
Please include this email as a cover sheet to the audit report: 
 
Each year, around February, Yavapai County Benefits Trust (YCT) signs an engagement letter with 
Heinfeld Meech to perform an audit of Trust financials for the most recent plan year. 
 
In February 2021 the Trust signed an engagement letter for Heinfeld Meech to conduct an audit for the 
year ending June 30, 2020. 
 
In August the audit was 100% complete and YCT paid the final invoice resulting in release of the audit.  
 
The first YCT Board meeting following the audit release was October 7, 2021.  .   
 
This explains why, upon first glance, the information may appear to be dated.   
 
At the October 7, 2021, YCT Board meeting the report was reviewed and no substantive issues identified 
for follow up actions.  Please note as the DGB considers its’ fiduciary responsibility that the report shows 
the Trust is in good standing. 
 
 
Dr. Emily L. Weinacker, SPHR, SHRM-CP 
Chief Human Resources Officer 
Yavapai College 
1100 East Sheldon St. 
Prescott, AZ 86301 
Phone:  928-776-2344 
FAX: 928-776-2202 
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REPORT ON AUDIT OF FINANCIAL STATEMENTS



?tlteintetdMeech Iucson . Scottsdale . FtagstafJ

HeinfeldMeech.com

INDEPENDENT AUDITOR'S REPORT

Board ofTrustees
Yavapai Combined Trust

1:

Rebort on the Financial Statements
We have audited the accompanying financial statements ofYavapai Combined Trust (Trust), as ofand for the
year ended June 30, 2020, and the related notes to the financial statements, which collectively comprise the
Trust's financial statements, as listed in the table ofcontents.

Management's Responsibiliy fot the Fiftancial Statements
Management is responsible for the preparation and fair presentation ofthese financial statements in accordance
with accounting principles generally accepted in the United States of America; this includes the design,
implementation, and maintenance of intemal control relevant lo the preparation and fair presentation offinancial
statements that are free from material misstatement, whether due to fiaud or error.

A udito r's Respo ns i b il ity
Our responsibilify 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 ofAmerica and the standards
applicable to financial audits contained in Government Auditing Standards, issued by the Compholler General
ofthe United States. Ihose standards requfue that we plan and perform the audit to obtain reasonable assurance
about whether the financial statements are free fiom material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the
financial statements. the procedures selected depend on the auditor's judgment, including the assessment of
the risks of material misstatement ofthe financial statements, whether due to fraud or erroi. In making those
risk assessments, the auditor considers intemal control relevant to the entity's preparation and fair presentation
ofthe financial statements in order to design audit procedures that are appropriate in the circumstances, but not
for the purpose ofexpressing an opinion on the effectiveness of the entity's intemal control. Accordingly, we
express no such opinion. An audit also includes evaluating the appropriateness ofaccounting policies used and
the reasonableness of significant accountirg estimates made by management, as well as evaiuating the overall
presentation of the fi nancial statements.

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

In our opinion, the financial statements.referred to above present fairly, in all material respects, the respective
financial position ofthe Yavapai combined Trust, as of June 30,2020, and the respective;hange; in finun"iatposition and, where applicable, 

"u:! !oy: thereof for the year then ended in accordance dth accounting
principles generally accepted in the United States of America.

Reporl on Summarized Comparative Information
we have previously audited the Trust's 2019 financial statements, and our report dated April 10, 2020, expressed
an unmodified opinion on those financial statements. In our opinion, the summarized cirrrpu.utir" inio.,,utio,presenled herein as ofand for the year ended June 30, 201g, is consistent, in au materi;L r;;;ects, with theaudited financial statements from which it has been derived.

oprnlons.

Opinions
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Olher Matters

cr o

R eq u i red Suppl em a n t ary I nforma t i ( ) n
Accounting principres generalv. accepted in the united states of America require that the Managemenl,sDiscussion and Analysis, and claims d""a"p-"ni ;nio.-itli, u. rt.r"a in,rr" table ofcontents, be presented tosupplement the financiar stateme,ts. 

