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INDEPENDENT AUDITOR’S REPORT

Board of Directors

Resource Conservation District
of Greater San Diego County
L.akeside, California

Report on the Financial Statements

We have audited the accompanying financial statements of the governmental activities and the aggregate
remaining fund information of Resource Conservation District of Greater San Diego 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 gencrally 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 and the
standards applicable to financial audits contained in Govermment Auditing Standards, issued by the
Comptroller General of the United States and the State Controller’s Minimum Audit Requirements for
California Special Districts. 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 Resource Conservation District of Greater
San Diego County’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 Resource Conservation District of Greater San Diego County’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.

El Cajon Office | Emeryville Office
218 W. Douglas Avenue El Cajon, CA 92020 1900 Powell Street, Suite 600 Emeryville, CA 94608
Tel. (619) 447-6700 Fax (619) 447-6707 Tel. (619) 510-588-8729  Fax (619) 447-6707



Opinions

In our opinion, the financial statements referred to above present fairly, in all material respects, the respective
financial position of the governmental activities and the aggregate remaining fund information of Resource
Conservation District of Greater San Diego 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 Matters
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 identified as Required Supplementary
Information 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.

Other Information

Our audit was conducted for the purpose of forming opinions on the financial statements that collectively
comprise the Resource Conservation District of Greater San Diego County’s basic financial statements.

The combining financial statements and other supplementary information are the responsibility of management
and were derived from and relate directly to the underlying accounting and other records used to prepare the
basic financial statements. Such information has been subjected to the auditing procedures applied in the audit
of the basic financial statements and certain additional procedures, including comparing and reconciling such
information directly to the underlying accounting and other records used to prepare the basic financial
statements or to the basic financial statements themselves, and other additional procedures in accordance with
auditing standards generally accepted in the United States of America.

In our opinion, the combining financial statements and other supplementary information are fairly stated in all
material respects in relation to the basic financial statements as a whole.



Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated April 13, 2016 on
our consideration of Resource Conservation District of Greater San Diego County’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 Resource Conservation District of Greater
San Diego County’s internal contro] over financial reporting and compliance.

UWolliinasn MMJZ% Kiing 5= Coy LLP

El Cajon, California
April 13, 2016
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RESOURCE CONSERVATION DISTRICT OF GREATER SAN DIEGO COUNTY
MANAGEMENT’S DISCUSSION AND ANALYSIS
FCR THE FISCAL YEAR ENDING JUNE 30, 2015

This discussion and analysis of the Resource Conservation District of Greater San Diego County's
(District) financial performance provides an overall review of the District’s financial activities for the fiscal
year ended June 30, 2015. The intent of this discussion and analysis is o look at the District's financial
performance as a whole. Readers should also reference notes to the auditor’'s basic financial statements
to enhance their understanding of the District's financial performance.

Note. The District is an independent special purpose non-enterprise district (local government) formed
under Division 9 of the California Public Resources Code; as such, complies with all pertinent regulations
and reguirements thereto. As a local governmental entity, the District is tax-exempt under IRS rules. The
District conducts annual financial audits by an independent auditing firm. The audit firm selected by the
District to conduct the audit for fiscal year 2014-2015 was Wilkinson Hadley King & Co. LLP. District
programs, projects, and services are primarily funded by iocal, state, and federal grants and donations.

USING THESE FINANCIAL STATEMENTS

This report consists of a series of financial statements and the notes to those statements. These
statements are organized so that the reader can understand the District . as a complex financial entity.
These statements then proceed to provide an increasingly detailed look at specific activities. All figures
are supported by the annual audit as completed by the firm Wilkinson Hadley King & Co. LLP.

FINANCIAL HIGHLIGHTS
Key financial highlights for fiscal year 2014-2015 are as follows:

Total net position is $2,580,244.
Net position not invested in buildings, land or equipment (i.e., unrestricted) is $1,562,071.
Total tax assessment dollars deposited to the District were $277,975.
Expenditures of the District totaled $684,943 the majority of which will be reimbursed to the
District from muitiple grant sources in the 2014-2015 fiscal year:

- USFS, Fuel Reduction Program

- FAST Website Improvement Program

- San Diego Unified Port District, Stormwater Education Outreach

- DSAP, Defensible Space Assistance Program

- CalRecycle Farm & Ranch Solid Waste Abatement

- Sempra Energy Foundation, Tree Nursery

- SDG&E — Defensible Space Program

- Tijuana River Valley Community Gardens Plots



IDISTRIGT;

of Greater San iego County

11769 Waterhill Road; Lakeside, CA 92040
Phone: 619-362-0096; Fax: 619-562-4799

Website: www.redsandiego.org

FINANCIAL HIGHLIGHTS - continued

Resource Conservation District of Greater San Diego County

The following figures show comparative key financial highlights for FY 2013-2014 and 2014-2015:

FY 2013-2014 FY 2014-2015

Total net position $2,603,385 Total net position $2,5680,244
Total assets $2,660,436 Total assets 32,635,584
Net position not invested in $1,548.452 Net position not invested in $1,5681,071
buildings, land or equipment {i.e., buildings, land or equipment (i.e.,

unresiricted assets) unrestricted assets)

Total tax assessment dollars $261,879 Total tax assessment dollars $277,975
deposited to the District deposited to the District

Reimbursements receivable for $107,182 Reimbursements receivable for $138,859

programs of the District, the
majority of which will be
reimbursed to the District from
multiple grant sources in the
2013-2014 fiscal year (includes
payralt and grant direct costs).
Significant funding sources are
derived from:

programs of the District, the
majority of which will be
reimbursed to the District from
multiple grant sources in the
2014-2015 fiscal year (includes
payroli and grant direct costs).
Significant funding sources are
derived from:

