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MANAGEMENT’S DISCUSSION AND ANALYSIS 

June 30, 2014 
 
This Management’s Discussion and Analysis (MD&A) written by the Fire Chief and the Administrative Assistant of 
Lockwood Rural Fire District #8 provides an overview of the financial position and governmental financial activities 
for the fiscal year ended June 30, 2014.  Please read it in conjunction with our audited financial statements, graphs and 
charts. 
 
Certain comparative information between the current year and the prior year is required to be presented in the MD&A. 
 
Financial Highlights for 2014:  
 
The financial position of the District is substantially stronger as a result of operations for fiscal year 2014.  The 
District’s total net position increased to $3,179,189 in 2014 from $2,836,218 in 2013. For 2013-14, other capital items 
included $182,717 for new equipment and $239,753 for construction in progress. 
 
Condensed Statement of Net Position and Changes in Net Position: 
 

2014 2013
Assets:
Current assets 2,012,908 1,977,169
Capital assets - net 1,389,530 1,098,609
Total assets 3,402,438 3,075,778

Current liabilities 27,112 26,890
Non-current liabilities 196,137 212,670
Total liabilities 223,249 239,560

Net position:
Net investment in capital assets 1,389,530 1,098,609

Restricted for:
Compensated absences 206,460 222,621
Capital improvement 993,157 832,565

Assigned for:
Insurance proceeds 68,322 0

 Unrestricted 521,720 682,423
Total net position 3,179,189 2,836,218
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Statements of Activities 
 

2014 2013
Revenues:
Charges for services 238,394 260,452
Property taxes 1,643,418 1,646,900
Operating grant 2,500 0
Interest 7,357 10,821
Miscellaneous 81,277 5,119
Total revenue 1,972,946 1,923,292

Expenses: 
Fire fighting 1,551,762 1,564,606
Ambulance 78,213 51,588
Interest 0 1,910

Total expenses 1,629,975 1,618,104
 

 
Using this Annual Report 
 
The Statement of Net Position and the Statement of Activities 
 
The statements of net position and activities report information about the District as a whole.  These statements 
include all assets and liabilities of the District using the accrual basis of accounting, which is similar to the accounting 
used by most private-sector companies; all of the current year’s revenues and expenses are taken into account 
regardless of when cash is received or paid. 
 
The statements of net position and activities report the District’s net position and its change in the current year.  Net 
position is the residual of assets plus deferred outflows less liabilities and deferred inflows, which is one way to 
measure the District’s financial health or financial position.  Over time, increases and decreases in the District’s net 
position are one indicator of its financial health.  However, you need to consider other nonfinancial factors in making 
an assessment of the District’s health, such as changes in the economy and changes in the District’s tax base, etc. to 
assess the overall health of the District. 
 
Fund financial statements 
 
The District reports its activities in the general and capital improvement funds, which are governmental funds.   These 
funds focus on how money flows into and out of the funds and the balances left at year-end that are available for 
spending.  These funds use the modified accrual basis of accounting, which measures cash and all other financial 
assets that can be readily converted to cash.  The governmental funds statements provide a detailed shorter-term view 
of the District’s general governmental operations and the basic services it provides.  The differences between the 
governmental funds financial statements and the government wide financial statements are explained in the 
reconciliations following each governmental funds financial statement. 
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CAPITAL ASSET AND DEBT ADMINISTRATION 
 
General capital assets including land, buildings, vehicles, and equipment that are used in operations and that have 
initial useful lives greater than one year and exceed the District’s capitalization threshold.  The District has capitalized 
all purchased general capital assets. 
 

 

Capital Assets: 2014 2013
Land 195,179 195,179
Building and improvements (net of depreciation) 103,210 123,462
Machinery and equipment (net of depreciation) 851,388 779,968
Construction in Progress 239,753 0

Total 1,389,530 1,098,609
 

 
The District paid off the capital loan for the newly acquired ambulance during FY13-14. 
 

Debt Administration: 2014 2013
Compensated absences 206,460 226,621

206,460 226,621
 

 
BUDGET ANALYSIS 
 
There were no budget amendments adopted during the fiscal year.  Therefore, the District’s original and final budget 
was the same.  The District’s total actual expenditures were not in excess of total budget appropriations during the 
fiscal year. 
 
 
DISTRICT OVERVIEW 
 
The Lockwood Rural Fire District provides fire, emergency services (which include an Advanced Life Support 
transport ambulance service) to the industrial, commercial, suburban and rural areas east of the City of Billings and 
within the Lockwood Rural Fire District.  The District also contracts with Yellowstone County for wildland fire 
protection outside of the boundaries of the Lockwood Rural Fire District.  The Lockwood Rural Fire District continues 
to grow with moderate growth anticipated now that Phase II of the Lockwood Sewer Project has been completed. 
 
The District continues to experience growth, increased population to be served, service expectations of the public, 
public insurance standards and the issues revolving around growth and providing consistent service. Based upon these 
needs and many others, the District has begun the process of building a new fire station.  The District continues to 
provide adequate fire/rescue equipment, keep current on national standards for equipment/personal safety and increase 
staffing through the District’s Reserve Firefighter Program. 
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THE FUTURE OF THE DISTRICT 
 
The District is experiencing accelerated growth due to a new sewer system along with new construction projects that 
the fire district has received for review. 
 
