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To the Board of  Commissioners
Okaloosa Island Fire District
Fort Walton Beach, Florida

Report on the Financial Statements

Auditor's Responsibility

Nicholson, Reeder & Reynolds, P.A.
Certified Public Accountant

Management's Responsibility for the Financial Statements

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis
for our audit opinions.

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 the financial statements that are free from material misstatement, whether
due to fraud or error.

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.

INDEPENDENT AUDITOR'S REPORT

We have audited the accompanying financial statements of the governmental activities, the major
fund, and the aggregate remaining fund information of the Okaloosa Island Fire District (the District)
as of and for the year ended September 30, 2018, and the related notes to the financial statements
which collectively comprise the District’s basic financial statements as listed in the table of contents.  

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.
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Page Two

Emphasis of Matter

Opinions

Other Matters
Required Supplementary Information

Other Reporting Required by Government Auditing Standards

Fort Walton Beach, Florida
July 9, 2019

Nicholson, Reeder & Reynolds

As discussed in Note 1 to the financial statements, the District implemented Governmental
Accounting Standards Board Statement No. 75, Accounting and Financial Reporting for
Postemployment Benefits Other Than Pensions, which is a change in accounting principle that
addresses accounting and financial reporting for other postemployment benefits. This affects the
comparability of the amounts reported for the 2017-18 fiscal year with the amounts reported for the
2016-17 year.  Our opinion is not modified with respect to this matter.

Accounting principles generally accepted in the United States of America require that the
management's discussion and analysis and budgetary comparison information on pages 3 through 8
and 35 and the schedule of funding progress for other post-employment benefits on pages 39, be
presented to supplement the basic financial statements. Such information, although not 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 response 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 limited procedures do not provide us with sufficient
evidence to express an opinion or provide any assurance.

In our opinion, the financial statements referred to above present fairly, in all material respects, the
respective financial position of the governmental activities, each major fund, and the aggregate
remaining fund information of the District, as of September 30, 2018, and the respective changes in
financial position for the year then ended in accordance with accounting principles generally
accepted in the United States of America.

In accordance with Government Auditing Standards , we have also issued our report dated July 9,
2019, on our consideration of the District’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 the District’s
internal control over financial reporting and compliance.

Okaloosa Island Fire District
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Financial Highlights

Overview of the Financial Statements

Government-wide Financial Statements

Both of the government-wide financial statements distinguish between functions of the District that
are principally supported by taxes and intergovernmental revenues (governmental activities ) from
other functions that are intended to recover all or a significant portion of their costs through user fees
and charges (business-type activities ). The governmental activity of the District is public safety. The
District does not have a business-type activity.

The government-wide financial statements can be found on pages 9 and 10 of this report.

The government-wide financial statements are designed to provide readers with a broad overview of
the District's finances, in a manner similar to a private-sector business.

The statement of net position presents information on all of the District's assets and liabilities, with
the difference between the two reported as net position . Over time, increases or decreases in net
position may serve as a useful indicator of whether the financial position of the District is improving
or deteriorating.  

As management of the Okaloosa Island Fire District (the District), we offer readers of the District's
financial statements this narrative overview and analysis of the financial activities of the District for
the fiscal year ended September 30, 2018.

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

The liabilities and deferred inflows of the District exceed its assets as of the close of the most recent
fiscal year resulting in a deficit net position of ($4,296,545). The net investment in capital assets less
depreciation and debt on those assets is $2,030,349. Unrestricted net position is a deficit of
($6,326,894).  

The statement of activities presents information showing how the District's net position changed
during the most recent fiscal year. All changes in net position are reported as soon as the underlying
event giving rise to the change occurs, regardless of the timing of related cash flows.
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Overview of the Financial Statements (Continued)

Fund Financial Statements

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

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.  The District only has one category; governmental funds.

The basic governmental fund financial statements can be found on pages 11 and 13 of this report.

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

The District maintains an individual governmental fund. Information is presented in the
governmental fund balance sheet and in the governmental fund statement of revenues, expenditures,
and changes in fund balances for the general fund, which is considered to be a major fund.

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

Recapped from Exhibit A, page 9
Governmental

Activities
ASSETS

Cash and Cash Equivalents 684,035$           
Capital Assets (Net of Accumulated Depreciation)

Land 338,700             
Buildings 1,090,172          
Machinery and Equipment 601,477             

Total Assets 2,714,384          

DEFERRED OUTFLOWS OF RESOURCES 1,741,821          

LIABILITIES
Accounts Payable 5,799                 
Accrued Liabilities 215,027             
Other Postemployment Liabilities 141,389             
Net Pension Liability 7,832,505          
Non Current Liabilities

Due within one year 71,771               
Due in more than one year 146,611             

Total Liabilities 8,413,102          

DEFERRED INFLOWS OF RESOURCES 339,648             

NET POSITION
Investment in Capital Assets, Net of Related Debt 2,030,349          
Unrestricted (6,326,894)        

Total Net Position (4,296,545)$      

As noted earlier, net position may serve over time as a useful indicator of a government's financial
position. In the case of the District, liabilities and deferred inflows exceeded assets which created a
deficit in net position of $5,149,649 at the close of the most recent fiscal year.

The large deficit in unrestricted net position is the result of the required restatement to recognize the
Districts' net pension liability to the Okaloosa Island Firefighters' Pension Trust Fund.
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Governmental Activities

Recapped from Exhibit B, page 10
Net (Expense)
Revenue and

Program Changes in 
Revenue Net Assets

Operating Grants Governmental
Function/Program Expenses and Contributions Activities
Primary Government
Governmental Activities

Public Safety 2,506,720$        -$                            (2,506,720)$      

Total Governmental Activities 2,506,720          -                              (2,506,720)        

 Total Primary Government 2,506,720$        -$                            (2,506,720)        

General Revenues
Taxes

Ad Valorem Tax, levied for general purposes 3,402,050          
Intergovernmental Revenue 40,084               
Miscellaneous 3,784                 

Total General Revenues 3,445,918          

Change in Net Position 939,198             

Net Position - Beginning of Year (5,149,649)        

Cumulative effect of change 
(86,094)             

Net Position - Beginning as Restated (5,235,743)        

Net Position - Ending of Year (4,296,545)$      

Ad Valorem tax increased by $370,688 during the year.

in accounting principle (Note 5)

Governmental activities increased the Fire District's net position by $939,918. Key elements of this
increase are as follows:
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Financial Analysis of the Government's Funds

Governmental Funds

Capital Asset and Debt Administration

Capital Assets

2018 2017 2018 2017
Land 338,700$         338,700$         338,700$         338,700$         
Building 1,090,172        1,135,773        1,090,172        1,135,773        
Machinery/Equipment 601,477           687,160           601,477           687,160           

2,030,349$      2,161,633$      2,030,349$      2,161,633$      

Long-term debt

Economic Factors and Next Year's Budgets and Rates

Additional information on the District's long-term debt can be found in Note 3 on page 23 of this report.

The District receives the majority of its funds from Property Taxes based on value (Ad Valorem). There
is currently a system set in place within the Ad Valorem Taxation process that "protects" the taxpayers
within our district. It is called Roll-Back Rate. When a taxing authority chooses to levy a roll-back rate
millage, it is levying a rate that will bring in the same amount of property taxes as was collected the
previous year. Therefore, the taxpayers do not pay any more into the budget. Thus, the taxing authority
is depending on any new construction to bring in new or additional revenues. For the fiscal year
2018/2019, ad valorem millage rate was 3.5550 mils.  

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

The District's investment in capital assets for its governmental activities as of September 30, 2018,
amounts to $2,030,349 (net of accumulated deprecation). This investment in capital assets includes
land, buildings, machinery and equipment. The total decrease in the District's investment in capital
assets for the current fiscal year was eight percent. 

OKALOOSA ISLAND FIRE DISTRICT CAPITAL ASSETS

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

As of the end of the current fiscal year, the District's governmental fund reported an ending fund balance
of $391,438, an increase of $328,589 in comparison with the prior year.  