% US Forest Service Fuel
Reduction

#% US Forest Service Fuel
Reduction

4 San Diego, Unified Port
District, Stormwater
Education

<% San Diego, Unified Port

District, Stormwater Education

% County of San Diego Fuel
Reduction

< FAST Website Improvement

% Tijuana River Valley
Community Garden Plot
Leases

< Tijuana River Valiey
Community Garden Plot
Leases

< Sempra Energy R3 Tree
Replacement

% Sempra Energy Foundation
R3 Tree Nursery

% CalRecycle Farm & Ranch
Solid Waste Abatement

% DSAP - Defensible Space
Assistance Program

% SDG&E Defensible Space
Program
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OVERVIEW OF THE FINANCIAL STATEMENTS

This annual audit report consists of the following:
+ Management's Discussion and Analysis
* Basic financial statements
o Other required supplementary information

The financial statements include notes which explain in detail some of the information included in the
basic financial statements.

REGQUIRED FINANCIAL STATEMENTS

The financial statements of the District have been prepared in conformity with accounting principles
generally accepted in the United States of America as prescribed by the Governmental Accounting
Standards Board (GASB) including Statement No. 34, Basic Financial Statements and Management's
Discussion and Analysis for State and Local Governments and are reported using a full accrual basis of

accounting.

The Statement of Net Position includes information on the District’s assets and liabilities and provides
information about the nature and amounts of investments in resources {assets) and the obligations to
District creditors (liabilities).

The Statement of Activities identifies the District's revenues and expenses for the fiscal year ended June
30, 2015. These statements provide information on the District's operations over the past fiscal year and
can be used to determine whether the District has recovered all of its actual and projected costs through
contract (program} reimbursements and other charges.

FINANCIAL ANALYSIS OF THE DISTRICT

The Statement of Net Position, Statement of Activities, Balance Sheet of Governmental Funds, and
Statement of Revenues, Expenditures, and Changes in Fund Balance of Governmental Funds provide an
indication of the District’s financial condition and also indicate the financial condition during the last fiscal
year. The District's net position reflects the difference between assets and liabilities. An increase in net
position aver time typically indicates an improvement in financial condition.

FIXED ASSETS

At the end of the 2014-2015 fiscal year, the District's fixed assets were:

o 2006 Pontiac Torrent utilized to conduct programmatic business.

o 2010 Toyota Rav 4 utilized to conduct programmatic business.

o Real property located at 11769 Waterhill Road, Lakeside, CA 92040, which was acquired by the
District in fiscal year 2007-08 utilizing the District’s reserve funds, includes land, buildings, and
improvements.

o The District owned $39,411 in furniture assets.
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REVENUES

The primary source of revenue for the District is local, state and federal program grants, miscellaneous
fees from sales of books and videos, and tax apportionment dollars. All figures are taken from audit
reports.

REVENUES 2013-2014 REVENUES 2014-2015
o Interest income $2,734 o Interest income $2,722
o Miscellaneous revenue $13,090 o Miscellaneous $13,914
revenue
o Grant revenue $796,213 o QGrant revenue $367,191
o Tax assessments $261,679 o Tax assessments $277,975
o Total revenues on hand, $1,073,716 o Total revenues on $661,802
including grant program hand, including
reimbursements, tax grant program
assessment dollars, reimbursements,
interest and tax assessment
miscellaneous income doliars, interest
and miscellaneous
income
0] O
FINANCIAL ASSISTANCE

The District received financial assistance for fiscal year 2014-2015 in conjunction with programs for
stormwater education presentations (Port of San Diego and municipalities), fuel reduction programs
(USFS), County of San Diego fuel reduction, DSAP, SDG&E Defensible Space, Website Improvement
and CafRecycle Farm & Ranch Solid Waste Abatement. These programs are primarily reimbursable
contractual programs requiring that the District invoice the funding entities for program expenditures;
occasional pre-reimbursement dollars are advanced toward selected programs and are recorded as such.
Fees for service were derived from the Tijuana River Valley Community Gardens program plot leases.

CONTACTING THE DISTRICT MANAGER

The financial report is designed to provide our taxpayers and citizens with a general overview of the
District's finances and to show the District's accountability for the money it receives. If you have any
questions about this report or need any additional financial information, contact Sheryl Landrum, District
Manager, 11769 Waterhill Road, Lakeside, CA 92040. Emalil: sheryllandrum@rcdsandiego.org. Website:
www.rcdsandieqo.org and www.firesafesdeounty.org.




FINANCIAL SECTION



RESOURCE CONSERVATION DISTRICT OF GREATER SAN DIEGO COUNTY
STATEMENT OF NET POSITION

JUNE 30,2015
ASSETS
Cash in Local Agency Investment Fund $ 1,102,416
Cash In Bank and On Hand 375,131
Accounts Receivable 138,859
Prepaid Expenses 5
Capital Assets:
Land 110,000
Buildings 505,000
Building Improvements 561,046
Vehicles 36,017
Furniture and Equipment 39,411
Less; Accumulated Depreciation (232,301)
TOTAL ASSETS 2,635,584
LIABILITIES
Accounts Payable 8,873
Accrued Expenses 8,727
Compensated Absences 9,119
Unearned Revenues 28,621
TOTAL LIABILITIES 55,340
NET POSITION
Invested in Capital Assets 1,019,173
Unrestricted 1,561,071
TOTAL NET POSITION $ 2,580,244

