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INDEPENDENT AUDITOR’S REPORT

To the Board of Directors
San Mateo County Resource Conservation District,
Half Moon Bay, California

Report on Financial Statements

We have audited the accompanying financial statements of the San Mateo County Resource Conservation
District (District) as of year ended June 30, 2019, and the related notes to the financial statements, which
collectively comprise the District’s basic financial statements as listed in the Table of Contents.

Management’s Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial statements in
accordance with accounting principles generally accepted in the United States of America; this includes the
design, implementation, and maintenance of internal control relevant to the preparation and fair presentation
of the 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 Government Auditing Standards, issued by the
Comptroller General of the United States. Those standards require that we plan and perform the audit to
obtain reasonable assurance about whether the financial statements are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the
financial statements. The procedures selected depend on the auditor’s judgment, including the assessment of
the risks of material misstatement of the financial statements, whether due to fraud or error. In making those
risk assessments, the auditor considers internal control relevant to the District’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 District’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.

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 major fund of the San Mateo County Resource

Conservation District, as of June 30, 2019, 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.

T 925.930.0902

Accountancy Corporation F 925.930.0135
3478 Buskirk Avenue, Suite 215 E Maze@mazeassociates.com
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Other Matters
Required Supplementary Information

Accounting principles generally accepted in the United States of America require that Management’s
Discussion and Analysis and other Required Supplementary Information 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 this information in accordance
with generally accepted auditing standards 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 Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated June 12, 2020 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 the 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.

W laze + Hssocntes

Pleasant Hill, California
June 12, 2020



San Mateo County Resource Conservation District
MANAGEMENT'S DISCUSSION AND ANALYSIS (UNAUDITED)
June 30, 2019

San Mateo County Resource Conservation District's (the "District') Management's Discussion and Analysis (MD&A)
is designed to (a) assist the reader in focusing on significant financial issues, (b) provide an overview of the District's
financial activity, (c) identify changes in the District's financial position (its ability to address the next and subsequent
year challenges), and (d) identify individual fund issues or concerns.

Since the MD&A is designed to focus on the current year's activities, resulting changes and currently known facts,
please read it in conjunction with the District's basic financial statements. The MD&A is presented for the year ended
June 30, 2019.

Introduction to the Basic Financial Statements

This discussion and analysis is intended to serve as an introduction to the District's audited financial statements,
which are comprised of the basic financial statements. This annual report is prepared in accordance with the
Governmental Accounting Standards Board (GASB) Statement No. 34, Basic Financial Statements - and
Management's Discussion and Analysis - for States and Local Governments. The Single Governmental Program for
Special Purpose Governments reporting model is used which best represents the activities of the District.

The required financial statements include the Government-wide and Fund Financial Statements; Statement of Net
Position and Governmental Funds Balance Sheet; Statement of Activities and Governmental Fund Statement of
Revenues, Expenditures and Changes in Fund Balances; and the Statement of Revenues, Expenditures and Changes
in Fund Balance - Budget and Actual - All Governmental Fund Types.

These statements are supported by notes to the basic financial statements. All sections must be considered together
to obtain a complete understanding of the financial picture of the District.

The Basic Financial Statements

The Basic Financial Statements comprise the Government-wide Financial Statements and the Fund Financial
Statements; these two sets of financial statements provide two different views of the District's financial activities
and financial position.

The Government-wide Financial Statements provide a longer-term view of the District's activities as a whole, and
comprise the Statement of Net Position and the Statement of Activities. The Statement of Net Position provides
information about the financial position of the District as a whole, including all of its capital assets and long-term
liabilities on the full accrual basis, similar to that used by corporations. The Statement of Activities provides
information about all of the District's revenues and all of its expenses, also on the full accrual basis, with the emphasis
on measuring net revenues or expenses of the District's programs. The Statement of Activities explains in detail the
change in Net Position for the year.

All of the District's activities are grouped into Government Activities, as explained below.

The Fund Financial Statements report the District's operations in more detail than the Government-wide statements
and focus primarily on the short-term activities of the District's General Fund and other Major Funds. The Fund
Financial Statements measure only current revenues and expenditures and fund balances; they exclude capital
assets, long-term debt and other long-term amounts.

Major Funds account for the major financial activities of the District and are presented individually. Major Funds are
explained below.



San Mateo County Resource Conservation District
MANAGEMENT'S DISCUSSION AND ANALYSIS (UNAUDITED)
June 30, 2019

The Government-wide Financial Statements

Government-wide Financial Statements are prepared on the accrual basis, which means they measure the flow of
all economic resources of the District as a whole.

The Statement of Net Position and the Statement of Activities present information about the following:

Governmental Activities -The District's basic services are considered to be governmental activities. These services
are supported by general District revenues such as taxes, and by specific program revenues such as government
grants and service charges.

Fund Financial Statements

The Fund Financial Statements provide detailed information about each of the District's most significant funds, called
Major Funds. The concept of Major Funds, and the determination of which are Major Funds, was established by
GASB Statement No. 34 and replaces the concept of combining like funds and presenting them in total Instead, each
Major Fund is presented individually; the District has no Non-major Funds. Major Funds present the major activities
of the District for the year, and may change from year to year as a result of changes in the pattern of the District's
activities.

In the District's case, the General Fund is the only Major Governmental Fund.

Governmental Fund Financial Statements are prepared on the modified accrual basis, which means they measure
only current financial resources and uses. Capital assets and other long-lived assets, along with long-term liabilities,
are not presented in the Governmental Fund Financial Statements.

