall
verify the employment eligibility of the employee through the E-Verify program.)

B. A breach of a warranty regarding compliance with immigration laws and
regulations shall be deemed a material breach of the contract and the contractor may be subject
to penalties up to and including termination of the contract.

C. Failure to comply with an audit process to randomly verify the employment
records of contractors and subcontractors shall be deemed a material breach of the contract and
the contractor may be subject to penalties up to and including termination of the contract.

D. The Party retains the legal right to inspect the papers of any employee who works
on the contract to ensure that the contractor or subcontractor is complying with the warranty
under paragraph A.

SECTION 10 - WORKERS’ COMPENSATION COVERAGE

Each Party herein shall comply with the provisions of A.R.S. §23-1022 (E) by posting the
public notice required. As provided for in A.R.S. §23-1022(D), an employee of a public agency
who works under the jurisdiction or control of or within the jurisdictional boundaries of another
public agency pursuant to a specific intergovernmental agreement or contract entered into
between the public agencies is deemed to be an employee of both public agencies. However, the
primary employer is solely liable for the payment of Workers’ Compensation benefits. As such,
each Party shall maintain Workers’ Compensation insurance coverage on all of its own
employees providing services pursuant to this Agreement.
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SECTION 11 — NON-DISCRIMINATION

The parties will not discriminate on the grounds of race, color, national origin, religion,
sex, disability, age, genetic information or any other basis protected under federal, state or local
law in the selection and retention of employees or subcontractors. The parties will not
participate either directly or indirectly in any unlawful discriminatory practice.

SECTION 12 — NO THIRD-PARTY BENEFICIARIES

This Agreement is intended solely for the benefit of CYFD and CVPD, and shall not be
construed as a third-party beneficiary contract for the benefit of any third party.

SECTION 13 - SEVERABILITY

If any provision of this Agreement shall be held to be unconstitutional, invalid, or
unenforceable, it shall be deemed severable; however, the remainder of the Agreement shall not
be affected and shall remain in full force and effect.

SECTION 14 — BINDING EFFECT

This Agreement shall be binding upon the Parties and any successor-in-interest.

SECTION 15 — DISPUTE RESOLUTION

The Parties hereto expressly covenant and agree that in the event of a dispute arising
under this Agreement, the matter shall be put to non-binding arbitration under the terms and
provisions of the Arizona Revised Statute Section 12-1501, etc. the Arizona Arbitration Act.
The Parties hereto expressly acknowledge and agree that it is mot the intent of the Parties to
submit to a dispute to the American Arbitration Association. In any event, the Parties hereto
waive any rights to a trial by jury. The Parties hereto further expressly covenant and agree that
each Party shall be responsible for their own attorneys’ fees incurred in conjunction with any
dispute, arbitration or judicial action.

SECTION 16 - WAIVER OF BREACH

The waiver by either Party of any breach by the other of any term, covenant, or condition
of any of this Agreement shall not operate as a waiver of any subsequent breach of the same or
any other term, covenant or condition of the Agreement. No term, covenant, or condition hereof
can be waived except by the written consent of both Parties and forbearance or indulgence by
either Party in any regard whatsoever, shall not constitute a waiver of the term, covenant, or
condition to be performed by the other Party.

SECTION 17 - GOVERNING LAW

This Agreement shall be interpreted in accordance with the substantive and procedural
laws of the state of Arizona and shall be deemed made and entered into in Yavapai County.



SECTION 18 - AMENDMENT AND CONSTRUCTION

This Agreement sets forth the entire understanding of the Parties as to the matters set
forth herein as of the date of this Agreement and cannot be altered or otherwise amended except
pursuant to an instrument in writing signed by the authorized representatives of each of the
Parties hereto. This Agreement is intended to reflect the mutual intent of the Parties with respect
to the subject matter hereof, and no rule of strict construction shall be applied against any Party.

IN WITNESS WHEREQOF, the Parties enter into this Agreement on the date(s) set forth

below.