-such information, ;lilrgh not a part of the financiar statements, isrequired by rhe covernmenrar Accounling srrrdrrd;;;;;:;ttionsroers ir to be an essenriar part offinancialreporting lor placing the financial slatements in un ,ppropriur. ni*rional. economic. or historicar contexl. wehave applied cenain Iimited orocedures to the requiied .uppt",ninru.y inlormalion ;n accoroance witrr auoiringstandards generally accepted in lhc united s"'*.rar..:iI *t'l.n.onrl.t.a ofinquiries ofmanagemenI aboultle methods of prcparing the inrbrmarion uno .orprring ;" irii-"i", for coniistency with m-anagemenr,sresponses to our inquiries, the financial statements, -aitrr.. r,"o*r"ae" *; ";i;l;;;;;rirr'"r. "iou.r,r,"financial statements we do not express an opinion or providelny assurance on the information because thelimitbd procedures do not provide us wi r' .rri,""i* 
""iai*;;;;;."* "" "oinion 

orprovide any assurance.

A
In accordance with Goyenr ment Auditing Standards, we have also issued our report dated July 23,2021, on ourconsideration of yavapai Combined Trust,s internal control over financial reporting and on our tests of itscompl iance with certain provisions of laws, regulations, contracts, and grant agreements and other matters. Thepurpose of that report is sole ly to describe rhe scope of our testing of intemal control over financial reportingand compliance and the results ofthat testing, and not to provide an opinion on the effectiveness of the YavapaiCombined Trust,s intemal control over financial reporting or on compliance. That report is an integral part ofan audit performed in accordance with Governmcnl Auditing Standards in considering Yavapai CombinedTrust's intemal control over financial reporting and compliance.

u

+1\, +ldf, M*1" p Co. QC
Heinfeld, Meech & Co., p.C.
Scottsdale, Arizona
Iu,ly 23,2021
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MANAGEMENT'S DISCUSSION AND ANALYSIS (MD&A)
(Required Supplementary Information)
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YAVAPAI COMBINED TRUST
MANAGEMENT'S DISCUSSION AND ANALYSIS (MD&A)

YEAR ENDED JUNE 30,2O2O

As management of the Yavapai combined rrust (Trust), we offer readers of the Trust,s financial
statements this narrative overview and analysis ofthe financial activities ofthe Trust for the fiscal
year ended June 30, 2020. The management's discussion and analysis is presented as required
supplementary information to supplement the basic financial statements.

FINANCIAL HIGHLIGHTS

O\'ERVIEW OF FINANCIAI STATEMENTS

The Trust's total net position increased $2.7 million, which represents a 27 percent increase
from fiscal year 2018-19 primarily as a result ofan incrcase in contributions from member
entities and a decrease in claim costs.

operating revenues accounted for $28.8 million ofrevenues. operating revenues increased
$2.2 million primarily due to increased conftibution rates and iarticipation. The Trust had
approximately $26.3 million in operating expenses. operating expenses decreased
S653,008 primarily as a result of decreased claim costs.

This discussion and analysis are intended to serve as an introduction to the Trust,s financial
statements. The Trust's financial statements comprise two components: 1) proprietary financial
statements, and 2) notes to the financial statements. This report also contains othir suppl"-e.rtrry
information in addition to the financial statements themselves.

Th: *ur:TT, of net position presents information on all of the Trust's assets and liabilities, and
deferred inflows/outflows of resources 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 ofthe Trust is improving or deteriorating.

The slatement of revenues, expenses, and changes in net position presents information showing
how the Trust's net position changed during the most recenffiscal year. All changes in net position
are reported as soon as the underlying event giving rise to the ihung" o""*.,-."gardless of the
timing of related cash flows. Thus, revenues uid 

"r!.n.". are reported in this statJnent for some
items that will only result in cash flows in future fiscal periods.

The statement ofcash flows outlines the cash inflows and outflows related to the operation ofthe
Trust for the current year end.

As discussed more thoroughly in Note I to the financial statements, the operations ofthe Trust are
accounted for^in a single proprietary fund. As a result, onry the financiai siatements ,"qrir.J r*
a proprietary fund are presented.

Page 4
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YAVAPAI COMBINED TRUST
MANAGEMENT'S DTSCUSSTON AND ANALYSIS (MD&A)

YEAR ENDED JUNE ]O,2O2O

OVEIIVIEW OF }-I NANCIAL S'I'ATI'MENTS

Notes to the financial statements. The notes provide additional information that is cssential to a
full understanding of the data provided in the financial statements. The notes to the financial
statements can be found immediately following the financial statements.

Other information. In addition to the financial statemcnts and accompanying notes, this repod
also presents certain required supplementary information concerning the Trust's claims
development information. A table reprcsenting claims dcvelopment information for the lO-year
period ended June 30,2020 is presented as required supplementary information.