The accompanying notes are an integral part of this statement
3



RESOURCE CONSERVATION DISTRICT OF GREATER SAN DIEGO COUNTY

Functions/Programs
Governmental Activities:

Progtam Services
General Administration
Depreciation - Unallocated

Total Governmental Activities

STATEMENT OF ACTIVITIES
JUNE 30, 2015
Program Revenues
Operating Capital
Charges for Grants and Grants and Governmental
Expenses Services Contributions Contributions Activities

$ 310935 $ - $ 380,972 $ - $ 70,037
338,247 - - - (338,247)
35,761 - - - (35,761)
$ 684,943 $ - $ 380,972 $ - (303,971)

General Revenues:

Tax Assessments 277,975

Donations and Miscellaneous 133

Interest and Investment Earnings 2,722

Total General Revenutes 280,830
Change in Net Position (23,141)

Net Position - Beginning 2,603,385

Net Position - Ending

The accompanying notes are an integral part of this statement

9

$ 2,580,244



RESOURCE CONSERVATION DISTRICT OF GREATER SAN DIEGO COUNTY

BALANCE SHEET
GOVERNMENTAL FUNDS
JUNE 30, 2015
General

ASSETS
Cash in Local Agency Investment Fund ! 1,102,416
Cash In Bank and On Hand 375,131
Accounts Receivable 138,859
Prepaid Expensos 5
Capital Assets:

Land _ 110,000

Buildings 505,000

Building Improvements 361,046

Vehicles 36,017

Furniture and Equipment 39,411
Less: Accumulated Depreciation {232,301)
TOTAL ASSETS 2,635,584
LIABILITIES
Accounts Payable 8,873
Accrued Expenses 8,727
Compensated Absences 9,119
Unearned Revenues 28,621
TOTAL LIABILITIES 55,340
FUND BALANCE
Invested in Capital Assets 1,019,173
Committed Fund Balances:

Operations Reserve 780,000

Fleet Reserve 50,000

Capital Improvements Reserve 83,250

Computer Reserve 14,279

Discretionary Project Reserve 26,768
Assigned Fund Balances:

Cuyamaca Woods Reserve 400

Designated Accumulated Sick Leave 4,173
Unassigned Fund Balance 602,201
TOTAL FUND BALANCE 2,580,244
TOTAL LIABILITIES AND FUND BALANCE $ 2,635,584

The accompanying notes are an integral part of this statement
10



RESOURCE CONSERVATION DISTRICT OF GREATER SAN DIEGO COUNTY
STATEMENT OF REVENUES, EXPENDITURES
AND CHANGES IN FUND BALANCE

GOVERNMENTAL FUNDS
JUNE 30, 2615
General
REVENUES
Tax Assessments b 271,975
USFS Fuel Reduction 2013 136,989
UISFS Fuel Reduction 2014 137,612
County of San Diego Defensible Space 15,427
R3 Tree Nursery 11,772
DSAP Fuel Reduction 22,505
SDG&E Defensible Space 324
San Diego Unified Port District 20,000
Farm and Ranch Solid Waste 6,216
Redevelopment Funds 10,476
Fast Website Improvement 2,500
Discretionary Project Income 3,305
TIRV Garden Plots 13,846
Donations and Miscellaneous 133
Investment Income 2,722
TOTAL REVENUES 661,802
EXPENDITURES
Salaries and Benefits : 207,986
Payroll Taxes 7,114
Dues and Subscriptions 6,284
Professional Fees 8,428
Travel and Conference 10,494
Accounting and Legal Fees 13,698
Insurance 5,188
Conservation and Education 3,952
Maintenenace and Repairs 10,102
Landscaping 11,400
Utilities and Telephone 13,851
Office Expenses 7,903
Scholarships and Awards 6,450
Miscellaneous Expenses 2,775
Discretionary Project Expenses : 22,622
Direct Grant Expenses 310,935
Depreciation - Unallocated 35,761
TOTAL EXPENDITURES 684,943
EXCESS OF REVENUES OVER
(UNDER) EXPENDITURES {(23,141)
FUND BALANCE. - BEGINNING 2,603,385
FUND BALANCE - ENDING $ 2,580,244

The accompanying notes are an integral part of this statement
11



RESOURCE CONSERVATION DISTRICT OF GREATER SAN DIEGO COUNTY
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2015

Organization:

The Resource Conservation District of Greater San Diego County (District) was formed on May 8, 1995 by
the merging of the Resource Conservation District of Central San Diego and the Greater Mountain Empire
Resource Conservation District. The District’s purpose is to provide soil, water and related resource
conservation information and assistance in San Diego County.

Summary of Significant Accounting Policies:
Reporting Entity

In evaluating how to define the District for financial reporting purposes, management has considered all
potential component units. The decision to include a potential component unit in the reporting entity was
made by applying the criteria set forth in generally accepted accounting principles and GASB Statement
No. 14,

The basic, but not the only criterion for including a potential component unit within the reporting entity is
the Board of Director’s ability to exercise oversight responsibility. A second criterion used in evaluating
potential component units is the scope of public service. A third criterion used to evaluate potential
component units is the existence of special financing relationships, regardless of whether the District is able
to exercise oversight responsibilities. Based on these criteria, the District has no component units.
Additionally, the District is not a component unit of any other reporting entity as defined by the GASB
Statement.

Basis of Presentation and Accounting

The accompanying financial statements have been prepared in conformity with accounting principles
generally accepted in the United States of America as prescribed by the Governmental Accounting Standards
Board (GASB) including Statement No. 34, Basic Financial Statements and Management’s Discussion and
Analysis for State and Local Governments.