Comparisons of Budget and Actual financial information are presented for the General Fund.

Governmental Activities

2019 2018
Assets
Cash & Investments S 1,484,276 S 2,074,242
Other Assets 3,836,770 1,889,914
Total Assets 5,321,046 3,964,156
Liabilities
Accounts payable 2,085,546 664,868
Other Liabilities 2,166,047 2,572,540
Total Liabilities 4,251,593 3,237,408
Net Position
Unrestricted 869,453 726,748
Total Net Position S 869,453 S 726,748

The District's net position was $869,453 for the fiscal year ended June 30, 2019.



San Mateo County Resource Conservation District
MANAGEMENT'S DISCUSSION AND ANALYSIS (UNAUDITED)
June 30, 2019

The following table summarizes the District's change in net position at June 30:

July 1, 2018 July 1, 2017
through through
June 30,2019 June 30,2018
Revenues
Program revenues
Operating grants and contracts S 7,957,861 S 3,687,155
General Revenue
Taxes and other 258,653 229,620
Total Revenues 8,216,514 3,916,775
Program Expenses
Resource conservation 8,073,809 3,620,644
Total Expenses 8,073,809 3,620,644
Change in Net Position S 142,705 S 296,131

Government Activities

For the period from July 1, 2018 through June 30, 2019, the total District revenues were $8,216,514. The total District
expenses were $8,073,809. The difference of $142,705 is the increase in net position bringing the total net position
atJune 30, 2019 to $869,453. The main source of revenue for the District is grant revenue and contracts. The amount
our taxpayers ultimately financed for these activities through local taxes and assessments was $80,487.

Capital Assets

The District does not maintain any capital assets.

Debt Administration

The District does not utilize long term debt to fund operations or growth.
General Fund Budgetary Highlights

The District's General Fund operating budget for the period of July 1, 2018 to June 30, 2019 was adopted by the
Governing Board. As adopted, projected expenditures totaled $7,426,802. Budgeted revenues totaled $7,429,789
with revenues projected to be over expenditures by approximately $2,987.

Economic Outlook and Major Initiatives

Financial planning is based on specific assumptions from recent trends, State of California economic forecasts and
historical growth patterns in the various communities served by the District.

The economic condition of the District as it appears on the balance sheet reflects financial stability and the potential
for organizational growth. The District will continue to maintain a watchful eye over expenditures and remain
committed to sound fiscal management practices.



San Mateo County Resource Conservation District
MANAGEMENT'S DISCUSSION AND ANALYSIS (UNAUDITED)
June 30, 2019

Contacting the District's Financial Management

This financial report is designed to provide citizens, taxpayers, investors and creditors 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
regarding this report or need additional financial information, contact the Finance Director at San Mateo County
Resource Conservation District, 80 Stone Pine Road, Suite 100, Half Moon Bay, California 94019.



SAN MATEO COUNTY RESOURCE CONSERVATION DISTRICT
STATEMENT OF NET POSITION AND GOVERNMENTAL FUNDS BALANCE SHEET

JUNE 30, 2019
ASSETS
General Adjustments Statement of
Fund (Note 3) Net Position
Current Assets:
Cash and investments (Note 2): $ 1,484,276 $ - $ 1,484,276
Grants receivable 3,836,770 - 3,836,770
Total Current Assets 5,321,046 - 5,321,046
LIABILITIES
Current Liabilities:
Accounts payable 2,085,546 - 2,085,546
Accrued Expenses 2,825 - 2,825
Refundable advances 2,120,233 - 2,120,233
Compensated Absences 42,989 - 42,989
Total Current Liabilities 4,251,593 - 4,251,593
Long Term Liabilities
Recoverable Grants 200,000 - 200,000
Total Long Term Liabilities 200,000 - 200,000
FUND BALANCES / NET POSITION
Fund balances:
Assigned 869,453 (869,453) -
Total Fund Balance 869,453 (869,453) -
Total liabilities and fund balances $ 5,321,046
Net Position:
Unrestricted 869,453 869,453
Net Position $ 869,453 $ 869,453

See accompanying notes to basic financial statements




SAN MATEO COUNTY RESOURCE CONSERVATION DISTRICT
STATEMENT OF ACTIVITIES AND GOVERNMENTAL FUND STATEMENT
OF REVENUES, EXPENDITURES, AND CHANGES IN FUND BALANCES

FOR THE YEAR ENDED JUNE 30, 2019

Expenditure/expenses:
Resource conservation

Total expenditures/expenses

Program revenues:
Operating grants and contracts

Net program expense

General revenues:
Property taxes
Local government contributions
Annual Appeal contributions
Individual contributions
Interest

Total general revenues

Excess (deficiency) of revenues
over (under) expenditures

Changes in net position

Fund balance / net position at July 1, 2018

Fund balance / net position at June 30, 2019

General Adjustments Statement of
Fund (Note 4) Activities
$ 8,073,809 - $ 8,073,809
8,073,809 - 8,073,809
7,957,861 - 7,957,861
115,948 - 115,948
80,487 - 80,487
125,000 - 125,000
16,570 - 16,570
32,469 - 32,469
4,127 - 4,127
258,653 - 258,653
142,705 (142,705) -
- 142,705 142,705
726,748 - 726,748
$ 869,453 - $ 869,453

See accompanying notes to basic financial statements



SAN MATEO COUNTY RESOURCE CONSERVATION DISTRICT
NOTES TO BASIC FINANCIAL STATEMENTS
For the Year Ended June 30, 2019

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES |

A.