FINANCIAI ANALYSIS

Net position may serve over time as a useful indicator of a govemment's financial position. In the
case ofthe Trust, assets exceeded liabilities by $12.6 million at the current fiscal year end.

The following table presents a summary of the Trust's net position for the fiscal years ended
June 30, 2020 and June 30,2019.

As of
June 30, 2020

Current assets

Total assets
$ 14,912,460 $ 13,995,532

1.4,912 ,460 13,995,532

2,299,850 4,040,908
4,040,908

I

Net position:
lJnrestricted

Total net position
12,61 2,610 9,954,624

$ 12,612,610 $ 9,9s4,624

At the end ofthe current fiscal year the Trust reported a positive balance in net position. The same
situation held true for the prior fiscal year.

The Trust's financial position is the product of several financial transactions including the net
results ofactivities. The following is a significant current year transaction that had an impact on
the Statement of Net Position.

cunent liabilities decreased $ I .7 million due to the decrease in the estimate for the incurred
but not reported claims.

r

I

Page 5

As of
June 30, 2019

Current liabilities
Total liabilities 2,299,850
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YAVAPAI COMBII{ED TRUST
MANAGEMENT'S DISCUSSION AND ANALYSIS (MD&A)

YEAR ENDED JT]NE 30,2O2O

FINANCIAL ANALYSIS

Changes in net position. fhe Trust's total revenues for the current fiscal year end were $29.0
million. The total expenses were $26.3 million. The following table presents a summary of the
qhinges in net position for the fiscal ycars ended June 30, 2020 and June30,2019.

Revenues:
Operating revenues:

Contributions
Other

Non-operating revenues:
Interest income

Total revenues
f,xpenses:

Operating expenses:
Claims and insurance
Administrative

Total expenses
Changes in net position

Net position, beginning
Net position, ending

206,773 193,280
28 968 094 26,738,247

24,734,114 25,768,230
1,194,8861,s75,994

26,310,108
2,651,986

26,963,116
(224 ,869)

9,954,624 10,1',79,493

Fiscal Year
Ended

June 30, 2020

$ 28,761,r00
221

Fiscal Year
Ended

June 30 2019

$ 26,s44,642
325

Expcnses - Fiscal Year 2020

Administrative
6%

Claims and
insurance

94%

The following are significant current year transactions thal had an impact on the Statement of
Revenues, Expenses, and Changes in Net Position.

o Contribution revenues increased $2.2 million due to an increase in the contribution rates and
participation in the plan.

claim and insurance expenses decreased $1.0 million primarily due to a decrease in claim
activity due in part to the stay at home orders in place foi the cdvlD-19 pandemic.

Page 6
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YAVAPAI COMBINtrD TRUST
MANAGEMENT'S DISCUSSION AND ANAI,YSIS (MD&A)

YEAR E,NDED JUNE 30,2O2O

CLAIMRESERVES

At year end, the Trust had $2.3 million in claims payable. The following table presents a summary
ofJhe Trust's unpaid claims activity for the fiscal years ended June 30, 2020 and June30,2019.

2020 2019
Unpaid claims and claim adjustment expenses
at beginning ofthe fiscal year
Provision for insured events ofthe current fiscal year

Total incurred claims and claim adjustment expenses
Payments:
Claims and claim adjustment expenses attributable
to insured events ofthe current fiscal year

Total payments
Total unpaid claims and claim adjustment expenses

at end ofthe fiscal year

Additional inforrnation on the Trust's claim reserves can be found in Note 3.

ECONOMIC FACTORS

The primary factors considered by the Trust's administration during the process ofdeveloping the
fiscal year 2020-21 contribution rates were claims experiences, administrative expenses, and
actuarial studies-

$ 4,028,669
23,07s,241

$ s,141,916

27,103,910 30 024,326

24,812,013 2s 99s,6s1
24,812,013 2s,99s,657

$ 2,291,897 _$ 1p2!i!e

CONTACTING THT TRUST'S FINANCIAL MANAGEMENT

This financial report is designed to provide our citizens, taxpayers, and investors and creditors
with a general overview ofthe Trust's finances and to demonitrate the Trust's accountability for
the resources it receives. Ifyou have questions about this report or need additional information,
contact Human Resources, Yavapai combined rrust, l0l5 Fair Street, prescott, Arizona
86305-1852.