The financial statements are presented at both the government-wide and fund financial level. Both levels of
statements categorize primary activities as either governmental or business-type. Governmental activities
generally are financed through taxes, intergovernmental revenues, and other nonexchange transactions. The
District has no business-type activities.

Government-wide financial statements report information about the reporting unit as a whole. For the most
part, the effect of interfund activity has been removed from these statements. These statemenis focus on the
sustainability of the District as an entity and the change in aggregate financial position resulting from the
activities of the year. These aggregated statements consist of the Statement of Net Position and the Statement
of Activities.

The government-wide financial statements are reported using the economic resources measurement focus

and the accrual basis of accounting. Revenues are recorded when earned and expenses are recorded when a
liability is incurred, regardless of the timing of relafed cash flows.

12



RESOURCE CONSERVATION DISTRICT OF GREATER SAN DIEGO COUNTY
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2015
{Continued)

Summary of Significant Accounting Policies: (Continued)

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 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 which 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 report information at the individual fund level. Each fund is considered to be a
separate accounting entity. The emphasis of fund financial statements is on major and non-major
governmental funds.

Proprietary fund operating revenues, such as charges for services, result from exchange transactions
associated with the principal activity of the fund. Exchange fransactions are those in which each party
receives and gives up essentially equal values. Nonoperating revenues, such as subsidies and investment
earnings, result from nonexchange transactions or ancillary activities. The District has no proprietary fund

types.

The accounts of the District are organized on the basis of funds, each of which is considered to be a
separate accounting entity. The operations of each fund are accounted for with a separate set of self-
balancing accounts that comprise it assets, liabilities, fund equity or retained earnings, revenues, and
expenditures or expenses, as appropriate. District resources are allocated to and accounted for in individual
funds based upon the purpose for which they are to be spent and the means by which spending activities are
controlled. The District’s accounts are organized into major and nonmajor funds as follows:

General Fund. This is the District’s primary operating fund. It is used to account for all financial resources of
the District except those required to be accounted for in another fund. The District has no other funds.

Measurement Focus

Government-wide financial statements are reported using the economic resources measurement focus. The
government-wide financial statements are reported using the accrual basis of accounting. Revenues are
recorded when earned and expenses are recorded at the time liabilities are incurred, regardless of when the
related cash flows take place.

Nonexchange transactions, in which the District gives (or receives) value without directly receiving (or
giving) equal value in exchange, include property taxes, grants, entitlements, and donations. On an accrual
basis, revenue from property taxes is recognized in the fiscal year for which the taxes are levied. Revenue
from grants, entitlements, and donations is recognized in the fiscal year in which all eligibility requirements
have been satisfied.

13



RESOURCE CONSERVATION DISTRICT OF GREATER SAN DIEGO COUNTY
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2015
(Continued)

Summary of Significant Accounting Policies: (Continued)

Governmental Fund Financial Statements: Governmental funds are reported using the current financial
resources measurement focus and the modified accrual basis of accounting, Under this method, revenues are
recognized when measurable and available. The District does not consider revenues collected after its year-
end to be available in the current period. Revenues from local sources consist primarily of property taxes.
Property tax revenues and revenues received from the State are recognized under the susceptible-to-accrual
concept. Miscellaneous revenues are recorded as revenue when received in cash because they are generally
not measurable until actually received. Investment earnings are recorded as earned, since they are both
measurable and available. Expenditures are recorded when the related fund liability is incurred, except for
principal and interest on general long-term debt, claims and judgments, and compensated absences, which
are recognized as expenditures to the extent they have matured.

When the District incors an expenditore or expense for which both restricted and unrestricted resources
may be used, it is the District’s policy to use restricted resources first, then unrestricted resources,

Budget and Budgetary Accounting

The District’s budget for the general fund is adopted on a modified accrual basis. The District Manager
submits to the Board of Directors a proposed operating budget for the fiscal year commencing July 1. The
operating budget includes proposed expenditures and the means of financing them. Prior to July 1, the
budget is legally enacted through Board action, if the expenditures exceed the appropriations the
Administrator is authorized to transfer budgeted amounts between line ifems within any fund; however, any
revisions that alter the total expenditures of any division or department must be approved by the Board of
Directors. Supplemental appropriations were made during the year.

Use of 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.

Encumbrances

Encumbrance accounting is used in all budgeted funds to reserve portions of applicable appropriations for
which commitments have been made. Encumbrances are recorded for purchase orders, contracts, and other
commitments when they are written. Encumbrances are liquidated when the commitments are paid. All
encumbrances are liquidated at June 30.

Property Taxes
Property taxes attach as an enforceable lien on property as of March 1. Taxes are payable in two installments

on December 10 and April 10. The County of San Diego bills and collects the taxes for the District. Tax
revenues are recognized by the District when received.

14



RESOURCE CONSERVATION DISTRICT OF GREATER SAN DIEGO COUNTY
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2015
(Continued)

Summary of Significant Accounting Policies: (Continued)

Compensated Absences

In accordance with Governmental Accounting Standards Board (GASB) No. 16, accumulated unpaid
employee vacation benefits are recognized as liabilities of the District. The current and non-current portion is
recognized in the applicable fund at year end. Accumulated sick leave benefits are not recognized as
liabilities of the District. The District’s policy is to record sick leave as an operations expense in the period
taken since such benefits do not vest nor is payment allowable.

Income Taxes

The District is a governmental organization exempt from federal and state income taxes.