Governmental Activities Totals

(Net of Depreciation)
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Request for Information

This financial report is designed to provide a general overview of the Okaloosa Island Fire District's
finances for all those with an interest in the District's finances. Questions concerning any of the
information provided in this report or requests for additional information should be addressed to the
Board of Commissioners, Okaloosa Island Fire District, 104 Santa Rosa Boulevard, Fort Walton Beach,
Florida, 32548.
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EXHIBIT A

Governmental
Activities

ASSETS
Cash and Cash Equivalents 684,035$       
Capital Assets (Net of Accumulated Depreciation)

Land 338,700         
Buildings 1,090,172      
Equipment/Machinery 601,477         

TOTAL ASSETS 2,714,384      

DEFERRED OUTFLOWS OF RESOURCES 1,741,821      

LIABILITIES
Accounts Payable 5,799             
Accrued Liabilities 215,027         
Other Postemployment Liability 141,389         
Net Pension Liability 7,832,505      
Non Current Liabilities

Due within one year 71,771           
Due in more than one year 146,611         

TOTAL LIABILITIES 8,413,102      

DEFERRED INFLOWS OF RESOURCES 339,648         

NET POSITION
Investments in Capital Assets, Net of Related Debt 2,030,349      
Unrestricted (Deficit) (6,326,894)     

TOTAL NET POSITION (4,296,545)$   

OKALOOSA ISLAND FIRE DISTRICT
STATEMENT OF NET POSITION

SEPTEMBER 30, 2018
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EXHIBIT B

Net (Expense)
Revenue and

Program Changes In
Revenues Net Position
Operating
Grants and Governmental

Function/Programs Expenses Contributions Activities
Primary Government

Governmental Activities
Public Safety 2,506,720$    -$                   (2,506,720)$   

Total Governmental Activities 2,506,720      -                     (2,506,720)     

Total Primary Government 2,506,720$    -$                   (2,506,720)     

General Revenues
Taxes

Ad Valorem Tax, levied for general purposes 3,402,050      
Intergovernmental Revenue 40,084           
Miscellaneous 3,784             

Total General Revenues 3,445,918      

Change in Net Position 939,198         

Net Position - Beginning of Year (5,149,649)     

Cumulative effect of change
in accounting principle (Note 5) (86,094)          

Net Position - Beginning as Restated (5,235,743)     

Net Position - End of Year (4,296,545)$   

OKALOOSA ISLAND FIRE DISTRICT
STATEMENT OF ACTIVITIES

FOR THE FISCAL YEAR ENDED SEPTEMBER 30, 2018
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EXHIBIT C-1

General
Fund

ASSETS
Cash and Cash Equivalents 684,035$       

TOTAL ASSETS AND OTHER DEBITS 684,035$       

LIABILITIES AND FUND BALANCE
LIABILITIES

Accounts Payable 5,799$           
Accrued Expenses 286,798         

TOTAL LIABILITIES 292,597         

FUND BALANCE
Fund Balance

Committed Fund Balance 146,611         
Unassigned Fund Balance 244,827         

TOTAL FUND BALANCE 391,438         

TOTAL LIABILITIES AND FUND BALANCE 684,035$       

OKALOOSA ISLAND FIRE DISTRICT
BALANCE SHEET - GOVERNMENTAL FUNDS

SEPTEMBER 30, 2018
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EXHIBIT C-2

Fund Balances - Total Governmental Funds - Exhibit C-1 391,438$       

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

   Capital assets used in governmental activities are not financial
   resources and therefore, are not reported in the governmental

   funds.  Those assets consist of: 

Land 338,700$       
Building, Net of $733,876 accumulated depreciation 1,090,172      
Machinery & Equipment,  Net of $1,674,958

accumulated depreciation 601,477         2,030,349      

Deferred inflows of resources and deferred outflows of
resources related to pensions are not available/receivable or
due/payable, respectively, in the current period and therefore,
are not reported in the government funds.

Deferred outflows of resources - pensions 1,741,821      
Deferred inflows of resources - pensions (339,648)        

Other liabilities used in governmental activities are not current
financial resources and, therefore, are not reported in the 
governmental funds.

Net pension liability (7,832,505)     

Long-term liabilities, are not payable in the current
period and therefore, are not reported in the governmental
funds.  Interest on long-term debt is not accrued in
governmental funds, but rather is recognized as an 
expenditure when paid.  All liabilities, both current and
long-term, are reported in the statement of net position.

Balances at September 30, 2018 are:

Compensated Absences (146,611)        
Other postemployment benefits (141,389)        (288,000)        

Net Position of Governmental Activities - Exhibit A (4,296,545)$   

OKALOOSA ISLAND FIRE DISTRICT
RECONCILIATION OF THE GOVERNMENTAL FUNDS BALANCE

FOR THE FISCAL YEAR ENDED SEPTEMBER 30, 2018
SHEET TO THE STATEMENT OF NET POSITION
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EXHIBIT D-1

Total
Governmental

REVENUES Fund
Taxes

Ad Valorem Taxes 3,402,050$    
Intergovernmental Revenue

State Incentive 6,568             
County Revenue 33,516           

Miscellaneous Revenues
Interest Earnings 1,984             
Other Miscellaneous Revenue 1,800             

TOTAL REVENUES 3,445,918      

EXPENDITURES
Public Safety - Fire Control

Personal Services
Salaries 1,305,209      
Payroll Taxes & Employee Benefits 1,316,287      

Operating Expenses
Professional Services 134,974         
Communication Services 3,393             
Utility Services 42,008           
Insurance 33,796           
Repair & Maintenance Services 85,048           
Other Current Changes & Obligations 20,718           
Office Supplies 17,772           
Operating Supplies 78,239           
Subscriptions & Memberships 24,982           

Capital Outlay
Machinery & Equipment 54,903           

TOTAL EXPENDITURES 3,117,329      

EXCESS OF REVENUES OVER (UNDER) EXPENDITURES 328,589         

FUND BALANCE - Beginning of Year 62,849           

FUND BALANCE - End of Year 391,438$       

OKALOOSA ISLAND FIRE DISTRICT
STATEMENT OF REVENUES, EXPENSES & CHANGES IN FUND BALANCE

FOR THE FISCAL YEAR ENDED SEPTEMBER 30, 2018
GOVERNMENTAL FUNDS
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EXHIBIT D-2
Amounts reported for governmental activities in the statement

        of activities are different because:

Net Change in Fund Balances - Governmental Fund - Exhibit D-1 328,589$       

Governmental funds report capital outlays as expenditures.  However,
in the statement of activities, the cost of those assets is allocated
over their estimated useful lives as depreciation expense.  This
is the amount by which depreciation ($186,187) exceeded
capital outlay ($54,903) in the current period. (131,284)        

Under the modified accrual basis of accounting used in the governmental
funds, expenditures are not recognized for transactions that are not
normally paid with expendable available financial sources. In the 
statement of activities, however, which is presented on the accrual basis,
expenses and liabilities are reported regardless of when financial 
sources are available.  This adjustment is the net change in the following
balance:

Accrued Compensated Absences 61,958           

Current change in other postemployment liabilities does not consume 
current resources and therefore, is not reported as an expenditure in the 
governmental fund. (455)               

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.

