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The Notes are t,,, statute a general obligation of the County of Santa Cruz (the "County") payable from unrestricted taxes, 
income, ra,enue, cash receipts and other moneys of the County received or accrued to the Fiscal Year 2017 /18 and legally 
avai I able for payment thereof pursuant to the Resolution (as defined herein). The N ates and interest thereon are secured t,,, 
a pledge of Unrestricted Revenues received t,,, the County during certain periods in Fiscal Year 2017 /18 ("Pledged 
Ra,enues") and, if such amounts are insufficient to pernit the deposit into the Repayment Account of the ful I amount of 
the Pledged Ra,enues required to be deposited therein in any such period, available Unrestricted Revenues that have not 
been deposited pra,iously into the Note RepaymentAccount, as more particularly described herein. As prCNided inArticle 
7.6, Chapter 4, Part 1, Division 2, Title 5, Sections 53850 et seq. of the California GCNernment Code (the "Act''), the Notes 
and the interest thereon will be a lien and charge against, and will be payable from the first moneys received t,,, the County 
constituting Pledged Moneys. See "SOURCES OF PAYMENT FOR THE NOTES" and "RISK FACTORS" herein. 

The Notes are offered when, as and if issued and received t,,, the Underwriter, subject to the apprCNal as to their legality t,,, 
Rutan & Tucker, LLP, Costa Mesa, California, Bond Counsel. Certain legal rratters will be passed upon for the County t,,, 
its Disclosure Counsel, Norton Rose Fulbright US LLP, LosAngeles, California and t,,, Dana McRae, County Counsel. It 
is anticipated thatthe Notes, in book-€ntry form, will beavailablefor delivery through the facilities of The Depository Trust 
Company, Ne.vYork, Ne.vYorkon or aboutJ une 29, 2017 (see "APPENDIX E -THE BOOK-ENTRY SYSTEM" herein). 

The date of the Official Statement isJ une 6, 2017. 
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GENERAL INFORMATIONABOUTTHIS OFFICIAL STATEMENT 

Use of Official Statement. This Official Statement is subrritted in connection with the offer and sale of the Notes 
referred to herein and m1y not be reproduced or used, in whole or in part, for any other purpose. This Official 
Statement is notto be construed as a contract with the purchasers of the Notes. 

Effective Date. This Official Statement speaks only as of its date, and the inform1tion and expressions of opinion 
contained in this Official Statement are sul:Jject to change without notice. Neither the delivery of this Official 
Statement nor any sale of the Notes wi 11, under any circumstances, create any i rrpl i cation thatthere has been no change 
in the affairs of the County or any other parties described in this Official Statement 

Estim1tes and Forecasts. When used in this Official Statement and in any continuing disclosure 0y the County, any 
press release and any oral statement m1dewith the apprCNal of an authorized officer of the County or any other entity 
described or referenced herein, the words or phrases "will likely result," "are expected to," "will continue," "is 
anticipated," "estim1te," "project," "forecast," "expect," "intend" and similar expressions identify "forward-looking 
statements" within the meaning of the Private Securities Litigation ReformAct of 1995. Such statements are sul:Jject 
to risks and uncertainties that could cause actual results to differ m1terial ly from those conterrplated in such forward­
looking statements. Any forecast is subject to such uncertainties. I na,itably, some assurrptions used to da,elop the 
forecasts wi II not be realized and unanticipated a,ents and circumstances m1y occur. Therefore, there are Ii kely to be 
differences between forecasts and actual results, and those differences m1y be m1terial. 

Limit of Offering. No dealer, broker, salesperson or other person has been authorized o, the County to give any 
inf orm1ti on or to m1ke any representations in connection with the off er or sale of the Notes other than those contained 
herein and if given or m1de, such other inform1tion or representation must not be relied upon as having been authorized 
o, the County or the Municipal Awisor. This Official Statement does not constitute an offer to sell or the solicitation 
of an offer to buy, nor shall there be any sale of the Notes o, a person in any jurisdiction in which it is unlawful for 
such person to m1ke such an offer, solicitation or sale. 

Preparation of this Official Statement. The inform1tion contained in this Official Statement has been obtained from 
sources that are believed to be reliable, but this inform1tion is not guaranteed as to accuracy or corrpleteness. The 
inform1tion and expressions of opinions herein are subject to change without notice and neither the delivery of this 
Official Statement nor any sale m1de hereunder shall, under any circumstances, create any irrplication that there has 
been no change in the affairs of the County since the date hereof. This Official Statement is subrritted in connection 
with the sale of the Notes referred to herein and m1y not be reproduced or used, in whole or in part, for any other 
purpose, unless authorized in writing o, the County. All summ1ries of the Notes, the Resolution or other documents, 
are m1de subject to the prCNisions of such documents and do not purport to be complete statements of any or all of 
such prCNisions. Reference is hereo, m1de to such documents on file with the County Clerk of the Board for further 
inform1tion. See "INTRODUCTION -Summ1ries Not Definitive." 

The Underwriter has prCNided the follo.ving sentence for inclusion in this Official Statement The Underwriter has 
ra,ie.ved the inform1tion in this Official Statement in accordance with, and as part of, its responsibilities to investors 
under the federal securities laws as applied to the facts and circumstances of this transaction, but the U nderwriter does 
not guarantee the accuracy or completeness of such inf orm1tion. 

Notes are Exempt from Securities Laws Registration. The issuance, sale and delivery of the Notes has not been 
registered under the Securities Act of 1933, as amended, or the Securities Exchange Act of 1934, as amended, in 
reliance upon exemptions for the execution, sale and delivery of municipal securities prCNided under Section 3(a)(2) 
of the Securities Act of 1933 and Section 3(a)(l2) of the Securities ExchangeAct of 1934. 

Stabilililtion of Prices. In connection with this offering, the Underwriter m1y CNerallot or effect transactions which 
stabilize or m1intain the m1rket price of the Notes at a level abCNe that which rright otherwise pra,ail in the open 
m1rket. Such stabilizing, if commenced, m1y be discontinued at any time. The Underwriter m1y offer and sell the 
Notes to certain dealers and others at prices lo.ver than the public offering price set forth on the cCNer page hereof and 
said public offering price m1y be changed from time to time 0y the Underwriter. 

County Website. The County m1intains a website. The inform1tion on such website is not part of this Official 
Statement and is not intended to be relied on o, investors with respect to the Notes unless specifically set forth or 
incorporated herein. 

CUSIP® is a registered tradem1rk of the American Bankers Association. CUSIP data on the cCNer page hereof is 
pr01ided 0y CUSIP Global Services, operated 0y S&P Capital IQ on behalf oftheAmerican BankersAssociation. 
The CUSIP number has been assigned 0y an independent company not affiliated with the County or the Municipal 
Awisor and is included solely for the convenience of the holders of the Notes. The County and the Municipal Advisor 
are not responsible forthe selection or use of the CUS IP number, and no representation is m1de as to its correctness 
on the Notes or as indicated abCNe. 
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OFFICIAL STATEMENT 
$47,000,000 

COUNTY OF SANTA CRUZ, CAL I FORNIA 
2017-2018TAX AND REVENUE ANTICIPATION NOTES 

This Official Statement, which includes the ccwer page and appendices (the "Official Statement''), is 
pro.tided to furnish certain information concerning the County of Santa Cruz, California (the "County") 
2017-2018Tax and Revenue Anticipation Notes (the" Notes") issued in the aggregate principal amount of 
$47,000,000. 

INTRODUCTION 
This Introduction contains only a brief description of this issue and does not purport to be cCJ111)1ete. The 
Introduction is suqject in all respects to rnore complete information in the entire Official Statement and the 
offering of the Notes to potential investors is made only b,I means of the entire Official Statement and the 
documents surnrnari :zed herein. Potential investors rnust read the entire Official Statement to obtain 
information essential to the making ofan informed investment decision. (See" RISK FACTORS" herein). 

The County 

The County was incorporated in 1850. It has a general liM' forrn of gcwernment (see "COUNTY OF SANTA 
CRUZ - Gcwernment Organization" herein). It is located on the coast of California, between the San 
Francisco Bay area and the Monterey Bay Peninsula, 65 niles south of San Francisco (see "COUNTY OF 
SANTACRUZ" herein). 

Security and Sources of Repayment 

The Notes are authorized b,I and being issued in accordance with the Act and a Resolution adopted b,I the 
County Board of Supervisors on May 23, 2017 (the "Resolution"). Pursuant to California Law, the Notes 
and the interest thereon are general obligations of the County payable frorn unrestricted taxes, income, 
revenue, cash receipts and other moneys of the County received or attributable to the 2017 /18 Fiscal Year 
and I.M'fully available therefor (see "SOURCES OF PAYMENT FOR THE NOTES" herein). 

The obligation of the County to pay the Notes and interest thereon does not constitute an obligation for 
which the County is obligated to levy or pledge any specific or special tax. The Notes are general 
obligations of the County that do not exceed any constitutional or statutory debt linitation or restriction. 

Purpose 

The Notes are being issued to pro.tide funds to help meet current County General Fund expenditures for 
the Fiscal Year of the County endingJune 30, 2018 including current expenses, capital expenditures and 
the discharge of other obligations or indebtedness of the County. 

Professional Services 

Harrell & Company Acwisors, LLC, Orange, California, (the" Municipal Acwisor,") acwised the County as 
to the financial structure and certain other fi nanci al matters relating to the N ates. Certai n I egal matters wi 11 
be passed on forthe County b,I Dana McRae, County Counsel, and b,I Norton Rose Fulbright US LLP, Los 
Angeles, California, Disclosure Counsel. Fees payable to Bond Counsel, Disclosure Counsel and the 
Municipal Acwisor are contingent upon the sale and delivery of the Notes. 



Offering of the Notes 

The Notes are offered, when, as and if issued, suqject to the apprcwal as to their legality b,I Rutan & Tucker, 
LLP, Costa Mesa, California, Bond Counsel. Such opinion, and certain tax consequences incident to the 
o.vnershi p of the N ates, incl udi ng certain exceptions to the tax treatment of interest, are descri bed rmre 
fully underthe heading "TAX MATTERS" herein. It is anticipated thatthe Notes will be available in oook­
entry form for delivery through the facilities of The Depository Trust Company ("DTC") on or about 
June 29, 2017. 

Summaries Not Definitive 

The summaries and references contai ned herein with respect to the R esol uti on, the N ates and other statutes 
or documents do not purport to be comprehensive or definitive and are qualified b,I reference to each such 
document or statute, and references to the N ates are qualified i n their enti rety b,I reference to the form 
thereof included in the Resolution. Copies of these documents described herein may be obtained from the 
Auditor-Controller-Treasurer-Tax Collector of the County at Gcwernment Center, 701 Ocean Street, Santa 
Cruz, California 95CXiO, telephone (831) 454-2500. 
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THE NOTES 

General 

Registration. The Notes will be issued in the aggregate principal amount of $47,000,000 and mature on 
June 28, 2018. When issued, the Notes will be registered in the name of Cede & Co., as nominee for The 
Depository Trust Corrpany, Ne.vYork, Ne.vYork ("DTC"), which will act as securities depository for the 
Notes. Purchasers will not receive certificates representing their o.vnership interest in the Notes (see 
"Book-Entry System' belo.v). Beneficial o.vnership interests in any Notes which are held in oook--entry 
form on the records of a securities depository may be transferred only in accordance with the rules and 
procedure of such securities depository. 

Denominations. ownership interest in the Notes may be purchased in the minimum denomination of 
$5,000 each or any integral multiple thereof. 

Repayment of the Notes. The Notes will be dated their delivery date. The Notes will bear interest at the 
rate per annum set forth on the ccwer page hereof. Interest on the Notes will be payable at maturity and 
will be computed on the basis of twelve 30-day months and a 360-day year. The Notes are not suqject to 
prepayment priorto their maturity. 

Book-£ ntry System. DTC will act as securities depository forthe Notes. The Notes will be issued as fully 
registered securities registered in the name of Cede& Co. (DTC's partnership noninee) or such other name 
as may be requested by an authorized representative of DTC. Interest on and principal of the Notes will be 
payable when due by wire of the Paying Agent to DTC which will in turn remit such interest and principal 
to DTC Participants, which will in turn remit such interest and principal to Beneficial owners of the Notes 
(see "APPENDIX E -THE BOOK-ENTRY SYSTEM" herein). As long as DTC is the registered o.vner of the 
N ates and DT C's oook--entry method is used fort he N ates, the Trustee wi 11 send any notices to Note owners 
only to DTC. Any failure of DTC to ad.tise any Participant, or of any Participant to notify the Beneficial 
owner, of any such notice and its content or effect will not affect the validity of any action premised on 
such notice. Beneficial Owners may desire to make arrangements with a Participant so that all notices or 
other communications to DTC which affect such Beneficial owners, and notification of all interest 
payments, will be forwarded in writing by such Participant. 

Investment of Funds 

The proceeds of the Notes will be deposited in the County's General Fund and be invested until expended 
in any investment authorized pursuant to the County's Investment Policy. All moneys in the Repayment 
Account (see "SOURCES OF PAYMENT FOR THE NOTES -Repayment of the Notes") established by the 
Resolution will also be invested in any investment authorized pursuanttothe County's Investment Policy. 
See"APPENDIX B -COUNTY OF SANTACRUZ INVESTMENT POLICY." The County expectsthatthe Note 
proceeds and amounts deposited in the Repayment Account will be invested in the County Treasurer's 
investment pool. See" FINANCIAL INFORMATION -County Treasurer's Investment Pool" herein. 
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SOURCES OF PAYMENT FOR THE NOTES 
General 

The N ates, in accordance with California Law, are general obi i gati ans of the County payable from the taxes, 
income, revenue, cash receipts and other moneys of the County attributable solely to Fiscal Year 2017/18 
and legally available for paymentthereof. Pursuant to the Gcwernment Code, the principal of and interest 
on the N ates rnay not exceed 85 percent of the esti rnated amount of the then uncol I ected taxes, i ncorne, 
revenue, cash receipts and other moneys which will be available for the payment of such principal and 
interest. 

The obligation of the County to pay the Notes and interest thereon does not constitute an obligation 
for which the County is obligated to levy or pledge any specific or special tax. The Notes are general 
obligations of the County that do not exceed any constitutional or statutory debt limitation or 
restriction. 

Repayment of the Notes 

In accordance with the terms of the Resolution, the County will create a special fund, the 2017 /2018Tax 
and Revenue Anticipation Note Repayment Account (the" Repayment Account"). The County is required 
to deposit moneys pledged for the payment of the Notes into the Repayment Account. Moneys in the 
Repayment Account will be retained therein until applied to the payment of the principal and interest on 
the N ates; pro.tided that any interest earned on amounts in the Repayment Account shal I be periodical ly 
transferred to the County's General Fund. The Resolution pro.tides that such amounts rnay not be used for 
any other purposes, although they rnay be invested as pernitted by the Gcwernment Code. See "THE NOTES 
-Investment of Funds." Any balance in the Repayment Account after the Notes and the interest thereon 
have been paid, or prcwision for such payment has been rnade, will be transferred to the County's General 
Fund. 

Payment of the principal and interest on the Notes is secured by a pledge of certain unrestricted taxes, 
i ncorne, revenue, cash receipts and other moneys intended as receipts forthe General Fund of the County 
for Fiscal Year 2017 /18 and which are generally available for the payment of current expenses and other 
obligations of the County (the "Unrestricted Revenues"). Accordingly, pursuant to the Act, the Notes and 
the i nterestthereon are a I ien and charge against, and are payable from, such Pl edged Revenues. In addition 
to such Pl edged Revenues, pursuantto the A ct, the N ates and the i nterestthereon are general obi i gati ans of 
the County payable from the taxes, income, revenue, cash receipts and other moneys of the County 
attributable to Fiscal Year 2017 /18 and legally available for the payment thereof. 

The County has pledged the first Unrestricted Revenues to be received in the months and in the amounts 
described belo,v to repayment of the Notes and the interest thereon: 

(i) $20,000,000 from the first Unrestricted Revenues received by the County during the period 
comnencing on January 1, 2018and endingJ anuary 31, 2018 (a" Pledge Period"); 

(ii) $20,000,000 from the first Unrestricted Revenues received by the County during the period 
comnencing on April 1, 2018and endingApril 30, 2018(alsoa" Pledge Period') together with 
an amount sufficient (net of earnings on moneys in the Repayment Account) to satisfy and 
rnake up any deficiency in the Repayment Account with respect to the prior Pledge Period; 
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(iii) $7,000,000, plus an amount equal to the interest due on the Notes at maturity, from the first 
Unrestricted Revenues received b,I the County during the period commencing on May 1, 2018 
and ending May 31, 2018 (also a "Pledge Period') together with an amount sufficient (net of 
earnings on moneys in the RepayrrentAccount) to satisfy and make up any deficiency in the 
RepayrrentAccountwith respect to the prior Pledge Period; and 

(iv) an amount sufficient to satisfy and make up any deficiency in the Repayrrent Account with 
respect to the prior Pledge Period from the first Unrestricted Revenues received b,I the County 
during the period commencing onJ une 1, 2018 and endingJ une 28, 2018. 
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COUNTY OF SANTA CRUZ 

General Information 

The County is situated at the northern tip of Monterey Bay, 65 nil es south of San Francisco, 35 rniles north 
of Monterey, and 35 rniles south of the Silicon Valley. The County is the gate.vay to the Monterey Bay 
National Marine Sanctuary, has 29 ni les of beaches and includes seven state parks and se..ren state beaches. 
It is the second smallest county in California in land area, containing a total of 440square rniles. There are 
four incorporated cities in the County of Santa Cruz: Capitola, Santa Cruz, Scotts Valley and Watsonville. 
The City of Santa Cruz was incorporated as a city in 1866. It is the county seat of the County and is the 
location of the Santa Cruz campus of the University of California The City of Watsonville, established in 
1868, lies 18rniles southeast of the City of Santa Cruz. The City ofWatsonville is the center of the County's 
agriculture region transporting fresh and processed farrn crops to world.vide destinations. The City of 
Capitola stretches along the coast east and south of the City of Santa Cruz. I twas incorporated in 1949 and 
is a tourist destination. The City of Scotts Valley, incorporated in 1966, lies north of the City of Santa Cruz 
and includes cornrnunity cornrnercial areas serving local residents and a nix of industrial sites that have 
supported light manufacturing and research de.teloprnent firms predoninantly in the electronics and 
technology industries. 

Unincorporated cornrnunities in the County include: Live Oak, an urban coastal area, between the City of 
Santa Cruz and the City of Capitola; Soquel, which lies inland between Capitola and Santa Cruz; Aptos, 
south of Soquel; Felton; Ben Lomond and Boulder Creek, which are located in the San Lorenzo Valley 
between the City of Santa Cruz and Big Basin State Park; Davenport, which is located on the coast north 
of the City of Santa Cruz; Freedom, which is acjjacenttoand north of the City ofWatsonville; and the Pajaro 
Val I ey, an agricultural area surroundi ng the City of Watsonvi 11 e. 

Go.rernment Organization 

The County was incorporated in 1850 as one of the original 27 counties of the State with the City of Santa 
Cruz as the county seat. It has a general liM' form of gcwernrnent. A five---rreniber Board of Supervisors 
electedtofour-yearterms serves as the legislative body. Also elected are theAuditor--Control ler-Treasurer­
Tax Collector, District Attorney-Public Administrator, Sheriff-Coroner, Registrar of Voters-Clerk and 
Assessor-Recorder. The County Administrative Officer and County Counsel are appointed b,I the Board of 
Supervisors. 

The rnenibers of the Board of Supervisors, the expiration dates of their terms and key administrative 
personnel are set forth bel ON. 

BOARD OF SUPERVISORS 

Board Member 
John Leopold, Supervisor, 1st District 
Zach Friend, Supervisor, 2nd District 
Ryan Coonerty, Supervisor, 3rd District 
Greg Caput, Supervisor, 4th District 
Bruce McPherson, Supervisor, 5th District 
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Term Expires 
January 2021 
January 2021 
J anuary 2019 
J anuary 2019 
January 2021 



Susan A. Mauriello 
Edith Driscol I 
Sean Saldavia 
Dana McRae 
Carlos Palacios 

Go.rernmental Services 

KEY ADMINISTRATIVE PERSONNEL 
County Administrative Officer 
Auditor-Controller-Treasurer-Tax Collector 
Assessor-Recorder 
County Counsel 
Assistant County Administrative Officer 

The County's departments are grouped by service function for budget and reporting purposes. 

General Gcwernment 

General Gcwernment includes the departments of the Assessor-Recorder, Auditor-Control I er-Treasurer-Tax 
Collector, Board of Supervisors, the County Adninistrative Office, County Clerk, County Counsel, General 
Services, Information Services and Personnel & Risk Management. These departments primarily cwersee 
the adni ni strati on and fi nanci al functions of the County. The County is responsible for the admi ni strati on 
of the property tax system, including property assessment, assessment appeals, collection of taxes and 
distribution of taxes to cities, former redevelopment agencies, special districts, local school districts and 
the County.A second major function is the County's voter registration and election system In addition, the 
County pro.tides contributions to other agencies such as Association of Monterey Bay Area Gcwernments 
(AMBAC). 

Health and Hurran Services 

Health and Human Services includes the Health Services Agency, the Hurran Services Department, and the 
Department of Chi Id Support Services. The County's Heal th Services Agency was establ i shed to pro.ti de 
central adninistration for various health,elated programs operated or sponsored by the County. These 
programs include mental health, public health, medical outpatient clinics, medical care for indigents and 
drug and alcohol treatment services. Most programs operated by the Health Services Agency are rrandated 
by State law and are funded through State subsidies, grants and fees for services. State and federal laws 
also rrandate that counties pro.tide certain human services including Aid to Families with Dependent 
Children, Cal Fresh program, Adult Protective Services, public guardian, Child Protective Services, foster 
care and adoption services andjobtraining. The Patient Protection and Affordable Care Act ("Affordable 
Care A ct") is adni ni stered by the County's Human Services Department (social services) and by the Heal th 
Services Agency. The Department of Child Support Services works with parents and guardians to ensure 
children and fami I ies receive court-ordered financial and medical support. I n addition, the County pro.tides 
funding to community non-profits under the CORE Investments budget. 

Public Safety & Justice 

The County criminal justice system is supported primarily by local County revenues, and consists of the 
Sheri ff-Coroner, the Probation Department, the District A norney, the Publ i c Defender and a contri buti on to 
Superior Court and the Grand Jury. Public Safety is supported primarily through fees for service and 
includes fi re protection, flood control and water conservation, as wel I as ani rral control services. 

In addition to countywide law enforcement services, the Sheriff pro.tides narcotics enforcement, 
investigation of arson, honicides, consumer fraud and crime scene investigation, and acts as coroner for 
the County and al I incorporated cities. The Sheriff operates three jail facilities throughout the County. 

The County coordinates an entire emergency network to handle floods, fires, earthquakes and other major 
disasters through the Emergency Services Department. The Santa Cruz County Flood Control and Water 
Conservation District pro.ti des flood control and water conservation planning. Fi re protection services in 
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the County are pro.tided b,I the cities of Santa Cruz and Watsonville, ten fire protection districts and the 
University of California, Santa Cruz. The Santa Cruz County Fire Departrrent in cooperation with the 
California Departrrent of Forestry and Fire Protection (CALFI RE) is responsible for fire protection and 
first responder errergency rnedi cal services, in al I five unincorporated areas outside the boundaries of the 
fire protection districts. The County is a participant in ajoint p:wers errergency communications agency 
which pro.tides public safety dispatchers who coordinate multi-agency mutual aid response, as well as 
dispatch the Sheriff's Departrrent, ambulance;pararnedic services and most fire protection agencies 
operating within the County. The County of Santa Cruz Animal Shelter is a joint p:wers authority that 
includes the County and the cities of Santa Cruz, Watsonville and Scotts Valley to pro.tide animal control 
services to residents. 

Land Use and Community Services 

The departrrents i ncl uded in this category incl ude the A gri cultural Cammi ssi oner, A gri cultural Extension, 
Parks, Open Space and Cultural Services ("POSCS"), Planning, Public Works and the Redeveloprrent 
Successor Agency. The Agricultural Commissioner pro.tides forthe protection of agriculture, enforcerrent 
of weights and measures and vector control. Planning develops irrplerrents and enforces county land use 
policies and ordinances, administers environrrental revie.v and protection programs, processes and issues 
building, zoning, and other developrrental permits, code compliance and cwersees affordable housing and 
community developrrent efforts. The Departrrent of Public Works pro.tides for the maintenance of public 
infrastructure for transportation, solid waste, real property, sanitation, parking, drainage, and solid 
waste/recycling. POSCS is responsible for operation and maintenance of the County's park system, and 
currently operates 1,400 acres of parkland, multiple beach access points, and the Simpkins Fanily swim 
Center. POSCS offers a wide variety of recreational and cultural programs, events and services year,ound. 
In addition, the County pro.tides contributions to Local Area Formation Commission (LAFCO), Monterey 
UnifiedAir Pollution Control District and receives library services and funding from the Library Fund. 

Community Information 

Public school education is available through 35 elerrentary schools, 21 secondary schools and 1 O unified 
school districts as well as nurrerous charter and alternative education programs. The University of 
California(the "University") established its Santa Cruz campus in 1965. The University is structured into 
ten independent undergraduate colleges and offers graduate study in nurrerous academic fields. The Lick 
Observatory, a multi-campus research facility for astronorrers, is headquartered at the University. The 
2,000-acre campus, set among red.vood grew es and rreado.vs, Ii es on the northwest boundary of the City 
of Santa Cruz. 

Cabril lo Community College ("Cabril Id'), a publicly supported institution, offers a broad curriculum which 
includes liberal arts, business, engineering, nursing and allied health technologies, and vocational 
education. Cabri 11 o is I ocated in the cornmuni ty of A pl:os. 

The County also hosts the Seymour Marine Disccwery Center, the Long Marine Laboratory, the National 
Oceanic and Atmospheric Administration (NOAA) Fisheries, the Oiled Wildlife Veterinary Care and 
Research Center, and the Monterey Bay National M ari ne Sanctuary E xpl oration Center. 

There are two full-service hospitals in the County. Dignity Health Doninican Hospital is located east of 
the City of Santa Cruz and Watsonville Community Hospital is located in Watsonville. A maternity and 
outpatient surgery center, Sutter Hospital, is also located in the County. 

Cultural arrenities in the area include Open Studios, the Tannery Arts Center, the Santa Cruz County 
Symphony, the Cabrillo Music Festival, Shakespeare Santa Cruz, the McPherson Museum of Art and 
History, the University of California Performing Arts Center, the Henry J. Mello PerforningArts Center 
and the Cabrillo College Visual & PerforningArts Complex. 
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Transportation 

Six major State highways connect the County with acjjacent counties. Highway 1 leads along the coast 
from San Francisco south to the City of Santa Cruz and on to Monterey. Highways 9 and 17 traverse the 
County from the City of Santa Cruz across the Santa Cruz Mountains into Santa Clara County. The City of 
Watsonville isjoinedwith Santa Clara County b,I Highway 152 and with San Benito County b,I Highway 
129. Highways 17, 152 and 129 connect with U.S. 101, a major north-south route. Highway 236 pro.tides 
access to Big Basin State Park. 

Air cargo and passenger flight services are prcwidedatthe NormanY. M inetaSanJ ose International Airport, 
32 rniles northeast; Monterey PeninsulaAirport, 43 rniles south; and San Francisco International Airport, 
60 niles north. Watsonville Municipal Airport pro.tides private and executive air transportation facilities 
and air cargo. 

B us transportation is pro.tided through the Santa Cruz M etropoi itan Trans it District for i nter-urban and I ocal 
inter--cornrnunity service. Greyhound Bus Lines pro.tide service to other local areas and additional 
transcontinental service with connections toArntrak. 
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Population 

Approximately 50.836 of the County's population lives in the County's four incorporated cities: Capitola, 
Santa Cruz, Scotts Valley and Watsonville. 

January 1 

Year 

2013 

2014 

2015 

2016 

2017 

TABLE NO. 1 
COUNTY OF SANTACRUZ 

POPULATION 
INCORPORATED CITIES AND UNINCORPORATED COMMUNITIES 

2013- 2017 

Unincorporated 

I ncor~orated Cities Communities Santa CruzCoun)Y 

Percentage Percentage Percentage 

Po~ulation Change Po~ulation Change Po~ulation Change 

136,388 132,732 269,120 

137,249 0.6!6 133,812 0.8!6 271,061 0.7!6 
138,898 1.2 134,958 0.9 273,856 1.0 

139,647 0.5 135,910 0.7 275,557 0.6 

140,410 0.5 136,193 0.2 276,603 0.4 

% I ncrease B etween 

2013 -2017 2.9 2.6 2.8 

The County is acjj acentto Santa CI ara and Monterey counties. The fol Io.vi ng table sets forth the population 
for the County, Santa Clara County and Monterey County between 2013 and 2017. 

TABLE NO.2 
POPULATION 

COUNTIES OF SANTA CRUZ, SANTACLARAAND MONTEREY 
2013- 2017 

SANTACRUZ COUNTY SANTA CLARA COUNTY MONTEREY COUNTY 

January 1 Percentage Percentage Percentage 

Year Po~ulation Change Po~ulation Change Po~ulation Change 

2013 269,120 1,856,416 427,007 

2014 271,061 0.7!6 1,879,196 1.2% 429,298 0.5% 

2015 273,856 1.0 1,903,209 1.3 432,664 0.8 

2016 275,557 0.6 1,922,619 1.0 438,171 1.3 

2017 276,603 0.4 1,938,180 0.8 442,365 1.0 

% I ncrease B etween 

2013- 2017 2.8 4.4 3.6 

Source: State of California, Department of Finance," E-4 Population Estim1tes for Cities, Counties and the State, 
2011-2017, with 2010 Census Benchm1rk," Sacramento, California, May 2017. 
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Per Capita Personal Income 

Per capita personal income information for the County, the State of California and the United States are 
summarized in the follo.ving table. 

TABLE NO. 3 
PER CAPITA PERSONAL I NCO ME 111 

COUNTY OF SANTACRUZ, STATE OF CALI FORNIAAND UNITED STATES 
2011 - 201 5 121 

Year Coun!\,' of Santa Cruz State of California United States 

2011 $49,439 $45,820 $42,453 

2012 52,256 48,312 44,267 

2013 52,908 48,471 44,462 

2014 54,585 50,988 46,414 

2015 57,257 53,741 48,112 

111 Per capita personal income was computed using Census Bureau midyear population estim1tes. Estim1tes for 
2011-2015 reflect county population estim1tes available as of March 2016. 

121 Most recent year for which f ul I year statistics are available. 

Note: All dollar estim1tes are in current dollars (not adjusted for inflation). 

Last updated: No;ember 17, 2016 -ne.v estim1tes for 2015; ra,ised estim1tes for prior years. 

Source: U .S. Department of Commerce, B ureau of Economic Analysis. 

Employment and I ndustry 

Services 

Analysis prepared by the Santa Cruz County Workforce Development Board identified five major economic 
clusters that contribute significantly to the regional econoITTy': technology, tourism, lifestyle enterprises, 
agriculture, and environmental technology. 

The services sector is the largest economic sector in the County, and includes a wide range of activity. 
Hotels, other lodging places, business and finance services, personal services, automotive repairs services, 
amusement and recreation, and health services are all part of this sector. The sector includes very large 
employers such as Plantronics, which develops corrputer software and business corrputer applications, and 
Bluetooth Mobile headsets, the Santa Cruz Beach Board.valk (errplo,ling 1,600 in the high season) and 
Dominican Hospital (about 1,CXXl employees), as well as very small software development and business 
service firms employing 10 or fe.ver. 

Ne.v information technologies and the County's proxinity to Silicon Valley are factors that contribute to 
grONth in the areas of computer, networking services, and software development, and the County's I ocati on 
on the Monterey Bay National Marine Sanctuary contributes to grONth in marine sciences' research and 
development. 
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Agriculture 

Agriculture is an important industry in the region. The gross value of crops has increased steadily in recent 
years, as some segrrents of the industry have adapted successfully to changing consurrer tastes, adopted 
mw technologies and taken advantage of grcwi ng 0.terseas markets. The agriculture econOIYly' has become 
highly diversified, producing 0.ter 2,CXXl kinds of crops in Santa Cruz County. Accardi ng to the County's 
Agriculture Commissioner, the largest crops produced (b,I sales volurre) are strawberries, raspberries, cut 
flo.vers, nursery plants and blackberries. There are 100 organic grcwers in the County. 

Tourism 

Santa Cruz County is an irrportantvacation and recreation area. Miles of coastline and accessible beaches 
border the second largest Marine Sanctuary in the world, an arnuserrent park and other attractions, acres of 
red.vood forest land, several State parks and beaches, U-pi ck farms, wineries, and the presence of a diverse 
rnusi c and art scene, al I i n close pro xi mi ty to the B ay Area. 

Commercial 

In addition to traditional comrrercial and retail businesses, Santa Cruz County is horre to many recreation 
and personal lifestyle businesses started b,l local entrepreneurs with nationally,ecognized brands and 
products, including O'Neill Wetsuits, Santa Cruz Skateboards, Annieglass, Driscoll Berries, Santa Cruz 
Guitars and Santa Cruz Bicycles. The County also has a diverse and productive arts community anchored 
b,I the Tannery Arts Center in Santa Cruz, the Visual, Applied and Performing Arts Division at Cabrillo 
College, and the Digital Arts and Ne.v Media Programatthe University of California, Santa Cruz. 
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The County is located in the Santa Cruz-Watsonville Metropolitan Statistical Area ("MSA"). As of March 
2017, six major job categories constitute 81.6% of the work force. These are gcwernrnent (21.4% ), 
educational and health services (17.1%), service producing (15.2%), leisure and hospitality (12.6%), 
professional and business services ( 8.836 ), and manufacturing (6.5% ). The March 2017 unernployrnent rate 
in the Santa Cruz-Watsonville MSA was 8.5% (not seasonally acjjusted to account for agricultural 
ernployrnent). The State of California March 2017 unernployrnent rate (unacjjusted) was 5.1%. The 
ernployrnent in the Santa Cruz-Watsonville MSA is presented in the follcwingtable. 

TABLENO.4 
SANTACRUZ-WATSONVILLE MSA 

WAGEANDSALARYWORKERS BY INDUSTRY 111 
(in thousands) 

Industry 2013 2014 2015 2016 2017 

GO/ernment 21.4 22.2 22.1 22.0 22.8 

Other Services 3.9 4.2 4.3 4.5 4.6 

Leisure and Hospitality 11.6 12.3 13.1 13.2 13.4 

Educational and Health Services 16.4 16.9 17.1 17.4 18.2 

Professional and Business Services 9.5 9.4 9.7 9.7 9.4 

Financial Activities 3.3 3.4 3.4 3.6 3.6 

I nf ormation 0.8 0.8 0.8 0.8 0.8 

Transportation, Warehousing and U ti I iti es 1.3 1.3 1.4 1.4 1.4 

Service Producing 

Retai I Trade 11.3 11.6 11.7 12.3 12.6 

W hol esal e Trade 3.4 3.5 3.4 3.4 3.6 

Manufacturing 

Nondurable Goods 2.6 2.8 3.0 3.5 3.3 

Durable Goods 3.1 3.2 3.5 3.7 3.6 

Goods Producing 

Mining, Logging and Construction ----11 ----1} _____}j ----1J. ---1,§ 

Total N onfarrn 91.7 94.9 97.0 99.6 102.1 

Farrn ~ ---1,§ ---22 ~ ~ 
Total (all industries) 96.2 99.7 102.2 104.1 106.6 

(1) Annually, as of March. 

Note: The unernpl0yment rate is calculated using unrounded data. Data may not add due to rounding. 

Source: State of California Ernpl0yrnent Da,eloprnent Department, Labor Market Information Division, "Industry 
E rnpl0yment & Labor Force -o, month, March 2016 Benchmark." 
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The principal emplO{ers operating within the County during the Fiscal Year endedJ une 30, 2016 are as 
folio.vs: 

Name of Company 

University of California at Santa Cruz 

PajaroValle, Unified School District 

County of Santa Cruz 

Dorrinican Hospital 

Santa Cruz Beach B oarwal k 

CB North 

Dutra Farms 

CabrilloCollege 

City of Santa Cruz 

Watsonville Community Hospital 

West Marine 

Plantronics 

TABLE NO. 5 
COUNTY OF SANTACRUZ 
PRINCIPAL EMPLOYERS 

FISCAL YEAR 2015/16 

Number 

of E mplOfees 111 

1 , 000-4, 999 
1 , 000-4, 999 

1 , 000-4, 999 

1 , 000-4,999 

1 , 000-4, 999 

1 , 000-4, 999 

1 , 000-4, 999 

500-999 

500-999 

500-999 

500-999 

500-999 

Product§ervice 

Education 

Education 

County Services 

Hospital 

Amusement/Recreation 

Sports,Recreation Clubs 

Grocery !-N holesale 

Education 

City Services 

Hospital 

Retail 

TelephoneApparatus Manufacturer 

111 Number of Empl0yees reflects an average range based on California Empl0yment Development Department data. 

Source: County of SantaCruzComprehensiveAnnual Financial Report 

The County is not .M'are of any significant change sinceJ une 30, 2016 to the principal emplO{ers sho.vn 
in Table No. 5. 
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Commercial Activity 

The follo.ving table summarizes the volume of retail and food services sales and taxable transactions for 
the County for calendar years 2011 through 2015 (the most recent year for which full-year statistics are 
available). 

TABLE NO.6 
COUNTY OF SANTACRUZ 

TOTAL TAXABLE TRANSACTIONS 
(in thousands) 

2011 -2015 

Retail and Retail and Total Taxable 

Food Services Food Services Transactions Issued Sales 

Year ($000's) % Change Permits ($000's) % Change Permits 

2011 2,248,131 8.1% 5,823 2,893,395 5.9!6 8,301 

2012 2,375,320 5.7 5,835 3,056,694 5.6 8,320 

2013 2,525,183 6.3 6,074 3,270,766 7.0 8,539 

2014 2,610,443 3.4 6,274 3,382,117 3.4 8,735 

2015 2,679,131 2.6 N/A 3,546,784 4.9 N /,'\ 

Source: California State Board of Equalization, "Taxable Sales in California." 

The fol Io.vi ng table sets forth taxable transactions i n the County and surroundi ng counties for 201 O through 
2014 (the most recent year for which full-year statistics are available). 

County 

SANTACRUZ 

San Mateo 

Santa Clara 

San Benito 

Monterey 

TABLE NO. 7 
TOTAL TAXABLE TRANSACTIONS 

COUNTY OF SANTA CRUZ AND SURROUNDING COUNTIES 
(in thousands) 

2010-2014 

2011 2012 2013 2014 2015 

$ 2,893,395 $ 3,056,694 $ 3,270,766 $ 3,382,117 $ 3,546,784 

13,020,643 13,906,978 14,611,618 15,298,434 15,478,010 

33,431,217 36,220,445 37,621,606 39,628,655 41,237,759 

486,490 530,017 560,238 560,376 607,831 

5,312,732 5,637,445 5,910,531 6,200,747 6,406,117 

Source: California State Board of Equalization, "Taxable Sales in California." 
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22.6!6 

18.9 

23.4 
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Taxable transacti ans b,I type of business for the County are summarized bel ON for 2011 through 201 5 ( the 
rmst recent year for which full-year statistics are available). 

TABLE NO.8 
COUNTY OF SANTACRUZ 

TAXABLE TRANSACTIONS BY TYPE OF BUSI NESS 
(in thousands) 

2011 - 2015 

2011 2012 2013 2014 2015 (l) 

Retail and Food Services 

Motor Vehicle and Parts Dealers $ 257,320 $ 272,189 $ 300,257 $ 303,969 

Furniture and Horne F urni shi ngs Stores 47,221 47,659 52,238 56,212 

Electronics and Appliance Stores 66,499 68,525 66,165 65,301 

Building Material, Garden Equip. and Supplies 247,364 251,652 279,264 290,117 

Food and B a,erage Stores 226,249 237,420 243,935 254,794 

Health and Personal Care Stores 96,753 99,767 106,698 113,219 

Gasoline Stations 349,163 363,261 354,464 348,016 

CI othi ng and Accessories Stores 139,153 147,701 160,507 166,076 

Sporting Goods, Hobo,, Books, Music Stores 81,319 80,702 84,288 80,739 

G eneral Merchandise Stores 238,918 260,340 272,124 278,434 

Miscellaneous Store Retailers 128,820 136,364 140,321 146,764 

N onstore R etai I ers 14,918 26,359 51,546 58,799 

Food Services and Drinking Places 354433 383,382 413 375 448005 

Total Retail and Food Services 2,248,131 2,375,320 2,525,183 2,610,443 $2,679,131 

Al I Other Outlets 645 264 681 374 745 583 771 673 867,653 

Total All Outlets $2 893 395 $3056694 $3270 766 $3 382117 $3 546 784 

111 Beginning in 2015, the State Board of Equalization no longer publishes detail retail sales inform1tion. 

Note: Detai I m1y not compute to total due to rounding. 

Source: California State Board of Equalization, "Taxable Sales in California." 
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BuildingActivity 

The fol Io.vi ng table summarizes bui I di ng activity val uati ans fort he County for the five calendar years from 
2012 through 2016. 

Residential 

Non-Residential 

Total Valuation 

No. of NEW Dwelling Units: 

Si ngl e-Owell i ng 

M ulti-Owel Ii ng 

Total NEW Units 

Source: CountyofSantaCruz 

TABLE NO.9 
COUNTY OF SANTACRUZ 

BUILDING ACTIVITY AND VALUATION 
(in$ thousands) 

2012 

$ 68,932 

51 671 

$120 603 

80 

173 

253 

2012- 2016 

2013 

$ 69,559 

44708 

$114 267 

94 

_]Z 

126 

17 

2014 

$ 70,444 

79183 

$149627 

113 

---2 
118 

2015 

$ 72,859 

42.428 

$115 287 

101 

62 

163 

2016 

$102,391 

93 011 

$195 402 

116 

202 

318 



FINANCIAL INFORMATION 

Economic Conditions and Outlook 

The County, like many other municipal entities, was not immune to the effects of the rmst recent econonic 
recession. The County's General Fund revenues were harrpered as a result of declining assessed values 
and depressed consumer spending whi I e errpl O{ee retirement and health care costs continued to increase. 
Even as the local econOITiy' reccwered, between 2012 and 2016, expenditure grcwth outpaced revenue 
grcwth. The County's Budget for Fiscal Year 2017 /l 8(the "Prop:ised Budget'') reflects revenues increasing 
more than expenditures for just the second time in as many years. Ho.vever, ongoing efforts to constrain 
cost increases are challenging as the needs and requirements of the community continue to expand. 

The Prop:ised Budget focuses on the follo.ving oqjectives: 

• Maintaining quality of services while preparing for uncertainties of changing state and federal 
priorities; 

• Continuing to i mprcwe reserves; 

• Reducing the budget deficit. 

• M ai ntai ni ng operations and addressing the i ncreases in the costs of ck:li ng busi ness i ncl udi ng 
salaries, health and retirement benefits and other fixed costs; 

• M eeti ng the requi rements of the B oard' s budge ti ng pri nci pl es; 

• Pro.tiding additional financial information for use b{the public. 

The Proposed Budget includes funding for programs and prqjects which the Board has made a priority, 
including the N urse-f ani ly Partnership and Thrive by Three programs, cannabis Ii censi ng, mental health 
and substance abuse services, hornel ess services, economic development, and technological i mprcwements. 
Other areas needing attention, such as facility imprcwements and funding for local roads and winter storm 
reccwery are also high priorities for the coning year. 

Property Tax. Assessed values reversed their declines from the recession beginning in Fiscal Year 
2013/14, which included the recapture of some of the market value reductions in real estate in prior years 
as discussed underthe caption "Taxable Property and Assessed Valuation" bel ON. Recapture of prior years' 
market value reductions continued in subsequent years and total value exceeded pre,ecession levels by 
2014/15. The County is prqjecting an cwerall 41/:% increase in assessed values for 2017/18, after an 
increase of 5% in 2016/17. These increased assessed values also impact property taxes in-lieu of vehicle 
license fees (see "Other Local Taxes" belo.v). 

Sales Tax. The County has seen a relatively consistent, although small, grcwth in sales tax cwerthe last 3 
years, aftertaking into accountthe effect of $1.4 million one-time revenue from the end of the "triple flip'' 
(see "Other Local Taxes -Sales and Use Taxes'' herein). In Fiscal Year 2016/17, the County anticipated no 
grcwth in total sales tax revenue from the prior year, but grcwth in base sales tax is expected to be 5% , after 
deducting the one-ti me revenue. I n 2017 /18, base sales tax grcwth is prqj ected to be 3.6% . 

Transient Occupancy Tax. Tourism is important to the County's econOITiy'. The County continues to 
experience significant annual increases in transient occupancy tax collections, due to both increasing 
occupancy and institution of audit compliance procedures. In Ncwember 2012, voters apprcwed a 1.5% 
i ncrease to the transient occupancy tax rate which, together with higher occupancy rates, increased revenue 
by 2Zfo in Fiscal Year 2013/14. Actual transient occupancy tax for Fiscal Year 2014/15 increased another 
17.6% from the prior year and increased a further 9.3% in Fiscal Year 2015/16. The County entered into 
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an agreementwithAirbnbto collect transient occupancy tax from its customers in 2016/17. The Proposed 
B udget incl udes a 5% increase i n transient occupancy tax i n 2017 /18 after an esti mated i ncrease of 8. 936 in 
2016 /17, taki ng into account the impact of that agreement. 

Voter-Apprcwed Taxes. 

• Measure F. The voters apprcwed Measure F inJ une 2014, authorizing a parcel tax on all imprcwed 
parcels of land in the unincorporated County at a rate of $8.50 per parcel. The annual revenue is 
estimated at $343,000 and is earmarked for cleaning and mai ntai ni ng park restrooms, County parks 
and recreati anal areas, beaches and other open space areas. 

• Cannabis Business Tax. The voters in the County apprcwed Measure K in Ncwember 2014, 
authorizing up to a 1 036 tax of the gross recei pts of medical marij uana busi nesses in the 
unincorporated County. Initially the tax is levied at 7%. The Cannabis Business tax generated 
$978,000 in Fiscal Year 2014/15 and $2.5 nil lion in Fiscal Year 2015/16, the first full year of the 
tax. The tax is expected to generate approximately $2.56 million in Fiscal Year 2017/18. In 
N cw ember 2016, voters in the County apprcwed Measure E, expanding the tax to apply to al I 
cannabis-related businesses. This component of the tax generated approximately $250,000 in 
Fiscal Year 2016/17, and is expected to generate $1.19 nil lion in Fiscal Year 2017/18, the first full 
year of the tax. 

• Measure D. The voters in the County apprcwed Measure Din Ncwember 2016, a one-half cent 
additional sales tax for transportation-related expenditures, to be levied for 30 years. Local 
jurisdictions, such as the County, will share in 3036 of the annual sales tax for local transportation 
purposes, with the balance used for regi anal prqj ects. 

Salaries and Benefits. The County continues toerrploy personnel cost control measures to reduce budget 
imbalances. The County implemented a furlough for general employees from 2009/l Oto 2012/13. Prior 
to the implementation of the Affordable Care Act (the "ACA") which required additional staffing, the 
County had reduced its personnel b,I 2036 County-wide. The furloughs were fully eliminated in Fiscal Year 
2014/15. Employees also began contributing to.vard the employees' share of their retirement cost (5036 of 
the 7% employees' share in Fiscal Year 2014/15 and 10036 in Fiscal Year 2015/16), and the County 
increased salaries to compensate for the retirement cost contributions. The California Public Employees' 
Retirement Plan ("Cal PERS") continues to revise their actuarial assumptions and increase contribution 
rates, significantly impacting past budgets and the current Fiscal Year 2017 /18 Proposed Budget. 

