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INDEPENDENT AUDITOR’S REPORT

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

Report on the Audit of the Financial Statements

Opinions

We have audited the accompanying financial statements of the governmental activities and each
major fund of the Resource Conservation District of Santa Cruz County (the District), as of and for
the year ended June 30, 2025, and the related notes to the financial statements, which collectively
comprise the District’s basic financial statements as listed in the table of contents.

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 the District, as of
June 30, 2025, and the respective changes in financial position and for the year then ended in
accordance with accounting principles generally accepted in the United States of America.

Basis for Opinions

We conducted our audit in accordance with auditing standards generally accepted in the United States
of America (GAAS) and the standards applicable to financial audits contained in Government
Auditing Standards, issued by the Comptroller General of the United States. Our responsibilities
under those standards are further described in the Auditor’s Responsibilities for the Audit of the
Financial Statements section of our report. We are required to be independent of the District and to
meet our other ethical responsibilities, in accordance with the relevant ethical requirements relating to
our audit. We believe that the audit evidence we have obtained is sufficient and appropriate to provide
a basis for our audit opinions.

Responsibilities of Management for the Financial Statements

District management is responsible for the preparation and fair presentation of the financial
statements in accordance with accounting principles generally accepted in the United States of
America, and for 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.

In preparing the financial statements, management is required to evaluate whether there are
conditions or events, considered in the aggregate, that raise substantial doubt about the District’s
ability to continue as a going concern for twelve months beyond the financial statement date,
including any currently known information that may raise substantial doubt shortly thereafter.
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Auditor’s Responsibilities for the Audit of the Financial Statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole
are free from material misstatement, whether due to fraud or error, and to issue an auditor’s report
that includes our opinions. Reasonable assurance is a high level of assurance but is not absolute
assurance and therefore is not a guarantee that an audit conducted in accordance with GAAS will
always detect a material misstatement when it exists. The risk of not detecting a material
misstatement resulting from fraud is higher than for one resulting from error, as fraud may involve
collusion, forgery, intentional omissions, misrepresentations, or the override of internal control.
Misstatements are considered material if there is a substantial likelihood that, individually or in the
aggregate, they would influence the judgment made by a reasonable user based on the financial
statements.

In performing an audit in accordance with GAAS and GAGAS, we:

e Exercise professional judgment and maintain professional skepticism throughout the audit.

o Identify and assess the risks of material misstatement of the financial statements, whether due
to fraud or error, and design and perform audit procedures responsive to those risks. Such
procedures include examining, on a test basis, evidence regarding the amounts and disclosures
in the financial statements.

e Obtain an understanding of internal control relevant to the audit 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 District’s internal control. Accordingly, no such opinion is
expressed.

e Evaluate the appropriateness of accounting policies used and the reasonableness of significant
accounting estimates made by management, as well as evaluate the overall presentation of the
financial statements.

e Conclude whether, in our judgment, there are conditions or events, considered in the
aggregate, that raise substantial doubt about the District’s ability to continue as a going
concern for a reasonable period of time.

We are required to communicate with those charged with governance regarding, among other matters,
the planned scope and timing of the audit, significant audit findings, and certain internal control—
related matters that we identified during the audit.

Required Supplementary Information

Accounting principles generally accepted in the United States of America require that the
management’s discussion and analysis and budgetary comparison information for the general fund, as
listed in the table of contents, 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
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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.

Comparative Information

The District’s basic financial statements and related notes for the year ended June 30, 2024, were
audited by another auditor who expressed an unmodified opinion on those statements on July 29,
2025. Our opinion has not been modified with respect to this matter.

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated June 19,
2026, 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.

C4A uP

June 19, 2026
Morgan Hill, California
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Resource Conservation District of Santa Cruz County
Management’s Discussion and Analysis
For the Fiscal Year Ended June 30, 2025

INTRODUCTION

The purpose of the Management’s Discussion and Analysis (MD&A) is to present a discussion and analysis of
the District’s financial performance during the year ended on June 30, 2025. This report will (1) focus on
significant financial issues, (2) provide an overview of the District’s financial activity, (3) identify changes in
the District’s financial position, (4) identify any individual fund issues or concerns, and (5) provide
descriptions of significant asset and debt activity. This information, presented in conjunction with the annual
Basic Financial Statements, is intended to provide a comprehensive understanding of the District’s operations
and financial standing.

Required Components of the Annual Financial Report

Management’s Basic
Discussion & Analysis Financial Statements

Government-Wide Fund . thes to the
Financial Statements Financial Statements Financial Statements

OVERVIEW AND USE OF THE FINANCIAL STATEMENTS

This annual report consists of a series of basic financial statements and notes. The statements are organized so
the reader can understand the District as an entire operating entity by providing an increasingly detailed look at
specific financial activities.

The Statement of Net Position and Statement of Activities is comprised of the government-wide financial
statements and provides information about the activities of the District as a whole, presenting both an
aggregate view of the District’s finances as well as a longer-term view of those finances. Fund Financial
Statements provide the next level of detail. For governmental funds, these statements reflect how services were
financed in the short-term as well as what remains for future spending. The Basic Financial Statements also
include notes that explain some of the information in the financial statements and provide more detailed data.

The full annual financial report is a product of three separate parts: the basic financial statements,
supplementary information, and this section, the Management’s Discussion and Analysis. The three sections
together provide a comprehensive financial overview of the District. The basic financials are comprised of two
kinds of statements that present financial information from different perspectives, government-wide and fund
statements.

» Government-wide financial statements, which comprise the first two statements, provide both short-term
and long-term information about the District’s overall financial position.

» Individual parts of the District, which are reported as fund financial statements, focus on reporting the
District’s operations in more detail. These fund financial statements comprise the remaining statements.
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Resource Conservation District of Santa Cruz County
Management’s Discussion and Analysis
For the Fiscal Year Ended June 30, 2025

» Notes to the financial statements, provide more detailed data and provide explanations to some of the
information in the statements. The required supplementary information section provides further
explanations and additional support for the financial statements.