Change in net pension liabilities 698,492         
Change in deferred outflows (115,117)        
Change in deferred inflows 97,015           680,390         

Changes in Net Position of Governmental Activities - Exhibit B 939,198$       

OKALOOSA ISLAND FIRE DISTRICT
RECONCILIATION OF THE STATEMENT OF REVENUES,

FOR THE FISCAL YEAR ENDED SEPTEMBER 30, 2018
OF GOVERNMENTAL FUNDS TO THE STATEMENT OF ACTIVITIES

EXPENDITURES & CHANGES IN FUND BALANCES
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EXHIBIT E
ASSETS

Investments, at Fair Value
Money Market Fund 273,451$       
Corporate Bonds 814,404         
Mutual Funds 3,943,708      
U.S. Government Securities 232,498         
U.S. Treasury 420,118         
Real Estate 706,212         
Common Stocks 2,168,710      8,559,101$    

Receivables
District Contributions 210,871         
Employee Contributions 3,609             
State Contributions 37,865           

 Accrued Interest and Dividends 13,087           265,432         

TOTAL ASSETS 8,824,533$    

NET POSITION
Fiduciary Net Position

Held in Trust for Pension Benefits 8,824,533$    

OKALOOSA ISLAND FIRE DISTRICT

STATEMENT OF FIDUCIARY NET POSITION 
SEPTEMBER 30, 2018

FIDUCIARY FUND
PENSION TRUST FUND
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EXHIIBIT F
ADDITIONS TO NET POSITION

Contributions
Employer 861,986$           
Employees 96,888               
Florida Division of Retirement 37,865               996,739$           

Investment Gains
Interest/Dividend Income 252,674             
Gain on Sale of Investments 183,033             
Net Appreciation in Fair Value of Investments 213,424             649,131             

Investment Losses
Investment Expenses 49,660               

Net Investment Gain 599,471             

TOTAL ADDITIONS TO NET POSITION 1,596,210          

DEDUCTIONS FROM NET POSITION
Benefit Payments 776,911             
Refunds of Member Contributions 1,579                 
Fiduciary Insurance 2,675                 
Administrative Expenses 45,256               

TOTAL DEDUCTIONS FROM NET POSITION 826,421             

CHANGE IN NET POSITION 769,789             

NET POSITION
Beginning of Year 8,054,744          

End of Year 8,824,533$        

OKALOOSA ISLAND FIRE DISTRICT

STATEMENT OF CHANGES IN FIDUCIARY NET POSITION 
FOR FISCAL YEAR ENDING SEPTEMBER 30, 2018

FIDUCIARY FUND
PENSION TRUST FUND
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REPORTING ENTITY

GOVERNMENT-WIDE AND FUND FINANCIAL STATEMENTS

Unrestricted - This component of net position consists of amounts that do not meet the definition
of "restricted" or "net investment in capital assets".

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

The District is governed by an elected Board of Fire Commissioners.

The Okaloosa Island Fire District (the District) is an independent Special District created in 1977 by
ordinance 77-4 of Okaloosa County, pursuant to Florida law. The legal name of the District is
Okaloosa Island Fire District. 

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Criteria for determining if other entities are potential component units which should be reported
within the District's basic financial statements are identified and described in the Governmental
Accounting Standards Board's (GASB) Codification of Government Accounting and Financial
Reporting Standards, Sections 2100 and 2600. The application of these criteria provides for
identification of any entities for which the Board is financially accountable and other organizations
for which the nature and significance of their relationships with the Board are such that exclusion
would cause the District's basic financial statements to be misleading or incomplete. Based on these
criteria, no component units are reported.

The government-wide statements and the major fund statements along with the notes to the financial
statements comprise the basic financial statements. The government-wide financial statements (i.e.
the statement of net position and the statement of activities) concentrate on the District as a whole.
These statements include the non-fiduciary financial activity of the primary government.

Government-wide financial statement net position is divided into three components - net investment
in capital assets, restricted, and unrestricted.  These classifications are defined as follows:

Net investment in capital assets - This component of net position consists of capital assets,
including restricted capital assets, net of accumulated depreciation and reduced by the outstanding
balances of any bonds, notes, or other borrowings that are attributable to the acquisition,
construction, or improvement of those assets. If there are significant unspent related debt proceeds
at year-end, the portion of the debt attributable to the unspent proceeds is not included in the
calculation of net investment in capital assets. Rather, that portion of the debt is included in the
same net position component as the unspent proceeds.

Restricted - This component of net position consists of constraints imposed by creditors (such as
through debt covenants), contributors, or laws or regulations of other governments, or constraints
imposed by law through constitutional provisions or enabling legislation.
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Restricted fund balance includes amounts that can be spent only for specific purposes stipulated by
external resource providers (for example, impact fees as authorized under FL Statute 191.009(2)),
constitutionally, or through enabling legislation (that is, legislation that creates a new revenue
source and restricts its use). Effectively, restrictions may be changed or lifted only with the
consent of the resource provider.  The District had no restricted funds as of September 30, 2017.

Committed fund balance includes amounts that can be used only for the specific purposes
determined by a formal action of the government's highest level of decision-making authority
which is the Board of Commissioners. Commitments may be changed or lifted only by the
government taking the same formal action that imposed the constraint originally. As of September
30, 2017, the District had committed funds for compensated absences of $208,569.

MEASUREMENT FOCUS, BASIS OF ACCOUNTING, AND FINANCIAL STATEMENT 
PRESENTATION

The government wide financial statements are reported using the economic resources focus and the
accrual basis of accounting. Revenues are recognized when earned and expenses are recorded when a
liability is incurred, regardless of the timing of the related cash flow. Grants are recognized as soon
as the eligibility requirements imposed by the provider are met. 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 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
the revenue to be available if they are collected within 60 days of the end of the current fiscal period.
Expenditures are generally 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.

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

Property taxes are susceptible to accrual. Other receipts and taxes become measurable and available
when cash is received by the District and are recognized as revenue at that time. 

The District reports the following major governmental fund:

The General Fund is the District’s primary operating fund. It accounts for all financial resources of
the governmental entity not required to be accounted for in another fund.

The following is a description of the District's various fund balance accounts:

Nonspendable fund balance includes amounts that are not in a spendable form (prepaid insurance,
for example) or are required to be maintained intact. There are no nonspendable funds as of
September 30, 2017.



OKALOOSA ISLAND FIRE DISTRICT
NOTES TO FINANCIAL STATEMENTS (Continued)

FOR THE FISCAL YEAR ENDED SEPTEMBER 30, 2018

19

BUDGETS AND BUDGETARY ACCOUNTING

Budgets and Encumbrances

Assigned fund balance comprises amounts intended to be used by the government for specific
purposes. Intent can be expressed by the governing body (the board of commissioners) or by
management to whom the governing body delegates the authority. The District had no assigned
funds as of September 30, 2018.

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

MEASUREMENT FOCUS, BASIS OF ACCOUNTING, AND FINANCIAL STATEMENT 
PRESENTATION (Continued)

Unassigned fund balance is the residual classification for the general fund and includes all amounts
not contained in the other classifications. Unassigned amounts are technically available for any
purpose. In funds other than the General Fund, unassigned fund balances are limited to negative
residual balances.  As of September 30, 2018, the District had $244,827 in unassigned balances.

Restricted resources are only used for their specific designation and with approval from the Board of
Commissioners. Committed and Assigned funds are used for their specific designation. If the
District does not have sufficient funds allocated to committed or assigned funds to cover the full cost
of an expenditure, then unassigned funds would be used to cover the remaining portion of the
expense. The District considers committed amounts to be reduced first, followed by assigned
amounts, then unassigned amounts when expenditures are incurred for purposes which amounts in the
unrestricted fund balance classification could be used.

For the year ended September 30, 2018, the District does not report any proprietary funds.

Fiduciary Funds account for assets held by the District in a trustee capacity or as an agent on behalf of
others. Trust funds account for assets held by the District under the terms of a formal trust
agreement.

Pension Trust Fund - The Pension Trust Fund is custodial in nature and does not present results of
operations or have a measurement focus. Pension Trust Funds are accounted for using the
modified accrual basis of accounting. The Pension Trust Fund accounts for the assets of the
District's defined benefit plan (Florida Statute Chapter 175 Firefighters' Pension Trust Fund).

Annual budgets are adopted on a basis consistent with generally accepted accounting principles.
Revenues and expenditures are controlled by a formal budget adopted by the Board of Commissioners
of the District.  The legal level of control for appropriations is exercised at the object level.

