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INDEPENDENT AUDITOR'S REPORT

To the Board of Directors
Resource Conservation District of Santa Cruz County
Capitola, California

Report on the Financial Statements

We have audited the accompanying financial statements of the governmental activities, and each major
fund of Resource Conservation District of Santa Cruz County as of and for the year ended June 30,
2015, and the related notes to the financial statements, which collectively comprise the District’s basic
financial statements as listed in the table of contents.

Management’s Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial statements in
accordance with accounting principles generally accepted in the United States of America; this includes
the design, implementation, and maintenance of internal control relevant to the preparation and fair
presentation of financial statements that are free from material misstatement, whether due to fraud or
error.

Auditor’s Responsibility

Our responsibility is to express opinions on these financial statements based on our audit. We conducted
our audit in accordance with auditing standards generally accepted in the United States of America.
Those standards require that we plan and perform the audit to obtain reasonable assurance about
whether the financial statements are free from material misstatement.

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

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

In our opinion, the financial statements referred to above present fairly, in all material respects, the
respective financial position of the governmental activities and each major fund of Resource
Conservation District of Santa Cruz County, as of June 30, 2015, 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.

Other Matter
Reguired Supplementary Information

Accounting principles generally accepted in the United States of America require the management’s
discussion and analysis and budgetary comparison information on pages 3 through 5 and 27 through 28
be presented to supplement the basic financial statements. Such information, although not a part of the
basic financial statements, is required by the Governmental Accounting Standards Board, who considers
it to be an essential part of financial reporting for placing the basic financial statements in an appropriate
operational, economic, or historical context. We have applied certain limited procedures to the required
supplementary information in accordance with auditing standards generally accepted in the United
States of America, which consisted of inquiries of management about the methods of preparing the
information and comparing the information for consistency with management’s responses to our
inquiries, the basic financial statements, and other knowledge we obtained during our audit of the basic
financial statements. We do not express an opinion or provide any assurance on the information because
the limited procedures do not provide us with sufficient evidence to express an opinion or provide any
assurance.

Report on Summarized Comparative Information

We have previously audited the Resource Conservation District of Santa Cruz County's 2014 financial
statements, and we expressed an unmodified audit opinion on those audited financial statements in our
report dated March 14, 2015. In our opinion, the summarized comparative information presented herein
as of and for the year ended June 30, 2014, is consistent, in all material respects, with the audited
financial statements from which it has been derived.
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Santa Cruz, California
March 29, 2016



RESOURCE CONSERVATION DISTRICT OF SANTA CRUZ COUNTY
Management's Discussion and Analysis
June 30, 2015

This section of the District's financial report presents our discussion and analysis of the District's
financial performance during the fiscal year that ended on June 30, 2015,

Description of the Basic Financial Statements

The financial statements consist of the following parts: management's discussion and analysis; the basic
financial statements, government-wide and governmental fund financial statements; notes to the
financial statements; and required supplementary information (budgetary comparison schedules).

The basic government-wide and governmental fund financial statements present the financial results on
different methods of accounting. Included in the financial statements are reconciliations that explain
the difference between the two methods.

Government-wide financial statements are prepared on the accrual basis of accounting and economic
resources focus. The required financial statements are: Statement of Net Position and Statement of
Activities. The Statement of Net Position reports all assets, liabilities, and deferred inflows/outflows of
resources, with the difference reported as net position. Over time, increases or decreases in net position
may serve as a useful indicator of whether the long term financial position of the District is improving
or deteriorating. The Statement of Activities presents information on how the net position of the
District 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 when cash is paid or received.

Governmental fund financial statements are prepared on the modified accrual basis of accounting and
current financial resources focus. The required financial statements are: Balance Sheet and Statement
of Revenues, Expenditures, and Changes in Fund Balances. The Balance Sheet shows only assets and
liabilities that come due during the year or soon thereafter; no capital assets or long-term liabilities are
included. The Statement of Revenues, Expenditures, and Changes in Fund Balances reports revenues
for which cash 1s received during or soon after the end of the year; expenditures when goods or services
have been received and payment is due during the year or soon thereafter

The government-wide and governmental fund financial statements show the results of the following
funds:

General Fund - The District's basic services are accounted for in this fund.



RESOURCE CONSERVATION DISTRICT OF SANTA CRUZ COUNTY
Management's Discussion and Analysis
(continued)
June 30, 2015

Condensed Government-Wide Financial Data

2015 2014
Current assets 5 1,133,268 5 1,410,983
Fixed assets - 560
Total assets 5 1,133,268 S 1.411.543
Current liabilities S 562,086 5 684,639
Total liabilities 562,086 684,639
Net position

Met invested in capital assets - 560
Unrestricted 571,182 726,344
Total net position 571,182 726,904
Total liabilities and net position 5 1,133,268 5 1,411,543
Expenditures 5 2422055 5 2,598,347

General revenues
Property tax 26,576 24,030
Use of money and property (interest income) 1,170 1,638
Aid from other government agencies 188 183
Other taxes - special district augmentation fund 37.160 28.900
Donations and other income 157 16.040
Grants 2,201,082 2,586,151
Change in net position S (155722) S 58,595

Financial Analysis of the District as a Whole

The District's net position decreased by $155,722 for the fiscal year ended June 30, 2015, or 21.4
percent, to a total of $571,182. The decrease was due to a drop in grant revenue over the prior year. Of
the $571,182 in net position, $-0- is invested in capital assets (net of accumulated depreciation).

