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INDEPENDENT AUDITOR’S REPORT

Board of Commissioners
Danby Fire District
Ilthaca, New York

We have audited the accompanying financial statements of each major fund of the Danby Fire District (the Fire
District), as of and for the year ended December 31, 2009, which collectively comprise the Fire District's basic
financial statements as listed in the table of contents. These financial statements are the responsibility of the
Fire 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 of material misstatement. An audit
includes examining, on a test basis, evidence supporting the amounts and disclosures in the financial
statements. An audit also includes assessing the accounting principles used and the significant estimates made
by management, as well as evaluating the overall financial statement presentation. We believe that our audit
provides a reasonable basis for our opinions.

As described in Note 1, the Danby Fire District prepares its financial statements on a prescribed basis of
accounting that demonstrates compliance with the regulatory basis of accounting and budget laws of New York
State, which is a comprehensive basis of accounting other than accounting principles generally accepted in the
United States of America. The differences between the regulatory basis of accounting and accounting principles
generally accepted in the United States of America are also described in Note 1. These differences, while not
reasonably determinable, are presumed to be material.

In our opinion, because the Danby Fire District’s policy is to prepare its financial statements on the basis of
accounting discussed in the preceding paragraph, the financial statements referred to above do not present fairly,
in conformity with accounting principles generally accepted in the United States of America, the financial position of
the Danby Fire District, as of December 31, 2009, or changes in financial position for the year then ended.

Also, in our opinion, the financial statements referred to above present fairly, in all material respects, the
financial position of each major fund of the Danby Fire District as of December 31, 2009 and the respective
changes in financial position of the Danby Fire District for the year then ended, on the basis of accounting
described in Note 1.
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In accordance with Government Auditing Standards, we have also issued a report dated May 28, 2010, on our
consideration of the Danby Fire District's internal control over financial reporting and our tests of its compliance
with certain provisions of laws, regulations, contracts, and grant agreements and other matters. The purpose of
that report is to describe the scope of our testing of internal control over financial reporting and compliance and
the results of that testing and not to provide an opinion on the internal control over financial reporting or on
compliance. That report is an integral part of an audit performed in accordance with Government Auditing
Standards and important for assessing the results of our audit.

W, &Wﬂéﬂﬂ‘, Wu/qﬂu¢4.} LLP

May 28, 2010
Ithaca, New York
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DANBY FIRE DISTRICT
NOTES TO FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 31, 2009

Note 1 - Summary of Significant Accounting Policies

The financial statements of the Danby Fire District (the Fire District) have been prepared in conformity
with the accounting principles prescribed by the New York State Office of the State Comptroller, and are
not intended to be a complete presentation in accordance with accounting principles generally accepted in
the United States. The financial statements do not include a Statement of Net Assets or a Statement of
Activities for the Governmental Activities, prepared on the accrual basis of accounting, or a management’s
discussion and analysis. The more significant of the Fire District's accounting policies are described below.

A. Reporting Entity

The Fire District; organized in 1946, furnishes fire protection and emergency medical services for
the Town of Danby with two fire companies located in the hamlets of Danby and West Danby. The
Fire District is governed by General Municipal Law, Article 3, Section 30.

The Fire District operations, including the financing thereof through real property taxation, are
carried out at the direction of the Board of Fire Commissioners. The Board consists of five
commissioners elected to five year terms by voters living within the District.

All activities and functions performed by the Fire District are its direct responsibility. No other
governmental organizations have been included or excluded from the reporting entity.

The financial reporting entity consists of the following, as defined by Governmental Accounting
Standards Board (GASB) Statement No. 14, “The Financial Reporting Entity,” as amended by GASB
Statement No. 39 “Determining Whether Certain Organizations are Component Units."

1. The primary government, which is the Danby Fire District;

2. Organizations for which the primary government is financially accountable, and;

3. Other organizations for which the nature and significance of their relationship with the
primary government are such that exclusion would cause the reporting entity's basic
financial statements to be misleading or incomplete.

The decision to include a potential component unit in the reporting entity is based on the criteria set

forth in GASB Statement No. 14 (as amended by GASB 39) including legal standing, fiscal

dependency, and financial accountability.

B. Basis of Presentation - Fund Accounting

The Fire District's basic financial statements include columns for Governmental Fund Types
prepared on the modified accrual basis of accounting (Balance Sheet and Statement of Revenues,
Expenditures and Changes in Fund Balance).

Fund Accounting is designed to demonstrate legal compliance and to aid financial management by
segregating transactions related to certain government functions or activities.