GOVERNMENT-WIDE FINANCIAL STATEMENTS - STATEMENT OF NET POSITION AND THE STATEMENT OF
ACTIVITIES

The view of the District as a whole looks at all financial transactions and asks the question, “How did we do
financially during the fiscal year 2024-2025. The Statement of Net Position and the Statement of Activities
answers this question. These statements include all assets and liabilities using the accrual basis of accounting
similar to the accounting practices used by most private-sector companies. This basis of accounting takes into
account all of the current year revenues and expenses regardless of when cash is received or paid.

These two statements report the District’s net position and changes in net position. This change in net position
is important because it tells the reader that, for the District as a whole, whether the financial position of the
District has improved or diminished. The causes of this change may be the result of many factors, some
financial, and some not. Non-financial factors include the District’s property tax base, current property tax
laws in California restricting revenue growth, facility conditions and other factors.

In the Statement of Net Position and the Statement of Activities, the District reports governmental activities
which reflect the District’s programs and services. The District does not have any business type activities.

FINANCIAL HIGHLIGHTS

» Net position increased by $315,068, 13%, as revenues exceeded expenses by this amount.

Current assets increased by $2,193,763, 58%, due to an increase in accounts receivable from grants.
See Note 3 in the notes to financial statements.

Current liabilities increased by $1,821,941, 152%, due to increased amounts owed to third parties for
forestry services.

Noncurrent liabilities increased by $56,754, 102% due to an increase in compensated absences.

Fund balance in the General Fund decreased by $633,646, 47%, due to an increase in salaries and
benefits and contract services expenditures.

Total revenues in the General Fund were $7,252,179 while total expenditures in the General Fund
were $7,885,825.

YV VVY VYV

REPORTING THE DISTRICT’S MOST SIGNIFICANT FUNDS
Fund Financial Statements

Fund financial reports provide detailed information about the District’s major funds. The District uses one
operating fund, the General Fund, to account for a multitude of financial transactions.

Governmental Funds

The General Fund is a governmental fund type and is reported using an accounting method called modified
accrual accounting, which measures cash and all other financial assets that can readily be converted to cash.
The governmental fund statements provide a detailed short-term view of the District’s general government
operations and the basic services it provides. Governmental fund information helps determine whether there
are more or fewer financial resources that can be spent in the future to finance conservation, restoration, and
wildfire resilience programs. The relationship (or differences) between governmental activities (reported in the
Statement of Net position and the Statement of Activities) and governmental funds is reconciled in the
financial statements.
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Resource Conservation District of Santa Cruz County
Management’s Discussion and Analysis
For the Fiscal Year Ended June 30, 2025

THE DISTRICT AS A WHOLE

Recall that the Statement of Net Position provides the perspective of the District as a whole. Table 1 provides a
summary of the District’s net position as compared to last period:

Table 1 - Summary of Statement of Net Position

Percentage
2025 2024 Change Change 2023
Assets
Current assets $ 5865714 $§ 3671951 § 2,193,763 59.74% $ 4,030,453
Total Assets $ 5865714 § 3671951 § 2,193,763 59.74% $ 4,030,453
Liabilities
Current liabilites $ 3020658 $ 1,198,717 $§ 1,821,941 151.99% § 2,181,364
Noncurrent liabilities 112,634 55,880 56,754 101.56% 48,801
Total Liabilities $ 3133292 § 1254597 § 1,878,695 149.74% $ 2,230,165
Net Position
Unrestricted $§ 2732422 § 2417354 § 315,068 13.03% $ 1,800,288
Total Net Position $ 2732422 § 2417354 § 315,068 13.03% $ 1,800,288

The District’s net position increased by $315,068 for the fiscal year ended June 30, 2025, which was mostly
from program revenues that increased by $2,577,169. The entire net position balance of $2,732,422 was
unrestricted as of year-end. Current liabilities increased as a result of the implementation of forest health and
agricultural projects, as well as an increase in personnel costs due to wage and benefit increases.
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Resource Conservation District of Santa Cruz County
Management’s Discussion and Analysis
For the Fiscal Year Ended June 30, 2025

Table 2 shows the changes in net position for 2025 as compared to period 2024.

| Table 2 - Summary of Changes in Net Position

Percentage
2025 2024 Change Change 2023
Revenues
Program Revenues:
Operating Grants and Contributions ~ § 8117979 $§ 5540810 § 2,577,169 4651% $ 5424012
General Revenues:
Property taxes 48,477 45,381 3,096 6.82% 43,957
Investment income 91,191 68,890 22,301 32.37% 25,674
Total Revenues 8,257,647 5,655,081 2,602,566 46.02% 5,493,643
Program Expenses
Resource conservation 7,942,579 5,038,015 2,904,564 57.65% 4,816,999
Total Expenditures 7,942,579 5,038,015 2,904,564 57.65% 4,816,999
Change in Net Position 315,068 617,066 (301,998) -48.94% 676,644
Beginning Net Position 2,417,354 1,800,288 617,066 34.28% 1,123,644
Ending Net Position $ 2732422 § 2417354 § 315,068 13.03% $ 1,800,288

Revenues increased primarily from an increase to forest health and agricultural grant sources (CALFIRE,
Coastal Conservancy, CDFA) for the implementation of projects. There were also increases in property tax
revenue from increases property values and interest earnings from carrying larger average cash balances in the
county pool. Expenses increased as a result of implementation of forest health and agricultural projects, as well
as increase in personnel costs due to wage and benefit increases.

THE DISTRICT’S FUND BALANCE

Table 3 provides an analysis of the District’s fund balances and the total change in fund balances from the
prior year.

| Table 3 - Summary of Fund Balance |

Percentage
2025 2024 Change Change 2023
Nonspendable prepaid items ~ $ 14398 $ 13,747  $ 651 474% $ 9,920
Unassigned 693,614 1,327,911 (634,297) -47.77% 458,361
Total Fund Balance $ 708,012 $ 1,341,658 $ (633,646) -4723% $ 468,281

Governmental fund balances decreased by $633,646 for the fiscal year ended June 30, 2025 as increased top
expenses outpaced increases to revenue 34%.
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Resource Conservation District of Santa Cruz County
Management’s Discussion and Analysis
For the Fiscal Year Ended June 30, 2025

GENERAL FUND BUDGETING HIGHLIGHTS
The District’s budget is prepared according to California law using the modified accrual basis of accounting.