Organization and Description

The San Mateo County Resource Conservation District (the District) was formed under California
Soil Conservation District Law popular election and approved by the San Mateo County Board of
Supervisors on October 10, 1939. The function of the District is to provide a soil and water
conservation program within its geographical boundaries.

Accounts and Records

Custodianship of the District's accounts and records are vested with the District. Assessment of
property and collection of tax receipts for the District is provided by the County of San Mateo. The
Board further authorized check signatory to a designated board member and the executive director.

Accounting Policies

The District accounts for its financial transactions in accordance with the policies and procedures
recommended by the State of California. The accounting policies of the District conform to
accounting principles generally accepted in the United States of America as prescribed by the
Governmental Accounting Standards Board (GASB) and the American Institute of Certified Public
Accountants.

(1) Government-wide and Fund Financial Statements:

The government-wide financial statements (the statement of net position and the statement of
activities) report on the District as a whole. The statement of activities demonstrates the degree to
which the direct expenses of the District's function are offset by program revenues. Direct expenses
are those that are clearly identifiable with the District's function. Program revenues include grant
revenue and charges paid by the recipients of goods or services offered by the program. Other
items not properly included among program revenues are reported instead as general revenues.
Separate financial statements are provided for the governmental fund of the District (balance sheet
and the statement of revenues, expenditures and changes in fund balances).

(2) Measurement Focus, Basis of Accounting and Financial Statement Presentation:

Government-wide Financial Statements

The statement of net position and the statement of activities are prepared 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 the related
cash flows. Grants and similar items are recognized as revenues as soon as all eligibility
requirements imposed by the provider have been met.




SAN MATEO COUNTY RESOURCE CONSERVATION DISTRICT
NOTES TO BASIC FINANCIAL STATEMENTS
For the Year Ended June 30, 2019

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued) |

C.

Accounting Policies (Continued)

Net Position
The government-wide financial statements utilize a net position presentation. Net position is
categorized as invested capital assets (net of related debt), restricted and unrestricted.

Net Investment in Capital Assets - This category groups all capital assets into one component of
net position. Accumulated depreciation and the outstanding balances of debt that are attributable to
the acquisition, construction or improvement of these assets reduce the balance in this category.

Restricted Net Position - This category presents external restrictions imposed by creditors,
contributors or laws or regulations of other governments and restrictions imposed by law through
constitutional provisions or enabling legislation.

Unrestricted Net Position - This category represents net position of the District not restricted for
any project or other purpose.

Fund Balances

The District’s fund balances are classified in accordance with Governmental Accounting Standards
Board Statement Number 54 (GASB 54), Fund Balance Reporting and Governmental Fund Type
Definitions, which requires the District to classify its fund balances based on spending constraints
imposed on the use of resources. For programs with multiple funding sources, the District
prioritizes and expends funds in the following order: Nonspendables, Restricted, Committed,
Assigned, and Unassigned. Each category in the following hierarchy is ranked according to the
degree of spending constraint.

Nonspendables represents balances set aside to indicate items do not represent available, spendable
resources even though they are a component of assets. Fund balances required to be maintained
intact, such as Permanent Funds, and assets not expected to be converted to cash, such as prepaids,
notes receivable, and land held for redevelopment are included. However, if proceeds realized
from the sale or collection of nonspendable assets are restricted, committed or assigned, then
Nonspendable amounts are required to be presented as a component of the applicable category.

Restricted fund balance includes amounts that are subject to externally enforceable legal
restrictions imposed by outside parties (i.e., creditors, grantors, contributors) or that are imposed
by law through constitutional provisions or enabling legislation.

Committed fund balance includes amounts whose use is constrained by specific limitations that the
government imposes upon itself, as determined by a formal action of the highest level of decision-
making authority. The Board of Directors serves as the District's highest level of decision-making
authority and has the authority to establish, modify or rescind a fund balance commitment via
minutes action.

Assigned fund balance includes amounts intended to be used by the District for specific purposes,

subject to change, as established either directly by the Board of Directors or by management
officials to whom assignment authority has been delegated by the Board of Directors.
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SAN MATEO COUNTY RESOURCE CONSERVATION DISTRICT
NOTES TO BASIC FINANCIAL STATEMENTS
For the Year Ended June 30, 2019

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued) |

C.

Accounting Policies (Continued)

Unassigned fund balance is the residual classification that includes spendable amounts in the
General Fund that are available for any purpose.

When expenditures are incurred for purposes for which both restricted and unrestricted (committed,
assigned or unassigned) fund balances are available, the District specifies that restricted revenues
will be applied first. When expenditures are incurred for purposes for which committed, assigned
or unassigned fund balances are available, the District's policy is to apply committed fund balance
first, then assigned fund balance, and finally unassigned fund balance.

Fund Financial Statements

Governmental fund financial statements are reported using the current financial resources
measurement focus and the accrual basis of accounting. Revenues are recognized as soon as they
are both measurable and available. Revenues are considered to be available when they are
collectible within the current period or soon enough thereafter to pay liabilities of the current period.
For this purpose, the District considers revenues to be available if they are collected within 60 days
of the end of the current fiscal period. Expenditures generally are recorded when a liability is
incurred, as under accrual accounting.

The District only has one major fund, the General Fund, which is used to account for all financial
resources.