The District generally does not have significant encumbrances (commitments related to unperformed
contracts for goods or services), and any such amounts are not recorded in any manner in the
accounting books.
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ASSETS, LIABILITIES, AND NET ASSETS OR EQUITY

Cash and Cash Equivalents

Capital Assets

Assets Years
Building 40
Machinery & Equipment 5-10

Compensated Absences

Fund Equity

The District’s compensated absence policy allows employees to accumulate earned but unused
vacation and sick pay benefits. Employees are entitled to annual leave and sick leave in accordance
with a union contract. Generally, this entitles payment at their regular rate of pay for all accumulated
annual leave upon termination of employment. Employees are vested in sick leave, payable upon
termination of employment, at an increasing percentage of their accumulated sick leave of 10% per
year from the end of the first year of employment. Employees with more than ten years of
employment are fully vested in sick leave. Annual leave is earned based on the length of service.
This entitlement ranges from five service days per year for one to three years of service to twelve
service days for over fifteen years of service. Sick leave is accrued for all employees on the basis of
one service day per month. A maximum of twenty service days of annual leave and twenty service
days of sick leave may be accumulated.

All vacation is accrued when incurred in the government-wide financial statements. A liability for
these amounts is reported in the governmental fund (General Fund) only if they have matured, for
example, as a result of employee resignation or retirement.

In the fund financial statements, governmental funds report reservations of fund balances for amounts
that are not available for appropriation or are restricted by outside parties for use as a specific
purpose. Committed fund balances represent constraints on use imposed by the District itself using
its highest level of decision making authority and can only be removed or changed by taking the same
action. Assigned fund balance is intended to be used for specific purposes and intent is expressed by
the Board of Fire Commissioners.  Unassigned fund balance is available for any purpose.

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

The District’s cash and cash equivalents are considered to be cash on hand, demand deposits, and
balances in the State Board of Administration account. These are all accounts that can be liquidated
without delay or penalties.

Capital assets which include land, buildings, machinery and equipment are reported in the
governmental-type activities in the government-wide financial statements. Capital assets are defined
by acquisitions in excess of $750 cost and with an estimated useful life in excess of one year. Such
assets are recorded at historical cost if purchased or constructed. Donated capital assets are recorded
at  estimated fair market value at the date of donation. 

Capital assets are depreciated using the straight-line method over the estimated useful life of the asset
as follows:
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Deferred Outflows/Inflows of Resources

New Pronouncements

Lien date January 1, 2018
Levy date November 1, 2018
Due date November 1, 2018
Delinquent date April 1, 2019
Tax Certificate Sale Prior to June 1, 2019

The property tax calendar for the current year is as follows:

NOTE 2 - PROPERTY TAXES

Property taxes are due and payable on November 1st of each year. No accrual is made in these
financial statements since these taxes are collected to finance future expenditures. Ad valorem taxes
are billed to property owners through the Okaloosa County Tax Collector’s office and then remitted
to the District upon collection. Delinquent taxes are generally immaterial in amount and therefore, not
recorded as a receivable on the balance sheet.

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

In addition to assets, the Statements of Net Position will sometimes include a separate section for
deferred outflows of resources. This separate financial statement element, deferred outflows of
resources, represents a consumption of net position that applies to a future period(s) and so will not
be recognized as an outflow of resources (expense) until then. The District has one item related to
pensions that qualifies for reporting this category.

In addition to liabilities, the Statements of Net Position will sometimes include 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 then. The District has one item related to
pensions that qualifies for reporting this category.

The GASB issued Statements No. 75, Accounting and Financial Reporting for Postemployment
Benefits Other Than Pensions, establishes new accounting and financial reporting requirements for
governments whose employees are provided with OPEB, as well as for certain nonemployer
governments that have a legal obligation to provide financial support for OPEB provided to the
employees of other entities. This Statement was implemented during the fiscal year ended September
30, 2018. Implementation of this statement has resulted in a prior period adjustment which reduced
the beginning net position by $86,094 in the Statement of Activities. (See Note 5).
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CASH AND INVESTMENTS 

Deposits 

Cash on Hand 298$            
Cash in Bank 683,730       
Local Government Surplus Funds

Investment Pool Trust Fund 7                  

Cash & Cash Equivalents 684,035$     

Investment of Excess Cash

NOTE 3 - DETAILED NOTES ON ALL FUNDS

Cash and cash equivalents are as follows:

The District invests excess cash in the State of Florida Local Government Surplus Trust Funds
Investment Pool, which is administered by the State Board of Administration (SBA). Florida Statutes
authorize the investment of surplus funds in interest-bearing time deposits or savings accounts, the
State of Florida Local Government Surplus Trust Funds, and certain obligations of the United States
Government. The State of Florida provides regulatory oversight for the external investment pool in
which the District invests. The pool meets the “2A-7 like” criteria of GASB Statement No. 72;
therefore, the fair value is the same as the value of the pool shares. These funds are considered to be
cash equivalents and not securities. Investments with the State of Florida Local Government Trust
Funds Investment Pool were $7 at September 30, 2018. 

The District maintains deposits with "Qualified Public Depositories" as defined in Chapter 280,
Florida Statutes. All Qualified Public Depositories must place with the Treasurer of the State of
Florida securities in accordance with collateral requirements determined by the State's Chief Financial
Officer. In the event of default by a Qualified Public Depository, the State Treasurer will pay public
depositors all losses. Losses in excess of insurance and collateral will be paid through assessments
between Qualified Public Depositories.

Under this method, all the District's deposits are fully insured or collaterized at the highest level as
defined by GASB Statement No 40, Deposits and Investment Disclosures (An Amendment of GASB
Statement No 3).

The bank carrying balance at September 30, 2018, was $702,816. FDIC insurance covers $250,000,
with the remaining amount covered by Chapter 280, Florida Statutes. Reconciled book balance was
$683,730.
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CAPITAL ASSETS

Beginning Ending
Primary Government Balance Increases Decreases Balance
Governmental Activities

Capital asset, being depreciated-
Buildings 1,824,048$    -$                 -$                  1,824,048$    
Machinery & Equipment 2,221,532      54,903          -                    2,276,435      

Less: Depreciation for - 
Buildings (688,273)        (45,601)        -                    (733,874)        
Machinery & Equipment (1,534,374)     (140,586)      -                    (1,674,960)     

Gov't Activities, Capital Assets, Net 1,822,933$    (131,284)$    -$                  1,691,649$    

Governmental
Public Safety 186,187$     

LONG-TERM DEBT
Compensated Absences

Sick Vacation Total

Balance at October 1, 2017 68,063$      208,569$    276,632$     
Increase (Decrease) During Year 3,708          (61,958)       (58,250)        

Balance at September 30, 2018 71,771$      146,611$    218,382$     

Changes in Long-Term Liabilities

Beginning Payments & Ending 
Balance Increases Other Decreases Balance

Liability for OPEB obligation 140,934$     455$           -$                141,389$     
Net Pension Liability 8,530,997    698,492      7,832,505    
Accrued Compensated Absences 208,569       61,958        146,611       

Total long-term liabilities 8,880,500$  455$           760,450$    8,120,505$  

Capital asset activity for the fiscal year ended September 30, 2018 is as follows:

NOTE 3 - DETAILED NOTES ON ALL FUNDS (Continued)

Depreciation has been charged to the functions/programs of the primary government-

The following is an analysis of accumulated annual leave and sick leave liability: 

A summary of changes in  long-term liabilities at September 30, 2018, is as follows:
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Plan Description

13
-             

19
32

Benefits Provided

Full-time employees who are classified as full-time certified firefighters shall participate in the
System as a condition of employment.

Benefit Amount: Member will receive the vested portion of his (her) accrued benefit payable at the
otherwise Normal Retirement Date.

y , ,
Annuitants, receive annual 3% benefit increases beginning the first October 1 following 5 years of
retirement.

Vesting
Schedule:  100% after 10 years of Credited Service.

Supplemental Monthly Benefit

Eligibility:  Age 50 and 10 Years of Credited Service.
Benefit Amount:  Accrued benefit, reduced 3% for each year prior to Normal Retirement.

The Plan provides retirement, termination, disability and death benefits as follows:

a)  Two District appointees,

NOTE 4 - DEFINED BENEFIT PENSION PLAN

The Plan is a single-employer defined benefit pension plan administered by the Plan's Board of
Trustees comprised of:

b)  Two Members of the Department elected by the membership,
c)  One Member of the Department elected by District.