During the course of the fiscal year ended June 30, 2025, the District did not revise its General Fund budget.
The District adopted a balanced budget with total budgeted revenues of $12,240,613 and total budgeted
expenditures of 14,007,824, for a deficit of $1,767,211. Actual revenues were less than budgeted by
$4,988,434 and actual expenditures were less than budgeted by $6,121,999, for an actual deficit of $633,646.
The District’s available fund balance was sufficient to cover the deficit and the District realized on overall
budget savings of $1,133,565.

LONG TERM LIABILITIES

Table 4 summarizes the changes in long-term liabilities from 2025 to 2024.

| Table 4 - Summary of Long-term Liabilities

Percentage
2025 2024 Change Change 2023
Compensated absences $ 112,634  $ 55,880 $ 56,754 101.56% $ 48,801

At year-end the District had no long-term liabilities, except for liabilities related to compensated
absences.

EcoNOMIC FACTORS AND NEXT YEAR’S BUDGET

In developing the fiscal year 2025-2026 budget, the staff and management had to consider a number of
factors that would impact the District's economy and finances. Reimbursable grant-funded activities can
vary year-to-year depending on the availability of grants and contracts with state and federal government
sources, but the District is committed to developing more stable financial support for its priority
programs. 2025-2026 budgeted grant revenues were about 10% less than the prior year revenues and
expenses, which tend to vary slightly from year to year.

CONTACTING THE DISTRICT’S FINANCIAL MANAGEMENT

This financial report is designed to provide our citizens, taxpayers, parents, participants, investors and creditors
with a general overview of the District’s finances and to demonstrate the District’s accountability for the
money it receives. Questions concerning any of the information provided in this report or requests for
additional financial information should be addressed Arianne Rettinger, Director of Finance, Resource
Conservation District of Santa Cruz County, 2425 Porter Street Suite 19, Soquel, CA 95073.
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Resource Conservation District of Santa Cruz County

Statement of Net Position
June 30, 2025

Assets
Current assets:
Cash and investments
Accounts receivable
Prepaid items
Total Assets

Liabilities
Current liabilities:

Accounts payable

Accrued payroll

Grant funds received in advance

Total current liabilities

Noncurrent liabilities:

Compensated absences

Total Liabilities

Net Position
Unrestricted
Total Net Position

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

Governmental Activities

2025 2024
$ 3,274,786 $ 1,881,638
2,576,530 1,776,566
14,398 13,747
$ 5,865,714 S 3,671,951
$ 2,363,175 $ 913,446
61,005 52,033
596,478 233,238
3,020,658 1,198,717
112,634 55,880
$ 3,133292. § 1,254,597
$ 2,732,422 $ 2,417,354
$ 2,732,422 $ 2,417,354
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Resource Conservation District of Santa Cruz County
Statement of Activities
For the Fiscal Year Ended June 30, 2025

2025 2024
Program Revenues Net (Expense) Net (Expense)
Operating Revenue and Revenue and
Grants and Changes in Changes in
Expenses Contributions Net Position Net Position
Governmental activities:

Resource conservation $ 7,942,579 $ 8,117,979 $ 175,400 $ 502,795
Total governmental activities $ 7,942,579 $ 8,117,979 175,400 502,795
General revenues

Property taxes 48,477 45,381

Investment income 91,191 68,890
Total general revenues 139,668 114,271
Change in net position 315,068 617,066
Net position beginning 2,417,354 1,800,288
Net position ending $ 2,732,422  § 2,417,354

The notes to the financial statements are an integral part of this statement.
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Resource Conservation District of Santa Cruz County

Balance Sheet

Governmental Funds
June 30, 2025

Assets

Cash and investments
Accounts receivable
Prepaid items

Total Assets

Liabilities and Fund Balance
Liabilities:

Accounts payable

Accrued payroll

Grant funds received in advance

Total Liabilities

Deferred Inflows of Resources
Unavailable revenues

Total Deferred Inflow of Resources
Fund Balance:

Nonspendable prepaid items
Unassigned

Total Fund Balance

Total Liabilities and Fund Balance

General Fund

2025 2024
3,274,786 $ 1,881,638
2,576,530 1,776,566
14,398 13,747
5,865,714 $ 3,671,951
2,363,175 $ 913,446
61,005 52,033
596,478 233,238
3,020,658 1,198,717
2,137,044 1,131,576
2,137,044 1,131,576
14,398 13,747
693,614 1,327,911
708,012 1,341,658
5,865,714 $ 3,671,951

The notes to the financial statements are an integral part of this statement.
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Resource Conservation District of Santa Cruz County
Reconciliation of the Governmental Funds Balance Sheet to the Statement of Net Position
June 30, 2025

2025 2024
Total fund balance - governmental funds $ 708,012 1,341,658
Amounts reported in the Statement of Net Position are different because:
Deferred inflow of resources for unavailable revenue represents unearned grant revenue
in the government-wide statements but are not available for current obligations in the
governmental fund statements. 2,137,044 1,131,576
Long-term liabilities are not due and payable in the current year and therefore are not
reported as liabilities in the funds. Long-term liabilities at year-end consists of:
Compensated absences (112,634) (55,880)
Total net position - governmental activities 2,732,422 2,417,354

The notes to the financial statements are an integral part of this statement.
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Resource Conservation District of Santa Cruz County
Statement of Revenues, Expenditures and Changes in Fund Balance Governmental Funds

For the Fiscal Year Ended June 30, 2025

Revenues:
Property taxes
Use of money and property

Governmental grants and contributions

Local grants and contributions
Total revenues
Expenditures:
Current:

Resource Conservation:
Salaries and benefits
Services and supplies:

Contract services
Other services and supplies
Total expenditures
Net changes in fund balance

Fund balance beginning

Fund balance ending

General Fund

2025 2024
$ 48,477 $ 45,381
91,191 68,890
6,860,373 5,425,173
252,138 364,869
7,252,179 5,904,313
1,798,744 1,602,780
5,967,729 3,341,768
119,352 86,388
7,885,825 5,030,936
(633,646) 873,377
1,341,658 468,281
$ 708,012 § 1,341,658