The District will continue to finance the replacement of apparatus and equipment through a combination of funds from 
the District’s Capital Improvement Fund and INTERCAP loans.  The District went out to bid and ordered a four wheel 
drive ambulance to replace a 1995 model ambulance.  The District saw the need for a four wheel drive ambulance as 
to access the hilly areas of the District or to safely respond to emergency calls during inclimate conditions. 
 
The District has been working diligently on entering into agreements with Owner Construction Representatives, 
Architect/Design, Finance and Legal Professions as the beginning stages of constructing a new fire station on District 
owned property located at 501 Johnson Lane. 
 
Additionally, the District will continue to work toward greater improvements in the areas of administration, finances 
and operations. 
 
 
CONTACTING THE DISTRICT’S MANAGEMENT 
 
This financial report is designed to provide our customers and creditors with a general overview of the District’s 
finances and to show the District’s accountability for the funds and assets it receives.  If you have any questions about 
this report, or should you need additional financial information, contact the Fire District fire station at 3329 Driftwood 
Lane, Billings, Montana, 59101.  The District also maintains a website on the Internet at www.lockwoodfire.com. 
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INDEPENDENT AUDITOR’S REPORT 

 
 
January 23, 2015 
 
Board of Trustees 
Lockwood Rural Fire District No. 8 
Yellowstone County 
Billings, Montana 
 
Report on the Financial Statements 
 
We have audited the accompanying financial statements of the governmental activities and the major fund 
information of Lockwood Rural Fire District No. 8, Yellowstone County, Billings, Montana, (the District), as of 
and for the year ended June 30, 2014, and the related notes to the financial statements, which collectively 
comprise the District’s basic financial statements as listed in the table of contents.   
 
Management’s Responsibility for the Financial Statements 
 
Lockwood Rural Fire District No. 8’s management is responsible for the preparation and fair presentation of these 
financial statements in accordance with accounting principles generally accepted in the United States of America; 
this includes the design, implementation, and maintenance of internal control relevant to the preparation and fair 
presentation of financial statements that are free from material misstatement, whether due to fraud or error. 
 
Auditor’s Responsibility 
 
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 involves performing procedures to obtain audit evidence about the amounts and disclosures in the 
financial statements. The procedures selected depend on the auditor’s judgment, including the assessment of the 
risks of material misstatement of the financial statements, whether due to fraud or error. In making those risk 
assessments, the auditor considers internal control relevant to the entity’s preparation and fair presentation of the 
financial statements in order to design audit procedures that are appropriate in the circumstances, but not for the 
purpose of expressing an opinion on the effectiveness of the entity’s internal control. Accordingly, we express no 
such opinion. An audit also includes evaluating the appropriateness of accounting policies used and the 
reasonableness of significant accounting estimates made by management, as well as evaluating the overall 
presentation of the financial statements.  
 
We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our audit 
opinions. 
 

Wipfli LLP 
303 N. 28th Street 
Suite 503 
Billings, MT  59101 

406.248.1681 
fax 406.248.2855 

www.wipfli.com 
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Board of Trustees 
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Page 2 
 
Opinions 
 
In our opinion, the financial statements referred to above present fairly, in all material respects, the respective 
financial position of the governmental activities and the major fund information of Lockwood Rural Fire District 
No. 8, as of June 30, 2014, and the respective changes in financial position and, thereof for the year then ended in 
accordance with accounting principles generally accepted in the United States of America. 

 
Other Matters 
 
Required Supplementary Information 
 
Accounting principles generally accepted in the United States of America require that the management’s 
discussion and analysis and budgetary comparison information on pages 1 - 4 and 22 - 23 be presented to 
supplement the basic financial statements. Such information, although not a part of the basic financial statements, 
is required by the Governmental Accounting Standards Board who considers it to be an essential part of financial 
reporting for placing the basic financial statements in an appropriate operational, economic, or historical context. 
We have applied certain limited procedures to the required supplementary information in accordance with 
auditing standards generally accepted in the United States of America, which consisted of inquiries of 
management about the methods of preparing the information and comparing the information for consistency with 
management’s responses to our inquiries, the basic financial statements, and other knowledge we obtained during 
our audit of the basic financial statements. We do not express an opinion or provide any assurance on the 
information because the limited procedures do not provide us with sufficient evidence to express an opinion or 
provide any assurance.  
 
Other Reporting Required by Government Auditing Standards 
 
In accordance with Government Auditing Standards, we have also issued our report dated January 23, 2015 on 
our consideration of Lockwood Rural Fire District No. 8’s internal control over financial reporting and on our 
tests of its compliance with certain provisions of laws, regulations, contracts, and grant agreements and other 
matters.  The purpose of that report is to describe the scope of our testing of internal control over financial 
reporting and compliance and the results of that testing, and not to provide an opinion on internal control over 
financial reporting or on compliance. That report is an integral part of an audit performed in accordance with 
Government Auditing Standards in considering Lockwood Rural Fire District No. 8’s internal control over 
financial reporting and compliance. 
 
 

 
 
Wipfli LLP 
Billings, Montana 
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The accompanying notes are an integral part of these financial statements. 