Personnel. A total of 2,412.25 full-time equivalent ("FTE") positions County-wide are recommended in 
the Proposed Budget, of which 2,012.90 positions are financed b,I the General Fund. The Proposed Budget 
sho.vs a net decrease of 39.8 FTE positions compared to the 2016/17 adopted budget. The net change 
results from deletion of 53 prior years' unfunded or vacant FTE positions, 6.25 FTE nid--year additions in 
Health and Human Services, District Attorney's office and Parks Department, 2.95 FTE positions added to 
convert part-time to full-time positions and funding of 4vacant positions in the Sheriff's Department. No 
fi 11 ed positions are proposed to be deleted. 

Sequestration. One factor not in the control of the County, and not estimated atthis time, are any impacts 
of potential further federal sequestration spending cuts which, with respect to the County, target 
discretionary programs such as funding for United States Department of Agriculture Rural Development 
and Community Development Block Grant Programs. There is also proposed elimination of State Crininal 
Alien Assistance Program funds, which is a Department of Justice program that reimburses states and 
counties for the costs of incarcerating undocumented individuals. The County has made and continues to 
make supplemental budget changes as detai Is of the federal budget are avai I able, and to reduce programs 
in line with any funding cuts. 
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State Budget. The Gcwemor of California released the" May Revision" to the State's 2017 /18 budget (see 
"RISK FACTORS -State Budget'' herein). There are certain changes proposed in the May Revision whose 
potential financial impact on the County is not kncwn atthis time. As in prior years, the County expects to 
make supplemental budget changes when the State budget is adopted, and to reduce program, if any funding 
cuts are adopted or increase program costs in line with available funding increases, if any. 

Fund Balance Reserves. Historically, the County has closed the fiscal year with actual General Fund 
reserves which are in excess of the esti rnates reflected in its budget document. The County cannot guarantee 
this will be the case again in Fiscal Year 2017/18. See discussion belcw under "Fiscal Year 2016/17 
Estimated Results" for special factors that contributed to the significant differences between 2016/17 
budgeted revenues and expenditures and estimated actual revenues and expenditures resulting in an 
esti rnated increase in fund balance at the end of 2016/17. There is additi anal information underthe heading 
" Fi seal Year 201 7 /18 Proposed B udget Assumptions'' bel cw that describes significant changes between the 
2016/17 estimated results and the Proposed Budget. 

Fiscal Year 2017 /18. The backdrop for the Proposed Budget are healthy Bay Area and County economies. 
Hcwever, as part of the State's proposed budget for 2017 /18, the Gcwemor's cwerall message was one of 
caution and saving for the future, due to I aggi ng State revenues and the unkncwns associated with a mw 
federal adninistration. Therefore, the proposed State budget pulls back on a variety of funding 
cornrnitments, as further described in" RISK FACTORS -State Budget." Some of these issues will impact 
the County i ncl udi ng the proposed abandonment of the Maintenance of Effort agreement regarding I n­
H orne Supportive Services ("IHSS") and requirement for counties to pay 35% of the non-federal costs of 
pro.tiding I HSS. Negotiations regarding this funding are ongoing between the counties and the State atthis 
time. Fiscal 2017 /18 will also be the second year of reduced State funding for CalWORKs. The County 
also experienced storm damage during the winter 2017 rains and will need to pro.tide matching funds to 
leverage federal and State funding for road repair prqjects. Even with these challenges, the Proposed 
B udget i ncl udes funding to rnai ntai n progress tcward i ncreasi ng General Fund reserves to 1 036 of budgeted 
revenues. The County prqjects a reserve fund at the end of Fiscal Year 2017/18 of 9.1% of budgeted 
revenues. The County al so anticipates decreasi ng the ongoing structural deficit frorn the original prqj ected 
fiscal Year 2016/17 budget amount of $8.1 million to $7.4 million in the Proposed Budget. The structural 
deficit continues to be funded, as in prior years, frorn budget savings realized in the prior year, primarily 
salary savings frorn vacant staff positions or unused amounts budgeted for con ti ngenci es. 

Budgetary Process and Administration 

In accordance with the prcwisions of Chapter 1, Division 3, Title 3, of the Gcwemment Code of the State of 
California, the County prepares and adopts a budget for each fiscal year. The County Administrative Officer 
is required to submit to the Board of Supervisors (the "Board") a proposed budget for the fiscal year 
cornrnencing the follcwingJ uly 1. The budget includes proposed expenditures and the means of financing 
them On or beforeJune30, public hearings are conducted to obtain public comments. On or before 
October 2, the final budget is prepared b,I the Auditor-Controller-Treasurer-Tax Collector and is legally 
enacted b,I adoption of a resolution. 

The Board apprcwes all transfers of budgeted appropriation amounts between budget units within any fund 
or between expenditure oqjects. Budgetary control is maintained at the oqject level. Oqject levels are 
appropriation totals for salaries and employee benefits, services and supplies. A 11 budgetary changes duri ng 
the budget year require Board action. No increase in the aggregate appropriations can be made unless the 
County receives written certification of additional revenue frorn the sources of such revenue. 
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Budget Policy 

The County has adopted Budget Pri nci pies. The Budget Principles are designed to pro.ti de cweral I guidance 
in the preparation, adoption, irnplerrentation and evaluation of the annual budget. The major principles 
include: 

• encouraging public input, 

• balanced budgeti ng, 

• targeting the use of Fund Balance for one-tirre costs and cyclical rather than structural budgetary 
i mbal ances, 

• mai ntai ni ng prudent reserves for cashfl ON, and for unforeseen or errergency events, 

• prioritizing funding decisions, 

• responding to changing conditions, 

• developing strategic approach to address unfunded liabilities, 

• mai ntai ni ng a five-year Capital I mprcwerrent Program, and 

• seeking cost reccwery. 

Fund Balance Policy 

The County believes that sound financial managerrent principles require that sufficient funds be retained 
b,I the County to pro.ti de a stable fi nanci al base at al I ti rres. To retai n this stable financial base, the County 
needs to maintain unrestricted fund balance sufficient to pro.tide financial reserves for unanticipated 
expenditures and/or revenue shortfalls of an errergency nature. Committed, assigned and unassigned fund 
balances (described belON under "Financial Staterrents - GASB Staterrent No. 54'') are considered 
unrestricted. 

The purpose of the County's fund balance policy is to maintain a prudent level of financial resources to 
protect against reducing service levels or raising taxes and fees because of temporary revenue shortfalls or 
unpredicted one-ti rre expenditures. 

The policy is designed to achieve and maintain committed and assigned fund balance categories of no less 
than 1036 of the upcoming year's estimated General Fund budgetary revenues. The County Board increased 
this percentage from 7% to 1036 during Fiscal Year 2014/15, with the increase to be phased in ewer a period 
of seven years, b,I Fiscal Year 2021 /22. The County is budgeting the fund balance to be 9.1% of budgetary 
revenues b,I the end of Fiscal Year 2017 /18. Budgetary revenues are typically 5% to6% higherthan actual 
revenues shONn in its General Fund financial staterrents because the budget includes revenue from 
i nterdepartrrental transfers that are el i mi nated i n the preparation of the audited financial staterrents as 
described bel ON under "General Fund Revenues and Ex pen di tu res -Transfers I n (Reali gnrrent) ." The table 
on the follONing page pro.tides the budgetary and actual revenues for Fiscal Years 2014/15 and 2015/16. 
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I ntergcwernmental Transfers 
All Other Revenues 
Total Revenues 

General Fund Cash Flow 

2014/15 
Budgetary 

$ 29,475,919 
403,219,303 

$432,695,222 

Actual --
$ 3,987,479 
404,417,002 

$408,404,481 

2015/16 
Budgetary 

$ 28,485,925 
424,252,404 

$452,738,329 

Actual 
$ 4,025,238 
421,976,199 

$426,001,437 

The General Fund County Budget includes programs which are pro.tided on a largely countywide basis 
(health care, welfare, courts and detention faci I iti es) and rnuni ci pal services to the uni ncorporated areas not 
otherwise included in a special district. The programs and services are financed primarily by the County's 
share of property taxes, revenues frorn the State and federal gcwernment, and charges for services pro.tided. 
(See"RISK FACTORS -State Budget'' herein). 

General Fund expenditures of the County tend to occur in equal amounts throughout the fiscal year. 
Conversely, receipts follo.v an uneven pattern primarily as a result of secured property tax installment 
payment dates in Decerrber and April and as a result of delays in payments frorn other gcwernmental 
agencies, two of the largest sources of General Fund revenues. 

The County' sA uditor--Control I er-Treasurer-Tax Col I ector has prepared a detai I ed analysis of the Fi seal Year 
2016/17 General Fund cash flo.v (which includes actual figures through March 2017) and of the prqjected 
cash flo.v for Fiscal Year 2017 /18. The cash flo.v prqjections are based on the County's Proposed Budget, 
subnittedtothe Board on May 16, 2017. During the month of June 2017, the Board may make changes to 
the Proposed Budget to include additional expenditures and the source of funding for such additional 
expenditures. The County does not expect to update the cash flo.v prqjections contained in the Official 
Statement to reflect any supplemental items added to the Proposed Budget, but will pro.tide a summary of 
such items as part of its disclosure obligation with respect to the Notes (see "APPENDIX c -FORM OF 
CONTINUING DISCLOSURE CERTIFICATE"). 

General Fund Revenues and Expenditures 

The recei pts i n tables that fol I ON are categorized as: 

• Taxes, detailed in Table No. 18 "Tax Revenues by Source," which includes general property tax, 
property tax in-lieu of motor vehicle license fees, sales tax, property tax in-lieu of sales tax and 
transient occupancy taxes; 

• Licenses and Permits, which includes construction and grading pernits, franchise fees (cable, 
utility, trash) and food vendor permits; 

• Fines and Forfeitures, which includes municipal and vehicle code violations and criminal fines; 

• Revenue from Use of Money, which includes interest income and rent and concessions; 

• I ntergcwernmental Revenue, detailed in Table No. 19 "State and Federal Funds" which includes 
Proposition 172 sales tax, motor vehicle license fees (health realignment portion), and state and 
federal reimbursements for health and welfare services; 

• Charges for Services, comprised of outpatient clinic fees (44%), County cwerhead charges (3.4% ), 
property tax adninistration fees (3.3%), consumer fraud penalties and other charges such as 
oooking fees, court filing fees, fees for dispatch services and alarm response, recoding fees, plan 
checking, building inspection, park and recreation fees and other municipal services (50.7%); 
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• Miscellaneous Revenue; and 

• Transfers In (Realignment), are State realignment revenues that the County receives for public 
health, mental health and social services that are required to be recorded first in a trust fund and 
transferred in for the intended General Fund purp:ise. 

The disbursements in the tables that foll cw are categorized as Salaries and Benefits, Services and Supplies, 
Other Charges, Fi xedAsset A cqui siti on and an I nterdepartment Cost A 11 ocati on to offset the cost of services 
pr0.tided b,I various General Fund departments to other General Fund functions. 

Salaries and Benefits include direct personnel costs, pension and p:ist--retirement benefits, health insurance 
costs and workers' corrpensation and unemployment insurance costs. 

Services and Supplies include non-personnel operating costs and contract professional services, of which 
approximately 40.7% relates to the Health Services Agency operations and 13.3% relates to the Human 
Services department. 

Other Charges primarily consist of non-personnel related costs, of which approximately 24.836 is related to 
health services and 65.2% is associated with social services, as well as debt service, including interest on 
the N ates, and operati ng transfers in. 

Disbursements shewn as "I nterfund L oans;R epayments" represent ad.tances to other County g0.ternmental 
entities (such as Fire Districts) or County funds that get reimbursed to the General Fund when property 
taxes are available to such entities, or at year-end through the County's accounting process. In certain 
months, the County uses short-term intrafund borrcwing to pr0.tide such funds (see" I ntrafund Borrcwing 
and Cashflo.v'' belcw). 

Fiscal Year 2017/18Proposed Budget Assumptions 

The County's Proposed Budget for 2017 /18 reflects the County's assessment of the continuing impact on 
salaries and benefits of rising pension costs as well as the permanent elimination of certain p:isitions, offset 
b,I additional staffing requirements. 

Some key assumptions incorporated into the Prop:ised Budget, and related variances from Fiscal Year 
2016 /1 7 esti mates, are as fol I cws: 

• Assessed value increase of 4 1 /2% , resulting in a 5.4% increase in general property tax and a 4% 
increase in property taxes in lieu of vehicle license fees. 

• 3.6% grcwth in 0.teral I sales tax revenue, net of the $1.39 one-ti me 2016/17 sales tax increase for 
the end of the "triple flip." 

• Transient occupancy tax increase of 5%, including, continued grcwth in demand and a full year 
impact associated with theAirbnb rentals. 

• Estimated $935,CXX) increase in Cannabis Licenses fee revenue relating to cannabis grcwers. 
Increased Salary and Benefit costs for current staff under existing employee contractual agreements 
and increased costs for retirement based on rising Cal PERS rates. 

• After elimination of 53 FTE long-term unfunded p:isitions, assumed all vacant p:isitions are filled, 
I ess a vacancy factor between 2% and 7% , depending on the department. 

• Use of $7.4 million budget surplus from Fiscal Year 2016/17 to offset budget shortfall in Fiscal 
Year 2017 /1 8. 
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As pre..riously described the County's health and rrental health program, are largely paid for with State and 
federal funding or b,I charging for services. Typically, an increase i n the costto pro.ti de particular program, 
or an increase in services prcwidedwill result in an offsetting increase in" I ntergcwemrrental Re..renues" or 
"Charges for Services" revenues. Sinilarly, if a program cost decreases, as a result of serving fewer 
patients, re..renue frorn reimburserrent of the costs will decrease. The significant changes in the Proposed 
Budget are: 

• I ntergcwemrrental Re..renues (net $11.9 million reduction): 

- $2 nil lion increase in Short;Doyle rrental health reimburserrent, follcwing the Fiscal Year 
2016/17 reduction. 

- $1.8 million increase in AB 118 State realignrrent funding, follcwing the Fiscal Year 
2016/17 reduction. 

- $1.1 nil lion reduction for SB 163 StateJ uvenileJ ustice program funding. 

- $2 nillion reduction in State grants for Crisis Peer and HRSA programs. 

- $1.5 million reduction in reirrbursed health care expenses due to unfunded positions (offset 
b,I reduced costs). 

- $6.2 million ofTelecare patient services reimbursed expenses reclassified to "Charges for 
Services." 

- $3.8 million reduction follcwing Fiscal Year 2016/17 receipt of one-tirre grants, including 
$2.3 ni 11 ion CDB G grant, $670,CXXl reccwery center grant, $585,CXXl anti-terrorism grants 
and $240,CXXl in storm damage assistance. 

• Charges for Services (net $13.5 nil lion increase): 

- $6.2 million ofTelecare patient services reimbursed expenses reclassified to "Charges for 
Services." 

- $5.7 nillion anticipated grcwth in Federally Qualified Health Care program re..renues for 
increased services to be pro.tided b,I filling vacant positions. 

• Miscellaneous Revenue: $8.1 million reduction follcwing Fiscal Year 2016/17 receipt of one-tirre 
grants, including $6.75 million unanticipated Fiscal Year 2016/17 grants for health services 
buildings imprcwerrents .. 

• Salaries and Benefits: 

- Health Services Agency: Increase of $7.6 nilliontofill lOOvacant positions for outpatient 
clinics, rrental health services and public health services. 

- Hurnan Services Departrrent: Net increase of $1.6 nil lion to fill 47vacant positions after 
elimination of 45 long-term unfunded positions. 

- $7 nillion increase across all other departrrents for contract cost of living salary 
aqj ustrrents and reti rerrent contribution i ncreased costs. 

• Services and Supplies: Decrease of $4.5 million in the Hurnan Services Departrrent for expected 
reduction of funding of CalWorks and substance abuse disorders, offset b,I increase of $3 nil lion 
in Health ServicesAgency. 
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• Other Charges (net $12.9 million reduction): 

- Decrease of $10.3 nillion from Fiscal Year 2016/17 one-time expenditures funded from 
non-recurring revenue (primarily grant funds described alx:we). 

- $1.2 million reduction in mental health in-patient care at State facilities follcwing increase 
in Fiscal Year 2016/17. 

- $1.1 million reduction in expenditure for State Juvenile Justice program resulting from 
reduced funding described alx:we) 

- $850,000 decrease in County 0.terhead due to completion of certain capital prqjects in 
Fi seal Year 2016/17. 

• FixedAssets: Decrease reflects compietion of implementation of the new financial system in Fiscal 
Year 2016/17. 

The follo.vingTable No. 10 compares the annual estimated actual receipts and disbursements for Fiscal 
Year 2016/17with the annual budgeted receipts and disbursements for Fiscal Year 2017/18. Table No. 11 
presents the monthly prqjected receipts and disbursements for Fiscal Year 2017 /18. 
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TABLE NO. 10 
GENERAL FUND CASH FLOW SUMMARY 

COM PAR I SON OF 2016/17 ESTIMATED ACTUAL ANNUAL CASH FLOW 
WITH FISCAL YEAR 2017/18 PROPOSED BUDGET 

2016/17 2017/18 

ESTIMATED PROPOSED 
ACTUAL 111 BUDGET CHANGE 

BEGINNING BALANCE $ 36,769,569 $ 37,194,253 $ 424,684 

RECEIPTS: 

PROPERTY TAXES $ 59,314,608 $ 62,547,178 $ 3,232,570 

PROPERTY TAX IN LIEU OF VLF 29,959,002 31,154,637 1,195,635 

SALES TAXES 12,154,242 11,149,000 (1,005,242) 

OTHER TAXES 12,718,162 14,274,036 1,555,874 

LICENSES AND PERMITS 13,943,322 14,501,485 558,163 

FINES AND FORFEITURES 4,639,934 4,728,520 88,586 

REVENUE FROM USE OF MONEY 2,552,533 2,565,024 12,491 

INTERGOVERNMENTAL REVENUES 239,740,124 227,841,391 (11,898,733) 

CHARGES FOR SERVICES 59,512,280 73,098,738 13,586,458 

MISCELLANEOUS REVENUES 14,690,711 6,107,737 (8,582,974) 

TRANSFERS IN (REALIGN) 25,942,981 25,119,388 (823,593) 

TOTAL RECEIPTS $475, 167,899 $473,087,134 $ (2,080,765) 

DISBURSEMENTS: 

SALARIES AND BENEFITS $253,805,783 $270,092,523 $16,286,740 

SERVICES AND SUPPLIES 140,311,441 138,823,461 (1,487,980) 

OTHER CHARGES 112,141,754 99,212,067 (12,929,687) 

FIXED ASSETS 1,727,079 224,000 (1,503,079) 

COST APPLIED (33,242,842) (33,481,791) (238,949) 

CONTINGENCY 5 624618 5,624,618 

TOTAL DISBURSEMENTS 121 $474,743,215 $480,494,878 $ 5,751,663 

ENDING CASH BALANCE $ 37, 194,253 $ 29,786,509 $ (7,407,744) 

ALTERNATIVE LIQUIDITY 131 $ 38,850,000 $ 37,100,000 $ 1,750,000 

(1) Actual through March 2017; estimatedApril -June 2017. 

(2) Excluding $6,296,975 transferto assigned fund balance in 2016/17. 

% 
CHANGE 

1.2% 

5.4 

4.0 

(8.3) 

12.2 

4.0 

1.9 

0.5 

(5.0) 

22.8 

(58.4) 

(3.2) 

(0.4) 

6.4 

( 1.1) 

(11.5) 

(87.0) 

0.7 

100.0 

1.2 

(19.9) 

(3) The County has alternative liquidity sources that are available for short-term borro.ving. See "FINANCIAL 
INFORMATION -Alternative Liquidity" herein. 
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TABLE NO. 11 
GENERAL FUND CASH FLOW SUMMARY 

FISCAL YEAR 2017/lSPROJ ECTION 

J.Jjy """" SEJ)ta1i::e OctdH NwITTm DKITTm J..,m:y - MJm 6I!U ""' - Tct,l 

BEGINNING BALANCE $ 37,194,253 $ 6Q925,054 $ 42,688,020 $ 43,470,490 $ 19,l3Q974 $ 1,729,500 $ 45,90'1-,105 $ 34,297,956 $ 22,565,934 2,322,974 $ 31,339,922 $ 22,331,359 $ 37,194,253 

RECEIPTS 

PROPERTY TAXES 108,420 42Q681 1,050,215 235,621 159,759 28,977,782 425,6'1() 201,567 305,453 19,474,470 5,827,383 5,354,186 62,547,178 

PROPERTY TAX IN LIEU OF VLF 15,577,319 15,577,319 31,154,637 

SALES TAXES 668,523 368,577 991,209 717,598 95Q645 912,561 680,723 907,478 819,195 l,32Q652 1,205,139 1,594,®9 11,149,000 

OTHER TAXES 1,157,173 617,213 1,678,021 1,387,685 985,049 999, 72fJ 1,242,354 83Q393 681,266 1,525,891 1,539,758 1,629,513 14,274,036 

LICENSES AND PERMITS l,12Q843 37Q386 613,784 533,927 2,651,497 1,238,412 802,846 1,265,719 80Q589 l,83Q438 l, 719,293 1,547,753 14,501,485 

FINES AND FORFEITURES 63,871 294,495 257,712 315,177 17Q031 43Q097 883, lffJ 131,685 142,856 66Q347 682,988 678,(93 4,728,520 

REVENUE FROM USE OF MONEY 22Q841 19Q551 162,517 238,326 1%227 223,358 268,935 16Q065 177,137 2C9,0'IO 238,568 279,460 2,565,024 

INTERGOVERNMENTAL REVENUES (2,715,065) 17,17Q489 22,065,991 15,163,952 5,47Q786 1Q84Q20S 28,953,639 14,359,167 13,913,643 32,171,546 22,lffJ,828 42,265,206 227,841,391 

CHARGES FOR SERVICES l,O'l-2,004 565,836 Q052,405 7,475,750 Q062,591 5,33Q 718 7,595,929 7,431,038 4,748,411 9,684,971 8,230,633 8,877,852 73,(98,738 

MISCELLANEOUS REVENUES 92,946 (18,4ffJ) 14Q714 119,002 61Q984 129,531 4(9,426 (24,454) 217,652 547,001 811,624 3,065,702 Ql07,737 

TRANSFERS IN (REALIGNMENT) 2 29fi243 (2Q943) 1,895,837 2,33Ql42 2,165,424 2,252,513 3,980,000 2,30QC97 l,63Q3C9 2,248,800 2,151,010 1,889,896 25,119,388 

TOTAL RECEIPTS 4,05Q400 19,958,817 34,914,405 28,517,261 19,44Q991 72,924,216 45,242,68) 27,562,756 23,448,511 85,262,534 44,57Q225 67,182,360 473,007,134 

DISBURSEMENTS 

SALARIES AND BENEFITS 11,158,221 28,93Q490 18,265,894 32,005,226 19,793,840 2Q40S, 100 2Q318,125 19,558,827 28,205,476 2Q624,977 21,550,931 28,672,407 27QC92,523 

SERVICES AND SUPPLIES 53,336 Q59Q806 1Q617,582 11,855,374 11,659,272 7,872,289 1Q938, 139 8,981,012 12,ffJQ194 14,798,86'1- 1Q480,259 2Q28Q332 138,823,461 

OTHER CHARGES 5,325,334 5,511,838 Q917,075 5,954,485 Q79Q084 5,093,462 1Q537,195 Q718,651 7,800,951 9,535,172 12,261,798 1Q758,022 99,212,067 

FIXED ASSETS 121 5,316 0079 14,708 38,815 1,784 1'848 10,888 am 11,086 14,011 9Q614 224,000 

COST APPLIED (67,354) 188,710 (l,58Q525) (732,462) (3,028,827) (60'1-,302) (Q20'l-,417) (2,431,268) (87Q806) (5,571,155) (5,3ll,2ffJ) (7,25Q 117) (33,481,791) 

CONTINGENCY !RESERVES 232,368 602,471 380,383 678,997 412,202 424,994 423,121 407,308 587,373 429,511 448,793 597,(97 5,624,618 

TOTAL DISBURSEMENTS 1Q702,027 41,829,631 34,E00,489 50,37Q327 35,665,387 33,1%336 3Q028,0l2 33,245,418 48,423,918 39,828,456 45,444,523 65,154,355 48Q494,878 

INTERFUND LOANS/REPAYMENTS (4,623,571) (2,36Q22l) 468,555 (2,474,450) (1,183,018) 4,44Q664 (820,797) (QO'l-9,360) 4,732,447 3,582,870 (l,140,26'1-) 5,427,145 

INTRAFUND BORROWING <1l 

TRAN PROCEEDS 47,000,000 47,COQOOO 

TRAN REPAYMENT FUND (2Q000,000) (2QCOQOOO) (7,000,000) (47,COQOOO) 

ENDING CASH BALANCE $ 66,925,054 $ 42 688,020 $ 43 470490 $ 19BfiW4 $1729500 $ 45,90'l 105 $ 34 297956 $ ?.2 565,934 23?2974 $ 31 339922 $ 22 331 359 $ 29 786509 $2978fi',(9 

(1) See "FINANCIAL INFORMATION -I ntrafund Borro.ving and Cashflo.v" and "Alternative Liquidity" herein. 
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Fiscal Year 2016/17 Estimated Results 

Table No. 12 compares the Fiscal Year 2016/17 prop:ised and final budget prqjectionswith estimated actual 
results for Fiscal Year 2016/17 (which includes actual results through March 2017, with prqjections for 
April, May andJ une 2017). Table No. 13 presents the monthly estimated actual receipts and disbursements 
for Fiscal Year 2016/17. 

The I argest i ncreases or decreases between budgeted and esti mated actual results for Fi seal Year 201 5 /16 
result from the fol Io.vi ng: 

• Property Tax and Property Tax in Lieu of Vehicle License Fees: The actual assessed value increase in 
Fiscal Year 2016/17was 5%, compared to the budgeted 3% assessed value increase. 

• Sales Taxes: Final one-time "triple flip'' acjjustment of $1.39 nil lion together with additional base sales 
tax grONth of $500,CXXl o.rer budget. 

• Other Taxes: Implementation of cannabis licensing for gro.vers commenced later in year than 
anti ci pated, resul ti ng i n $ 500,CXXl reduction in revenue from budgeted amount. 

• lntergo.rernmental Revenues: $1.5 nil lion in reducedShort;Do,!le mental health reimbursement, $1.9 
nil lion in reduced AB 118 State realignment funding for CalWorks and Cal Fresh programs, $1 million 
reduction in various other federal programs and $1 million reduction in various other State programs, 
offset by $670,CXXl public safety grant for the reco.tery center, $500,CXXl increase in federal foster care 
funding, $400,CXXl increase in AB 109 public safety realignment funding and $240,CXXl storm repair 
assistance from the State. 

• Charges for Services: Reduced clinic fees of $5.3 million due to unfilled p:isitions, offset by $3 nil lion 
increased telecare patient revenue, decrease in planning services charged of $370,CXXl and lo.ver 
consumer fraud penalties of $330,CXXl. 

• Miscellaneous Revenue: $6.75 million unanticipated grants relating to health services and facilities. 

• Transfers In: $635,CXXl reduced transfers from other funds for debt service due to Fiscal Year 2016/17 
refi nanci ngs. 

• Salaries and Benefits: Heal th Services Agency had staff vacancies i n excess of 2036 that were expected 
to be filled during the year, primarily in clinics and mental health divisions. Human services also had 
significant staff vacancies in 2016 that were not filled. There are currently 178 p:isitions vacant in those 
departments. 

• Other Charges: $1.2 nillion increase in mental health in-patient care at State facilities and $6.75 
million expenditure of one-time funds ($5 nil lion from Central CaliforniaAlliancefor Health and $1.75 
mi 11 ion transferred from mental heal th trust fund) offset by $680,CXXl reduced debt service due to Fi seal 
Year 2016 /17 refi nanci ngs. 
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TABLE NO. 12 
GENERAL FUND CASH FLOW SUMMARY 

COM PAR I SON OF 2016/17 ESTIMATED ACTUAL ANNUAL CASH FLOW 
WITH 2016/17PROJ ECTION 

CHANGE 

2016/17 2016/17 2016/17 FROM 

PROPOSED FINAL ESTIMATED FINAL 

BUDGET BUDGET ACTUAL BUDGET 

BEGINNING CASH BALANCE $ 34,450,120 $ 40,747,095 $ 36,769,569 $ (3,977,526) 

RECEIPTS: 

PROPERTY TAXES $ 57,008,333 $ 58,101,141 $ 59,314,608 $ 1,213,467 

PROPERTY TAX IN LIEU OF VLF 29,229,216 29,406,991 29,959,002 552,011 

SALES TAXES 10,529,064 10,251,805 12,154,242 1,902,437 

OTHER TAXES 12,622,938 13,152,923 12,718,162 (434,761) 

LICENSES AND PERMITS 13,644,222 13,920,583 13,943,322 22,739 

FINES AND FORFEITURES 4,495,700 4,290,700 4,639,934 349,234 

REVENUE FROM USE OF MONEY 2,478,276 2,387,946 2,552,533 164,587 

INTERGOVERNMENTAL REVENUES 235,652,339 243,363,735 239,740, 124 (3,623,611) 

CHARGES FOR SERVICES 63,506,581 62,508,776 59,512,280 (2,996,496) 

MISCELLANEOUS REVENUES 6,682,201 7,230,150 14,690,711 7,460,561 

TRANSFERS IN (REALIGNMENT) 25,656,106 26,796,972 25,942,981 (853,991) 

TOTAL RECEIPTS $461,504,976 $471,411,722 $475, 167,899 $ 3,756,177 

DISBURSEMENTS: 

SALARIES AND BENEFITS $260,970,406 $262,708,613 $253,805,783 $ (8,902,830) 

SERVICES AND SUPPLIES 136,220,822 139,811,953 140,311,441 499,488 

OTHER CHARGES 100,228,625 104,875,545 112,141,754 7,266,209 

FIXED ASSETS 202,457 1,598,517 1,727,079 128,562 

COST APPLIED (32,059,629) ( 33, 197,629) (33,242,842) (45,213) 

CONTINGENCY 4,092,021 3 764449 (3,764,449) 

TOTAL DISBURSEMENTS $469,654,702 $479,561,448 $474,743,215 $ (4,818,233) 

ENDING CASH BALANCE 111 $ 26,300,394 $ 32,597,369 $ 37, 194,253 $ 4,596,884 

(1) Excluding budgeted increase in assigned and comnitted fund balance. 
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TABLE NO. 13 
GENERAL FUND CASH FLOW SUMMARY 

ESTIMATED FISCAL YEAR 2016/17 

J.Jjy """" SEJ)ta1i::e OctdH NwITTm DKITTm J..,m:y - MJm 6I!U ""' - Tct,l 

BEGINNING BALANCE $ 36,769,569 $ 68,86'1-,107 $ 46 785,786 $ 48,035,111 $ 24,802,449 $ 7,597,0S4 $ SQS/9,756 $ 39,541,180 $ 27,597,602 8,502,234 $ 36,573,264 $ 26,187,707 $ 36,769,5® 

RECEIPTS 

PROPERTY TAXES 102,817 401-,629 995,937 223,444 151,502 27,48Ql49 403,6'1-2 191,150 289,667 18,467,989 5,526,212 5,077,469 59,314,60S 

PROPERTY TAX IN LIEU OF VLF 14,979,501 14,979,501 29,959,002 

SALES TAXES naooo 401,810 l,OS0,581 )l'4>'.l() 1,042,900 994,841 742,100 989,300 893,057 l,446WJ 1,313,800 1,738,484 12,154,242 

OTHER TAXES 1,031,041 549,937 1,495,116 1,236,427 877,678 89Q 750 l, 106,937 739,880 607,00S 1,359,568 1,371,924 1,451,895 12,718,162 

LICENSES AND PERMITS 1,077,701 356,130 590,159 513,376 2,549,441 l,19Q745 771,943 1,217,001 775,543 1,759,984 1,653,117 1,488,181 13,943,322 

FINES AND FORFEITURES 62,674 288,978 252,884 Xf:J,272 172,733 427,927 866623 129,218 14Ql80 653,863 670,194 665,388 4,639,934 

REVENUE FROM USE OF MONEY 219,766 189,622 161,726 237,165 195,271 222,270 267,625 159,286 l 7Q274 200,022 237,406 278,100 2,552,533 

INTERGOVERNMENTAL REVENUES (2,85Q856) 18,067,196 23,218,360 15,955,870 5,762,80'1- 17,725,980 3Q465,707 15,109,057 14,64Q266 33,851,665 23,327,620 44,472,456 239,74Ql 24 

CHARGES FOR SERVICES 848,821 400667 4,927,477 QOSQ274 4,935,771 4,339,927 Q 184,116 QO'l-9,872 3,865,850 7,884,879 Q700,851 7,227,774 59,512,280 

MISCELLANEOUS REVENUES 223,EOO (44,430) 352,948 28Q474 1,469,839 311,611 984,952 (59,0'l-7) 523,603 l,31Q001 1,952,470 7,372,ff:)2 14,ff:JQ7ll 

TRANSFERS IN (REALIGNMENT) 2 371 530 (27,826) 1,957,996 2,40Q541 2,23Q422 2,32Q366 4,110,493 2,375,511 1,689,959 2,322,594 2,221,535 1,951,859 25,942,981 

TOTAL RECEIPTS 3,809,895 2Q64Q713 35,033,185 28,037,142 19,394,362 7Q89Q067 45,90'1-,138 2Q901,228 23,001,407 84,25Q334 44,975,129 71,724,298 475,167,899 

DISBURSEMENTS 

SALARIES AND BENEFITS 10,485,374 27,185,96'1- 17, 16'1-,450 30,639,111 18,EOQ2EO 19,177,487 19,(92,930 18,379,418 2Q50'l-,6ff:J 19,381,280 2Q251,398 2Q943,444 253,805,783 

SERVICES AND SUPPLIES 5'908 Q661,450 1Q731,387 11,982,446 11,784,242 7,95Q668 11,055,380 9,077,275 l 2,82Q214 14,957,486 1Q65Q903 2Q568,0S2 14Q31 l,441 

OTHER CHARGES 5,118,442 Q283,051 7,884,908 Q787,633 7,74Ql49 5,80Ql36 12,011,554 7,658,721 8,901,575 1Q8ff:J,328 13,977,462 19,102,796 112,141,754 

FIXED ASSETS 936 4Q985 41,872 113,399 299,271 13,758 122,191 93,949 67,313 85,475 100,024 734,907 1,727,079 

COST APPLIED (6Q873) 187,363 (1,575,202) (727,235) (3,007,211) (599,989) (Q 100,138) (2,413,917) (87Q549) (5,531,395) (5,273,364) (7,204,331) (33,242,842) 

TOTAL DISBURSEMENTS 15,591,786 4Q358,813 34,252,415 48,795,354 35,41 Q710 32,354,059 3Ql21,917 32,795,446 47,429,222 39,762, 173 45,720,422 66144,897 474,743,215 

INTERFUND LOANS/REPAYMENTS (4,623,571) (2,366221) 468,555 (2,474,450) (1,183,018) 4,44Q664 (820,797) (QO'l-9,360) 4,732,447 3,582,870 (1,140,263) 5,427,145 

INTRAFUND BORROWING <1l 

TRAN PROCEEDS 48,500,COO ¾SOQOOO 

TRAN REPAYMENT FUND (2QCOOCOO) ( 2QOCO COO) (8 500(00) (48.500COO) 

ENDING CASH BALANCE $ 68 864107 $ 46785, 786 $ 48 035 lll $ 24802449 $ 7 597084 $ 50579 756 $ 39 541 180 $ ;>7597002 & 502 ;>34 $ 3fi573,26'l- $ ?fil87707 $ 37194253 $ 37194253 

Ill See "FINANCIAL INFORMATION -I ntrafund Borro.ving and Cashflo.v" and "Alternative Liquidity" herein. 
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Ad Valorem Property Taxes 

Taxes are levied for each fiscal year on taxable real and personal property which is situated in the County 
as of the preceding January 1. For assessment and collection purposes, property is classified either as 
"secured' or" unsecured," and is listed accordingly on separate parts of the assessment roll. The "secured 
rol I" is that part of the assessment rol I containing State assessed property and real property having a tax 
lien which is sufficient, in the opinion of the assessor, to secure payment of the taxes. Other property is 
assessed on the " unsecured rol I ." 

Property taxes on the secured roll are due in two installments, on Ncwerrber 1 and February 1 of the fiscal 
year. If unpaid, such taxes become delinquent on Decerrber 10 and April 10, respectively, and a 1036 
penalty attaches to any delinquent payment in addition to a $20 cost on the second installment. OnJ uly 1 
of each fiscal year any property which is delinquent will become defaulted. Such property may thereafter 
be redeemed b,I payment of the delinquent taxes and the delinquency penalty, plus a redemption penalty of 
11/2% per month to the time of redemption, together with any other charges permitted b,l law. If taxes are 
unpaid for a period of five years or more, the property is suqject to sale b,I the County Tax Collector. 

Property taxes on the unsecured roll become delinquent, if unpaid on August 31. A 1036 penalty attaches 
to delinquent taxes on property on the unsecured roll, and an additional penalty of 11/2% per month begins 
to accrue on Ncwerrber 1 of the fiscal year. The County has four ways of collecting delinquent unsecured 
personal property taxes: (1) a civi I action against the taxpayer; (2) fi Ii ng a certificate in the office of the 
County Clerk specifying certain facts in ordertoobtain a judgment lien on certain property of the taxpayer; 
( 3) fi Ii ng a certificate of deli nquency for record i n the County Recorder's Office, i n order to obtain a I i en 
on certain property of the taxpayer; and ( 4) seizure and sale of personal property, i mprcwements or 
possessory interests bel ongi ng or assessed to the assessee. 

The Teeter Plan 

The County has adopted an alternate procedure authorized in Chapter 3, Part 8, Division 1 of the Revenue 
and Taxation Code of the State of California (comprising Sections 4701 through 4717, inclusive) commonly 
referred to as the "Teeter Plan," for distribution of certain property tax levies on the secured roll. 

Pursuanttothe Teeter Plan, the County adopted Resolution 541--93 on October 5, 1993 adopting the Teeter 
Plan. Generally, the Teeter Plan pro.tides for a tax distribution procedure b,I which secured roll taxes are 
distributed to taxing agencies within the County included in the Teeter Plan on the basis of the tax levy, 
rather than on the basis of actual tax collections. The County then receives all future delinquent tax 
payments, penalties and interest, and a complex tax redemption distribution system for all participating 
taxing agencies is avoided. All taxing agencies within the County are participating in the Teeter Plan. The 
County anti ci pates property taxes to be apportioned within Fi seal Year 2016/17 duri ng December, A pri I and 
June, with the balance of the levy to be apportioned on or beforeJ une 30, 2017. The historical and estimated 
current year and total delinquency rates (including prior years' tax roll delinquencies outstanding) in the 
County are as fol I o,vs: 
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Current Year's Total 
Fiscal Year Deli nguencv Rate Deli nguencv Rate 

2009/10 3.0% 5.31% 
2010/11 2.4 3.98 
2011 /12 1.9 3.92 
2012/13 1.5 3.77 
2013/14 1.2 2.94 
2014/15 1.2 2.86 
2015/16 1.1 2.33 
2016/17 1.1 2.30 (Estimate) 
2017/18 1.1 2.30 (Proposed) 

The delinquency rates representthe current year delinquencies (see "TABLE NO. 16'' belo.v) together with 
past years' delinquencies that continue to accrue interest unti I paid. The County bases budget estimates for 
penalties and interest on unpaid taxes on these delinquency rates. 

In addition, pursuantto the Teeter Pl an, the County is required to establish a tax losses reserve fund to ccwer 
losses which may occur in the amount of tax liens as a result of special sales of tax-defaulted property (i.e., 
if the sale price of the property is less than the amount o.ved). The appropriate amount in the fund is 
deterni ned by one of two methods: ( 1) an amount not I ess than 1 % of the total amount of taxes and 
assessments levied on the secured roll for a particular year for entities participating in the Teeter Plan, or 
(2) an amount not less than 25% of the total delinquent secured taxes and assessments calculated as of the 
end of the fiscal year for entities participating in the Teeter Plan. The County's tax losses reserve fund is 
fully funded in accordance with the County's most current election (on October 29, 2013) to be gcwerned 
by the second alternative at $2,759,241 as of June 30, 2016. Accordingly, any additional penalties and 
interest that otherwise would be credited to the tax losses reserve fund are available to be credited to the 
County's General Fund. 

Taxable Property and Assessed Valuation 

Set forth in the tables belo.v are assessed valuation for secured and unsecured property and tax levies and 
collections within the County. Article XIIIA of the California Constitution prescribes the method for 
deterni ni ng the ful I cash value of real property and the rnaxi rnurn ad val orern tax on real property. The ful I 
cash value, once established, is suqject to annual acjjustment to reflect inflation at a rate not to exceed 2% 
or a reduction in the California Consumer Price Index. There may also be declines in valuations if the 
California Consumer Price Index is negative. 

Proposition 8 pro.tides for the assessment of real property at the lesser of its originally determined (base 
year) full cash value compounded annually by the inflation factor, or its full cash value as of the lien date, 
taking i nto account reductions i n val ue due to damage, destruction, obsolescence or other factors causing a 
decline in market value. Reductions based on Proposition 8do not establish new base year values, and the 
property may be reassessed as of the fol Io.vi ng I i en date up to the I o.ver of the then-current fair market 
value or the factored base year value. The County s;m Proposition 8 reducti ans in property values between 
Fiscal Years 2008/09 and 2012/13. Such reduction are reflected in the assessed values sho.vn belo.v in 
Table No. 14. See "RISK FACTORS -Constitutional Limitation on Taxes and Appropriations -Article 
XI I IA" and" -Proposition 8Acjjustments" herein. 
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(1) 

Fiscal Year 

2011/12 

2012/13 

2013/14 

2014/15 

2015/16 

2016/17 

TABLE NO. 14 
COUNTY OF SANTACRUZ 

GROSS ASSESSED VALUE OF ALL TAXABLE PROPERTY 
(INCORPORATED CITIES AND UNINCORPORATED COUNTY AREAS) 

Secured 111 Unsecured Total 

$32,332,270,918 $767,714,452 $33,099,985,370 

32,033,769,082 767,064,323 32,800,833,405 

33,301,783,628 764,939,349 34,066,722,978 

35,662,018,950 823,368,900 36,485,387,850 

37,958,881,477 873,141,038 38,832,022,515 

39,916,762,241 876,809,414 40,793,571,655 

I ncl udi ng homeo.vners' exerrption values. 

Source: County of Santa CruzAuditor-Controller-Treasurer-Tax Collector. 

Change 

(0.9)% 

3.9 

7.1 

6.4 

5.1 

Proposition 8Aclj ustments. There are approximately 100,CXXltaxable secured parcels and 11,CXXltaxable 
unsecured parcels in the County. U ncler Proposition 8 (see" RISK FACTORS -Constitutional Limitation on 
Taxes and Appropriations -Prop:isition 8Acjjustments,") since the great recession, the County Assessor 
reduced the assessed value of properties throughout the County from the maxi mum amount that coul cl be 
assessed on such property under Proposition 13 (see" RISK FACTORS -Constitutional Linitation on Taxes 
and Appropriations -ArticleX I I IA as folio.vs: 

Fiscal Year 

2010/11 

2011 /12 

2012/13 

2013/14 

2014/15 

2015/16 

2016/17 

No. of Parcels 

18,253 

21,CXXl (approximate) 

26,271 

23,808 

12,489 

9,651 

7,663 
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Largest Taxpayers. The largesttaxpayers in the County for the 2015/16 Fiscal Year are shewn belcw. 

Taxpayers 

Pacific Gas & Electric Corrpany 

Santa Cruz Seaside Corrpany 

Watsonvi I le Hospital 

Pacific Bell Telephone Co. 

Bei-5cottCorrpany, LLC 

SC Beach Hotel Partners 

Cypress Point Real Estate Investors 

Paradise Park Masonic Club Inc. 

S. Martinelli & C orrpany 

Lockheed Martin 

TABLE NO. 15 
COUNTY OF SANTACRUZ 

LARGEST TAX PAYE RS 

Ty~e ofB usiness 

Gas& Electric Utility 

Anusement Park 

Hospital 

Telephone Utility 

Property Management 

Hotel Operator 

Real Estate 

Housing Da,elopment 

B a,erage Producer 

Aerospace Corrpany 

2015/16 % ofTotal 

Assessed Assessed Valuation 

Valuation 2015/16 

$260,292,585 0.7!6 
95,937,503 0.3 

60,672,139 0.2 

49,711,430 0.1 

45,711,076 0.1 

45,222,872 0.1 

45,097,348 0.1 

36,885,594 0.1 

36,594,749 0.1 

35,566,458 0.1 

$711,691,754 2.0!6 

Source: County of Santa CruzCornprehensiveAnnual Financial Report Fiscal Year endedJ une 30, 2016. 

Tax Collections. The County reports tax collection data on a County-wide basis for secured taxes only as 
setforthinTableNo.16. 

TABLE NO. 16 
COUNTY OF SANTACRUZ 

SECURED TAX LEVI ES AND COLLECTIONS 111 
(in thousands) 

Fiscal Total Collections within the Fiscal Year Collections 

Year Secured Tax of the Levy in Total 

Ended Levy for Percentage Subsequent Tax Percentage 

I une 30 Fiscal Year Amount of Lay Years Collections of Lay 

2012 $395,546 $388,135 98.1% $1,040 $389,175 984)6 

2013 399,146 393,223 98.5 2,025 395,248 99.0 

2014 418,414 413,276 98.8 2,120 415,486 99.3 

2015 443,002 437,476 98.8 2,695 440,171 988 

2016 470,552 465,411 98.9 465,411 989 

111 Secured tax levy for the County, school districts, cities and special districts in the County under the supervision 
of independent go;erning boards. 

Source: County of SantaCruzCornprehensiveAnnual Financial Report 
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Redevelopment Agencies. The California Rede.telopment Law (Part 1 of Division 24 of the Health & 
Safety Code of the State) authorized the rede.telopment agency of any city or county to receive an al I ocation 
of tax revenues resulting from increases in assessed values of properties within designated rede.telopment 
prqj ect areas ( the " incremental value'') occurring afterthe year the prqj ect area was formed. I n effect, I ocal 
taxing authorities, such as the County, realized tax revenues only on the assessed value of such property at 
the time the redevelopment prqject was created for the duration of such redevelopment prqject, except to 
the extent a redevelopment agency made payments by agreement or in some cases, pursuant to a statutory 
formula. There have been numerous rede.telopment prqjects formed in the County. Table No. 17 sets forth 
total County assessed valuations and redevelopment prqject incremental values for all rede.telopment 
prqj ects County-wide. 

TABLE NO. 17 
COUNTY OF SANTACRUZ 

TOTAL AND NET PROPERTY TAX VALUATIONS 

Total Redevelopment 
Fiscal Assessed Agency Net 
Year Valuation Incremental Value Value 

2012/13 $32,800,833,405 $6,167,042,576 $26,633,790,829 
2013/14 34,066,722,978 6,416,711,625 27,650,011,353 
2014/15 36,485,387,850 6,784,225,646 29,701, 162,204 
2015/16 38,832,022,515 7,374,079,739 31,457,942,776 
2016/17 40,793,571,655 7,897,697,832 32,895,873,823 

Source: County of Santa CruzAuditor-Controller-Treasurer-Tax Collector. 