The notes to the financial statements are an integral part of this statement.
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Resource Conservation District of Santa Cruz County
Reconciliation of the Governmental Funds Statement of Revenues, Expenditures
and Changes in Fund Balanceto the Statement of Activities
For the Fiscal Year Ended June 30, 2025

2025 2024

Total net change in fund balance - governmental funds $  (633,646) $ 873,377
Deferred inflow of resources for unavailable revenue represents unearned grant revenue

in the government-wide statements but are not available for current obligations in the

governmental fund statements. 1,005,468 (249,232)
In the Statement of Activities, compensated absences are measured by the amount earned

during the year. In governmental funds, however, expenditures for those items are

measured by the amount of financial resources used (essentially the amounts paid). This

year, vacation earned exceeded the amounts used. (56,754) (7,079)
Change in net position of governmental activities $ 315,068 $ 617,066

The notes to the financial statements are an integral part of this statement.
Page 16
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Resource Conservation District of Santa Cruz County
Notes to the Basic Financial Statements
June 30, 2025

NOTE 1 - SIGNIFICANT ACCOUNTING POLICIES

A. Description of Reporting Entity

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 entity 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 unit of
that entity.

B. Accounting Principles

The accounting policies of the District conform to generally accepted accounting principles as
prescribed by the Governmental Accounting Standards Board (GASB) and the American Institute of
Certified Public Accountants (AICPA).

C. Basis of Presentation

Government-wide Financial Statements:

The government-wide financial statements (i.e., the Statement of Net Position and the Statement of
Activities) report information on all of the activities of the District. The Statement of Net Position
reports all assets, deferred outflows of resources, liabilities, deferred inflows of resources, and net
position.

The government-wide statements are prepared using the economic resources measurement focus. This
approach differs from the manner in which governmental fund financial statements are prepared.
Governmental fund financial statements, therefore, include the reconciliation with brief explanations
to better identify the relationship between the government wide statements and the statements for the
governmental funds.

The government-wide statement of activities presents a comparison between direct expenses and

program revenues for each function or program of the District’s governmental activities. Direct
expenses are those that are specifically associated with a service, program, or department and are
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Resource Conservation District of Santa Cruz County
Notes to the Basic Financial Statements
June 30, 2025

therefore clearly identifiable to a particular function. The District does not allocate indirect expenses
to functions in the statement of activities. Program revenues include charges paid by the recipients of
goods or services offered by a program, as well as grants and contributions that are restricted to
meeting the operational or capital requirements of a particular program. Revenues that are not
classified as program revenues are presented as general revenues of the District, with certain
exceptions. The comparison of direct expenses with program revenues identifies the extent to which
each governmental function is self-financing or draws from the general revenues of the District.

Fund Financial Statements:

Fund financial statements report detailed information about the District. The accounting and financial
treatment applied to a fund is determined by its measurement focus. All governmental funds are
accounted for using a flow of current financial resources measurement focus. With this measurement
focus, only current assets, deferred outflows, current liabilities and deferred inflows are generally
included on the balance sheet. The Statement of Revenues, Expenditures, and Changes in Fund
Balance for these funds present increases (i.e., revenues and other financing sources) and decreases
(i.e., expenditures and other financing uses) in net current assets.

Basis of Accounting

Basis of accounting refers to when revenues and expenditures are recognized in the accounts and
reported in the financial statements. Government-wide financial statements are prepared using the
accrual basis of accounting. Governmental funds use the modified accrual basis of accounting.

Revenues - Exchange and Non-exchange Transactions:

Revenue resulting from exchange transactions, in which each party gives and receives essentially
equal value, is recorded under the accrual basis when the exchange takes place. On a modified accrual
basis, revenue is recorded in the fiscal period in which the resources are measurable and become
available. “Available” means the resources will be collected within the current fiscal period or are
expected to be collected soon enough thereafter to be used to pay liabilities of the current fiscal
period. For the District, “available” means collectible within the current period or within 60 days after
the end of the fiscal year.

Non-exchange transactions, in which the District receives value without directly giving equal value in
return, include property taxes, grants, and entitlements. Under the accrual basis, revenue from
property taxes is recognized in the fiscal period for which the taxes are levied. Revenue from grants
and entitlements is recognized in the fiscal period in which all eligibility requirements have been
satisfied. Eligibility requirements include timing requirements, which specify the period when the
resources are to be used or the fiscal period when use is first permitted; matching requirements, in
which the District must provide local resources to be used for a specific purpose; and expenditure
requirements, in which the resources are provided to the District on a reimbursement basis. Under the
modified accrual basis, revenue from non-exchange transactions must also be available before it can
be recognized.

Deferred Outflows of Resources and Deferred Inflows of Resources:

A deferred outflow of resources is defined as a consumption of net assets that applies to a future
period(s) and so will not be recognized as an outflow of resources (expenses/expenditure) until then.
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A deferred inflow of resources is defined as an acquisition of net assets that applies to a future
period(s) and so will not be recognized as an inflow of resources (revenues) until that time.

When applicable, unamortized portions of the gain and loss on refunding debt are reported as deferred
inflows and deferred outflows of resources, respectively. Deferred outflows and inflows of resources
are reported for the changes related to benefit plans. In addition, when an asset is recorded in
governmental fund financial statements, but the revenue is not available, a deferred inflow of
resources is reported until such time as the revenue becomes available.

Unearned Revenue:

Unearned revenue arises when assets (such as cash) are received before revenue recognition criteria
have been satisfied. Grants and entitlements received before eligibility requirements (such as
qualified expenditures) are met are recorded as liabilities from unearned revenue.

Unavailable Revenue:

In the governmental fund financial statements, receivables associated with non-exchange transactions
that will not be collected within the availability period have been recorded as deferred inflows of
resources as unavailable revenue.

Expenses/Expenditures:

On the accrual basis of accounting, expenses are recognized at the time a liability is incurred. On the
modified accrual basis of accounting, expenditures are generally recognized in the accounting period
in which the related fund liability is incurred, as under the accrual basis of accounting. However,
under the modified accrual basis of accounting, debt service expenditures, as well as expenditures
related to compensated absences and claims and judgments, are recorded only when payment is due.
Allocations of cost, such as depreciation and amortization, are not recognized in the governmental
funds. When both restricted and unrestricted resources are available for use, it is the District’s policy
to use restricted resources first, then unrestricted resources as they are needed.