Financial Analysis of the District's Funds

Governmental fund balances decreased by $24,595 for the fiscal yvear ended June 30, 2015. The main
reason for the difference between the decrease in District net position and the decrease in fund balances
is the difference in recording accounts receivable between the government-wide net assets and
governmental fund balance purposes.



RESOURCE CONSERVATION DISTRICT OF SANTA CRUZ COUNTY
Management's Discussion and Analysis
(continued)
June 30, 2015

Budgetary Highlights

Budgets are based on current and expected expenditures related to grant funding and the day-
to-day activities of the District under government fund accounting. During the fiscal year
ending June 30, 2015, total expenditures were budgeted at $3,956,306. Actual amount of
expenditures were $2,413,130 for the year. The majority of the variance between budget and
actual was due to the timing of one or more of the major programs funded with grant revenue.
For line item variances see the budgetary comparisons schedule presented as required
supplementary information (governmental fund basis).

Captial Assets

As of June 30, 2015, the District had invested $40,489, consisting of office furniture and
equipment. There were no capital asset additions during the year.

Long-Term Liabilities

At year-end the District had no long-term lhiabilities.

Economic Factors and Next Year's Budget

The District's main source of revenue is grant revenue.

Budgeted expenditures are expected to increase. This increase in expenditures is due to an
increased workload that is funded by grant revenues.

Contacting the District's Financial Management

This financial statement is designed to provide a general overview of the District's finances. If
you have questions about this financial statement or need additional financial information,
contact the District's office at 820 Bay Avenue, Suite 136, Capitola, California 95010,
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RESOURCE CONSERVATION DISTRICT OF SANTA CRUZ COUNTY

Statement of Net Position
For the Year Ended June 30, 2015
(With Comparative Totals for 2014)

ASSETS
2015 2014
Current assets
Cash $ 259276 § 360,131
Accounts receivable - grant contracts 849,150 1,035,061
Prepaid expenses 24 842 15,791
Total current assets 1,133,268 1,410,983
Fixed assets
Furniture and equipment 40,489 40,489
Less: accumulated depreciation (40,489) (39,929)
Total fixed assets - 560
Total assets $ 1,133,268 $ 1,411,543
LIABILITIES AND NET POSITION
Current liabilities
Accounts payable $ 455927 $ 641,082
Accrued payroll 18.008 16,056
Grant funds received in advance 52,286 -
Compensated absences payable 35,865 27,501
Total current liabilities 562,086 684,639
Net position
Net investment in fixed assets - 560
Unrestricted net position
General fund 571,182 726,344
Total net position 571,182 726,904
Total liabilities and net position $ 1,133,268 $ 1,411,543

The accompanying notes are an integral part of these financial statements.
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RESOURCE CONSERVATION DISTRICT OF SANTA CRUZ COUNTY
Statement of Activities
For the Year Ended June 30, 2015
(With Comparative Totals for 2014)

Program Revenues

Charges Operating Capital
for Grants and Grants and
Expenses Services Contributions  Contributions 2015 2014
Governmental activities
Salaries and employee
benefits 5 777304 8 - % - 3 - 8§ 777304 5 B51.985
Services and supplics 1,644,191 - - - 1,644,191 1,744 226
Depreciation expense 560 - - - 560 2,136
Total governmental
activities §2422055 8 - 5 - % - 2,422,055 2,598,347
General revenues
Property taxes 26,576 24,030
Other taxes (special district
augmentation fund) 37,160 28,900
Use of money and property 1,170 1,638
Aid from other governmental
agencies (homeowners’
property tax relief) 188 183
Donations and other income 157 16,040
Grants 2,201,082 2,586,151
Total general revenues 2,266,333 2,656,942
Change in net position (155,722) 58,595
Net position, beginning of year 726,904 668,309
Net position, end of year § 571,182 § 726,904

The accompanying notes are an integral part of these financial statements.