(3) Use of Estimates

The process of preparing financial statements in conformity with accounting principles generally
accepted in the United States of America requires the use of estimates and assumptions regarding
certain types of assets, liabilities, revenues and expenditures/ expenses. Such estimates primarily
relate to unsettled transactions and events as of the date of the financial statements. Accordingly,
upon settlement, actual results may differ from estimated amounts.

11




SAN MATEO COUNTY RESOURCE CONSERVATION DISTRICT
NOTES TO BASIC FINANCIAL STATEMENTS
For the Year Ended June 30, 2019

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued) |

D. Budget and Budgetary Accounting

The District normally adopts an annual budget on or before June 30 for the ensuing fiscal year. The
District follows these procedures in establishing the budgetary data reflected in the basic financial
statements:

(1) Legally adopted annual budgets and formal budgetary integration is employed as a
management control device during the year for the General Fund only.

(2) The budgets for the General Fund are adopted on a basis consistent with GAAP.

(3) Budgeted revenue amounts represent the original budget modified by adjustments authorized
during the year. Budgeted expenditure amounts represent original appropriations adjusted for
supplemental appropriations during the year, which were contingent upon new or additional

revenue sources and re-appropriated amounts for prior year encumbrances.

(4) Budget appropriations for the various governmental funds become effective each July 1. The
Board of Directors may amend the budget during the fiscal year.

(5) Appropriations were over budgeted amounts by $647,007.

‘ NOTE 2 — CASH AND INVESTMENTS

Cash and investments consisted of the following at June 30, 2019:

Carrying Value  Investment Rating
Cash in Tri Counties Bank $1,484,276 N/A

Custodial Credit Risk - Deposits

Custodial credit risk is the risk that in the event of bank failure, the District's deposits may not be
returned to it. The District does not have a policy for custodial credit risk for deposits. However,
the California Government code requires that a financial institution secure deposits made by State
or local government 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
pledged securities in the collateral pool must equal at least 110 percent of the total amount deposited
by the public agencies. California law also allows financial institutions to secure public deposits by
pledging first trust deed mortgage notes having a value of 150 percent of the secured public deposits
and letters of credit issued by the Federal Home Loan Bank of San Francisco having a value of 105
percent of the secured deposits.

12



SAN MATEO COUNTY RESOURCE CONSERVATION DISTRICT
NOTES TO BASIC FINANCIAL STATEMENTS
For the Year Ended June 30, 2019

NOTE 2 - CASH AND INVESTMENTS (Continued) |

Fair Value Reporting - Investments

The District categorizes the fair value measurements of its investments within the fair value
hierarchy established by GAAP. Level 1 inputs are quoted prices (unadjusted) in active markets for
identical assets or liabilities; Level 2 inputs are significant other observable inputs; and Level 3
inputs are significant unobservable inputs. These levels are determined by the District's investment
manager based on a review of the investment class, structure and what kind of securities are held
in the portfolio. The District's holdings are classified in Level 1 of the fair value hierarchy.

NOTE 3 - RECONCILIATION OF GOVERNMENTAL FUNDS BALANCE SHEET WITH THE
STATEMENT OF NET POSITION

Since the District's funds statements mirror the government-wide statements (i.e., no reconciling
items for capital assets, long term debts, etc.), reconciliation statements have not been presented as
a part of the basic financial statements.

NOTE 4 - RECONCILIATION OF GOVERNMENTAL FUND STATEMENT OF REVENUES,
EXPENDITURES AND CHANGES IN FUND BALANCES WITH THE STATEMENT
OF ACTIVITIES

Since the District's funds statements mirror the government-wide statements (i.e., no reconciling
items for capital assets, long term debts, etc.), reconciliation statements have not been presented as
a part of the basic financial statements.

NOTE 5 — GRANT RECEIVABLE |

Grants receivable consisted of the following as of June 30, 2019:

Water Quality $ 159,476
Water Resources 2,247,374
Habitat Enhancement 1,260,330
Conservation Technical Assistance 11,741
Climate Mitigation and Adaption 30,785
Agricultural Ombudsman 6,475
Fire and Forestry 17,780
Erosion and Sediment 13,708
Santa Cruz Mountain Stewardship Network 75,499
Streamgage 13,000
Other 602

Total grants receivable $ 3,836,770
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SAN MATEO COUNTY RESOURCE CONSERVATION DISTRICT
NOTES TO BASIC FINANCIAL STATEMENTS
For the Year Ended June 30, 2019

NOTE 6 - COMPENSATED ABSENCES

Compensated absences comprise of unused vacation leave, which is accrued as earned.
Compensated absences are recognized as a liability of the District. The liability for compensated
absences is determined annually. For all governmental funds, amounts expected to be paid out of
current financial resources are recorded as fund liabilities; the long-term portion is recorded in the
statement of net position. The District does not anticipate paying out any portion of the
compensated absences within a year. Therefore, compensated absences are classified as long-term
liabilities.

The net change of compensated absences is as follows:

Beginning Balance $ 53,348
Additions 39,775
Deletions (50,134)
Ending Balance $ 42,989

NOTE 7 - REFUNDABLE ADVANCES

The District has been awarded operational grants and contracts from multiple funding sources to
provide comprehensive, integrated services for all aspects of natural resource management. These
grants and contracts are considered to be an exchange transaction. Accordingly, revenue is
recognized when earned and expenses are recognized as incurred. At June 30, 2019, the balance in
the refundable advances for grants and contracts was $2,120,233.