Page 7
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CAPITAL ASSETS AIID DEBT ADMINISTRATION

Capital Assets The Trust does not maintain any capital assets

Debt Administration - The Trust has no long-term debt outstanding as of June 30, 2020.



YAVAPAI COMBIND,D TRUST
, STATEMT]NT OF NET POSITION

JUNE 10,2020
(WITH COMPARATryE TOTALS F'OR THE YEAR ENDED JUNE 30, 2019)

2020 2019
Assets:

Current -
Cash and investrnents
Accounts receivable
Contributions receivable
Reinsurance receivable

Total assets

S 12,s40,528 $

1,863

1,849,689

520,380

13,2s3,627

1,863

431,444

308,598

Liabilities:
Current -

Accounts payable

Claims payable

Total liabilities

Net position:
Unrestricted

'l otal net position

12,239
4 669

, )9q ,850 4,040,908

12,6t 2,610 g 954,624

$ 12,612,610 $ 9,954,624

Page 8

The notes to the financial statements are an integral part ofthis statement.
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YAVAPAI COMBINED TRUST
STATEMENT OF REVENUES, EXPENSES AND CHANGES IN NET POSITION

FOR THE YEAR ENDEDJUNE 30,2O2O
(WITH COMPARATIVE TOTALS F'OR THE YEAR ENDED JUNE 30,2OI9)

2020 2019
Operating revenucs:

Contributions

Prior plan year refunds

Total operating revenues

Operating expenses:

Claims and insurance expenses
Health claims

Prescription

Insurance premiums

Wellness programs
Employee assistance programs
Utilization review

Total claims and insurance expenses

Administrative expenses

Administration fees

Network access fees

Consulting fees

Prescription administration fees

Other admin istration fees

Accounting and auditing fees
Printing and supplies
Other payments

Total administrative expenses

Total operating expenses

Operating income/(loss)

Nonoperating revenues:
Interest income

Total nonoperating revenues

Changes in net position

Net position, beginning ofyear

Net position, end ofyear

s 28,761,r00 $
221

26,544,642

32s

28,161 32L 26,544,967

19,728,630

3,346,611
1,438,1s4

98,961

6s,864
55,894

21,752,404
2,530,006

1,308,499
7 8,173
44,231

54,917
24,734,114 25,768,230

830,887

453,19s
132,035

49,234

65,841

12,263

9,819
)1 ',1)n

557,109

415,590
r 12,000

60,451
15,645

14,743

t9,348
I,57 5,994

26,310,108

45r 213 (4 r 8,149)

773 t93,280

206 773 193,280

2,657,986 224,869

10,179,493

5 12,612,6t0 $ 9,9s4,624

2

Page 9

1,194,886

26,963,116

9,9s4,624

The notes to the fir:ancial statements are an integral part ofthis statement.
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YAVAPAI COMBINED TRUST
STATEMENT OF R-EVENUES, EXPENSES AND CHANGES IN NET POSITION

FOR THE YEAR ENDED JUNE 30, 2O2O

(WITTI COMPARATIVE TOTALS FOR THE YEAR ENDED JUNE 30, 2019)

2020 2019
Operating revenues:

Contributions
Prior plan year refunds

Total operating revenues

Operating expenses:

Claims and insurance expelses
Health claims
Prescription
Insurance premiums
Wellness programs

Employee assistance programs
Utilization review

Total claims and insurance expenses

Administrative expenses

Administration fees

Network access fees

Consulting fees

Prescription administration fees

Other administration fees

Accounting and auditing fees

Printing and supplies

Other payments

Total administrative expenses

Total operating expenses

Operating income(loss)

Nonoperatitrg revenues:
Int€rest income

Total nonoperating revenues

Cbanges in net position

Net position, beginning ofyear

Net position, end ofyear

s 28,761,100 $

221
26,544,642

325

28,761,32t 26,544,967

-t
I

t9,728,630
3,346,6t1
1,438,t54

98,961
6s,864
55,894

21,752,404
2,530,006

|,308,499
78,173
44,231
54,9t7

24

830,887
453,195

132,03s
49,234

65,841

t2,263
9,819

22 720

t,57 5,994

557,109
415,s90
112,000

60,451

| 5,645
14,743

19,348

It4 25,7 68,230

r,194,886

26,310 108 26,963,t16

451,2ri (418, r49)