GOVERNMENTAL FUND FINANCIAL STATEMENTS




RESOURCE CONSERVATION DISTRICT OF SANTA CRUZ COUNTY
Balance Sheet - Governmental Funds
June 30, 2015
(With Comparative Totals for 2014)

ASSETS
Governmental
Fund Types
General Fund
2015 2014
Assets
Cash S 259276 S 360,131
Accounts receivable - grant contracts 288.009 351,717
Prepaid expenses 24 842 15,791
Total assets S 572,127 5 727639
LIABILITIES AND FUND BALANCES
Liabilities
Accounts payable § 455927 § 641,082
Accrued payroll 18,008 16,056
Grant funds received in advance 52,286 -
Total liabilities 526,221 657,138
Fund balances
Nonspendable fund balance
Prepaid expenses 24,842 15,791
Unassigned fund balance
Unreserved, undesignated 21,064 70,501
Total fund balances 45906 70,501
Total liabilities and fund balances § 572,127 § 727,639

The accompanying notes are an integral part of these financial statements.
-8 -



RESOURCE CONSERVATION DISTRICT OF SANTA CRUZ COUNTY

Reconciliation of the Governmental Fund Balance
Sheet to the Government-Wide Statement of Net Position
June 30, 2015
(With Comparative Totals for 2014)

2015

2014

Fund balance - total governmental funds $ 45,906

The purchase of capital assets are reported as expenditures as they
are incurred in the governmental funds. The statement of net
position reports capital assets as an asset to the District. These
capital assets are depreciated over their estimated useful lives in
the statement of activities and are not reported in the
governmental funds.

Cost of capital assets 40,489
Less: accumulated depreciation (40,489)

A portion of accounts receivable will be collected in the

subsequent fiscal year, but are not available soon enough to pay

for current year expenditures, and therefore, not reported as a

receivable in the governmental funds. 561,141

Compensated absences are reported in the government-wide
statement of net position, but they do not require the use of current
financial resources. Therefore, the liability is not reported in

governmental funds. (35,865)

Net position of governmental activities $ 571,182

$ 70,501

40,489
(39,929)

683,344

(27,501)

$ 726,904

The accompanying notes are an integral part of these financial statements.
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RESOURCE CONSERVATION DISTRICT OF SANTA CRUZ COUNTY
Statement of Revenues, Expenditures
and Changes in Fund Balances - Governmental Funds
For the Year Ended June 30, 2015
(With Comparative Totals for 2014)

General Fund

2015 2014
Revenues
Property taxes S 26,576 $ 24,030
Use of money and property 1,170 1,638
Aid from other governmental agencies 188 183
Grants 2.139.210 2,112,956
Other revenue 221.391 311,305
Total revenues 2,388,535 2,450,112
Expenditures
Salaries and employee benefits 768,940 854.371
Services and supplies 1,644,190 1,744,226
Total expenditures 2,413,130 2,598,597
(Deficiency) of revenues over
expenditures (24,595) (148,485)
Fund balances, beginning of year 70,501 218,986
Fund balances, end of year 5 45,906 5 70,501

The accompanying notes are an integral part of these financial statements.
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RESOURCE CONSERVATION DISTRICT OF SANTA CRUZ COUNTY
Reconciliation of the Statement of Revenues, Expenditures and Changes in
Fund Balances of Governmental Funds to the Statement of Activities
For the Year Ended June 30, 2015
(With Comparative Totals for 2014)

2015

2014

Net change in fund balances - total governmental funds $  (24,595) S

Amounts reported for governmental activities in the statement of
activities are different as follows:

Government funds report capital outlays as expenditures.
However, in the statement of activities, the cost of these assets are
allocated over the estimated useful lives as depreciation expense.
This is the amount by which capital outlays exceeded depreciation
expense for the year.

Current year capital outlays -
Less: current year depreciation expense (560)

Accounts receivable that will be collected in the subsequent fiscal

year, but are not available soon enough to pay for current year

expenditures are not reported as revenue in the governmental

funds. This number represents the change in additional

government wide accounts receivable. (122,203)

In the governmental funds compensated absences (sick pay and

vacations) are measured by the amount of financial resources used,

which is the amounts actually paid. In the government-wide

statement of activities, compensated absences are measured by the

amounts earned during the year. (8.364)

(148,485)

(2,136)

206,830

2,386

Change in net position of governmental activities S (155,722) h

The accompanying notes are an integral part of these financial statements.
-11 -
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RESOURCE CONSERVATION DISTRICT OF SANTA CRUZ COUNTY
Motes to Financial Statements
June 30, 2015

General Information

Organization

The Santa Cruz County Resource Conservation District (the “District”™) was organized on January 1,
1978, in conformity with Santa Cruz County Board of Supervisors Resolution 744-77. This
resolution authorized consolidation of the Pajaro Resource Conservation District and the Redwood
Conservation District to form the Santa Cruz County Resource Conservation District. The District is
comprised of the land areas of the former Pajaro and Redwood Resource Conservation Districts.

In September of 2007, the Santa Cruz County Resource Conservation District was renamed
Resource Conservation District of Santa Cruz County. The mission of the District is to help people
protect, conserve, and restore natural resources though information, education, and technical
assistance programs.

The District has reviewed criteria to determine whether other entities with activities that benefit the
District should be included within its financial reporting entity. The criteria include, but are not
limited to, whether it exercises oversight responsibility (which includes financial interdependency,
selection of governing authority, designation of management, ability to significantly influence
operations and accountability for fiscal matters). The District has determined that no outside entity
meets the above criteria, and therefore no agency has been included as a component unit in the
District's financial statements. In addition, the District is not aware of any entity that would exercise
such oversight responsibility that would result in the District being considered a component unity of
that entity.