NOTE 8 - PROPERTY TAX LEVY, COLLECTION AND MAXIMUM RATES

The State of California (the "State") Constitution Article XIIIA provides that the combined
Maximum property tax rate on any given property may not exceed 1 % of its assessed value unless
voters have approved an additional amount. Assessed value is calculated at 100% of market value
as defined by Article XIIIA and may be increased by no more than 2% per year unless the property
is sold or transferred. The State Legislature has determined the method of distribution of receipts
from a 1 % tax levy among counties, cities, school districts and other districts. Counties, cities,
school districts and other districts may levy such additional tax as is necessary to provide for voter
approved debt service.

The County of San Mateo assesses properties, and bills and collects property taxes as follows:

Secured Unsecured
Valuation dates March 1 March 1
Lien/levy dates  July 1 July 1
Due Dates 50% on November 1 Upon receipt of billing

50% on February 1
Delinquent as of December 10 (for November August 31
April 10 (for February)

14




SAN MATEO COUNTY RESOURCE CONSERVATION DISTRICT
NOTES TO BASIC FINANCIAL STATEMENTS
For the Year Ended June 30, 2019

NOTE 8 - PROPERTY TAX LEVY, COLLECTION AND MAXIMUM RATES (Continued) |

The term "unsecured" refers to taxes on property not secured by liens on real property. Property
taxes levied are recorded as revenue when received, in the fiscal year of levy, due to the adoption
of the "alternative method" of property tax distribution, known as the Teeter Plan, by the District
and the County of San Mateo. The Teeter Plan authorizes the auditor/ controller of the County of
San Mateo to allocate 100% of the secured property taxes billed, but not yet paid. The County of
San Mateo remits tax monies to the District in installations as follows:

5% remitted in July

75% remitted in September; includes advance
15% remitted in May

5% remitted in June

NOTE 9 — RISK MANAGEMENT

The District manages risk of loss related to torts; theft of, damage to, and destruction of assets;
errors and omissions; injuries to employees; and natural disasters by participating in the public
entity risk pools described below and by retaining certain risks.

Public entity risk pools are formally organized and separate entities established under the Joint
Exercise of Powers Act of the State of California. As separate legal entities, those entities exercise
full powers and authorities within the scope of the related joint powers agreements including the
preparation of annual budgets, accountability for all funds, the power to make and execute contracts
and the right to sue and be sued. Each risk pool is governed by a board consisting of representatives
from member government entities. Each board controls the operations of the respective risk pool,
including selection of management and approval of operating budgets, independent of any
influence by member municipalities beyond their representation on that board. Obligations and
liabilities of these risk pools are not the District's responsibility.

The District maintained insurance coverage for liability up to $2,500,000, property up to
$1,000,000,000 per occurrence, automobile physical damage up to $2,500,000 per occurrence,
Public Officials and Employees Errors and Omissions up to $2,500,000 per occurrence and
Workers' Compensation up to $5,000,000 per occurrence through the Special District Risk
Management Authority (a public entity risk pool) and underwritten by various insurance
companies.

Financial statements for the risk pool may be obtained from SDRMA, 1112 I Street, Suite 300,
Sacramento, CA 95814.
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SAN MATEO COUNTY RESOURCE CONSERVATION DISTRICT
NOTES TO BASIC FINANCIAL STATEMENTS
For the Year Ended June 30, 2019

NOTE 10 - LEASE

The District entered into a non-cancellable operating lease for administrative and program facilities
at 80 Stone Pine Rd, Suite 100, Half Moon Bay, California, expiring June 30, 2023. Minimum
future payments under this non-cancellable operating lease as of June 30, are as follows:

Lease Total Annual Change

2020 $60,744

2021 66,444 9.38%

2022 72,144 8.58%

2023 79,728 10.51%

2024 83,532 4.77%
2025 - 2027 269,580

Total $632,172

Rental expense for the year ending June 30, 2019 totaled $57,725.

‘ NOTE 11 - SUBSEQUENT EVENTS

On March 11, 2020, the World Health Organization declared the novel strain of coronavirus
(COVID-19) a global pandemic and recommended containment and mitigation measures
worldwide. The COVID-19 outbreak in the United States has caused business disruption through
mandated and voluntary closings of businesses and shelter in place orders for all but those deemed
essential services. While the business disruption is currently expected to be temporary, there is
considerable uncertainty around the duration of the closings and shelter in place orders. The
ultimate financial impact and duration cannot be reasonably estimated at this time.

In preparing the financial statements, the District has evaluated events and transactions for potential

recognition or disclosure through June 12, 2020, the date of the financial statements were available
to be issued.
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SAN MATEO COUNTY RESOURCE CONSERVATION DISTRICT

GENERAL FUND

STATEMENT OF REVENUE AND CHANGES IN FUND BALANCE

Revenues:
Operating grants and contracts
Property taxes
Government contributions
Annual appeal contributions
Individual contributions
Interest

Total Revenues

Expenditures:
Resource conservation

Total expenditures

Excess of revenues over (under)
expenditures

Fund balance, beginning of period

Fund balance, ending of period

BUDGET AND ACTUAL
FOR THE YEAR ENDED JUNE 30, 2019

Variance
Budgeted Amounts with

Original Final Actual Final Budget
$ 7,224,289 $ 7,224,289 $ 7,957,861 $ 733,572
60,000 60,000 80,487 20,487

125,000 125,000 125,000 -
10,000 10,000 16,570 6,570
10,000 10,000 32,469 22,469
500 500 4,127 3,627
7,429,789 7,429,789 8,216,514 786,725
7,426,802 7,426,302 8,073,809 (647,007)
7,426,802 7,426,802 8,073,809 (647,007)
$ 2,987 $ 2,987 142,705 $ 145,692

726,748
5 869453
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MEMORANDUM ON INTERNAL CONTROL

Board of Directors
San Mateo County Resource Conservation District
Half Moon Bay, California

In planning and performing our audit of the basic financial statements of the San Mateo County Resource
Conservation District (District) for the year ended June 30, 2019, in accordance with auditing standards
generally accepted in the United States of America, we considered the District’s internal control over
financial reporting (internal control) as a basis for designing our auditing 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.