The State Legislature apprcwed a bill, AB X 1 26, during the 2011 /12 State budget process. AB X 1 26 
eliminated rede.telopment agencies State-wide. On December 29, 2011, the California Supreme Court 
issued its opinion and upheld ABX 1 26. As a result of the decision, all California redevelopment agencies, 
including the County's Rede.telopmentAgency and other rede.telopment agencies formed by cities within 
the County, were dissolved as of February 1, 2012. Certain tax revenues allocable to the County's former 
Redevelopment Agency will continue to be available to the County, as successor agency to the County's 
RedevelopmentAgency, to pay certain obligations of the former Rede.telopmentAgency, and any residual 
amounts available after payment of obligations is redirected to other taxing agencies, such as the County, 
school districts, and cities. This is also true for the former redevelopment agencies formed by cities within 
the County. Any General Fund impact resulting from AB Xl 26 (and subsequent Legislation AB 1484) 
were incorporated into the County's budget beginning in 2012/13. As a result of redevelopment dissolution, 
the fol Io.vi ng one-ti me revenues and residual property taxes have been received or are budgeted to receive 
by the County. 

Fiscal Year 
2011 /12 
2012/13 
2013/14 
2014/15 
2015/16 
2016 /17 ( E sti mate) 

One-Time 
$ 74,000 
448,000 

Residual 
$ 184,000 

481,000 
761,000 

1,146,000 
1,549,000 
1,611,000 

The County has included $1,675,462 of residual property tax in the 2017/18 budget. The County's 
Successor Agency has certain property that it expects to sell during Fiscal Year 2017 /18. If such sale occurs, 
the County will receive a portion of the proceeds. 
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Other Local Taxes 

In addition to advaloremtaxes on real property, the County receives the follo.ving local taxes: 

Transient Occupancy Taxes. The County levies a transient occupancy tax on hotel and motel bills. In 
Ncwerrber 2012, voters apprcwed an increase in this tax from 9.5% to 11%. 

Property Transfer Taxes. A docurrentary stamp tax is assessed for recordation of real property transfers. 

Sales and Use Taxes. Sales tax is collected and distributed b,I the State Board of Equalization. Each local 
jurisdiction receives an amount equal to 1% of taxable sales within their jurisdiction. 

On March 2, 2004, voters apprcwed a bond initiative formally kno.vn as the"California Econonic Reccwery 
Act." This act authorized the issuance of $15 billion in bonds to finance the 2002;03 and 2003;04 State 
budget deficits, which would be payable from a fund to be established b,I the redirection of tax revenues 
through the Triple Flip as described more fully belo.v. 

Under the "Triple Flip," one-quarter of local gcwernrrents' 1% share of the sales tax imposed on taxable 
transactions within their jurisdiction will be redirected to the State. In an effort to elininate the ad.terse 
impact of the sales tax revenue redirection on local gcwernrrent, the legislation pro.tides for property taxes 
in the ERAF to be redirected to local gcwernrrent. Because the ERAF moneys were previously earmarked 
for schools, the legislation pro.tides for schools to receive other state general fund revenues. The swap of 
sales taxes for property taxes terminated once the deficit financing bonds were repaid during 2015/16. The 
County treated the Triple Flip property tax revenue as sales tax in its financial staterrents. 

Cannabis Business Tax. In Ncwember 2014, voters apprcwed a tax of up to 1036 on the gross sales of 
rredical marijuana businesses in the unincorporated County. The initial year tax was established at 7%, and 
collection began in Decerrber 2014. In Ncwember 2016, voters apprcwed expanding the tax to apply to all 
cannabi s--rel ated businesses. 

Property Tax In-lieu of Motor Vehicle License Fee. The payrrents of property tax in-lieu of Motor 
Vehicle license fees ("VLF") are a State backfill from property tax revenues for a portion of the VLF fees 
col I ected state.vi de. 
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TABLE NO. 18 
COUNTY OF SANTACRUZ 

TAX REVENUES BY SOURCE 

Proposed 
Estimated Budget 

2013/14 2014/15 2015/16 2016/17 2017/18 
Transient Occupancy Tax $ 5,513,983 $ 6,482,217 $ 7,083,724 $ 7,714,832 $ 8,100,574 
Property Transfer Tax 1,906,116 2,242,933 2,266,471 2,255,054 2,367,806 
Cannabis Business Tax 978,009 2,504,043 2,437,041 2,558,893 
OtherTaxes 72,117 76,789 82,685 59,603 59,603 
Sales Tax 9,839,967 10,247,085 10,070,557 12,154,242 11,149,000 
Property Tax In Lieu -VLF 25,017,262 26,793,487 28,516,308 29,959,002 31,154,637 
Regular Property Taxes 111121 50,608,888 52,866,506 57,042,755 59,314,608 62 547178 
Total Tax Ra,enues $92 958 333 $99687026 $107 566 543 $113 894382 $117 937 691 

111 Does not reflect amounts paid o, the State in-lieu of sales tax. Property taxes paid in lieu of sales tax under the 
"Triple Flip'' are included intheSalesTaxfigures. 

121 Due to reda,elopment dissolution (see "Taxable Property and Assessed Valuation -Reda,elopmentAgencies'' 
abo,,e), the County received certain one-ti me ra,enues, as wel I some ongoing residual property tax, both included 
in Regular Property Taxes alxNe. 

Source: CountyofSantaCruz 

State and Federal Funds 

A significant source of the County's revenues comes from State and federal funds. Payment of State funds 
depends on the adoption b,I the State of its budget, including the appropriations therein pro.,riding for local 
assistance. These revenues are sho.vn in the accompanying financial statements as "intergo.,rernmental 
revenues" (see" RISK FACTORS -State Budget" herein). The follONingtable sets forth the State and federal 
funds received b,I the County: 

Source 

State Funds: 

VLF In Lieu Taxes 

Proposition 172 

A II Other State Funds 

Total 

Federal Funds 

Total All G o/tAgencies 

TABLE NO. 19 
COUNTY OF SANTACRUZ 

STATE AND FEDERAL FUNDS 

2013/14 2014/15 2015/16 

$ 6,222,320 $ 6,332,401 $ 4,884,287 

15,725,161 17,408,947 17,347,814 

112,739,696 132,892,723 134,682, 171 

$134,687,177 $156,634,071 $156,914,272 

$ 66,892,316 $ 63,099,261 $ 63,740,129 

$201 579493 $219 733 332 $220654401 

Source: County of Santa C ruzA nnual B udget 
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Proposed 
Estimated Budget 

2016/17 2017/18 

$ 4,993,214 $ 4,981,276 

18,029,896 18,531,580 

146 741 787 138,904,242 

$169,764,897 $162,417,098 

$ 69,975,227 $ 65,424,293 

$239740124 $227 841 391 



The significant categ:iries of state aid include additional taxes in-lieu of VLF for a portion of fees realigned 
to the Health Services Agency, Prop:isition 172 (sales tax dedicated to public safety uses) and 
reirrburserrent for program; such as Aid to Families with Dependent Children, In-Horne Supportive 
Services, Medi-Cal, food stamps, Short;Doyle medical and rrental health services, AB 109 realignrrent, 
andAB 118food program;. The significant categ:iries of federal aid include various health program;, foster 
care program;, Aid to Families with Dependent Children, adoption assistance program, food stamps and 
chi Id welfare program;. 

Other Revenue Sources 

Licenses and Permits. These revenues consist primarily of building construction pernit fees and franchise 
fees. The County levies franchise fees on its cable television, trash collection and utility franchises. 

Fines, Forfeitures and Penalties. These revenues include parking citations, municipal court fines, asset 
seizure proceeds and other fines for municipal code violations. 

Use of Money and Property. These revenues consist primarily of investrrent earnings and 
rental/concession i ncorne. 

Charges for Services. The County charges recording fees, oooki ng fees, court fi I i ng fees, fees for di spat ch 
services and al arm response, pl an checki ng, bui I di ng inspection and other muni ci pal services. 

I ntrafund Borrcwing and Cashflow 

To the extent necessary, the County has used i ntrafund borrewi ng to ccwer cash needs at certain ti rres during 
the year. "I ntrafund borrewing'' is borrewing for General Fund purposes against the County's ewn funds 
held in trust pending al I ocation. "I nterfund borrewi ng'' is borrewi ng from the funds of other gcwernrrental 
entities whose funds are held in the County Treasury. Should the County find it necessary to resort to 
interfund borrewing, then such borrewing, pursuant to the California Constitution, shall be repaid from 
revenues before any other obligation of the County is paid from such revenues. The County has used 
intrafund borrewing during some fiscal years but did not need to use intrafund borrewing during 2016/17 
and does not expect to use intrafund borrewing during Fiscal Year 2017/18. In general, the County's 
i ntrafund borrewi ng assists with funding I oans the County pro.ti des during the yearto other gcwernrrental 
agencies, such as fire districts. This allews such agencies to avoid issuing their ewn tax and revenue 
anticipation notes. Such loans to other gcwernrrental agencies are generally required to be repaid to the 
County from property taxes received in April of such fiscal year. At June 30, 2016, the County had 
approximately $34.1 million of its ewn funds held in trust for health services, available for the purpose of 
short-term intrafund borrewing (shewn as ad.tance from grantors and third parties on the General Fund 
balance sheet). 

Alternative Liquidity 

The County also has alternative liquidity sources that are available for short-term borrewing. As shewn in 
Table No. 20, these funds include Internal Service Funds established for Information Services, Public 
Works, Employee Benefits, Dental;Health Self Insurance, Property Insurance, Public Works Heavy 
Equiprrent Insurance, Risk Managerrent, State U nemployrrent Insurance and Workers' Compensation Self 
Insurance, as well as the County's Landfill Post-Closure Fund and Mental HealthTrust Fund. In the event 
that there are i nsuffi ci ent recei pts to make any requi red deposit in the R epayrrent Account, the i nternal 
service funds can be accessed i mrredi ately with out B oard apprcwal. The B uena Vista L andfi 11 Post CI osure 
Fund and Mental Health Trust Fund require Board apprcwal to use the moneys therein. 
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TABLE NO. 20 
COUNTY OF SANTACRUZ 

SCHEDULE OF ALTERNATIVE LIQUIDITY 

The actual balance of the sources as of June 30, 2016 and the prqjected balance of these sources as of 
June 30, 2017, andJ une 30, 2018 is set forth bel ON. 

Actual Estimated Estimated 
Fund I une 30, 2016 I une 30, 2017111 I une 30, 2018 111 

Information Services $ 2,650,569 $ 2,000,000 $ 2,000,000 

Public Works 761,709 1,300,000 1,300,000 

Vehicle Service Center 1,426,965 1,400,000 1,150,000 

Central Duplicating 307,799 250,000 250,000 

E mpl 0yee B enefits -Staffing 1,318,858 600,000 600,000 

Dental ,Health Self Insurance 1,143,503 1,000,000 1,000,000 

Liabi I ity & Property Insurance 11,612,774 10,000,000 10,000,000 

DPW Heavy Equipment Insurance 356,878 350,000 350,000 

Risk Management& Self Insurance 703,018 750,000 750,000 

State U nempl0yment Insurance 549,758 500,000 500,000 

Workers' Compensation Self Insurance 12,913,933 12,000,000 12,000,000 

Subtotal Internal Service Funds 121 $33,745,764 $30,150,000 $29,900,000 

Mental HealthTrustFund 131 849122 2,500,000 1,000,000 

Alternative Liquidity Excluding Buena 
Vista Landfill Post-Closure Fund $34,594,885 $32,650,000 $30,900,000 

Buena Vista Landfill Post-Closure 141 6,231,289 6,200,000 6,200,000 

Total Alternative Liquidity $40,826, 174 $38,850,000 $37,100,000 

111 June 30, 2017, balances are estim1ted at the April 30, 2017, actual balances, rounded and adjusted for activities 
expected to occur before year end. These amounts are also adjusted for activities expected to during 2017 /18 to 
deterrri ne the esti m1ted balances for June 30, 2018. 

121 Internal Service Funds-Available to be transferred to the General Fund and does not need to be repaid. The 
m1jority of Internal Service Fund users are General Fund Departments. 

131 Mental Health Trust Fund-Available to be transferred to the General Fund and does not need to be repaid. The 
purpose of the fund is to (1) prCNide a cushion to rritigate risk associated with mental health managed care 
programs, (2) prCNide an audit reserve for disallo.ved mental health costs, and (3) hold possible future repayment 
of grant funds. 

141 Buena Vista Landfill Post Closure Fund-Available for the General Fund to borro.v, but must be repaid within 
the same fiscal year. For Fiscal Year 2016/17, these amounts would be available attheJ une 29, 2017 m1turity of 
the 2016-2017Tax and Ra,enueAnticipation Notes, and were also be available to meet the set-asides inJ anuary, 
April and May 2017. For Fiscal Year 2017 /18, these amounts would be available to meet the set-asides for the 
Notes as well as be available at theJ une 28, 2018 m1turity of the Notes. 

Source: County of Santa CruzAuditor-Controller-Treasurer-Tax Collector. 
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Short-Term Obligations 

In each of the last five years, the County has issued tax and revenue anticipation notes. The notes for Fiscal 
Year 2016/17 are due onJ une 29, 2017, and the County has made the required set-asides for such notes as 
of May 31, 2017. All other notes have been repaid on their respective maturity dates. 

Long-Term Obligations 

General Obligation Debt. As of the date hereof, the County has no long-term general obligation bonded 
indebtedness outstanding and has never defaulted on any of its bonded indebtedness previously issued. The 
County has no authorized but unissued general obligation debt. 

L ease O bl i gati ons. The County has made use of various I ease arrangements with joint p:wers authorities 
to finance capital prqjects and purchase equipment through the issuance of certificates of participation and 
lease revenue bonds. Upon expiration of these leases, title to the prqjects or equipment vests in the County. 
There are currently nine outstanding certificates of participation and lease revenue bonds aggregating $69 
nil lion in principal amount. All issues are fixed rate obligations. The County also leases other assets under 
both operating and capital I eases. 

The County anticipates the issuance of additional debt during Fiscal Year 2017 /18. Such debt is expected 
to include $8.4 ni 11 ion i n CI ean Renewable E nergy B ands secured by I ease payments to be made by the 
General Fund, funded with energy cost savings. Lease payments on such obligations are not anticipated 
to be payable during 2017 /18. 

TABLE NO.21 
SUM MARY OF LONG-AND INTERMEDIATE-TERM OBLIGATIONS 

(in millions) 

Principal to be Estimated 

Original Outstanding 2017/18 Final 

Issue as of 6[!0LJ7 Payments Maturi!\:' 

1996 Certificates of Participation $24.855 12.830 1.696 2026 

2008 Certificates of Participation 4.625 1.955 0.462 2023 

2011 Certificates of Participation 5.605 4.995 0.389 2036 

2012 Use Payments 1.885 1.576 0.135 2034 

2014 Refunding Certificates of Participation 6.285 5.500 0.499 2031 

2014 Lease Revenue Bonds 111 11.810 11.005 0.866 2034 

2015 Taxable Lease Ra,enue Refunding Bonds, Series A 121 13.770 10.915 1.753 2025 

2015 Lease Revenue Bonds, Series B 131 9.945 9.530 0.593 2035 

2016 Refunding Certificates of Participation 10.500 10.500 1.155 2036 

CERC Loan 0.173 0.058 0.017 2018 

89.453 68864 7.565 

Capital Leases 10.113 7.720 1.173 2027 

TOTAL LONG-AND I NT ERM EDIATE-TERM 
OBLIGATIONS $99.566 $76.584 $8.738 

111 Approxim1tely 57% of annual debt service is reimbursed 0y CSA 9C. 

121 Approxim1tely $800,000 of the annual debt service is reimbursed 0y the Santa Cruz County Flood Control and 
Water Conservation District and the Pajaro Storm Maintenance District. 

131 Approxim1tely $65,000 of annual debt service is reimbursed 0y County Service Area 11. 
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Contingent Liability. The County is a participant in the Monterey Bay Comnunity Po.verjoint p::wers 
authority ("MBCP"). MBCP is a regional prqject armng 19 local gcwernrrent agencies in Santa Cruz, 
Monterey and San Benito counties that aim, to pro.tide electricity to residents and businesses through the 
Community Choice Energy (CCE) model enabled b,I State in 2002. The MBCPwas forrred in early 2017 
and is expected to start serving customers in Spring 2018. MB CP obtained a loan commitrrent from a bank 
to pro.tide upto $3 million in start-up costs. The bank will require the three counties that are a party to the 
joint p::wers authority to each guaranty repayrrent of sorre or all of the $3 million if MBCP is unable to 
repay the loan from operating net income. The County's share of the guaranty could be as much as $1.5 
nil lion. The County expects to apprcwe the guaranty duringJ une 2017, with the loan to MBCP funded 
during August 2017. The MBCP loan bears interest at a variable rate and the balance driM'n at the end of 
12 rmnths converts to a fixed rate with a repayrrent term of 5 years. 

Retirement Program 

This caption contains certain i nforrrati on relating to the California Public Employees Reti rerrent System 
(" Cal PERS"). The inforrration is prirrarily derived from inforrration produced b,I Cal PERS, its 
independent accountants and its actuaries. The County has not independently verified the inforrration 
pro.tided b,I Cal PERS and rrakes no representations nor expresses any opinion as to the accuracy of the 
inforrration pro.tided b,I Cal PERS. 

The comprehensive annual financial reports of Cal PE RS are avai I able on its I nternet website at 
\\MM/.cal pers.ca.qcw. The Cal PE RS website al so contains Cal PE RS' most recent actuarial valuation reports 
and other i nforrrati on concerning benefits and other rratters. The textual reference to such Internet website 
is pro.tided for convenience only. None of the inforrration on such Internet website is incorporated b,I 
reference herein. The County cannot guarantee the accuracy of such i nforrrati on. Actuarial assessrrents 
are " forward-looking'' staterrents that reflect the j udgrrent of the fiduciaries of the pension pl ans, and are 
based upon a variety of assumptions, one or more ofwiich rray not rrateriali:ie or be changed in the future. 

Plan Description. The County pro.tides retirerrent benefits, disability benefits, periodic cost-of-living 
acjjustrrents, and death benefits to plan rrembers and beneficiaries (the "Plans''). The Plans are part of 
Cal PERS, an agent multiple-employer plan administered b,I Cal PERS, which acts as acomrmn investrrent 
and adninistrative agent for participating public employers within the State. Benefit prcwisions are 
established b,I State statute and b,I County contracts with employee bargaining groups. The Plans as 
described herein ccwers three separate employee groups - Mi scel I aneous, Safety and Safety Sheri ff. 

California Public Employees' Pension Reform Act of 2013. On September 12, 2012, the Gcwernor 
signed into liM' the California Public Employees' Pension ReformAct of 2013 ("PEPRA"), which rrade 
changes to Cal PERS Plans, most substantially affecting new employees hired on or after January 1, 2013 
(the" I mplerrentation Date''). For non-safety Cal PERS participants hired on or after the I mplerrentation 
Date, PE PRA changed the normal reti rerrent age b,I increasing the el i gi bi I ity for the ZYo age factor from 
age 55 to 62 and increased the eligibility requirerrent for the maximum age factor of 2.5% to age 67. 

PEPRA also: (i) requires all new participants enrolled in CalPERS after the lmplerrentation Date to 
contribute at least 5036 of the total annual normal cost of their pension benefit each year as determined b,I 
an actuary to a maxi mum of 836 of salary, (ii) requires Cal PE RS to determine the final compensation armunt 
for employees based upon the highest annual compensation earnable averaged ewer a consecutive 36--rronth 
period as the basis for cal cul ati ng reti rerrent benefits for new participants enrol I ed afterthe I mpl errentati on 
Date, and (iii) caps "pensionable compensation" for new participants enrolled after the lmplerrentation 
Date at 10036 of the federal Social Security contribution and benefit base for rrembers participating in 
Social Security or 12036 for rrembers not participating in social security, while excluding previously 
allo.ved form, of compensation under the formula such as payrrents for unused vacation, annual leave, 
personal leave, sick leave, or compensatory tirre off. 
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Benefit Tiers. In 2012 the County established two tiers of benefits for errployees in each of the employee 
plans (Miscellaneous, Safety and Safety Sheriff), based on date of hire ('Tier 1" and 'Tier 2"). Benefits 
were reduced for Tier 2 errployees in the Safety and Safety Sheriff's Plans hired on or after June 9, 2012. 
Benefits were reduced for errployees in the Tier 2 Miscellaneous Plan hired on or after December 17, 2012. 

Due to PEPRA, the County added a benefit tier in each employee group for employees suqject to PEPRA 
(" PE PRA Tier 3"). Ultimately, PE PRA is expected to reduce the County's long-term pension obligation as 
existing employees retire and new employees are hired to replace them. 

The Plans' prcwisions and benefits in effect atJ une 30, 2015, are summarized as fol lo.vs: 

Miscellaneous Plan 
Tier 1 Tier 2 PEPRA Tier 3 

Benefit Formula 'ZYc at55 'ZYc at 60 'ZYc at62 
Benefit Vesti ng Schedule 5years 5years 5years 
Earliest Retirement Age 50 50 52 
Maxi mum B enefi t Factor 2.41836 at 63 2.41836 at 63 2.5% at 67 
Final Corrpensation 12 months 36months 36 months 
Required Employee Contribution Rates 7% 7.0% 6.25% 
2016 E rrployer Contribution Rates 17.3% 17.3% 17.3% 

Safety Plan 
Tier 1 Tier 2 PEPRA Tier 3 

Benefit Formula 'ZYc at 50 'ZYc at 50 2.7% at 57 
Benefit Vesti ng Schedule 5Years 5Years 5Years 
Earliest RetirementAge 50 50 50 
M axi mum B enefi t Factor 2.7%@ 55 2.7%@ 55 2.7%@ 57 
Final Corrpensation 12 Months 36 Months 36 Months 
Required Employee Contribution Rates 9.0% 9.0% 10.0% 
2016 Errployer Contribution Rates 21.5% 21.5% 21.5% 

Safety Sheriff Plan 
Tier 1 Tier 2 PEPRA Tier 3 

Benefit Formula 3% at 50 3% at 55 2.7% at 57 
Benefit Vesti ng Schedule 5Years 5Years 5Years 
Earliest RetirementAge 50 50 50 
M axi mum B enefi t Factor 3%@ 55 3%@ 55 2.7%@ 57 
Final Corrpensation 12 Months 36 Months 36 Months 
Required Employee Contribution Rates 9.0% 9.0% 12.0% 
2016 Errployer Contribution Rates 35.6% 35.6% 35.6% 

Funding Policy. Active members in the Plans are required to contribute a percent of their annual ccwered 
salary as sho.vn in the charts abcwe. In Fiscal Year 2015/16, the County paid 3.5% of the required employee 
contribution on the behalf of Tier 1 and Tier 2 Miscellaneous Plan employees in the General Representation 
employee bargaining group. Those errployees make up approximately 5836 of the workforce. All other 
employees pay their o.vn errployee contributions to.vards retirement. The County phased out its 
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contri buti on of the employees' share for the Ti er 1 and Ti er 2 General Representation employee bargaining 
group for Fiscal Year 2016/17, with offsetting salary acjjustments. 

For PEPRA Tier 3 active plan members in the Miscellaneous and Safety plans, the State statute requires a 
contribution of 6.25% and 11%, respectively of annual ccwered salary. Havever, as a result of labor 
negotiations PE PRA Tier 3 Mi scel I aneous members contribute 7% of annual ccwered salary up to $117,200. 
If 7% is greater than one half the normal cost of the employees' retirement plan, any difference between 
7% and one half the normal cost shall be considered an employee" pick up'' of the employer contribution. 
The employee contribution shall not fall belav 7% even if one half of the normal cost of their retirement 
plan decreases. Also as a result of labor negotiations, Sheriff Safety members in the PEPRA Tier 3 
contribute 12% of annual ccwered salary. 

Actuarial Methcds and Assumptions Used to Determine Total Pension Liability. The total pension 
liablities in theJ une 30, 2014 actuarial valuations, rolled forwardtoJ une 30, 2015, using standard update 
procedures, were determined usi ng the fol I avi ng actuarial assumpti ans: 

Valuation Date 
Measurement Date 
Actuarial Cost M ethcd 
Actuarial Assumptions: 

Discount Rate 
Inflation 
Payrol I G ro.vth 
Prqjected Salary Increase 
Investment Rate of Return 
Mortality 
Post Retirement Benefit I ncrease 

J une 30, 2014 
J une 30, 201 5 

Entry-Age Normal Cost Methcd 

7.65% 
2.75% 
3.0% 

Varies 111 

7.65% 121 

(3) 

Contract cost of I ivi ng acjj ustment up 
to 2.75% unti I Purchasing Paver 
ProtectionAllavance Floor on 

Purchasing Paver applies, 2. 75% 
thereafter 

111 Depending on age, service and type of errpl0yment. 

121 Net of pension plan irNestment expenses, including inflation. 

131 The mortality table used was da,eloped based on CalPERS' specific data. The table includes 20 
years of mortality irrprCNernents using Society of Actuaries Scale BB. For more details on this 
table, please refertotheCalPERS 2014 Experience Study. 

All other actuarial assumptions used in theJ une 30, 2014 valuation were based on the results of aJ anuary 
2014 actuarial experience study (" Experience Study") for the pericd 1997 to 2011. Further detai Is of the 
Experience Study can be found on the Cal PERS website under" Forms and Publications." 

Recent Changes in Actuarial Assumptions. On March 14, 2012, the Cal PERS Board apprcwed a change 
in the i nfl ati on assumption used in the actuarial assumpti ans used to deterni ne employer contribution rates. 
This reduced the assumed investment return from 7.75% to 7.50%, reduced the long-term payroll gro.vth 
assumption from 3.25% to 3.0%, and acjjusted the inflation component of individual salary scales from 
3.25% to a merit scale varying b,I duration of employment, an assumed annual inflation component of 
2.75% and an annual prcduction gro.vth of 0.25%. 
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On April 17, 2013, the CalPERS Board of Administration appr0.ted a plan: (i) to replace the current 15-
year asset-smoothing policy with a 5-year direct-fate smoothing process; and (ii) to replace the current 30-
year rolling amortization of unfunded liabilities with a 30-year fixed amortization period. Cal PERS' Chief 
Actuary has stated that the revised approach pr0.tides a single measure of funded status and unfunded 
liabilities, less rate volatility in extreme years, a faster path to full funding and more transparency to 
employers such as the County about future contribution rates. These changes are expected to accelerate the 
repayment of unfunded liabilities (including CalPERS' Fiscal Year 2009 market losses) of the County's 
plans in the nearterm; the exact magnitude of the potential contribution rate increases is not knewn at this 
time, but may be significant. These changes are reflected beginning with the June 30, 2014 actuarial 
val uati on affecting contri buti on rates for Fi seal Year 2016 and thereafter. 

On February 19, 2014, the Cal PE RS Board appr0.ted changes to actuarial assumptions and methods based 
upon a recently completed experience study. These changes include: m0.ting from using smoothing of the 
market value of assets to obtain the actuarial value of assets to direct smoothing of employer contribution 
rates; increased life expectancy; changes to retirement ages (earlier for some groups and later for others); 
lewer rates of disability retirement; and other changes. 

On December 21, 2016, the Cal PERS Board of Administration appr0.ted an incremental lewering of the 
discount rate from 7.5% to 7.0% ewer the next three Fiscal Years. For Fiscal Years 2017 /18, 2018/19 and 
2019;20, the Board of Administration appr0.ted discount rates of 7.375%, 7.25% and 7.0%, respectively. 
While the full impact of the discount rate changes on the County is not yet clear, Cal PERS expects such 
changes to increase average employer rates b,I approximately 1% to 3% of normal cost as a percent of 
payroll for most miscellaneous retirement plans and b,I approximately 2% to 5% for most safety plans. 
Cal PERS also expects the discount rate changes to result in increased unfunded accrued liability payments 
for employers, and estimates that many employers will see such payments increase b,13036 to40%. 

Contribution Rates. The contribution requirements of Plan members and the County are established b,I 
Cal PERS and labor negotiations. 

The County's percentage of payroll for Cal PERS payments for Fiscal Years 2010/11 through 2016/17 are 
shewn in Table No. 16. These rates do not include the employees' contribution rates. They include both 
the employer's normal cost and an unfunded actuarial liability. 

TABLE NO. 22 
EMPLOYER RETIREMENTCONTRIBUTION RATES 

Fiscal Year Miscellaneous Safety Sheriff Safetv 
2008;09 12.197% 14.201% 25.642% 
2009/10 12.051 13.784 25.823 
2010/11 12.150 13.989 25.145 
2011 /12 13.776 17.046 28.749 
2012/13 14.253 17.381 29.153 
2013/14 15.099 19.094 30.534 
2014/15 16.084 20.292 34.020 
2015/16 17.338 21.526 35.587 
2016/17 18.742 25.627 38.177 

Source: California Public Ernpl0yees' Retirement System 

Cal PERS modified the calculation of the contribution rates beginning in Fiscal Year 2017 /18. They new 
represent only the employer's normal cost as a percentage of payroll, and include a dollar amount for the 
amortization of the unfunded actuarial liability (UAL). Shewn in Table No. 23 are the Cal PERS prqjections 
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of the normal cost and armrtization of the UAL. For corrparison, the normal cost for 2016/17was 8.172% 
of payroll for the Miscellaneous Plan, 14.291% for the Safety Plan and 19.546% for the Sheriff Safety Plan. 

TABLE NO. 23 
PROJECTED EMPLOYER RETIREMENT CONTRIBUTIONS 

M iscellaneous Safety Plan Sheriff Safety Plan 

Normal Amortize Normal Amortize Normal Amortize 
Fiscal Year Cost UAL Cost UAL Cost UAL 

2017/18 7.974% $17,989,274 13.964% $2,455,361 19.051% $3,243,326 

2018/19 8.000 21,599,740 14.000 3,106,139 19.100 3,864,564 

2019/20 8.000 25,410,643 14.000 3,793,756 19.100 4,520,159 

2020/21 8.000 27,666,869 14.000 4,263,897 19.100 4,981,245 

2021 /22 8.000 30,396,973 14.000 4,676,312 19.100 5,371,802 

Projected 0y Cal PERS based on various assurrptions as of August 2016, does not reflect change in the discount rate 
apprCNed in Decerrlier 2016. 

Source: California Public Empl0yees' Retirement System 

Annual Pension Costs. A five-year history of the County's required annual pension costs is shewn in the 
table belcw. The required contribution was determined as part of an annual actuarial valuation. The most 
recent actuarial assurrptions are described under the caption "Actuarial Methods andAssurrptions Used 
toDeternineTotal Pension Liability." 

TABLE NO. 24 
FIVE-YEAR TREND INFORMATION FOR ANNUAL PENSION COSTS 

ALL TIERS COMBINED 

Fiscal Year 
Ending 

6/30/2012 
6/30/2013 
6/30/2014 
6/30/2015 
6/30/2016 

Annual 
Pension 

Cost (APC) 
$33,261,000 
34,366,000 
36,463,000 
36,541,000 
36,542,000 

For Fiscal Years 2016/17 and 2017/18, the errplO{er and emplO{ees' share of CalPERS costs for all 
personnel are shewn bel cw. 

EmplO{er Share 
EmplO{ees' Share 
Total Annual Pension Cost 

Estimated 
2016/17 

$36,542, 164 
13,194,113 

$49,736,276 
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Proposed Budget 
2017/18 

$43,715,906 
15,784,303 

$59,500,209 



Pension Liabilities. The County's net pension liability for the Plans is rreasured as the total pension 
liability, less the pension plan's fiduciary net position. The net pension liability of the Plans is rreasured as 
of June 30, 2015, using the annual actuarial valuation as of June 30, 2014 rolled forward toJ une 30, 2015 
using standard update procedures. The changes in the County's net pension liability for the Plans between 
J une 30, 2014 and 2015 was as fol I ows: 

TABLE NO. 25 
NET PENSION LIABILITY BY PLAN 

Balance atJ une 30, 2014 
Changes in the Year: 
Service Cost 
Interest on the Total Pension Liability 
Changes in Benefit Terms 
Changes in Assurrpti ons 
Differences BetweenActual and Expected 

Experience 
Plan to Plan Resource Mcwerrent 
Contribution-Errployer 
Contribution-Errployee 
Net I nvestrrent I ncorne 
Benefit Payrrents, Including Refunds of 

Employee Contributions 
Administrative Expenses 
Net Changes 
Balance atJ une 30, 2015 

(Continued on following page) 
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Total 
Pension 
Liability 

$970,794,558 

18,761,847 
71,962,162 

(16,868,274) 

(13,201,310) 

(44,263,142) 

16,391,283 
$987,185,841 

Miscellaneous Plan 
Increase (Decrease) 

Net 
Pension 

Plan 
Fiduciary 

Net Position 
$748,692,527 

L iability&Asset) 

(29,360) 
20,788,368 
9,264,211 

16,986,820 

(44,263, 142) 
(855,524) 

1,891,373 
$750,583,900 

$222,102,031 

18,761,847 
71,962,162 

(16,868,274) 

(13,201,310) 
29,360 

(20,788,368) 
(9,264,211) 

(16,986,820) 

855 524 
14,499,910 

$236,601,941 



Safety Plan 
Increase (Decrease) 

Total Plan Net 
Pension Fiduciary Pension 
Liability Net Position Li abi I itv lAsset) 

Balance atJ une 30, 2014 $151,516,539 $117,011,036 $34,505,503 
Changes in the Year: 
Service Cost 3,634,483 3,634,483 
lnterestontheTotal Pension Liability 10,356,153 10,356,153 
Changes in Benefit Terms 
Changes inAssurrptions (2,711,954) (2,711,954) 
Differences BetweenActual and Expected 

Experience 2,154,731 2,154,731 
Plan to Plan Resource Mcwerrent 
Contribution-Errployer 4,503,776 (4,503,776) 
Contribution-Errployee 1,200,032 (1,200,032) 
Net I nvestrrent I ncorre 2,087,758 (2,087,758) 
Benefit Payrrents, Including Refunds of 

Employee Contributions (5,050,435) (5,050,435) 
Administrative Expenses (107,841) 107 841 
Net Changes 8,382,978 2,633,290 5,749,688 
Balance atJ une 30, 2015 $159,899,517 $119,644,326 $40,255,191 

Safety Sheriff Plan 
Increase (Decrease) 

Total Plan Net 
Pension Fiduciary Pension 
Liability Net Position Li abi I itv lAsset) 

Balance atJ une 30, 2014 $134,874,267 $92,01 7,036 $42,857,231 
Changes in the Year: 
Service Cost 3,490,555 3,490,555 
lnterestontheTotal Pension Liability 11,193,336 11,193,336 
Changes in Benefit Terms 
Changes inAssurrptions (2,818,825) (2,818,825) 
Differences BetweenActual and Expected 

Experience (2,577,906) (2,577,906) 
Plan to Plan Resource Mcwerrent 
Contribution-Errployer 3,212,095 (3,212,095) 
Contribution-Errployee 1,434,076 (1,434,076) 
Net I nvestrrent I ncorre 2,674,451 (2,674,451) 
Benefit Payrrents, Including Refunds of 

Employee Contributions (7,060,615) (7,060,615) 
Administrative Expenses (133,531) 133 531 
Net Changes 2,226,545 126 476 2,100,069 
Balance atJ une 30, 2015 $137,100,812 $92,143,512 $44,957,300 
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Sensitivity of the Net Pension Liability to Changes in the Discount Rate. The IC/\1\!ing presents the 
County's net pension liability, calculated using the discount rate of 7.65%, as well as what the County's net 
pension liability would be if it were calculated using a discount rate thatis 1% lo.1\/er (6.65%) or 1% higher 
( 8.65%) than the current rate: 

Miscellaneous Safety Safetv Sheriff 
1% Decrease 
Net Pension Liability $367,498,398 $58,643,368 $70,304,805 

Current Discount Rate 
Net Pension Liability $236,601,941 $40,255,191 $44,957,300 

1% Increase 
Net Pension Liability $133,177,624 $19,393,582 $32,022,910 

See Note 14 of the County's CorrprehensiveAnnual Financial Report included in "APPENDIX A" for 
further information aboutthe Plan. 

Deferred Compensation Plan 

The County offers all of its errployees a deferred compensation plan (the Deferred Compensation Plan) 
created in accordance with Section 457 of the I ntemal Revenue Code. The Deferred Compensation Plan 
pernits employees to defer a portion of their salary until future years. The deferred compensation is not 
avai I able to errployees unti I terni nation, retirement, death, or emergency. Employees direct the investment 
of plan assets into certificates of deposits and various mutual funds. The County has significant 
adni nistrative duties. 

As of June 30, 2016, the Deferred Compensation Plan's assets of $149,160,642 were on deposit with a 
third-party adni ni strator independent of the County. 

Other Post--Empl0yment Benefits 

Plan Description. Employees of the County who retire through CalPERS, their spouse, and eligible 
dependents may receive health plan ccwerage through the Public Errployees' Medical & Hospital Care 
Program Plan(" Plan"). The Plan is a defined benefit plan which pro.tides the retirees a monthly medical 
contribution that is not to exceed the cost of the plan selected. The cost of the Plan to the County for each 
bargaining group will be determined through CalPERS' regulations and requirements. For all bargaining 
units, the County contributions are based on longevity schedules with fixed ck:Jllar scaling that varies b,I 
bargaining unit. The Plan does not issue a financial report. 

Funding Policy. The contribution requirements for the County are established b,I a Mermrandum of 
Understanding as negotiated b,I each group or bargaining unit. The required contribution is based on 
prqjected pay-as-you-go financing requirements. For fiscal year 2015/16, the County contributed 
$5,372,250tothe Plan. The County's estimated contribution is $5,811,000for Fiscal Year 2016/17 and for 
Fi seal Year 2017 /18. 

Annual Other Post-£ mployment Benefits (OPE B) Cost and Net OPE B Obligation/Asset. The 
County's annual Other Post-£rrployment Benefits ("OPEB") cost (expense) is calculated based on the 
annual required contribution ("ARC") of the employer, an amount actuarially determined in accordance 
with the parameters of GASB Statement 45. The ARC represents a level of funding that, if paid on an 
ongoing basis, is prqjected to ccwer the normal annual cost. Any unfunded actuarial liability (or funding 
excess) is amortized ewer a period not to exceed thirty years. The current ARC rate of annual ccwered 
payroll is 13.6%. 
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The follo.ving table sho.vs the components of the County's annual OPEB cost forthe fiscal years 2013/14, 
2014/15 and 2015/16, the amount actually contributed to the plan, and changes in the County's net OPE B 
obi igation: 

TABLE NO. 26 
NET OPEB OBLIGATION 

Annual required contribution 
Interest on net OPE B olbl i gati on 
Arrortization of Net OPEB olbligation 
Annual OPEB cost (expense) 
Contri buti ons made 
Increase in net OPEB obligation 
Net OPEB olbligation -beginning of year 
NetOPEB olbligation-endofyear 

2013/14 
$ 12,884,000 

3,723,042 
(4,599,000) 
12,008,042 
(4,681,209 
7,326,833 

95,416,647 
$102,743,480 

2014/15 
$ 13,897,000 

4,011,392 
(5,344,000) 
12,564,392 
(4,917,343) 
7,647,049 

102,743,480 
$110,390,529 

2015/16 
$ 16,323,000 

4,286,079 
(6,174,000) 
14,435,079 
(6,477,103) 
7,957,976 

110,390,529 
$118,348,505 

The County's annual OPE B cost, the percentage of annual OPE B cost contributed to the plan, and the net 
OPEB olbligation/asset for the fiscal years 2013/14, 2014/15 and 2015/16were as folio.vs: 

Fiscal Year 
2013/14 
2014/15 
2015/16 

Annual 
OPEB Cost 
$12,008,042 

12,564,392 
14,435,079 

TABLE NO. 27 
ANNUAL OPEB COST 

Annual 
Contribution 

$4,681,209 
4,917,343 
6,477,103 

% of Annual OPE B 
Cost Contributed 

39.0% 
39.1 
44.9 

Net OPEB 
Obligation 
$102,743,480 

110,390,529 
118,348, 505 

Funded Status and Funding Progress. Actuarial valuations of an ongoing plan involve estimates of the 
value of reported amounts and assumptions about the probabi I ity of occurrence of events far into the future. 
Examples i ncl ude assumptions about future employment, rrortal ity, and the healthcare cost trend. A mounts 
deternined regarding the funded status of the plan and the annual required contributions of the employer 
are suqject to continual revision as actual results are compared with past expectations and mw estimates 
are made albout the future. The schedule of funding progress presents information about whether the 
actuarial value of pl an assets is i ncreasi ng or decreasi ng 0.terti me relative to the actuarial accrued Ii abi I iti es 
for the benefits. 
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TABLE NO. 28 
OPEB FUNDING PROGRESS 

Unfunded 
Entry Age Actuarial UAAL as 
Actuarial Actuarial Accrued Annual a% of 

Valuation Accrued Value of Liability Funded Ccwered C0.tered 
Date L iabilitv Assets (UAAL) Ratio Payroll Payroll 

1 /1 ;2009 $181,575,000 $ - $181,575,000 0.0% $161,577,000 112.4% 
1 /1 ;2012 127,836,000 127,836,000 0.0 154,788,000 82.6 
1 /1 ;2014 145,013,000 145,013,000 0.0 153,879,000 94.2 
1 /1 ;2016 167,095,000 167,095,000 0.0 167,418,000 99.8 

Actuarial Met hods and Assumptions. Prqjections of benefits for financial reporting purposes are based 
on the substantive plan (the plan as understood b,I the employer and the plan members) and include the 
types of benefits pro.tided at the time of each valuation and the historical pattern of sharing of benefit costs 
between the empl O{er and pl an members to that point. The actuarial methods and assurrpti ons used i ncl ude 
techniques that are designed to reduce the effects of short-term volatility in actuarial accrued liabilities and 
the actuarial value of assets, consistent with the long-term perspective of the calculations. Actuarial 
assumptions involve estimates and assumptions that extend far into the future. These assumptions are 
suqject to future revisions as new facts become kno.vn. 

The actuarial assumptions include a 4.0% investment rate of return which is based on the expected return 
on funds invested in County investments, and an annual healthcare cost trend of actual premiums initially 
and reduced to an ultimate rate of 5% thereafter. The actuarial assumption for inflation was 3%, and the 
aggregate payroll increases were 3.25%. The Unfunded Actuarial Accrued Liability is being amortized as 
a le.tel percentage of prqjected payroll on a closed basis. The remaining amortization as of June 30, 2016 
was 24 years. 

See Note 15 in the County's ComprehensiveAnnual Financial Report included in "APPENDIX A" for further 
information about the Plan. 

Employee Relations and Collective Bargaining 

County emplO(ees are represented b,I ten bargaining units. The largest unit is the Service EmplO{ees 
International Union (Local 521), which represents approximately 7036 of all County emplO{ees. Most 
County emplO(ees are c0.tered b,I negotiated agreements. 

Bargaining Unit 
Middle Management 
DistrictAttorney Association 
Sheriff's Correctional Officers 
Law Enforcement Middle Management 
Law Enforcement 
Sheriff Supervisory 
General Representation U nit (SE I U) 
DistrictAttorney Inspectors 
Physicians' Representation Unit 
Probation Association 
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Expiration Date 
September 16, 2017 
J une 30, 2017 
N0.tember 30, 2018 
J une 30, 2020 
J une 30, 2020 
J une 30, 2020 
September 18, 2020 
J une 30, 2017 
September 11, 2020 
December 31, 2020 



Self--l nsurance Program 

The County is self-insured for its general and auto liability, workers' compensation, medical malpractice 
and empl O{ees' dental ccwerage. Excess ccwerage is purchased through the California State Association of 
Counties Excess I nsuranceAuthority ("CSAC-EIA"). Each self-insurance program is described belo.v. 

Workers' Compensation. UndertheWorkers' Compensation Self-Insurance Program the County is liable 
for the first $500,000 and carries catastrophic insurance ccwerage for any amount required b,I statute. At 
June 30, 2016, this program had estimated future liabilities of $33 nil lion. 

Dental. The County's self-insurance dental program had estimated future liability for dental benefits of 
$406, 1 20 as of J une 30, 2016. 

Liability and Property. The County has a $1,000,000 self-insured retention with excess insurance for the 
general liability program. The County purchases comrrercial property insurance through CSAC-EIA. At 
June 30, 2016, the County had estimated future liabilities totaling $5.6 nil lion which included estimates 
for kno.vn claims and losses incurred but not reported. 

U nemplO(ment Insurance. The estimated future liabilities atJ une 30, 2016were $62,008. 

Claims Liabilities. The change in the balance of claims liabilities during the fiscal years endedJ une 30, 
2016, and two prior years for all Self-Insurance Internal Service Funds combined is as folio.vs: 

2014 2015 2016 

U npaid claims and claim adjustment expenses, 

beginning of the fiscal year $46,752,428 $46,984,023 $38,986,910 

Incurred claims and claim adjustment expenses 10,611,609 10,618,009 12,049,811 

Decrease in prCNision of insured a,ents for prior years (8,028,909) 

Claim payments (10,380,014) (10,586,213) (12,032,553) 

U npaid claims and claim adjustment expenses, 

end of the fi seal year $46,984,023 $38,986,910 $39,004, 128 

Source: County of SantaCruzComprehensiveAnnual Financial Reports. 

Self-Insurance Funds. The County has established separate self-insurance funds. Summary financial 
information for the self-insurance funds is sho.vn in Table No. 29. The County's Worker's Compensation 
Self-Insurance Fund accounts for the negative fund balance sho.vn in Table No. 29. Ho.ve.ter, of the 
$33 million of estimated future liabilities in the Worker's Compensation Self-Insurance Fund, the County 
expects that almost half of such claims, if required to be paid, will be charged to the applicable State or 
federal gcwernment program, because the claims rel ate to empl O{ees whose programs are funded b,I the 
State or federal gcwernment. As of June 30, 2016, the Self-Insurance funds held a total of $28.5 million in 
cash. 
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TABLE NO. 29 
COUNTY OF SANTACRUZ 
SELF-INSURANCE FUNDS 

2012/13 2013/14 2014/15 2015/16 
Operating Ra,enues: 

Charges for Services $ 17,489,284 $ 16,067,879 $ 15,592,846 $ 17,497,653 

Other Ra,enues 32 750 593 1 606 30600 

Total Operating Revenues 17,522,034 16,068,472 15,594,452 17,528,253 

Operating Expenses: 

Salaries and Empl0yee Benefits 1,151,897 1,074,992 1,209,413 1,203,584 

Services and Supplies 3,823,391 3,261,835 3,643,500 4,219,196 

I nsurance and Compensation Claims 13,378,635 10,380,014 10,586,213 9,729,599 

PrCNision for Prior Year Insured Event (8,028,909) 

Total Operating Expenses 18,353,923 14,716,841 7,410,217 15,152,379 

Operating Income (Loss) (831,889) 1,351,631 8,184,235 2,373,874 

Non-Operating Ra,enues: 

Interest and Investment Income (8,494) 173,484 117,716 161,348 

Net Income (840,383) 1,525,115 8,301,951 2,5,35,222 

NetAssets- Beginning (23,232,605) (24,072,988) (22,547,873) (15,724,340) 

Prior Period Adjustment (1,478,418) 

NetAssets- Ending $(24,072,988) $(22,547,873) $(15,724,340) $( 13, 189, 118) 

Source: County of SantaCruzComprehensiveAnnual Financial Reports. 

County Treasurer's Investment Pool 

As of March 31, 2017, the market value of the County Treasurer's investment p:lOI was $834,720,965. The 
diversification of the County Treasurer's investment pool's assets as of such date is shewn in the follcwing 
table. 

TABLE NO. 30 
COUNTY OF SANTACRUZ 

TREASURER'S PORTFOLIO 

Type of Investment 

U.S. GcwernmentAgencies 

% of Combined Pool 

32.836 

U .S. Treasuries 

Supranati anal s 

Medium-Term Notes 

Negotiable CDs 

Local Agency Investment Fund 

Money Mark et M utual Funds 

Checking 
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37.4 

4.8 

5.7 

12.0 

3.0 

0.6 
3.7 

100.0% 



The weighted average maturity of all County Treasurer's investment p:lOI moneys was 392 days. The 
current yield of the County Treasurer's investment pool at March 31, 2017 was 1.05% and the 
apportionment rate was 0.907%. 