Funding Sources

Significantly all of the District’s primary funding sources come from grants and contracts entered into with
various federal, state and local agencies.

Capital Assets

Capital assets are those purchased or acquired with an original cost of $5,000 or more and are reported at
historical cost or estimated historical cost, Contributed assets are reported at fair market value as of the date
received. Additions, improvements, and other capital outlays that significantly extend the useful life of an
asset are capitalized. The costs of normal maintenance and repaits that do not add to the value of the assets or
materially extend the asset’s lives are not capitalized, but are expensed as incurred. Depreciation on all
capital assets is computed using a straight-line basis over the following estimated useful lives:

Buildings 25-50 years
Building improvements 20-50 years
Vehicles 5 years

Furniture and equipment 5-10 years

Fund Balance Reserves and Designations
Fund balances of the governmental funds are classified as follows:

Nonspendable Fund Balance — represents amounts that cannot be spent because they are either not in
spendable form (such as inventory or prepaid insurance) or legally required to remain intact (such as notes
receivable or principal of a permanent fund).

Restricted Fund Balance — represents amounts that are constrained by external parties, constitutional
provisions or enabling legislation.

15



RESOURCE CONSERVATION DISTRICT OF GREATER SAN DIEGO COUNTY
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2015
(Continued)

Summary of Significant Accounting Policies: (Continued)

Committed Fund Balance — represents amounts that can only be used for a specific purpose because of a
formal action by the District’s governing board. Committed amounts cannot be used for any other purpose
unless the governing board removes those constraints by taking the same type of formal action. Committed
fund balance amounts may be used for other purposes with appropriate due process by the governing board.
Commitments are typically done through adoption and amendment of the budget. Committed fund balance
amounts differ from restricted balances in that the constraints on their use do not come from outside parties,
constitutional provisions, or enabling legislation.

Assigned Fund Balance — represents amounts which the District intends to use for a specific purpose, but
that do not meet the criteria to be classified as restricted or committed. Intent may be stipulated by the
governing board or by an official or body to which the governing board delegates the authority. Specific
amounts that are not restricted or committed in a special revenue, capital projecis, debt service or permanent
fund are assigned for purposes in accordance with the nature of their fund type or the fund’s primary
purpose. Assignments within the general fund conveys that the intended use of those amounts is for a
specific purpose that is narrower than the general purposes of the District itself.

Unassigned Fund Balance — represents amounts which are unconstrained in that they may be spent for any
purpose. Only the general fund reports a positive unassigned fund balance. Other governimental funds might
report a negative balance in this classification because of overspending for specific purposes for which
amounts had been restricted, committed or assigned.

Minimum Fund Balance Policy — The District maintains a minimum operational reserve which is sustained
during periods of economic uncertainty. Minimal operational reserves shall be accrued to ensure three years
of minimal facility and administrative functions at a rate of $260,000 annuaily with the maximum amount set
at $780,000. When the annual accumulation would increase the operational reserve beyond $780,000, only
the amount required to reach the maximum will be reserved. The District is committed to maintaining a
prudent level of financial resources to protect against the need to reduce service levels because of temporary
revenue shortfalls or unpredicted expenditures.

When an expenditure is incurred for a purpose for which both restricted and unrestricted fund balance is
available, the District considers restricted funds to have been spent first. When an expenditure is incurred for
which committed, assigned, or unassigned fund balance are available, the District considers amounts to have
been spent first out of committed funds, then assigned funds, and finally unassigned funds.

Deferred Inflows and Deferred Outflows of Resources

Deferred outflows of resources is a consumption of net assets or net position that is applicable to a future
reporting period. Deferred inflows of resources is an acquisition of net assets or net position that is applicable
to a future reporting period. Deferred ouiflows of resources and deferred inflows of resources are recorded in
accordance with GASB Statement numbers 63 and 65. As of year ended June 30, 2015, the District did not
have any deferred inflows of resources or deferred outflows of resources.
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RESOURCE CONSERVATION DISTRICT OF GREATER SAN DIEGO COUNTY
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2015
{Continued)

Summary of Significant Accounting Policies: {Continned)
Changes in Accounting Policies

In March 2012, the Governmental Accounting Standards Board (GASB) issued Statement No. 65 Ttems
Previously Reported as Assets and Liabilities. This statement establishes accounting and financial reporting
standards that reclassify, as deferred outflows of resources or deferred inflows of resources, certain items that
were previously reported as assets and liabilities and recognizes, as outflows of resources, certain items that
were previously reported as assets and liabilities.

Cash and Investments:

Cash in LAIF - State Treasury

The District maintaing cash in the State Treasury Investment Pool — Local Agency Investment Fund (ILATF)
as part of the common investment pool ($1,102,416 as of June 30, 2015). The fair value of the District’s
portion of this pool as of that date, as provided by the pool sponsor was $1,102,830. In general, this pool is
used by most districts and contains cash deposits and varicus securities permitted for local public agencies as
specified in the Government Code of The State of California and the governing board approved
investment policy. Interest earnings in this pool are allocated on a pro-rata basis, based on the fund balances
of each district.

In accordance with Governmental Accounting Standards Board (GASB) No. 31, investments in the State
Treasury Investment Pool — Local Agency Investment Fund should be recorded at fair value. However, the
District determined that the fair market value approximates cost; therefore, no adjustment was made to
reflect the difference.

Cash on Hand and Banks

Cash balances on hand and in banks ($375,131 as of June 30, 2015) are insured up to $250,000 by the
Federal Depository Insurance Corporation.