BASIC FINANCIAL STATEMENTS 

Government-Wide Financial Statements 

STATEMENT OF NET POSITION 
June 30, 2014 
 

ASSETS
Cash 1,749,037
Taxes receivable 214,067
Accounts receivable, net of allowance for bad debt 49,804
Capital assets:

Land 195,179
Other capital assets, net of accumulated depreciation 1,194,351

Total Assets 3,402,438

LIABILITIES 
Accounts payable 16,789
Long term liabilities:  due within one year

Compensated absences 10,323

Long term liabilities: due in more than one year
Compensated absences 196,137

Total Liabilities 223,249

NET POSITION
Net investment in captial assets 1,389,530
Restricted for:

Compensated absences 206,460
Capital improvements 993,157

Assigned for:
Insurance proceeds 68,322

Unrestricted net assets 521,720
Total Net Position 3,179,189
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The accompanying notes are an integral part of these financial statements. 

STATEMENT OF ACTIVITIES 
For the Year Ended June 30, 2014 
 
 

Program Revenue Net 
Charges for (Expenses)

Expenses Services Revenue
GOVERNMENT ACTIVITIES:

Fire Fighting 1,551,762 119,223 (1,432,539)
Ambulance 78,213 119,171 40,958

Total governmental activities 1,629,975 238,394 (1,391,581)

GENERAL REVENUES
Property Taxes 1,643,418
Operating Grants 2,500
Interest 7,357
Miscellaneous 81,277

Total General Revenues 1,734,552
CHANGE IN NET POSITION 342,971
Net Position, Beginning of Year 2,836,218
Net Position, End of Year 3,179,189
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The accompanying notes are an integral part of these financial statements. 

Fund Financial Statements 

BALANCE SHEET - GOVERNMENTAL FUNDS 
June 30, 2014 
 

Capital Total
General Improvements Governmental

Fund Fund Funds
ASSETS 

Cash 753,219 995,818 1,749,037
Taxes receivable 214,067 0 214,067
Accounts receivable, net of allowance for bad debt 49,804 0 49,804
Due from other funds 2,661 0 2,661

Total assets 1,019,751 995,818 2,015,569

LIABILITIES, DEFERRED INFLOWS OF 
RESOURCES AND FUND BALANCES

Liabilities:
Accounts payable 16,789 0 16,789
Due to other funds 0 2,661 2,661

Total liabilities 16,789 2,661 19,450

Deferred inflows of resources:
Unavailable tax revenue 181,879 0 181,879

Total deferred inflows of resources 181,879 0 181,879

Fund balances:
Committed for:

Capital improvements 0 940,818 940,818
Assigned for:

Insurance proceeds 15,983 52,339 68,322
Unassigned 805,100 0 805,100

Total fund balances 821,083 993,157 1,814,240
Total liabilites, deferred inflow of 
resources and fund balance 1,019,751 995,818 2,015,569
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The accompanying notes are an integral part of these financial statements. 

RECONCILIATION OF THE GOVERNMENTAL FUNDS BALANCE SHEET TO THE 
GOVERNMENT-WIDE STATEMENT OF NET POSITION 
June 30, 2014 
 

1,814,240 

2,895,205
Less accumulated depreciation (1,505,675)

Compensated absences payable (206,460)

Property taxes receivable that are not available soon enough to pay for
the current period's expenditures and are therefore unavailable in
the Governmental Fund Balance Sheet. 181,879

Net Position of Governmental Activities 3,179,189

Liabilities that are not included in the fund financial statement, but are 
included in the governmental activities of the Statement of Net Position:

Total fund balance, governmental funds

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

Capital assets used in governmental activities are not current financial 
resources therefore not included in the fund financial statements but are 
reported in the governmental activities of the Statement of Net Position.
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The accompanying notes are an integral part of these financial statements. 

STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCES – 
GOVERNMENTAL FUNDS 
For the Year Ended June 30, 2014 
 

Capital Total 
General Improvement Governmental

Fund Fund Funds
REVENUES

Taxes 1,513,945 0 1,513,945
Grants 2,500 0 2,500
Contract fees 119,223 0 119,223
Charges for services 119,171 0 119,171
Interest 3,634 3,724 7,358
Miscellaneous 12,954 0 12,954

Total revenues 1,771,427 3,724 1,775,151

EXPENDITURES
Current:

Firefighting 1,467,400 0 1,467,400
Ambulance 47,187 0 47,187

Capital outlay 0 422,471 422,471
Total expenditures 1,514,587 422,471 1,937,058

Excess (deficiency) of revenues over expenditures 256,840 (418,747) (161,907)

OTHER FINANCING SOURCES
Insurance proceeds 15,983 52,339 68,322
Transfers in/(out) (527,000) 527,000 0

Total other financing sources (511,017) 579,339 68,322

Net change in fund balances (254,177) 160,592 (93,585)
Fund balances, beginning 1,075,260 832,565 1,907,825
Fund balances, ending 821,083 993,157 1,814,240
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The accompanying notes are an integral part of these financial statements. 