In general, all depositors in the County Treasurer's investment pool are required b,I law to deposit their 
funds in the County Treasurer's investment pool. This includes the County, school districts and other 
special districts in the County. 

Financial Statements 

The County's accounti ng policies conform to general ly accepted accounting pri nci pl es and reporting 
standards set forth b,I the State Control I er. The audited financial statements also conform to the pri nci pies 
and standards for publ i c fi nanci al reporti ng established b,I the Nati anal Counci I of G cwernment A ccounti ng 
and the Gcwernmental Accounting Standards Board. 

Basis of Accounting and Financial Statement Presentation. The gcwernment-wide financial statements 
are reported using the accrual basis of accounting. Revenues are recorded when earned and expenses are 
recorded when a liability is incurred, regardless of the timing of related cash flo.vs. Property taxes are 
recognized as revenues in the year for which they are levied. Grants and similar items are recognized as 
revenue as soon as all eligibility requirements imposed b,I the prcwider have been met. 

Gcwernmental fund financial statements are reported using the modified accrual basis of accounting. 
Revenues are recognized as soon as they are l:x:Jth measurable and available. Revenues are considered to 
be available when they are collectible within the current period or soon enough thereafterto pay liabilities 
of the current period. Expenditures generally are recorded when a liability is incurred, as under accrual 
accounting. Ho.vever, debt service expenditures are recorded only when payment is due. 

The County retained the firm of Bro.vnArmstrong Certified Public Accountants, Bakersfield, California, 
to examine the general purpose financial statements of the County as of and for the year ended J une 30, 
2016. See" INTRODUCTION -Professional Services." The follo.vingtables summarize the Balance Sheet 
and Statement of Revenues, Expenditures and Changes in Fund Balance of the County's General Fund for 
the last four fiscal years. The County received a Certificate of Achievement for Excellence in Financial 
Reporting forthe Fiscal Year endedJ une 30, 2016. 

GASB Statement No. 54. GASB Statement No. 54, Fund Balance Reporting and Gcwernmental Fund 
Type Definition, establishes fund balance classifications that comprise a hierarchy based primarily on the 
extent to which a gcwernment is bound to observe constraints imposed upon the use of the resources 
reported in gcwernmental funds. 

The initial distinction that is made in reporting fund balance information is identifying amounts that are 
considered nonspendable, which are amounts that cannot be spent because they are either (a) not spendable 
in form or (b) legally or contractually required to be maintained intact. GASB Statement No. 54 also 
pro.ti des for addi ti anal cl assi fi cation as " restricted," " committed," "assigned," and " unassigned" based on 
the relative strength of the constraints that control ho.v specific amounts can be spent. 

Restricted -Restricted fund balance includes amounts with constraints placed on their use that are either 
(a) externally imposed b,I creditors, grantors, contributors, or laws or regulations of other gcwernments or 
(b) imprcwed b,l law through constitutional prcwisions or enabling legislation. The County currently has 
only a rrinor amount of" Restricted' fund balance. 

Committed - Committed fund balance includes amounts that can only be used for a specific purpose 
deterrrined b,I formal action of the Board of Supervisors and that remain binding unless remcwed in the 
same manner. The establ i shment of a "committed' fund balance requi res (in accordance with the County's 
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Fund Balance Policy) the passage of a resolution by asirrple majority vote beforeJ une 30ofthe applicable 
fi seal year. 

The Board of Supervisors established a separate committed fund balance account kncwn as the Reserve for 
Working Capital. Funding of the ReserveforWorkingCapital is established by resolution during the annual 
budget process. The purpose of the reserve is to assistthe County in maintaining a ninimal fund balance. 
In accordance with the County's Fund Balance Policy, any use of funds requires a four-fifths vote of the 
Board of Supervisors appropriati ngthe funds and a resolution of the Board of Supervisors declaring a Fiscal 
Emergency. 

The Board of Supervisors has also established a separate Committed fund balance account kncwn as the 
Reserve for Economic Uncertainty. Funding of the Reserve for Economic Uncertainty is established by 
resolution during the annual budget process. The reserve is to be used only during recessions or periods of 
economic distress as measured by periods of time when the local unerrployment rate exceeds 836 and;br 
the rate of inflation exceeds the grcwth in property taxes. In accordance with the County's Fund Balance 
Policy, any use of funds requires a four-fifths vote of the Board of Supervisors appropriating the funds. 

The Board of Supervisors has also established a separate Committed fund balance account kncwn as the 
Reserve for Natural Disasters. Funding of the Reserve for Natural Disasters is established by resolution 
during the annual budget process. The purpose of the reserve is to fund extraordinary operating costs, I egal 
costs and cashflcw associated with delays in State and federal reimbursements for any natural disaster. In 
accordance with the County's Fund Balance Pol icy, any use of funds requires a four-fifths vote of the Board 
of Supervisors appropri ati ng the funds. 

As of June 30, 2016, the County has Committed fund balances as fol lo.vs: 

Committed to: 
Natural Disasters 
Working Capital 
E cononi c U ncertai nty 
Total Committed fund balance 

$ 1,251,089 
6,000,000 

10,000,000 
$17,251,089 

Assigned-Assigned fund balance includes amounts that are constrained by the County's intentto be used 
for specific purposes. In accordance with the County's Fund Balance Policy, the Board of Supervisors has 
the authority to assign funds for a specific purpose, or change or remcwe an assignment, with a simple 
majority vote. 

The County Adninistrative Officer also has the authority to assign funds for specific purposes, and to 
change or remcwe the assignment, which action is to be reported to the Board of Supervisors at their next 
meeting. An appropriation of existing fund balance to eliminate a prqjected budgetary deficit in the 
subsequent year's budget may be classified asAssigned fund balance. 

The County Administrative Officer has established and the Board of Supervisors has apprcwed 
establishment of Assigned fund balance for federally qualified health program The amount assigned is for 
revenue already recognized in the General Fund but assigned to (1) pro.tide a cushion to mitigate risk 
associated with mental health managed care programs, (2) pro.tide an audit reserve for disallcwed mental 
health costs under State or federal programs, and (3) hold for possible future repayment of grant funds. 
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As of June 30, 2016, the County has" assigned' fund balances as fol lo.vs: 

Assigned to: 
Federally qualified health program 
Structural deficit 
EI i mi nate prqj ected budgetary deficit 

in subsequent year's budget 
Liabilities 
Human services 
Salary Savings 
Total Assigned fund balance 

$14,229,750 
6,632,662 

8,149,727 
1,500,000 

460,000 
2,794,959 

$33,767,098 

The estimated 2016/17 Committed and Assigned ending fund balance is $42,868,460, or 9.0% of 2016/17 
budgetary revenues. 

The 2017 /18 Budget anticipates a total Committed and Assigned fund balance of $43,083,116 or 9.1 % of 
2017 /18 budgetary revenues. 

GASB Statement No. 68. Reporting obligations under Gcwernmental Accounting Standards Board 
Statement No. 68-Accounting and Financial Reporting for Pensions -an amendment of GASB Statement 
No. 27 ("GASB No. 68''), and GASB Statement No. 71 - Pension Transitions for Contributions Made 
Subsequent to the Measurement Date-an amendment of GASB No. 68, commenced with financial 
statements for Fiscal Year 2014/15. Under GASB No. 68, an errplO(er reports the net pension liability, 
pension expense and deferred outfi o.vs/def erred i nfl o.vs of related to pensions i n its fi nanci al statements as 
part of its financial position. The result of the implementation of these standards was to decrease the net 
position atJ uly 1, 2014 sho.vn on the County's Gcwernment-wide Financial Statements by $339 nil lion, 
which consists of net pension liability, deferred outfio.vs of resources, deferred inflo.vs of resources, and 
pension expense. The audited financial statements of the County for the Fiscal Year endedJ une 30, 2016 
included in "APPENDIX A" contain additional information about the retirement liability and the application 
of GASB No. 68. 
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TABLE NO. 31 

COUNTY OF SANTACRUZ 
GENERAL FUND 
BALANCE SHEET 

AsofJ une 30 

2013 2014 2015 2016 

Assets 

Cash and I nvestments $115,202,052 $113,643,756 $128,374,124 $113,047,344 

Receivable~ Net 26,171,957 31,336,409 25,033,754 32,290,501 

Due from Other Funds 18,384 398,728 1,825,695 1,415,354 

Due from Other Governments 38,250 

Loans Receivable 128,000 128,000 

Depo~ts with Others 90,000 90,000 90,000 90,000 

Inventory 27,616 27,616 16,531 

Prepaids 1,343,166 428,354 747,540 443,863 

Land Held for Resale l 689 135 

Total Assets $144,542,310 $145,924,863 $15§,215,644 $147,453,312 

Liabilities 

Payables $ 15,289,636 $ 15, 798,8 ll $ 16,647,807 $ 20,095,627 

Tax and Revenue Anticipation Notes Payable 50,997,222 50,997,222 50,498,611 41,500,000 

Advances from Grantors and Third Parties Ill 37,68§,530 3§,4 l :l,948 3§,864,345 34,121,666 

Total Liabilities $ l 03, 973, 388 $105,209, 98 l $106,010,763 $ 95,717,293 

Fund Balances 121 

Non spendable $ 3,543,674 $ 872,268 $ l, 135,435 $ 751,039 

Restricted 2,000 2,000 

Corrrritted 16,166,595 21,627,133 15,541,090 17,251,089 

Assigned 20,856,653 18,213,481 33,599,812 33,767,098 

Unas~gned (71,456) (33,20Zl 

Total Fund Balance $ 40,568,922 $ 4Q, 714,882 $ 5Q,204,88l $ 51,736,019 

Total Liabilities and Fund Balances $144,542,310 $145,924,863 $15§,215,644 $147,453,312 

111 In years prior to 2014, these liabilities were sho.vn as "Unearned Revenue'' in the County's Corrprehensive 
Annual Financial Reports. 

121 See "GASB Statement No. 54" alxNe. 

Source: County of SantaCruzCorrprehensiveAnnual Financial Reports. 
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TABLE NO. 32 

COUNTY OF SANTACRUZ 
GENERAL FUND 

STATEMENT OF REVENUES, EXPENDITURES AND CHANG ES IN FUND BALANCE 

For the year endedJ une 30 

2013 2014 2015 2016 

Revenues: 

Taxes $ 88,390, 337 $ 92,958,333 $ 99,687,028 $107,566,543 

Licenses and Permits 9,819,321 9,848,179 11,050,811 11,875,855 

Fines, Forfeits and Penalties 4,418,159 4,751,384 4,713,148 3,617,246 

Use of Money and Property 1,079,143 2,891,836 2,005,411 3,620,166 

Aid from Other G<Nernments 208,953,957 218,825,254 232,578,980 234,772,832 

Charges for Services 43,279,759 46, 183,054 50,326,472 57,591,811 

Other 3,554,348 :l,358,987 :l,962,344 :l,001,431 

Total Revenues $359,495,024 $378,817,027 $404, 324, 194 $422,045,884 

Expenditures: 

Current: 

General Governrrent $ 27,919,587 $ 28,536,007 $ 30,999,229 $ 29,664,592 

Public Protection 113,965,861 117,970,260 124,019,686 133, 115,694 

Public Ways and Facilities 219,847 217,613 193,935 239,884 

Health and Sanitation 107,549,603 108,080,235 lll,482,429 117,006, 779 

Public Assistance l 01,042, 337 109,586,455 117,130,460 124,984,705 

Education 115,398 114,039 113,540 123,569 

Recreation and Cultural Services 5,663,542 6,071,566 6,082,284 7,188,886 

Interest and Fi seal Charges 182 978 178,727 162 213 (17,225) 

Total Expenditures $356,659, 153 $37Q, 754,902 $39Q, 18:l,776 $412,306,884 

Excess of Revenues Over 

(Under) Expenditures $ 2,835,871 $ 8,062,125 $ 14, l4Q,4 l8 $ 9,739,000 

Other Financing Sources (Uses): 

Inception of Capital Lease $ 35,766 $ 424,824 $ 92,808 $ 69,685 

Capital Contributions 232,624 

Operating Transfers In 2,073,089 2,423,227 3,987,479 4,025,238 

Operating Transfers Out (6,777,255) (lQ,764,216) (8. 73Q, 706) (12,302,78',) 

Total Other Financing Sources (Uses) $ (4,435,776) $ (7,916,165) $ (4,650,419) $ (8,207,862) 

Net Change in Fund Balances $ (l, 599,905) $ 145 960 $ 9,489,999 $ 1,531,138 

Fund Balance-Beginning $ 42,168,827 $ 4Q,568,922 $ 4Q, 714,882 $ 5Q,204,88l 

Fund Balance-Ending $ 40,568, 922 $ 4Q, 714,882 $ 5Q,204,88l $ 51,736,019 

Source: County of SantaCruzCorrprehensiveAnnual Financial Reports. 
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RISK FACTORS 
The purchase of the Notes involves investment risk. lfa risk factor materiali:zes to a sufficient degree, it 
could delay or prevent payment of principal of and/or interest on the Notes. Such risk factors include, but 
are not linited to, the follOMng matters. 

County's Note Payments and Other Payments 

The Notes, in accordance with the Act, are general obligations of the County payable from the taxes, 
income, revenue, cash receipts and other rmneys of the County attributable to Fiscal Year 2017/18 and 
legally available for payment thereof. Pursuant to the Act, the principal of and interest on the Notes may 
not exceed 85 percent of the estimated armunt of the then uncol I ected taxes, i ncome, revenue, cash recei pts 
and other rmneys which will be available forthe payment of such principal and interest. 

Constitutional Limitations on Taxes and Appropriations 

State Initiative Measures Generally. Underthe California Constitution, the pcwerof initiative is reserved 
to the voters for the purpose of enacti ng statutes and consti tuti anal amendments. Voters have exercised this 
pcwer through the adoption of Proposition 13 ("Article XI I IA") and similar measures, the most recent of 
which were appr0.ted as Propositions 22 and 26 in the general election held on Ncwember 2, 2010. 

Any such initiative may affect the collection of fees, taxes and other types of revenue b,I local agencies 
such as the County. Suqject to cwerriding federal constitutional principles, such collection may be 
materially and ad.tersely affected b,I voter--apprcwed initiatives, possibly to the extent of creating cashflcw 
problems in the payment of outstanding obligations such as the Notes. 

Article XI I IA. Article XI I IA of the California Constitution Ii nits the taxing pcwers of California public 
agencies. Article XI I IA pr0.tides that the maximum ad valorem tax on real property cannot exceed 1% of 
the "full cash value'' of the property, and effectively prohibits the levying of any other advalorem property 
tax except for taxes abOJe that level required to pay debt service on voter--appr0.ted general obligation 
bonds. "Full cash value'' is defined as "the County assessor's valuation of real property as shewn on the 
1975/76 tax bill under 'full cash value' or, thereafter, the appraised value of real property when purchased, 
mwly constructed, or a change in cwnershi p has occurred after the 1975 assessment." The" ful I cash value" 
is suqject to annual acjjustment to reflect inflation at a rate not to exceed 2% or a reduction in the consumer 
price index or cornparabl e I ocal data. Article X 111 A has subsequently been amended to perni t reduction of 
the "full cash value" base in the event of declining property values caused b,I substantial damage, 
destruction or other factors, and to pr0.tide thattherewould be no increase in the "full cash value" base in 
the event of reconstruction of property damaged or destrO{ed in a disaster and in other special 
circumstances. There may al so be declines in valuations if the California Consumer Price Index is negative. 

The foregoing limitation does not apply to advalorem taxes or special assessments to pay the interest and 
prepayment charges on any indebtedness appr0.ted b,I the voters before J uly 1, 1978 or any bonded 
indebtedness for the acquisition or impr0.tement of real property appr0.ted b,I two-thirds of votes cast b,I 
the voters voting on the proposition. 

In the general election held N0.tember 4, 1986, voters of the State of California apprcwed two measures, 
Propositions 58 and 60, which further amend the terms" purchase'' and" change of cwnershi p," for purposes 
of determining full cash value of property under Article XI I IA, to not include the purchase or transfer of 
(1) real property between spouses, and (2) the principal residence and the first $1,000,000of other property 
between parents and children. Proposition 60 amends Article XIIIA to pernit the Legislature to allcw 
persons 0.ter age 55 who sell their residence and buy or build another of equal or lesser value within two 
years in the same city, totransferthe old residence's assessed value to the new residence. In the March 26, 
1996 general election, voters apprcwed Proposition 193, which extends the parents-children exception to 
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the reappraisal of assessed val ue. Proposition 193 amended Article X 111 A so that grandparents may transfer 
to their grandchildren whose parents are deceased, their principal residences, and the first $1,000,000 of 
other property without a reappraisal of assessed value. 

Because the Revenue and Taxation Code does not distinguish between p:isitive and negative changes in the 
California Consumer Price Index used for purp:ises of the inflation factor, there was a decrease of 0.237% 
in 2009/10- applied to the 2010/11 tax roll - reflecting the actual change in the California Consumer Price 
Index, as reported b,I the State Department of Finance. For each fiscal year sinceArticleX I I IA has become 
effective (the 1978/79 Fiscal Year), the annual increase for inflation has been at least ZYo except in lOfiscal 
years (including forthe future Fiscal Year 2016/17) as shewn belcw: 

Tax Roll Percenta~ Tax Roll Percentage 
1981 /82 1.000% 2010/11 (0.237)% 
1995;96 1.190 2011 /12 0.753 
1996;97 1.110 2014/15 0.454 
1998;99 1.853 2015/16 1.998 
2004;05 1.867 2016/17 1.525 

Proposition 8Adj ustments. Prop:isition 8, apprcwed in 1978, pro.tides for the assessment of real property 
at the lesser of its originally deterni ned (base year) ful I cash value compounded annually b,I the inflation 
factor, or its full cash value as of the lien date, taking into account reductions in value due to damage, 
destruction, obsolescence or other factors causing a decline in market value. Reductions based on 
Proposition 8do not establish new base year values, and the property may be reassessed as of the follcwing 
lien date up to the I ewer of the then-current fair market value or the factored base year value. The State 
Board of Equalization has apprcwed this reassessment formula and such formula has been used b,I county 
assessors statewide. The County has seen Prop:isition 8 reductions from the maxi mum amount that could 
be assessed on property since 2009. See "FINANCIAL INFORMATION -Taxable Property and Assessed 
Valuation" herein. 

Article X 111 B. On Ncwember 6, 1979, California voters apprcwed Proposition 4, or the Gann Initiative, 
which addedArticleX 111 B to the California Constitution. ArticleX 111 B Ii nits the annual appropriations of 
the State and any city, county, city and county, school district, authority or other political subdivision of the 
State. The" base year" for establishing such appropriations Ii nit is the 1978/79 Fiscal Year, and the Ii nit 
is to be acjj usted annually to reflect changes in population, consumer prices and certain increases in the cost 
of services pro.tided b,I public agencies. 

A ppropri ati ons suqj ect to Article X 111 B include general ly the proceeds of taxes I evi ed b,I or for the entity 
and the proceeds of certain State sul:wentions, refunds of taxes, benefit payments from retirement, 
unerrplO{ment insurance and disability insurance funds. "Proceeds of taxes" include, but are not linited 
to, all tax revenues, certain State sul:wentions, and the proceeds to an entity of gcwernment, from (1) 
regulatory I icenses, user charges and user fees, to the extent that such charges and fees exceed the costs 
reasonably borne in pro.tiding the regulation, product or service, and (2) the investment of tax revenues. 
ArticleX 111 B includes a requirement that if an entity's revenues in any year exceed the amounts permitted 
to be spent, the excess would have to be returned b,I revising tax rates or fee schedules within the next two 
subsequent fiscal years. 

In theJ une 1990election, the voters apprcwed Proposition 111 amending the method of calculation of State 
and local appropriations limits. Proposition 111 made several changes to Article X 111 B. First, the term 
"change in the cost of living" was redefined as the change in the California per capita personal income 
(" CPCPI ") for the preceding year. Previously, the I ewer of the CPCPI orthe United States Consumer Price 
Index was used. Second, the appropriations limit for the fiscal year was recomputed b,I acjjusting the 
1986;87 limit b,I the CPCPI for the three subsequent years. Third and lastly, Proposition 111 excluded 
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appropri ati ans for "qual i fi ed capital outl ify for fi seal 1990 /91 as defi ned b,I the I egi sl ature" from proceeds 
of taxes. 

Section 7910 of the Gcwernment Code requires the County to adopt a formal appropriations limit for each 
fiscal year. The County's appropriations Ii nit for 2016/17 is $478,413,281. The County's appropriations 
suqject to the limit for 2016/17 are $117,195,656. 

Proposition 62. Proposition 62 was a statutory initiative adopted in the Ncwember 1986 general election. 
Proposition 62 added Sections 53720to 53730, inclusive, to the CaliforniaGcwernment Code. It confirmed 
the distinction between a general tax and special tax, established b,I the State Supreme Court in 1982 in 
City and County of San Francisco v. Farrel I, b,I defining a general tax as one imposed for general 
gcwernmental purposes and a special tax as one imposed for specific purposes. Proposition 62 further 
pro.tided that no local gcwernment or district may impose (i) a general tax without prior apprcwal of the 
electorate b,I majority vote or (ii) a special tax without such prior apprcwal b,I two-thirds vote. It further 
pro.tided that if any such tax is i mp:ised with out such prior written apprcwal , the amount thereof must be 
withheld from the I evyi ng entity's al I ocati on of annual property taxes for each yearthat the tax is col I ected. 
By its terms, Proposition 62 applies only to general and special taxes imposed on or after August 1, 1985. 
Proposition 62 was generally upheld in Santa Clara County Local Transportation Authorityv. Guardino, a 
California Supreme Court decision filed September 28, 1995. 

Proposition 218. On Ncwember 5, 1996, California voters apprcwed Proposition 218- Voter Apprcwal for 
Local Gcwernment Taxes - Linitation on Fees, Assessments, and Charges - Initiative Constitutional 
Amendment. Proposition 218 added Articles XI I IC and X 111 D to the California Constitution, imp:ising 
certain vote requirements and other limitations on the imposition of ne.v or increased taxes, assessments 
and property,el ated fees and charges. Proposition 218 states that al I taxes i mp:ised b,l local gcwernments 
shall be deemed to be either general taxes or special taxes. Special purpose districts, including school 
districts, have no p::wer to levy general taxes. No local gcwernment mify impose, extend or increase any 
general tax unless and until such tax is subnitted to the electorate and apprcwed b,I a majority vote. No 
local gcwernment mify impose, extend or increase any special tax unless and until such tax is subnitted to 
the electorate and apprcwed b,I a two-thirds vote. 

Proposition 218 also pro.tides that no tax, assessment, fee or charge shall be assessed b,I any agency upon 
any parcel of property or upon any person as an incident of property o.vnership except: (i) the advalorem 
property tax imposed pursuant to Article X 111 and Article XI I IA of the California Constitution, (ii) any 
special tax receiving a two-thirds vote pursuant to Section 4 of Article XI I IA the California Constitution, 
and (iii) assessments, fees, and charges for property related services as pro.tided in Article XIIID. 
Proposition 218 added voter requirements for assessments and fees and charges imp:ised as an incident of 
property o.vnership, otherthan fees and charges for se.ver, water, and refuse collection services. In addition, 
al I assessments and fees and charges imposed as an incident of property o.vnershi p, i ncl udi ng se.ver, water, 
and refuse collection services, are suqjected to various additional procedures, such as hearings and stricter 
and more individualized benefit requirements and findings. The effect of such prcwisions will presumably 
beto increase the difficulty a local agency will have in imposing, increasing or extending such assessments, 
fees and charges. 

Proposition 218 also extended the initiative p::wer to reducing or repealing any local taxes, assessments, 
fees and charges. This extension of the initiative p::wer is not Ii mited to taxes imposed on or after Ncweniber 
6, 1996, the effective date of Proposition 218, and could result in retroactive repeal or reduction in any 
exi sti ng taxes, assessments, fees and charges, suqj ect to cwerri di ng federal consti tuti anal pri nci pl es relating 
to the impairment of contracts. 

Proposition 218 pro.tides that, effective July 1, 1997, fees that are charged "as an incident of property 
o.vnership'' may not "exceed the funds required to pro.tide the property related services'' and may only be 
charged for services that are "immediately avai I able to the o.vner of the property." 
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In N0.tember 2012, voters in the County appr0.ted an increase in the transient occupancy tax rate from 9. 5% 
to 11%. 

I nJ une 2014, voters in the County appr0.ted Measure F, a parcel tax of $8.50on all imprcwed parcels within 
the uni ncorporated area of the County outside of recreation and park districts. 

In N0.tember 2014, voters in the County appr0.ted Measure K, the imp:isition of a tax on the gross sales of 
medical marijuana businesses in the unincorporated County of upto 1036, with 7% being levied in the initial 
year. In N0.tember 2016, voters in the County appr0.ted Measure E, expanding the tax to apply to all 
cannabi s--rel ated businesses. 

In N0.tember 2016, voters in the County appr0.ted Measure D, the imp:isition of a sales and use tax of one-­
half cent, for a period of 30years for transportation related expenditures. Local jurisdictions, such as the 
County, will share in 3036 of the sales tax for local transportation purp:ises, with the remainder allocated 
for regi anal transportation prqj ects. 

The County does not expect the application of Prop:isition 218 will have a material ad.terse impact on its 
abi Ii ty to pay the N ates when due. 

Proposition lA. Prop:isition lA ("Prop:isition lA"), prop:ised b,I the Legislature in connection with the 
2004;05 B udgetAct and apprcwed b,I the voters in N0.tember 2004, restricts State authority to reduce major 
local tax revenues such as the tax shifts pernitted to take place in Fiscal Years 2004;05 and 2005;06. 
Prop:isition lA pr0.tides that the State may not reduce any local sales tax rate, linit existing local 
g0.ternment authority to levy a sales tax rate or change the allocation of local sales tax revenues, suqject to 
certain exceptions. Prop:isition lA generally prohibits the State from shifting to schools or community 
colleges any share of property tax revenues allocated to local g0.ternments for any fiscal year, as set forth 
under the laws in effect as of Ncwember 3, 2004. Any change in the allocation of property tax revenues 
among I ocal g0.ternments within a county must be apprcwed b,I two-thirds of both houses of the Legislature. 

Prop:isition lA pr0.tides, ho.vever, that beginning in Fiscal Year 2008;09, the State may shifttoschools and 
community colleges up to 836 of local g0.ternment property tax revenues, which amount must be repaid, 
with interest, within three years, if the G0.ternor proclaims that the shift is needed due to a severe state 
financial hardship, the shift is appr0.ted b,I two-thirds of both houses and certain other conditions are met. 
Such a shift may not occur more than twice in any lG-year period. The State may also appr0.te voluntary 
exchanges of local sales tax and property tax revenues among I ocal g0.ternments within a county. 

For Fiscal Year 2009/10, 836 of the County's property tax revenues were diverted to the State as a result of 
a Prop:isition lA suspension. The County participated in a Prop:isition lA Securitization Program (the 
"Program') sponsored b,I the California State.vide Communities Development Authority. The Program 
al lo.ved the County to exchange its anticipated State property tax receivabi e for cash. 

Prop:isition lA also pr0.tides that if the State reduces the vehicle license fee rate belo.v 0.65% of vehicle 
val ue, the State must pr0.ti de I ocal g0.ternments with equal replacement revenues. Further, Prop:isiti on 1 A 
requires the State to suspend State mandates affecting cities, counties and special districts, excepting 
mandates relating to emplO{ee rights, schools or community colleges, in any year that the State does not 
fully reimburse local g0.ternments for their costs to comply with such mandates. 

Proposition 22. On N0.tember 2, 2010, voters in the State apprcwed Prop:isition 22. Prop:isition 22, kno.vn 
as the "Local Taxpayer, Public Safety, and Transportation Protection Act of 2010," eliminates or reduces 
the State's authority to (i) temporarily shift property taxes from cities, counties and special districts to 
schools, (ii) use vehicle license fee revenues to reimburse local g0.ternments for State-mandated costs (the 
State will have to use other revenues to reimburse local g0.ternments), (iii) redirect property tax increment 
from redevelopment agencies to any other local g0.ternment, (iv) use State fuel tax revenues to pay debt 
service on State transportation bonds, or (v) borro.v or change the distribution of State fuel tax revenues. 
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Proposition 26. On Ncwerrber 2, 2010, voters in the State also apprcwed Proposition 26. Proposition 26 
amendsArticleX I I IC of the State Constitutiontoexpandthedefinition of"tax'' to include" any levy, charge, 
or exaction of any kind imp:ised by a local gcwernment" except the follcwing: (1) a charge imp:ised for a 
specific benefit conferred or privi I ege granted directly to the payorthat is not pro.tided to those not charged, 
and which does not exceed the reasonable costs to the I ocal gcwernment of conferring the benefit or granting 
the privilege; (2) a charge imp:ised for a specific gcwernment service or product pro.tided directly to the 
payorthat is not prcwidedtothose not charged, and which does not exceed the reasonable costs to the local 
gcwernment of pro.tiding the service or product; (3) a charge imp:ised for the reasonable regulatory costs 
to a local gcwernment for issuing licenses and permits, perforning investigations, inspections, and audits, 
enforcing agricultural marketing orders, and the adni nistrative enforcement and adjudication thereof; ( 4) a 
charge i mp:ised for entrance to or use of I ocal gcwernment property, or the purchase, rental, or I ease of local 
gcwernment property; (5) a fine, penalty, or other monetary charge imp:ised by the judicial branch of 
gcwernment or a local gcwernment, as a result of a violation of law; (6) a charge imp:ised as a condition of 
property development; and (7) assessments and property,elated fees imp:ised in accordance with the 
prcwisions of ArticleX 111 D. Proposition 26 pro.tides that the local gcwernment bears the burden of pro.ting 
by a preponderance of the evidence that a I evy, charge, or other exaction is not a tax, that the amount is no 
more than necessary to ccwer the reasonable costs of the gcwernmental activity, and that the manner in 
which those costs are allocated to a payor bear a fair or reasonable relationship to the payor's burdens on, 
or benefits received from, the gcwernmental activity. The County does not expect the prcwisions of 
Proposition 26 to materially impede its ability to pay the Notes when due. 

Future Initiatives. From time to time other initiative measures could be adopted, affecting the ability of 
the County to increase revenues and appropriations. 

Enforceability of Remedies 

In addition to the limitations on remedies contained in the Resolution, the rights of the cwners of the Notes 
are suqject to the linitations on legal remedies against counties in the State, including a limitation on 
enforcement of judgments against funds needed to serve the public welfare and interest. Additionally, 
enforceability of the rights and remedies of the cwners of the Notes, and the obligations incurred by the 
County, may become suqject to bankruptcy, insolvency, reorganization, moratorium, or si mi I ar I aws relating 
to or affecti ng the enforcement of creditors' rights general ly, new or hereafter i n effect; equitable pri nci pl es 
which may limit the specific enforcement under State law of certain remedies; the exercise by the United 
States of America of the pcwers delegated to it by the Constitution; the reasonable and necessary exercise, 
in certain exceptional situations, of the police pcwers inherent in the scwereignty of the State and its 
gcwernmental bodies in the interest of serving a significant and I egiti mate public purp:ise; and the 
limitations on remedies against counties in the State. Bankruptcy proceedings, or the exercise of pcwers 
by the federal or State gcwernment, if initiated, could suqject the cwners of the Notes to judicial discretion 
and interpretation of their rights in bankruptcy or otherwise, and consequently may entail risks of delay, 
I i ni tati on or modification of thei r rights. 

The Note proceeds and the amounts to be set aside in the Repayment Account are expected to be invested 
in the County Treasurer's investment pool. Should the County file for Chapter 9 bankruptcy, a court might 
hold that the owners do not have a valid and prior lien on the Unrestricted Revenues or on amounts set 
aside in the Repayment Account held in the County Treasurer's investment pool. While the County 
Treasurer's practice is to maintain separate records for Unrestricted Revenues and amounts set aside in the 
Repayment Account held in the investment pool, if the owners cannot "trace" such funds, they may not be 
available in a bankruptcy for payment of principal and interest on the Notes. There can be no assurance 
that the owners will be able to successfully "trace'' such funds in the County Treasurer's investment pool 
i n the future. 
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State Budget 

Information regarding the State Budget is regularly avai I able at various State--rrai ntai ned websites. The 
Proposed Fiscal Year 2017 /18 State Budget further described belcw may be found at the website of the 
Department ofF i nance, www.dof.ca.qcw, under the heading" California Budget." Additionally, an analysis 
of the State's Budgets is p:isted b,lthe Office of the LegislativeAnalyst (the" LAO") atwww.lao.ca.gcw. The 
information referred to is prepared b,I the respective State agency maintaining each website and not b,I the 
County, and the County takes no responsibility for the continued accuracy of the internet addresses or for 
the accuracy, corl1)ieteness or timeliness of information p:isted there, and such information is not 
incorporated herein b,I these references. 

State Budget. Information about the State budget and State spending is avai I able at various State-­
maintained websites. Text of prop:ised and adopted budgets may be found at the website of the State 
Department of Finance, www.dof.cagcw. underthe heading "California Budget." An irrpartial analysis of 
the budget is p:isted b,I the Office of the Legislative Analyst ("LAO") at www.lao.ca.gcw. In addition, 
various State official statements, many of which contain a summary of the current and past State budgets 
may be found at the website of the State Treasurer, www.treasurer.ca.gcw. None of the websites or webpages 
referenced abcwe is in anyway incorporated into this Official Statement. They are cited for informational 
purp:ises only. The County makes no representation whatsoever as to the accuracy or cCJ111)1 eteness of any 
of the information on such websites. 

According to the State Constitution, the Gcwernor of the State (the "Gcwernor") is required to propose a 
budget to the State Legislature (the" Legislature'') b,I no later than January 1 O of each year, and a final 
budget must be adopted b,I the vote of each house of the Legislature no later thanJ une 15, although this 
deadline has been routinely breached in the past. The State budget becomes law upon the signature of the 
Gcwernor, who may veto specific items of expenditure. 

The State budget must be adopted b,I a majority vote of each house of the Legislature. Voters of the State 
passed Proposition 25 in Ncwember 2010, which pro.tides that there will be no appropriation from the 
current budget or future budget to pay any salary or reimbursement for travel or I ivi ng expenses for 
members of the Legislature for the period during which the budget was presented late to the Gcwernor. 

Proposed 2017-18 State Budget. OnJ anuary 10, 2017 Gcwernor Brcwn released his 2017-18 Prop:ised 
State Budget (the" 2017-18 Prop:ised Budget'') which sets forth a $179.5--billion spending plan and seeks 
to resolve a prqjected $1.6 billion deficit resulting from slcwer-than--expected grcwth in public school 
funding and the rolling back of a series of one-time expenses. The 2017-18 Prop:ised Budget, hcwever, 
does nottake into accountthe p:issible repeal of the Affordable Care Act (the "ACA.") which could have a 
significant impact on the State which currently receives federal subsidies to Medi-Cal in excess of $16 
billion. 

To close the prqjected deficit, the 2017-18 Proposed Budget includes $3.2 billion in remedial budgetary 
measures designed to reduce State general fund spending in a variety of areas. The Prop:ised Budget would 
lcwer, b,I $1.7 billion, the existing appropriations for K-14 school districts for Fiscal Years 2015-16 and 
2016-17, which, as a result of the drop in State revenues, are prqjected to ewer-appropriate the ninimum 
funding guarantee. As a result, the 2017-18 Prop:ised Budget also shifts, on a one-time basis (i) $310 
million of previously appropriated discretionary K-12 school district funding from the 2015-16 fiscal year 
to the 2016-17 Fiscal Year, and (ii) $859.1 million in Local Control Funding Formula payments to K-12 
school districts fromJ une 2017 toJ uly 2017. Other significant remedial measures include eliminating a 
$400 nillion set aside for affordable housing and $300 million in previously apprcwed funding for the 
replacement and rencwati on of State office bui I dings. 

Assuning the implementation of these measures, the 2017-18 Proposed Budget prqjects, for Fiscal Year 
2016-17, total general fund revenues and transfers of $118.8 bi 11 ion and total expenditures of $122.8 bi 11 ion. 
The State is prqjected to end the 2016-17 Fiscal Year with total available reserves of $7.7 billion, including 
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$980 million in the traditional general fund reserve and $6.7 billion in the Rainy Day Fund. For Fiscal Year 
2017-18, the 2017-18 Proposed Budget prqjects total general fund revenues of $124 billion and authorizes 
expenditures of $122.5 billion. The State is prqjected to end the 2017-18 fiscal year with total available 
reserves of $8.8 billion, including $980 nil lion in the traditional general fund reserve and $7.9 billion in 
the State's Rainy Day Fund. 

The 2017-18 Proposed Budget allocates $154.6 billion for all health and human services programs, 
approximately the same amount as in the 2016-17 Fiscal Year; approximately $18.1 billion on the State's 
roads and highways and transit agencies; and includes a transportation funding package that would generate 
a further $1.8 billion in the first year, with revenues ultimately rising to about $4.2 billion annually. Under 
the 2017-18 Proposed Budget, the State would allocate $178 million in drought relief and $2.2 billion from 
cap-and-trade auctions on high-speed rail, light rail systems and other energy efficiency programs. The 
2017-18 Proposed Budget also allocates $14.6 billion from the State's General Fund to higher education, 
including financial aid, so that California community colleges would receive a total of approximately $121 
million in excess of the amount received in the 2016-17 Fiscal Year. The 2017-18 Proposed Budget also 
pr0.tides that K-12 schools would receive $73.5 billion in the 2017-18 Fiscal Year under the State's 
minimum funding guarantee, an increase of approximately 3 percent from the 2016-17 Fiscal Year, and 
pr0.tides for an amount spent per K-12 student averaging $15,216, an increase of $394 per student from the 
2016-17 Fi seal Year. 

Significant features of the 2017-18 Proposed Budget pertaining to counties also include the follo.ving: 

• CalWORKs -The 2017-18 Proposed Budget recognizes that, as a result oftheAffordable Care Act, 
county costs and responsi bi Ii ti es for i ndi gent heal th care continue to decrease as i ndi gent care costs 
previously paid by counties shift to the state. Due to the realignment of di stri buti ons to capture and 
redirect savings counties are experiencing due to the i mpl ementati on of federal health care reform, 
net savings are being redirected for county CalWORKs expenditures, which reduce General Fund 
spending on the CalWORKs program County savings are estimated to be $585.9 million in fiscal 
year 2016-17 and $546.2 nil lion in fiscal year 2017-18. 

• Coordinated Care Initiative (CCI) - This program al lo.vs persons eligible for both Medicare and 
Medi-Cal to receive medical supports and home and community-based services through a single 
health plan. The pilot program was implemented through a federal demonstration prqject and 
currently operates in seven California counties -Los Angeles, Orange, Riverside, San Bernardino, 
San Diego, San Mateo and Santa Clara As part of CCI, the state assumed bargaining 
responsibilities for In-Horne Supportive Services ("I HSS") in these seven counties. The 2017-18 
Proposed Budget estimates that the CCI will no longer be cost-effective, even with the recent 
enactment of an al I o.vabl e managed care tax. Therefore, pursuant to the pr0.ti si ans of current I aw, 
the program will be discontinued in fiscal year 2017-18. The Administration is prepared to work 
with counties to nitigate, to the extent possible, the impact of returning a share of the fiscal 
responsibility for I HSS to counties. 

• County Medi-Cal Administration -County workers conduct Medi-Cal eligibility work on behalf of 
the State and Medi-Cal caseload continues to gro.v. The 2017-18 Proposed Budget maintains the 
augmentation to counties of $655.3 million ($217.1 nil lion General Fund) in fiscal year 2017-18, 
as was pro.tided in fiscal year 2016-17, to administer the program As the eligibility system 
continues to achieve greater stabilization, the State is in the initial process of developing a new 
M edi--Cal county admi ni strati on budgeting methodology. The 201 7-18 Proposed B udget conti nues 
to include $1.5 million ($731,000General Fund) to make recommendations for anew methodology. 

• Drug Medi-Cal Organized Delivery System-I nAugust 2015, the federal Centers for Medicare and 
Medicaid Services appr0.ted the waiver necessary to begin implementation of the Drug Medi-Cal 
Organized Delivery System pilot program. The 2017-18 Proposed Budget includes $661.9 million 
($141.6 million General Fund) in fiscal year 2017-18 for increased services for the pilot program. 
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• Child Welfare Digital Services -The 2017-18 Prop:ised Budget includes $175.9 million ($88 
million General Fund) to support an increase in activity fortheChildWelfare Services New System 
case management prqj ect, including increased funding for county engagement as individual digital 
services are designed, developed, and irrplemented. 

• Statewide Automated Welfare Systems -The 2017-18 Prop:ised Budget includes $38.5 million 
($7.5 nil lion General Fund) for nigration of 39 counties using the Consortium IV system to the 
LEADER Replacement System. The first year of funding for nigration activities will be available 
after the county consortia negotiations are complete and the Department of Fi nance and the 
Department of Technology have reviewed and apprcwed detai I ed prqj ect documents. 

• County Indigent Health Savings-The 2017-18 Prop:ised Budget includes a one-time General Fund 
decrease of $265.9 million resulting from additional county savings related to federal health care 
reform Actual statewide i ndi gent health savi ngs i n 2014-1 5 were higher than previously estimated. 
Pursuant to current liM', these additional county savings are redirected to the CalWORKs program 
to offset General Fund costs. 

• Post Release Community Supervision -The 2017-18 Prop:ised Budget includes $11 million 
General Fund for county probation departments to supervise the temporary i ncrease in the average 
daily population of offenders on Post Release Community Supervision as a result of the 
implementation of court-ordered measures and Proposition 57. 

• Traffic Safety - The 2017-18 Prop:ised Budget includes total funding of $18.1 billion for all 
programs adni ni stered within the Traffic Safety A dni ni strati on Agency. I n addition, the shared 
revenues budget in the General Gcwernment area allocates ewer $1.6 billion in fuel excise tax to 
cities and counties for local streets and roads (including $200 nillion from the Gcwernor's 
transportation package). 

• Local Streets and Roads -Approximately $11.4 billion in revenues to be allocated b,I the State 
Controller to cities and counties for local road maintenance according to existing statutory 
formulas, and ewer $2.2 billion in state-local partnership grants. In addition, the 2017-18 Prop:ised 
Budget includes $52.7 nillion General Fund for the Office of Emergency Services to pro.tide 
assistance to counties through the California Disaster Assistance A ct, which can be used to aid I ocal 
agencies in the remcwal of dead or dying trees thatthreaten public safety. 

The complete Proposed 2017-18 State Budget is available from the California Department of Finance 
website at www.dof.ca gcw. The County does nottake any responsi bi I ity for the continued accuracy of this 
i nternet address or for the accuracy, cornpl eteness or ti mel i ness of i nformati on posted there, and such 
information is not incorporated in this Official Statement b,I such reference. The information referred to 
abcwe should not be relied upon in making an investment decision with respect to the Notes. 

May Revision to the 2017-18 Proposed State Budget. On May 11, 2017, Gcwernor Bro.vn released the 
May Revision to the Prop:ised 2017-18 Budget (the "May Revision"). Under the May Revision, the $5.8 
billion revenue shortfall forecast in the Proposed 2017-18 Budget is reflected as a $3.3 billion shortfall, 
based primarily on higher capital gains. The State's modestly imprcwed fiscal outlook allo.vs the May 
Revision to ad.tance several key priorities, including increasing funding for schools - a total funding of 
$92.3 billion ($54.2 billion General Fund and $38.1 billion other funds) for all K-12 education programs 
and $1.4 billion in fiscal year 2017-18 to continue irrplementation of the Local Control Funding Formula 
to 97 percent complete. This increased funding el i ni nates the deferral of funding that was included in the 
Proposed 2017-18 Budget. For K-12 schools, funding levels will increase b,I about $4,058 per student in 
2017-18cwer 2011-12 levels, an increase designed to correct historical inequities in school district funding, 
with $1.4 billion in new funding to continue irrplementation of the Local Control Funding Formula While 
the Prop:ised 2017-18State Budget proposed almost $290 nil lion in discretionary one-time Proposition 98 
funding for school districts, charter schools, and county offices of education, the May Revision proposes 
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alrrost $750 nil lion in additional funds, pr0.tiding rmre than $1 billion in one-tirre discretionary funding 
to schools in fiscal year 2017-18. For higher education, the May Revision continues to pr0.tide each 
university system and the community colleges with annual General Fund grcwth and while the Proposed 
2017-18 Budget called for a one-year delay in pro.tiding rate increases to child care pr0.tiders that were 
reflected in the 2016-17 Budget, the May Revision proposes to restore this funding and maintain the $500 
ni 11 ion chi Id care package from the 2016 B udget. 

The May Revision also includes funding for (i) the rising State minimum wage, which is scheduled to 
increase to $11 per hour in 2018 and to $15 per hour 0.ter tirre; (ii) the expansion of health care c0.terage 
to undocurrented chi I dren and the mi 11 ions of Cal if orni ans c0.tered underthe federal A ffordabi e Care A ct 
(iii) the pr0.tision of preventative dental benefits to adults c0.tered b,I Medi-Cal; (iii) a cost-of-living 
acjj ustrrent for Supplerrental Security I ncorne;State Supplerrentary Payrrent recipients; (iv) the repeal of 
the maximum family grant rule in CalWORKs, which denied aid to children who were born while their 
parents were receiving aid; (iv) an Earned I ncorneTax Credittoassistworking families. The May Revision 
al so recognizes that the State must conti nue to pl an and save for tougher budget ti mes ahead as a result of 
the Federal gcwernrrent contemplating actions such as defunding health care for millions of Californians, 
eliminating the deductibility of state taxes and zeroing out funding for organizations like Planned 
Parenthood that could create budget challenges for the State. 

In addition, Proposition 2 establishes a constitutional goal of having 10 percent of tax revenues in the Rainy 
Day Fund. The May Revision recognizes that b,I the end of fiscal year 2017-18, the State's Rainy Day 
Fund will have a total balance of $8.5 billion (66 percent of the constitutional target). While a full Rainy 
Day Fund might not elininate the need for further spending reductions in case of a recession or major 
federal policy changes thattrigger a budget crisis, saving no.vwill allo.v the state to spend from its Rainy 
Day Fund later to soften the magnitude and length of any necessary cuts. 

Significant features of the May Revision affecting counties include: 

• Maintaining County Fiscal Health - Under current law, with the end of the Coordinated Care 
Initiative, county realignrrent funds would experience an increase in annual In-Horne Support 
Services(" I HSS") costs of approximately $600 million. The May Revision nitigates this increase 
i n county costs b,I contri buti ng $400 ni 11 ion from the General Fund and then smal I er amounts in 
future years as real i gnrrent revenues gro.v. 

• I mpr0.ting California's Transportation System-In the spring of 2017, the State Legislature and the 
G 0.ternor agreed on a transportation funding package kno.vn as the Road Repair andAccountabi I ity 
Act of 2017 (SB 1) which returns the gas tax's purchasing po.ver to 1994 levels and will pr0.tide 
$54 billion in new funding 0.terthe next decade, split evenly between state and local funding. The 
May Revision enhances 0.tersight of Caltrans and allo.vs the state and local gcwernrrents to 
implerrent the SB 1 plan in a cost-effective manner without delay. Additional transportation 
features include (i) focusing on "fix-it-first" investrrents to repair neighborhood roads and state 
highways and bridges; making key investrrents in trade and commute corridors to support 
con ti nued econoni c grcwth and i mpl errent a sustai nabl e freight strategy; (ii i) mat chi ng I ocal ly 
generated funds for high-priority transportation prqjects; and (iv) investing in passenger rail and 
public transit modernization and impr0.terrent. 