APPROVALS
CENTRAL YAVAPAI FIRE DISTRICT CHINO VALLEY POLICE DEPARTMENT
Chairman/Fire Board Date Its: Date
Clerk//Fire Board Date Its: Date
Fire Chief Date Its: Date

p:\districts\cyfd\igas\technical services iga\iga with cvpd-cyfd 11-14-11.doc
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ROBERT S. PECHARICH
BARRY B. CLINE

WILLIAM R. WHITTINGTON
JOHN C. STALLINGS
DONALD C. ZAVALA. JR

G. EUGENE NEIL
JONATHAN A. MILLET

LAW OFFICES

BOYLE, PECHARICH, CLINE,
WHITTINGTON & STALLINGS, P.L.L.C.

125 NORTH GRANITE STREET JAMES P. BOYLE, IR. (1913-2003)
PRESCOTT ARIZONA 86301-3001 JOHN S. REGAN (1952-2002)

TELEPHONE: (928) 445.0122
FAX NO.: (928) 445-8021 OF COUNSEL:
JOHN D. NAPPER
ANGELA M. BRADSHAW NAPPER

November 8, 2011

Via Email

Mary Dalton, Assistant Chief
Central Yavapai Fire District
8555 E. Yavapai Road
Prescott Valley, AZ 86314

Re: Technical Services’'Communications Technician IGA
with Chino Valley Police Department

Dear Mary:

Please find enclosed a new “redlined” and “clean” version of the proposed Technical
Services/Communications Technician IGA with the Chino Valley Police Department. As you
know, I spoke with Sharon Sargent-Flack regarding my concerns relating to the indemnification
provisions and the details relating to the policy manuals. She has “backed off” her original
request for the numerous changes relating to Chino’s policies and indemnification. This allowed
us to remove most of that language. I believe the enclosed version will accommodate her
remaining concerns.

In reviewing our file relating to the other Technical Services/Communications Technician
IGAs, it appears we do not have a signed copy of the IGA with the Prescott Tribal Police, Groom
Creek Fire District, Yavapai County Adult Probation, or the Sedona Fire District. Please advise
as to the status of those IGAs. If they have been signed, please send us a copy for our permanent
file.

Please call me with any questions or comments. As always, it is a pleasure working with

you.
Sincerely,
BOYLE, PECHARICH, CLINE,
WHITTINGTON & STALLINGS, P.L.L.C.

12000

William R. Whittington

WRW/fs

Enclosures

cc: Paul Neis, Fire Chief
John Range, Board Chairman



Redlined Draft
11/8/2011 11:42 AM

RECORDED AT THE REQUEST OF
AND WHEN RECORDED, RETURN TO:

Central Yavapai Fire District
8555 E. Yavapai Road
Prescott Valley, AZ 86314

INTERGOVERNMENTAL AGREEMENT
FOR USE OF TECHNICAL SERVICES/COMMUNICATIONS TECHNICIAN

Preamble

This Intergovernmental Agreement for Use of Technical Services/Communications
Technician (“Agreement”) is made and entered into this day of ,20__, by and
between the CENTRAL YAVAPAI FIRE DISTRICT, a political subdivision of the State of
Arizona (“CYFD”) and CHINO VALLEY POLICE DEPARTMENT, a political subdivision of
the State of Arizona (“CVPD”). CYFD and CVPD may each also be referred to herein as a
“Party” and jointly referred to herein as the “Parties,” as the context requires.

Recitals

WHEREAS, CYFD and CVPD are both empowered pursuant to A.R.S. §11-952, etc.,
§48-805, etc., or §9-240, etc., to enter into this Agreement for purposes of carrying out their
mutual responsibilities; and

WHEREAS, CYFD and CVPD wish to cooperate with each other in order to more
effectively and economically provide communication technician and consultation services; and

WHEREAS, CVPD wishes to make use of CYFD’s Communications Technician
(“Communications Technician”) on an as-needed basis.

NOW THEREFORE, in consideration of mutual promises and covenants contained
herein, the Parties agree as follows:

Covenants
SECTION 1 - PURPOSE

The purpose of this Agreement is to provide the terms and conditions under which CVPD
can make use of the Communications Technician employed by CYFD, from time to time.