Plan Membership as of October 1, 2017:

Normal and Early service retirees receive $250 (reduced for Early) for life.

Cost-of-Living Increase

Normal Retirement
Eligibility: Earlier of age 55 and the completion of 10 years of Credited Service or age 52 and the
completion of 25 years of Credited Service.
Benefit Amount:  3.5% of Average Final Compensation of Credited Service.

Early Retirement

Inactive Plan Members or Beneficiaries 
Inactive Plan Members Entitled to But Not Yet Receiving 
Active Plan Members
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Contributions

Net Pension Liability

Actuarial Assumptions

2.50%
Service Based

7.50%
7.50%

Mortality Rate

The Sponsor's Net Pension Liability was measured as of September 30, 2018.
The Total Pension Liability used to calculate the Net Pension Liability was determined as of that date.

The Total Pension Liability was determined by an actuarial valuation as of October 1, 2017 updated
to September 30, 2018 using the following actuarial assumptions.

Inflation

The Long-Term Expected Rate of Return on Pension Plan investments was determined using a
building-block method in which best-estimate ranges of expected future real rates of return (expected
returns, Net of Pension Plan investment expenses and inflation) are developed for each major asset
class.

Salary Increases

Investment Rate of Return
Discount Rate

RP-2000 Mortality Table (Combined Healthy) with no projection. Disabled lives are set forward five
years.  

The significant assumptions are based upon the most recent actuarial experience study dated August
23, 2017.

The reporting period is October 1, 2017 through September 30, 2018.

Disability Retirement
Eligibility: 10 years of credited service for non-service related; coverage from date of hire for service-
incurred. 

Vested:  Monthly accrued benefit payable to designated beneficiary for 10 years.
Non-Vested: Refund of accumulated contribution without interest.

District and State Contributions: Remaining amount required in order to pay current costs and
amortize unfunded past service cost, if any, as provided in Chapter 112, Florida Statutes.

Death Benefits Pre-Retirement

Benefit Amount: Accrued benefit, but not less than 42% of Average Final Compensation (if Service
Incurred)

NOTE 4 - DEFINED BENEFIT PENSION PLAN (Continued)

The measurement period for the pension expense was October 1, 2017 to September 30, 2018.
The measurement date is September 30, 2018.

Member Contributions:  8.0% of Salary.
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Actuarial Assumptions (Continued)

Asset 
Class

Domestic Equity 50%
International Equity 15%
Broad Market Fixed Inc. 20%
Global Fixed Income 5%
Real Estate 10%

100%

Best estimates of arithmetic real rates of return for each major asset class included in the Pension
Plan's target asset allocation as of September 30, 2017 are summarized in the following table:

NOTE 4 - DEFINED BENEFIT PENSION PLAN (Continued)

Target 
Allocation

Long Term Expected        
Real Rate of Return

The projection of cash flows used to determine the Discount Rate assumed that Plan Member
contributions will be made at the current contribution rate and that Sponsor contributions will be
made at rates equal to the difference between actuarially determined contribution rates and the
Member rate. Based on those assumptions, the Pension Plan's Fiduciary Net Position was projected
to be available to make all projected future benefit payments of current plan members. Therefore, the
Long-Term Expected Rate of Return on Pension Plan investments was applied to all periods of
projected benefit payments to determine the Total Pension Liability.

7.50%
8.50%
2.50%

4.50%

Discount Rate
The Discount Rate used to measure the Total Pension Liability was 7.50%.

3.50%

Net Pension Liability of Sponsor

The components of the net pension liability of the sponsor on September 30, 2018 were as follows:

Total Pension Liability
Plan Fiduciary Net Position
Sponsor's Net Pension Liability
Plan Fiduciary Net Position as a percentage of

Total Pension Liability

16,657,039$   
(8,824,533)     
7,832,506$     

52.98%
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Total Pension 
Liability 

 
Fiduciary Net 

Position
Net Pension 

Liability
(a) (b) (a)-(b)

 $   16,585,741  $  8,054,744  $  8,530,997 

           281,575                     -         281,575 
        1,183,662                     -      1,183,662 

80,459            -                             80,459 
(695,908)         -                          (695,908)

-                      861,986              (861,986)
-                      37,865                  (37,865)
-                      96,888                  (96,888)
-                      599,470              (599,470)

(778,491)         (778,491)                          - 
-                      (47,929)                  47,929 
-                      -                                       - 

71,297            769,789              (698,492)

16,657,038$   8,824,533$  7,832,505$   

1% Decrease Rate 1% Increase
6.75% 7.75% 8.75%

 $   10,247,838  $  7,832,505  $  5,876,145 

Service Cost
Interest
Change in Excess State Money
Change sf benefit terms
Contributions-Employer

Detailed information about the pension plan's fiduciary net position is available in a
separately issued Plan financial report.

The sensitivity of the Net Pension Liability to changes in the discount rate are as
follows:

Current Discount

Sponsor's Net Pension Liability

Pension plan fiduciary position

of Employee Contributions
Administrative Expense

Benefit Payments, Including Refund

NOTE 4 - DEFINED BENEFIT PENSION PLAN (Continued)

Balances at September 30, 2018

Increase (Decrease)

Changes for a Year:

Other Changes
New Changes

Balance at September 30, 2019

Contributions-State
Contributions-Employee
Net Investment Income
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Deferred 
Outflows of 
Resources

Deferred 
Inflows of 
Resources

 $       29,454  $     339,648 
        692,536                     - 

        119,980                     - 

899,851       -                   
 $  1,741,821  $     339,648 

2109  $     141,738 
2020  $     168,937 
2021  $       46,422 
2022  $       50,887 
2023  $       47,169 

       Thereafter  $       47,169 

Investments

Common Stock  $  2,168,710 
U.S. Treasury         420,118 
Government Securities         232,498 
Money Market Funds         273,451 
Corporate Bonds         814,404 
Real Estate         706,212 
Mutual Funds      3,943,708 

Total  $  8,559,101 

The Plan’s investments were being held by Salem Trust Company, Inc. Investments at
September 30, 2017, consist of the following:

Net Differences Between Projected and 
Actual Earnings on Pension Plan Investments

Amounts reported as deferred outflows of resources and deferred inflows of resources related to
pensions will be recognized in pension expense as follows:

Year ended September 30:

    Related to Pensions

For the year ended September 30, 2018, the Sponsor will recognize a pension expense of $1,037,867.
On September 30, 2018, the Sponsor reported deferred outflows of resources and deferred inflows of
resources related to pensions from the following sources:

Differences between Expected and Actual Experience
Changes of Assumptions

Employer and State Contributions Subsequent
to the Measurement Date

NOTE 4 - DEFINED BENEFIT PENSION PLAN (Continued)

Pension Expense and Deferred Outflows of Resources and Deferred Inflows of Resources
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Investments (Continued)

Investment Type Fair Value Less than 1 1-5 6-10 More than 10
Corporate Bonds  $       814,404  $          91,395  $     428,401  $     248,641  $      45,967 
Gov't Securities           232,498                       -                     -             3,393        229,105 
US Treasury           420,118                       -         164,571         141,030        114,517 

Totals  $    1,467,020  $          91,395  $     592,972  $     393,064  $    389,589 

Fair Value
Aaa 434,547$        
A1 to A3 273,920          
Baa1-Baa3 526,055          
NR 232,498          
Total 1,467,020$     

Rating 

The Fund’s investments in government securities and corporate bonds had maturities as follows:

NOTE 4 - DEFINED BENEFIT PENSION PLAN (Continued)

State law limits investments in corporate bonds and governmental securities to the top 3 ratings issued 
by nationally recognized statistical rating organizations. The Plan’s corporate bonds and
governmental securities were rated by Moody’s Investors Services as follows:

             Investment maturities (in years)

The Fund has a formal investment policy that limits investment maturities as a means of managing its
exposure to fair value losses arising from increasing interest rates. 