District officials

The District is governed by a seven member board of directors that have been appointed by the
County Board of Supervisors to serve staggered four-year terms. The following were in office at
June 30, 2015:

Term Expires

November
James McKenna, President 2018
Michael Manfre, Vice President 2016
Roberta Smith 2018
John Ricker 2016
Howard Liebenberg 2016
Robert Ketley 2018
Gordon Claassen 2016

The Executive Director at June 30, 2015 was Chris Coburn. The Director of Finance for the District
was Sharon Corkrean.

-12 -
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RESOURCE CONSERVATION DISTRICT OF SANTA CRUZ COUNTY
Motes to Financial Statements
June 30, 2015

General Information (continued)

Accounts and records

The basic financial records are maintained in the office of the County Auditor-Controller. The
District maintains supporting vouchers and other records.

Minute book

Minutes were recorded and contained approvals for disbursements.

Budgetary procedure

The District prepares it fiscal year’s budget in accordance with applicable laws and regulations.

Summary of Significant Accounting Policies

Introduction

The District's financial statements are prepared in accordance with generally accepted accounting
principles (GAAP). The Governmental Accounting Standards Board (GASB) is responsible for
establishing GAAP for state and local governments through its pronouncements (Statements and
Interpretations):

a. Basis of accounting and measurement focus

The accounts of the District are organized on the basis of funds or account groups, each of which
is considered to be a separate accounting entity. The operations of each fund are summarized by
providing a separate set of self-balancing accounts which include its assets, liabilities, fund
equity, revenues and expenses or expenditures. The District uses a chart of accounts based on
the uniform accounting system prescribed by the State Controller.

b. Financial statement presentation

Government-wide financial statements

The District’s Government-Wide Financial Statements include a Statement of Net Position and a
Statement of Activities and Changes in Net Position. These statements present summaries of
governmental activities for the District.

The basic Government-Wide Financial Statements are presented on an economic resources
measurement focus and the accrual basis of accounting. Accordingly, all of the District’s assets
and liabilities, including capital assets, and long-term liabilities are included in the accompanying

-13 -



RESOURCE CONSERVATION DISTRICT OF SANTA CRUZ COUNTY
Motes to Financial Statements
June 30, 2015

2. Summary of Significant Accounting Policies (continued)

b. Financial statement presentation (continued)

Government-wide financial statements (continued)

Statement of Net Position. The Statement of Activities presents changes in net position. Under
the accrual basis of accounting, revenues are recognized in the period in which they are earned
while expenses are recognized in the period the liability is incurred.

The District’s governmental-wide net position is classified in the following categories:

Net investment in capital assets

Includes amount of the net position that is invested in capital assets net of accumulated
depreciation and any related debt.

Restricted

Includes amounts that can be spent only for the specific purposes stipulated by a formal
action of the government’s highest level of decision-making authority, external resource
providers, constitutionally, or through enabling legislation.

Unrestricted

Includes amounts that are technically available for any purpose and includes all amounts not
contained in other classifications.

Governmental fund financial statements

The District’s Government Fund financial statements include a Balance Sheet and a Statement of
Revenues, Expenditures and Changes in Fund Balance for all major governmental funds and
non-major funds. An accompanying schedule is presented to reconcile and explain the
differences in fund balances as presented in these statements to the net position presented in the
Government-Wide financial statements. The District reports the following governmental fund:
General Fund. The General Fund accounts for all of the financial resources of the District.

All governmental funds are accounted for on a spending or current financial resources
measurement focus and the modified accrual basis of accounting. Accordingly, only current
assets and current liabilities are included on the Balance Sheet. The Statement of Revenues,
Expenditures and Changes in Fund Balances presents increases (revenues and other financing
sources) and decreases (expenditures and other financing uses) in net current assets. Under the
modified accrual basis of accounting, revenues are recognized in the accounting period in which
they become both measurable and available to finance expenditures of the current period.

-14 -



RESOURCE CONSERVATION DISTRICT OF SANTA CRUZ COUNTY
Motes to Financial Statements
June 30, 2015

2. Summary of Significant Accounting Policies (continued)

b. Financial statement presentation (continued)

Governmental fund financial statements (continued)

Accordingly, revenues are recorded when received in cash, except that revenues subject to
accrual (generally 60 days after year end) are recognized when due. Expenditures are recorded
in the accounting period in which the related fund liability is incurred. Reconciliation of the
Fund financial statements to the Government-Wide Financial Statements is provided to explain
the differences created by the different measurement focus and basis of accounting.

The District’s governmental fund balance is classified in the following categories:
Nonspendable
Includes amounts that are not in a spendable form or are required to be maintained intact.
Restricted

Includes amounts that can be spent only for the specific purposes stipulated by external
resource providers, constitutionally, or through enabling legislation.

Committed

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. Commitments may be
changed or lifted only by the government taking the same formal action that imposed the
constraint originally.

Assigned
Includes amounts intended to be used by the government for specific purposes. Intent can be

expressed by the governing body or by an official or body to which the governing body
delegates the authority.