• Reducing Pension Liabilities - The May Revision proposes a $6 billion supplerrental payrrent to 
Cal PERS with a loan from the Surplus Money I nvestrrent Fund- a stepthatwill save the state $11 
billion cwerthe next two decades while continuing to reduce unfunded liabilities and stabilize state 
contribution rates. The General Fund share of the repayrrent will corre from Proposition 2's 
revenues dedicated to reducing debts and I ong-term I i abi Ii ti es. 

• County Savings from I mplerrentation of Health Care Reforms -County Savings are estimated to 
be $585 million in fiscal year 2016-17, and $688 nil lion in fiscal year 2017-18, higher than the 
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estimates in the Proposed 2017-1 SB udget. A portion of these additional General Fund savings will 
be directed to offset increased county I HSS savings. 

• PosHelease Community Supervision -The May revision includes $15.4 nil lion General Fund for 
county probation departrrents to supervise the terrporary increase i n the average dai ly population 
of offenders on Post release Comnunity Supervision as a result of the implerrentation of court­
ordered rreasures and Proposition 57. 

• Community Based Transitional Housing Program - The May Revision broadens the purposes for 
which funds allocated to this program under the 2016-17 Budget ($25 million) may be used to 
support transi ti anal housing i n furtherance of the programs goals. 

Ongoing State Budget Risks. State financial difficulties may affect the amount and tining of payrrents 
to or for the benefit of cities and counties of funds pr0.tided b,I the State. From tirre to tirre, sorre of the 
State's budget solutions may increase the financial stress of cities, counties and other local g0.ternrrents 
because they (1) decrease local revenues (particularly the property tax, road imprewerrent funding, public 
safety or other categorical funded initiatives) or (2) directly or indirectly increase demand for local 
programs (such as public safety or indigent health programs). There can be no assurances that the State's 
financial difficulties will not materially ad.tersely affect the financial condition of the County. 

The financial condition of the State is suqject toa number of other risks in the future, including particularly 
potential significant increases in required state contributions to the Public EmplO{ees' Retirerrent System, 
increased financial obi i gati ons related to other post--empl O{trent benefits, and i ncreased debt service. 

There can be no assurances that, as a result of the current or any future State financial stress, the State will 
not significantly reduce or delay revenues to local g0.ternrrents (including the County) or shift financial 
responsibility for programs to local g0.ternrrents as part of its efforts to address the State financial 
di ffi cul ti es. For example, i n Fi seal Years 2008/09 and 2009 /1 0 the State either deferred payrrents or issued 
IOU'swhich could not imrrediately becashed(see"RISK FACTORS -CONSTITUTIONAL LIMITATION ON 
TAXES AND APPROPRIATIONS -Proposition lA" herein). No prediction can be made b,I the County as to 
what rreasures the State will adopt to respond to the current or potential future financial difficulties. The 
County cannot predict the final outcorre of future State budget negotiations, the impact that such budgets 
will have on the County's finances and operations or what actions will be taken in the future b,I the State 
L egi sl ature and G0.ternor to deal with changing State revenues and expenditures. Current and future State 
budgets will be affected b,I national and State economic conditions and other factors, including the current 
econoni c do.vnturn, ewer which the County has no control. There can be no assurances that State actions 
to respond to State financial difficulties wi 11 not ad.tersely affect the financial condition of the County. 

Natural Hazards 

The County has adopted a Natural Hazards Mitigation Plan. This plan includes a hazard analysis for 
earthquake, flood, landslide and fire risk, and is required to comply with Federal Errergency Managerrent 
Agency (" FE MA") requi rerrents for disaster relief funding. If such events described bel ON occurred during 
Fi seal Year 2017 /18, the County's errergency response to such an event may add unanticipated expenditures 
to the General Fund budget in Fi seal Year 201 7 /1 8, some or al I of which may not be rei mbursed b,I federal 
or state disaster funding, and, if reimbursed, may not be received b,I the County in a tirrely manner. This 
could lead to reduced ability b,I the County to make payrrents on the Notes. For example, during winter 
2017, the County experienced significant storm damage due to fal I en trees and fai I ed roads as a result of 
abo.te--average, prolonged rainfall. The County declared an errergency on February 7, 2017 and is eligible 
for disaster relief funding from the State and FEMA. Repair cost of the damage is estimated to be in excess 
of $100 million and the repair effort will be ewer a period of several years. The County expects its share of 
the damage repair cost will be funded b,I the increased State-wide gas tax and Measure D funding, with no 
expected impact on the General Fund budget at this ti rre. 
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Seismic Conditions. The County, like most areas of California, is suqjecttounpredictable seismic activity. 
The occurrence of sei sni c activity i n the County could result in substantial damage to properties i n the 
County, which, in turn, could substantially reduce the value of such properties and could affect the ability 
or wi 11 i ngness of the property cwners to pay their property taxes. 

According to the Public Safety and Noise Element of the County's General Plan, the County is located in a 
seismically active region and could be impacted b,I a major earthquake ori gi nati ng from the numerous faults 
in the area Surface rupture, ground shaking and liquefaction are the primary seismic risk to Santa Cruz 
County from a major earthquake along the San Andreas fault or within the B utano, Sargent, Zayante and 
Corralitos fault zones. Slope instability could result in landslides during ground shaking in some portions 
of the County. In particular, the epicenter of the 7.1 magnitude Lorna Prieta earthquake, which struck in 
1989, was located approximately 10 nil es east-northeast of the City of Santa Cruz In Santa Cruz County, 
674dwelling units, 32 mobile homes and 310 businessesweredestrO{ed in the earthquake, with an estimate 
of $274 million in damages. Repair of infrastructure was financed in part b,I a voter--apprcwed one-half 
cent sales tax levied ewer six years. 

Landslides. There are areas of the County that are mountainous and prone to localized landslides during 
periods of heavy or prolonged rain. Several such landslides occurred during winter 2017 as a result of 
aro..re---average rainfall. For a time, these slides impacted travel on State Highways 9, 152, and 126 and 
various local roads, but most notably impacted travel on State Highway 17, the primary transportation 
corridor between the County and the San Francisco Bay Area. 

Wildfire Conditions. The County includes areas where there is high or extreme danger of wildfires during 
dry months and during periods of prolonged drought. In May 2008, 35 residences and several outbuildings 
were lost and 4,270 acres were burned in the Sumnit fire. In June 2008, 3 residences and several 
outbuildings were lost and 520 acres were burned in the Martin fire. 

Flooding and Tsunamis. Portions of the County are located in a 1 OD-year flood plain. A flood occurred 
in 1995 when storm water breached the protective levees of the Pajaro River, and flooded approximately 
3,280 acres aqj acentto the river. Porti ans of the County are located along the Pacific Ocean. The County 
could be suqject to impacts from tsunamis in the event of an earthquake occurring off-shore. 

TAX MATTERS 
Tax Exemption 

The Internal Revenue Code of 1986 (the" Code'') imposes certain requirements that must be met subsequent 
to the issuance and delivery of the N ates for interest thereon to be and remain excluded pursuant to section 
103(a) of the Code from the gross income of the cwners thereof for federal income tax purposes. 
Noncompliance with such requirements could cause the interest on the Notes to be included in the gross 
income of the cwners thereof for federal income tax purposes retroactive to the date of issuance of the 
Notes. The County has co.tenanted to maintain the exclusion of the interest on the Notes from the gross 
income of the cwners thereof for federal income tax purposes. 

In the opinion of Rutan & Tucker, LLP, Costa Mesa, California, Bond Counsel, under existing statutes, 
regulations, rulings and court decisions, interest on the Notes is exempt from personal income taxes of the 
State of California and, assuming compliance with the co.tenants mentioned herei n, interest on the N ates is 
excluded pursuant to section 103( a) of the Code from the gross income of the cwners thereof for federal 
income tax purposes. In the further opinion of Bond Counsel, under existing statutes, regulations, rulings 
and court decisions, the Notes are not "specified private activity bonds" within the meaning of section 
57(a)(5) of the Code and, therefore, interest on the Notes will not be treated as an item of tax preference for 
purposes of computing the alternative minimum tax imposed b,I section 55 of the Code. Receipt or accrual 
of interest on Notes cwned b,I a corporation may affect the computation of its alternative ni ni mum taxable 
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income. A corporation'saltemative minimum taxable income is the basis onwhichthealtemative ninirnum 
tax i rrp:ised b,I section 55 of the Code wi 11 be corrputed. 

Pursuant to the Resolution and the "Tax Certificate Pertaining to Arbitrage and Other Matters under 
Secti ans 103 and 141-150 of the I ntemal Revenue Code of 1986'' to be delivered b,I the County in 
connection with the issuance of the Notes, the County will rnake representations relevant to the 
deterni nation of, and wi 11 make certain co.tenants regarding or affecting, the exclusion of interest on the 
N ates from the gross income of the o.vners thereof for federal i ncome tax purposes. I n reachi ng its opi ni ons 
described in the immediately preceding paragraph, Bond Counsel will assume the accuracy of such 
representations and the present and future cornpl iance b,I the County with such co.tenants. 

Except as stated in this section alx:we, Bond Counsel will express no opinion as to any federal or state tax 
consequences of the recei pt of interest on, or the o.vnershi p or di sposi ti on of, the N ates. F urtherrnore, Band 
Counsel will express no opinion as to any federal, state or local tax law consequences with respect to the 
Notes, or the interest thereon, if any action is taken with respect to the Notes or the proceeds thereof predicated 
cr pernitted upon the acwice or apprcwal of other counsel. Bond Counsel has not undertaken to acwise in the 
future whether any events after the date of issuance of the Notes rnay affect the tax status of interest on the 
Notes or the tax consequences of the o.vnershi p of the N ates. 

Bond Counsel's opinion is not a guarantee of a result, but represents its legal judgment based upon its 
review of existing statutes, regulations, published rulings and court decisions and the representations and 
co.tenants of the County described abcwe. No ruling has been sought frorn the I ntemal Revenue Service 
(the "Service") with respect to the matters addressed in the opinion of Bond Counsel, and Bond Counsel's 
opinion is not binding on the Service. The Service has an ongoing program of auditing the tax--exerrpt 
status of the i nterest on muni ci pal obi i gati ans. I f an audit of the N ates is commenced, under current 
procedures the Service is Ii kely to treat the County as the "taxpayer," and the noteholders would have no 
right to participate in the audit process. In responding to or defending an audit of the tax-exempt status of 
the interest on the Notes, the County may have different or conflicting interest frorn the notehol ders. Public 
awareness of any future audit of the Notes could ad.tersely affect the value and liquidity of the Notes during 
the pendency of the audit, regardless of its ultimate outcome. 

Existing law may change to reduce or elininate the benefit to noteholders of the exemption of interest on 
the Notes frorn personal income taxation b,I the State of Califomiaor of the exclusion of the interest on the 
Notes from the gross income of the o.vners thereof for federal income tax purposes. Any proposed 
I egi sl ati ai or administrative action, whether or not taken, could al so affect the value and rnarketabi Ii ty of the 
Notes. Prospective purchasers of the Notes should consult with their o.vn tax acwisors with respect to any 
proposed or future changes in tax law. 

A copy of the proposed form of opinion of Bond Counsel is attached hereto as Appendix D. 

TaxAccountingTreatment of Bond Premium and Original Issue Discount on Notes 

Notice 94-84, 1994-2 C.B. 559, states thatthe Service is studyingwhetherthe stated interest portion of the 
payment at maturity on a short-term debt obligation (such as the Notes), that matures not rnore than one 
year frorn the date of issue, bears a stated fixed rate of interest and is described in section 103(a) of the 
Code, is (i) qualified stated interest that is excluded from the stated rederrption price at maturity of the 
obiigation (within the meaning of section 1273 of the Code) but is excluded frorn gross income pursuantto 
section 103(a) of the Code, or (ii) is not qualified stated interest and, therefore, is included b,I the taxpayer 
in the stated rederrption price at maturity of the obiigation, creating or increasing (as to that taxpayer) 
original issue discount on the obligation that is excluded from gross income pursuant to section 103(a) of 
the Code. Notice 94-84 states that until the Service pro.tides further guidance with respect to tax-exempt 
short-term debt obligations, a taxpayer holding such obligations may treat the stated interest payable at 
maturity either as qualified stated interest or as included in the stated redemption price at maturity of the 
obiigation. Ho.vever, the taxpayer rnust treat the amounts to be paid at maturity on all tax--exerrpt short-
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term debt obi i gati ans in a consistent manner. Notice 94-84 ck:Jes not address various aspects necessary to 
the application of the I atter method (incl udi ng, for example, the treatment of a holder acqui ring its Note 
other than in the original public offering or at a price otherthan the original offering price). Each person 
considering acquiring the Notes should consult its o.vn tax acwisor with respect to the tax consequences of 
o.vnership of and of the election between the choices of treatment of the stated interest payable at maturity 
on the N ates. 

To the extent that a purchaser of a Note acquires that Note at a price in excess of its "stated rederrption price 
at maturity" (within the meaning of section 1273(a)(2) of the Code), such excess will constitute "bond 
preni um'' underthe Code. Section 1 71 of the Code, and the Treasury R egul ati ans promulgated thereunder, 
pro.tide generally that bond prenium on a tax-exempt obligation must be amortized ewer the remaining 
term of the obligation (or a shorter period in the case of certain callable obligations); the amount of premium 
so amortized will reduce the o.vner's basis in such obligation for federal income tax purposes, but such 
amortized prenium will not be deductible for federal income tax purposes. Such reduction in basis will 
increase the amount of any gain ( or decrease the amount of any I oss) to be recognized for federal i ncome tax 
r:urposes upon a sale or other taxable di sposi ti on of the obi i gati on. The amount of preni um that is amorti zabl e 
each year b,I a purchaser is determined b,I using such purchaser's yield to maturity. The rate and tining of 
the amortization of the bond premium and the corresponding basis reduction may result in an o.vner 
real i zi ng a taxable gain when its Note is sold or disposed of for an amount equal to or i n some circumstances 
even less than the original cost of the Note to the o.vner. 

The excess, if any, of the stated rederrption price at maturity of Notes of a maturity ewer the initial offering 
price to the public of the Notes of that maturity is "original issue discount." Original issue discount accruing 
ai a Note is treated as interest excluded from the gross income of the o.vner thereof for federal income tax 
r:urposes and is exerrpt from Cali fomi a personal income tax to the same extent as would be stated interest on 
that Note. Original issue discount on any Note purchased at such initial offering price and pursuant to such 
initial offering will accrue on a seniannual basis ewer the term of the Note on the basis of a constant yield 
method and, within each seniannual period, will accrue on a ratable daily basis. The amount of criginal issue 
d scount on such a Note accrui ng during each period is added to the aqj usted basis of such Note to deterni ne 
taxable gain upon disposition (including sale, rederrptiai or payment on maturity) of such Note. The Code 
includes certain pro.ti si ans relating to the accrual of ori gi nal issue discount i n the case of purchasers of N ates 
who purchase such N ates otherthan atthe initial offering price and pursuantto the i niti al offering. 

Persons considering the purchase of N ates with original issue discount or initial bond premium should consult 
with their o.vn tax acwisors with respect to the deternination of original issue discount or amortizable bond 
prenium on such Notes for federal income tax purposes and with respect to the state and local tax 
consequences of o.vni ng and disposing of such N ates. 

Other Tax Consequences 

Although interest on the Notes may be exempt from California personal income tax and excluded from the 
gross income of the o.vners thereof for federal income tax purposes, an o.vner' s federal, state or I ocal tax 
liability may be otherwise affected b,I the o.vnership or disposition of the Notes. The nature and extent of 
these other tax consequences wi 11 depend upon the o.vner' s other i terns of i ncome or deduction. With out 
Ii ni ti ng the generality of the foregoing, prospective purchasers of the N ates should be aware that ( i) section 
265 of the Code denies a deduction for interest on indebtedness incurred or continued to purchase or carry 
the Notes and the Code contains additional limitations on interest deductions applicable to financial 
institutions that o.vn tax-exempt obligations (such as the Notes), (ii) with respect to insurance companies 
suqject to the tax imposed b,I section 831 of the Code, section 832(b)(S)(B)(i) reduces the deduction for 
loss reserves b,115% of the sum of certain items, including interest on the Notes, (iii) interest on the Notes 
earned b,I certain foreign corporations doing business in the United States could be suqject to a branch 
profits tax imposed b,I section 884 of the Code, (iv) passive investment income, including interest on the 
Notes, may be suqject to federal income taxation under section 1375 of the Code for Subchapter S 
corporati ans that have S ubchapter C earnings and profits atthe close of the taxable year if greaterthan 2 5% 

70 



of the gross receipts of such Subchapter S corporation is passive investment income, (v) section 86 of the 
Code requires recipients of certain Social Security and certain Railroad Retirement benefits to take into 
account, in deterniningthe taxability of such benefits, receipts or accruals of interest on the Notes and (vi) 
under section 32(i) of the Code, receipt of investment income, including interest on the Notes, may 
disqualify the recipient thereof from obtaining the earned income credit. Bond Counsel will express no 
opi ni on regarding any such other tax consequences. 

LEGAL MATTERS 
Approval of Legal Proceedings 

Rutan & Tucker, LLP, Costa Mesa, California, as Bond Counsel, will render an opinion which states that 
the Notes are valid and binding obiigations of the County and are enforceable in accordance with their 
term,. The legal opinion of Bond Counsel will be suqject to the effect of bankruptcy, insolvency, 
rnoratoriurn and other sinilar laws affecting creditors' rights and to the exercise of judicial discretion in 
accordance with general principles of equity. 

The County has no kno.vledge of any fact or other inforrnationwhichwould indicatethatthe Resolution or 
the Notes are not so enforceable against the County, except to the extent such enforcement is linited b,I 
principles of equity and b,I state and federal laws relating to bankruptcy, reorganization, rnoratoriurn or 
creditors' rights generally. 

Certain legal matters will be passed on for the County b,I County Counsel and b,I Norton Rose Fulbright 
US LLP, Los Angeles, California, as Disclosure Counsel. Fees payable to Bond Counsel and Disclosure 
Counsel are contingent upon the sale and delivery of the Notes. 

Absence of Litigation 

The County will furnish a certificate dated the date of delivery of the Notes that there is no pending or 
kno.vn threatened litigation restraining or enjoining the execution or delivery of the Resolution or the sale 
or delivery of the Notes or in any manner questioning the proceedings and authority under which the Notes 
are to be delivered or affecting the validity thereof. 

There are a number of lawsuits and claim, pending against the County. The County does not believe that 
any of these proceedings wi 11 have a rnateri al ad.terse i rnpact on the abi I ity of the County to repay the Notes. 
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CONCLUDING INFORMATION 

Ratings 

Standard& Poor's and Mcxrly's have assigned the ratingof"SP-1-t'' and" MIG 1" respectively to the Notes. 
Such rating reflects only the views of the rating agency and any desired explanation of the significance of 
such rating should be obtained from the rating agency. Generally, a rating agency bases its rating on the 
information and materials furnished to it and on i nvesti gati ons, studies and assurnpti ons of its cwn. Except 
as otherwise required in the Continuing Disclosure Certificate, the County undertakes no responsibility 
either to bring to the attention of the cwners of the N ates any dcwrward revision or withdrawal of any 
rating obtained or to oppose any such revision or withdrawal. There is no assurance such rating wi 11 
con ti nue for any given period of ti me orthat such rating wi 11 not be revised dcwnward or with drawn enti rely 
b,I the rating agency, if in the judgment of such rating agency, ci rcumstances so warrant. Any such 
dcwrward revision or withdrawal of such rating may have an adverse effect on the market price of the 
Notes. A rating is not a recommendation to buy, sell or hold securities and may be suqject to revision or 
withdrawal at any ti me. 

Underwriting 

The Notes were sold to Citigroup Global Markets Inc. (the "Purchaser") at a purchase price of 
$47,977,600.00 representing the aggregate principal amount of the Notes pl us an original issue preni um of 
$989,350.00, less an underwriter's discount of $11,750.00. The Notes may be offered and sold b,I the 
Purchaser to certain dealers and others at prices lcwer than such public offering prices and such public 
offering prices may be changed, from time to time, b,I the Purchaser. 

The Municipal Advisor 

The material contained in this Official Statement was prepared b,I the County with the assistance of the 
M uni ci pal A cf.ti sor, who ad.ti sed the County as to the financial structure and certain other fi nanci al matters 
relating to the Notes. The information set forth herein has been obtained b,I the County from sources which 
are believed to be reliable. Such information is not guaranteed b,I the Municipal Ad.tisor as to accuracy or 
completeness, nor has it been independently verified b,I the Municipal Ad.tisor. Fees paid to the Municipal 
Ad.tisor are contingent upon the sale and delivery of the Notes. 

Continuing Disclosure 

The County wi 11 co.tenant to pro.ti de notices of the occurrence of certain enumerated events in accordance 
with Rule 15c2-12 of the Securities Exchange Act of 1934. The notices will be filed b,I the County on the 
Electronic Municipal MarketAccessWebsite ("EMMA") operated b,lthe Municipal Securities Rulemaking 
Board (www.emma.msrb.org). The specific nature of the notices of enumerated events and certain other 
terms of the continuing disclosure obligation are included in "APPENDIX C - FORM OF CONTINUING 
DISCLOSURE CERTIFICATE." These co.tenants will be made in ordertoassistthe Purchaser in complying 
with the Rule. 

The County believes it has complied in all material respects with any undertaking made pursuant to the 
Rule in the previous five years. 

References 

Any statements in this Official Statement involving matters of opinion, whether or not expressly so stated, 
are intended as such and not as representations of fact. This Official Statement is not to be construed as a 
contract or agreement between the County and the purchasers or owners of any of the Notes. 
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Execution 

The execution of this Official Statement b,I the Auditor-Controller-Treasurer-Tax Collector has been duly 
authorized b,I the County of Santa Cruz. 

COUNTY OF SANTA CRUZ 

By: /s/ Edith Driscoll 
Auditor-Controller-Treasurer-Tax Collector 
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Supermoon Over Walton Lighthouse 

The Walton Lighthouse at the east end of Seabright State Beach marks the entrance to Santa Cruz Harbor. 
In November 2016, the largest supermoon since 1948 appeared in the evening sky above the lighthouse. 

Photo by Neil Simmons, Santa Cruz, California 
Neil Simmons is a photographer with a flair for life that shows up in his work. Raised in Santa Cruz County, 

Simmons lives close to many of his favorite photogenic spots, but he also makes a point of traveling to 
study other parts of California and the West, enjoying the challenge of getting the shots he wants while on 
the road. 

http:ljwww.neilsimmonsphotography.com/ 

http://www.neilsimmonsphotographv.com/




COUNTY OF SANTA CRUZ 

COMPREHENSIVE ANNUAL FINANCIAL REPORT 
JUNE 30, 2016 

TAB LE OF CONTENTS 

INTRODUCTORY SECTION 

Letter of Transmittal. ................................................................................................................................. i 
Organization Chart ................................................................................................................................... x 
Directory of Public Officials ...................................................................................................................... xi 
Certificate of Achievement for Excellence in Financial Reporting -

Government Finance Officers Association ................................................................................................ xii 

FINANCIALS ECTION 

lndependentAud~or's Report ................................................................................................................... 3 

Management's Discussion and Analysis .................................................................................................. 7 

Basic Financial Statements: 

Government-Wide Financial Statements: 
Statement of Net Position ........................................................................................................... 25 
Statement of Activities ................................................................................................................ 26 

Fund Financial Statements: 

Governmental Funds Financial Statements: 
Balance Sheet- Governmental Funds ....................................................................................... 33 
Reconciliation of the Governmental Funds Balance Sheet 
to Government-Wide Statement of Net Position ....................................................................... 34 

Statement of Revenues, Expenditures, and Changes in Fund Balances ................................... 35 
Reconciliation of the Governmental Funds Statement of Revenues, Expenditures, 

and Changes in Fund Balances to the Government-Wide Statement of Activities ................. 36 

Proprietary Funds Financial Statements: 
Statement of Fund NetPos~ion .................................................................................................. 39 
Statement of Revenues, Expenses, and Changes in 

Fund Net Position .................................................................................................................... .40 
Statement of Cash Flows .......................................................................................................... .42 

Fiduciary Funds Financial Statements: 
Statement of Net Position .......................................................................................................... .47 
StatementofChanges in NetPosition ............................................................................................. 49 

Notes to Basic Financial Statements ........................................................................................................... 55 

Required Supplementary Information: 
Budgetary Principles .............................................................................................................................. 11 0 
Budgetary Comparison Schedules: 

General Fund .................................................................................................................................. 112 
Explanation of Differences between Budgetary Inflows and Outflows and 
GAAP Revenues and Expend~ures ............................................................................................. 121 

Housing Fund .................................................................................................................................. 122 
Public Employees Retirement System (CalPERS) Schedule of Changes in the 

Net Pension Liability and Related Rations .................................................................................. 123 
CalPERS Schedule of Contributions .................................................................................................. 124 
Other PostemploymentObligations - Schedules of Funding Progress ............................................ 125 



FINANCIALS ECTION (Continued) 

Supplementary Information: 

Non-Major Governmental Funds: 
Fund Statements and Schedules: 

Page 

Balance Sheet. ................................................................................................................................ 133 
Statement of Revenues, Expenditures, and Changes 

in Fund Balances .......................................................................................................................... 134 

Budgetary Comparison Schedule: 
Major Fund - Capital Projects Fund ............................................................................................... 135 

Non-Majors pecial Revenue Funds: 
Combining Balance Sheet .............................................................................................................. 138 
Combining S tatementof Revenues, Expend~ures, and 

Changes in Fund Balances ........................................................................................................... 140 
Budgetary Comparison Schedules: 

Library Special Revenue Fund ................................................................................................. 142 
Fire Special Revenue Fund ..................................................................................................... 143 
Off-Highway, Road, and Transportation Special Revenue Fund ............................................ 144 
Fish and Game Special Revenue Fund ................................................................................... 145 
Park Dedication and State ParkBondsSpecialRevenue Fund ............................................. 146 
Health Services Special Revenue Fund .................................................................................. 147 
Santa Cruz Flood Control andWaterConservation-

Zone 7 Special Revenue Fund .............................................................................................. 148 
Districts Governed by the Board ofS upervisors: 

Public Protection Special Revenue Fund ......................................................................... 149 
Health and Sanitation Special Revenue Fund .................................................................. 150 
Recreation and Culture Special Revenue Fund ............................................................... 151 
Public Ways and Facil~ies Special Revenue Fund .......................................................... 152 

Non-Major Enterprise Funds: 
Combining S tatementof Net Position ............................................................................................. 154 
Combining S tatementof Revenues, Expenses, and Changes in Net Position ............................. 156 
Combining Statement of Cash Flows ............................................................................................. 158 

Internal Service Funds: 
CombiningStatementofNetPos~ion ............................................................................................ 164 
Combining S tatementof Revenues, Expenses, and Changes in Net Position ............................. 166 
Combining Statement of Cash Flows ............................................................................................. 168 

Fiduciary Funds: 
Combining S tatementof Net Position - Agency Funds ................................................................. 175 
Combining S tatementof Changes in Net Position - Agency Funds ............................................. 176 
Santa Cruz County Redevelopments uccessor Agency 
StatementofNetPosition- Private PurposeTrustFund ............................................................ 177 

Santa Cruz County Redevelopments uccessor Agency 
StatementofChanges in Net Position- Private PurposeTrustFund ......................................... 178 

STATISTICAL SECTION (UNAUDITED) 

Net Pos~ion by Component. ................................................................................................................... 180 
Government-Wide Changes in Net Position ........................................................................................... 181 
Fund Balances of Governmental Funds ...................................................................................................... 183 
Change in Fund Balance of Governmental Funds ................................................................................. 184 
General Fund Tax Revenues by Source ...................................................................................................... 185 



Page 

STATISTICAL SECTION (UNAUDITED) (Continued) 

P ropertyTax Levies and Collections ........................................................................................................... 186 
Assessed Value of Taxable Property and Actual Value of Property ........................................................... 187 
Property Tax Rates - Direct and Overlapping Governments ...................................................................... 188 
Ratios of Outstanding Debt by Type ............................................................................................................ 189 
Computation of Legal Debt Margin .............................................................................................................. 190 
Statement of Direct and Overlapping Debt .................................................................................................. 191 
Outstanding Debt of the FinancingAuthor~ies ............................................................................................ 192 
General Information ...................................................................................................................................... 193 
Property Value, Construction and Bank Depos~ ........................................................................................ 194 
Special Assessment Billings and Collections ............................................................................................... 195 
Principal Taxpayers ...................................................................................................................................... 196 
Principal Employers ...................................................................................................................................... 197 
Operating Indicators by Function ................................................................................................................. 198 
Budgeted Positions ....................................................................................................................................... 200 
Schedule of Insurance in Effect... ................................................................................................................. 201 
Capital Assets Sta tis tics by Function ........................................................................................................... 202 

Glossary (Unaudited) .................................................................................................................................... 203 





INTRODUCTORY 

SECTION 





Decem~r 16, 2016 

COUNTY OF SANTA CRUZ 
EDITH DRISCOLL 

AUDITOR-CONTROLLER-TREASURER-TAX COLLECTOR 
701 OCEAN STREET, SUITE 100, SANTA CRUZ, CA 95060-4073 

(831) 454-2500 FAX (831) 454-2660 

The Hmorable Board of Supervisors 
County of Santa Cruz 
701 Ocean Street 
Santa Cruz, CA 95060 

Mem~rs of the Board and FellOvV Citizens: 

The Corrprehensive Annual Financial Repcrt (CAFR) of the County of Santa Cruz (the County) for 
the fiscal year endedJ une 30, 2016 is herel:Jy subrritted in accordance with the statutes of the State of 
California The CAFR represents the culmination of all budgeting and accounting activities during the 
year and cavers al I funds of the County, its component units and its financial transactims. 

Management assumes full respmsibility for the completeness and reliability of the information 
contained in this report which is based upon a comprehensive internal control fram:work established 
for this purpose. To the ~st of our knew I edge, the enclosed data is accurate in al I material respects 
and is repcrted in a manner designed to present fairly the financial position and results of operations of 
the various funds and account groups of the County. The independent auditors, Brcwn Armstrong 
Accountancy Corporation, who have rendered an unmodified opinion thereon, have audited these 
statements. Their report is prcwi ded herein. 

The Gavernmental Accounting Standards Board (GASB) requires that management prcwide a 
narrative introduction, avervievv, and analysis to accompany the basic financial statements in the form 
of Management's Discussion and Analysis (MD&A). This letter of transrrittal is designed to 
compementthe MD&A and should~ read in conjunction with it The County's MD&A can~ found 
immediately fol I cwi ng the report of the independent auditors. 

The County is required to undergo an annual single audit in cmformity with the prcwisions of the 
Single Audit Act of 1984 as amended and U.S. Office of Management and Budget (OM B) Circular A-
133 designated to meet the special needs of federal grantor agencies. These reports are avai I able in the 
County's separately issued Single Audit Repcrt. 

FINANCIAL INFORMATION 

Management of the County is respmsi bl e for establishing and mai ntai ni ng an internal contrd structure 
designed to ensure that the assets of the County are prctected from loss, theft or rri suse and to ensure 
that adequate accounting data is corrpi I ed to al I OvV for the preparation of financial statements in 
conforrrity with Generally Accepted Accounting Principles (GAAP). Because the cost of internal 
controls should nct exceed the anticipated ~nefits, the objective is to prcwide a reasonable, ratherthan 
an absolute, assurance that the financial statements are free of any material rri sstatements. 



PROFILE OF THE COUNTY 

The County of Santa Cruz was established 0\/ an act of the State L egi sl ature in 1850 as one of the original 
27 counties of the State of California The County is a general law county and is governed 0\/ a five­
mernber Board of Supervisors who are elected 0\/ district to serve alternating four-year terrns. The Board 
of Supervisors ap[X)ints a County Administrative Officer (Chief Executive) to carry out its policies as 
set forth 0\/ County Ordinance. The Assessor-Recorder, Auditor-Controller-Treasurer-Tax Collector, 
County CI erk, Di stri ct Attorney and Sheri ff -Coroner are elected offi ci al s and al I ct her department heads 
are appoi nted official s. 

The County's principal functions include seven major areas: general gcwernment, public prctection, 
public ways and faci I iti es, health and sanitation, public assistance, education, and recreation and cultural 
services. In the public assistance and heal th areas, the state and federal gavernments mandate certain 
rni ni rnurn levels of service. These functions are required 0\/ County ordinance or 0\/ state or federal law. 

Santa Cruz is located on the Central Coast of California, and is bordered 0\/ San Mateo County to the 
North, Santa Clara County to the East, San Benito and Monterey Counties to the South and the Monterey 
Bay National Marine Sanctuary to the West. The County of Santa Cruz is the second srnallest county in 
California in terrns of land rnass and the 23rd of 58 counties in terrns of rx:ipulation. The County's 
rx:ipulation is 275,902. Approximately half of the County residents live in one of the County's four cities; 
Captola, Santa Cruz, Scotts Valley, or Watsonville, with the other half living in the unincorporated 
County area 

In accordance with the County Budget Act in the CaliforniaGavernment Code, the County rnust ado[X 
a budget on or before October 2 for each fi seal year. The County rnai ntai ns budgetary controls, whose 
objective is to ensure cornpiance with legal pravisions embodied in the annual appropriated budget. 
The level of budgetary contrd (that is, the level at which expenditures cannot legally exceed the 
appropriated amount) is at the character level of salaries and benefits, services and supplies for each 
budget unit within each budgeted fund. Other charges, land, pant and irnpravements, and equipment 
are controlled O)l line iternwithin each budget unit. 

The encumbrance system is employed 0\/ the County to record amounts cornrnitted for purchase orders 
or contracts. If appropriations are nct sufficient, the Board of Supervisors rnust apprcwe amendments or 
transfers of appropriations between funds or departments. 

Factors Effecting Financial Conditions 

The Santa Cruz local economy has continued to recaver afterthe global recession in the real estate and 
construction industry and the financial market meltdcwn. Beginning in 2007, the subprime mortgage 
lending crisis significantly reduced horne sales across the nation and in Santa Cruz County. 

Property-related tax revenues in Santa Cruz County have experienced steady gravvth. Property taxes are 
deterrni ned based urxin assessed values. The assessed values of secured property in Santa Cruz County 
increased 0\/ 5.15% in 2015-2016 and has had a positive increase for the I ast four years with an annual 
average gravvth ewer the last five years of 5.16%. These revenues cornpri se approximately SCP/4 of the 
County's total tax revenues. 
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An important indicator of the local economy is retail sales. Sales tax receipts in the unincorporated 
County comp-i se approximately 8'/4 of the County's total tax revenues. Sal es tax receipts decreased by 
1.73% in fiscal year 2015-2016, havvever the total increase aver the last five years reflects a 4.29'/o 
annual average gravvth. The County voters passed a Cannabis Business Tax effective Navember 2014. 
The tax, currently set at 7"/4, resulted in the collection of $2.5 mi Ilion in taxes in 2015-2016. 

Tourism is imrx:irtant to the local economy. Transient Occupancy Tax (TOT) collections, which 
comp-i se approximately 5. 7"/4 of the County's total tax revenues, have increased an average of 10. 77"/o 
averthe past five years, with an increase in fiscal year 2015-16 of 9.28'/o. On July 1, 2013 the voters 
passed a TOT rate increase on lodging facilities in the unincorrxirated area from 9.5% to 11%. 

The County's population is estimated to be 274,146 as of July 1, 2015, increasing by 11,784 residents 
or 4.5 % since the Ap-il 2010 Census. The County's unemployment rate atJ une 30, 2016 was 7S/o' , 
1.25% I avver than it was one year ago at 8. 7"/4 , and much I avver than the high of 13. 3% in 2011-12. 

The County's General Fund revenues increased by $17.7 million from $404.3 million in fiscal year 
2014-2015 to $422.0 million in fiscal year 2015-2016, an increase of approximately 4.4%. There were 
revenue increases in taxes, Ii censes and permits sold, as wel I as charges for services which increased 
primarily due to outpatient clinic fees and other patient revenues. I ntergavernnnental revenue increased 
by $1.9 million primarily due to Assembly Bill 109, the Public Safety Realignment Act. 

The County General Fund increased its expenditures by $22.1 million from $390.2 million in fiscal year 
2014-2015 to $412.3 million in fiscal year 2015-2016, approximately 6.CP/4. The increases were 
primarily in Public Protection and Public Assistance. General gavernnnent activities have been held to 
basic levels for many years, and increased expenditures in the health and human services program have 
relied on considerable grcwth in federal and state grants. 

LongTermFinancial Planning 

The County is committed to building and maintaining a strategic reserve. The County has maintained 
its General Fund reserves within the mini mum I evel. 

• Tctal General Fund balance was $51. 7 mill ion atJ une 30, 2016, an increase of $1.5 mil lion from 
$50.2 million fromJ une 30, 2015. 

• General Fund committed and assigned designations totaled $42.9 million atJ une 30, 2016, an 
increase of $6.4 million from $36.5 million atJ une 30, 2015, nct including $8.2 million assigned 
to fund next year's budget. 

In Navember 2014, the County Board of Supervisors adopted a modified Fund Balance Policy which 
revised the Pd icy originally adop:ed in 2011 by increasing the minimum fund balance in the General 
Fund from 7"/4 to lCP/4 averthe follavving seven years. The original 2011 Fund Balance Reserve Policy 
established a minimum balance in the committed and assigned categories forthe County General Fund 
at 7"/4 of the upcoming budget year's estimated revenues. This policy has helped the County maintain a 
stronger fiscal position to weather economic trends while still preserving flexibility. 

The committed and assigned fund balance designations of the County's General Fund atJ une 30, 2016, 
of $41.4 mi 11 ion ( excluding Ii abi Ii ti es and the annount assigned to fund the fi seal year 2016-201 7 budget) 
were at 8.CP/4 of fi seal year 2016-2017 budgeted revenues. 
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The County's fi seal year 2016-2017 adopted budget reflects some economic i mpravements. H avvever, 
the County has yet to recaver from the ongoing structural deficit. The County continues to rely on fund 
balance to address the defi cit. I n addition to reduci ng the ongoi ng structural budget deficit, the fi seal 
year 2016-201 7 adop:ed budget focuses on mai ntai ni ng operations, budgeting for increases in the cost 
of doing business including salaries and benefits, responding to numerous statutory changes including 
the Affordable Care Act and Pullie Safety Realignment, impraving reserves, restoring public safety 
services, expanding economic development in the County, and beginning to address the many deferred 
maintenance projects. While the County receives only 13% of the property tax ddlar, approximately 
7'J'/o of the County's general purpose revenues are related to real estate, either through property tax 
revenues or vehicle license fee revenues which change lock-step with property tax revenues. Although 
the local economy is in recavery, the County continues to empoy strict cost control measures to balance 
its budget. 

Atthe State level, California voters appraved Proposition 30 in Navember 2012 to temporarily increase 
the statewide sales tax rate and the income tax rates on wealthier individuals. This Proposition was re­
authorized through Measure 55 "Tax Extension for Education and Healthcare" appraved by voters in 
Ncwember 2016. Voters also appraved Proposition 39 to close a loor:nole for out-of-state businesses, 
projected to raise about $1 billion a year. These tax measures, coupled with the State's economic 
recavery and past budget cuts, pravided California a positive economic outlook for fiscal year 2015-
2016. 

The independent California Legislative Analyst's Office (LAO) prqjected a $1.1 billion operating 
surplus (revenues less expenditures) in fi seal year 2015-2016, resulting in a $7.9 billion reserve atJ une 
30, 2016. Forthe fdlavving fiscal year 2016-2017, the LAO is projecting $2.1 billion surplus, resulting 
in an $11. 5 bi 11 ion reserve at J une 30, 201 7. The LAO estimates that revenues and transfers increase 
$6.9 billion, of 5.'J'/4, in 2016-2017when the State's projected operating surpluses reach $11.5 bi Ilion. 

The state's temporary personal income tax and sales tax rate increases under Proposition 30 exp re at 
the end of 2018, resulting in a more gradual ramping dcwn of these revenues after that year. This helps 
prevent a "cliff effect" in the LAO' s forecast, as prqjected operating surpluses continuetogravv in 2017-
2018 through 2019-2020. 

Employees' Retirement Plan 

The California Public Employees Retirement System (Cal PERS) pension fund, in which Santa Cruz 
County empoyees participate, has made significant and important changes in costs and benefits. In 
August 2012, the State legislature adop:ed changes including an increased retirement age and a lavvered 
benefit formula for new emp oyees, a cap on the annual pension payout, and a requirement for workers 
to pay half of their costs. Cal PERS realized a gain of just 2.4% on its investments for the year ended 
June 30, 2015, fdlavving gains of 18.40'/o, 12.5%, l.CP/4, 20.7"/o and 11.1% in the five prior years. 

Cal PE RS stated I ong-term 2Q--year investment return remains at 7. 75%. In 2013 Cal PE RS appraved a 
revised rate smocthi ng pol icy to reduce the ratevolati lity caused in prior years. It is designed to amortize 
investment gains and losses from earlier fiscal years ewer a fixed 3Q--year period with the increases and 
decreases in the rate spread aver a five year period. 

County employees al so participate in the Cal PE RS health insurance program, whose average premi urns 
increased by 7.'J'/4 in 2015, and will increase by 6.6% for 2016. 
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MAJ OR INITIATIVES 

During the last fiscal year, under the leadership of the Board of Supervisors, several key programs and projects 
were successfully undertalken by the County: 

• The offices of the A uditor--Control I er and the Treasurer-Tax Col I ector were consolidated in J anuary 
2015. The Office led a multi-year effort to implement a comprehensive mw financial and 
procurement system. The core modules went live in May 2015 with the remaining modules 
fdlcwing. The modules emphasize the use of modern technology and paperless workflcws. The 
office held a successful sale of tax delinquent properties in J une 2016. 

• The County Administrative Office efforts included: the estal:l i shment of a new J PA for Ii brary 
services with funding for faci Ii ties from Measure S and the hiring of a new Ii brary director, the 
implementation of numerous energy efficiency projects, the increase of general fund reserves to 
9'/4, and the restoration of a stand-alone Parks Department. M ajorconstruction projects included 
the Juvenile Hall Gym and kitchen prqject, and the $25M Sheriff's Re-Entry Facility 
project. The County Administrative Office also implemented a 4th Party Pullie Defender 
System, Cannabis licensing program activities, Economic Development Strategies, and 
coordinated the CE M EX reuse pl an and Homeless programs. The office assumed a I ead role in 
the negctiati ons for the Monterey Bay Community Pcwer Project and successfully negotiated a 
4 year contract with SE I U. 

• The County Clerkiflections Office conducted theJ une 7, 2016 Presidential Primary Election, two 
special schod district elections on N0.tember 17, 2015, and on May 3, 2016 and assisted in the May 
4, 2016, Assessment Ball ct Procedure forthe Lompco County Water Assessment District. 

• The Assessor's Office, along with the Auditor-Controller-Treasurer-Tax Collector, continued to 
incorporate and refine the new property tax system to create effi ci enci es in these departments. 

• The County Recorder's Office expanded the use of e--Recording with the appraval of aver 310 
document submitters which allcws for quicker receipt of recordal:le documents. 

• Child Support Services pravided new services including MoneyGram located in CVS stores and 
PayNearM e located in 7--Eleven stores. In fiscal year 2015-2016 the combined Santa Cruz-San 
Benito department cdlected aver $18 million in child support payments. The Santa Cruz-San 
Benito region continued to excel on the key federal performance measures. 

• The Office of County Counsel contributed significantly to the Board's medical marijuana 
regulation and enforcement efforts. This Office al so won several motions for summary judgment 
in tort cases that saved the County from further litigating these high value cases. 

• The District Attorney's Office (DAO) faced a significant number of homicides and other 
vi dent felonies which occurred andwenttotrial. The DAO is also a leading member of the 
Santa Cruz County Anti-Crime Team (SCCACT) and an integral member of the Community 
Corrections Partnership which was established to develop and imp ement pl ans for A ssemlly 
Bill 109, the Public Safety Realignment Act, which allcws specified lcwer--level inmates and 
parolees to serve their sentence in county jai Is instead of state prisons. The District Attorney's 
Office also continues to lead and staff the Bob Lee Community Partnership for Accountablity, 
Connection and Treatment (PACT). 
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• General Services continues its efforts in furthering the goals of the Climate Action Strategy by 
participating in the Community Choice Aggregation (CCA) Monterey Bay regional feasibility 
effort. The Facilities Division's work included implementing additional energy efficiency 
projects using Pacific Gas & Electric' s Sustainable Solutions Turnkey Program to instal I 
energy efficient boilers at four locations. In collalboration with the Parks Department, the 
General Services Department competed the Seacliff Village Park Project, the Willcwbrook 
Playground Installation Prqject, the Quai I Holl cw Brook Restoration Project, as wel I as 
bui I ding i mpravements at County faci I iti es. 

• The Department of Parks, Open Space, and Cultural Services continued to work in collaboration 
with other agencies, departments and non-profit organizations to pravide high quality Recreation 
and Arts throughout the community. The Department managed major capital i mpravement projects 
including the Seacliff Village Park Phase 1 and Quail Hdlavv Restoration prqjects which were 
completed in fiscal year 2015-2016. 

• The Information Services Department was recognized by the Center for Digital GOJernment (COG) 
and the National Association of Counties (NACo) as a 2016 Digital Counties Survey winner. 
Information Services designed and rolled out software applications that allavved citizens to 
el ectroni cal ly do business with the county. Cannabis Licensing, Transient Occupancy and Cannabis 
tax collection went online. Electronic pan submission, Planning and Environmental Health online 
payment systems went I ive. 

• There were many mw initiatives by the Planning Department in the past year, as well as completion 
of prior initiatives. Completed activities included a Housing Element Update adop:ed by the Board 
of Supervisors, an update of the Local Hazard Mitigation Plan, completion of a Community Choice 
Energy F easi b Ii ty Study, and successful submittal and award of $2 M i 11 ion in grants for bcth First 
Time Homebuyer and Tenant Based Rental Assistance affordable housing activities. Several key 
new development projects were appraved, including a 20-Unit housing prqject and a mixed-use 
project, both located in Live Oalk. New initiatives included launching an electronic building plan 
check system, and recruitment of new staff to fill vacant and newly funded positions that are 
necessary to respond to increasing levels of development activity. 

• The Santa Cruz County Probation Department is responsible for services required by the Adult 
andJ uvenile Courts. These services include pretrial assessments, alternatives to incarceration, 
probation community supervision, post-trial alternative custody and juvenile detention. The 
Department continues to focus on research-based probation strategies to ensure public safety 
through the reduction of recidivism and victimization, and maximizing competion of 
supervision terms. This is accomp i shed through risk-based supervision; addressing issues that 
drive criminal behavior; consideration for custody alternatives; and praviding services and 
interventions which are praven to reduce reoffendi ng by matching the programs with individual 
needs. The Juvenile Probation Division continues to be a model site for the Annie E. Casey 
Foundation'sJ uvenile Detention Alternatives Initiative U DA). 

The Board of Supervisors is required to pravi de and maintain a suitable fl ace for the detention 
of juveniles. TheJ uveni le Hall pr0.tides temporary, secure custody of juveni I es who are referred 
by I aw enforcement agencies. 

• The Public Works Department is responsible for the administration, engineering, maintenance and 
construction of the County's roads, bridges, bi keways, sanitation, drainage, and flood control 
facilities, aversight and engineering for solid waste disposal services, recycling programs and 
construction management services. The Department administers the real property, surveyor, and 
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development review programs, as well as manages various Board-gcNemed special districts and 
County road and sanitation service areas and the Live Oak Parking Program. 

• During the past year, the Sheriff's Office impraved their staffing levels and implemented 2l5' 
Century Policing. Using the President's Task Force on 2l5' Century Policing implementation guide, 
the Sheriff's Office is well on its way to impementing all 79 recommendations organized around 
the six Task Force pi 11 ars. 