SECTION 2 - CONSIDERATION

The Parties’ mutual undertakings, as set forth in this Agreement, shall be the
consideration for entering into this Agreement.



SECTION 3 - GENERAL PROVISIONS

CYFD’s Responsibilities and Obligations: CYFD shall:

(a)

(b)

©

(d)

Provide CVPD with the name of its current Communications Technician,
including his or her contact information and CYFD’s then current charges
for the services of said Communications Technician, which shall include
the Communication Technician’s compensation and allocated cost of
benefits (“Rate of Compensation”). CYFD shall keep the Rate of
Compensation schedule current and provide CVPD with any updates to
that schedule;

Subject to availability, provide the Communications Technician for CVPD
on an as-needed basis, which CYFD shall not unreasonably withhold. The
Communications Technician will, after any such use by CVPD, provide
verbal reports and prepare written reports to both Parties, if needed;

Provide a timely billing statement to CVPD for all Communication
Technician services provided; and

Ensure that the Communication Technician meets the required
qualifications for that function (as described in the then current job
description for CYFD’s Communication Technician).

CVPD’s Responsibilities and Obligations: CVPD shall:

(a)

(b)

(©)

(d

Give reasonable notice to CYFD when the Communications Technician is
needed;

Supervise the Communications Technician utilized pursuant to this
Agreement;

Pay all of CYFD’s invoices for Communication Technician services
provided pursuant to this Agreement, within 30 days of presentment; and

Provide personnel to assist CYFD’s Communication Technician with said
communication and consultation services.

GENERAL Understanding:

Except as otherwise provided in this Agreement, and notwithstanding this
Agreement for CVPD’s use of CYFD’s Communications Technician, said
Technician shall be considered the employee of CYFD—ferpurpeses—of




2. Nothing contained in this Agreement shall create any partnership, joint
venture or joint employment relationship between the Parties.

3. EVPD-CYFD agrees that CYPD-CYFD shall make reasonable efforts to
make the Communications Technician available as requested by CVPD.
CVPD understands that CYFD’s Communications Technician may be
unavailable on occasion, depending on the Technician’s workload. CYFD
will not be liable for delay or failure to make the Communications
Technician available under this Agreement to the extent that the
Communications Technician is unavailable due to a work-schedule
conflict.

SECTION 4 - TERM

The term of this Agreement shall be effective from , 20__ through
, 20__, and shall automatically renew for successive one year terms thereafter
unless terminated by either Party.

SECTION S - TERMINATION

A. Conflict of Interest. Pursuant to A.R.S. §—38-511, either Party to this
Agreement may cancel this Agreement, without penalty or further obligation, if any person
significantly involved in initiating, negotiating, securing, drafting or creating the Agreement on
behalf of said Party is, at any time while the Agreement or any extension of the Agreement is in
effect, an employee or agent of any other Party to the Agreement in any capacity or a consultant
to any other Party of the Agreement with respect to the subject matter of the Agreement.

B. Non-Appropriation-AHeeatiorn of Funding. This Agreement will

terminate should the governing body of either Party fail to appropriate aleeate—funds for its
continued implementation. Should—termination—occur—due—to—said—non-allocation,—the—non-




DBC. No Cause. In addition, either Party may terminate their participation in
this Agreement, for any reason, effective thirty (30) days from the giving of written notice to the
other Party, as set forth below.

SECTION 6. NOTICES

Notices pursuant to this Agreement shall be given: by hand delivery to the Party
receiving notice; or by deposit in the custody of the United States Postal Service, first class
postage prepaid or through overnight carrier service, addressed as set forth abevebelow or as
such address may be changed from time to time upon notice to the other. Notice shall be deemed
given when delivered, mailed or transmitted by overnight carrier as provided above and shall be
deemed received the day it is hand delivered, three business days after being mailed, or one
business day after being transmitted by overnight carrier.