Unassigned

Includes amounts that are technically available for any purpose and includes all amounts not
contained in other classifications.

c. Property tax

The County of Santa Cruz assesses properties, bills, and collects property taxes for the District.

-15-



RESOURCE CONSERVATION DISTRICT OF SANTA CRUZ COUNTY
Motes to Financial Statements
June 30, 2015

2. Summary of Significant Accounting Policies (continued)

c. Property tax (continued)

Assessed values are determined annually by the County Assessor as of March 1, and become a
lien on real property as of that date. Taxes are due November 1 and February 1, and are
delinquent if not paid by December 10 and April 10, respectively. The County bills and collects
property taxes and remits them to the District under the state authorized method of apportioning
taxes, whereby all local agencies, including special districts, receive from the County their
respective shares of the amount of ad valorem taxes collected.

d. Cash in county treasury

The District’s cash is held in the County of Santa Cruz Treasury Pool and is considered cash. See
Mote 3 to the financial statements for information regarding the Pools investments, interest rate
risk. concentration of credit risk and custodial credit risk.

e. Accounts receivable

All accounts receivable, if any, are shown net of any allowance for uncollectible accounts. All
receivables which have been remitted within 60 days subsequent to fiscal year end are considered
measurable and available and recognized as income in the government-fund financial statements.

f. Prepaid items

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

g, Capital assets

Capital assets, which include land, buildings, improvements, and equipment are reported in the
Government-Wide Financial Statements. Capital assets are recorded at historical cost or
estimated historical cost if actual cost is not available. Donated assets are valued at their
estimated fair value on the date donated. As of June 30, 2015, the District's capital assets
consisted of office furniture and equipment. The District has set capitalization thresholds for
reporting capital assets at the following:

Capital assets 5 3,000

Depreciation is recorded on the straight-line method (with no depreciation applied to the first
year of acquisition) over the useful lives of the assets as follows:

Furniture office equipment and computers 3 vears

-16-



RESOURCE CONSERVATION DISTRICT OF SANTA CRUZ COUNTY
Motes to Financial Statements
June 30, 2015

2. Summary of Significant Accounting Policies (continued)

h.

j-

Inventory, materials and supplies

The inventory on hand at any time is small. Accordingly, purchases are charged directly to fixed
assets or to maintenance costs, as applicable.

Liability for compensated absences

The District is required to recognize a liability for employees' rights to receive compensation for
future absences. On June 30, 2015 and 2014, the liability for compensated absences was
$35,865 and $27,501, respectively. None of the liability for compensated absences is expected
to be liquidated with expendable available financial resources; accordingly, compensated
absences are accrued as a liability only in the government-wide financial statements.

Long-term debt

In the government-wide financial statements long-term debt is reported as a liability in the
Statement of Net Position. The District had no long term debt as of June 30, 2015.

Estimates

The preparation of financial statements in conformity with generally accepted accounting
principles requires management to make estimates and assumptions that affect 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.

Unrealized gains and losses

Governmental Accounting Standards Board (GASB) has established GASB-31 which requires
public agencies to report the financial effect of all unrealized gains and losses on invested funds.
As of June 30, 2015 and 2014, the unrealized gains for Resource Conservation District of Santa
Cruz County were not considered to be material to the financial statements taken as a whole, and
accordingly, has not been reflected in the financial statements.

-17-



RESOURCE CONSERVATION DISTRICT OF SANTA CRUZ
Motes to Financial Statements
June 30, 2015

3. Pooled Cash and Investments

The District's funds are held in the County of Santa Cruz pooled cash and investment pool. The following is information from
the most recently available (June 30, 2015) audited financial statements of the County of Santa Cruz.

The County sponsors an investment pool that 1s managed by the County Treasurer for the purpose of increasing interest earnings
through investment activities. Cash and investments for most County activities are included in the investment pool. Interest
carned on the investment pool is distributed to the participating funds monthly using a formula based on the average daily cash
balance of each fund. Interest earned through June 30, 2015 was distributed on the thirtieth business day during June 2015, and
is shown as part of receivables on the financial statements.

The following is a summary of cash and investments at June 30, 2015:

Government-Wide Statement of Net Position

Component
Primary Governments Unit
Santa Cruz
Governmental Business-Type County Sanitation
Activities Activities Total District
Cash and investments $ 206,499,726 h) 5,868,928 § 212,368,654 § 19821327
Restricted cash and investments 14,047,087 6,076,310 20,123,397 969,937
Total cash and investments $ 220,546,813 S 11,945238 § 232.492.051 §  20.791.264
Fiduciary Funds
Private
Investment Purpose
Agency Funds Trust Fund Trust Fund County Total
Cash and investments $ 40,590,783 g 371,829,794 5 13,308,970 5 657.919,528
Restricted cash and investments = - 9,003,441 30,186,775
Total cash and investments $ 40,590,783 § 371.829,794 S 22402411 5 688,106,303
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RESOURCE CONSERVATION DISTRICT OF SANTA CRUZ COUNTY

MNotes to Financial Statements
June 30, 2015

Pooled Cash and Investments {continued)