No more than 3% of the Plan's assets shall be invested in the common stock or capital stock of any
one issuing company, nor shall the aggregate investment in any one issuing company exceed 3% of
the outstanding capital stock of the company. The value of bonds issued by any single corporation
shall not exceed 3% of the total fund. The Plan limits investments in corporate common stock and
convertible bonds and shall not exceed 60% of the Plan assets at cost or 70% of the Plan assets at
market value.  Foreign securities shall not exceed 10% of the value at market of the total portfolio.

The District categorizes its fair value measurement within the fair value hierarchy established by
generally accepted accounting principles. The hierarchy is based on the valuation inputs used to
measure the fair value of the asset. Level 1 inputs are quoted prices in active markets for identical
assets, Level 2 inputs are significant other observable inputs; and Level 3 inputs are significant
unobservable inputs.
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Investments (Continued)

Quoted Prices Significant
in Active Other Significant

Markets for Observable Unobservable
Identical Assets Inputs Inputs

Total (Level 1) (Level 2) (Level 3)

273,451$        273,451$     -$                 -$                

273,451$        273,451$     -$                 -$                

2,032,958$     2,032,958$  -$                 -$                
94,172            94,172         -                   -                  

3,339,350       3,339,350    -                   -                  
5,466,480       5,466,480    -                   -                  

420,118          420,118       -                   -                  
232,498          -                   232,498        -                  
814,403          -                   814,403        -                  
41,581            41,581          -                  

604,358          604,358       -                   -                  
2,112,958       1,024,476    1,088,482     -                  

7,579,438$     6,490,956$  1,088,482$   -$                

Investments measured at the net asset value (NAV)

706,212$        

Investments by fair value level

   Equity securities:
      Common Stocks

      Mutual Funds

NOTE 4 - DEFINED BENEFIT PENSION PLAN (Continued)

The following table presents the Plan’s investments  at September 30, 2018:

   Real Estate Fund

Total investments by fair value

Total investments by amortized cost

     Mutual Funds - Fixed Income

Total equity securities

Total debt securities

Investments by amortized cost

   Goldman Sachs 

      Unit Investment Trust

   Debt securities:
      U.S. treasury securities
      Government securities
      Corporate bonds
      Foreign bonds

Fair Value Measurements Using
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 $         9,157 
            4,528 
                    - 
           (8,982)
           (4,248)
               455 
        140,934 
 $     141,389 

Changes of Assumptions

Net OPEB Obligation, end of year

The District's annual OPEB cost (expense) is calculated based on the annual required contribution
(ARC), an amount actuarially determined in accordance with government accounting standards. The
ARC represents a level of funding that if paid on an ongoing basis, is projected to cover normal cost
each year and amortize any unfunded actuarial liabilities over a period not to exceed 30 years. For the
fiscal year ended September 30, 2018, the District recognized OPEB expenses of $4,703. The
following table shows the District's annual OPEB cost for the year, the amount actually contributed to
the plan, and changes in the District's net OPEB obligation:

The District does not offer any explicit subsidies for retiree coverage. Retirees are required to enroll
in the Federal Medicare program for their primary coverage as soon as they are eligible. The rates
paid by the retirees eligible for Medicare are reduced by the Medicare premium. The Plan does not
issue a stand-alone report, and it is not included in the report of a Public Employee Retirement
System or another entity.

Funding Policy

Contribution requirements of the District and plan members are established and may be amended
through action from the District board. The District has not advance-funded or established a funding
methodology for the annual Other Postemployment Benefit (OPEB) costs or the net OPEB obligation,
and the Plan is financed on a pay-as-you-go basis. For the 2017-2018 fiscal year, one retiree received
postemployment health care benefits.

Annual OPEB Cost and Net OPEB Obligation

Benefit Payments
Net Change in Total OPEB Liability
Net OPEB Obligation, beginning of year

Service Cost
Interest
Change of benefit terms

The Postemployment Healthcare Benefits Plan (Plan) is a single employer defined benefit plan
administered by the District. Pursuant to the provisions of Section 112.0801, Florida Statutes, former
employees who retire from the District, and eligible dependents, may continue to participate in the
District's health and hospitalization plan for medical, and prescription drug coverage. The District
subsidizes the premium rates paid by retirees by allowing them to participate in the plan at a reduced
or blended group (implicitly subsidized) premium rate for both active and retired employees. These
rates provide an implicit subsidy for retirees because, on an actuarial basis, their current and future
claims are expected to result in higher costs to the plan on average than those of active employees.

NOTE 5 - OTHER POSTEMPLOYMENT BENEFITS
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$2,229,035 
Net OPEB Liability as a percentage of

38.39%

3.64%
3.06%

                   
1% 

Increase 
4.64%

 $      141,389  $ 126,375 

                   
1% 

Increase 
5.00%-
9.75%

 $      141,389  $ 167,829  $  120,159 

Total OPEB Liability (Asset)

                                         
Current          

Discount Rate         
3.64%

Sensitivity of the Total OPEB Liability to changes in the Healthcare Cost Trend Rates:

Fiscal Year Ending September 30, 2018:
Fiscal Year Ending September 30, 2017:

Sensitivity of the Total OPEB Liability to changes in the Discount Rate:

Total OPEB Liability would be if it were calculated using a discount rate that is one percentage-
point lower or one percentage-point higher than the current discount rate:

Covered Employee Payroll

Covered Employee Payroll

Notes to Schedule:

Changes of Assumptions. Changes of assumptions and other inputs reflect the effects of changes
in the discount rate each period.  The following are the discount rates used in each period:

                
1% 

Decrease 
3.00%-
7.75%

                                         

Healthcare Cost 

Trend Rates         

4.00%-8.75%
Total OPEB Liability (Asset)

NOTE 5 - OTHER POSTEMPLOYMENT BENEFITS (Continued)

As of September 30, 2018, the most recent valuation date, the actuarial accrued liability for
benefits was $141,389 and the actuarial value of assets was $0, resulting in an unfunded actuarial
accrued liability (UAAL) of $141,389. The covered payroll (annual payroll of active
participating employees) was $1,204,581 for the 2017-2018 fiscal year, and the ratio of unfunded
actuarial accrued liability to the covered payroll was 11.74%.

Funded Status and Funding Progress

The District's annual OPEB cost, the percentage of annual OPEB cost contributed to the plan, and
the net OPEB obligation as of September 30, 2017, are as follows:

                
1% 

Decrease 
2.64%

 $  156,833 
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Plan Membership

Actuarial Method and Assumptions

The District qualifies for the Alternative Measurement Method in Accordance with GASB 75;
therefore, changes in the total OPEB Liability are not permitted to be included in deferred
outflows of recourses or deferred inflows of resources related to OPEB. These changes will be
immediately recognized through OPEB Expense.

The District's OPEB actuarial valuation as of September 30, 2017, used the Entry Age Normal
actuarial method with amortization on a level percentage basis, to estimate the unfunded and
funded actuarial liability as of September 30, 2018 and to estimate the District's 2017-2018 fiscal
year ARC. Because the OPEB liability is currently unfunded, the actuarial assumptions included
a 3.64% discount rate which is based on the September 20, 2017 Bond Buyer 20-Bond Index rate
as published by the Federal Reserve.

The GASB issued Statement No. 75, Accounting and Financial Reporting for Postemployment
Benefits Other Than Pensions which is effective for financial statements for fiscal years
beginning after June 15, 2017 and has been implemented during the fiscal year ended September
30, 2018. Implementation of this statement has resulted in a restatement of OPEB liability and
beginning net position totaling $86,094 in the Statement of Activities.

Projections of benefits for financial reporting purposes are based on the substantive plan
provisions, as understood by the employer and participating members, and include the types of
benefits provided at the time of each valuation and the historical pattern of sharing of benefit
costs between the employer and participating members. The actuarial methods and assumptions
used include techniques that are designed to reduce the effects of short-term volatility in actuarial
accrued liabilities and the actuarial value of assets, consistent with the long-term perspective of
the calculations.