Fund Accounting

The accounts of the District are organized into one operating fund with a separate set of self-
balancing accounts that comprise of the District’s assets, deferred outflows, liabilities, deferred
inflows, fund balance, revenues, and expenditures.

Major funds are defined as funds that have either assets, liabilities, revenues or expenditures/expenses
equal to ten percent of their fund-type total and five percent of the grand total. The General Fund is
always a major fund. The District has no proprietary or fiduciary funds.

The District reports the following governmental fund:

General Fund

The General Fund is the general operating fund of the District and is used to account for all financial
resources.
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F. Budgets and Budgetary Accounting

The District's Board of Directors adopts an annual operating budget under generally accepted
accounting principles for the District by major fund, on or before June 30, for the ensuing fiscal
period. The Board of Directors may amend the budget by resolution during the fiscal period. The
legal level of control, the level at which expenditures may not legally exceed the budget, is at the
category level. Encumbrances are liquidated at year-end.

G. Assets, Liabilities, and Equity

1.

Cash Deposits

The District’s cash deposits are cash in banks held by the County.

Cash in County Treasury

The Districts cash is held in the Santa Cruz County (the " County") Treasury Pool, which is not
rated by national credit rating agencies. See Note 2 to these financial statements for information
regarding the Pools investments, interest rate risk, concentration of credit risk and custodial credit
risk. The County Treasurer pools cash with other County and Special District funds and invests to
maximize income consistent with safe and prudent investment practices within the guidelines of
the County' s investment pool. The County routinely reviews its investment policy. The estimated
fair value of investments in the pool is based on quoted market prices. The fair value of the
District' s position in the pool is the same as the value of the pool shares. The value of the pool
shares may be withdrawn at any time based on an amortized cost basis, which is different than the
fair value of the District' s position in the pool. Information regarding the investments within the
pool, including related risks, can be found in the County of Santa Cruz' s Comprehensive Annual
Financial Report.

Investments

Investments are recorded at fair value in accordance with GASB Statement No. 72, Fair Value
Measurement and Application. Accordingly, the change in fair value of investments is recognized
as an increase or decrease to investment assets and investment income. Fair value is defined as
the price that would be received to sell an asset or paid to transfer a liability in an orderly
transaction. In determining this amount, three valuation techniques are available:

e Market approach - This approach uses prices generated for identical or similar assets or
liabilities. The most common example is an investment in a public security traded in an
active exchange such as the NYSE.

e Cost approach - This technique determines the amount required to replace the current
asset. This approach may be ideal for valuing donations of capital assets or historical
treasures.

e Income approach - This approach converts future amounts (such as cash flows) into a
current discounted amount.

Each of these valuation techniques requires inputs to calculate a fair value. Observable inputs
have been maximized in fair value measures, and unobservable inputs have been minimized.
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Accounts receivable

Management believes all accounts receivable to be collectable and are shown without 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.

Prepaid Items

Certain payments to vendors reflect costs applicable to future accounting periods and are
recorded as prepaid items in both government- wide and fund financial statements. A reservation
of fund balance has been reported in the governmental funds to show that prepaid amounts do not
constitute "available spendable resources."

Capital Assets

Capital assets, which include land, buildings and improvements, furniture, equipment, and
construction in progress, are reported in the government-wide financial statements. Capital assets
are valued at cost when historical records are available and at an estimated historical cost when
no historical records exist. Donated capital assets are valued at their acquisition value at the time
of acquisition plus ancillary charges, if any. Donated works of art and similar items and capital
assets received in service concession arrangements are reported at acquisition value. The District
utilizes a capitalization threshold of $5,000.

Projects under construction are recorded at cost as construction in progress and transferred to the
appropriate asset account when substantially complete. Costs of major improvements and
rehabilitation of buildings are capitalized. Repair and maintenance costs are charged to expense
when incurred. Equipment disposed of, or no longer required for its existing use, is removed from
the records at actual or estimated historical cost, net of accumulated depreciation.

All capital assets, except land and construction in progress, are depreciated using the straight-line
method over the following estimated useful lives:

Assets Years
Furniture, office equipment, and computers 3
Equipment 3-15

Deferred outflows/inflows of resources

In addition to assets, the statement of financial position will sometimes report deferred outflows
of resources. Deferred outflows of resources represent a consumption of net position that applies
to future periods and so will not be recognized as an outflow of resources (expense/ expenditures)
until then. In addition to liabilities, the statement of financial position will sometimes report
deferred inflows of resources. Deferred inflows of resources represent an acquisition of net
position that applies to future periods and so will not be recognized as an inflow of resources
(revenue) until then.
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10.

Long-Term Liabilities

In the government-wide financial statements, long-term debt and other long-term liabilities are
reported as liabilities in the Statement of Net Position.

Compensated Absences

Compensated absences are accrued as a liability for leave time that (1) has been earned for
services previously rendered by employees, (2) accumulates and is allowed to be carried over to
subsequent years, and (3) is more likely than not to be used as time off or settled during or upon
separation from employment. Based on the criteria listed, only vacation and sick leave qualify for
liability recognition. The entire compensated absence liability is reported on the government-wide
statement of net position. For governmental funds, the current portion of unpaid compensated
absences is recognized upon the occurrence of relevant events such as employee resignations and
retirements that occur prior to year-end that have not yet been paid with expendable available
financial resources. These amounts are reported in the fund from which the employees who have
accumulated leave are paid. Compensated absences in the governmental activities are liquidated
primarily by using general fund resources.

Vacation

All vacation pay is accrued when incurred in the government-wide financial statements. A
liability for these amounts is reported in the governmental funds only if they have matured, for
example, as a result of employee resignations and retirements.

Sick Leave

Accumulated sick leave benefits are not recognized as liabilities of the District. The District’s
policy is to record sick leave as an operating expense in the period taken, since such benefits do

not vest, the accumulated amount is reset at the end of each fiscal year.