206,7'.73 t93,280

206,'173 193,280

2,6s7 ,986 (224,869)

9,954,624 t0,t79 493

$ 12,612,610 $ 9,954,624

2

l
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The notcs to the fina[oial statements are an integral part ofthis statement.
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YAVAPAI COMBINED TRUST
S'IATEMENT OF CASH FLOWS

I'OR TIIE YEAR ENDED JUNE 30, 2O2O

(WITH COMPARATIVI] 'TOTALS FOR THE YEAR ENI)ED JUNE 30, 2OI9)

2020
Increasc/(Decrcase) in Cash and Cash Eouivalcnts

Cash flows from operating activitics:
Cash received ftom contributions
Cash received ftom miscellaneous activities
Cash payment for claims
Cash payments to suppliers for goods and services

Net cash provided./(used) by operating activities

Cash flows from investing activities:
Interest income

Net cash provided by inyesting activities

Net increase/(decrease) in cash and cash equivalents

Cash and cash equivalents, beginning ofyear

Cash and cash equivalents, end ofyear

Adjustments to reconcile operating income/(loss) to net cash
govided by operating activities:

Change in assets and liabilities:
(Increase/decrease in contributions receivable
(Increase/decrease in reinsurance receivable
Increase/(decrease) in accounts payable
Increase/(decrease) in claims payable

Total adjustments

Net cash provided.(used) by operating activities

S

2019

26,579,018
32s

(26,264;1M)
669,290

(919,872)

206,'.1'73 t93 80

206,'7',13 r93 80

(713,099) ,t6t,371

t3,253,627 15,414,998

s 12,540,s28 $ ___!]s3s21

27,342,855 S

22t
(2s ,023 ,79s)
(3,239,ts3)

il

ll

I
II

il

lt

il

I
I

Reconciliatiorr ofOperating Income/(Loss) to Net Cash Provided/(Used) by Orrcrrtins  ctir itics

Operating incorne/(loss) $ 2.4s r.2 r3 $ (4r8.r4e)

( r,4r 8,24s)
(2t t,182)

(4,286)
(1;/36,772)

34,376
(269,O47)

I1,416
1,7 13,24

(3,371,08s) 936,s02

s______El2,qzr$ (2,3s4,651)

t]

Il

t]

Ll

U

Page 1 0

The notes to the financial statements are an integral part ofthis statement.

(.2,354 ,651)



YAVAPAI COMBINED TRUST
NOTT]S TO FINANCIAL STATEMENTS

JUNE 30,2020

NOTE I _ SI]MMARY OF SIGNIFICANT ACCOUNTING POLICIES

The financial statements of thc Yavapai Combined Trust (Trust) have been prepared in
conformity with accounting principles generally accepted in the United States of America as
applied to government units since the Trust is a cooperative group ol govemmental entities
joined together to form a public entity risk pool. The operations of the Trust are presented in
the accompanying financial statements as a single proprietary fund. 'Ihe Govemmental
Accounting Standards Board (GASB) is the accepted standard-setting body for establishing
govemmental accounting and fi nancial reporting principles.

The more signilicant ofthe Trust's accounting policies are described below.

Reportins Entify - The Trust was formed November l, 1992 between the City of Prescott,
Yavapai County, and the Yavapai County Community College District. On January l, 2000,
the Town of Chino Valley was admitted as a new member. The Board of Trustees shall consist
of at least five trustees who are elected officials or employees of public entities in Arizona.
Each participating entity's Governing Body shall appoint the number of Trustees which it is
entitled to appoint based upon the number ofparticipating or covered employees ofeach entity.

The Trust was created to avail the participating entities ofthe benefits which would accrue by
providing self-funded and./or insurance coverage for health and welfare benefits for certain
qualified employees and eligible dependents as authorized under Arizona law. The purpose of
this Trust is to receive contributions and provide for payment from the Trust Fund for various
benefits, administrative services and expenses associated with the Health and Welfare
Program.

Benefits offered by the Trust may include, but are not limited or restricted to, Life, Accidental
Death and Dismemberment, Disability Income, Basic or Major Medical coverage for accidents
or sicknesses, dental, and any other benefits as determined by the Trustees for Beneficiaries,
provided such benefits are related to health, death, or disability, whether through self-funded
or insurance programs or both.