Our consideration of internal control was for the limited purpose described in the first paragraph and
was not designed to identify all deficiencies in internal control that might be material weaknesses. In
addition, because of inherent limitations in internal control, including the possibility of management
override of controls, misstatements due to error or fraud may occur and not be detected by such controls.
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.

Included in the Schedule of Other Matters are recommendations not meeting the above definitions that
we believe are opportunities for strengthening internal controls and operating efficiency.

This communication is intended solely for the information and use of management, Board of Directors,

and others within the organization, and is not intended to be and should not be used by anyone other
than these specified parties.

P uze + Hesoehs

Pleasant Hill, California
June 12, 2020

T 925.930.0902

Accountancy Corporation F 925.930.0135
3478 Buskirk Avenue, Suite 215 E Maze@mazeassociates.com
Pleasant Hill, CA 94523 w mazeassociates.com



MEMORANDUM OF INTERNAL CONTROL

SCHEDULE OF OTHER MATTERS

NEW GASB PRONOUNCEMENTS OR PRONOUNCEMENTS NOT YET EFFECTIVE

The following comment represents new pronouncements taking affect in the next few years. We cite them
here to keep you informed of developments:

EFFECTIVE FISCAL YEAR 2019/20:

GASB 84 — Fiduciary Activities

The objective of this Statement is to improve guidance regarding the identification of fiduciary activities
for accounting and financial reporting purposes and how those activities should be reported.

This Statement establishes criteria for identifying fiduciary activities of all state and local governments.
The focus of the criteria generally is on (1) whether a government is controlling the assets of the fiduciary
activity and (2) the beneficiaries with whom a fiduciary relationship exists. Separate criteria are included
to identify fiduciary component units and postemployment benefit arrangements that are fiduciary
activities.

An activity meeting the criteria should be reported in a fiduciary fund in the basic financial statements.
Governments with activities meeting the criteria should present a statement of fiduciary net position and a
statement of changes in fiduciary net position. An exception to that requirement is provided for a business-
type activity that normally expects to hold custodial assets for three months or less.

This Statement describes four fiduciary funds that should be reported, if applicable: (1) pension (and other
employee benefit) trust funds, (2) investment trust funds, (3) private-purpose trust funds, and (4) custodial
funds. Custodial funds generally should report fiduciary activities that are not held in a trust or equivalent
arrangement that meets specific criteria.

A fiduciary component unit, when reported in the fiduciary fund financial statements of a primary
government, should combine its information with its component units that are fiduciary component units
and aggregate that combined information with the primary government’s fiduciary funds.

This Statement also provides for recognition of a liability to the beneficiaries in a fiduciary fund when an
event has occurred that compels the government to disburse fiduciary resources. Events that compel a
government to disburse fiduciary resources occur when a demand for the resources has been made or when
no further action, approval, or condition is required to be taken or met by the beneficiary to release the
assets.



MEMORANDUM OF INTERNAL CONTROL
SCHEDULE OF OTHER MATTERS

GASB 90 — Majority Equity Interests—an amendment of GASB Statements No. 14 and No. 61)

The primary objectives of this Statement are to improve the consistency and comparability of reporting a
government’s majority equity interest in a legally separate organization and to improve the relevance of
financial statement information for certain component units. It defines a majority equity interest and
specifies that a majority equity interest in a legally separate organization should be reported as an
investment if a government’s holding of the equity interest meets the definition of an investment. A majority
equity interest that meets the definition of an investment should be measured using the equity method,
unless it is held by a special-purpose government engaged only in fiduciary activities, a fiduciary fund, or
an endowment (including permanent and term endowments) or permanent fund. Those governments and
funds should measure the majority equity interest at fair value.

For all other holdings of a majority equity interest in a legally separate organization, a government should
report the legally separate organization as a component unit, and the government or fund that holds the
equity interest should report an asset related to the majority equity interest using the equity method. This
Statement establishes that ownership of a majority equity interest in a legally separate organization results
in the government being financially accountable for the legally separate organization and, therefore, the
government should report that organization as a component unit.

This Statement also requires that a component unit in which a government has a 100 percent equity interest
account for its assets, deferred outflows of resources, liabilities, and deferred inflows of resources at
acquisition value at the date the government acquired a 100 percent equity interest in the component unit.
Transactions presented in flows statements of the component unit in that circumstance should include only
transactions that occurred subsequent to the acquisition.

The requirements of this Statement are effective for reporting periods beginning after December 15, 2018.
Earlier application is encouraged. The requirements should be applied retroactively, except for the
provisions related to (1) reporting a majority equity interest in a component unit and (2) reporting a
component unit if the government acquires a 100 percent equity interest. Those provisions should be applied
on a prospective basis.