Fund Balance Classifications

In accordance with Government Accounting Standards Board 54, Fund Balance Reporting and
Governmental Fund Type Definitions, the District classifies governmental fund balances as
follows:

e Nonspendable fund balance includes amounts that cannot be spent either because it is not in
spendable form or because of legal or contractual constraints.

e Restricted fund balance includes amounts that are constrained for specific purposes which are
externally imposed by providers, such as creditors or amounts constrained due to
constitutional provisions or enabling legislation.

e Committed fund balances include amounts that are constrained for specific purposes that are
internally imposed by the government through formal action of the highest level of decision-
making authority and does not lapse at period-end. Committed fund balances are imposed by
the District’s Board of Directors through a resolution. Any changes to committed fund
balance requires the approval of the Board.

o Assigned fund balance includes amounts that are intended to be used for specific purposes
that are neither considered restricted nor committed. The District has not designated any level
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11.

12.

13.

of authority for assigning fund balance, therefore, the Board of Directors can assign fund
balance.

o  Unassigned fund balance includes amounts which have not been classified within the above-
mentioned categories.

Net Position

Net position represents the difference between assets, deferred outflows of resources, liabilities
and deferred inflows of resources. In the government-wide financial statements, net position is
classified in the following categories:

e Net investment in capital assets consists of capital assets, net of accumulated depreciation,
reduced by the outstanding balances of any borrowings used for the acquisition, construction
or improvement of those assets. In addition, deferred outflows of resources and deferred
inflows of resources that are attributable to the acquisition, construction, or improvement of
those assets or related debt also are included in the net investment in capital assets component
of net position.

e Restricted net position is reported when there are limitations imposed on its use either
through the enabling legislation adopted by the District or through external restrictions
imposed by creditors, grantors, laws or regulations of other governments. The District applies
restricted resources when an expense is incurred for purposes for which both restricted and
unrestricted net position is available.

o Unrestricted net position reflects amounts that are not subject to any donor-imposed
restrictions. This class also includes restricted contributions whose donor-imposed
restrictions were met during the fiscal period.

The District uses restricted/committed amounts to be spent first when both restricted and
unrestricted fund balance is available unless there are legal documents/contracts that prohibit
doing this, such as a grant agreement requiring dollar for dollar spending. Additionally, the
District would first use committed, then assigned, and lastly unassigned amounts of unrestricted
fund balance when expenditures are made.

Property tax

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 their respective shares of the
amount of ad valorem taxes collected from the County.

Accounting Estimates

The presentation of financial statements in conformity with accounting principles generally
accepted in the United States of America requires management to make estimates and
assumptions that affect the 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 may differ from those estimates.
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H. Implementation of New Accounting Pronouncements

GASB Statement No. 101, Compensated Absences

During the year, the District implemented GASB Statement No. 101 Compensated Absences. This
Statement requires that liabilities for compensated absences be recognized for (1) leave that has not
been used and (2) leave that has been used but not yet paid in cash or settled through noncash means.
A liability should be recognized for leave that has not been used if (a) the leave is attributable to
services already rendered, (b) the leave accumulates, and (c) the leave is more likely than not to be
used for time off or otherwise paid in cash or settled through noncash means. Leave is attributable to
services already rendered when an employee has performed the services required to earn the leave.
Leave that accumulates is carried forward from the reporting period in which it is earned to a future
reporting period during which it may be used for time off or otherwise paid or settled. In estimating
the leave that is more likely than not to be used or otherwise paid or settled, a government should
consider relevant factors such as employment policies related to compensated absences and historical
information about the use or payment of compensated absences. However, leave that is more likely
than not to be settled through conversion to defined benefit postemployment benefits should not be
included in a liability for compensated absences.

This Statement requires that a liability for certain types of compensated absences - including parental
leave, military leave, and jury duty leave - not be recognized until the leave commences. This
Statement also requires that a liability for specific types of compensated absences not be recognized
until the leave is used. A liability for leave that has been used but not yet paid or settled should be
measured at the amount of the cash payment or noncash settlement to be made. Certain salary-related
payments that are directly and incrementally associated with payments for leave also should be
included in the measurement of the liabilities. The implementation of this standard did not have a
material impact on the District’s financial statements.

GASB Statement No. 102, Certain Risk Disclosures

This Statement requires a government to assess whether a concentration or constraint makes the
primary government reporting unit or other reporting units that report a liability for revenue debt
vulnerable to the risk of a substantial impact. Additionally, this Statement requires a government to
assess whether an event or events associated with a concentration or constraint that could cause the
substantial impact have occurred, have begun to occur, or are more likely than not to begin to occur
within 12 months of the date the financial statements are issued.

If a government determines that those criteria for disclosure have been met for a concentration or
constraint, it should disclose information in notes to financial statements in sufficient detail to enable
users of financial statements to understand the nature of the circumstances disclosed and the
government’s vulnerability to the risk of a substantial impact. The disclosure should include
descriptions for (1) the concentration or constraint (2) each event associated with the concentration or
constraint that could cause a substantial impact if the event had occurred or had begun to occur prior
to the issuance of the financial statements (3) actions taken by the government prior to the issuance of
the financial statements to mitigate the risk. The implementation of this standard did not have a
material impact on the District’s financial statements and management determined there were no were
concentrations or constraints that make the District vulnerable to the risk of substantial impact.
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Upcoming Accounting and Reporting Changes

The District is currently analyzing its accounting practices to determine the potential impact on the
financial statements of the following recent GASB Statements:

GASB Statement No. 103, Financial Reporting Model Improvements

This Statement is to improve key components of the financial reporting model to enhance its
effectiveness in providing information that is essential for decision making and assessing a
government’s accountability. This Statement establishes new accounting and financial reporting
requirements or modifies existing requirements related to (a) Management’s discussion and analysis
(MD&A) (b) Unusual or infrequent items (c) Presentation of the proprietary fund statement of
revenues, expenses, and changes in fund net position (d) Information about major component units in
basic financial statements (5) Budgetary comparison information (6) Financial trend information in
the statistical section

The requirements of this Statement are effective for fiscal years beginning after June 15, 2025, and all
reporting periods thereafter.