RECONCILIATION OF THE STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN 
FUND BALANCES – GOVERNMENTAL FUNDS TO THE GOVERNMENT-WIDE STATEMENT OF 
ACTIVITIES 
For the Year Ended June 30, 2014 
 

Net change in Fund Balance (93,585)

Revenues on the Statement of Activities 
Increase (decrease) in unavailable tax revenue not included in revenue 129,473

Amounts reported as expenditures not included in the Statement of Activities
Capital outlay 422,471

Expenses on the Statement of Activities not included in the governmental funds
Depreciation (131,549)
(Increase) decrease in compensated absences 16,161

Change in net position of governmental activities 342,971
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NOTES TO FINANCIAL STATEMENTS 
For the Year Ended June 30, 2014 
 
 
Note A Description of the Reporting Entity 

 
1 Reporting Entity 

 
Lockwood Rural Fire District No. 8 (the District) was established by the Board of County Commissioners 
of Yellowstone County in accordance with 7-33-2101 MCA to provide life, safety, and fire protection 
systems to the Lockwood community. The District is managed by an elected Board of Trustees with the 
authority to provide adequate and standard firefighting and emergency response apparatus, equipment, 
personnel, housing, and facilities for the protection of the District.  

 
The criteria for including organizations within the District’s reporting entity are set forth in Governmental 
Accounting Standards Board (GASB) Statement No. 14, “The Financial Reporting Entity.” This 
statement defines the financial reporting entity as the primary government, as well as its component units, 
which are legally separate organizations for which the elected officials of the primary government are 
financially accountable. The Governmental Accounting Standards Board has set forth criteria to be 
considered in determining financial accountability. These criteria include appointing a voting majority of 
an organization’s governing body and (1) the ability of the District to impose its will on that organization 
or (2) the potential for the organization to provide specific financial benefits to, or impose specific 
financial burdens on, the District. The District has determined that no other outside agency meets the 
above criteria and, therefore, no other agency has been included as a component unit in the District’s 
financial statements. In addition, the District is not aware of any entity, which would exercise such 
financial accountability, which would result in the District being considered a component unit of the 
entity. 
 

Yellowstone County provides substantial services to the District; tax billings, cash collections and 
warrant redemption all flow through the office of the County Treasurer. This office also maintains the 
District’s cash and invests funds at the direction of the District. The County Commissioners have the legal 
obligation to set levy amounts to finance the budget of the District, as directed by the Board of Trustees. 
Despite the degree of services rendered, the District has determined that neither Yellowstone County nor 
any other outside agency meets the criteria set forth in the preceding paragraph and therefore, no other 
agency has been included as a component unit of the District’s financial statements. 

 
Note B Summary of Significant Accounting Policies 

 
The financial statements of Lockwood Rural Fire District No. 8 have been prepared in conformity with 
accounting principles generally accepted in the United States of America (GAAP) as applied to fire districts 
in the state of Montana. The Governmental Accounting Standards Board (GASB) is the accepted standard-
setting body for establishing governmental accounting and financial reporting principles. The District’s 
significant accounting policies are described as follows: 
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1 Basis of Presentation 
 

a. Government Wide Financial Statements 
 

The Statement of Net Position and the Statement of Activities show information about the overall 
financial position and activities of the District.   

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

 
b. Fund Financial Statements 

 
The District uses funds to report on its financial position and results of its operations. Fund 
accounting is designed to demonstrate legal compliance and to aid financial management by 
segregating transactions related to certain government functions or activities. A fund is a separate 
accounting entity with a self-balancing set of accounts. Funds are classified into three categories: 
governmental, proprietary, and fiduciary. Each category, in turn, is divided into separate ‘fund types.’ 
The District does not have proprietary or fiduciary funds. 
 
The emphasis of fund financial statements is on major governmental funds. GASB Statement No. 34, 
Basic Financial Statements and Management’s Discussion and Analysis for State and Local 
Governments, sets forth minimum criteria (percentage of assets, liabilities, revenues or 
expenditures/expenses of either fund category) for the determination of major fund. 

 
2 Governmental Funds 

 
The District reports the following major governmental funds: 
 
General Fund - The General Fund is the general operating fund of the District. It accounts for 
resources traditionally associated with government operations, which are not required to be accounted 
for in another fund. The District maintains the General Fund to account for its fire protection and 
emergency services operations in addition to repairs and maintenance of District property. The fire 
protection services and other emergency (ambulance) services are each departmentalized within this 
Fund. 

 
Capital Improvements Fund – The Capital Improvements Fund is used to account for resources 
designated for the acquisition or construction of specific capital improvements or items. The reporting 
entity includes only one Capital Improvement Fund and it is used to account for the acquisition of 
capital assets with transfers made from the General Fund.  
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3 Basis of Accounting and Measurement Focus 
 

a. Government Wide Financial Statements 
 

The government wide statements are reported using the economic resources measurement focus and 
accrual basis of accounting. Revenues are recorded when earned and expenses when a liability is 
incurred, regardless of the timing of related cash flows. Property taxes are recognized as revenues in 
the year for which they are levied. Grants and similar items are recognized as revenue as soon as 
eligibility requirements imposed by the provider have been met. 

 
b. Fund Financial Statements 

 
Fund financial statements are reported using the current financial resources measurement focus and 
the modified accrual basis of accounting. Revenues are recognized when 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 expenditures, as well as expenditures related to compensated absences and claims and 
judgments, are recorded only when payment is due. 