DANBY FIRE DISTRICT
NOTES TO FINANCIAL STATEMENTS
(CONTINUED)

FOR THE YEAR ENDED DECEMBER 31, 2009

The Fire District records its transactions in the fund types described below:

1. Fund Categories

Governmental Fund Types - funds through which most governmental functions are financed. The
acquisition, use and balances of expendable financial resources, and the related liabilities are
accounted for through Governmental Funds. The measurement focus of the Governmental Funds
is based upon determination of financial position and changes in financial position. The following
are the Fire District's Governmental Fund Types:

General Fund - the principal operating fund which includes all operations not required to be
recorded in other funds.

Reserve Fund - funds reserved for capital projects and repairs.
Capital Fund - funds used to account for and report financial resources to be used for the
acquisition, construction, or renovation of major capital facilities, or equipment which is funded

with proceeds of debt.

C. Basis of Accounting/Measurement Focus

Basis of accounting refers to when revenues and expenditures and the related assets and liabilities
are recognized in the accounts and reported in the financial statements. Basis of accounting relates to
the timing of the measurements made, regardless of the measurement focus. Measurement focus is
the determination of what is measured, i.e. expenditures or expenses.

The Governmental Fund columns are reported using the current financial resources measurement
focus and the modified accrual basis of accounting. Under this method, revenues are recognized when
measurable and available. The Fire District considers all revenues reported in the Governmental
Funds to be available if the revenues are collected within six months after the end of the fiscal year.

Expenditures are recorded when the related fund liability is incurred, except for principal and
interest on general long-term debt, claims and judgments, and compensated absences, which are
recognized as expenditures to the extent they have matured. General capital asset acquisitions are
reported as expenditures in Governmental Funds. Proceeds of general long-term debt and
acquisitions under capital leases are reported as other financing sources.

D. Capital Assets

All capital assets are valued at historical cost or estimated historical cost. Contributed assets are
reported at fair market value as of the date received. Additions, improvements, and other capital
outlays that significantly extend the useful life of an asset are capitalized. Other costs incurred for
repair and maintenance are expensed as incurred. Capital assets purchased or acquired with an
original cost of at least $5,000 and having a useful life of greater than one year are capitalized.



DANBY FIRE DISTRICT
NOTES TO FINANCIAL STATEMENTS
(CONTINUED)

FOR THE YEAR ENDED DECEMBER 31, 2009

Note 2 - Detail Notes

A. Assets

1.

2.

Cash and Investments

The Fire District's investment policies are governed by state statutes. In addition, the Fire
District follows its written investment policy. The Fire District’'s monies must be deposited in FDIC-
insured commercial banks or trust companies located within the state. The Treasurer is authorized
to use demand accounts and certificates of deposit. Permissible investments include obligations of
the U.S. Treasury and U.S. Agencies, repurchase agreements, and obligations of New York State
or its localities.

Collateral (security) is required for demand and time deposits and certificates of deposit not
covered by Federal Deposit Insurance at 105%. Obligations that may be pledged as collateral are
obligations of the United States and its agencies and obligations of the state and its municipalities
and school districts as set forth in the investment policy.

Cash and cash equivalents include all monies in banks and highly liquid investments with
maturity dates of three months or less.

Custodial credit risk is the risk that in the event of a bank failure, the Fire District’'s deposits
may not be returned to it. While the Fire District does not have a specific policy for custodial
credit risk, New York State statutes govern the Fire District's investment policies, as discussed
previously in these notes. Governmental Accounting Standards Board Statement No. 40 directs
that deposits be disclosed as exposed to custodial credit risk if they are not covered by
depository insurance, and the deposits are either uncollateralized or collateralized with securities
held by the pledging financial institution’s trust department or agent (in the Fire District's name).

The Fire District's aggregate bank balances, cash, cash equivalents, and money market

funds of $957,442 are either insured or collateralized with securities held by the pledging
financial institution in the Fire District’'s name.

Capital Assets

Capital asset balances and activity for the year ended December 31, 2009, were as follows:

Retirements &

Balance at Reclass-  Balance at

12/31/08  Additions ifications 12/31/09

Land $ 9,900 $ $ $ 9,900
Construction in progress 23,249 35,140 58,389
Buildings and building improvements 613,750 613,750
Apparatus and vehicles 834,355 23,000 857,355
Other equipment 23,775 23,775
Total Historical Cost $ 1,505,029 $ 58,140 $ -0- $ 1,563,169




DANBY FIRE DISTRICT
NOTES TO FINANCIAL STATEMENTS
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FOR THE YEAR ENDED DECEMBER 31, 2009

B. Liabilities

1. Indebtedness

At December 31, 2009, the total outstanding indebtedness of the Fire District aggregated

$408,256. Of this amount, all was subject to the constitutional debt limit, and represented less
than 1% of the limit.

a.