B4sis o-f Accountipg/Measurement Focus The Trust's financial statements are prepared
using thc economic resources measurement locus and the accrual basis of accounting.
Revenues are recorded when eamed and expenses are recorded when a tiability is incurrei,
r.egardless of the timing ol related cash flows. operating revenues and expenscs are
distinguished liom nonoperating items. operating revenues and expenses geneially rcsult
from providing services and producing and delivering goods in connectioi with ongoing
operations. The principal operating revenues ofthe Trust are contributions from the a"nrb"..I
operating expenses include the.cost of claims, premiums and administrative expenses. All
revenues and expenses not meeting this definition are reported as nonoperating revenues and
expenses.

Page I I



YAVAPAI COMBINED TRUST
NOTES TO FINANCIAL STATEMENTS

JUNE 30,2020

NOTE 1 - SUMMARY OF SI(;NIFICANT ACCOT]NTING POLICTES

Investments - Investments are stated at fair value. It is management's intent and ability to
hold all investments until maturity. Investment income is composed ofinterest, dividends, and
net changes in the fair value of applicable investments. Investment income is included in
nonoperating revenues in the financial statements.

Accounts Receivable - Accounts receivable, including contributions receivable are
considered by management to be collectible in full and, accordingly, an allowance for doubtful
accounts is not considered necessary.

Contributions lhc Trust agreement provides that each participating member contribute a
specified amount to the Trust. The contribution rates are determined by the Board ofTrustees
on an annual basis.

Claims Reserves 'fhe Trust cstablishes claims liabilities based on estimates of the ultimate
cost of claims (including future claim adjustrnent expenses) that have been reported but not
settled, and of claims that have been incurred but not reported. Adjustrnents to claim liabilities
are charged or credited to expense in the periods in which they are made. A provision for
inflation in the calculation of estimated future claims costs is implicit in the calculation because
reliance is placed both on actual historical data that reflect past inflation and on other factors
that are considered to be appropriate modifiers of past experience. Given the inherent
uncertainty in the nature ofsuch estimates, future losses will likely deviate, perhaps materially,
from those estimates.

Cash and Investments - For purposes olthe statement of cash flows, the Trust considers all
highly liquid investments with a maturity of three months or less to be cash equivalents. All
pooled cash and investrnents are also considered to be cash equivalents, although there are
investments with maturities, in excess ofthree months when purchased in the portfolio. This
is due to the fact that the Trust may deposit or withdraw cash at any time without prior notice
or penalty, having the characteristics of demand deposits.

The 'rrust deposits some cash with the county Treasurer. cash with the county Treasurer is
pooled for investment purposes. Interest earned from investments purchased with pooled
monies is allocated to each of the participant's funds based on their average balances. All
investments are stated at fair value.

Reinsurance Thc Trust is liable for claims up to $250,000 for each claim. The Trust uses
reinsurance agreements to rcduce its exposure to large losses on all types of insured events.
Reinsurance permits recovery of a portion of losses lrom reinsurance, although it does not
discharge the primary liability of the Trust as direct insurer olthe risks reinsured. The Trust
has adopted the provision that amounts receivable from reinsurers for unpaid losses and loss
expenses be reported separately on the statement of nct position as assets. 'I'hese amounts are
considered by management to be collectible in full and, accordingly, an allowance for doubtful
accounts is not considered necessary.

Page 12
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YAVAPAI COMBINED TRUST
NOTES TO FINANCIAL STATEMENTS

JUNE 30,2O2O

NOTE 1 _ SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Deferred Outflows/Inflows of Resources In addition to assets, the statement ofnetposition
may report a separate section for det-erred outflows of resources. ['his separate financial
statement element, deferred outflows of resources, represents a consumption of net position
that applies to a future period and so will not be recognized as an outflow of resources
(expense/expenditure) until then. 'I'he Trust did not have any items that qualified for reporting
in this category.

In addition to liabilities, the statement of financial position may report a separate section for
defened inflows of resources. This separate financial statement element, defered inflows of
resources, represents an acquisition ofnet position that applies to a future period and so will
not be recognized as an inflow of resources (revenue) until that time. Thc Trust did not have
any items that qualified for reporting in this category.

Income Taxes - [hc'll'ust is not subject to federal or state income taxes

Net Position Flow Assumption - The Trust applies restricted resources first when outlays are
incurred for purposes for which either restricted or unrestricted amounts are available.