Cash and Restricted Cash
Investments & Investments Total

Primary government and fiduciary funds
Cash on hand or imprest cash $ 3,021.442 h - $ 3,021,442
Cash deposits in Treasury Pool 19.648.141 - 19,648,141
Investments in Treasury Pool 615428618 - 615,428,618
Restricted investments in other pools - 23,157,037 23,157,037
Restricted cash deposits in Treasury Pool - - -
Davenport Sanitation District - - -
County Disposal Sites CSA 9C - 6,059,801 6,059,801
Total 638,098,201 29,216,838 667,315,039

Component unit

Investments in Treasury Pool 19,821,327 - 19,821,327
Restricted investments in other banks - 969,937 969,937
Total 19,821,327 969,937 20,791,264

Total cash and investments $ 657,919,528

$ 30,186,775

$ 688,106,303

At June 30, 2015, the County's cash on hand, deposits, and investments consisted of:

Other Banks/
Treasury Investment
Pool Pools Total
Primary government and fiduciary funds
Cash on hand or imprest cash b 163,310 $ 2,858,132 $  3.021.442
Deposits 19.648.141 - 19,648,141
Investments 620,322,066 24,323,390 644,645,456
Total primary government
and fiduciary funds 640,133,517 27,181,522 667,315,039
Component unit
Investments 19,821,327 969,937 20,791,264
Total component unit 19.821.327 960,937 20,791,264
Total reporting entity % 659,954,844 % 28,151,459 $ 688,106,303
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RESOURCE CONSERVATION DISTRICT OF SANTA CRUZ COUNTY
MNotes to Financial Statements
June 30, 2015

Pooled Cash and Investments (continued)

The carrying amounts of the County's cash deposits were $19,648,141 at June 30, 2015, of
which the bank balances were fully insured or collateralized with securities held by the
pledging financial institutions in the County's name as discussed below.

The California Government Code requires California banks and savings and loan
associations to secure the County's cash deposits by pledging securities as collateral. This
Code states that collateral pledged in this manner shall have the effect of perfecting a
security interest in such collateral superior to those of a general creditor. Thus, collateral
for cash deposits is considered to be held in the County's name.

The market value of pledged securities must equal at least 110% of the County's cash
deposits. California law also allows institutions to secure County deposits by pledging first
trust deed mortgage notes having a value of 150% of the County's total cash deposits. The
County may waive collateral requirements for cash deposits, which are fully insured up to
$250,000, by the Federal Deposit Insurance Corporation. The County, however, has not
waived the collateralization requirements.

Investments

The table below identifies the investment types that are authorized for the County by the
California Government Code or the County's investment policy, where more restrictive.
The table also identifies certain provisions of the County's investment policy that address
interest rate risk, credit risk, and concentration risk.

Maximum Maximum
Maximum  Percentage of  Investment in

Authorized Investment Type Maturity Portfolio One lssuer
Local agency bonds 5 Years 10% Mone
U.S. Treasury obligations 5 Years 100% None
U.S. Government Agency obligations 5 Years 100% 25%
Bankers' acceptances 180 days 40% 10%
Commercial paper 270 days 25% 10%
Megotiable certificates of deposit 5 Years 30% 10%
Bank deposit 5 Years 10% 10%
Repurchase agreements | Year 100% 10%
Medium term notes 5 Years 30% 10%
Mutual funds/money market mutual funds N/A 20% 10%
Local Agency Investment Fund (LAIF N/A 350 Million None
Joint Powers Authority investment funds N/A 25% Mone
Supranationals 5 years 30% None
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Pooled Cash and Investments (continued)

Investments
In accordance with GASB Statement No. 31, Accounting and Financial Reporting for Certain Investments and for External
Investment Pools , investments were stated at cost, as the fair market value adjustment at the year-end was immaterial.

Investments of debt proceeds held by the bond trustee are governed by provisions of the debt agreements, rather than the general
provisions of the California Government Code of the County's investment policy.

Interest Rate Risk
The County manages its exposure to declines in fair values by limiting the weighted average maturity of its investment portfolio to
five years or less in accordance with its investment policy.

At June 30, 2015, the County had the following investment maturities:

Investment Maturities (In Years)

Investment Type Fair Value Less Than | I to 2 2to3 3to4 More than 4
U.S. Treasury securities $226,511,293  § 61,041,740  $107,514,950 § 57,954,603 § - § -
Federal agency securitics 283,626,245 50,046,900 134,634,010 08,945,335 - -
Medium term notes - other 73,469,107 61,387,500 12,081,607 - - -
Money market mutual funds 500,173 500,173 - - - -
Local Agency Investment

Fund (LAIF) 26,023,858 26,023,858 - - - -
Certificates of deposit 55,499,791 55,499,791 - - - =
Investment agreements 9,000,000 9.000.000 - - - -

Total investments $ 674,630,467  $263,499962  § 254,230,567  §156,899938 § - 3 -
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Pooled Cash and Investments (continued)

Concentration of Credit Risk
At June 30, 2015, in accordance with State law and the County's Investment Policy, the

County did not have 5% or more of its net investment in commercial paper, corporate
bonds, or medium-term notes of a single organization, nor did it have 10% or more of its
investment in any one money market mutual fund. Investments in obligations of the U.S.
government, U.S. government agencies, or government sponsored enterprises are exempt
from these limitations.