Actuarial valuations of an ongoing plan involve estimates of the value or reported amounts and
assumptions about the probability of occurrence of events far into the future. Examples include
assumptions about future employment and termination, mortality, and healthcare cost trends.
Amounts determined regarding the funded status of the Plan and the annual required
contributions of the employer are subject to continual revision as actual results are compared with
past expectations and new estimates are made about the future. The required schedule of funding
progress immediately following the notes to the financial statements presents multiyear trend
information about whether the actuarial value of the Plan assets is increasing or decreasing over
time relative to the actuarial accrued liability for benefits.

As of September 30, 2018, the most recent valuation date, the plan was compromised of 18 active
participants and 1 inactive participants receiving benefits.
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NOTE 6 - SUBSEQUENT EVENTS

The District did not have any subsequent events through July 9, 2019 (the date the financial
statements were available to be issued) required to be recorded or disclosed in the financial
statements for the year ended September 30, 2018.



REQUIRED SUPPLEMENTARY INFORMATION
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Variable
Favorable

Original Final Actual (Unfavorable)
REVENUES

Taxes
Ad Valorem Taxes 3,349,681$  3,349,681$  3,402,050$  52,369$       

Intergovernmental Revenue
State Incentive -                   -                   6,568           6,568           
County Revenue 33,516         33,516         33,516         -                   

Miscellaneous Revenues
Interest Earnings -                   -                   1,984           1,984           
Other Miscellaneous Revenue -                   -                   1,800           1,800           
Contingency Reserve -                   -                   
Hurricane Reserve -                   -                   
Cash Brought Forward 591,872       591,872       -                   (591,872)      

TOTAL REVENUES 3,975,069    3,975,069    3,445,918    (529,151)      

EXPENDITURES
Public Safety - Fire Control

Personal Services
Salaries 1,436,631    1,436,631    1,305,209    131,422       
Payroll Taxes & Employee Benefits 1,340,000    1,340,000    1,316,287    23,713         

Operating Expenses
Professional Services 132,500       132,500       134,974       (2,474)          
Accounting & Auditing 14,250         14,250         14,250         
Communication Services 4,000           4,000           3,393           607              
Utility Services 45,000         45,000         42,008         2,992           
Insurance 34,600         34,600         33,796         804              
Repair & Maintenance Services 120,000       120,000       85,048         34,952         
Other Current Changes & Obligations 20,000         20,000         20,718         (718)             
Office Supplies 12,500         12,500         17,772         (5,272)          
Operating Supplies 119,500       119,500       78,239         41,261         
Subscriptions & Memberships 21,000         21,000         24,982         (3,982)          

Capital Outlay
Machinery & Equipment 65,000         65,000         54,903         10,097         
Vehicles -                   -                   -                   

 Contingency 610,088       610,088       -                   610,088       

TOTAL EXPENDITURES 3,975,069    3,975,069    3,117,329    857,740       
EXCESS OF REVENUES OVER

(UNDER) EXPENDITURES -                   -                   328,589       328,589       
FUND BALANCE - Beginning of Year -                   -                   62,849         62,849         

FUND BALANCE - End of Year -$                 -$                 391,438$     391,438$     

OKALOOSA ISLAND FIRE DISTRICT

FOR THE FISCAL YEAR ENDED SEPTEMBER 30, 2018
BUDGETARY COMPARISON SCHEDULE - GOVERNMENTAL FUND
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9/30/2018 9/30/2017 9/30/2016

281,575$      331,319$      312,345$      
1,183,662     1,192,561     1,102,924     
(695,908)       -                    -                   

Differences between Expected and Actual Experience 80,459          34,366          (291,603)      
-                    295,819        658,466        
-                    -                    -                   

Benefit Payments, including Refunds of Employee Contributions (778,491)       (649,774)       (639,223)      
71,297          1,204,291     1,142,909     

16,585,741   15,381,450   14,238,541   
16,657,038$ 16,585,741$ 15,381,450$ 

861,986$      782,613$      775,574$      
37,865          36,660          45,330          
96,888          95,126          91,087          

Contributions- Buy Back -                    -                    -                   
599,470        836,918        288,447        

Benefit Payments, including Refunds of Employee Contributions (778,491)       (649,774)       (639,223)      
Administrative Expense (47,929)         (17,166)         (23,642)        

769,789        1,084,377     537,573        
8,054,744     6,970,367     6,432,794     
8,824,533$   8,054,744$   6,970,367$   

Net Pension Liability - Ending (a) - (b) 7,832,505$   8,530,997$   8,411,083$   

Plan Fiduciary Net Position as a percentage 
   of the Total Pension Liability 52.98% 48.56% 45.32%

Covered Employee Payroll* 1,211,105$   1,189,075$   1,146,514$   

Net Pension Liability as percentage of Covered Payroll 646.72% 717.45% 733.62%

*The covered employee payroll numbers shown are in compliance with GASB 82.

OKALOOSA ISLAND FIRE DISTRICT
REQUIRED SUPPLEMENTARY INFORMATION

SCHEDULE OF CHANGES IN NET PENSION LIABILITY AND RELATED RATIOS
(UNAUDITED)

Total Pension Liability

Contributions- Buy Back

Net Change in Total Pension Liability
Total Pension Liability - Beginning
Total Pension Liability - Ending (a)

Service Cost
Interest
Changes of benefit terms

Changes of assumptions

Net Change in Plan Fiduciary Net Position
Plan Fiduciary Net Position - Beginning
Plan Fiduciary Net Position - Ending (b)

Plan Fiduciary Net Position
Contributions- Employer
Contributions- State
Contributions- Employees

Net Investment Income
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9/30/2018 9/30/2017 9/30/2016

899,851$      819,273$      820,904$      

899,851        819,273        820,904        
-$                  -$                  -$                 

Covered Employee Payroll* 1,211,105$   1,189,075$   1,146,514$   

Contributions as a percentage of Covered Employee Payroll 74.30% 68.90% 71.60%

*The covered employee payroll numbers shown are in compliance with GASB 82.

Contributions in relation to the Actuarially

Contributions Deficiency (Excess)
Determined Contributions

OKALOOSA ISLAND FIRE DISTRICT
REQUIRED SUPPLEMENTARY INFORMATION

SCHEDULE OF CONTRIBUTIONS
(UNAUDITED)

Actuarially Determined Contribution
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Valuation Date:

Notes:

Actuarial cost Method:
Amortization method: Level % of Pay, Closed

30 Years

Inflation: 3.0% per year

Mortality:

Interest Rate: 7.75% per year, compounded annually

Retirement Age:

Early Retirement:

Disability Rates:

Salary Increases:

Payroll Increases:

Termination and Disability Rate Table:
% Terminating

Age During the Year
20 9.30%
30 7.90%
40 4.30%
50 1.10%

% Becoming

Remaining 
amortization period:

RP 2000 Combined Healthy Mortality Table, with no projection. Disabled
lives are set forward 5 years. Based on study over 650 public safety funds,
this table reflects a 10% margin for future mortality improvements.

Age 55 and 10 years of Credited Service, or age 52 and 25 years of Credited
Service. Also, any member who has reached Normal Retirement is assumed
to continue employment for one additional year.

Commencing with the earliest Early Retirement Age (50), members are
assumed to retire with an immediate subsidized benefit at the rate of 2% per
year.
See table below. It is assumed that 75% of Disability Retirees are service
related.

0.03%
0.04%
0.07%
0.18%

Disable During the Year

Individual Entry-Age Actuarial Cost Method

7.0% per year until the assumed retirement age.

3.5% per year.

Actuarial Value of Assets is brought forward using the historical four-year
geometric average of Market Value Returns (net-of-fees). It is impossible
that over time this technique will produce an insignificant bias above or
below Market Value of Assets.

Termination Rates:

Asset Valuation 
Method:

See table below.

Methods and Assumptions Used to Determine Contribution Rates:

October 1, 2016

Actuarially determined contribution rates are calculated as of October 1, two
years prior to the end of the fiscal year in which contributions are reported.