EFFECTIVE FISCAL YEAR 2020/21:
GASB 87 — Leases

The objective of this Statement is to better meet the information needs of financial statement users by
improving accounting and financial reporting for leases by governments. This Statement increases the
usefulness of governments’ financial statements by requiring recognition of certain lease assets and
liabilities for leases that previously were classified as operating leases and recognized as inflows of
resources or outflows of resources based on the payment provisions of the contract. It establishes a single
model for lease accounting based on the foundational principle that leases are financings of the right to use
an underlying asset. Under this Statement, a lessee is required to recognize a lease liability and an intangible
right-to-use lease asset, and a lessor is required to recognize a lease receivable and a deferred inflow of
resources, thereby enhancing the relevance and consistency of information about governments’ leasing
activities.



MEMORANDUM OF INTERNAL CONTROL
SCHEDULE OF OTHER MATTERS

GASB 87 — Leases (Continued)

A lease is defined as a contract that conveys control of the right to use another entity’s nonfinancial asset
(the underlying asset) as specified in the contract for a period of time in an exchange or exchange-like
transaction. Examples of nonfinancial assets include buildings, land, vehicles, and equipment. Any contract
that meets this definition should be accounted for under the leases guidance, unless specifically excluded
in this Statement.

GASB 89 — Accounting for Interest Cost Incurred before the End of a Construction Period

The objectives of this Statement are (1) to enhance the relevance and comparability of information about
capital assets and the cost of borrowing for a reporting period and (2) to simplify accounting for interest
cost incurred before the end of a construction period.

This Statement establishes accounting requirements for interest cost incurred before the end of a
construction period. Such interest cost includes all interest that previously was accounted for in accordance
with the requirements of paragraphs 5-22 of Statement No. 62, Codification of Accounting and Financial
Reporting Guidance Contained in Pre-November 30, 1989 FASB and AICPA Pronouncements, which are
superseded by this Statement. This Statement requires that interest cost incurred before the end of a
construction period be recognized as an expense in the period in which the cost is incurred for financial
statements prepared using the economic resources measurement focus. As a result, interest cost incurred
before the end of a construction period will not be included in the historical cost of a capital asset reported
in a business-type activity or enterprise fund.

This Statement also reiterates that in financial statements prepared using the current financial resources
measurement focus, interest cost incurred before the end of a construction period should be recognized as
an expenditure on a basis consistent with governmental fund accounting principles.

EFFECTIVE FISCAL YEAR 2021/22:

GASB 91 - Conduit Debt Obligations

The primary objectives of this Statement are to provide a single method of reporting conduit debt
obligations by issuers and eliminate diversity in practice associated with (1) commitments extended by
issuers, (2) arrangements associated with conduit debt obligations, and (3) related note disclosures. This
Statement achieves those objectives by clarifying the existing definition of a conduit debt obligation;
establishing that a conduit debt obligation is not a liability of the issuer; establishing standards for
accounting and financial reporting of additional commitments and voluntary commitments extended by
issuers and arrangements associated with conduit debt obligations; and improving required note disclosures.



MEMORANDUM OF INTERNAL CONTROL
SCHEDULE OF OTHER MATTERS

GASB 91 — Conduit Debt Obligations (Continued)

A conduit debt obligation is defined as a debt instrument having all of the following characteristics:

e There are at least three parties involved:
(1) an issuer
(2) a third-party obligor, and
(3) a debt holder or a debt trustee.

e The issuer and the third-party obligor are not within the same financial reporting entity.

e The debt obligation is not a parity bond of the issuer, nor is it cross-collateralized with other debt
of the issuer.

e The third-party obligor or its agent, not the issuer, ultimately receives the proceeds from the debt
issuance.

e The third-party obligor, not the issuer, is primarily obligated for the payment of all amounts
associated with the debt obligation (debt service payments).

All conduit debt obligations involve the issuer making a limited commitment. Some issuers extend
additional commitments or voluntary commitments to support debt service in the event the third party is,
or will be, unable to do so.

An issuer should not recognize a conduit debt obligation as a liability. However, an issuer should recognize
a liability associated with an additional commitment or a voluntary commitment to support debt service if
certain recognition criteria are met. As long as a conduit debt obligation is outstanding, an issuer that has
made an additional commitment should evaluate at least annually whether those criteria are met. An issuer
that has made only a limited commitment should evaluate whether those criteria are met when an event
occurs that causes the issuer to reevaluate its willingness or ability to support the obligor’s debt service
through a voluntary commitment.

This Statement also addresses arrangements—often characterized as leases—that are associated with
conduit debt obligations. In those arrangements, capital assets are constructed or acquired with the proceeds
of a conduit debt obligation and used by third-party obligors in the course of their activities. Payments from
third-party obligors are intended to cover and coincide with debt service payments. During those
arrangements, issuers retain the titles to the capital assets. Those titles may or may not pass to the obligors
at the end of the arrangements.



MEMORANDUM OF INTERNAL CONTROL
SCHEDULE OF OTHER MATTERS

GASB 91 — Conduit Debt Obligations (Continued)

Issuers should not report those arrangements as leases, nor should they recognize a liability for the related
conduit debt obligations or a receivable for the payments related to those arrangements. In addition, the
following provisions apply:

o If the title passes to the third-party obligor at the end of the arrangement, an issuer should not
recognize a capital asset.

o If'the title does not pass to the third-party obligor and the third party has exclusive use of the entire
capital asset during the arrangement, the issuer should not recognize a capital asset until the
arrangement ends.

e If the title does not pass to the third-party obligor and the third party has exclusive use of only
portions of the capital asset during the arrangement, the issuer, at the inception of the arrangement,
should recognize the entire capital asset and a deferred inflow of resources. The deferred inflow of
resources should be reduced, and an inflow recognized, in a systematic and rational manner over
the term of the arrangement.