GASB Statement No. 104, Disclosure of Certain Capital Assets

This Statement requires certain types of capital assets to be disclosed separately in the capital assets
note disclosures required by Statement 34. Lease assets recognized in accordance with Statement No.
87, Leases, and intangible right-to-use assets recognized in accordance with Statement No. 94,
Public-Private and Public-Public Partnerships and Availability Payment Arrangements, should be
disclosed separately by major class of underlying asset in the capital assets note disclosures.
Subscription assets recognized in accordance with Statement No. 96, Subscription-Based Information
Technology Arrangements, also should be separately disclosed. In addition, this Statement requires
intangible assets other than those three types to be disclosed separately by major class.

This Statement also requires additional disclosures for capital assets held for sale. A capital asset is a
capital asset held for sale if (a) the government has decided to pursue the sale of the capital asset and
(b) it is probable that the sale will be finalized within one year of the financial statement date.
Governments should consider relevant factors to evaluate the likelihood of the capital asset being sold
within the established time frame. This Statement requires that capital assets held for sale be
evaluated each reporting period. Governments should disclose (1) the ending balance of capital assets
held for sale, with separate disclosure for historical cost and accumulated depreciation by major class
of asset, and (2) the carrying amount of debt for which the capital assets held for sale are pledged as
collateral for each major class of asset. The requirements of this Statement are effective for fiscal
years beginning after June 15, 2025, and all reporting periods thereafter.
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NOTE 2 - CASH AND INVESTMENTS

Summary of Cash and Investments
The following summarizes cash and investments as of June 30, 2025 and 2024:

2025 2024
Carrying Fair Carrying Fair
Description Amount Value Amount Value
Cash in County Treasury $ 3274786 $ 3275902 $§ 1,881,638 $§ 1,867,268

Cash in Santa Cruz County Treasury

Santa Cruz County is a fiscal agent of the District. The fair value of the District's investment in the county
pool is reported at amounts based on the District's pro-rata share of the fair value provided by the County
Treasurer for the entire portfolio (in relation to the amortized cost of the portfolio). The balance available
for withdrawal is based on the accounting records maintained by the County Treasurer, which is recorded
on the amortized costs basis. Santa Cruz County investment pool funds were available for withdrawal on
demand and had an average maturity date of less than one year. All cash and investments are stated at fair
value. Pooled investment earnings are allocated monthly based on the average cash and investment
balances of the various funds of the County.

Fair Value Measurements

GASB 72 established a hierarchy of inputs to the valuation techniques above. This hierarchy has three
levels:

e Level 1 inputs are quoted prices in active markets for identical assets or liabilities.
e Level 2 inputs are quoted market prices for similar assets or liabilities, quoted prices for identical
or similar assets or liabilities in markets that are not active, or other than quoted prices that are
not observable
e Level 3 inputs are unobservable inputs, such as a property valuation or an appraisal.
Investments in the Santa Cruz County Treasury Investment Pool are not measured using the input levels
above because the District’s transactions are based on a stable net asset value per share. All contributions
and redemptions are transacted at $1.00 net asset value per share.
Policies and Practices
The District's Investment Policy and the California Government Code allow the District to invest in the
following, provided the credit ratings of the issuers are acceptable to the District and approved
percentages and maturities are not exceeded.
a) Interest Rate Risk

Interest rate risk is the risk that changes in market interest rates will adversely affect the fair value of

an investment. Generally, the longer the maturity of an investment, the greater the sensitivity of its
fair value to the changes in market interest rates. The District manages its exposure to interest rate
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b)

risk by investing in the Santa Cruz County investment pool, which had fair values of approximately
$1.62 billion and an amortized cost of $1.62 billion as of June 30, 2025.

Custodial Credit Risk - Deposits

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.

Concentration of Credit Risk

At June 30, 2025 in accordance with State law and the County of Santa Cruz’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 net 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 as of June 30, 2025
and 2024.

Standard 2025 2024

Investments Type & Poor's Moody's % of Portfolio % of Portfolio
Local Agency Bonds A Aa3 3.23% 2.83%
U.S. Treasury Securities N/A N/A 32.37% 31.90%
Federal Agency Securities AA+ Aaa 15.39% 20.82%
Medium-Term Notes A/AAA A+ 14.74% 12.18%
Money Market Mutual Funds Unrated Unrated 16.18% 6.38%
Local Agency Investment Fund (LAIF) Unrated Unrated 2.78% 7.56%
Certificates of Deposit Al P1 9.26% 11.03%
Checking Account Unrated Unrated 0.62% 1.39%
Supranational AAA Aaa 5.43% 5.91%

Total 100.00% 100.00%
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NOTE 3 - ACCOUNTS RECEIVABLE

Accounts receivable consisted of the following as of June 30, 2025 and 2024:

Description 2025 2024
California Association of Resource Conservation Districts ~ $ 103,406 $ 272,628
California Department of Pesticide Regulation 225,811 130,572
California Dept. of Conservation 121,118 21,748
California Dept. of Fish and Wildlife - 39,312
California Dept. of Food & Agriculture 1,072,691 177,467
California Dept. of Forestry & Fire Protection 74,677 399,054
California FarmLink 8,864 19,453
California State Coastal Conservancy 424,150 173,917
California State Parks 16,954 -
City of San Mateo 53,890 -
City of Santa Cruz 32,568 5,445
County of Santa Cruz 107,241 32,129
Dept. of Conservation - 171,428
Pajaro Valley Water 149,741 45,480
Regional Water Management Foundation 74,376 111,735
Santa Cruz County Regional Transportation Commission 9,738 -
State Water Resource Control Board - 22,873
United States Department of Agriculture - 48,439
University of California Santa Cruz 66,625 13,509
Other 34,680 91,377
Total Accounts Receivable $ 2576530 $ 1,776,566

NOTE 4 - LONG-TERM LIABILITIES

The following is a summary of the changes in long-term liabilities for the year ended June 30, 2025:

Beginning Ending
Long-term Liabilities Balance Additions Deletions Balance
Compensated Absences $ 55880 $ 56,754 $ - $ 112,634

The following is a summary of the changes in long-term liabilities for the year ended June 30, 2024

Beginning Ending
Long-term Liabilities Balance Additions Deletions Balance
Compensated Absences $ 48801 $ 90,787 $§ (83,708) $ 55,880

NOTE 5 - LEASES

The District leases office space in Capitola, California under a lease agreement with an original expiration
date of July 31, 2018. An extension and amendment of lease agreement became effective on August 1,
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2024 with a minimum rental of $3,450 per month, expiring on July 31, 2025. In addition, the District also
makes month-to-month rental payments for office space in Watsonville and a storage unit in Capitola.
Total rent expense for the fiscal year ended June 30, 2025 was $45,523.