Central Yavapai Fire District Chino Valley Police Department
Attn: Fire Chief Attn: Police Chief

8555 E. Yavapai Road 1020 Palomino Road

Prescott Valley, Arizona 86314 Chino Valley, Arizona 86323

SECTION 76 — LIABILITY INSURANCE

Each Party shall maintain, during the life of this Agreement, a policy of liability
insurance providing for liability insurance coverage in an amount of not less than $1,000,000 per
occurrence with aggregate liability coverage of $2,000,000.
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Each Party shall make available its insurance information, including, but not limited to
verification of coverage, to the other upon the request.

SECTION 87 - INDEMNIFICATION

The Parties to this Agreement shall indemnify and hold harmless each other and their
respective departments, boards, employees, and agents, from any and all claims, liabilities,
expenses, or third-party actions resulting from the indemnifying Party’s negligence incurred in
connection with the performance of its responsibilities under this Agreement. Nothing herein
shall be construed as a waiver by any Party of the right to bring an action for contribution against
the other or as against any third person or entity.

SECTION 98 - LEGAL ARIZONA WORKERS ACT COMPLIANCE

A. The Parties warrant compliance with all Federal immigration laws and regulations
relating to employees and warrants its compliance with Section A.R.S. §23-214, Subsection A.
(That subsection reads: “After December 31, 2007, every employer, hiring an employee, shall
verify the employment eligibility of the employee through the E-Verify program.)

B. A breach of a warranty regarding compliance with immigration laws and
regulations shall be deemed a material breach of the contract and the contractor may be subject
to penalties up to and including termination of the contract.

C. Failure to comply with an audit process to randomly verify the employment
records of contractors and subcontractors shall be deemed a material breach of the contract and
the contractor may be subject to penalties up to and including termination of the contract.

D. The Party retains the legal right to inspect the papers of any employee who works
on the contract to ensure that the contractor or subcontractor is complying with the warranty
under paragraph 1.

SECTION 109 - WORKERS’ COMPENSATION COVERAGE

Each Party herein shall comply with the provisions of A.R.S. §23-1022 (E) by posting the
public notice required. As provided for in A.R.S. §23-1022(D), an employee of a public agency
who works under the jurisdiction or control of or within the jurisdictional boundaries of another
public agency pursuant to a specific_intergovernmental agreement or contract entered into
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between the public agencies is deemed to be an employee of both public agencies. However, the
primary emplover is solely liable for the payment of Workers’ Compensation benefits. As such,
each Party shall maintain Workers’ Compensation insurance coverage on all of its own

emplovees providing services pursuant to this Agreement.

SECTION 116 — NON-DISCRIMINATION

The parties will not discriminate on the grounds of race, color, national origin, religion,
sex, disability, age, genetic information or any other basis protected under federal, state or local
law _in the selection and retention of employees or subcontractors. The parties will not
participate either directly or indirectly in any unlawful discriminatory practice.

SECTION 121 — NO THIRD-PARTY BENEFICIARIES

This Agreement is intended solely for the benefit of CYFD and CVPD, and shall not be
construed as a third-party beneficiary contract for the benefit of any third party.

SECTION 132 - SEVERABILITY

If any provision of this Agreement shall be held to be unconstitutional, invalid, or
unenforceable, it shall be deemed severable; however, the remainder of the Agreement shall not
be affected and shall remain in full force and effect.

SECTION 143 - BINDING EFFECT

This Agreement shall be binding upon the Parties and any successor-in-interest.



SECTION 154 — DISPUTE RESOLUTION

The Parties hereto expressly covenant and agree that in the event of a dispute arising
under this Agreement, the matter shall be put to non-binding arbitration under the terms and
provisions of the Arizona Revised Statute Section 12-1501, etc. the Arizona Arbitration Act.
The Parties hereto expressly acknowledge and agree that it is net the intent of the Parties to
submit to a dispute to the American Arbitration Association. In any event, the Parties hereto
waive any rights to a trial by jury. The Parties hereto further expressly covenant and agree that
each Party shall be responsible for their own attorneys’ fees incurred in conjunction with any
dispute, arbitration or judicial action.

SECTION 165 - WAIVER OF BREACH

The waiver by either Party of any breach by the other of any term, covenant, or condition
of any of this Agreement shall not operate as a waiver of any subsequent breach of the same or
any other term, covenant or condition of the Agreement. No term, covenant, or condition hereof
can be waived except by the written consent of both Parties and forbearance or indulgence by
either Party in any regard whatsoever, shall not constitute a waiver of the term, covenant, or
condition to be performed by the other Party.