The County's new grant-funded Recavery Center has been very successful as it saves staff 
timeworkingwith adult pullic inelxiates who would otherwise be housed in the county jail. 
This enables patrol officers to get back on the streets faster to deal with more serious issues. 
During the first 12 months of operation, 551 i nebriants were brought into the Center. 

The Rountree Rehabilitation and Re-Entry Facility Project has entered the design phase of this 
rencwati on prqj ect. The nre•<:Pr1t I ity 11 renovated and P'>tr"ArniPrl with more 

11 ion B of and Community r · r,r,,,,rti 1 

• Santacruz County remained under quarantine for Light BravvnAppe Moth and Sudden Oak Death. 
The office of the Agricultural Commissioner worked to prevent the spread of those pests, the 
introduction of new pests, and to prctect the ability of the industry to export commodities. 

• The Health Services Agency (HSA) service areas include: Public Health and Environmental Health, 
Federally Qualified Health Centers (FQHC), Mental Health, Substance Abuse treatment and 
i ndi gent heal th care. 

H SA opened a clinic in W atsonvi 11 e that pravi des integrated care including dental services. Over 
248,283 heal th vi sits were pravi ded to approxi rnately 93, CXX) Santa Cruz residents. Environmental 
Health prcwided 10,300 inspections as well as pravided aversight of site monitoring and clean-up 
activities at 94 contaminated properties. H SA integrated a Food F aci I ity Inspection Results webpage 
into the County's Citizen Connect application to allavv viewing mobile devices and impemented a 
County wide Electronic Health Record (EHR) for both mental health and substance use disorder 
services. 

• The Human Services Department is heavily leveraged 0\/ federal and state funding and pravides 
a wide range of safety net services to protect the county's rnost vul nerall e populations and 
pravide assistance to those struggling financially. Approximately 91,CXX) people within the 
county struggle with paverty and the lack of health insurance and receive benefits from one or 
more pull i c assistance programs, including food assistance ( Cal Fresh), medical insurance 
(Medi-Cal) and cash aid (CalWorks and General Assistance). A number of new strategies to 
increase Cal FRESH parti ci pati on have been implemented. 

A significant change to chi Id welfare services is scheduled to begin imp ementati on in J anuary 
2017. A change in congregate care will be required with a strong emphasis on placing children 
and youth in family-based care with individualized mental health plans as appropriate. The 
department has been meeting with stakehd der groups to begin planning and has received new 
funding al I ocati ons to both prepare and create new resources. 

• The Personnel department has focused their efforts tcwards: 1) meeting the requirements of the 
Affordable Care Act through specialized recruitments for both the Health and Human Services 
Agencies, 2) achieving long term collective bargaining agreements with County labor unions, and 
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3) re--i nventi ng and modemi zing the i ntemal employee training programs and recruitment efforts to 
focus upon career devel opnnent, transi ti anal I eadershi p and succession planning. 

OTHER INFORMATION 

State statutes require an annual audit by independent Certified Public Accountants. The firm of B rcwn 
Armstrong was selected to audit the financial statements of the County's various funds and account 
groups, and has issued an unqualified ("Clean") opinion thereon. In addition to meeting the requirements 
of State law, the audit was also designed to comply with the federal Single Audit Act of 1984, and 
related OM B Circular A-133. The auditors' report on the financial statements is included in the financial 
section of this report. The auditors' reports related specifically to the single audit are included in a 
separate Single Audit Report. 

The Gavemment Finance Officers Association of the United States and Canada (GFOA) awarded a 
Certificate of Achievement for Excellence in Financial Reporting to the County of Santa Cruz for its 
Comprehensive Annual Financial Report for the fi seal year ended June 30, 2015. The Certificate of 
Achievement is a prestigious national award recognizing conformance with the highest standards for 
preparation of state and I ocal gavemment financial reports. 

A Certificate of Achievement is valid for a period of one year only. We believe that our current 
Comprehensive Annual Financial Report continues to meet the Certificate of Achievement program 
requirements, and we are sul:mitti ng it to the GFOA to determine its eligibility for another certificate. 

AUDITOR-CONTROLLER AC KNOW LEDGM ENTS 

I wish to express my appreciation to my Accounting Division and Audit Division, the County 
departments that parti ci pated i n the audit process, and B rcwn Armstrong for thei r contri buti ons, 
assistance, and guidance in the preparation of this report. 

Respectfully submitted, 

Edith Driscoll 
Auditor-Control I er-Treasurer-Tax Cd lector 
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INDEPENDENT AUDITOR'S REPORT 

To the Honorable Board ofS upervisors 
of the County of Santa Cruz 

Santa Cruz, California 

Report on the Financial Statements 

We have audited the accompanying financial statements of the governmental activities, the 
business--type activities, the discretely presented component unit, each major fund, and the 
aggregate remaining fund information of the County of S an1a Cruz, California (County), as of 
and fur the year ended June 30, 2016, and lhe related notes to the financial statements, which 
collectively comprise the County's basic financial statements as listed in the table of contents. 

Management's Responsibility for the Financial Statements 

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

Auditor's Responsibility 

Our responsibility is to express opinions on these financial statements based on our audit We 
conducted our audit in accordance with auditing standards generally accepted in the United 
States of America 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 of material misstatement 

An audit involves performing procedures to obtain audit evidence about the amount and 
disclosures in the financial statements. The procedures selected depend on the auditors' 
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 County's preparation and fair presentation of the 
financial statements in order to design audit procedures that are appropriate in the 
circumstances, but not fur the purpose of expressing an opinion on the effectiveness of the 
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. 

Opinions 

In our opinion, the financial statements referred to above present fairly, in all material respects, 
the respective financial position of the governmental activities, the business-type activities, the 
discretely presented component unit, each major fund, and the aggregate remaining fund 
information of the County as of June 30, 2016, and the respective changes in financial 
position, and where applicable, cash flows for the year then ended in conformity with 
accounting principles generally accepted in the United States of America. 
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Emphasis of Matter 

As disclosed in the Note l to the financial statements, the County adopted Governmental Accounting Standards 
Board (GAS B) Statement No. 72, Fair Value Measurement and Application, GAS B Statement No. 73, Accounting and 
Financial Reporting for Pensions and Related Assets that are not within the Scope of GAS B Statement No. 68, and 
Amendments to Certain Provisions ofGASB Statements No. 67 and No. 68, GASB Statement No. 76, Hierarchy of 
Generally Accepted Accounting Principles for State and Local Governments, and GASB Statement No. 79, Certain 
External Investment Pools and Pool Participants, during the fiscal year ended June 30, 2016. Our opinion is not 
modified with respect to the matter. 

Other Matters 

Required Supplementary Information 

Accounting principles generally accepted in the United States of America require that the Management's Discussion 
and Analysis pages 7-19, the respective Budgetary Comparison for the General Fund and the Housing Fund on 
pages 112-l 22, and the County's Retirement Plans' Schedule of Changes in the Net Pension Liability and Related 
Ratios and the Schedule of Contributions on pages 123-124 and Other Postemployment Benefit (OPE B) schedules of 
funding progress on page 125 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 County's basic financial statements. The introductory section, combining and individual non-major fund financial 
statements and schedules, and statistical section are presented for purposes of additional analysis and are not a 
required part of the basic financial statements. 

The combining and individual non-major fund financial statements and schedules 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 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 and individual non-major fund 
financial statements and schedules are fairly stated in all material respects in relation to the basic financial 
statements taken as a whole. 

The introductory and statistical sections have not been subjected to the auditing procedures applied in the audit of the 
basic financial statements and schedules and, accordingly, we do not express an opinion or provide any assurance 
on them. 

Other Reporting Required by Government Auditing Standards 

In accordance with Government Auditing Standards, we have also issued our report dated December 16, 2016, on 
our consideration of the 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 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 
County's internal control over financial reporting and compliance. 

Bakersfield, California 
December 16, 2016 
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COUNTY OF SANTA CRUZ 
MANAG EMENT"S DISCUSS ION AND ANALYSIS 

JUNE 30, 2016 

This section of the County of Santa Cruz (the "County") Comprehensive Annual Financial Report presents 
a discussion and analysis of the County's financial performance during the fiscal year endedJ une 30, 2016. 
Please read it in conjunction with the transmittal letter at the front of this report and the County's basic 
financial statements following this section. 

FINANCIAL HIGHLIGHTS 

• The assets plus deferred outflows of resources of the County exceeded liabilities plus deferred 
inflows of resources at the close of the 201 5-2016 fiscal year by $185,631,556 (net position). Of 
this amount, a negative amount of $376,102,990 is unrestricted, $64,269,660 is restricted for 
specific purpose (restricted net position), and $497,464,886 is the net investment in capital assets. 

• The County's total net position increased by $11,996,745. This increase was primarily due to the 
County's General Revenues of $137.2 million exceeding the net operating expense of $126.1 
million, plus a net prior period adjustment of negative $125,210. 

• As ofJ une 30, 2016, the County's governmental funds reported combined ending fund balances of 
$176,505,441 , an increase of $9,296,077 in comparison with the prior year. Revenues increased 
by approximately $18 million, $9 million from taxes, $2 million from Federal and State Aid and $6.7 
million from charges for services. Expenditures increased by 4.44% or $20,163,913, half of which 
resulted from additional costs in support of the Affordable Care Act for Public Assistance and the 
other half resulted from additional staffing in the She riffs Division as well as increases in 
professional and computer charges for public protection. Proceeds from the issuance of bonds 
provided $9.9 million of revenue under other financing sources. 

• At the end of the fiscal year, the general fund reported an ending fund balance of $51,736,019, of 
which $751,039 was nonspendable, $17,251,089 was committed, $33,767,098 was assigned, 
and $(33,207) was unassigned, as shown on page 33. 

OVERVIEW OF THE FINANCIAL STATEMENTS 

This discussion and analysis is intended to serve as an introduction to the County's basic financial 
statements. The County's basic financial statements are comprised of three components: (1) Government­
wide financial statements, (2) Fund financial statements, and (3) Notes to the basic financial statements. 
Required Supplementary Information is included in addition to the basic financial statements. 

Government-wide Financial Statements 

The government-wide financial statements are designed to provide readers with a broad overview of the 
County's finances, in a manner similar to a private-sector business. 

The statement of net position presents information on all County assets, deferred outflows of resources, 
liabilities and deferred inflows of resources, with the difference in assets plus deferred outflows of resources 
and liabilities plus deferred inflows ofresources reported as net position. Overtime, increases or decreases 
in net position may serve as a useful indicator of whether or not the financial position of the County is 
improving or deteriorating. 

The statement of activities presents information showing how the County's net position changed during 
the most recent fiscal year. All changes in net position are reported as soon as the underlying event giving 
rise to the change occurs, regardless of the timing of the related cash flows. Thus, revenues and expenses 
are reported in this statement for some items that will only result in cash flows in future fiscal periods, such 
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as revenues pertaining to uncollected taxes and expenses pertaining to earned but unused vacation and 
sick leave. 

Both of these government-wide financial statements distinguish functions of the County that are principally 
supported by taxes and intergovernmental revenues (governmental activities) from other functions that are 
intended to recover all or a significant portion of their costs through user fees and charges (business-type 
activities). The governmental activities of the County include general government, public protection, public 
ways and facilities, health and sanitation, public assistance, education, and recreation and culture. The 
business-type activities of the County include the County Disposal Sites CSA 9C, and the following Board 
ofS upervisor Governed Districts: Boulder Creek CSA 7, Rolling Woods CSA 10, Septic Tank Maintenance 
CSA 12, Freedom County Sanitation District, Davenport Sanitation District, Place de Mer CSA 2, Sand 
Dollar Beach CSA 5, Trestle Beach CSA 20, S ummitWestCSA 54, and Graham Hill CSA 57 operations. 

Component units are included in our basic financial statements and consist of legally separate entities for 
which the County is financially accountable and that have substantially the same board as the County or 
provide services entirely to the County. The Santa Cruz County Sanitation District is reported as a discretely 
presented component unit of the County. The District is managed by the County Department of Public 
Works and provides sanitation services to a portion of the unincorporated areas of the County. For more 
detail, please referto the Sanitation District's separately issued financial statements. 

The government-wide financial statements can be found on pages 25-26 of this report 

Fund Financial Statements 

The fund financial statements are designed to report information about groupings of related funds which 
are used to account for resources that have been segregated for specific activities or objectives. The 
County, like other state and local governments, uses fund accounting to ensure and demonstrate 
compliance with finance-related legal requirements. All of the funds of the County can be divided into three 
categories: governmental funds, proprietary funds, and fiduciary funds. 

Governmental funds are used to account for essentially the same functions reported as governmental 
activities in the government-wide financial statements. Most of the County's basic services are reported in 
the governmental funds. The governmental funds financial statements focus on (1) how cash and other 
financial assets can readily be converted to available resources and (2) the balances left at year-€nd that 
are available for spending. Such information may be useful in determining what financial resources are 
available in the near future to finance the County's programs. 

Because the focus of governmental funds is narrower than that of the government-wide financial 
statements, it is useful to compare the information presented for governmental funds with similar information 
presented for governmental activities in the government-wide financial statements. By doing so, readers 
may better understand the long-term impact of the government's near-term financing decisions. Both the 
governmental funds balance sheet and the statement of revenues, expenditures, and changes in fund 
balances provide a reconciliation to facilitate this comparison between the governmental funds and 
governmental activities. 

The County maintains several individual governmental funds organized according to their type (general, 
special revenue, and capital projects). Information is presented separately in the governmental funds 
balance sheet and the statement ofrevenues, expenditures, and changes in fund balances forthe General 
Fund, Housing Fund, and the Capital Projects Fund, which are considered to be major funds. Data from 
the remaining governmental funds are combined into a single, aggregated presentation. Individual fund 
data for each of the nonmajor governmental funds is provided in the form of combining statements 
elsewhere in this report 

The governmental funds financial statements can be found on pages 33-36 of this report 

Proprietary funds are used to account for services for which the County charges customers-either 
outside customers or internal units or departments of the County. Proprietary funds provide the same type 
of information as shown in the government-wide financial statements, only in more detail. The County 
maintains the following two types of proprietary funds: 
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• Enterprise funds are used to report the same functions presented as business-type activities in 
the government-wide financial statements. The County enterprise funds used to account for the 
operations of the County include the County Disposal Sites CSA 9C, and the following Board of 
Supervisor Governed Districts: Boulder Creek CSA 7, Rolling Woods CSA 10, Septic Tank 
Maintenance CS A 12, Freedom County Sanitation District, Davenport Sanitation District, Place de 
Mer CSA 2, Sand Dollar Beach CSA 5, Trestle Beach CSA 20, S ummitWestCSA 54, and Graham 
Hill CSA 57 operations. 

• Internal Service funds are an accounting device used to accumulate and allocate costs internally 
among the County's various functions. The County uses internal service funds to account for its 
central duplicating, information services, public works, service center, and insurance (risk 
management, dental and health, liability and property, workers' compensation, employee benefit 
staffing, and state unemployment insurance) functions. Because these services predominantly 
benefit governmental rather than business-type functions, they have been included within 
governmental activities in the government-wide financial statements. The internal service funds are 
combined into a single, aggregated presentation in the proprietary fund financial statements. 
Individual fund data for the internal service funds is provided in the form of combining statements 
elsewhere in this report 

The proprietary funds financial statements can be found on pages 39-43 of this report. 

Fiduciary funds are used to account for resources held for the benefit of parties outside the County. 
Fiduciary funds are not reflected in the government-wide financial statements because the resources of 
those funds are not available to support the County's own programs. The fiduciary funds the County 
maintains are agency, investment trust funds and private purpose trust funds. Since these funds are 
custodial in nature, they do not involve the measurement of results of operations. 

The fiduciary funds financial statements can be found on pages 47-49 of this report. 

Notes to the Basic Financial Statements 

The notes to the basic financial statements provide additional information that is essential to a full 
understanding of the data provided in the government-wide and fund financial statements. The notes to 
the basic financial statements can be found on pages 55-108 of this report. 

Required Supplementary Information (other than MD&A) 

In addition to the basic financial statements and accompanying notes, this report presents certain required 
supplementary information concerning the County's general fund budgetary comparison schedule and 
progress in funding its obligation to provide pension benefits to its employees and other post-employment 
obligations to retirees. 

The County adopts an annual budget, which is a compilation of operating budgets from individual functional 
units within the General Fund, Special Revenue Funds, Capital Projects Funds and Proprietary Funds. 
Budgets are adopted for all funds except for Fiduciary Funds and certain special revenue funds, namely 
the Financing Authorities and the Geological Hazard Abatement Districts. A budgetary comparison 
schedule has been provided forthe General Fund and Housing Fund to demonstrate compliance with these 
budgets. These can be found on pages 112-152 of this report. 

Combining Statements and Schedules 

The combining and individual fund statements and schedules referred to earlier in connection with non major 
governmental funds, enterprise and internal service funds, and fiduciary funds are presented immediately 
following the required supplementary information. 
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Analysis of Net Position 

Governmental Activities Business-Type A<:tivities Total 

2016 2015 2016 2015 2016 2015 Dollar Change 

Assets: 

Current and other assets $311,584,401 $309,211,659 $ 18,056,250 $ 18,640,660 $329,640,651 $327,852,319 $ 1,788,332 

Capita! assets 523,811,841 527,193,040 28,681,397 28,826,053 552,493,238 556,019,093 (3,525,855) 

Total assets 835,396,242 836,404,699 46,737,647 47,466,713 882,133,889 883,871,412 (1,737,523) 

Deferred outflow of resources 76,241,498 28,003,093 1,349,869 501,145 77,591,367 28,504,238 49,087,129 

Liabilities: 

Current and other liabilities 138,499,186 146,433,123 1,319,588 2,834,623 139,818,774 149,267,746 (9,448,972) 

long-term liabilities 540,332,568 512,342,688 1B,54B,90B 11,514,368 558,881,476 523,857,056 35,024,420 

Tota1 liabilities 678,831,754 658,775,811 19,868,496 14,348,991 698,700,250 673,124,802 25,575,448 

Deferred inflow of resources 74,068,177 64,462,413 1,325,273 1,153,624 75,393,450 65,616,037 9,777,413 

Net position: 

Net investment in capita! assets 468,998,543 484,645,845 28,466,343 28,585,040 497,464,886 513,230,885 {15,765,999) 

Restricted 63,879,879 55,855,901 389,781 260,379 64,269,660 56,116,280 B,153,380 

Unrestricted (374,140,613) (399,332,178} (1,962,377) 3,619,824 (376,102,990) (395,712,354} 19,609,364 

Tota1 net position $158,737,809 $141,169,565 $ 26,893,747 $ 32,465,243 $185,631,556 $173,634,511 $ 11,996,745 

Analysis of Net Position 

As noted earlier, net position may serve overtime as a useful indicator of a government's financial position, 
For the County, assets plus deferred outflows of resources exceed liabilities plus deferred inflows of 
resources by $185,631,556 at the close of the 2015--2016 fiscal year, 

The portion of the County's net investment in capital assets, $497,464,886 (268% ), reflects its investment 
in capital assets (e,g,, land, building and structures, and equipment) less accumulated depreciation in the 
amount of $552,493,238 , less the related debt of $55,028,352 used to acquire those assets that is still 
outstanding, The County uses these capital assets to provide services to citizens; consequently, these 
assets are not available for future spending, Although the County's investment in its capital assets is 
reported net of related debt, it should be noted that the resources needed to repay this debt must be 
provided from other sources, since the capital assets themselves cannot be used to liquidate these 
liabilities, 

An additional portion of the County's net position, $64,269,660 (35% ), represents resources that are 
subject to external restrictions on how they may be used, Of the total, 2836 is restricted for capital asset 
acquisition, 50% is dedicated to public roads and facilities, 13% is restricted for public safety and the rest 
is restricted for debt service, health and various County imposed purposes, 

The County's unrestricted net position of $(376, 102,990) increased by $19,609,364,00 from the prior 
year, This amount consists of all net position that does not meet the definition of restricted net position or 
net investment in capital assets, The majority of negative unrestricted net position is primarily the result of 
the County's unfunded pension and OP EB obligations, due to the implementation of GAS BS tatement Nos, 
68 and 71, offset by positive unrestricted net position predominantly in the County's General Fund, 
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Changettl Net?osition 

Gavemrne:n1Bl Ac1wI1Ies Business-Type Ac1wI11es Total 

2016 2015 2016 2015 2016 2015 Dollar Change % 
Revenues 
Program Revenues 

Charges for services s 84 244 859 77 822 965 14 763 103 13 933 450 s 99 007 962 s 91 756 415 7 251 547 7&% 
OPfiatmg grantsam:l cru11nlJU1mns 244 015 870 243 896 303 489 547 225 933 244 505 417 244 122 236 383 181 02% 
CapI1al grantsam:l cru11nlJU1mns 8 797 922 7 006 159 128 950 117549 8 926 872 7 123 708 1803164 253.% 

General Revenues 
100 143 100 93 563 299 29 005 27 156 100 172 105 93 590 455 6 581 650 70% 
24 256 363 21830 572 24 256 363 21830 572 2 425 791 111% 

Jnves1ment earnings 4 096 111 3 473 414 49 055 3 926 032 3 522 469 403 563 115% 
Miscellaneous 9 459 671 10 278 920 566 966 9 791 702 10 845 886 (1 054 -&7% 
Grun {Loss) on sale of assels 97 990 97 990 #DIV/0I 

Total revenues 475111886 457 871632 15 572 558 14 920 109 490 684 444 472 791 741 17892703 

E~V£l1Ses 
General gavemme11 35 068 404 33 543 710 s 35 068 404 s 33 543 710 1524694 
PublK: protection 141 369 586 131718318 141 369 586 131718318 9 651 268 
PublK: 28 271 471 32 899 567 28 271 471 32 899 567 
Heal1h sanI1a11on 114 208 716 108 998 615 114 208 716 108 998 615 
PublK: ass;s1ance 126 834429 116901808 126 834429 116901808 9 932 621 
Educa11on 6 004 573 5 536 920 6 004 573 5 536 920 467 653 
RecrEa1JGn and cu11ural services 8 899 980 7 202 397 8 899 980 7 202 397 1 697 583 
J111eres1 on long-teundebl 2 763 791 3 306 746 2 763 791 3 306 746 
County Disposal Sites CSA 12 017 848 11785387 12 017 848 11785387 
Baukler Cl"E€k CSA 362 488 332 137 362 488 332 137 30 351 
Rolling Woods CSA 14 939 12 436 14 939 12 436 2 503 
Sep11c Tank MaIn1enance CSA 1089609 1 058 403 1089609 1 058 403 31 206 
Freedom County SarntatIan District 807 796 964 940 807 796 964 940 (157 144) 

District 518 219 656 114 518 219 656 114 (137 895) 
38 231 49 800 38 231 49 800 (11 569) 

Sand DoilarBeach CSA 236 652 274 512 236 652 274 512 (37 860) 
Trestle Beach CSA 45 085 51369 45 085 51369 (6 284) 
SumnutWest CSA 121 135 121 135 (14) 
Graham Hill CSA 10 552 34 931 10 552 34 931 (24 379) 

Total expenses 463 420 949 440 108 081 15 141 540 15 220 164 478 562 489 455 328 245 23 234 244 

Revenues OVEf!(under) €J(pendItures 11690937 17 763 551 431 018 (300_055) 12 121 955 17 463 496 (5341541) 

Transfers (5_972_514) 5 972 514 

Change m ne1 posI1lon 11690937 11791037 431 018 5 672 459 12 121 955 17 463 496 (5341541) 

Net pasl1mn, IJegtnningofyear 141 169 568 462 497 879 32 465 243 32 754 310 173 634 811 495 252 189 
PnorPfiKJd adJus1ment 5 877 304 (333_119_348) (6 002 514) (5_961_526) (125 210) (339_080_874) 

Net pDsilmn, elld of year 158 737 809 s 141169 568 26 893 747 32 465 243 185 631 556 s 173634811 

Analysis of Change in Net Position 

During the current fiscal year, the County's net position increased by $11,996,745 . These increased are 
explained in the governmental and business-type activity discussion below. 

• G overnrnental activities increased the County's net position by $17,568,241 , accounting for 
146% of the total increase in net position of the County. The County recorded a prior period 
adjustment in the amount of $5,877,304, of which $647,635 was an adjustment to the capital asset 
beginning balances, negative $772,845 was an adjustment to reclassify a revenue payment that 
was for payment of loan principle, and $6,002,514 was for the realignment of long terrn liabilities 
related to the County Disposal Site CSA 9C. 

The change in net position before the prior period adjustment for governmental activities was 
$11,690,937. Revenues increased by $17.2 million frornthe prior year. There was an increase to 
Charges for Services in the amount of $6.4 million primarily due to increases in medical and clinic 
charges and development fees. There was also an increase of $9 million in Property Taxes and 
other taxes compared to the prior year. 

• Expenses overall increased by 23,312,868. Public Protection increased by $9.6 million, with $4 
million corning frorn the Sheriffs department for staffing, $1 million frorn the District Attorney's 
department for payroll increases, $1 million from Emergency Services for Capital Assets, and 
various other increases coming from the Probation department and the Agricultural Commissioner. 
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Health Services increased by $5 million due to increased staffing and physician fees, and increases 
in cost plan allocations. Public Assistance increased by $9.9 million over the prior year. There 
were staffing increases primarily associated with the Affordable Care Act in the amount of $5.3 
million. The remaining increases were in data processing and software purchases, as well as 
interdepartmental charges and support services. 

• Business-type activities decreased by $(5,571,496) over the prior year. Expenses decreased 
by (78,624), while revenues increased 652,449. The difference in net position was primarily due 
to a Transfer In to the County Disposal Site CSA 9C fund from the Financing Authorities in the 
amount of $5,972,514 in the prior year. This was reversed in the currentyearthrough a prior period 
adjustment 

FINANCIAL ANALYSIS OF THE COUNTY'S FUNDS 

As noted earlier, the County uses fund accounting to ensure and demonstrate compliance with financial 
related legal requirements. 

Governmental Funds 

The focus of the County's governmental funds is to provide information on near-term inflows, outflows, and 
balances of spendable resources. Such information is useful in assessing the County's financing 
requirements. In particular, unassigned fund balance may serve as a useful measure of a government's net 
resources available for spending at the end of the fiscal year. Types of governmental funds reported by the 
County include the general fund, special revenue funds, debt service funds, and capital project funds. 

At June 30, 2016, the County's governmental funds reported combined ending fund balances of 
$176,505,441 , an increase in comparison with the prior year. The components of total fund balance are 
as follows (see Note 19- Fund Balances). 

• Nonspendable fund balance, $751,039, are amounts that are not spendable in form, or are legally 
or contractually required to be maintained intact, and are made up of (1) inventory, pre pa ids, and 
imprest cash of $475,042, and (2) advances and loans of $275,997 

• Restricted fund balance, $124,769,422, consists of amounts with constraints put on their use by 
externally imposed creditors, grantors, contributions, laws, regulations, or enabling legislation. 
Examples of restrictions on funds are those for (1) purpose of fund (i.e., flood control, library) of 
$39,834,677, (2) Loans of $61,506,840, (3) assets held for sale $1,643,891, (4) debt service of 
$4,088,084, and (5) amounts restricted for capital asset acquisition of $17,695,930. 

• Committed fund balance, $17,251,089 , are amounts for specific purposes determined by the 
Board of Supervisors, which includes Natural Disasters of $1,251,089, Working Capital of 
$6,000,000 and Economic Uncertainty of $10,000,000. 

• Assigned fund balance of $33,767,098 represents amounts thatare intended for specific purposes 
and are established by the Board ofS upervisors or an official or body delegated by the governing 
body. Examples of assigned fund balances are (1) federally qualified health programs of 
$14,229,750, (2) structural deficit of $6,632,662, (3) projected budgetary deficit of $8,149,727, (4) 
liabilities of $1,500,000, (5) human services of $460,000 and (6) salary savings of $2,794,959. 

• Unassigned fund balance is currently $(33,207) 

Revenues for governmental functions totaled 475,226,097 in fiscal year 2015-2016, which represents an 
increase of $17,521,130 , or 3.8% from fiscal year 2014-2015. Expenditures for governmental functions 
totaling $474,754,043 increased by $20,163,913 , or 4.44%, from fiscal year 2014-2015. In the fiscal year 
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2015--2016, revenues for governernnetal functions exceeded expenditures by by $472,054 . Other 
financing sources, including interfund, exceeded other financing uses by $10,633,492 . 

The general fund is the primary operating fund of the County. AtJ une 30, 2016, the general fund's total 
fund balance was $51,736,019, of which $751,039 was nonspendable, and $50,984,980 was spendable. 
The spendable fund balance consists of $17,251,089 in cornrnitted fund balance, $33,767,098 in assigned 
fund balance, and $(33,207) in unassigned fund balance. As a measure of the general fund's liquidity, it 
rnay be useful to compare both total fund balance and spendable fund balance to total fund expenditures. 
Total fund balance is 12.5% of total General Fund expenditures while spendable fund balance is 12.4% of 
total General Fund expenditures. 

The Housing Fund is a rnajorfund of the County. AtJ une 30, 2016, the Housing Fund's total fund balance 
was $79,600,179. The spendable (restricted) fund balance amount was 79,600,179 , a increase of 
$60,925,061.00 frorn the prior year, due to reclassification of items erroneously classified as nonspendable 
in the prior year. 

The Capital Projects fund balance of 6,790,774 was spendable (restricted) atJ une 30, 2016, a decrease 
of $2,104,232 from the prior year. The decrease was due to a reduction in capital outlay expenses as 
rnany projects were completed in the prior year. 

The following table presents the amount of revenues from various sources as well as increases or 
decreases from the prior year for all governmental funds: 

Revenues Classified by Source 

Governmental Funds 

2016 % of Total 2015 %ofTotal Change 

Taxes $ 124,399,463 26.18% $ 115.393,871 25.21% $ 9,005,592 

Licenses and permits 11,880.505 2.50% 11.052,751 2.41% 827,754 

Fines, forteits and penalties 3,630.182 0.76% 4,720.450 1.03% (1.090,268) 

Use of money and property 4,082.536 0.86% 3,417,281 0.75% 665,255 

Aid from other governments 252,813.792 53.20% 250.902.462 54.82% 1,911,330 

Charges for services 68,734.172 14.46% 62.049,764 13.56% 6,684.408 

other 9,685.447 2.04% 10. 168,388 2.22% (482,941) 

Total $ 475.226.097 100.00% $ 457.704.967 100.00-010 $ 17.521.130 

Revenues increased by $17.52 million over the prior year. There was a $9 million increase in taxes, 
consisting of $6 million in property taxes, $0.6 million in transient occupancy taxes, $1.5 million in cannabis 
business taxes, and the rest in various other taxes. 

Charges for services increased by another $6.6 million. The majority of the increase was primarily 
outpatient clinic fees and other patient revenues. 

The following table presents expenditures by function compared to prior year amounts for all governmental 
funds: 
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Expenditures Classified by Source 

Governmental Funds 

2016 % of Total 2015 % of Total Change 

General government $ 31,414,275 6.62% $ 32,531,910 7.16% $ (1,117,635) 

Public protection 146,434,409 30,84% 137,892,679 30,33% 8,541,730 

Public ways and facilities 20,248,707 4.27% 24,439,623 5.38% (4,190,916) 

Health and sanitation 117,040,655 24,65% 111,509,092 24,53% 5,531,563 

Public assistance 130,035,199 27.39% 119,199,304 26.22% 10,835,895 

Education 5,792,972 1,22% 5,324,908 U7% 468,064 

Recreation and culture 8,666,549 1.83% 7,155,804 1.57% 1,510,745 

Capital outlay 7,607,154 1,60% 9,305,670 2,05% (1,698,516) 

Debt Service - bond redemption 4,744,166 1.00% 3,991,789 0.88% 752,377 

Debt Service -lnterest and fiscal charges 2,769,957 0,58% 3,239,351 0,71% (469,394) 

Total $ 474,754,043 100,00% $ 454,590,130 100,00% $ 20,163,913 

Overall expenditures increased by $20.16 million. Half of the increase was generated by the public 
assistance function. Salaries increased by $5 million to support the requirements of the Affordable Care 
Act (ACA), and other community program appropriations increased by $3.6 million. The rest of the public 
assistance increases were from computer and software costs and interdepartmental allocations. 

Public protection accounted for an $8.5 million increase over the prior year. There was an increase of $6 
million due to payroll and staffing increases. There was another $1.5 million increase in professional 
services and public defender costs overthe prior year. The restwas due to data processing fees, software 
costs and other services. 

Health and sanitation had an increase of $5.5 million over the prior year. Staffing and salary increases 
accounted for $3 million of this increase, and the rest was from medical professional services and physician 
services. 

Public ways and facilities decreased by $4 million because road projects were reduced due to sizeable 
decreases in gas taxes. 

Other financing sources and uses are presented below, including changes from the prior year. In 2015-16, 
lease revenue bonds were issued in the amount of $9,945,000. There was also a refunding of the 2004 
certificates of participation. The amount of $13,097,459 was paid to the escrow agent for the 2004 bonds 
and bonds were issued in the amount of $13,770,000. Referto Note No. 10 for more information on long 
term debt. 

Transfers in and out are detailed in Note No. 5. 
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Expenditures Classified by Source 

Governmental Funds 

2016 % of Tota! 2015 % of Tota! Change 

Proceeds of long-term debt $ 9,945,000 93.53% $ 0.00% $ 9,945,000 

Bond premium/discount 60,130 0.57% 0.00% 60,130 

Inception of capital lease 69,685 0.66% 92,808 -1.47% (23,123) 

Sale of general capital assets 97,990 0.92% 0.00% 97,990 

Original issue costs 13,770,000 129.50% 0.00% 13,770,000 

Payment to refunding escrow agent {13,097,459) -123.17% 0.00% (13,097,459) 

Transfers in 17,488,965 164.47% 12,312,257 -195.39% 5,176,708 

Transfers out {17,700,819) -166.46% {18,706,361) 296.87% 1,005,542 

Total $ 10,633,492 100.00% $ (6,301,296) 100.00% $ 16,934,788 

The current year excess (deficiency) of revenues and other financing sources over (under) expenditures 
and other financing uses is presented below: 

STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCES 
GOVERNMENTAL FUNDS 

Major Funds 

Nonmajor Total 

General Housing Capital Projects Governmental Governmental 

Fund Fund Fund Funds Funds 

Revenues $ 422,045,884 $ 5,466,310 $ 570,866 $ 47,143,037 $ 475,226,097 

Expenditures (412,306,884) (5,050,494) (7,607,154) (49,789,511) (474,754,043) 

Net other financing sources/( uses) (8,207,862) 97,990 4,932,056 13,811,308 10,633,492 

Net change in fund balances 1,531,138 513,806 (2,104,232) 11,164,834 11,105,546 

Fund balances, beginning (restated) 50,204,881 79,086,373 8,895,006 27,213,635 165,399,895 

Fund balances, ending 51,736,019 79,600,179 6,790,774 38,378,469 176,505,441 

Proprietary Funds 

The County's proprietary funds provide the same type of information found in the government-wide financial 
statements, but in more detail. 

The business-type activities had total net position of 26,121,191 atJ une 30, 2016, of which (2,734,933) 
was unrestricted. 

The following table shows the enterprise funds' actual revenues, expenses and results of operations forthe 
current fiscal year: 
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Major Funds 

County Disposal Nonmajor lnternal Service 

Sites CSA 9c Funds Total Funds 

Operating Revenues $ 11,717,475 $ 3,385,352 $ 15,102,827 $ 68,158,554 

Operating Expenditures (12,367,711) (3,181,211) (15,548,922) (63,586,240) 

Net operating income (loss) (650,236) 204,141 (446,095) 4,572,314 

Net nonoperating revenues/( expenditures) 318,838 150,893 469,731 4,389 

Change in net position (331,398) 355,034 23,636 4,576,703 

Net position - Beginning of year, as restated 10,765,050 15,332,505 26,097,555 (42,350,673) 

Net position - end of Year $ 10,433,652 $ 15,687,539 $ 26,121,191 $ (37,773,970) 

Total enterprise fund net position decreased by $5,978,878 , Operating revenues of $15,102,827 
increased by $603,958 over the prior fiscal year, Operating expenses of $15,548,922 increased by 
$280,139 over the prior year, mostly from overhead costs, 

There was a restatement of the beginning net position in the amountof$(6,002,514) as a result of the prior 
period adjustment for debt realignment as mentioned above, 

The Internal Service fund net position increased by $4,576,703 over the prior fiscal year, This was due to 
increases in revenue for internal billings from Information Services, Public Works and Self-Insurance funds, 

GENERAL FUND BUDGETARY HIGHLIGHTS 

Afterthe adoption of the 201 5-2016 fiscal year budget, the original General Fund budget was increased by 
$6,540,869 during the year, not including transfers out Approximately $1 million was from the Sheriffs 
division for additional financial resources made available from year-€nd budget adjustments, An additional 
$2 million came from the State of California Housing and Development for use by the Planning department's 
grant programs, Another half million was reappropriated from fund balance for additional fixed assets for 
the County Fire department Public Assistance accounted for another $2,5 million increase in 
appropriations primarily from the California Department of Social Services to fund CalWorks and other 
assistance programs, 

The 2015-2016 total expenditures were $22,123,108 , or 5.7%, greater than the prior fiscal year, not 
including transfers, Nine million was due to increased spending in Public Protection for additional staffing 
for the She riffs division and overall expenditures in the She riffs Detention division, District Attorney salary 
increases, and increased salary expenditures in the Probation department Six million came from the 
Health Services Agency, which had a $3 million increase in Salaries expenditures and another $3 million 
in Other Charges, Public Assistance expenditures were $7,8 million overthe prior fiscal year, 6 million from 
salaries and benefits and the rest from categorical aids expenditures, 

General Fund actual revenues were $26,597,522 lowerthan the original budget The majority of this was 
due to a difference of $24 million from the original budget originating from Transfers In, plus $7 million less 
than budget for charges for services, offset by a $6 million increase in tax revenue over budget 

For additional information, readers should referto the letter of transmittal, 
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CAPITAL ASS ET AND DEBT ADMINISTRATION 

Capital Assets 

The County's capital assets for its governmental and business-type activities as of June 30, 2016 totaled 
$552,493,234 (net of accumulated depreciation of $435,446,002). These capital assets include land, 
construction in progress, infrastructure, buildings and structures, and equipment. There was a 0.6% 
decrease in the County's capital assets for the 2015-2016 fiscal year in the amount of $3,525,859. 

For government-wide financial statement presentation, all depreciable capital assets were depreciated from 
acquisition date to the end of the 2015-2016 fiscal year. 

Fund financial statements record capital asset purchases as expenditures. 

Capital assets for the governmental and business-type activities are presented below to illustrate changes 
from the prior year: 

Governmental Activities Business-Type Activities Tota! 

2016 2015 2016 2015 2016 2015 

Laod $ 63,586,616 $ 63,504,576 $ 1,BSB,649 $ 1,656,649 $ 65,447,465 $ 65,363,427 

Construction in progress 9,232,635 9,996,562 496,335 6,266,765 9,729,170 16,265,367 

Infrastructure 616,696,271 610,143,609 616,696,271 610,143,609 

Buildings and structures 164,039,964 160,067,944 51,235,394 44,577,266 235,275,376 224,645,232 

Equipment 46,944,905 49,126,430 9,644,051 10,437,772 56,566,956 59,566,202 

Accumulated depreciation (400,692,770) (365,646,303) (34,553,232) (34,316,641) (435,446,002) (419,964,944) 

Total $ 523,811,841 $ 527,193,040 $ 28,681,397 $ 28,826,053 $ 552,493,238 $ 556,019,093 

Capital Assets decreased in Governmental Activities by $3.4 million. Infrastructure increased by $8.7 
million over the prior year, mostly for roads and drainage. Buildings and structures had an increase of 
approximately $4 million forthe completion of various construction projects. The increase to accumulated 
depreciation by $15 million accounted for the net decrease. 

Business-type capital assets decreased by $144,656. A $6 million construction project for the County 
Disposal CSA 9C fund was completed and moved from construction in progress to buildings and structures. 

Additional information on the County's capital assets can be found in Note No. 7 on pages 79-Sl of this 
report. 

Long-term Debt 

The County's long-term debt for governmental and business-type activities is presented below to illustrate 
changes from the prior year: 
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GovernmentalAdii;itie"s Busine"ss-Type Acthities Total 

2Dl6 2015 2Dl6 2015 2Dl6 2015 

Re"fimding certificates of prutidpation s 38.094.531 s 27,725.939 s s s 38.094.531 s 27,725.939 

Le"ase n·ve"nue" bonds 14.927.484 12,324.514 6.799.431 21.726,915 12,324.514 

Le"ase n·ve"nue" re"funding bonds L627.D52 l.69D.379 L627.D52 l.69D.379 

Ce"rtifirutes of prutidpation 13.389.529 27,266.386 13.389.529 27,266.386 

Re'Ye'llUe' bonds 135.DOD 165.0DO 135.DOD 165.0DO 

Loans pay;1bk- 57,668 98.456 286,714 448.965 344,382 547.421 

Capital le"ases 6.739,249 7.53D.755 4,614 654 6.743,863 7.53L4D9 

Total $ 74,970.513 s 76.8DlA29 $ 7,D9D.759 s 449,619 $ 82,D6L272 s 77.25LD48 

For the governmental activities, the County had total long-terrn debt outstanding of $74,970,513 as 
compared to $76,801,429 the prior year (excluding compensated absences and estimated claims), a 
decrease of $1,830,916. Refunding certificates of participation in the amount of $13,770,000 were issued 
to retire the balance of the 2004 certificates of participation in the amount of $12,945,000 plus issuance 
costs. New lease revenue bonds were issued in the amount of $9,945,000 to finance a variety of capital 
improvements. As stated in Note 10, the 2014 lease revenue bond was realigned to the County Disposal 
Site CS A 9C, a business-type activity, in the amount of $7,039,138, less retirements, to finance the addition 
ofa module at the County's Buena Vista sanitary landfill site. Debt retirement, not including bonds retired 
through refinancing, amounted to $5.8 million. 

For the business-type activities, the County had total long-term debt outstanding of $7,090,759 as 
compared to $449,619 in the prior year (excluding post-dosure liability), an increase of $6,641,140, due 
primarily from the above-mentioned realignment of the 2014 lease revenue bond. Bond retirement 
amounted to $403, 1 36 for the year. 

The County's total debt for all primary government activities increased by $4,810,224 or 6% during the 
current fiscal year (excluding compensated absences, estimated claims, and post-dosure liability). 

The County maintains a Standard & Poor's 'SP-1+' and a Moody's 'MIG 1' rating for short-term notes. 
Moody's has assigned its long-term rating on the County's general fund certificates of participation and 
lease revenue bonds of "A 1" and its Issuer Rating of "Aa3." This rating was last reviewed by Moody's in 
October 2016. Standard & Poor's has assigned its long-term rating on the County's general fund 
certificates of participation and lease revenue bonds of "AA". This rating was last reviewed by Standard & 
Poor's inJ une 2016. Such ratings reflect only the views of the rating agency and any desired explanation 
of the significance of such ratings should be obtained from the rating agency. 

The component unit, Santa Cruz Sanitation District, had total long-term debt outstanding of $17,373,151 
as compared to $20,344,123 in the prior year. This amount was comprised of $2,196,665 of Waste Water 
Revenue Refunding Bonds (including unamortized bond premium), $255,000 of Limited Obligation 
Refunding Improvement Bonds, and $14,921,486 of Loans Payable. During the year, retirement of debt 
amounted to $2,970,972. 

Additional information on the County's long-term debt can be found in Note No. 10 on pages 85-93 of this 
report. 
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FISCAL YEAR 2016-2017 BUDGET AND ECONOMIC CONDITIONS 

The following factors were considered in preparing the County's operating budget for fiscal year 2015--2016: 

• The budget is projecting a steady improvement in County revenues. For budget year 2016- 17, local 
Property Taxes, Transient Occupancy Taxes, and Retail Sales Taxes are estimated to grow in the 
3% range. The adopted budget estimates are on the conservative side of the range. 

• Total Governmental Fund revenues showed an increase of 1036, or $45 million, comparing 2016-
17 budget to 2015-16 actual revenues. The 2016-17 budget shows an increase in General Fund 
total revenues of 9%, or $37 million, compared to 201 5- 16 actual revenues. 

• The budget appropriations fortotal Governmental Fund expenditures for FY 16-17 includes a 17% 
increase, or $80.4 million, when compared to 2015-16 actual and a decrease of less than 1%, or 
$1.3 million, when compared to the prior year adjusted budget 

• As ofJ une 30, 2016, the available spendable General Fund balance was $51.1 million. Of this 
amount, $17.3 million was Committed and $33.8 million is Assigned, but remains available for 
appropriation. 

• There was an increase of 8.1 positions, 5 of which were in the newly created Office of Cannabis 
Licensing. 