OKALOOSA ISLAND FIRE DISTRICT
REQUIRED SUPPLEMENTARY INFORMATION

NOTES TO THE SCHEDULE OF CONTRIBUTIONS
(UNAUDITED)
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2018
 $        9,157 
           4,528 
                   - 
         (8,982)
         (4,248)
              455 
       140,934 
 $    141,389 

 $ 2,229,035 

Net OPEB Liability as a Percentage of
         Covered Employee Payroll 38.39%

The actuarial methods and assumptions used to calculate the total OPEB liability are described in Note 5
to the financial statements.

The net OPEB liability amount presented for each fiscal year was determined as of September 30
measurement date prior to the fiscal year-end.

The schedule is intended to present ten years of data. Additional years of data will be presented as they
become available. 

Service Cost
Interest
Change of benefit terms
Changes of Assumptions
Benefit Payments
Annual OPEB Cost (Expense)
Net OPEB Obligation, beginning of year
Net OPEB Obligation, end of year

YEAR ENDED SEPTEMBER 30,

Notes to Schedule

COVERED EMPLOYEE PAYROLL

OKALOOSA ISLAND FIRE DISTRICT
SCHEDULE OF CHANGES IN NET OPEB

LIABILITY AND RELATED RATIOS (UNAUDITED)
FOR THE FISCAL YEAR ENDED SEPTEMBER 30, 2018
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To the Board of  Commissioners
Okaloosa Island Fire District
Fort Walton Beach, Florida

Fort Walton Beach, Florida

Management is responsible for the Okaloosa Island Fire District's compliance with those requirements.
Our responsibility is to express an opinion on the Okaloosa Island Fire District's compliance based on
our examination.

Our examination was conducted in accordance with attestation standards established by the American
Institute of Certified Public Accountants. Those standards require that we plan and perform the
examination to obtain reasonable assurance about whether the District compiled, in all material respects,
with the specified requirements referenced above. An examination involves performing procedures to
obtain evidence about whether the District compiled with the specified requirements. The nature,
timing, and extent of the procedures selected depend on our judgment, including the assessment of the

                
In our opinion, the Okaloosa Island Fire District complied, in all material respects, with Florida Statute
218.415 with regards to the investments for the year ended September 30, 2018.

July 9, 2019

Nicholson, Reeder & Reynolds, P.A.
Certified Public Accountant

INDEPENDENT ACCOUNTANT'S REPORT ON AN EXAMINATION OF
COMPLIANCE REQUIREMENTS IN ACCORDANCE WITH CHAPTER 10.550, RULES

OF THE AUDITOR GENERAL

We have examined Okaloosa Island Fire District's compliance with Florida Statute 218.415, Florida
Statutes, Local Government Investment Policies,  during the year ended September 30, 2018.

Nicholson, Reeder & Reynolds
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To the Board of  Commissioners
Okaloosa Island Fire District
Fort Walton Beach, Florida

Internal Control Over Financial Reporting

Nicholson, Reeder & Reynolds, P.A.
Certified Public Accountant

REPORT ON INTERNAL CONTROL OVER FINANCIAL REPORTING AND ON 
COMPLIANCE AND OTHER MATTERS BASED ON AN AUDIT OF FINANCIAL 

STATEMENTS PERFORMED IN ACCORDANCE WITH GOVERNMENTAL 
AUDITING STANDARDS

We have audited, in accordance with the auditing standards generally accepted in the United
States of America and the standards applicable to the financial audits contained in Government 
Auditing Standards issued by the Comptroller of the United States, the financial statements of
the governmental activities, each major fund, and the aggregate remaining fund information of
Okaloosa Island Fire District, ("the District") as of and for the year ended September 30, 2018,
and the related notes to the financial statements, which collectively comprise the District's basic
financial statements, and have issued our report thereon dated July 9, 2019. 

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.

In planning and performing our audit, we considered the District'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 the District's internal control.
Accordingly, we do not express an opinion on the effectiveness of the District's internal control. 

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 that might be deficiencies, significant deficiencies or material weaknesses,
and, therefore, there can be no assurance that all such deficiencies have been identified. We did
not identify any deficiencies in internal control over financial reporting that we consider to be
material weaknesses, as defined above.
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Page Two

Compliance and Other Matters

Purpose of this Report

Fort Walton Beach, Florida
July 9, 2019

Nicholson, Reeder & Reynolds

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.

As part of obtaining reasonable assurance about whether the 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 result of our tests disclosed no
instances of noncompliance or other matters that are required to be reported under Government 
Auditing Standards . 

Okaloosa Island Fire District
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To the Board of  Commissioners
Okaloosa Island Fire District
Fort Walton Beach, Florida

We conducted our audit in accordance with auditing standards generally accepted in the United States of
America; the standards applicable to financial audits contained in Government Audit Standards, issued by
Comptroller General of the United States.

Other Reports
We have issued our Independent Auditor's Report on Internal Control over Financial Reporting and
Compliance and Other Matters Based on an Audit of the Financial Statements Performed in Accordance
with Government Auditing Standards and Independent Accountant's Report on an examination
conducted in accordance with AICPA Professional Standards, AT-C Section 315, regarding compliance
requirements in accordance with Chapter 10.550, Rules of the Auditor General. Disclosures in those
reports are dated July 9, 2019, should be considered in conjunction with this management letter.

Prior Audit Findings
Section 10.554(1)(i)1., Rules of the Auditor General, requires we determine whether or not corrective
actions have been taken to address findings and recommendations made in the preceding annual
financial audit report. There were no recommendations made in the preceding annual financial audit
report.

Office Title and Legal Authority 
Section 10.554(1)(i)4., Rules of the Auditor General, requires that the name or official title and legal
authority for the primary government each component unit of the reporting entity be disclosed in this
management letter, unless disclosed in the notes to the financial statements. The Okaloosa Island Fire
District was established by Florida Special Act in 1977 by ordinance 77-4.

Financial Condition
Sections 10.554(1)(i)5.a. and 10.556(7), Rules of the Auditor General, require we report the results of
our determination as to whether or not Okaloosa Island Fire District has met one or more of the
conditions described in Section 218.503(1), Florida Statutes, and identification of the specific
condition(s) met. In connection with our audit, we determined that the Okaloosa Island Fire District did
not meet any of the conditions described by Section 218.503(1), Florida Statutes.

Auditor's Responsibility

Nicholson, Reeder & Reynolds, P.A.
Certified Public Accountant

MANAGEMENT LETTER

Report on the Financial Statements
We have audited the financial statements of the Okaloosa Island Fire District ("District"), Fort Walton
Beach, Florida, as of and for the fiscal year ended September 30, 2018, and have issued our report thereon
dated July 9, 2019.
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Page Two

Fort Walton Beach, Florida

We greatly appreciate the assistance and cooperation extended to us during our audit.

July 9, 2019

Other Matters
Section 10.554(1)(i)3., Rules of the Auditor General, requires that we address noncompliance with
provisions of contracts or grant agreements, or abuse, that have occurred, or are likely to have occurred,
that have an effect on the financial statements that is less than material but which warrants the attention
of those charged with governance.  In connection with our audit, we did not have any such findings.

Purpose of this Letter
Our management letter is intended solely for the information and use of the Legislative Auditing
Committee, members of the Florida Senate and the Florida House of Representatives, the Florida
Auditor General, Federal and other granting agencies, the Board of Fire Commissioners, and applicable
management, and is not intended to be and should not be used by any other than these specified parties.

Nicholson, Reeder & Reynolds

Financial Condition (Continued)
Pursuant to Sections 10.554(1)(i)5.c. and 10.556(8), Rules of the Auditor General, we applied financial
condition assessment procedures. It is management's responsibility to monitor the Okaloosa Island Fire
District's financial condition, and our financial condition assessment was based in part on
representations made by management and the review of financial information provided by same.

Okaloosa Island Fire District

Section 10.544(1)(i)2., Rules of the Auditor General, requires that we communicate any
recommendations to improve financial management. In connection with our audit, we did not have any
such recommendations.
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