SECTION 176 - GOVERNING LAW

This Agreement shall be interpreted in accordance with the substantive and procedural
laws of the state of Arizona and shall be deemed made and entered into in Yavapai County.

SECTION 187 - AMENDMENT AND CONSTRUCTION

This Agreement sets forth the entire understanding of the Parties as to the matters set
forth herein as of the date of this Agreement and cannot be altered or otherwise amended except
pursuant to an instrument in writing signed by the authorized representatives of each of the
Parties hereto. This Agreement is intended to reflect the mutual intent of the Parties with respect
to the subject matter hereof, and no rule of strict construction shall be applied against any Party.

IN WITNESS WHEREOF, the Parties enter into this Agreement on the date(s) set forth

below.

APPROVALS
CENTRAL YAVAPAI FIRE DISTRICT CHINO VALLEY POLICE DEPARTMENT
Chairman/Fire Board Date Its: Date



Clerk//Fire Board Date Its: Date

Fire Chief Date Its: Date

ELS:\P:ADistricts\CY FD\IGAs\Technical Services IGAMIGA with CVFD-CYFD redlined 1 1-08-11.d:
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Draft
11/8/2011 11:48 AM

RECORDED AT THE REQUEST OF
AND WHEN RECORDED, RETURN TO:

Central Yavapai Fire District
8555 E. Yavapai Road
Prescott Valley, AZ 86314

INTERGOVERNMENTAL AGREEMENT
FOR USE OF TECHNICAL SERVICES/COMMUNICATIONS TECHNICIAN

Preamble

This Intergovernmental Agreement for Use of Technical Services/Communications
Technician (“Agreement”) is made and entered into this day of ,20__,byand
between the CENTRAL YAVAPAI FIRE DISTRICT, a political subdivision of the State of
Arizona (“CYFD”) and CHINO VALLEY POLICE DEPARTMENT, a political subdivision of
the State of Arizona (“CVPD”). CYFD and CVPD may each also be referred to herein as a
“Party” and jointly referred to herein as the “Parties,” as the context requires.

Recitals

WHEREAS, CYFD and CVPD are both empowered pursuant to A.R.S. §11-952, etc.,
§48-805, etc., or §9-240, etc., to enter into this Agreement for purposes of carrying out their
mutual responsibilities; and

WHEREAS, CYFD and CVPD wish to cooperate with each other in order to more
effectively and economically provide communication technician and consultation services; and

WHEREAS, CVPD wishes to make use of CYFD’s Communications Technician
(“Communications Technician”) on an as-needed basis.

NOW THEREFORE, in consideration of mutual promises and covenants contained
herein, the Parties agree as follows:

Covenants
SECTION 1 - PURPOSE

The purpose of this Agreement is to provide the terms and conditions under which CVPD
can make use of the Communications Technician employed by CYFD, from time to time.

SECTION 2 — CONSIDERATION

The Parties’ mutual undertakings, as set forth in this Agreement, shall be the
consideration for entering into this Agreement.



SECTION 3 - GENERAL PROVISIONS

CYFD’s Responsibilities and Obligations: CYFD shall:

(@)

(b)

©

(d)

Provide CVPD with the name of its current Communications Technician,
including his or her contact information and CYFD’s then current charges
for the services of said Communications Technician, which shall include
the Communication Technician’s compensation and allocated cost of
benefits (“Rate of Compensation”). CYFD shall keep the Rate of
Compensation schedule current and provide CVPD with any updates to
that schedule;

Subject to availability, provide the Communications Technician for CVPD
on an as-needed basis, which CYFD shall not unreasonably withhold. The
Communications Technician will, after any such use by CVPD, provide
verbal reports and prepare written reports to both Parties, if needed;

Provide a timely billing statement to CVPD for all Communication
Technician services provided; and

Ensure that the Communication Technician meets the required
qualifications for that function (as described in the then current job
description for CYFD’s Communication Technician).