This Statement requires issuers to disclose general information about their conduit debt obligations,
organized by type of commitment, including the aggregate outstanding principal amount of the issuers’
conduit debt obligations and a description of each type of commitment. Issuers that recognize liabilities
related to supporting the debt service of conduit debt obligations also should disclose information about the
amount recognized and how the liabilities changed during the reporting period.

How the Changes in this Statement will Improve Financial Reporting

The requirements of this Statement will improve financial reporting by eliminating the existing option for
issuers to report conduit debt obligations as their own liabilities, thereby ending significant diversity in
practice. The clarified definition will resolve stakeholders’ uncertainty as to whether a given financing is,
in fact, a conduit debt obligation. Requiring issuers to recognize liabilities associated with additional
commitments extended by issuers and to recognize assets and deferred inflows of resources related to
certain arrangements associated with conduit debt obligations also will eliminate diversity, thereby
improving comparability in reporting by issuers. Revised disclosure requirements will provide financial
statement users with better information regarding the commitments issuers extend and the likelihood that
they will fulfill those commitments. That information will inform users of the potential impact of such
commitments on the financial resources of issuers and help users assess issuers’ roles in conduit debt
obligations.
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REQUIRED COMMUNICATIONS

Board of Directors
San Mateo County Resource Conservation District
Half Moon Bay, California

We have audited the basic financial statements of the San Mateo County Resource Conservation District
(District) for the year ended June 30, 2019. Professional standards require that we communicate to you the
following information related to our audit under generally accepted auditing standards.

Significant Audit Findings

Accounting Policies

Management is responsible for the selection and use of appropriate accounting policies. The significant
accounting policies used by the District are included in Note 1 to the financial statements. No new
accounting policies were adopted, and the application of existing policies was not changed during the year.
Unusual Transactions, Controversial or Emerging Areas

We noted no transactions entered into by the District during the year for which there is a lack of authoritative
guidance or consensus. All significant transactions have been recognized in the financial statements in the
proper period.

Accounting Estimates

Accounting estimates are an integral part of the financial statements prepared by management and are based
on management’s current judgments. Those judgments are normally based on knowledge and experience
about past and current events and assumptions about future events. Certain accounting estimates are
particularly sensitive because of their significance to the financial statements and because of the possibility
that future events affecting them may differ significantly from those expected.

Disclosures

The financial statement disclosures are neutral, consistent, and clear.

Difficulties Encountered in Performing the Audit

We encountered no difficulties in dealing with management in performing and completing our audit.
Corrected and Uncorrected Misstatements

Professional standards require us to accumulate all known and likely misstatements identified during the
audit, other than those that are clearly trivial, and communicate them to the appropriate level of
management. Management has corrected all such misstatements. In addition, none of the misstatements

detected as a result of audit procedures and corrected by management were material, either individually or
in the aggregate, to each opinion unit's financial statements taken as a whole.

T 925.930.0902

Accountancy Corporation F 925.930.0135
3478 Buskirk Avenue, Suite 215 E Maze@mazeassociates.com
Pleasant Hill, CA 94523 w mazeassociates.com



Professional standards require us to accumulate all know and likely uncorrected misstatements identified
during the audit, other than those that are trivial, and communicate them to the appropriate level of
management. We have no such misstatements to report to the Board.

Disagreements with Management

For purposes of this letter, a disagreement with management is a financial accounting, reporting, or auditing
matter, whether or not resolved to our satisfaction, that could be significant to the financial statements or
the auditor’s report. We are pleased to report that no such disagreements arose during the course of our
audit.

Management Representations

We have requested certain representations from management that are included in a management
representation letter dated June 12, 2020.

Management Consultations with Other Independent Accountants

In some cases, management may decide to consult with other accountants about auditing and accounting
matters, similar to obtaining a "second opinion" on certain situations. If a consultation involves application
of an accounting principle to the District’s financial statements or a determination of the type of auditor's
opinion that may be expressed on those statements, our professional standards require the consulting
accountant to check with us to determine that the consultant has all the relevant facts. To our knowledge,
there were no such consultations with other accountants.

Other Audit Findings or Issues

We generally discuss a variety of matters, including the application of accounting principles and auditing
standards, with management each year prior to retention as the District’s auditors. However, these
discussions occurred in the normal course of our professional relationship and our responses were not a
condition to our retention.

Other Information Accompanying the Financial Statements

We applied certain limited procedures to the required supplementary information that accompanies and
supplements the basic financial statements. Our procedures consisted of inquiries of management regarding
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 did not audit the required supplementary information
and do not express an opinion or provide any assurance on the required supplementary information.

We were engaged to report on the supplemental information which accompany the financial statements but
are not required supplementary information. With respect to this supplemental information, we made
certain inquiries of management and evaluated the form, content, and the methods of preparing the
information to determine that the information complies with accounting principles generally accepted in
the United States of America, the method of preparing it has not changed from the prior period, and the
information is appropriate and complete in relation to our audit of the financial statements. We compared
and reconciled the supplementary information to the underlying accounting records used to prepare the
financial statements or to the financial statements themselves.

skeskeskeskosksk



This report is intended solely for the information and use of the Board of Directors, and management and
is not intended to be and should not be used by anyone other than these specified parties.

P luze + Hesoches

Pleasant Hill, California
June 12, 2020
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