The following schedule is a summary of the credit quality distribution and concentration
of credit risk by investment type as a percentage of the County Investment Pool's fair
value at June 30, 2015.

Investment Type Standard & Poor's Moody's % of Portfolio

U.S. Treasury securities AA+ Aaa 33.51%
Federal agency securities AA+ Aaa 42.08%
Medium term notes AATAAA Aaa/Aal-Aa3 10.90%
Money market mutual funds Unrated Unrated 0.07%
Local agency investment

Fund (LAIF) Unrated Unrated 3.86%
Certificates of deposit Al+ Pl 5.94%
Checking account Unrated Unrated 2.30%
Investment agreements Unrated Unrated 1.34%

Total 100.00%

Custodial Credit Risk

For investments and deposits held with fiscal agents, custodial credit risk is the risk that,
in the event of the failure of the counterparty, the County will not be able to recover the
value of its investments or deposits that are in the possession of an outside party. At year
end, the County's investment pool and cash with fiscal agents had no securities exposed to
custodial credit risk.
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Pooled Cash and Investments (continued)

Local Agency Investment Fund
The County is a participant in LAIF which is regulated by California Government Code

Section 16429 under the oversight of the Treasurer of the State of California. The
County's investments with LAIF at June 30, 2015, included a portion of the pool funds
invested in Structured Notes and Asset-Backed Securities:

Structured Notes : debt securities (other than asset-backed securities) whose cash
flow characteristics (coupon rate, redemption amount, or stated maturity) depend
upon one or more indices and/or have embedded forwards or options.

Asset-Backed Securities : generally mortgage-backed securities that entitle their
purchasers to receive a share of the cash flows from a pool of assets such as principal
and interest repayments from a pool of mortgages (for example, Collateralized
Mortgage Obligations) or credit card receivables.

At June 30, 2015, the County had $26,023,858 invested in LAIF, which had invested
0.13% of the pool investment funds in Structured Notes and Asset-Backed Securities as
compared to 0.21% in the previous year. LAIF provided a fair value factor of
1.000375979 to calculate the fair value of the investments in LAIF. However, an
adjustment was not made to reflect the fair market value of LAIF, as the fair market
value adjustment was considered immaterial.

LAIF is overseen by the Local Agency Investment Advisory Board, which consists of
five members, in accordance with State statute.
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June 30, 2015
Changes in Fixed Assets
2015
Balance Balance
July 1, 2014 Additions Deletions June 30, 2015
Furniture, office equipment
and computers b 40,489 h - 5 - b 40,489
Accumulated depreciation $  (39.929) § (560) S - §  (40.489)
2014
Balance Balance
July 1, 2013 Additions Deletions June 30, 2014
Furniture, office equipment
and computers b 40,489 h - 5 - ) 40,489
Accumulated depreciation $§  (37,793) § (2,136) S - 5 (39,929)

Changes in Compensated Absences

A summary of changes in compensated absences for the District for the years ended June 30,

2015 and 2014, are as follows:

2015
Balance Balance
July 1, 2014 Additions Deletions June 30, 2015
Accumulated unpaid
compensated absences  $ 27.501 h 50,270 5 41,906 h 35,865
2014
Balance Balance
July 1, 2013 Additions Deletions June 30, 2014
Accumulated unpaid
compensated absences  $ 29 887 h 46,764 5 49,150 h) 27.501
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RESOURCE CONSERVATION DISTRICT OF SANTA CRUZ COUNTY

MNotes to Financial Statements
June 30, 2015

. _Insurance

The District is exposed to various risks of loss related to limited torts; theft of, damage to and
destruction of assets; errors and omissions and natural disasters for which the District carries insurance.
There have been no significant reductions in coverage from the prior year and settlements have not

exceeded coverage in the past three years.

Workers' Compensation: State Compensation Insurance Fund

Liability insurance: The District is insured through the Special District Risk Management Association

General liability
Personal injury and property damage: per occurrence

Public officials and emplovees errors
Per occurrence
General aggregate

Personal liability coverage for board members
Per occurrence
General aggregate

Employvment practices liabilitv and employvment benefits liability
Per occurrence
General aggregate

Employee dishonesty coverage
Per occurrence

Auto
Auto liability: personal injury and property damage: per occurrence
Auto physical damage
Uninsured/underinsured motorists: each accident

Property coverage
Includes fire, theft and flood: each occurrence
(replacement cost for scheduled property)
Boiler and machinery coverage: each occurrence
(replacement cost for scheduled property)

Workers' comp
Statutory workers comp: each occurrence

Employers' liability coverage: each occurrence
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5 2,500,000
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Statutory
S 5.000,000



RESOURCE CONSERVATION DISTRICT OF SANTA CRUZ COUNTY
Motes to Financial Statements
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The District leases office space in Capitola, California under a lease agreement that expires on July
31, 2016. As of June 30, 2015 monthly rent totals $5,303 per month with a rent increase scheduled
for August 1, 2015. Total rent expense for the fiscal years ended June 30, 2015 and 2014 were
$61,337 and $70,833, respectively. Minimum rent payments through the end of the lease term are;
$64,978 for the year ending June 30, 2016 and $5.,425 for the one month period July 2016.