CVPD’s Responsibilities and Obligations: CVPD shall:

(a) Give reasonable notice to CYFD when the Communications Technician is
needed;

®) Supervise the Communications Technician utilized pursuant to this
Agreement;

© Pay all of CYFD’s invoices for Communication Technician services
provided pursuant to this Agreement, within 30 days of presentment; and

(d) Provide personnel to assist CYFD’s Communication Technician with said
communication and consultation services.

GENERAL Understanding:

1. Except as otherwise provided in this Agreement, and notwithstanding this
Agreement for CVPD’s use of CYFD’s Communications Technician, said
Technician shall be considered the employee of CYFD.

2. Nothing contained in this Agreement shall create any partnership, joint
venture or joint employment relationship between the Parties.

3. CYFD agrees that CYFD shall make reasonable efforts to make the

Communications Technician available as requested by CVPD. CVPD
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understands that CYFD’s Communications Technician may be unavailable
on occasion, depending on the Technician’s workload. CYFD will not be
liable for delay or failure to make the Communications Technician
available under this Agreement to the extent that the Communications
Technician is unavailable due to a work-schedule conflict.

SECTION 4 - TERM

The term of this Agreement shall be effective from , 20__ through
, 20__, and shall automatically renew for successive one year terms thereafter
unless terminated by either Party.

SECTION S - TERMINATION

A. Conlflict of Interest. Pursuant to A.R.S. §38-511, either Party to this
Agreement may cancel this Agreement, without penalty or further obligation, if any person
significantly involved in initiating, negotiating, securing, drafting or creating the Agreement on
behalf of said Party is, at any time while the Agreement or any extension of the Agreement is in
effect, an employee or agent of any other Party to the Agreement in any capacity or a consultant
to any other Party of the Agreement with respect to the subject matter of the Agreement.

B. Non-Appropriation of Funding. This Agreement will terminate
should the governing body of either Party fail to appropriate funds for its continued
implementation.

C. No Cause. In addition, either Party may terminate their participation in
this Agreement, for any reason, effective thirty (30) days from the giving of written notice to the
other Party, as set forth below.

SECTION 6. NOTICES

Notices pursuant to this Agreement shall be given: by hand delivery to the Party
receiving notice; or by deposit in the custody of the United States Postal Service, first class
postage prepaid or through overnight carrier service, addressed as set forth below or as such
address may be changed from time to time upon notice to the other. Notice shall be deemed
given when delivered, mailed or transmitted by overnight carrier as provided above and shall be
deemed received the day it is hand delivered, three business days after being mailed, or one
business day after being transmitted by overnight carrier.

Central Yavapai Fire District Chino Valley Police Department
Attn: Fire Chief Attn: Police Chief

8555 E. Yavapai Road 1020 Palomino Road

Prescott Valley, Arizona 86314 Chino Valley, Arizona 86323



SECTION 7 — LIABILITY INSURANCE

Each Party shall maintain, during the life of this Agreement, a policy of liability
insurance providing for liability insurance coverage in an amount of not less than $1,000,000 per
occurrence with aggregate liability coverage of $2,000,000.

Each Party shall make available its insurance information, including, but not limited to
verification of coverage, to the other upon the request.

SECTION 8 - INDEMNIFICATION

The Parties to this Agreement shall indemnify and hold harmless each other and their
respective departments, boards, employees, and agents, from any and all claims, liabilities,
expenses, or third-party actions resulting from the indemnifying Party’s negligence incurred in
connection with the performance of its responsibilities under this Agreement. Nothing herein
shall be construed as a waiver by any Party of the right to bring an action for contribution against
the other or as against any third person or entity.

SECTION 9 - LEGAL ARIZONA WORKERS ACT COMPLIANCE

A. The Parties warrant compliance with all Federal immigration laws and regulations
relating to employees and warrants its compliance with Section A.R.S. §23-214, Subsection A.
(That subsection reads: “After December 31, 2007, every employer, hiring an employee, shall
verify the employment eligibility of the employee through the E-Verify program.)