REQUEST FOR INFORMATION 

This financial report is designed to provide a general overview of the County's finances for all those with an 
interest in the County's finances. Questions concerning any of the information provided in this report or 
requests for additional financial information should be addressed to the Auditor-Controller's Office, County 
of Santa Cruz, 701 Ocean Street, Room 100, Santa Cruz, CA 95060. 
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COUNTY OF SANTA CRUZ 
GOVERNMENT-WIDE FINANCIAL STATEMENTS 

STATEMENT OF NET POSITION 
JUNE 30, 2016 

Prima Government 

Governmental Business-Type Component 

Activities Activities Tota1 Unit 

ASSETS 

Cash and investments $ 190,296,596 $ 9,131,611 $ 199,428,207 $ 14,081,483 

Restricted cash 15,026, 16B 7,223,325 22,251,493 969,937 

Loans receivable 59,877,749 53,232 59,930,981 

Receivables, net 44,176,136 669,721 44,845,857 155,904 

Receivable from Component Unit 128,644 128,644 

Deposits with others 240,000 240,000 

Inventory 502,690 125,672 628,362 13,384 

Prepaid items 504,966 504,966 

Land he1d for resale 1,643,891 1,643,891 

Notes receivable 55,077 

Advances to other entities 38,250 38,250 

Internal balances (852,689) 852,669 

Capita! Assets: 
Nondepreciable assets 72,821,451 2,355,184 75,176,635 24,556,291 

Depreciable assets, net 450,990,390 26,326,213 477,316,603 111,312,526 

Total assets 635,396,242 46,737,647 682,133,689 151,144,602 

DEFERRED OUTFLOWS OF RESOURCES 

Deferred loss on bond refunding 742,500 742,500 

Deferred pensions 75,498,998 1,349,869 76,B4B,B67 

Total deferred outflows of resources 76,241,498 1,349,869 77,591,367 

LIABILITIES 

Payables 26,195,359 1,022,046 27,217,405 6,378,577 

Payable to primary government 128,644 

Accrued interest payable 960,050 960,050 135,076 

Tax and revenue anticipation notes payable 41,500,000 41,500,000 

Advances from granters and third parties 34,510,460 34,510,460 

Compensated absences 

Due within one year 21,647,797 21,647,797 

Due in more than one year 5,537,892 5,537,892 

Estimated claims: 

Due within one year 7,874,488 7,874,488 

Due in more than one year 31,129,640 31,129,640 

Other long-term liabilities 

Due within one year 5,611,032 297,542 6,108,574 3,062,801 

Due in more than one year 69,159,481 12,691,526 62,051,007 14,310,350 

OPES liability 118,348,505 118,348,505 

Net pension liability 316,157,050 5,657,382 321,814,432 

Total liabilities 678,831,754 19,868,496 696,700,250 24,015,448 

DEFERRED INFLOWS OF RESOURCES 

Deferred pensions 74,068,177 1,325,273 75,393,450 

Total deferred inflows of resources 74,066,177 1,325,273 75,393,450 

NET POSITION 

Net investment in capita! assets 468,998,543 28,466,343 497,464,866 118,495,668 

Restricted for: 

Debt service 4,0B8,0B4 4,0B8,0B4 969,937 

Capita! asset acquisition 17,695,930 17,695,930 

Public safety 8,135,269 8,135,269 

Health and public assistance 2,016,689 2,016,689 

Public ways and facilities 31,943,687 31,943,687 

Other 389,781 389,781 

Unrestricted (374,140,613) {1,962,377) (376,102,990) 7,663,549 

Total net position $ 158,737,809 $ 26,893,747 $ 185,631,556 $ 127,129,154 

See accompanying Notes to Basic Financial Statements. 
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COUNTY OF SANTA CRUZ 
GOVERNMENT-WIDE FINANCIAL STATEMENTS 

STATEMENT OF ACTIVITIES 

Functions/Programs 

Primary government 
Governmental activities: 

General government 

Public protection 

Public ways and facilities 

Health and sanitation 

Public assistance 
Education 

Recreation and cultural services 

Debt service 

Total govemmenta! activities 

Business-type activities: 
County Disposal Sites CSA 9C 
Boulder Creek CSA 7 

Rolling Woods CSA 10 

Septic Tank Maintenance CSA 12 

Freedom County Sanitation District 

Davenport Sanitation District 
Place de Mer CSA 2 
Sand Dollar Beach CSA 5 

TresUe Beach CSA 20 

Summit West CSA 54 

Graham Hill CSA 57 

Total business-type activities 

Total primary government 

Component unit: 

Santa Cruz County Sanitation District 

FOR THE YEAR ENDED JUNE 30, 2016 

Pro ram Revenues 
Fees, Fines Operating Capita! 
and Charges Grants and Grants and 

Expenses for Services Contributions Contributions 

3 35,068,404 3 19,052,777 3 2,986,224 3 1,523,631 
141,369,586 22,513,710 48,237,566 2,004,753 
26,271,471 4,928,994 6,537,270 5,269,538 

114,208,716 33,927,487 72,782,720 
126,634,429 700,153 113,371,189 

6,004,573 92,712 
B,699,980 3,121,738 6,189 
2,763,791 

463,420,949 84,244,859 244,015,870 B,797 ,922 

12,017 ,B4B 11,377,751 489,344 27,000 
362,488 461,736 

14,939 107,867 
1,089,609 1,074,140 

BO? ,796 845,074 
518,219 466,953 203 101,950 

38,231 87,150 
236,652 262,640 

45,085 45,869 
121 

10,552 33,923 

15,141,540 14,763,103 489,547 128,950 

$ 478,562,489 $ 99,007,962 $ 244,505,417 $ 8,926,872 

$ 21,851,595 $ 23,491,067 $ $ 1,586,016 

General Revenues 

Taxes: 

Property taxes 

Property transfer fees 

Sales and use taxes 

Transient occupancy taxes 

Other taxes 

Total taxes 

tnterest and investment earnings 

Ga!n/(!oss} on disposal of capital assets 

Miscellaneous 

Total general revenues 

Change in net position before prior period adjustment 

Net position - beginning of year 

Prior period adjustment (Note 21) 

Net position-beginning, as restated 

Net position - end of year 

See accompanying Notes to Basic Financial Statements. 
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Tota! 

3 23,564,632 
72,756,029 
16,735,602 

106,710,207 
114,071,342 

92,712 
3,127,927 

337,058,651 

11,894,096 
461,736 
107,867 

1,074,140 
845,074 
569,106 
87,150 

262,640 
45,869 

33,923 

15,381,601 

$ 352,440,252 

$ 25,077,083 



COUNTY OF SANTA CRUZ 
GOVERNMENT-WIDE FINANCIAL STATEMENTS 

STATEMENT OF ACTIVITIES (CONTINUED) 
FOR THE YEAR ENDED JUNE 30, 2016 

Net (Expense) Revenue 
and Changes in Net Position 

Governmental Business-Type Component 

Activities Activities Tota] Unit 

$ (11,503,772) 5 5 (11,503,772) 
{68,613,557) (68,613,557) 
(11,535,669) (11,535,669) 

(7,498,509) {7,498,509) 
(12,763,087) (12,763,087) 

(5,911,861) {5,911,861) 
(5,772,053) (5,772,053) 
(2,763,791) {2,763,791) 

(126,362,298) (126,362,298) 

(123,752) (123,752) 
99,248 99,248 
92,928 92,928 

(15,469) (15,469) 
37,278 37,278 
50,887 50,887 
48,919 48,919 
25,988 25,988 

784 784 
(121) (121) 

23,371 23,371 

240,061 240,061 

$ (126,362,298) 5 240,061 5 (126,122,237) 

$ 3,225,488 

100,143,100 29,005 100,172,105 91,598 

2,288,471 2,266,471 

10,070,872 10,070,872 

7,083,724 7,083,724 

4,835,296 4,835,296 

124,399,463 29,005 124,428,468 91,598 

4,096,111 (170,079) 3,926,032 144,855 

97,990 97,990 

9,459,671 332,031 9,791,702 600 

138,053,235 190,957 138,244,192 237,053 

11,690,937 431,018 12,121,955 3,462,541 

141,169,568 32,465,243 173,634,811 124,637,087 

5,877,304 (6,002,514) (125,210) (970,474) 

147,046,872 26,462,729 173,509,601 123,666,613 

$ 158,737,809 $ 26,893,747 $ 185,631,556 $ 127,129,154 
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FUND FINANCIAL STATEMENTS 
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GOVERNM 

FINANCIAL STATEMENTS 

General Fund - The General Fund is used to account for sources and uses of financial resources 
traditionally associated with governments, and which are not required to be accounted for in another fund. 

Housing Fund - The Housing Fund is primarily used to account for Community Development Block 
Grant Programs. The principal sources of revenues are State grants and housing rehabilitation loan 
repayments. 

Capital P Fund - The Capital Projects Fund is used to account for financial resources to be used 
for the acquisition of land, and acquisition and construction of major facilities other than those financed by 
the proprietary funds. 

Non major Governmental Funds - Nonmajor Governmental Funds is the aggregate of all the nonmajor 
governmental funds. 

31 
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COUNTY OF SANTA CRUZ 
GOVERNMENTAL FUNDS 

BALANCE SHEET 
JUNE 30, 2016 

Major Funds 

Nonmajor Tota! 

General Housing Capital Projects Governmental Governmental 
Fund Fund Fund Funds Funds 

ASSETS 

Cash and investments $ 113,047,344 $ 16,477,289 $ 6,540,566 $ 20,585,632 $ 156,650,831 

Restricted cash and investments 15,028,168 15,028,168 

Receivables, net 32,290,501 1,757,091 1,268,882 7,999,726 43,316,200 

Due from other funds 1,415,354 17,822 1,433,176 

Due from other governments 38,250 38,250 

Loans receivable 128,000 59,749,749 59,877,749 

Deposits with others 90,000 90,000 

Prepaids 443,863 443,863 

Land held for resale 1,643,891 1,643,891 

Advances to other funds 244,680 244,680 

Total assets $ 147,453,312 $ 79,628,020 $ 7,827,270 $ 43,858,206 $ 278,766,808 

LIABILITIES 

Payables $ 20,095,627 $ 27,841 $ 1,036,496 $ 2,272,954 $ 23,432,918 

Tax and revenue anticipation notes payable 41,500,000 41,500,000 

Due to other funds 2,817,989 2,817,989 

Advances from granters and third parties 34,121,666 388,794 34,510,460 

Total liabilities 95,717,293 27,841 1,036,496 5,479,737 102,261,367 

FUND BALANCES 

Nonspendabie 751,039 751,039 

Restricted 79,600,179 6,790,774 38,378,469 124,769,422 

Committed 17,251,089 17,251,089 

Assigned 33,767,098 33,767,098 

Unassigned {33,207) {33,207) 

Total fund balances 51,736,019 79,600,179 6,790,774 38,378,469 176,505,441 

Total liabilities and fund balances $ 147,453,312 $ 79,628,020 $ 7,827,270 $ 43,858,206 $ 278,766,808 

See accompanying Notes to Basic Financial Statements 

33 



COUNTY OF SANTA CRUZ 
RECONCILIATION OF THE GOVERNMENTAL FUNDS BALANCE SHEET 

TO THE GOVERNMENT-WIDE STATEMENT OF NET POSITION 
JUNE 30, 2016 

Total Fund Balances - Total Governmental Funds 

Amounts reported for Governmental Activities in the Statement of Net Position were different 
because: 

Capital assets used in governmental activities are not financial resources and therefore are 
not reported in the governmental funds. (Net of $10,641,224 of internal service fund capital 
assets.) 

Deferred outflows of resources reported in the Statement of Net Position are not reported in 
the governmental funds. 

Internal service funds are used by management to charge the costs of certain activities to 
individual funds. The assets, deferred outflows of resources, liablllties and deferred inflows of 
resources of the internal service funds are included in governmental activities in the 
Government-Wide Statement of Net Position: 

Internal service funds included in governmental activities 

Transfer of internal service funds to business-type activities 

long-term liabilities were not due and payable in the current period. Therefore, they were not 
reported in the governmental funds. 

Refunding certificates of participation, including premium 

Lease revenue bonds 

Lease revenue refunding bonds, including premium 

Certificates of participation, including premium 

Revenue bonds 

California Energy Resources Conservation and Development Commission 

Pension liability 

Other post-employment benefits (OPEB) liability 

Compensated absences 

(38,094,531) 

(14,927,484) 

(1,627,052) 

(13,389,529) 

(135,000) 

(57,668) 

(280,280,362) 

(118,348,505) 

(22,518,292) 

$ 176,505,441 

513,170,618 

67,988,856 

(37,773,970) 

(772,556) 

Capital leases (4,345,756) (493,724,179) 

Interest payable on long-term debt did not require current financial resources. Therefore, 
interest payable was not reported as a liability in the governmental funds. 

Deferred inflows of resources reported in the Statement of Net Position are not reported in the 
governmental funds. 

Net Position of Governmental Activities 

See accompanying Notes to Basic Financial Statements 
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(960,050) 

(65,696,351) 

$ 158,737,809 



COUNTY OF SANTA CRUZ 
STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCES 

GOVERNMENTAL FUNDS 
FOR THE YEAR ENDED JUNE 30, 2016 

Major Funds 

Nonmajor Total 

General Housing Capital Projects Governmental Governmental 

Fund Fund Fund Funds Funds 

REVENUES: 

Taxes $ 107,566,543 $ $ $ 16,832,920 $ 124,399,463 

Licenses and permits 11,875,855 4,650 11,880,505 

Fines, forfeits and penalties 3,617,246 12,936 3,630,182 

Use of money and property 3,620,166 277,893 39,088 145,389 4,082,536 

Aid from other governments 234,772,832 1,209,523 450,301 16,381,136 252,813,792 

Charges for seivices 57,591,811 349,367 79,906 10,713,088 68,734,172 

Other 3,001,431 3,629,527 1,571 3,052,918 9,685,447 

Total revenues 422,045,884 5,466,310 570,866 47,143,037 475,226,097 

EXPENDITURES: 

Current: 

General government 29,664,592 1,749,683 31,414,275 

Public protection 133,115,694 13,318,715 146,434,409 

Public ways and facilities 239,884 20,008,823 20,248,707 

Health and sanitation 117,006,779 33,876 117,040,655 

Public assistance 124,984,705 5,050,494 130,035,199 

Education 123,569 5,669,403 5,792,972 

Recreation and cultural services 7,188,886 1,477,663 8,666,549 

Debt service: 

Principa! 4,744,166 4,744,166 

lnterest and fiscal charges {17,225) 2,787,182 2,769,957 

Capital outlay 7,607,154 7,607,154 

Total expenditures 412,306,884 5,050,494 7,607,154 49,789,511 474,754,043 

REVENUES OVER (UNDER) EXPENDITURES 9,739,000 415,816 (7,036,288) (2,646,474) 472,054 

OTHER FINANCING SOURCES (USES): 

Transfers in 4,025,238 4,994,321 8,469,406 17,488,965 

Transfers out (12,302,785) (62,265) (5,335,769) (17,700,819) 

Proceeds of bonds issued 9,945,000 9,945,000 

Bond premium/discount 60,130 60,130 

Payment to Bond Refunding escrow agent (13,097,459) (13,097,459) 

Issuance of Debt-Refunding Bond 13,770,000 13,770,000 

Inception of capita! lease 69,685 69,685 

Sale of general capital assets 97,990 97,990 

Total other financing sources {uses) (8,207,862) 97,990 4,932,056 13,811,308 10,633,492 

Net change in fund balances 1,531,138 513,806 (2,104,232) 11,164,834 11,105,546 

Fund balances - beginning 50,204,881 79,859,218 8,895,006 28,250,259 167,209,364 

Prior period adjustment (772,845) (1,036,624) (1,809,469) 

Fund balances - beginning, as restated 50,204,881 79,086,373 8,895,006 27,213,635 165,399,895 

Fund balances - ending $ 51,736,019 $ 79,600,179 $ 6,790,774 $ 38,378,469 $ 176,505,441 

See accompanying Notes to Basic Financial Statements 
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COUNTY OF SANTA CRUZ 
RECONCILIATION OF THE GOVERNMENTAL FUNDS STATEMENT 

OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCES TO THE 
GOVERNMENT-WIDE STATEMENT OF ACTIVITIES 

FOR THE YEAR ENDED JUNE 30, 2016 

Net Change in Fund Balances - Total Governmental Funds 

Amounts reported for governmental activities in the Statement of Activities were different because: 

Governmental funds reported acquisitions of capita! assets as part of capital outlay expenditures. 

However, in the Government-Wide Statement of Activities, the cost of those assets was allocated 

over their estimated useful lives as depreciation expense: 

Expenditures for general capita! assets, infrastructure, and other related capita! assets 

Retirement of capital assets 

Less current year depreciation 

Jssuance of long-term debt provided current financial resources to the governmental funds, but 

issuing debt increased long-term liabilities in the Government-Wide Statement of Net Position. Also, 

the governmental funds report the effect of issuance costs, premiums and discounts when debt is 

first issued, whereas these amounts are deferred and amortized in the Statement of Activities: 

Inception of capital lease 

Premium on long-term debt 

Lease revenue bonds issued 

Refunding certificates of participation issued 

Repayment of debt principal was an expenditure in the governmental funds, but the repayment 

reduced long-term liabilities in the Government-Wide Statement of Net Position: 

Refunding certificates of participation 

Certificates of participation 

Lease revenue bonds 

Lease revenue refunding bonds 

Revenue bonds 

California Energy Resources Conservation and Development Commission 

Capital leases 

Some expenses reported in the Government-Wide Statement of Activities do not require the use of 

current financial resources. Therefore, they are not reported as expenditures in the governmental 

funds: 

Amortization of bond premium/discount 

Change in accrued interest payable 

Change in compensated absences 

Change in deferred loss on bond refunding 

Change in net pension liability 

OPES obligation costs do not require current resources, so they are not reported in the 

governmental funds. 

lnternal service funds were used by management to charge the costs of certain activities to 

individual funds. The net income of the internal service funds was reported with governmental 

activities. 

Reverse of prior year transfer of internal service funds to business-type activities. 

Transfer of internal service funds to business-type activities. 

Change in Net Position of Governmental Activities before Prior Period Adjustment 

Prior Period Adjustment (See Note 21) 

Change in Net Position of Governmental Activities 

See accompanying Notes to Basic Financial Statements 
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$ 16,660,168 

(129,646) 

(21,124,248) 

(69,281) 

(60,130) 

(9,945,000) 

(13,770,000) 

3,385,000 

13,860,000 

350,000 

64,166 

30,000 

40,788 

454,679 

45,448 

43,217 

(438,894) 

742,500 

14,235,279 

$ 

$ 

11,105,546 

(4,593,726) 

(23,844,411) 

18,184,633 

14,627,550 

(7,957,976) 

4,576,703 

365,174 

(772,556) 

11,690,937 

5,877,304 

17,568,241 



PROPRIETARY FUND 

FINANCIAL STATEMENTS 

Proprietary Funds - Proprietary Funds consist of Enterprise Funds and Internal S eivice Funds. 

Enterprise Funds - The Enterprise Funds are used to account for County operations that are financed 
and operated in a manner similar to private business enterprises. The intent of the County in using this 
type of fund is to determine that the costs (expenses, including depreciation) of providing these seivices 
to the general public on a continuing basis are financed or recovered primarily through user charges. 

County Disposal Sites CSA 9C - The County Disposal Sites CSA 9C Fund is used to account 
for the activities of the County's refuse utility, which provides refuse pick-up seivices, recycling 
services, and a sanitary landfill for residents of the County. 

internal Service Funds - The Internal Service Funds are used to account for the financing of goods or 
services provided by one department or agency to other departments or agencies of the government and 
to other government units, on a cost reimbursement basis. 

37 



38 



COUNTY OF SANTA CRUZ 
STATEMENT OF NET POSITION 

PROPRIETARY FUNDS 
JUNE 30, 2016 

Current assets: 
Cash and investments 
Restricted cash 
Receivables 
Due from other funds 
Deposits with others 
Inventory 
Prepaid items 

Total current assets 

Noncurrent assets: 
Loans raceivab!e 
Non-depreciable 

Laod 
Construction in progress 

Depraciab!e 
Buildings and structuras 
Equipment 

ASSETS 

Accumulated depreciation 

Capita! assets, net 

Total noncurrent assets 

Total assets 

DEFERRED OUTFLOWS OF RESOURCES 
Deferred pension 

Total deferred outflows of resources 

Current liabilities 
Payables 

LIABILITIES 

Due to other funds 
Advances from other funds 
Current portion of long-term liabilities 
Capita! leases 
Claims liability 
Compensated absences, due within one year 

Total current liabilities 

Noncurrent liabilities 
Long-term liabilities 
Capita! leases 
Claims liability 
Closure and postc!osure care costs liability 
Compensated absences, due in more than one year 
Net pension liability 

Total noncurrent liabilities 

Total liabilities 

DEFERRED INFLOWS OF RESOURCES 

Deferred pension 

Total deferred inflows of resources 

NET POSITION 

Net investment in capita! assets 
Restricted for: 

Debt service 

Unrestricted 

Total net position 

$ 

$ 

Business-Type Activities - Enterprise Funds 
County 
Disposal 

Sites CSA 9C 

3,570,888 $ 

7,206,740 
512,625 
324,813 

125,672 

11740738 

1,858,849 

Nonmajor 
Enterprise 

Funds 

5,560,723 $ 
16,585 

157,096 

5 734 404 

53,232 

496,335 

Tota! 

9,131,611 $ 

7,223,325 
669,721 
324,813 

125,672 

17 475 142 

53,232 

1,858,849 
496,335 

Governmental 
Activities 
Internal 

Service Funds 

33,645,765 

988,580 
1,794,898 

150,000 
502,690 
61 103 

37 143 036 

97,087 
571,060 

32,370,644 18,864,751 51,235,395 3,431,999 
9,519,391 124,660 9,644,051 28,670,750 

/25 1511 ,487) --~i~•~o~35~7~4=e1 __ 1~3~4,~55~3~,,~3=31 --~l'~'~1~,•~e~'='I 

18D1E 10&~ DM1E 10M1m 

18D1E 10~m D™m 10M1m 

29 972 135 16 237 636 46 209 771 47 784 260 

1,349,869 

1 349 869 

758,663 

244,680 
249,707 

1,142 

1 254 192 

6,549,724 
3,472 

6,098,309 

5 657 382 
18 308 887 

19 563 079 

1,325,273 

1 325 273 

18,226,783 

263,383 

46,693 

310 076 

240,021 

240 021 

550 097 

10,239,560 

1,349,869 

1 349 869 

1,022,046 

244,680 
296,400 

1,142 

1 564 268 

6,789,745 
3,472 

6,098,309 

5 657 382 
18 548 908 

20113176 

1,325,273 

1 325 273 

28,466,343 

346,354 43,427 389,781 

8,252,642 

8 252 642 

2,762,441 
734,898 

436,613 
7,874,488 
3 362 989 

15 171 429 

1,956,880 
31,129,640 

1,304,409 
35 876 688 
70 267 617 

85 439 046 

8,371,826 

8 371 826 

10,641,224 

{8,139,485) --~5~4~04~5~5~2 --~!~'·~'3~4~,9~3=31 --~!4~8~4~15=19=41 

10,433,652 $ 15,687,539 26,121,191 =$=={3='="='=3=,9=7=0) 

Adjustment to reflect the ccnso!idation of internal service fund activities related to enterprise funds 

Net Position of Business-type Activities per Government-WK.le Financial Statements I 
772 556 

26,893,747 

See accompanying Notes to Basic Financial Statements 
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COUNTY OF SANTA CRUZ 
STATEMENT OF REVENUES, EXPENSES, AND CHANGES IN FUND NET POSITION 

PROPRIETARY FUNDS 

FOR THE YEAR ENDED JUNE 30, 2016 

Business-Type Activities - Enterprise Funds Governmental 

County Nonmajor Activities 

Disposal Enterprise Internal 

Sites CSA 9C Funds Total Service Funds 

OPERA TING REVENUES: 

Charges for services $ 11,377,751 $ 3,385,352 $ 14,763,103 $ 68,007,518 

other revenues 339,724 339,724 151,036 

Total operating revenues 11,717,475 3,385,352 15,102,827 68,158,554 

OPERA TING EXPENSES: 

Salaries and employee benefits 34,797,460 

Services and supplies 11,159,613 2,692,883 13,852,496 14,868,023 

Insurance and compensation claims 12,032,593 

Depreciation and amortization 1,208,098 488,328 1,696,426 1,888,164 

Total operating expenses 12,367,711 3,181,211 15,548,922 63,586,240 

Operating income (loss) (650,236) 204,141 (446,095) 4,572,314 

NONOPERATING REVENUES iEXPENSES): 

Intergovernmental 516,344 203 516,547 

Interest and investment income 60,268 38,479 98,747 161,348 

Property taxes 29,005 29,005 

Gain/(loss) on disposal of capital assets (7,693) (7,693) (221,040) 

Interest expense (257,774) (11,051) (268,825) (147,773) 

Total nonoperating revenues (expenses) 318,838 48,943 367,781 (207,465) 

Income (loss) before transfers (331,398) 253,084 (78,314) 4,364,849 

Capital Contributions 101,950 101,950 

Transfers in 391,559 391,559 211,854 

Transfers out (391,559) (391,559) 

Change in net position (331,398) 355,034 23,636 4,576,703 

Net position - beginning 16,767,564 15,332,505 32,100,069 (42,350,673) 

Prior period adjustment (6,002,514) (6,002,514) 

Net position - beginning, as restated 10,765,050 15,332,505 26,097,555 (42,350,673) 

Net position - ending $ 10,433,652 $ 15,687,539 $ 26,121,191 $ (37,773,970) 

Change in Net Position of Business-type Activities $ 23,636 

Adjustment to reflect the consolidation of internal service fund activities related to enterprise funds 407,382 

Change in Net Positon of Business-type Activities per Government-Wide Financial Statements $ 431,018 

See accompanying Notes to Basic Financial Statements 
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COUNTY OF SANTA CRUZ 
STATEMENT OF CASH FLOWS 

PROPRIETARY FUNDS 

FOR THE YEAR ENDED JUNE 30, 2016 

Business-Type Activities - Enterprise Funds 

County Nonmajor 

Disposal Enterprise 

Sites CSA 9C Funds Tota! 

CASH FLOWS FROM OPERA TING ACTIVITIES: 

Receipts from customers and users $ 12,341,840 $ 3,429,334 $ 15,771,174 

Receipts from interfund charges for services 

Payments to suppliers for goods and services (6,022,442) (1,943,400) (7,965,842) 

Payments to employees for sa!aries and benefits 

Payments to other funds for services provided (6,851,770) (1,013,209) (7,864,979) 

Payments for judgments and ciaims 

Other payments 

Net cash provided tused) by operating activities {532,372) 472,725 {59,647) 

CASH FLOWS FROM NONCAPITAL FlltANCING ACTIVITIES: 

Transfers from other funds 88,001 394,559 482,560 

Transfers to other funds {391,559) {391,559) 

Operating grants 27,000 27,000 

Property taxes 29,008 29,008 

Net cash provided by noncapital financing activities 115,001 32,008 147,009 

CASH FLOWS FROM CAPITAL ANO 

RELATED FINANCING ACTIVITIES: 

Proceeds from capital related debt 7,039,139 7,039,139 

Capital contributions 101,950 101,950 

Acquisition and construction of capital assets (1,614,258) (382,113) (1,996,371) 

Principal paid on capital debt (461,179) (162,338) (623,517) 

Interest paid on capital debt (286,395) (11,217) (297,612) 

Proceeds from sale of capital assets 

Net cash provided tused) by capitai 

and reiated financing activities 4,677,307 (453,718) 4,223,589 

CASH FLOWS FROM INVESTING ACTIVITIES: 

Interest on investments 60,268 38,479 98,747 

Net cash provided by investing activities 60,268 38,479 98,747 

Net increase in cash and cash equivalents 4,320,204 89,494 4,409,698 

CASH ANO CASH EQUIVALENTS: 

Beginning of year 6,457,424 5,487,814 11,945,238 

End of year $ 10 777 628 $ 5 577 308 $ 16 354 936 

See accompanying Notes to Basic Financia! Statements 
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Governmental 

Activities 

lnternal 

Service Funds 

$ 34,991,065 

34,593,604 

(24,449,315) 

(34,445,9-00) 

(4,767,971) 

{25,201) 

5,896,282 

211,854 

211,854 

(2,669,878) 

(414,832) 

(148,59-0) 

5,112 

(3,228,188) 

161,348 

161,348 

3,041,296 

30,604,469 

$ 33 645 765 

(Continued) 



COUNTY OF SANTA CRUZ 
STATEMENT OF CASH FLOWS (CONTINUED) 

PROPRIETARY FUNDS 
FOR THE YEAR ENDED JUNE 30, 2016 

Business-Type Activities - Enterprise Funds 

County Nonmajor 

Disposal Enterprise 

Sites CSA 9C Funds Tota! 

RECONCILIATION OF OPERA TING INCOME jLOSS) 

TO NET CASH PROVIDED (USED) BY OPERA TING 

ACTIVITIES: 

Operating income (loss) $ {650,236) $ 204,141 $ {446,095) 

Adjustments to reconcile operating income (loss) to 

net cash provided (used) by operating activities: 

Depreciation and amortization 1,208,098 488,328 1,696,426 

Changes in assets and liabilities· 

(Increase) decrease in: 

Receivables 4,979,731 {120,201) 4,859,530 

Inventory {123,457) {123,457) 

Prepaid items 

Due from other funds 

Deferred outflows of resources {848,724) {848,724) 

lncrease (decrease) in: 

Payables (5,596,000) (99,543) (5,695,543) 

Due to other funds (321,258) (321,258) 

Accrued salaries and benefits 

Compensated absences 

C!aims and judgments 

Capital leases 

Deferred inflows of resources 171,649 171,649 

C!osure and postclosure care liability 255,461 255,461 

Net pension liability 392,364 392,364 

Total adjustments 117,864 268,584 386,448 

Net cash provided tused) by operating activities $ {532 3721 $ 472 725 $ {59 6471 

See accompanying Notes to Basic Financia! Statements 
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Governmental 

Activities 

lnternal 

Service Funds 

$ 4,572,314 

1,888,164 

33,767 

2,262 

13,953 

{891,220) 

(5,060,433) 

(136,122) 

734,898 

1,012,287 

349,717 

17,218 

(3,398) 

1,023,443 

2,339,432 

1,323,968 

$ 5 896 282 
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FIDUCIARY FUND 

FINANCIAL STATEMENTS 

Fiduciary Funds - The Fiduciary Funds are used to account for resources held for the benefit of parties 
outside the County. Fiduciary funds are not reflected in the government-wide financial statements because 
the resources of those funds are not available to support the County's own programs. 

Agency Funds - The Agency Funds are used to account for the receipt and disbursement of various 
taxes, deposits, deductions, and property collected by the County, acting in the capacity of an ageni 
for distribution to other governmental entities or other organizations. 

Investment Trust Fund - The Investment Trust Fund is used to account for the investment pool that 
is managed by the County Treasurer for the purpose of increasing interest earnings through 
investrne nt activities. 

Private Purpose Trust Fund - The Private Purpose Trust Fund is used to report resources of other 
trust arrangements in which principal and income benefit individuals, private organizations, or other 
governments. 

45 



46 



ASSETS 

Cash and investments 

Restricted cash with fiscal agents 

Receivables 

Prepaid insurance 

Capital assets, net 

Total assets 

COUNTY OF SANTA CRUZ 
STATEMENT OF NET POSITION 

FIDUCIARY FUNDS 
JUNE 30, 2016 

Investment 

Agency Trust 

Funds Fund 

$ 56,285,557 $ 425,895,722 

11,049,061 

$ 67,334,618 $ 425,895,722 

DEFERRED OUTFLOWS OF RESOURCES 

Loss on refunding of debt $ $ 

Total deferred outflows of resources $ $ 

LIABILITIES 

Accounts payable $ 6,300,307 $ 
Interest payable 

Due to other gov em mental units 32.374.592 

Agency funds held for others 28,659,719 

Long-tenn debt 

Total liabilities $ 67,334,618 $ 

DEFERRED INFLOWS OF RESOURCES 

Deferred tax increment revenue $ $ 
Gain on refunding of debt 

Total deferred inflows of resources $ $ 

NET POSITION 

Net position held in trust $ $ 425,895,722 

See accompanying Notes to Basic Financial Statements. 
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Private Purpose 

Trust 

Fund 

$ 13,725,531 

9,080,134 

1,042,640 

9,118,080 

$ 32,966,385 

$ 323.993 

$ 323,993 

$ 5,532 
2,848,041 

223.275.982 

$ 226,129,555 

$ 5.385.696 
109.829 

$ 5,495,525 

$ (198,334,702) 
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COUNTY OF SANTA CRUZ 
STATEMENT OF CHANGES IN NET POSITION 

FIDUCIARY FUNDS 
FOR THE YEAR ENDED JUNE 30, 2016 

ADDITIONS 

Contributions: 

Contributions to investment pool 

Contributions from other agencies 

Total contributions 

Investment income 

Tax increment received 

Other revenue 

Total Additions 

DEDUCTIONS 

Distributions from investment pool 

Payments in accordance with trust agreements 

Total Deductions 

Change in net position held in trust 

Net position held in trust - beginning of year 

Net position held in trust - end of year 

$ 

Investment 

Trust 

Fund 

1,289,486,653 

1,289,486,653 

2,291,910 

1,291,778,563 

1,237,712,635 

1,237,712,635 

54,065,928 

371,829,794 

Private Purpose 

Trust 

Fund 

$ 

21,087 

21,087 

55,592 

20,163,666 

70,248 

20,310,593 

11,089,383 

11,089,383 

9,221,210 

(207,555,912) 

$ 425,895,722 $ (198,334,702) 

See accompanying Notes to Basic Financial Statements. 
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COUNTY OF SANTA CRUZ 
NOTES TO BASIC FINANCIAL STATEMENTS 

FOR THE YEAR ENDEDJ UNE 30, 2016 

NOTE 1 -SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 

A. Reporting Entity 

The County of Santa Cruz (County) was established by an act of the State Legislature of California in 1850 
and is governed by a five-member elected Board ofS upervisors (the Board). The Board is responsible for the 
legislative and executive control of the County. The County provides various services on a countywide basis 
including law and justice, education, detention, social, health, hospital, fire protection, road construction, 
road maintenance, transportation, park and recreation facilities, elections and records, communications, 
planning, zoning, and tax collection. 

As required by generally accepted accounting principles in the United States (GAAP), the accompanying basic 
financial statements present the County (the primary government) and its component units. Component units 
are legally separate entities for which the Board is considered to be financially accountable. Component units 
are entities that meet any one of the following tests: 

1. The Board appoints the voting majority of the board and: 

+ is able to impose its will on the component unit and/or 

+ is in a relationship offinancial benefit or burden with the component unit 

2. The component unit is fiscally dependent upon the County. 

3. The financial statements of the County would be misleading if data from the component unit were 
omitted. 

The basic financial statements include both blended and discretely presented component units. The blended 
component units, although legally separate entities, are, in substance, part of the County's operations and so 
data from these units are combined with data of the primary government. The discretely presented component 
unit is reported in a separate column in the Government-Wide Financial Statements since it does not have a 
shared governing body nor is it of exclusive or almost exclusive benefit to the primary government 

Blended Component Units 

The following entities serve citizens of the County and provide for the construction and maintenance of 
County parks and recreation, police protection, mosquito abatement, fire protection, street lighting, roads, 
flood control, sewer, and refuse disposal districts. They are reported as if they were part of the primary 
government because they are governed by the Board. The Board establishes the work program and 
adopts the budget. Administrative services are provided by various departments of the County. 

Santa Cruz Flood Control and Water Conservation District- Zone 7 

Santa Cruz Flood Control andWaterConservation District- Zone 7 (Zone 7) was established to provide funding 
forthe local share of proposed Army Corps of Engineers flood control projects on the Pajaro River, S alsipuedes 
Creek, and Corralitos Creek. Zone 7 is governed by a seven-member board consisting of the Board and two 
additional members, one appointed by the City ofWatsonville and another appointed by the Pajaro Valley Water 
Management Agency. Administrative services are provided by the County's Department of Public Works. 
Complete financial statements may be obtained from the Department of Public Works at 701 Ocean Street, 
Room 410, Santa Cruz, CA 95060. 
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NOTE 1 -SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued) 

A. Reporting Entity (Continued) 

Blended Component Units, (Continued) 

Santa Cruz County Financing Authorities 

The Santa Cruz County Financing Authorities (Authorities) facilitate financing for the County. The Authorities 
are established and governed by the Board and are not legally required to adopt a budget Administrative 
services are provided by the County. Complete financial statements may be obtained from the County at 701 
Ocean Street, Room 100, Santa Cruz, CA 95060. 

Discretely Presented Component Unit 

Santa Cruz County Sanitation District 

The Santa Cruz County Sanitation District (District) is included as a discretely presented component unit of the 
County because: 1) the Board appoints the District's governing board, and 2) the District has an ongoing 
relationship with the County. The District is governed by a three-member board and managed by the 
County's Department of Public Works under the direction of the District Board of Directors. The District, 
as a component unit, is presented separately from the primary government in the Government-Wide 
Financial Statements. Administrative services are provided by the County Department of Public Works 
and central support departments (i.e., personnel, purchasing, treasury, etc.). Complete financial statements 
may be obtained from the County, 701 Ocean Street, Room 410, Santa Cruz, CA 95060. 

Districts Governed by the Board of Supervisors 

Public Protection 
• Aptos Seascape County Service Area (CSA) 3 
• County Fire Protection CSA 48 
• Police Protection CSA 38 
• Pajaro Storm Drain Maintenance District 
• Pajaro Dunes Fire Protection CSA 4 
• Pajaro Dunes Station Maintenance Fund 
• Pajaro Dunes Station Assessment District Reserve 
• Santa Cruz County Flood Control and Water Conservation Zone 4 
• Santa Cruz County Flood Control and Water Conservation Zone 5 
• Santa Cruz County Flood Control and Water Conservation Zone 6 
• Santa Cruz County Flood Control and Water Conservation Zone 8 
• Santa Cruz County Flood Control and Water Conservation Zone - General 

Health and Sanitation 
• Pasatiempo Rolling Woods Sewer District 

Recreation and Culture 
• Streetscape CSA 9E 
• Parks and Recreation District CSA l l 
• CS A l l Zone E 
• CSA l l L Lompico Community 
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NOTE 1 -SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued) 

A. Reporting Entity (Continued) 

Public Ways and Facilities 
• County Highway Lighting CSA 9 • Redwood Drive CSA 33 
• County Highway Residential Lighting CSA 9 ZoneA • Larsen Road CSA 34 
• School Crossing Guard CSA 9 Zone B • County Estates CSA 35 
• County Road Maintenance CSA 9D Zone l • Forest Glen CSA 36 
• County Road Maintenance CSA 9D Zone 2 • Roberts Road CSA 37 
• CSA 9D Zone 3 • Reed Street CSA 39 
• Hutchinson Road CSA 13 • Ralston Way CSA 40 
• Oakflat Road CSA l 3A • Loma P rieta CS A 4 l 
• HuckleberryWoods Road CSA 15 • Sunlit Lane CS A 42 
• Robak Drive CSA 16 • Bonita-Encino Drive CSA 43 
• Empire Acres CSA 17 • Sunbeam Woods CSA 44 
• Whitehouse Canyon CSA 18 • PinecrestCSA46 
• Westdale Drive CSA 21 • Brae moor CSA 47 
• Kelly Hill CSA 22 • Vineyard CSA 50 
• Old Ranch Road CSA 23 • Hopkins Gulch CSA 51 
• Pineridge CSA 24 • Upper P leasantValley CSA 52 
• Viewpoint Road CSA 25 • Mosquito Abatement CSA 53 
• Hidden Valley CSA 26 • Riverdale Park Road CSA 55 
• Lomond Terrace CSA 28 • Felton Grove CSA 56 
• Glenwood Acres CSA 30 • Mansfield Street Assessment Dist 
• View Circle CSA 32 • Ridge Drive CS A 58 
• Soquel Village Parking Improvement • McGaffigan Mill Road CSA 59 
• Underground Utilities #4-4 l st Ave . 

Geologic Hazard Abatement Districts (G HAD) 
• Corralitos G HAD 
• Mid-County GHAD 
• Heartwood G HAD 

The following Board Governed District funds are reported as Enterprise Funds (Sewer and Refuse Disposal 
Districts): 

• Boulder Creek CSA 7 • Place De Mer CSA 2 
• Rolling Woods CSA 10 • Sand Dollar Beach CSA 5 
• Septic Tank Maintenance CSA 12 • Tres~e Beach CSA 20 
• Freedom County Sanitation District • SummitWestCSA 54 
• Davenport County Sanitation District • Graham Hill CSA 57 
• County Disposal Sites CSA 9C 

B. Basis of Accounting and Measurement Focus 

The Governmental Accounting Standards Board (GAS B) is the accepted standard setting body for establishing 
governmental accounting and financial reporting principles. The more significant of the County's accounting 
policies are described below. The accounting policies of the County conform to GAAP for local governmental 
units. The accounts of the County are organized on the basis of funds, each of which is considered a separate 
accounting entity. The operations of each fund are accounted for by providing a separate set of self-balancing 
accounts that comprise its assets, deferred outflows ofresources, liabilities, deferred inflows ofresources, fund 
balance, revenues and expenditures or expenses, as appropriate. Governmental resources are allocated to 
and accounted for in individual funds based upon the purpose of which they are to be spent and means by 
which spending activities are controlled. 
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NOTE 1 -SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued) 

B. Basis of Accounting and Measurement Focus (Continued) 

New Accounting Pronouncements 

The following GAS B Statements have been implemented in the current financial statements: 

GAS B Statement No. 72 

The primary objective of GAS B Statement No. 72, Fair Value Measurement and Application, is to address 
accounting and financial reporting issues related to fair value measurements. The requirements of this 
statement are effective for financial statements reporting periods beginning after J une 15, 201 5. The effect of 
this statement can be seen in Note 2 - Cash and Investments Section F, which demonstrates the fair value 
measurements of the County's investments. 

GAS B Statement No. 73 

GASB Statement No. 73, Accounting and Financial Reporting for Pension and Related Assets that are not 
within the Scope of GAS B Statement No. 68, and Amendments to Certain Provision of GAS B Statements No. 
67 and No. 68, is intended to improve the usefulness of information about pensions included in the general 
purpose external financial reports of state and local governments. The requirements of this statement are 
effective for fiscal years beginning after June 15, 2015, except those provisions that address employers and 
governmental nonemployer contributing entities for pensions that are not within the scope of GAS B Statement 
No. 68, which are effective for fiscal years beginning after June 15, 2016. This statement has no significant 
impact on the County's financial statements. 

GAS B Statement No. 76 

The objective of GAS B Statement No. 76, The Hierarchy of Generally Accepted Accounting Principles for State 
and Local Governments, is to identify, in the context of the current governmental financial reporting 
environment, the hierarchy of generally accepted accounting principles (GAAP). The provisions of this 
statement are effective for reporting periods beginning after June 15, 2015. This statement has no significant 
impact on the County's financial statements. 

GAS B Statement No. 79 

GAS B Statement No. 79, Certain External Investment Pools and Pool Participants, establishes specific criteria 
used to determine whether a qualifying external investment pool may elect to use an amortized cost exception 
to fair value measurement. Those criteria will provide qualifying external investment pools and participants in 
those pools with consistent application of an amortized cost-based measurement for financial reporting 
purposes. The statement also establishes additional note disclosures for qualifying external investment pools. 
There was no material impact on the County's financial statement as a result of the implementation of GAS B 
Statement No. 79. 

Upcoming Accounting Pronouncements 

The following GAS BS tatements will become effective for fiscal years subsequenttoJ une 30, 2016. The County 
is currently analyzing its accounting practices to determine the potential impact on the financial statements for 
these GAS B Statements. 

GAS B Statement No. 74 

The objective of GAS B Statement No. 74, Financial Reporting for Postemployment Benefit Plans Other Than 
Pension Plans, is to improve the usefulness of information about postemployment benefits other than pensions 
(other postemployment benefits or OPE B). The requirements of this statement are effective for the County's 
fiscal year beginning after J une 15, 2016. 
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NOTE 1 -SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued) 

B. Basis of Accounting and Measurement Focus (Continued) 

Upcoming Accounting Pronouncements. (Continued) 

GAS B Statement No. 75 

GAS B Statement No. 75, Accounting and Financial Reporting for Postemployment Benefits Other Than 
Pensions, addresses accounting and financial reporting requirements for postemployment benefits other than 
pensions (other postemploymentbenefits orOPEB). The requirements of this statement are effective for the 
County"s fiscal year beginning after June 15, 2017. 

GAS B Statement No. 77 

GAS B Statement No. 77, Tax Abatement Disclosures, requires governments that enter into tax abatement 
agreements to disclose certain information about the agreements. The requirements of this statement are 
effective for the County"s fiscal year beginning after December 15, 2015. 

GAS B Statement No. 78 

GAS BS tatementNo. 78, Pensions Provided through Certain Multiple-Employer Defined Benefit Pension Plans, 
impact of implementation on the County"s financial statements has not been fully judged. The requirements of 
this statement are effective forthe County"s fiscal year beginning after December 15, 2015. 

GAS B Statement No. 80 

GAS B Statement No. 80, Blending Requirements for Certain Component Units, impact of implementation on 
the County"s financial statements has not been fully judged. The requirements of this statement are effective 
for the County"s fiscal year beginning after June 15, 2016. 

GAS B Statement No. 81 

GAS B Statement No. 81, Irrevocable S plit-lnterest Agreements, impact of implementation on the County"s 
financial statements has not been fully judged. The requirements of this statement are effective forthe County"s 
fiscal year beginning after December 15, 2016. 

GAS B Statement No. 82 

GAS B Statement No. 82, Pension Issues, impact of implementation on the County"s financial statements has 
not been fully judged. The requirements of this statement are effective for the County"s fiscal year beginning 
after June 15, 2016. 
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NOTE 1 -SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued) 

B. Basis of Accounting and Measurement Focus (Continued) 

Government-Wide Financial Statements 

The County's Government-Wide Financial Statements include a Statement of Net Position and a Statement of 
Activities. These statements present summaries of governmental and business-type activities for the County 
accompanied by a total column, as well as its discretely presented component unit. Fiduciary activities of the 
County are not included in these statements. 

These basic financial statements are presented on an "economic resources" measurement focus and the 
accrual basis of accounting. Accordingly, all of the County's assets, deferred outflows of resources, liabilities, 
and deferred inflows of resources including capital assets, as well as infrastructure assets, and long-term 
liabilities, are included in the accompanying Statement of Net Position. The Statement of Activities presents 
changes in net position. Underthe accrual basis ofaccounting, revenues are recognized in the period in which 
they are earned while expenses are recognized in the period in which the liability is incurred. 
Certain types of transactions are reported as program revenues forthe County in three categories: 

• Fees, fines, and charges for services 
• Operating grants and contributions 
• Capital grants and contributions 

Certain eliminations have been made as prescribed by GAS B Statement No. 34 in regards to interfund activities. 
All internal balances in the Statement of Net Position have been eliminated except those representing balances 
between the governmental activities and the business-type activities, which are presented as internal balances 
and eliminated in the total primary government column, if any. In the Statement of Activities, internal service 
fund transactions have been eliminated; however, those transactions between governmental and business-type 
activities have not been eliminated. The following interfund activities have been eliminated: 

• Due to and from other funds 
• Advances to and from other funds 
• Transfers in and out 

The County prepares a County-wide cost allocation plan in accordance with Federal Office ofManagementand 
Budget (0MB). Using this directive, all indirect support costs are allocated to County funds and departments 
using a step-down method so that the true cost of operations can be included in determining the rates to be 
charged to users. 
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NOTE 1 -SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued) 

B. Basis of Accounting and Measurement Focus (Continued) 

Governmental Fund Financial Statements 

Governmental fund financial statements include a Balance S heetand a Statement of Revenues, Expenditures 
and Changes in Fund Balances for all major governmental funds and nonmajorfunds aggregated. The County 
has presented all major funds that met the applicable criteria. 

The County reports the following major governmental funds: 

General Fund - The County's primary operating fund. It accounts for all financial resources of the general 
government, except those required to be accounted for in other specialized funds. 

Housing Fund - accounts for the County's housing developments and loans. Revenues come from State 
and Federal awards and grants, and offsets from major housing projects as well as housing impact fees. 

Capital Projects Fund - used to account for the construction or acquisition of capital assets such as land, 
construction-in-progress, buildings and improvements, improvements other than buildings, and 
infrastructure. Revenues are provided by County Lease Revenue bonds as well as contributions from the 
former RedevelopmentAgency per the County-Redevelopment Agency Cooperation Agreement. 

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

Revenues are recognized when "measurable" and "available." Measurable means knowing or being able to 
reasonably estimate the amount. Available means having been earned and collectible within the current period 
or within 60 days after year end for property tax revenues, and 180 days after year end with limited exceptions 
extending the availability period for certain grant revenues. Expenditures (including capital outlay) are recorded 
when the related liability is incurred, except for debt service expenditures (principal and interest), as well as 
expenditures related to compensated absences, which are reported when due. 

Property taxes, sales taxes, franchise taxes, licenses, and interest associated with the current fiscal period are 
all considered to be susceptible to accrual and so have been recognized as revenues of the currentfiscal period. 

Reconciliations of the Governmental Fund Financial Statements to the Government-Wide Financial Statements 
are provided to explain the differences created by the integrated approach of GAS B Statement No. 34. 
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NOTE 1 -SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued) 

B. Basis of Accounting and Measurement Focus (Continued) 

Proprietary Fund Financial Statements 

Proprietary fund financial statements include a Statement of Net Position; a Statement of Revenues, Expenses 
and Changes in Fund Net Position; and a S tatementofCash Flows for all proprietary funds. The County reports 
the following major proprietary funds: 

County Disposal Sites CSA 9C Fund - Accounts for the operation and expansion of the County's 
landfills and implementation of state mandated environmental health programs. Userfees, service area 
charges and revenues from the waste recovery and recycling projects finance the fund. 

Internal Service Funds - Accounts for central duplicating, information services, public works, fleet 
management, and self-insurance services provided to other departments, or to other governments, on a 
cost reimbursement basis. Internal service balances and activities have been combined with the 
governmental activities in the Government-Wide Financial Statements. 

The other proprietary funds provide sewer collection, treatment, and disposal services as well as septic 
tanks and water treatment within their area of service, along with unincorporated parts of the County. 