 
The District recognizes property taxes as a receivable at the time an enforceable legal claim is 
established and considers property taxes as available if they are collected within 60 days after year-
end. Expenditures are recorded when the related fund liability is incurred. Principal and interest on 
general long-term debt are recorded as fund expenditures when due. Those revenues susceptible to 
accrual are property taxes, special assessments, grants, interest revenue, and charges for services. 
Capital asset acquisitions are reported as expenditures in governmental funds and proceeds of general 
long-term debt and acquisitions under capital leases are reported as other financing sources. 

 
The District reports unavailable revenue and advances on its governmental funds balance sheet. 
Unavailable revenues and advances arise when potential revenue does not meet both the ‘measurable’ 
and ‘available’ criteria for recognition in the current period. Unavailable revenues and advances also 
arise when the District receives resources before it has a legal claim to them, as when grant monies 
are received prior to the occurrence of qualifying expenditures. In subsequent periods, when both 
revenue recognition criteria are met, or when the District has a legal claim to resources, the liability 
for advances and the deferred inflow of unavailable tax revenue are removed from the balance sheet 
and revenue is recognized. 
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4 Cash and Cash Equivalents 
 

Cash resources of the District are combined with cash resources of other governmental entities within 
Yellowstone County to form a pool of cash and cash equivalents that is managed by the Yellowstone 
County Treasurer. Investments of the pooled cash consist primarily of certificates of deposit and 
repurchase agreements and are carried at cost, which approximates market value. Among the instruments 
which state statutes authorize the District to invest in are direct obligations of the United States 
government, in savings or time deposits in a state or national bank, building or loan association, savings 
and loan association, or credit union insured by the FDIC, FSLIC, or NCUA located in the state; in a 
repurchase agreement, or the Montana short-term investment pool. Interest income received as a result of 
pooling is distributed to the appropriate entity utilizing a formula based on the respective entity’s 
previous month’s ending balance of cash and cash equivalents. 

 
The District issues warrants in payment of its obligations. When the warrants are presented to the County 
Treasurer, the District’s cash balance is reduced to pay the warrant. Cash and warrants payable are netted 
for reporting purposes. 

 
Cash (net of warrants payable) at June 30, 2014 is $1,779,989. Information regarding the collateral and 
security for cash and cash equivalents is not available to the District. Montana state statute requires that 
collateral to secure deposits of public funds be held in direct obligations of the United States government 
or its agencies. 

 
5 Capital Assets 

 
Capital assets, including land, buildings, improvements, and equipment, are reported in the government 
wide fund financial statements. The District defines capital assets as assets with an initial, individual cost 
of more than $5,000 and an initial useful life of one year or more. Such assets are recorded at historical 
cost if purchased or constructed. Donated capital assets are recorded at estimated fair value at the date of 
donation. 

 
The costs of normal maintenance and repairs that do not add to the value of the asset or materially extend 
the life of the asset are not capitalized. 

 
Buildings, improvements, and equipment are depreciated using the straight-line depreciation method over 
the following estimated useful lives: 

 

Description  Estimated Lives 
   
Buildings and Improvements  15-50 Years 
Machinery and Equipment  5-20 Years 
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6 Short-term Interfund Receivables and Payables 
 

During the course of operations, numerous transactions occur between the two funds for goods provided 
or services rendered. These receivables and payables are classified as ‘due from other funds’ or ‘due to 
other funds’ on the governmental funds balance sheet.  

 
7 Compensated Absences 

 
All full-time District employees accumulate vacation and/or sick leave hours for later use or for payment 
upon termination, death or retirement. Vacation and sick leave benefits are accrued as a liability as the 
benefits are earned if the employees’ rights to receive compensation are attributable to services already 
rendered and it is probable the District will compensate the employees for the benefits through paid time 
off or some other means.   

 
8 Deferred Inflows of Resources 

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

 
9 Fund Balances 
 

The Governmental Accounting Standards Board (GASB) has issued Statement No. 54, Fund Balance 
Reporting and Governmental Fund Type Definitions (GASB 54). This Statement defines the different 
types of fund balances that a governmental entity must use for financial reporting purposes.  
 
GASB Statement No.54, Fund Balance Reporting and Governmental Fund Type Definitions, requires the 
fund balance amounts to be reported within one of the fund balance categories listed below.  

 
Nonspendable – Amounts that cannot be spent because they are either (1) not in spendable form (e.g. 
inventories and prepaid amounts) or (2) legally or contractually required to be maintained intact (e.g. the 
corpus or principal of a permanent fund).  
 
Restricted – Amounts that can be spent only for a specific purpose pursuant to state law, enabling 
legislation, grant agreement, or donor agreement.  

 
Committed – Amounts that can be used only for specific purposes determined by a formal action of the 
District’s Board of Trustees (the District’s highest level of decision making authority). 
 
Assigned – Amounts that are intended to be used by the government for specific purposes under the 
direction of the Chief by authority granted by the Board of Trustees.  
 
Unassigned – The residual classification for the government’s general fund that includes all amounts that 
are not contained in the other classifications.  

 
It is the District’s policy that for purposes of fund balance classification, expenditures are to be spent 
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from restricted funds balance first, followed in order by committed funds balance, assigned fund balance 
and lastly unassigned fund balance.  