B. A breach of a warranty regarding compliance with immigration laws and
regulations shall be deemed a material breach of the contract and the contractor may be subject
to penalties up to and including termination of the contract.

C. Failure to comply with an audit process to randomly verify the employment
records of contractors and subcontractors shall be deemed a material breach of the contract and
the contractor may be subject to penalties up to and including termination of the contract.

D. The Party retains the legal right to inspect the papers of any employee who works
on the contract to ensure that the contractor or subcontractor is complying with the warranty
under paragraph 1.

SECTION 10 - WORKERS’ COMPENSATION COVERAGE

Each Party herein shall comply with the provisions of A.R.S. §23-1022 (E) by posting the
public notice required. As provided for in A.R.S. §23-1022(D), an employee of a public agency
who works under the jurisdiction or control of or within the jurisdictional boundaries of another
public agency pursuant to a specific intergovernmental agreement or contract entered into
between the public agencies is deemed to be an employee of both public agencies. However, the
primary employer is solely liable for the payment of Workers’ Compensation benefits. As such,
each Party shall maintain Workers’ Compensation insurance coverage on all of its own
employees providing services pursuant to this Agreement.
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SECTION 11 —- NON-DISCRIMINATION

The parties will not discriminate on the grounds of race, color, national origin, religion,
sex, disability, age, genetic information or any other basis protected under federal, state or local
law in the selection and retention of employees or subcontractors. The parties will not
participate either directly or indirectly in any unlawful discriminatory practice.

SECTION 12 — NO THIRD-PARTY BENEFICIARIES

This Agreement is intended solely for the benefit of CYFD and CVPD, and shall not be
construed as a third-party beneficiary contract for the benefit of any third party.

SECTION 13 - SEVERABILITY

If any provision of this Agreement shall be held to be unconstitutional, invalid, or
unenforceable, it shall be deemed severable; however, the remainder of the Agreement shall not
be affected and shall remain in full force and effect.

SECTION 14 - BINDING EFFECT

This Agreement shall be binding upon the Parties and any successor-in-interest.

SECTION 15 - DISPUTE RESOLUTION

The Parties hereto expressly covenant and agree that in the event of a dispute arising
under this Agreement, the matter shall be put to non-binding arbitration under the terms and
provisions of the Arizona Revised Statute Section 12-1501, etc. the Arizona Arbitration Act.
The Parties hereto expressly acknowledge and agree that it is not the intent of the Parties to
submit to a dispute to the American Arbitration Association. In any event, the Parties hereto
waive any rights to a trial by jury. The Parties hereto further expressly covenant and agree that
each Party shall be responsible for their own attorneys’ fees incurred in conjunction with any
dispute, arbitration or judicial action.

SECTION 16 - WAIVER OF BREACH

The waiver by either Party of any breach by the other of any term, covenant, or condition
of any of this Agreement shall not operate as a waiver of any subsequent breach of the same or
any other term, covenant or condition of the Agreement. No term, covenant, or condition hereof
can be waived except by the written consent of both Parties and forbearance or indulgence by
either Party in any regard whatsoever, shall not constitute a waiver of the term, covenant, or
condition to be performed by the other Party.

SECTION 17 - GOVERNING LAW

This Agreement shall be interpreted in accordance with the substantive and procedural
laws of the state of Arizona and shall be deemed made and entered into in Yavapai County.



SECTION 18 - AMENDMENT AND CONSTRUCTION

This Agreement sets forth the entire understanding of the Parties as to the matters set
forth herein as of the date of this Agreement and cannot be altered or otherwise amended except
pursuant to an instrument in writing signed by the authorized representatives of each of the
Parties hereto. This Agreement is intended to reflect the mutual intent of the Parties with respect
to the subject matter hereof, and no rule of strict construction shall be applied against any Party.

IN WITNESS WHEREQOF, the Parties enter into this Agreement on the date(s) set forth

below.

APPROVALS
CENTRAL YAVAPAI FIRE DISTRICT CHINO VALLEY POLICE DEPARTMENT
Chairman/Fire Board Date Its: Date
Clerk//Fire Board Date Its: Date
Fire Chief Date Its: Date
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