Use of Estimates - The preparation of financial statements in contbrmity with generally
accepted accounting principles requires management to make estimates and assumptions that
aflect the reported amounts of assets and liabilities and disclosure of contingent assets and
liabilities at the date of the financial statements and the reported amounts of revenues and
expenses during the reporting period. Actual results could differ from those estimates.

Recosnition of Premiu ms- Premiums are eamed over the policy period, which coincides with
the Trust's fiscal year. Member premiums are billed and adjusted on a monthly basis.
Premiums received in excess of finalized amounts are generally applied to tie members,
premiums for the following year and are included in the accompanying statement of ne1
position as prepaid contributions.

NOTE 2 _ CASH AND INVESTMENTS

The Trust is authorized to invest mories in interest bearing savings accounts and the county
Treasurer's investment pool, as specified by the Board.

cusktdial Credit Risk - Deposits. custodial credit risk is the risk that in the event of bank
failure the Trust's deposits may not be returned to the Trust. The Trust does not have a deposit
policy for custodial credit risk. At year end, the carrying amount ofthe Trust,s deposits was
$ 1,192' 181 and the bank balance was $ 1.,192,181. At year end, $942,1g 1 ofthe Trust;s deposits
were covered by collateral held by the pledging financial institution;s trust department or agent
but not in the Trust's name.
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YAVAPAI COMBINED TRUST
NOTES TO FINANCIAL STATEMENTS

JrrNE 30,2020

NOTE 2 - CASH AND II\iVESTMENTS

. Level 1 inputs are quoted prices in active markets for identical assets

. Level 2 inputs are significant other observable inputs

. Level 3 inputs are significant unobservable inputs

The County Treasurer's pool is an extemal investment pool with no regulatory oversight. The
pool is not required to register (and is not registered) y/ith the Securities and Exchange
Commission. The fair value ofeach participant's position in the County Treasurer investment
pool approximates the value ofthe participant's shares in the pool and the participants' shares
are not identified with specific investments. Participants in the pool are not required to
categorize the value ofshares in accordance with the fair value hierarchy.

At year end, the Trust's investments consisted of the following:

Average Maturities Fair Value
County Treasurer's investment pool
Total

l.l3 7 years

Interest Rate Ris,t. The Trust does not have a formal inveshnent policy that limits investment
maturities as a means of managing its exposure to fair value losses arising flom increasing
interest rates.

credit Risk. The Trust has no investment policy that would further limit its investment
choices. As ofyear end, the Trust's investment in the county Treasurer's investment pool did
not receive a credit quality rating from a national rating agency.

Custodial credit Risk Invqtments. The Trust's investment in the county Treasurer,s
investment pool represents a proportionate interest in the pool's portfolio; however, the
Trust's portion is not identified with specific investments and is not s;bject to custodial credit
risk.

l'age 14

$ 'n,348,341

_$ tltlli1z

Fair Value Measurements. The Trust categorizes its fair value measurements 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 ofthe asset.

I
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YAVAPAI COMBINED TRUST
NOTES TO FINANCIAL STATEMENTS

JUNE 30,2020

NOTE 3 _ CLAIMS RESERVF],S

As disoussed in Note l, the Trust establishes a liability for both reported and unreported insured
events, which includes estimates of both future payments of losses and related claim
adjustment expenses. The following represents changes in those aggregate liabilities for the
Trust during the past two years.

2020 2019
Unpaid claims and claim adjustment expenses

at beginning ofthe fiscal year
Provision for insured events of the current fiscal year

Total incurred claims and claim adjustment expenses
Payments:

Claims and claim adjustment expenses attributable
to insured events ofthe current fiscal vear

Total payments
Total unpaid claims and claim adjustment expenses

at end ofthe fiscal year

s 5,741,916

27,103,910 30,024,326

At June 30, 2020 and June 30,2019,92,291,891 and $4,028,669, respectively ofunpaid claims
and claim adjustment expenses are presented at their estimated ultimate loss. These claims are
not discounted.