Bonds

The Fire District borrows money in order to acquire land or equipment or construct
buildings and improvements. This enables the cost of these capital assets to be borne by the
present and future taxpayers receiving the benefit of the capital assets. These long-term
liabilities, which are full faith and credit debt of the local government, are liquidated from the
General Fund.

Changes in Indebtedness

The following represents changes in the Fire District's indebtedness and interest
expenditures recognized during the year ended December 31, 2009:

Amount Due
Balance Balance within
January 1, Additions Deletions December 31, One Year
Bonds and Loan
Payable $ 464,534 % -0-$ (56,278) $ 408,256 $ 42,038
Interest paid on long-term debt during the year was: $ 15,958
The following is a summary of the maturity of indebtedness:
Original Date
Date Original  Interest Final
Description Issued Amount Rate Maturity  Outstanding
Bonds and Loan Payable:
West Danby station 1993 §$ 485,000 5.70% 2013 $ 120,000
Building addition 2008 300,000 2.50% 2028 288,256
Total $ 408,256

The following table summarizes the Fire District's future debt service requirements as of
December 31, 2009.

Year Bonds and
Ending Loan Interest Total

2010 $ 42,038 $ 13,152 $ 55,190
2011 42,339 11,180 53,519
2012 42,647 9,162 51,809
2013 42,963 7,136 50,099
2014 13,287 5,957 19,244
2015-2019 71,588 24,632 96,220
2020-2024 80,995 15,225 96,220
2025-2028 72,399 4,577 76,976

Total $ 408,256 $ 91,021 $ 499,277
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C. Fund Equity

Reserved fund equity includes reserve funds established for building and equipment purchases.
Changes in these reserves for the year ended December 31, 2009 are as follows:

Balance at Interest Balance at
12/31/08 Transfers In  Allocated  Funds Used 12/31/09

General Fund:

Capital reserve $ 756,892 % 68,229 $ 2,208 % (361,396) $ 465,933
Repair reserve 155,546 543 156,089
Total $ 912438% 68,229 $ 2,751% (361,396) $ 622,022

Cash of $614,605 has been restricted to fund these reserves.
Note 3 - Stewardship

The General Fund overexpended its budget at December 31, 2009 in total by $687 excluding the
foreign fire insurance tax passthrough which is not budgeted. The overexpenditure is primarily due to
encumbrances of $25,918, which brought the equipment and capital outlay line over budget by $18,331
and a transfer of $18,229 over budget to the Reserve Fund. Fire expenditures were $37,680 under
budget, while employee benefits and debt service expenditures were $1,807 over budget.

Note 4 - Events Subsequent to Report Date

The Fire District has evaluated event transactions occurring between December 31, 2009 and
May 21, 2010, which is the date the financial statements were available to be issued, for possible
disclosure and recognition in the financial statements. No events were identified which require
disclosure or recognition in the financial statements as of December 31, 2009.

Note 5 - Budget Basis of Accounting

Except as indicated below, budgets are adopted annually on a basis consistent with accounting
principles generally accepted in the United States of America. Appropriations authorized for the current
year are increased by the amount of encumbrances carried forward from the prior year. Encumbrances
are not considered a disbursement in the financial plan or an expenditure in GAAP based financial
statements.

Note 6 - Budget Policies
The budget policies are as follows:
a. Beginning with budgets prepared in 2007 for the 2008 fiscal year, fire districts must prepare a
proposed budget and hold a public hearing to discuss its contents. The law specifies the

public hearing must be held on the third Tuesday in October. The hearing must be conducted
and scheduled in a manner to maximize public participation.
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DANBY FIRE DISTRICT
NOTES TO FINANCIAL STATEMENTS
(CONTINUED)
FOR THE YEAR ENDED DECEMBER 31, 2009

At least five days prior to the date of the hearing, notice of the hearing must be published at
least once in the fire district’s official newspaper or, if a fire district does not have an official
newspaper, in a newspaper having general circulation within the district. Similarly, at least five
days prior to the date of the hearing, a copy of the notice must be posted on the signboard
maintained in the town clerk of each of the towns in which the fire district is located. The notice
must also be posted on the municipal and/or fire district websites, if such websites exist. The
hearing notice must state the time and place where the hearing will be held, the purpose of the
hearing, and that a copy of the proposed budget is available for inspection during office hours
in the offices of the fire district secretary and the town clerk in each town in which the district is
located.

At the hearing, any person may be heard in favor of or against the proposed budget or one or
more items in the proposed budget. On or before November 20 each year, the board of fire
commissioners must submit a final budget to the budget officer of each town in which the fire
district is located.

All modifications of the budget must be approved by the Board of Commissioners.

Appropriations lapse at year end.

There were no supplemental appropriations.
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