 
10 Net Position 

 
Net position represents the residual of assets plus deferred outflows less liabilities and deferred inflows.  
Net investment in capital assets consists of capital assets, net of accumulated depreciation, reduced by the 
outstanding balance of any borrowing used for the acquisition, construction, or improvement of those 
assets. Net position is reported as restricted when there are limitations imposed on their use either through 
the enabling legislation adopted by the District or through external restrictions imposed by creditors, 
grantors, or laws or regulations of other governments. The District’s policy is to first apply restricted 
resources when an expense is incurred for purposes for which both restricted and unrestricted net position 
are available.  

 
11 Estimates 

 
The preparation of financial statements in conformity with accounting principles generally accepted in the 
United States of America requires management to make estimates and assumptions that affect the 
amounts reported in the financial statements and accompanying notes. Actual results may differ from 
those estimates. 

 
12 Date of Management’s Review 

 
Management has evaluated the activities and transactions subsequent to June 30, 2014 to determine the 
need for any adjustments to and /or disclosure within the audited financial statements for the year ended 
June 30, 2014. Management has performed this evaluation and subsequent events have been evaluated 
through January 23, 2015, the date the financial statements were available to be issued.  

 
Note C Property Taxes  

 
Property taxes are collected by Yellowstone County who remits to the District their respective share of the 
collections.  The 2013 property tax levy, which was perfected and became a receivable in October 2013, was 
levied to finance District operations during the year ended June 30, 2014. The tax levy was collectible in 
November 2013 and May 2014. As of May 31, 2014, uncollected property taxes became delinquent. Property 
taxes are attached as an enforceable lien on the underlying property. After a period of three years, 
Yellowstone County, the collecting agent, may begin foreclosure proceedings and sell the property at auction. 
The District receives its share of the sale proceeds from Yellowstone County.    

 
All property taxes are recognized in compliance with GASB Interpretation “Property Tax Revenue 
Recognition in Government Funds” which states that such revenue is recorded when it becomes measurable 
and available. Available means collected within the current period or expected to be collected soon enough 
thereafter to be used to pay liabilities of the current period. 
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Note D  Capital Assets 

 
A summary of changes in capital assets for the year ended June 30, 2014 is as follows: 

 
July 1, 2013 Additions Deletions June 30, 2014

CAPITAL ASSETS BEING DEPRECIATED AT COST:
Building and Improvements 348,260 0 0 348,260
Machinery and Equipment 1,929,296 182,717 0 2,112,013
Construction in Progress 0 239,753 0 239,753

2,277,556 422,470 0 2,700,026
OTHER CAPITAL ASSETS:
Land 195,179 0 0 195,179

LESS ACCUMULATED DEPRECIATION FOR:
Building and Improvements 224,798 11,438 0 245,050
Machinery and Equipment 1,149,328 120,111 0 1,260,625

Total accumulated depreciation 1,374,126 131,549 0 1,505,675
Total 1,098,609 1,389,530

 
 

For the year ended June 30, 2014, depreciation expense was charged to the functions of the District as 
follows:  

 

Fire Fighting 100,523
Ambulance 31,026

Total depreciation expense 131,549     
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Note E Long-Term Debt 
 

The District has the following long-term debt activity during the fiscal year ended June 30, 2014: 
   

June 30, 2013 Additions Reductions June 30, 2014
Compensated absences 222,621         0 16,161      206,460         
Total 222,621         0 16,161      206,460         

 
 

 
Note F Employee Benefit Plan 

 
Eligible District employees participate in one of two multiple employer, cost-sharing, defined benefit 
retirement plans, the Firefighters’ Unified Retirement System (FURS) and the Public Employees’ Retirement 
System (PERS). In accordance with SB 532, the District passed a resolution effective July 1, 2007 allowing 
its firefighters a choice to participate in FURS or remain with PERS. For fiscal year 2014, only the District 
clerk participated in PERS. The remaining employees participated in FURS. Contributions to the plans are 
required by State statute. Information about the two plans is presented below. Total payroll for District 
employees for the year ended June 30, 2014 was $924,589.  

 
Firefighters’ Unified Retirement System (FURS) - Eligible District employees are provided benefits by the 
plan, which is administered by the State of Montana. Funding is provided by participating units of 
government and their employees. The District’s contribution to this plan for the year ended June 30, 2014 was 
$100,062, (14.36% of payroll). The State of Montana contributes 32.61% of the employees’ base salary and 
longevity pay, which is considered to be an "on behalf" payment and a significant part of the FURS funding 
policy.  Required employee contributions to this plan were $74,561 (10.70% of payroll) for the year ended 
June 30, 2014. Total payroll for employees covered by FURS was $696,811. One hundred percent of the 
required contributions were made for the current year and the preceding two years. Total required 
contributions were $174,623, $166,503, and $161,984 for the fiscal years ended June 30, 2014, 2013 and 
2012 respectively.  