The Entity’s investments at June 30, 2015 are shown below:

Days to Amount
Investment or Investment Type Maturity Reported Fair Value
LAIF Pooled Investment Funds 239% $ 1,102,416 $ 1,102,830

*Represents an average of the days to maturity.
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RESOURCE CONSERVATION DISTRICT OF GREATER SAN DIEGO COUNTY
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2015
{(Continued)

Cash and Investments: (Continued)

Analvst of Specific Deposit and Investment Risks

GASRE Statement No. 40 requires a determination as to whether the District was exposed to the following
specific investment risks at year end and if so, the reporting of certain related disclosures:

a,

Credit Risk

Credit risk is the risk that an issuer or other counterparty to an investment will not fulfill its
obligations. State funds are restricted by Government Code Section 53635 pursuant to Section 53601
to invest only in time deposits, U.S. government securities, state registered warrants, notes or bonds,
State Treasurers repurchase or reverse repurchase agreements.

The ratings of securities by nationally recognized rating agencies are designed to give an indication of
credit risk. The LAIF Investment Pool is rated A+ by Standard and Poors with a Moody’s rating of
Aa3.

Custodial Credit Risk

Deposits are exposed to custodial credit risk if they are not covered by depository insurance and the
deposits are uncollateralized, collateralized with securities held by the pledging financial institution, or
collateralized with securities held by the pledging financial institution’s trust department or agent but
not in the District’s name.

Invesiment securities are exposed to custodial risk if the securities are uninsured, are not registered in
the name of the government, and are held by either the counterparty or the counterparty’s trust
department or agent but not in the Disirict’s name,

California Government Code requires that a financial institution secure deposits made by State or
Local Governmental units by pledging securities in an undivided collateral pool held by a depository
regulated under State law (unless so waived by the governmental unit).

The market value of the pledging securities in the collateral pool must equal at least 110% of the total
amount deposited by the public agency. California law also allows financial institutions to secure
public deposits by pledging first trust deed mortgage notes having a value of 150% of the secured
public deposits and letters of credit issued by the Federal Home Loan Bank of San Francisco having
value of 105% of the secured deposits.

As of June 30, 2015 the District’s bank balance of $142,029, was exposed to custodial credit risk
because the funds were insured and collateralized with securities held by the pledging financial
institution’s trust department or agent, but not in the name of the District.

The District maintains cash in bank deposit accounts that may, at times, exceed the foderally insured

limit; however, the District has not experienced any losses in these accounts. The District believes it is
not exposed to any significant custodial credit risk in cash and cash equivalents.
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C.

RESOURCE CONSERVATION DISTRICT OF GREATER SAN DIEGO COUNTY
NOTES TO FINANCIAL STATEMENTS
JUNE 30,2015
(Continued)

Cash and Investments: (Continued)
¢. Concentration of Credit Risk
This risk is the risk of loss attributed to the magnitude of a government’s investment in a single issuer.

The investment policy of the District contains no limitations on the amount that can be invested in any
one issuer beyond the amount stipulated by the California Government Code. Investments in any one
issuer that represent five percent or more of the total investments are either an external investment
pool and are therefore exempt. As such, the District was not exposed to concentration of credit risk.

d. Interest Rate Risk

This is the risk that changes in 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
changes in market interest rates. The District manages its exposure to interest rate risk by investing in
the LAIF pool.

e. Foreign Currency Risk

This is the risk that exchange rates will adversely affect the fair value of an investment. At year end,
the District was not exposed to foreign currency risk.

Investment Accounting Policy

The District is required by GASB Statement No, 31 to disclose its policy for determining which investments,
if any, are reported at amortized cost. The District’s general policy is to report money market investments
and short-term participating interest-bearing investment contracts at amortized cost and to repori
nonparticipating interest-earning investment contracts using a cost-based measure. However, if the fair value
of an investment is significantly affected by the impairment of the credit standing of the issuer or by other
factors, it is reported at fair value.

All other investments are reported at fair value unless a legal contract exists which guarantees a higher value.
The term “short-term” refers to investments which have a remaining term of one year or less at time of
purchase. The term “nonparticipating™ means that the investment’s value does not vary with market interest
rate changes. Nonnegotiable certificates of deposit are examples of nonparticipating interest-earning
investment contracts.

Accounts Receivable:

Accounts receivable represents amounts due to the District as of June 30, 2015 on current grants and
contracts. There were no receivables which are not scheduled for collection within one year of year end.
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D.

RESOURCE CONSERVATION DISTRICT OF GREATER SAN DIEGO COUNTY
NOTES TO FINANCIAL STATEMENTS

JUNE 30, 2015
(Continued)

Accounts Receivable: (Continued)

At June 30, 2015 accounts receivable consisted of the following:

Federal:
USFS Fuel Reduction 2013 $ 129,558
Local:
Port District 8,125
Fire Safe Council 1,176
Total $ 138,859
Capital Assets:
A sﬁmmary of changes in capital asset activity is as follows:
Net Change
Balance in Capital Balance
July 1, 2014 Assets June 30, 2015
Capital Assets:
Land $ 110,000 $ 110,000
Buildings 505,000 - 305,000
Building Improvements 561,046 - 561,046
Vehicles 36,017 - 36,017
Furniture and Equipment 39,411 - 39,411
Total Cost 1,251,474 - 1,251,474
Accumulated Depreciation:
Buildings (66,903) (12,949) (79,852)
Building Improvements (73,944) (14,386) (88,330)
Vehicles (26,489) (2,788) (29,277)
Furniture and Equipment (29,204) (5,638) (34,842)
Total Accumulated Depreciation (196,540) (35,761) (232,301)
Net Capital Assets $ 1,054,934 $ (35,761) $ 1,019,173
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RESOURCE CONSERVATION DISTRICT OF GREATER SAN DIEGO COUNTY
NOTES TO FINANCIAL STATEMENTS '
JUNE 30, 2015