$ 4,028,669
23,015,241 24 82 410

24,812,013 25,99s,657
24,812.013 25.995,657

ll
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YAVAPAI COMBINE,D TRUST
REQUIRED SUPPLEMENTARY INFORMATION

CLAIMS DEVELOPMENT INFORMATION
FOR TIIE TEN-YEAR PERIOD ENDE,I)

JUNE 30,2020

Page 17

I

The table on the next page illustrates how the Trust's earned revenues (net of reinsurance) and
investment income compare to related costs of loss (net of loss assumed by reinsures) and other
expenses assumed by the Trust as ofthe end ofthe last year. The rows ofthe table are defined as
follows: (l) This line shows the total of each fiscal year's earned contribution revenues and
investment revenues. (2) This line shows each fiscal year's total insurance premium cost for group
insurance participants. (3) This line shows each fiscal year's other operating costs of the 'I'rust
including overhead and claims expense not allocable to individual claims. (4) This line shows the
Trust's incurred claims and allocated claim adjustment expense (both paid and accrued) as
originally reported at the end ofthe first year in which the event that triggered coverage under the
contract occurred (called policy year). (5) This section shows the cumulative amounts paid as of
the end of successive years for each policy year. (6) This section shows how each policy years
incurred claims increased or decreased as ofthe end ofsuccessive years. This annual re-estimation
results from new information received on known claims, reevaluation of existing information on
known claims, as well as emergence of new claims not previously known. (7) This line compares
the latest re-estimated incurred claims amount to the amount originally established (line 4) and
shows whether this latest estimate of claims cost is greater or less than originally thought. As data
for individual policy years mature, the correlation between original estimates and re-estimated
amounts is commonly used to evaluate the accuracy of incurred claims currently recognized in less
mature policy years. The columns ofthe table show data for successive policy years.
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RtrPORT ON INTERNAL CONTROI, AND ON COMPLIANCE
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?ltteintetdMeech

Our consideration of internal control was for the limited purpose described in the first paragraph
of this section and was not designed to identi! all deficiencies in internal control thaf mig-ht be
material weaknesses or significant deficiencies. Given these limitations, during our audit we did
not identifu any deficiencies in internal control that we consider to be mGrial weaknesses.
However, material weaknesses may exist that have not been identified.

Tucson . Scottsdale . Flagstaff
Heinfeldl\4eech.com

Report on Internal Control Over Financial Reporting and on
Compliance and Other Mattcrs Based on an Audit of
Financial Statements Performcd in Accordance with

G overnment A utliti ng Standards

lndeoendent Auditor's Report

Board of Trustees
Yavapai Combined Trust

We have audited, in accordance with the 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 ofthe United States, the financial statements ofthe
Yavapai Combined Trust, as ofand for the year ended June 30, 2020, and the related notes to the
financial statements, which collectively comprisc Yavapai Combined Trust's basic financial
statements, and have issued our report thereon dated July 23,202'1.

Intemal Control Over Financi
In planning and performing our audit of the financial statements, we considered Yavapai
Combined 'l'rust's intemal control over financial reporting (intemal control) as a basis for
designing audit procedures that are appropriate in the circumstances for the purpose ofexpressing
our opinions on the financial statements, but not for the purpose of expressing an opinion on the
effectiveness of Yavapai Combined'Irust's intemal control. Accordingly, we do not express an
opinion on the effectiveness of Yavapai Combined 'l'rust's intemal control.

A deficiency in intemal control exists when the design or operation of a control does not allow
management or employees, in the normal course ofperlorming their assigned functions, to prevent,
or detect and correct, misstatements on a timely basis. A material weakness is a deficiency, or
combination ol deficiencies, in intemal control such that there is a reasonable possibility that a
material misstatement ofthe 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 intemal control that is less severe than a material weakness, yet important enough
to merit cttention by those charged with governance.

J

J
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liance and Other
As part of obtaining reasonable assurance about whether Yavapai combined rrust's financial
statements are free from material misstatement, we performed tests of its compliance with certain
provisions of laws, regulations, contracts, and grant agreements, noncompliance with which could
have a direct and material effect on the financial statements. However, providing an opinion on
compliance with those provisions was not an objective of our audit, and accordingly, we do not
express such an opinion. The results of our tests disclosed no instances ofnoncompliance or other
matters that are required to be reported under Government Auditing Standards-

Purpose of this Report
'Ihe purpose of this report is solely to describe the scope of our testing of internal control and
compliance and the results ofthat testing, and not to provide an opinion on the effectiveness ofthe
entity's internal control or on compliance. This report is an integral part ofan audit performed in
accordance with Government Auditing Standards in considering the entity's intemal control and
compliance. Accordingly, this communication is not suitable for any other purpose.

fl"d"lrl, M*t, P Co. QC
Heinfeld, Meech & Co., P.C.
Scottsdale, Arizona
July 23,2021
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