The District’s employees are able to participate in a 401(k) retirement plan after a one year probation
period. Employees only need to work one hour per year to participate and interns and contract
employees are excluded from the plan. In addition, there is a five year vesting period where the
employee becomes 20% vested each year. The District makes dollar-for-dollar contributions on
behalf of the employees up to 4.5% of the employees’ wages. For the year ended June 30, 2015 and
2014, the District contributed $20,285 and $20,827, respectively, to the plan,

The District receives a substantial portion of its revenue from government grants. These grants
represent a significant concentration of the District’s support and revenue, which require the
fulfillment of certain conditions as set forth in the instrument of grant. Failure to fulfill the
conditions could result in the return of the funds to grantors. Although that is a possibility, the
management deems the contingency remote, since by accepting the grants and their terms; it has
accommodated the objectives of the District to the provisions of the grant.

7. Leases

8. Retirement Plan

9. Concentration of Risk
10. Subsequent Events

The District’s management has evaluated events and transactions subsequent to June 30, 2015 for
potential recognition or disclosure in the financial statements. The District did not have subsequent
events that required recognition or disclosure in the financial statements for the year ended June 30,
2015. Subsequent events have been evaluated through March 29, 2016 the date the financial
statements became available to be issued.
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RESOURCE CONSERVATION DISTRICT OF SANTA CRUZ COUNTY
Budgetary Comparison Schedule - Revenues

Budget and Actual - General Fund
For the Year Ended June 30, 2015

Revenues

Property taxes
Current secured
Current unsecured
Current secured - supplemental
Current unsecured - supplemental
Prior years

Total property taxes
Use of money and property - interest

Aid from other governmental
agencies
Homeowners' property tax relief
Contributions from other
governmental agencies
Total aid from other
governmental agencies

Grants
State - other
Federal - other

Total grants

Other revenue
Other funds - special district
augmentation fund
Contributions and donations
Other revenue
Other revenue

Total other revenue

Total revenues

2015

Adjusted Variance

Final Final Favorable
Budget Budget Actual (Unfavorable)
5 22,000 $ 22,000 b 24,517 2,517
= - 502 502
- - 305 305
- - 7 7
N - 1,245 1,245
22,000 22,000 26,576 4,576
1,500 1,500 1,170 (330
- - 188 188
- - 188 188
3,101,346 3,101,346 2,061,852 (1.039,494)
193,926 193,926 77,358 (116,568)
3,295,272 3295272 2,139,210 (1,156,062)
40,900 40,900 37,160 (3,740)
- - 125 125
- - 33 33
254,168 254,168 184,073 (70.,095)
295 068 295 068 221,391 (73,677)
S 3,613,840 $ 3,613,840 § 2,388,535 % (1,225,305)
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RESOURCE CONSERVATION DISTRICT OF SANTA CRUZ COUNTY
Budgetary Comparison Schedule - Expenditures -
Budget and Actual - General Fund
For the Year Ended June 30, 2015

2015
Adjusted Variance
Final Final Favorable
Expenditures Budget Budget Actual (Unfavorable)
Salaries and employee benefits
Regular pay 5  T18,095 $ 718,095 $ 643,973 § 74,122
Social security 44,522 44,522 46,699 (2,177)
Employee insurance and benefits 172,343 172,343 69,717 102,626
Unemployment insurance 35,059 35.059 5.568 29,491
Workers' compensation 6,165 0,165 2,083 3,182
Total salaries and employee
benefits 976,184 976,184 768,940 207,244
Services and supplies
Telephone 4,500 4,500 5,759 (1.259)
Insurance 20,804 20,804 12,023 8,781
Memberships 3.474 3,474 2,661 813
Postage 2,877 2877 1,131 1,746
Supplies 57,676 57.676 10,527 47,149
Accounting and auditing 41,548 41,548 32.641 8.907
Legal services 18,258 18,258 1.935 16,323
Professional services 2,416,337 2.416,337 1,457414 958,923
Publication printing costs 12,098 12,098 5,738 6,360
Legal notices 881 8281 - 881
Rents and leases - structures 61,781 61,781 61,337 444
Special district expense - services 36,353 36,353 33411 2,942
Mileage 22978 22,978 16,001 6,887
Utilities 3,224 3,224 3,522 (298)
Total service and supplies 2,702,789 2,702,789 1,644,190 1,058,599
Fixed assets - equipment 26,228 26,228 - 26,228
Appropriations for contingencies 251,105 251,105 - 251,105
Total expenditures § 3,956,306 $ 3,956,306 $2.413,130 S 1,543,176
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