(Continued)

F. Accounts Payable:

Accounts payable at June 30, 2015 consisted of:

Vendor payables S 8,873

(. TUnearned Revenue:

Unearned revenue arises when assets are received before revenue recognition criteria have been satisfied. Grants
and entitlements received before eligibility requirements are met are recorded as unearned revenue. On
governmental fund financial statements, receivables associated with non-exchange transactions that will not be
collected within the availability period have also been recorded as unearned revenue. Unearned revenue at June
30, 2015 consisted of’

R3 Tree Nursery $ 5,174
SDG&E Defensible Space 753
USFS Fuel Reduction 2013 3,012
USFS Fuel Reduction 2014 17,506
Fire Awareness and Training 2,176
Total $ 28,621

H. Lease Commitments:

The Organization leases a copier under an operating lease agreement expiring through June 2019, Minimum
future rental payments due under this lease is as follows:

Year Ending
June 30,
2016 $ 3,141
2017 ' 3,141
2018 3,141
2019 2,094
Total $ 11,517
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NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2015
{Continued)

Deferred Compensation:

The District offers its employees a deferred compensation plan created in accordance with Internal Revenue
Code Section 457 on a voluntary basis upon date of hire. The plan is currently under an investment group
contract with Lincoln Financial Group. The plan requires a minimum bi-weekly contribution of $10 to be
allocated for each option preference. The maximum amount that can be deferred under this plan is the lesser of
100% of the participant’s includible compensation or $18,000 ($24,000 if age 50 or older) for the calendar year
2015.

The District also provides pension benefits for all its eligible employees in lieu of social security through the plan
as of the date of hire. Employees voluntarily select a contribution plan that is qualified under Section 401 (a) and
501 (a) under the Internal Revenue Code whereby the District makes quarterly contributions at the minimum
social security rate (7.5%) based on continuous service until termination, retirement, death, or unforeseeable
emergency.

The District also provides pension benefits for all its eligible employees in [ieu of medical benefits as of the date
of hire per voluntary request. Employees covered under a personal health plan have the option to contribute
waived District medical benefits to their deferred compensation plan. For the fiscal year ended June 30, 2015
the total District contribution to the plan for all participating employees was $22,493,

Excess of Expenditures Over Appropriations:

As of June 30, 20135, expenditures exceeded appropriations as follows:

Payroll Taxes $ 2,373
Professional Fees $ 628
Accounting and Legal Fees $ 1,778
Scholarships and Awards $ 850
Office Expenses b 2,983
Landscaping 3 2,000
Discretionary Project Expenses  § 22,622
Direct Grant Expenses $ 66,005

The District incurred unanticipated expenditures.
Risk Management;

The District is insured under a plan with the Special Districts Risk Managements Association (seif-funded trust
pool), for commercial, general liability, and errors and omissions in the amount of $1,000,000 in addition to
workers’ compensation insurance in statutory amounts. There have been no significant reductions in coverage
from the prior year. No claims have been asserted during the year and there are no unpaid claims. No settlements
have exceeded coverage in the past three years.
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NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2015
(Continued)

Commitments and Contingencies:
State and Federal Allowances, Awards, and Grarts
The District has received state and federal funds for specific purposes that are subject to review and audit by the

grantor agencies. Although such audits could generate expenditure disallowances under term of the grants, it is
believed that any required reimbursements will not be material.

23



REQUIRED SUPPLEMENTARY INFORMATION



RESOURCE CONSERVATION DISTRICT OF GREATER SAN DIEGO COUNTY
STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCE

REVENUES

Tax Assessments

USFS Fuel Reduction 2013
DSAP Fuel Reduction

USFS Fuel Reduction 2014
San Diego Unified Port District
Redevelopment Funds

R3 Tree Nursery

Farm and Ranch Solid Waste
Discretionary Project Income
TIRV Garden Plots

Other Grant Income
Donations and Miscellaneous
Investment Income

TOTAL REVENUES

EXPENDITURES

Salaries and Benefits
Payroll Taxes

Dues and Subscriptions
Professional Fees

Travel and Conference
Accounting and Legal Fees
Insurance

Conservation and Education
Maintenance and Repairs
Landscaping

Utilities and Telephone
Office Expenses
Scholarships and Awards
Miscellaneous Expenses
Discretionary Project Expense
Direct Grant Expenses
Depreciation - Unallocated

TOTAL EXPENDITURES

EXCESS OF REVENUES OVER
(UNDER) EXPENDITURES

FUND BALANCE - BEGINNING

BUDGET AND ACTUAL
GENERAL FUND
FOR THE FISCAL YEAR ENDED JUNE 30, 2015
Variance
Original/Final Favorable
Budget Actual {Unfavorable)
$ 255,000 $ 277,975 $ 22,975
- 136,989 136,989
20,000 22,505 2,505
200,000 137,612 (62,388)
20,000 20,000 -
6,000 10,476 4,476
16,946 11,772 (5,174)
6,220 6,216 {4)
4,000 3,305 (695)
13,600 13,846 246
24,180 18,251 {(5,929)
240 133 {107)
2,870 2,722 (148)
569,056 661,802 92,746
215,180 207,986 7,194
4,741 7.114 (2,373)
6,600 6,284 316
7,800 8,428 (628)
10,500 10,494 6
11,920 13,698 (1,778)
3,560 5,188 372
4,500 3,952 548
11,130 10,102 1,028
9,400 11,400 (2,000)
14,552 13,851 701
4,920 7,903 (2,983)
35,600 6,450 {850)
11,110 2,775 8,335
- 22,622 (22,622)
244,930 310,935 (66,003)
35,761 35,761 -
604,204 684,943 (80,739)
_ (35,148) (23,141) 12,007
2,603,385 2,603,385 -
$ 2,568,237 5 2,580,244 3 12,007