 
Participants become eligible for benefits after age 50 and 5 years of service, 20 years regardless of age, or if 
hired before July 1, 1981: 10 years but less than 20 years. Rights become vested after 5 years of service. The 
authority to establish, amend, and provide cost of living adjustments for the plan is assigned to the State 
Legislature. The FURS financial information is reported in the Montana Public Employees’ Retirement 
Board’s Comprehensive Annual Financial Report for the fiscal year-end. It is available at 100 North Park 
Ave, Suite 200, P.O. Box 200131, Helena, Montana 59620-0131, (406) 444-3154. 
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Public Employees’ Retirement System (PERS) - Eligible District employees are provided pension benefits by 
the plan, which is administered by the State of Montana.  Funding is provided by participating units of 
government and their employees. The District’s contribution to this plan for the year ended June 30, 2014 was 
$3,206 (7.80% of payroll). The State of Montana contributes .37% of the PERS employees’ monthly 
compensation, which is considered to be an "on behalf" payment. Although not a significant amount, the 
contribution is a part of the PERS funding policy. The District’s contribution to this plan represented less than 
1% of total contributions required of all participating employers. Required employee contributions to this plan 
were $3,137 (7.90% of payroll) for the year ended June 30, 2014. Total payroll for employees covered by 
PERS was $39,709. One hundred percent of the required contributions were made for the current year and the 
preceding two years. Total required contributions were $6,343, $5,249, and $5,064 for the fiscal years ending 
June 30, 2014, 2013 and 2012 respectively. 

 
Participants become eligible for benefits after age 60 and 5 years of service, after age 65 regardless of service, 
or 30 years of service regardless of age. The benefit is 1/56 of the final compensation for each year of credited 
service, paid as a modified cash refund annuity. A participant is eligible for early retirement benefits after age 
50 and 5 years of service or after 25 years of service regardless of age. Rights become vested after 5 years of 
service. The authority to establish, amend, and provide cost of living adjustments for the plan is assigned to 
the State Legislature. The PERS financial information is reported in the Public Employees’ Retirement 
Board’s Comprehensive Annual Financial Report for the fiscal year-end. It is available from the PERD at 100 
North Park Ave, Suite 200, P.O. Box 200131, Helena, Montana 59620-0131, (406) 444-3154. 

 
Note G Risk Management 

 
The District faces a considerable number of risks of loss, including: a) damage to and loss of property and 
contents; b) employee torts; c) professional liability, (i.e. errors and omissions); d) environmental damage; e) 
workers' compensation, (i.e. employee injuries) and f) medical insurance costs of employees. A variety of 
methods are used to provide insurance for these risks. A commercial policy through Western States Insurance 
with Employers Mutual Casualty, transferring all risks of loss, except for relatively small deductible amounts, 
was purchased for property and content damage, employee torts and professional liabilities. A separate policy 
with the Hartford Insurance Co. is carried for the District’s volunteer firefighters. Employee medical 
insurance is provided through Associated Employers of Montana. Workers compensation insurance coverage 
is provided through the State Fund. The District does not carry coverage for environmental damages. The risk 
of potential loss is low and coverage is not cost beneficial. 

 
Note H Donated Services and Supplies 

 
The District receives donated services from unpaid volunteers. No amounts have been recognized in the 
accompanying Statement of Revenues, Expenditures and Changes in Fund Balance - Governmental Funds 
because the criteria for recognition of such volunteer effort under Financial Accounting Standards Board in its 
Accounting Standards Codifications (ASC) No. 605-15-15-7 have not been satisfied.  

 
Note I Insurance Proceeds 

 
The District received insurance proceeds from hail claim during the fiscal year. The proceeds are to be used to 
fix the damaged building and vehicles. The repairs have not been performed as of June 30, 2014, therefore the 
funds have been assigned in net assets until the repairs occur. 
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See notes to Budgetary Comparison Schedule 

BUDGETARY COMPARISON SCHEDULE 
For the Year Ended June 30, 2014 
 

ORIGINAL
AND FINAL

BUDGET ACTUAL
REVENUES
Taxes 1,698,656 1,513,945
Operating grants 1,000 2,500
Charges for services and contract fees 239,423 238,394
Investment earnings 12,000 3,634
Miscellaneous 9,500 12,954

Total revenues 1,960,579 1,771,427

EXPENDITURES
Current:

Fire fighting 1,682,427 1,467,400
Ambulance 62,000 47,187

Total Expenditures 1,744,427 1,514,587
Excess (deficiency) of revenues over expenditures 216,152 256,840

OTHER FINANCING SOURCES (USES)
Insurance proceeds 0 15,983
Transfers out (527,000) (527,000)
Excess (deficiency) of revenues and other 

sources (uses) over expenditures (254,177)
Fund Balances - beginning (GAAP and Non-GAAP budgetary basis) 1,075,260      
Fund Balances - ending (GAAP and Non-GAAP budgetary basis) 821,083         

GENERAL FUND
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NOTES TO BUDGETARY COMPARISON SCHEDULE 
For the Year Ended June 30, 2014 
 

1 Budgetary Process 
 

State Law requires that the District adopt budgets for certain funds, generally those supported by property 
taxes. Budgeted and non-budgeted funds are as follows: 

 
Fund Budgeted Non-Budgeted
Governmental Funds

General X
Capital Improvement X

 
 

2 Budgets  
 

The District’s budget is prepared on the modified accrual basis of accounting, which results in the 
accounting for certain transactions to be on a basis other than accounting principles generally accepted in 
the United States of America (modified accrual). The District’s accounting records are maintained on the 
basis of cash receipts and disbursements during the year. At year-end, certain adjustments are made to the 
District’s accounting records to reflect the basis of accounting described above. Reported budget amounts 
represent the originally adopted budget, including amendments. Total fund expenditures may not legally 
exceed the budgeted expenditures. The budget lapses at the end of each year. The results of operations, on 
the budget basis of accounting, described above, are presented in the Budgetary Comparison Schedule to 
provide a meaningful comparison of actual results with the budget. 