NOTE 6 - RISK MANAGEMENT

The District is exposed to various risks of loss from torts; theft of, damage to, and destruction of assets;
business interruption; errors and omissions; employee injuries and illnesses; natural disasters; and
employee health, dental and accident benefits. Commercial insurance coverage is purchased for claims

arising from such matters.

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

General Liability

Bodily Injury: per occurrence $ 2,500,000
Property Damage $ 2,500,000
Public Officials Personal $ 500,000
Employment Benefits $ 2,500,000
Employee/Public Officials E&O $ 2,500,000
Employment Practices Liability $ 2,500,000
Employee/Public Officials Dishonesty (Crime) $ 1,000,000
Auto Liability

Bodily Injury: per occurrence $ 2,500,000
Property Damage $ 2,500,000
Public Officials Personal Limits on File
Property

Property $ 1,000,000,000
Boiler & Machinery $ 100,000,000
Pollution $ 2,000,000
Cyber Limits on File

Catastrophic Loss (Replacement cost for scheduled property)  $ 1,000,000,000

Mobile Equipment

Mobile/Contractors Equipment: per occurrence $ 1,000,000,000
(Actual cash value for scheduled property)

Workers’ Compensation
Employers Liability $ 5,000,000
Workers” Compensation Statutory

NOTE 7 - RETIREMENT PLAN

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
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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, 2025, the District contributed $63,397 to the
plan.

NOTE 8 - COMMITMENTS AND CONTINGENCIES
Litigation

The District may be exposed to various claims and litigation during the normal course of business.
However, management believes there were no matters that would have a material adverse effect on the
District’s financial position or results of operations as of June 30, 2025.

State and Federal Allowances, Awards, and Grants

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.

NOTE 9 - SUBSEQUENT EVENTS

Management has evaluated all subsequent events from the statement of financial position date of June 30,
2025, through the date the financial statements were available to be issued and identified the following
material items that are required to be reported:

Measure Q — Parcel Tax

Effective July 1, 2026, the District will receive local county property tax revenue estimated at $700,000
annually.

CalFire Grant Award — Connecting Landscape Scale Forest Health Projects in Santa Cruz County
The District was awarded a $7 million grant by State of California Department of Forestry and Fire
Protection for the CalFire 2025 Forest Health program. The project funds 830 acres of forest management

treatment activities such as reforestation, invasive species removal, prescribed fire, thinning encroaching
conifers, and mastication.
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General Fund

For the Fiscal Year Ended June 30, 2025

Revenues:
Property taxes
Use of money and property
Governmental grants and contributions
Local grants and contributions

Total revenues
Expenditures:
Current
Resource Conservation
Salaries and benefits
Services and supplies
Total expenditures
Net change in fund balance

Fund balance beginning

Fund balance ending

Budgeted Amounts Variance with
Final Budget
Actual Positive -
Original Final (GAAP Basis) (Negative)
$ 40,875 $ 40,875 § 48,477 S 7,602
49,051 49,051 91,191 42,140
12,012,799 12,012,799 6,860,373 (5,152,426)
137,888 137,888 252,138 114,250
12,240,613 12,240,613 7,252,179 (4,988,434)
2,402,521 2,402,521 1,798,744 603,777
11,605,303 11,605,303 6,087,081 5,518,222
14,007,824 14,007,824 7,885,825 6,121,999
(1,767,211) (1,767,211) (633,646) 1,133,565
1,341,658 1,341,658 1,341,658 -
$ (425,553) § (425,553) $ 708,012 $ 1,133,565

The District employs budget control by object codes and by individual appropriation accounts. Budgets are prepared on
the modified accrual basis of accounting in accordance with accounting principles generally accepted in the United States
of America as prescribed by the Governmental Accounting Standards Board. Expenditures cannot legally exceed
appropriations by major object code. The originally adopted and final revised budgets for the General Fund are presented
as Required Supplementary Information. The basis of budgeting is the same as GAAP.
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Chavan and Associates, llp

Certified Public Accountants

INDEPENDENT AUDITOR'S REPORT ON INTERNAL CONTROL OVER FINANCIAL
REPORTING AND ON COMPLIANCE AND OTHER MATTERS BASED ON AN
AUDIT OF FINANCIAL STATEMENTS PERFORMED IN ACCORDANCE
WITH GOVERNMENT AUDITING STANDARDS

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

We have audited, in accordance with auditing standards generally accepted in the United States of
America and the standards applicable to financial audits contained in Government Auditing
Standards, issued by the Comptroller General of the United States, the financial statements of the
governmental activities and each major fund of Resource Conservation District of Santa Cruz County
(the District) as of and for the year ended June 30, 2025, and the related notes to the financial
statements, which collectively comprise the District’s basic financial statements, and have issued our
report thereon dated June 19, 2026.

Report on Internal Control over Financial Reporting

In planning and performing our audit of the financial statements, we considered the District’s internal
control over financial reporting (internal control) as a basis for designing audit procedures 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.

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 District’s financial statements will not be prevented, or detected and
corrected on a timely basis. A significant deficiency is a deficiency, or a combination of deficiencies,
in internal control that is less severe than a material weakness, yet important enough to merit attention
by those charged with governance.

Our consideration of internal control over financial reporting was for the limited purpose described in
the first paragraph of this section and was not designed to identify all deficiencies in internal control
over financial reporting that might be material weaknesses or significant deficiencies. Given these
limitations, during our audit we did not identify any deficiencies in internal control over financial
reporting that we consider to be material weaknesses. However, material weaknesses and significant
deficiencies may exist that were not identified.

Report on Compliance and Other Matters

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

Purpose of this Report

The purpose of this report is solely to describe the scope of our testing of internal control and
compliance and the results of that testing, and not to provide an opinion on the effectiveness of the
District’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 District’s internal control and
compliance. Accordingly, this communication is not suitable for any other purpose.

CA4A UUP

June 19, 2026
Morgan Hill, CA
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