FUND BALANCE - ENDING

The accompanying noles are an integral part of this statement
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RESOURCE CONSERVATION DISTRICT OF GREATER SAN DIEGO COUNTY
BOARD OF DIRECTORS
JUNE 30, 2015

The Board of Directors for the fiscal year ended June 30, 2015 was composed of the following members:

Name Office Term Expires

Marilyn Huntamer President November 30, 2016
Donald Butz Vice President November 30, 2016
Nadine Scott Secretary/Treasurer November 30, 2018
Jim Thompson Director November 30, 2019
Liz DeSouza Director November 30, 2016
Kurt Streule Director November 30, 2018

Administraﬁon

Sheryl Landrum

District Manager

25



OTHER INDEPENDENT AUDITOR’S REPORTS



WILKINSON HADLEY
P. Robert Wilkinson, CPA KI NG & CO R LL P Aubrey W. King, CPA

Brian K. Hadley, CPA CPAs AND ADVISORS Kevin A. Sproule, CPA

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

Beard of Directors

Resource Conservation District
of Greater San Diego County
Lakeside, California

We have audited, in accordance with the auditing standards generally accepted in the United States of America
and the standards applicable to financial audits contained in Government Auditing Standards issued by the
Comptroller General of the United States, the financial statements of the governmental activities and the
aggregate remaining fund information of Resource Conservation District of Greater San Diego County, as of
and for the year ended June 30, 2015, and the related notes to the financial statements, which collectively
comprise the Resource Conservation District of Greater San Diego County’s basic financial statements, and
have issued our report thereon dated April 13, 2016.

Internal Comntroi Over Financing Reporting

In planning and performing our audit of the financial statements, we considered Resource Conservation
District of Greater San Diego County’s internal control over financial reporting to determine the audit
procedures that are appropriate in the circumstances for the purpose of expressing our opinions on the financial
staternents, but not for the purpose of expressing an opinion on the effectiveness of Resource Conservation
District of Greater San Diego County’s internal control. Accordingly, we do not express an opinion on the
effectiveness of Resource Conservation District of Greater San Diego County’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 entity’s financial
statements will not be prevented, or detected and corrected on a timely basis. A significant deficiency is a
deficiency, or a combination of deficiencies, in internal control that is less severe than a material weakness, yet
important enough to merit attention by those charged with governance,

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

Ef Cajon Office : Emeryvitle Office
218 W. Douglas Avenue El Cajon, CA 92020 26 1900 Powell Street, Suite 600 Emeryville, CA 94608
Tel. (619) 4476700 Fax (619) 447-6707 Tel. (619} 510-588-8729 Fax (619) 447-6707



Compliance and Other Matters

As part of obtaining reasonable assurance about whether the Resource Conservation District of Greater San
Diego County’s financial statements are free of material misstatement, we performed tests of its compliance
with certain provisions of laws, regulations, confracts, and grant agreements, noncompliance with which could
have a direct and material effect on the determination of financial statement amounts. However, providing an
opinion on compliance with those provisions was not an objective of our audit and, accordingly, we do not
express such an opinion. The 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 entity’s internal control or
on compliance. This report is an integral part of an audit performed in accordance with Government Auditing
Standards in considering the entity’s internal control and compliance. Accordingly, this communication is not
suitable for any other purpose.

Willoinaon yé/% Fing & Co, LLP

El Cajon, California
April 13,2016
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RESOURCE CONSERVATION DISTRICT OF GREATER SAN DIEGO COUNTY
SCHEDULE OF AUDIT FINDINGS AND QUESTIONED COSTS
FOR THE YEAR ENDED JUNE 30, 2015

Section I - Summary of Auditor’s Results
Financial Statements
Type of auditor’s report issued:

Internal control over financial reporting:
Material weaknesses identified?
Reportable conditions identified not considered
to be material weaknesses?
Noncompliance material to financial
statements noted?

Federal Awards

Type of auditor’s report issued on compliance for
major programs:

Internal control over major programs:
One or more material weaknesses identified?
One or more significant deficiencies identified that
are not considered to be material weaknesses?
Any audit findings disclosed that are required to be
reported in accordance with Circular A-133,
Section .510(a)

Identification of major programs:
CFDA Number

Not Applicable

Dollar threshold to distinguish between Type A and
Type B programs:

Auditee qualified as low-risk auditee?

Section IT — Federal Award Findings and Questioned Costs

Not Applicable
Section III — Financial Statement Findings

No Matters Reported
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Unmodified

No
No

No

Not Applicable .

Not Applicable

Not Applicable
Not Applicable

Name of Federal Program

Not Applicable

$300,000

Not Applicable



RESOURCE CONSERVATION DISTRICT OF GREATER SAN DIEGO COUNTY
SCHEDULE OF PRIOR YEAR AUDIT FINDINGS
FOR THE YEAR ENDED JUNE 30, 2015

There were no findings or questioned costs reported in the audit for the fiscal year ended June 30, 2014.
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