 
General Fund budgets are primarily based on the real and personal property taxes on all properties located 
within the District’s boundaries. Budgeted fund expenditures are limited by State Law to budgeted 
amounts, which may be amended for emergencies as defined by State Law. Budget authority may be 
transferred between expenditure classifications within the same fund.  MCA 7-33-2105 assigns 
responsibility to prepare annual budgets and request special levies to the Board of Trustees. 

 
On or before the second Monday in July, the County Assessor transmits a statement of the assessed 
valuation and taxable valuation of all property to the District. On or before the second Monday in August, 
the Board of Trustees must meet to legally adopt the final budget and forward to the County for their 
approval and adoption.  

 
Upon the County’s approval of the final budget, expenditures and operating transfers are limited to the 
total fund budget. Unexpended and unencumbered appropriations lapse at year-end.   
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INDEPENDENT AUDITOR’S REPORT ON INTERNAL CONTROL OVER FINANCIAL REPORTING 
AND ON COMPLIANCE AND  OTHER MATTERS BASED ON AN AUDIT OF FINANCIAL 

STATEMENTS PERFORMED IN ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS 

 
January 23, 2015 
 
Board of Trustees 
Lockwood Rural Fire District No. 8 
Billings, Montana 
 
We have audited, 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, the financial statements of the governmental activities and the major 
fund information of  Lockwood Rural Fire District No. 8 as of and for the year ended June 30, 2014, and the 
related notes to the financial statements, which collectively comprise Lockwood Rural Fire District No. 8’s basic 
financial statements, and have issued our report thereon dated January 23, 2015.   
 
Internal Control over Financial Reporting  
 
In planning and performing our audit of the financial statements, we considered Lockwood Rural Fire District No. 
8’s internal control over financial reporting (internal control) to determine the audit procedures that are 
appropriate in the circumstances for the purpose of expressing our opinions on the financial statements, but not 
for the purpose of expressing an opinion on the effectiveness of Lockwood Rural Fire District No. 8’s internal 
control. Accordingly, we do not express an opinion on the effectiveness of Lockwood Rural Fire District No. 8’s 
internal control. 
 
A deficiency in internal control exists when the design or operation of a control does not allow management or 
employees in the normal course of performing their assigned functions, to prevent, or detect and correct 
misstatements on a timely basis. A material weakness is a deficiency, or a combination of deficiencies, in internal 
control, such that there is a reasonable possibility that a material misstatement of the entity’s financial statements 
will not be prevented, or detected and corrected on a timely basis. A significant deficiency is a deficiency, or a 
combination of deficiencies, in internal control that is less severe than a material weakness, yet important enough 
to merit attention by those charged with governance. 
 
Our consideration of internal control over financial reporting was for the limited purpose described in the first 
paragraph of this section and was not designed to identify all deficiencies in internal control over financial 
reporting that might be material weaknesses or significant deficiencies. Given these limitations, during our audit 
we did not identify any deficiencies in internal control over financial reporting that we consider to be material 
weaknesses. However, material weaknesses may exist that have not been identified.   

Wipfli LLP 
303 N. 28th Street 
Suite 503 
Billings, MT  59101 

406.248.1681 
fax 406.248.2855 

www.wipfli.com 
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Compliance and Other Matters 
 
As part of obtaining reasonable assurance about whether Lockwood Rural Fire District No. 8’s financial 
statements are free from material misstatement, we performed tests of its compliance with certain provisions of 
laws, regulations, contracts, and grant agreements, noncompliance with which could have a direct and material 
effect on the 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. 
 
Purpose of this Report 
 
The purpose of this report is solely to describe the scope of our testing of internal control and compliance and the 
results of that testing, and not to provide an opinion on the effectiveness of the entity’s internal control or on 
compliance. This report is an integral part of an audit performed in accordance with Government Auditing 
Standards in considering the entity’s internal control and compliance. Accordingly, this communication is not 
suitable for any other purpose.  
 

 
 
Wipfli LLP 
Billings, Montana  
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SCHEDULE OF FINDINGS AND RESPONSES 
For the Year Ended June 30, 2014 
 
Section I - Summary of Auditor’s Results 
 

Financial Statements      
 
Type of auditor’s report issued: 

  
Unmodified 

 
Internal control over financial reporting: 

     

Are any significant deficiencies identified that are 
not considered to be material weaknesses?  

  
 

 
Yes 

 
X 

 
No 

 
 Are any material weaknesses identified? 

  
 

 
Yes 

 
X 

 
No 

 
 Is any noncompliance material to financial 
statements noted? 

  
 

 
 
Yes 

 
 

X 

 
 
No 

 
Section II – Financial Statement Findings. 
 
 None 
 
Section III - Summary Schedule of Prior Audit Findings 
 

 2013-001  Implemented 
 