Proprietary funds are accounted for using the "economic resources" measurement focus and the accrual basis 
of accounting. Accordingly, all assets, deferred outflows of resources, liabilities and deferred inflows of 
resources (whether current or noncurrent) are included on the Statement of Net Position. The Statement of 
Revenues, Expenses and Changes in Fund Net Position presents increases (revenues) and decreases 
(expenses) in total net position. Underthe accrual basis of accounting, revenues are recognized in the period 
in which they are earned while expenses are recognized in the period in which the liability is incurred. 

Fiduciary Fund Financial Statements 

Fiduciary fund financial statements include a Statement of Net Position for all Agency Funds, the Investment 
Trust Fund, and the Private Purpose Trust Fund and a Statement of Changes in Net Position forthe Investment 
Trust Fund and the Private Purpose Trust Fund. The County reports the following fiduciary funds: 

Agency Funds - Agency funds are custodial in nature (assets equal liabilities) and do not involve 
measurement ofresults of operations. Agency funds are accounted for using the accrual basis accounting. 
These funds, including State and County revenue funds, tax collection funds, deposit funds, and clearing 
and revolving funds, account for assets held by the County in an agency capacity for individuals or other 
government units. 

Investment Trust Fund - Accounts for the external portion of the County Treasurer's investment pool, 
which commingles resources of legally separate local governments with the County in an investment 
portfolio forthe benefit ofall participants. 

Private Purpose Trust Fund - Reports resources of all other trust arrangements in which principal and 
income benefit individuals, private organizations, or other governments. Private purpose trust funds are 
reported using the economic resources measurement focus and the accrual basis of accounting. This fund 
is used to report the assets, deferred outflows of resources, liabilities, deferred inflows of resources and 
activities of the County of Santa Cruz Redevelopment Successor Agency. 
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NOTE 1 -SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued) 

C. Cash, Cash Equivalents and Investments 

The County's cash and cash equivalents are considered to be cash on hand, demand deposits, and short-term 
investments with original maturity of three months or less from the date of acquisition. Cash and cash 
equivalents are combined with investments and displayed as Cash and Investments. 

Highly liquid market investments with maturities of one year or less at time of purchase are stated at amortized 
cost All other investments are stated at fair value. Market value is used as fair value for those securities for 
which market quotations are readily available. 

The County participates in an investment pool managed by the State titled Local Agency Investment Fund 
(LAIF) which has invested a portion of the pool funds in structured notes and asset-backed securities. LAIF's 
investments are subject to credit risk with the full faith and credit of the State collateralizing these investments. 
In addition, these structured notes and asset-backed securities are subject to market risk as well as to changes 
in interest rates. 

In accordance with GAS BS tatementNo. 40, Depositand Investment Risk Disclosures (an amendment of GAS B 
Statement No. 3), certain disclosure requirements, if applicable, are provided for deposit and investment risk in 
the following areas: 

:..- Interest Rate Risk 
:..- Credit Risk 

+ Overall 
+ CustodialCreditRisk 
+ Concentration of Credit Risk 

:..- Foreign Currency Risk 

All cash and investments of proprietary funds are held in the County's investment pool. Therefore, all cash and 
investments in the proprietary funds are considered cash and cash equivalents for purposes of the statement 
of cash flows as these cash pools have the general characteristic of a demand deposit account 

D. lnterfund Transactions 

Activity between funds that are representative of lending/borrowing arrangements outstanding at the end of the 
fiscal year are referred to as "due to;from other funds" (i.e., current portion of interfund loans) or "advances 
from;to other funds" (i.e., noncurrent portion of interfund loans). Any residual balances outstanding between 
the governmental activities and business-type activities are reported in the Government-Wide Financial 
Statements as "internal balances." 

E. Inventories and Prepaid Items 

Inventories within the various fund types consist of materials and supplies which are valued at cost on a first­
in, first-out basis. Cost is determined by the weighted average cost method. A reservation of fund balance has 
been reported in the governmental funds to show that inventories do not constitute "available spendable 
resources." 

Certain payments to vendors reflect costs applicable to future accounting periods and are recorded as prepaid 
items in both government-wide and fund financial statements. The cost of prepaid items is recorded as 
expenditures/expenses when consumed, rather than when purchased. A reservation of fund balance has been 
reported in the governmental funds to show that prepaid amounts do not constitute "available spendable 
resources." 
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NOTE 1 -SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued) 

F. Capital Assets 

Government-Wide Financial Statements 

Capital assets, which include land, construction-in-progress, buildings and improvements, improvements other 
than buildings, machinery and equipment, autos and trucks, equipment under capitalized leases, and 
infrastructure assets (e.g., roads, bridges, traffic signals, and similar items), are reported in the applicable 
governmental or business-type activities in the Government-Wide Financial Statements. County policy has set 
the capitalization threshold for reporting capital assets at $5,000 (for equipment and vehicles) and $25,000 
(for infrastructure, buildings and structures). Capital assets are valued at historical cost or estimated historical 
cost if actual historical cost was not available. Donated assets are valued at their estimated fair value on the 
date donated. 

Depreciation is recorded on a straight-line basis over estimated useful lives of the assets as follows: 

Infrastructure 
Buildings and structures 
Equipment and vehicles 

4-65 years 
10-50 years 
3-1 5 years 

For infrastructure systems, the County elected to use the "Basic Approach" as defined by GAS BS tatement No. 
34 for infrastructure reporting. 

The County defines infrastructure as the basic physical assets that allow the County to function. The assets 
include streets, bridges, sidewalks, drainage systems, lighting systems, etc. Each major infrastructure system 
can be divided into subsystems. For example, the street system can be subdivided into pavement, curb and 
gutters, sidewalks, medians, streetlights, landscaping and land. These subsystems were not delineated in the 
basic financial statements. The appropriate operating department maintains information regarding the 
subsystems. 

Major outlays for capital assets and improvements are capitalized as projects are constructed. Interest on 
construction-related debt incurred during the period of construction is capitalized as a cost of the constructed 
assets. 

Maintenance and repairs are charged to operations when incurred. Betterments and major improvements which 
significantly increase values, change capacities, or extend useful lives are capitalized. Upon sale or retirement 
of capital assets, the cost and related accumulated depreciation are removed from the respective accounts and 
any resulting gain or loss is included in the results of operations. 

Fund Financial Statements 

The Governmental Fund Financial Statements do not present General Government capital assets. 
Consequently, capital assets are shown as a reconciling item in the Reconciliation of the Governmental Funds 
Balance S heetto the Government-Wide Statement of Net Position. 

The capital assets of the enterprise funds in the Proprietary Fund Financial Statements are the same as those 
shown in the business-type activities of the Government-Wide Financial Statements. Internal Service Funds' 
capital assets are combined with governmental activities. 

G. Land Held for Resale 

Land held for resale is carried at cost. An amount equal to the carrying value of land is reported in the 
nonspendable fund balance because such assets are not available to finance the County's current operations. 
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NOTE 1 -SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued) 

H. Deferred Outflows and Inflows of Resources 

The County recognizes deferred outflows of resources and deferred inflows of resources in accordance with 
GAS B Statement No. 63 and GAS B Statement No. 65. Deferred outflows and inflows of resources were items 
previously reported as assets and liabilities and are defined as "a consumption ofnet position by the government 
that is applicable to a future reporting period, and an acquisition of net position by the government that is 
applicable to a future reporting period, respectively." 

Deferred Charges-Deferred loss on Bond Refunding 

The deferred loss on bond refunding represents the excess of the amount placed in escrow (reacquisition 
price) over the carrying amount of the refunding bonds and is amortized as a component of interest expense 
over the remaining life of the refunding bonds (i.e. the shorter of the remaining life of the refunded or 
refunding bonds). 

I. Long-Term Debt 

Government-Wide Financial Statements 

Long-term debt and other financed obligations are reported as liabilities in Government-Wide Financial 
Statements and the Proprietary Fund Financial Statements. 

Bond premiums and discounts are deferred and amortized overthe life of the bonds using the effective interest 
method. Bonds payable are reported net of the applicable premium or discount. Debt issuance costs should 
be reported as expenses in the period incurred. 

Fund Financial Statements 

The Governmental Fund Financial Statements do not present long-term debt. As such, long-term debt is shown 
as a reconciling item in the Reconciliation of the Governmental Funds Balance Sheet to the Government-Wide 
Statement of Net Position. 

J . Compensated Absences 

Government-Wide Financial Statements 

For governmental and business-type activities, compensated absences are recorded as incurred and the 
related expenses and liabilities are reported. 

Fund Financial Statements 

In governmental funds, compensated absences are recorded as expenditures in the year paid, as it is the 
County's policy to liquidate any unpaid compensated absences atJ une 30 from future resources, rather than 
currently available financial resources. In proprietary funds, compensated absences are expensed to the 
various funds in the period they are earned, and such fund's share of the unpaid liability is recorded as a long­
term liability of the fund. Vested or accumulated compensated absences in proprietary funds are recorded as 
an expense and liability of those funds as the benefits accrue to employees. Accrued but unpaid liabilities at 
year-€nd are recorded in the respective funds. 

K. Claims Payable 

The County records a liability to reflect an actuarial estimate of ultimate uninsured losses for both general 
liability claims (including property damage claims) and workers' compensation claims. The estimated liability 
for workers' compensation claims and general liability claims includes "incurred but not reported" (IB NR) claims. 
There is no fixed payment schedule to pay these liabilities. 
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NOTE 1 -SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued) 

L. Pens ions 

In government-wide financial statements, retirement plans (pensions) are required to be recognized and 
disclosed using the accrual basis of accounting (see Note 14 and the required supplementary information (RS I) 
on page 123 of this report), regardless of the amount recognized as pension expenditures on the governmental 
fund financial statements, which use the modified accrual basis of accounting. 

In general, the County recognizes a net pension liability, which represents the County's proportionate share of 
the excess of the total pension liability over the fiduciary net position of the pension reflected in the actuarial 
report provided by the California Public Employees' Retirements ystem (Ca IP ERS). The net pension liability is 
measured as of the County's prior fiscal year end. Changes in the net pension liability are recorded, in the 
period incurred, as pension expense or as deferred inflows of resources or deferred outflows of resources 
depending on the nature of the change. The changes in net pension liability that are recorded as deferred 
inflows of resources or deferred outflows of resources (that arise from changes in actuarial assumptions or 
other inputs and differences between expected or actual experience) are amortized overthe weighted average 
remaining service life of all participants in the respective pension plan and are recorded as a component of 
pension expense beginning with the period in which they are incurred. 

For purposes of measuring the net pension liability and deferred outflows/inflows of resources relating to 
pensions and pension expense, information about the fiduciary net position of the County's pension plan with 
Ca IP E RS and additions to/deductions from the plan's fiduciary net position have been determined on the same 
basis as they are reported by CalPERS. For this purpose, benefit payments (including refunds of employee 
contributions) are recognized when due and payable in accordance with the benefits terms. Investments are 
reported at fair value. 

Projected earnings on pension investments are recognized as a component of pension expense. Differences 
between projected and actual investment earnings are reported as deferred inflows of resources or deferred 
outflows of resources and amortized as a component of pension expense on a closed basis over a five-year 
period beginning with the period in which the difference occurred. Each subsequent year will incorporate an 
additional closed basis five-year period of recognition. 

M. Net Position and Fund Balances 

Government-Wide Financial Statements - In the Government-Wide Financial Statements, net position is 
classified in the following: 

Net Investment in Capital Assets - This amount consists of capital assets net of accumulated 
depreciation and reduced by outstanding debt that is attributed to the acquisition, construction, or 
improvement of the assets. 

Restricted Net Position - This amount is restricted by external creditors, grantors, contributors, or laws 
or regulations of other governments. 

Unrestricted Net Position - This amount is all net position that does not meet the definition of "net 
investment in capital assets" or "restricted net position." 

Fund Financial Statements -In the fund financial statements, governmental funds report fund balance as 
nonspendable, restricted, committed, assigned or unassigned based primarily on the extent to which the County 
is bound to honor constraints on how specific amounts can be spent. 

Nonspendable fund balance - amounts that cannot be spent because they are either (a) not spendable in 
form or (b) legally or contractually required to be maintained intact. 

66 



NOTE 1 -SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued) 

M. Net Position and Fund Balances (Continued) 

Fund Financial Statements (Continued) 

Restricted fund balance - amounts with constraints placed on their use that are either (a) externally 
imposed by creditors, grantors, contributors, or laws or regulations of other governments; or (b) imposed 
by law through constitutional provisions or enabling legislation. 

Committed fund balance - amounts that can only be used for specific purposes determined by formal action 
of the County's highest level of decision-making authority (the Board) and that remain binding unless 
removed in the same manner. The underlying action that imposed the limitation needs to occur no later 
than the close of the reporting period. 

The establishment of a committed fund balance requires the passage of a resolution by a simple majority 
vote. Board action is required to change or remove the commitment. The Board resolution shall identify 
the title of the commitment, describe the specific purpose for the commitment, and the actual amount of the 
commitment or the process or formula necessary to calculate the actual amount Funding for Committed 
fund balance shall be appropriated annually by the Board as part of the budget approval process. 

Assigned fund balance - amounts that are constrained by the County's intent to be used for specific 
purposes. The intent can be established at either the highest level of decision-making authority, or by a 
body or an official designated for that purpose. 

The Board has the authority to assign funds for a specific purpose with a simple majority vote. The same 
action is required to change or remove an assignment. 

The County Administrative Officer also has the authority to assign funds for specific purposes, and to 
change or remove the assignment. The establishment, change or removal of an assignment by the County 
Administrative Officer must be reported to the Board at the next Board meeting. The Board may change or 
remove an assignment established by the County Administrative Officer with a simple majority vote. 

An appropriation of existing fund balance to eliminate a projected budgetary deficit in the subsequent year's 
budget may be classified as assigned fund balance. 

Unassigned fund balance - the residual classification forthe County's General Fund that includes amounts 
not contained in the other classifications. The General Fund is the only fund that can report a positive 
unassigned fund balance amount. In other funds, the unassigned classification is used only if expenditures 
incurred for specific purposes exceed the amounts restricted, committed, or assigned to those purposes, 
and it may be necessary to report a negative unassigned fund balance in that fund. 

The County considers restricted fund balances to be spent first when both restricted and unrestricted 
resources are available for use. Similarly, when an expenditure is incurred for purposes for which amounts 
in any of the unrestricted classifications of fund balance could be used, the County considers Committed 
amounts to be reduced first, followed by Assigned amounts and then Unassigned amounts. 
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NOTE 1 -SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued) 

M. Net Position and Fund Balances (Continued) 

Fund Ba lance Policy - The County believes that sound financial management principles require that sufficient 
funds be retained by the County to provide a stable financial base at all times. To retain this stable financial 
base, the County needs to maintain unrestricted fund balance in its County funds sufficient to fund cash flows 
of the County and to provide financial reserves for unanticipated expenditures and,br revenue shortfalls of an 
emergency nature. Committed, assigned and unassigned fund balances are considered unrestricted. 

The purpose of the County's fund balance policy is to maintain a prudent level offinancial resources to protect 
against reducing service levels or raising taxes and fees because of temporary revenue shortfalls or unpredicted 
one-time expenditures. 

The County has adopted a policy to achieve and maintain committed and assigned fund balance categories of 
no less than 736 of the upcoming budget year's estimated revenues. 

Additional detailed information, along with the complete Fund Balance Policy can be obtained from the County 
Auditor-Controller-Treasurer-Tax Collector's office located at 701 Ocean Street, Room 100, Santa Cruz, CA 
95060. 

Reserve for Economic Uncertainty 

The County has established a separate committed fund balance account known as the Reserve for Economic 
Uncertainty. Funding forthe Reserve for Economic Uncertainty is established by a resolution of the Board, and 
will be approved annually by the Board during the budget approval process. 

The County's Reserve for Economic Uncertainty is to be used only during recessions or periods of economic 
distress as measured by periods of time when the local unemployment rate exceeds 8% and/or the rate of 
inflation exceeds the growth in property taxes. Any use of funds requires a four-fifths vote of the Board 
appropriating the funds. 

As ofJ une 30, 2016, the County's Reserve for Economic Uncertainty fund balance was $10,000,000 and is 
included in the General Fund. 

Reserve for Natural Disasters 

The County has established a separate committed fund balance account known as the Reserve for Natural 
Disasters. Funding forthe Reserve for Natural Disasters is established by a resolution of the Board, and will be 
approved annually by the Board during the budget approval process. 

The purpose of the County's Reserve for Natural Disasters is to fund the extraordinary operating costs, legal 
costs, and cash flow problems associated with delays in State and Federal reimbursements for any natural 
disaster declared by the County's Director of Emergency Services and subsequently ratified by the Board, and 
the State orthe Federal government. Any use of funds requires a four-fifths vote of the Board appropriating 
the funds. 

As ofJ une 30, 2016, the County's Reserve for Natural Disasters fund balance was $1,251,089 and is included 
in the General Fund. 
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NOTE 1 -SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued) 

N. Property Tax Levy, Collection and Maximum Rates 

The State of California Constitution, Article XIIIA provides that the combined maximum property tax rate 
on any given property may not exceed 1% of its assessed value unless an additional amount for general 
obligation debt has been approved by the voters. 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. These general property tax rates do not apply to taxes levied to pay the interest and 
redemption charges on any indebtedness incurred priortoJ une 6, 1978, or subsequently approved by the 
voters. Supplemental property taxes are levied on a pro rata basis when changes in assessed valuation 
occur due to sales transactions or the completion of construction. The State Legislature has determined 
the method of distribution among the counties, cities, school districts, and other districts of receipts from 
the 1 % property tax levy. 

The County assesses properties, bills for, and collects taxes as follows: 

Secured Unsecured 
Levy Dates July 1 July 1 
Lien Dales January 1 January 1 
Due Dales November 1 and February 1 August 1 
Delinquent After December 10 and April 10 August 31 

Tax Rate Per $100 
Full Cash Value $1 $1 

Lale Penalty 10% 10% 
Delinquent Interest 1-1.5% per month 1-1.5% per month 

These taxes are secured by liens on the property being taxed. The Board annually sets the rates of the County 
and district taxes and levies County and district taxes as provided by law. The term "secured" refers to taxes 
on land and buildings, while "unsecured" refers to taxes on personal property other than land and buildings. 
During fiscal year 1993-1994, the Board adopted the Alternative Method of Tax Apportionment (the Teeter 
P Ian). U nderthis method, the County allocates to all taxingjurisdictions under the County, 100% of the secured 
property taxes billed, even if it has not yet been collected. In return, the County retains the subsequent 
delinquent payments and associated penalties and interest The penalties and interest are accumulated in an 
Agency Fund. The County may transfer to the General Fund any excess over the reserve required by the Board 
and the State. 

Delinquent property taxes receivable are shown on the statement of net position of the property tax collections 
funds reported in the Agency Funds. Under state law, real property is not subject to sale for reasons of 
delinquent taxes until the end of the fifth year of delinquency, and the taxpayer may arrange to repay the 
delinquent taxes over a five year period and any time within the five year period, although the property is subject 
to a cash redemption up to the time of the sale. 

Secured property taxes are recorded as revenue when apportioned in the fiscal year of the levy. The County 
apportions secured property tax revenue in accordance with the alternate method of distribution prescribed by 
Section 4705 of the State of California Revenue and Taxation Code. This alternate method provides for 
crediting each applicable fund with its total secured taxes upon completion of the secured tax roll. 

Under the alternate apportionment method, specified amounts of penalties and interest collected on delinquent 
secured taxes are held in trust in the secured tax losses reserve fund to fund specified tax redemption shortfalls. 
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NOTE 1 -SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued) 

0. Use of Estimates 

The preparation of the basic financial statements in conformity with GAAP requires management to make 
estimates and assumptions that affect the reported amounts of certain assets and liabilities and the disclosure 
of contingent assets and liabilities at the date of the basic financial statements and the related reported amounts 
of revenues and expenses during the reporting period. Actual results could differ from those estimates. 

NOTE 2 -CASH AND INVESTMENTS 

The County sponsors an investment pool that is managed by the CountyTreasurerforthe purpose of increasing 
interest earnings through investment activities. Cash and investments for most County activities are included 
in the investment pool. Interest earned on the investment pool is distributed to the participating funds monthly 
using a formula based on the average daily cash balance of each fund. Interest earned throughJ une 30, 2016, 
was distributed on the seventh business day during July 2016, and is shown as part of receivables on the 
financial statements. 

The following is a summary of cash and investments atJ une 30, 2016: 

Government-Wide Statement of Net Position 
Primary Government Component Unit 

Governmental Business-Type Santa Cruz County 
Activities Activities Total Sanitation District 

Cash and Investments $ 190.296.596 $ 9.131.611 $ 199.428.207 $ 14.081.483 
Restricted Cash and Investments 15.028,168 7,223.325 22.251,493 969.937 

Total Cash and Investments $ 205.324,764 $ 16,354.936 $ 221.679,700 $ 15,051.420 

Fiducia!}'. Funds 

Agency lnvestment Private Purpose County 
Funds Trust Fund Trust Fund Total 

Cash and Investments $ 56.285.557 $ 425.895.722 $ 13.725.531 $ 709.416.500 
Restricted Cash and Investments 9.080,134 32,301.564 

Total Cash and Investments $ 56.285.557 $ 425.895.722 $ 22.805.665 $ 741.718.064 

Cash and Restricted Cash 
Investments and lnvestments Total 

Primary Government and Fiduciary Funds: 
Cash on hand or imprest cash $ 686,643 $ $ 686,643 
Cash deposits in treasury pool 13,336,147 13,336,147 
Investments in treasury pool 681,312,227 681,312,227 
Restricted investments in other pools 24,870,379 24,870,379 
Restricted cash deposits in treasury pool: 

Davenport Sanitation District 16,585 16,585 
County Disposal Sites CSA 9C 6.444,663 6.444,663 

Total 695,335,017 31,331,627 726,666,644 

Component Unit: 
Investments in treasury pool 14,081.483 14,081.483 
Restricted investments in other banks 969,937 969,937 

Total 14,081.483 969,937 15,051.420 

Total cash and investments $ 709,416,500 $ 32,301,564 $ 741.718,064 
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NOTE 2 -CASH AND INVESTMENTS (Continued) 

AtJ une 30, 2016, the County's cash on hand, deposits, and investments consisted of: 

other Banks/ 
Treasury Investment 

Pool Pools Total 

Primary Government and Fiduciary Funds: 
Cash on hand or imprest cash $ 167.221 $ 519.422 $ 686.643 
Deposits 13.336.147 13.336.147 
Investments 687.756.890 24.886.964 712.643.854 

Total Primary Government and Fiduciary Funds 701.260.258 25.406.386 726.666.644 

Component Unit: 
Investments 14.081.483 969.937 15.051.420 

Total Component Unit 14.081.483 969.937 15.051.420 

Total reporting entity $ 715,341,741 $ 26,376,323 $ 741,718,064 

The carrying amounts of the County's cash deposits were $13,336,147 atJ une 30, 2016, of which the bank 
balances were fully insured or collateralized with securities held by the pledging financial institutions in the 
County's name as discussed below. 

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

The market value of pledged securities must equal at least 110% of the County's cash deposits. State law also 
allows institutions to secure County deposits by pledging firsttrust deed mortgage notes having a value of 1 50% 
of the County's total cash deposits. The County may waive collateral requirements for cash deposits, which 
are fully insured up to $250,000 by the Federal Deposit Insurance Corporation. The County, however, has not 
waived the collateralization requirements. 
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NOTE 2 -CASH AND INVESTMENTS (Continued) 

A. Investments 

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

Maximum Maximum 
Maximum Percentage of Investment in 

Authorized Investment Types Maturity Portfoiio One Issuer 

Local agency bonds 5 years 10% None 
U.S. Treasuiy obligations 5 years 100% None 
U.S. Government Agency obligations 5 years 100% 25% 
Bankers' acceptances 180 days 40% 10% 
Commercial paper 270 days 25% 10% 
Negotiable certificates of deposit 5 years 30% 10% 
Bank deposit 5 years 10% 10% 
Repurchase agreements 1 year 100% 10% 
Medium-term notes 5 years 30% 10% 
Mutual funds/money market mutual funds NIA 20% 10% 
LAIF NIA $50 million None 
Joint Powers Authority investment funds NIA 25% None 
Supra nationals 5 years 30% None 

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

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

B. Interest Rate Risk 

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

AtJ une 30, 2016, the County had the following investment maturities: 

Investment Maturities (In Years) 

Fair 
Investment Type Value less than 1 1 to 2 2 to 3 3 to 4 More than 4 

U.S. Treasury Securities $ 229.569.872 $ 129.178.440 $ 100.391.432 $ $ $ 

Federal Agency Securities 279.771.397 124.216.160 84.214.880 71.340.357 

Medium-Term Notes - Other 52.174.593 30.077.800 12.014.530 10.082.263 

Money Market Mutual Funds 10.000.000 10.000.000 

LAIF 38.060.159 38.060.159 

Certificates of Deposit 70.995.595 70.979.009 16.586 

Investment Agreements 12.000.000 12.000.000 

Supemationafs 30.233.400 30.233.400 

Total investments $ 722.805.015 $ 343.532.559 $ 267.599.851 $ 111.672.605 $ $ 
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NOTE 2 -CASH AND INVESTMENTS (Continued) 

C. Concentration of Credit Risk 

D. 

AtJ une 30, 2016, in accordance with State law and the County's Investment Policy, the County did not have 
5% or more of its net investment in commercial paper, corporate bonds or medium-term notes of a single 
organization, nor did it have 1036 or more of its net investment in any one money market mutual fund. 
Investments in obligations of the U.S. government, U.S. government agencies, or government-5ponsored 
enterprises are exempt from these limitations. 

The following schedule is a summary of the credit quality distribution and concentration of credit risk by 
investment type as a percentage of the County Investment Pool's fair value atJ une 30, 2016. 

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

U.S. Treasury Securities AA+ Aaa 31.31% 
Federal Agency Securities AA+ Aaa 38.19% 
Supranational AAA Aaa 4.11% 
Medium-Term Notes AA/AAA A+ 7.13% 
Money Market Mutual Funds Unrated Unrated 1.37% 
Local Agency Investment Fund (LAIF) Unrated Unrated 5.21% 
Certificates of Deposit A1+ P1 9.58% 
Checking Account Unrated Unrated 1.46% 
Investment Agreements Unrated Unrated 1.64% 

Total 100.00% 

Custodial Credit Risk 

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

E. Local Agency Investment Fund (LAIF) 

The County is a participant in LAIF which is regulated by California Government Code Section 16429 underthe 
oversight of the Treasurer of the State. The County's investments with LAIF atJ une 30, 2016, included a 
portion of the pool funds invested in Structured Notes and Asset-Backed Securities: 

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

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

As of June 30, 2016, the County had $38,060,159 invested in LAIF, which had invested 0.08% of the pool 
investment funds in Structured Notes and Asset-Backed Securities as compared to 0.13% in the previous year. 
LAIF provided a fair value factor of 1.000621222 to calculate the fair value of the investments in LAIF. However, 
an adjustment was not made to reflect the fair market value of LAIF, as the fair market value adjustment was 
considered immaterial. 

LAIF is overseen by the Local Agency Investment Advisory Board, which consists of five members, in 
accordance with State statute. 
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NOTE 2 -CASH AND INVESTMENTS (Continued) 

F. Fair Value Measurements 

The Pool categorizes its fair value measurements within the fair value hierarchy established by generally 
accepted accounting principles. These principles recognize a three-tiered fair value hierarchy, as follows: 

Level 1: Investments reflect prices quoted in active markets, 

Level 2: Investments reflect prices that are based on a similar observable asset either directly or indirectly, 
which may include inputs in markets that are not considered to be active, and 

Level 3: Investments reflect prices based upon unobservable sources. 

The Pool has the following recurring fair value measurements as ofJ une 30, 2016: 

Fair Value Measurements Using 

Investment by Fair Value Level 

Debt Securities: 

U.S. Treasury Securities $ 

Federal Agency Securities 

Medium-Term Notes - Other 

Certificates of Deposit 

Investment Agreements 

Supernationa!s 

Totai Investments Measured at Fair Value 

Investments Measures at Amortized Cost: 

Money Market Mutual Funds 

LAIF 

Total Pooled and Directed Investments $ 

229,569.872 $ 

279,771.397 

52,174.593 

70,009.072 

12,000.000 

30,233.400 

673.758,334 $ 

10.000,000 

38.060,159 

721.818.493 
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Quoted 
Prices in 

Active 
Markets for 

Identical 
Assets 

(level 1) 

229,569.872 

279,771.397 

52,174.593 

70,009.072 

12,000.000 

30,233.400 

673,758.334 

Significant 
Other 

Observable 
Inputs (Level 2) 

$ 

$ 

Significant 
Unobservable 

Inputs (Level 3) 

$ 

$ 



NOTE 3 -RESTRICTED CASH AND INVESTMENTS 

Cash and investments atJ une 30, 2016, that are restricted by legal or contractual requirements are comprised 
of the following: 

Governmental Activities 

Nonmajor Governmental Funds: 

Used for debt service 

Business-Type Activities 

County Disposal Site CSA 9C: 

Used for landfill deposits 

Davenport Sanitation District: 

Used for debt service and bond reserves 

Component Unit 

Santa Cruz County Sanitation District: 

Used for debt service 

Fiduciary Funds 

County of Santa Cruz Redevelopment Successor Agency: 

Used for debt service 

NOTE 4- RECEIVABLES 

$15,028,168 

7,206,740 

16,585 

7,223,325 

969,937 

9,080,134 

$32,301,564 

Receivables at year end for the County's major individual funds and non major and internal service funds in the 
aggregate, including the applicable allowances for uncollectible accounts, are as follows: 

lntemal Total 
Genera! Housing Capital Projects Nonmajor Service Governmental 

Fund Fund Fund Funds Funds Activities 

Governmental Activities: 
Accounts $ 31,078,343 $ 1,757,091 $ 1,268,882 $ 7,999,726 $ 988,580 $ 43,092,622 
Taxes 2,704,034 2,704,034 

Gross receivables 33,782,377 1,757,091 1,268,882 7,999,726 988,580 45,796,656 
Less: allowance for uncollectibles (1,491,876) (1,491,876) 

Net receivables $ 32,290,501 $ 1,757,091 $ 1,268,882 $ 7,999,726 $ 988,580 $ 44,304,780 

County Total 
Disposal Nonmajor Business-Type 

Sites CSA 9C Funds Activities 

Business-Type Activities: 
Accounts receivable $ 512,625 $ 157,096 $ 669,721 
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NOTE 5 -INTER FUND TRANSACTIONS 

A. Government-Wide Financial Statements 

Long-Term Internal Balances 

AtJ une 30, 2016, the County had the following long-term internal balances: 

I Internal Balances Payable I 
Business-Type Activities $ 

Internal 
Balances 

Receivables 

Governmental 
Activities 

852,689 

The "Internal balances" on the Statement of Net Position (Government-wide) represents the net total amount of 
due to;from and advances to;from between Governmental funds and Enterprise funds and between Internal 
Service funds and Enterprise funds. These due to;from amounts include any that are the result of allocating 
operating profits and losses of the Internal Service funds to the Enterprise funds (Internal Service fund 
allocation). The due to;from amounts that are the results ofoperating profits Aosses of the Internal Service funds 
are cumulative. Each current year amount is netted with the amounts from prior year. 

B. Fund Financial and Proprietary Fund Statements 

Due to;from 

The County had the following due to;from other funds as ofJ une 30, 2016: 

,,, Due from Other Funds 
"O 
C: 

County Disposal Internal ::, 
"- General Capital Projects Sites CSA 9C Service 
~ 

"' Fund Fund Fund Funds .c -0 
Nonmajor Governmental Funds 0 $ 1,415.354 $ 17.822 $ 324.813 $ 1,060.000 -"' Internal Service Funds 734.898 

::, 
C Total $ 1,415,354 $ 17,822 $ 324,813 $ 1,794,898 

Total 

$ 2,617.989 

734.898 

$ 3,552,887 

All balances resulted from short-term loans used to cover operating cash deficits at year end. These amounts 
will be repaid in the following fiscal year. 
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NOTE 5 -INTER FUND TRANSACTIONS (Continued) 

B. Fund Financial and Proprietary Fund Statements (Continued) 

Long-Term Advances 

-:::, 
0 
II! 
£! 
"' C: ., 
~ 

I-

The County had the following long-term advances as of June 30, 2016: 

E"' 
e"" ... C: 

"' :::, 
"' u. " ~ C a, 
"" .c >-
~o 

County Disposal Sites CSA 9C Fund 

Advances to 
Other Funds 

Nonmajor 
Governmental 

Funds 

$ 244,680 

This balance consists ofa long-term advance between the Financing Authorities Fund and the County Disposal 
Sites CSA 9C Fund of $244,680. 

Transfers in,but 

The County had the following transfers for the year endingJ une 30, 2016: 

Transfers In 

Nonmajor Nonmajor 

General Capital Projects Governmental lnternal Service Enterprise 

Fund Fund Funds Funds Funds Total 

General Fund $ $ 3.683.687 $ 8.407.244 $ 211.854 $ $ 12.302.785 

Capital Projects Fund 103 62.162 62.265 

Nonmajor Governmental Funds 4.025.135 1.310.634 5.335.769 

Nonmajor Enterprise Funds 391.559 391.559 

Total $ 4.025,238 $ 4.994,321 $ 8.469,406 $ 211,854 $ 391,559 $ 18,092.378 

Transfers are contributions to other funds to finance various programs in accordance with budgetary 
authorizations. 

Transfers to,from other funds atJ une 30, 2016 are as follows: 

Transfer From 

General Fund 

Transfer To 
Capita! Projects Fund 

Nonmajor Govemmenta! Funds 
Nonmajor Govemmenta! Funds 
Internal Service Fund 

Nonmajor General Fund 
Governmental Genera! Fund 

Funds General Fund 

Capital Projects Fund 

Capital Projects Nonmajor Governmental Funds 
Fund General Fund 

Nonmajor Nonmajor Enterprise Funds 
Enterprise Funds 

Amount 
$ 3,683,687 

7,852,836 
554,408 

211,854 
12.302.785 

Pu ose 
To finance various facilities capita! projects 

To Financinq Authorities Fund for debt service 
To finance Park Dedication capita! projects 
To internal service fund to purchase fleet vehicles 

2,264,128 Mosquito Abatement Fund to General Fund for salaries 
997,853 Debt Service Fund 
763,154 Financing Authorities Fund drawdown for General Fund 

projects 
1,310,634 Financing Authorities Fund Certificates of Paticipation 

drawdown for capita! projects 
S.335,769 

62,162 To the Road Fund & Public Protection Fund for improvements 
--~=1~0=3 Realignment of Capital Projects funds 

62,265 

391,559 For Rolling Woods CSA 10 taking over responsibility of 
septic sevices prevously reported in Graham Hill CSA 57 

$ 18.092.378 
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NOTE 6 -LOANS RECEIVABLE 

A. Government-Wide Financial Statements 

GAS B Statement No. 38, Certain Financial Statement Note Disclosures, requires the disclosure of significant 
receivable balances not expected to be collected within one year of the date of the financial statements. 
Following is the detail of receivable balance not expected to be collected within the next fiscal year: 

Loans Receivable 

Homeowner Loans 
First Time Homebuyer Program $ 5,725,351 
Hand loans 4,266,854 
Mobile Home Change Out Program 5,171,980 
Mobile Home Rehab Program 295,592 
Mobile Home Rehab Program (Bonds) 23,069 
Sorrento Oaks 10,000 

Total Homeowner Loans 15,492,846 

Housing Project Loans 
Aptos Cottages (Miller) 7,137,111 
CFSC, Inc - Brommer St 2,407,200 
Golden Torch 1,291,677 
Housing for Independent People 40,940 
Marmo's 1,642,323 
McGregor 891,748 
McIntosh Coach Purchase #12 98,000 
McIntosh Coach Purchases 80,936 
Mercy - McIntosh (Coach Loan) 348,665 
Mercy - Rehab 95,236 
MidPen Housing - St. Stephens 4,970,330 
Mid-Peninsula the Farm, Inc 2,004,265 
Minto 9,611,465 
Pacific Family Coach Acquisitions 63,702 
Pacific Family-SCH 2,670,411 
Pleasant Acres Coach Acquisitions 58,725 
Pleasant Acres Permanent Financing 3,512,452 
Property Tax Postponement Loans 137,768 
San Andreas 700,000 
South County Housing Corp 4,907,117 
St. Stephens Predevelopment 421,832 
Vista Verde Family Housing 1,165,000 

Total Housing Project Loans 44,256,903 

City of Watsonville Loan 128,000 

Total Loans Receivable $ 59,877,749 

The St.Stephens Predevelopment loan is an unsecured loan, which will be converted to a loan secured by the 
deed of trust to the property upon commencement of development. All remaining loans are housing loans 
secured by deeds of trust on the properties. 
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NOTE 6 -LOANS RECEIVABLE (Continued) 

B. Business-Type Financial Statements 

The County had the following loans receivable as ofJ une 30, 2016: 

Nonmajor business-type fund: 
Septic tank maintenance CSA 12 

Total business-type loans receivable 

NOTE 7 -CAP ITAL ASSETS 

A. Government-Wide Financial Statements 

$ 

$ 

The following is a summary of capital assets for governmental activities: 

Balance Prior Period Beginning 

July 1, 2015 Adjustment Balance Additions 

Governmental activities: 

Capital assets, not being depreciated: 

Land $ 63.504.578 $ 84.038 $ 63.588.616 $ 
Construction-in-progress 9.996.583 9.996.583 7.073.771 

Total capital assets, 

not being depreciated 73.501.161 84.038 73.585.199 7.073.771 

Capital assets, being depreciated: 

Infrastructure 610.143.812 610.143.812 8.754.459 

Buildings 180.067.944 (460.916) 179.607.028 91.650 

Machinery and equipment 49.128.427 (540.292) 48.588.135 3.254.299 

Total capital assets, 

being depreciated 839.340.183 (1.001.208) 838.338.975 12.100.408 

Less accumulated depreciation for: 

Infrastructure (263.287.274) (263.287.274) (13.609.742) 

Buildings (82.498.777) (1.156.662) (83.655.439) (5.869.607) 

Machinery and equipment (39.862.253) 2.680.113 (37.182.140) (3.533.064) 

Total accumulated depreciation (385.648.304) 1.523.451 (384.124.853) (23.012.413) 

Total capital assets, 

being depreciated, net 453.691.879 522.243 454.214.122 (10.912.005) 

Governmental activities 

capital assets, net $ 527.193,040 $ 606.281 $527.799,321 $ (3,838.234) 
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53,232 

53,232 

Reclass- Balance 

Retirements ifications June 30, 2016 

$ $ $ 63.588.616 

(7.837.519) 9.232.835 

(7.837.519) 72.821.451 

618.898.271 

(57.740) 4.399.046 184.039.984 

(6.336.002) 3.438.473 48.944.905 

(6.393.742) 7.837.519 851.883.160 

(276.897.016) 

57.740 (89.467.306) 

6.186.756 (34.528.448) 

6.244.496 (400.892.770) 

(149.246) 7.837.519 450.990.390 

$ (149.246) $ $ 523.811,841 



NOTE 7 -CAP ITAL ASSETS (Continued) 

A. Government-Wide Financial Statements. (Continued) 

Depreciation expense was charged to governmental functions as follows: 

Governmental Activities: 
General government 
Public protection 
Public ways and facilities 
Health and sanitation 
Public assistance 
Education 
Recreation and culture 

Subtotal 

Capital assets held by the County's internal 
service funds are charged to the various 
functions based on their usage of the assets 

Total 

Total 

$ 1,618,558 
3,132,624 

13,609,742 
1,131,882 

922,631 
218,031 
490,781 

21,124,248 

1,888,165 
$23,012,413 

The following is a summary of capital assets for business-type activities: 

Balance Reclass-

July 1, 2015 Additions Retirements ifications 

Business-Type activities: 
Capital assets, not being depreciated: 

Land $ 1,858,849 $ $ $ 
Construction-in-progress 6,268,785 692,120 (6,464,570) 

Total capital assets, 
not being depreciated 8,127,634 692,120 (6,464,570) 

Capital assets, being depreciated: 
Bull dings 44,577,288 193,536 6,464,570 
Machtnery and equipment 10,437,772 673,807 (1,467,528) 

Total capital assets, 
being depreciated 55,015,060 867,343 (1,467,528) 6,464,570 

Less accumulated depreciation for: 
Buildings (24,132,783) (1,589,810) 
Machinery and equipment (10,183,858) (106,616) 1,459,835 

Total accumulated deprecfatioI (34,316,641) (1,696,426) 1,459,835 

Total capital assets, 
being depreciated, net 20,698,419 (829,083) (7,693) 6,464,570 

Business-Type activities 

capital assets, net $ 28.826.053 $ (136,963) $ (7,693) $ -

80 

Balance 
June 30, 2016 

$ 1,858,849 

$ 496,335 

2,355,184 

51,235,394 
9,644,051 

60,879,445 

(25,722,593) 
(8,830,639) 

(34,553,232) 

26,326,213 

$ 28,681,397 



NOTE 7 -CAP ITAL ASSETS (Continued) 

A. Government-Wide Financial Statements, (Continued) 

Depreciation expense was charged to business-type functions as follows: 

Business-Type Activities: 
County Disposal Sites CSA 9C 
Boulder Creek CSA 7 
Rolling Woods CSA 10 
Septic Tank Maintenance CSA 12 
Freedom County Sanitation District 
Davenport Sanitation District 
Place de Mer CSA 2 
Sand Dollar Beach CSA 5 

Total 

Total 

$ 1,208,098 
62,509 
9,225 
4,847 

205,897 
165,390 

5,542 
34,918 

$ 1,696,426 

B. Component Unit- Santa Cruz County Sanitation District (the District) 

Balance 

July 1, 2015 Additions Deletions 

Nondepreciable assets: 

Construction-in-progress $ 13.250.779 $ 11.599.939 $ 
Total nondepreciable assets 13.250.779 11.599.939 

Depreciable assets: 

Pumping stations 42.808.761 

Transmission systems 109.321.561 423.391 

Sewage treatment capacity rights 35.148.509 

Mobile equipment 3.379.469 93.784 (80.243) 

other equipment 2.452.693 77.041 (881.731) 

Total depreciable assets 193.110.993 594.216 (961.974) 

Accumulated depreciation: 

Pumping stations (22.146.066) (756.343) 

Transmission systems (37.429.636) (2.355.762) 

Sewage treatment capacity rights (14.001.508) (912.948) 

Mobile equipment (2.663.620) (173.293) 80.243 

other equipment (1.817.816) (135.691) 881.731 

Total accumulated depreciation (78.058.646) (4.334.037) 961.974 

Depreciable assets, net 115.052.347 (3.739.821) 

Total capital assets, net $ 128,303.126 $ 7,860.118 $ 

Depreciation expense for the District atJ une 30, 2016, is $4,334,037. 
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Balance 

Reclassification June 30, 2016 

$ (294.427) $ 24.556.291 

(294.427) 24.556.291 

42.808.761 

109.744.952 

35.148.509 

3.393.010 

1.648.003 

192.743.235 

(22.902.409) 

(39.785.398) 

(14.914.456) 

(2.756.670) 

(1.071.776) 

(81.430.709) 

111.312.526 

$ (294,427) $ 135,868.817 



NOTE 8-S HORT-TERM DEBT-TAX AND REVENUE ANTICIPATION NOTES 

The County issues tax and revenue anticipation notes annually to meet current expenses, capital expenditures, 
and other obligations or indebtedness until sufficient taxes or revenues are collected to fund the County's 
operations. 

Tax and revenue anticipation notes payable debt activity for the year endedJ une 30, 2016, was as follows: 

Fiscal Interest Beginning Accrued Ending 
Year Rate Balance Additions Deletions Interest Balance 

2015 1.0% $ 50,997,222 $ 50,000,000 $ (50,997,222) $ 498,611 $ 50,498,611 
2016 2.0% $ 50,498,611 $ 50,000,000 $ (101,495,833) $ 997,222 $ 
2017 3.0% $ $ 41,500,000 $ $ $ 41,500,000 

NOTE 9 -LEAS ES 

A. Operating Leases 

The County has entered into certain operating leases as lessee. Total expenditures for these operating leases 
for the fiscal year endedJ une 30, 2016, were $2,484,338. 

As ofJ une 30, 2016, the County has future minimum operating lease payments with a remaining term in excess 
of one year as follows: 

Governmental 
Year Ending June 30, Activities 

2017 $ 1,496,821 
2018 1,439,905 
2019 1,211,465 
2020 1,053,438 
2021 1,016,928 

2022-2026 1,418,396 
2027-2031 273,602 
2032-2036 309,555 
2037-2041 350,233 
2042-2046 396,257 
2047-2051 448,328 
2052-2056 507,242 
2057-2061 453,381 

$ 10,375,551 
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NOTE 9- LEAS ES (Continued) 

B. Capital Leases 

The County has entered into certain capital lease agreements under which the related equipment, computers, 
vehicles, and furniture become the property of the County. The leased assets are presented as components 
of capital assets and the lease liabilities are presented as components of long-term debt. 

Government-Wide Activities 

Governmental Activities: 
Energy efficient infrastructure 
Elections Equipment 
Parks, Open Space & Cultural Services-Mower 
Copy machines 

Subtotal Governmental Activities: 

Internal Service Fund Activities 
Public Works copy machines 
Information Services copy machines 
Information Services Phone System 

Subtotal Internal Service Fund Activities: 

Total government-wide capital lease obligations 

Business-type Activities 

Enterprise Fund Activities: 
County Disposal Sites CSA 9C copy machines 

Total business-type capital lease obligations 

Stated 
Interest 

Rate 

3.62% 
6.82% 
4.34% 
12.54% 

12.54% 
10.75% 
5.25% 

Present Value of 
Remaining 

Payments as of 
June 30, 2016 

$ 

$ 

$ 

4,047,331 
103,801 
23,100 

171,525 
4,345,757 

14,915 
10,831 

2,367,747 
2,393,493 

6,739,250 

4,614 

4,614 

Equipment, computers, vehicles, furniture, and accumulated amortization under capital leases are as follows: 

Equipment, computers, furniture, and vehicles 
Structures and improvements 

Total assets under capital leases 

Less: accumulated depreciation 

Net 

$ 

$ 
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Governmental 
Activities 

Business-Type 
Activities 

3,522,957 $ 5,140 
6,041,400 

9,564,357 

(2,528,551) 

5,140 

(428) 

7,035,806 =$=====4=,7=12= 



NOTE 9- LEAS ES (Continued) 

B. Capital Leases, (Continued) 

As ofJ une 30, 2016, capital lease annual amortization is as follows: 

Governmental Business-Type 
Year Ending June 30, Activities Activities 

2017 $ 1,171,783 $ 1,611 
2018 1,148,874 1,611 
2019 1,033,386 1,611 
2020 1,009,522 805 
2021 999,925 

2022-2026 2,246,251 
2027 449,250 

Total Requirements 8,058,991 5,638 

Less: Interest (1,319,741) (1,024) 

Present Value of Remaining Payments ~ 6 739 250 ~ 4 614 
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NOTE 10-LONG-TERM DEBT 

The following is a summary of long-term liabilities transactions for the year endedJ une 30, 2016: 

Ba!ance Debt Issued or Debt Retired or Balance Due in DUB in More 
July 1, 2015 Trandfurred In Transferred Out June 30. 2016 One Year Than One Year 

Governmental Activities Debt: 
1996 Refunding Certificates of Participation 5 14,690,000 5 $ (905,000) $ 13,785,000 $ 955,000 $ 12,630,000 

2002 Refunding Certificates of Participation 1,895,000 (65,000) 1,830,000 70,000 1,760,000 
2002 Unamortized bond premium 73,631 (4,208) 69,423 4,208 65,215 

Subtotal 1,968,631 (69,208) 1,899,423 74,208 1,825,215 

2005 Refunding Certificates of Participation 4,805,000 (700,000) 4,105,000 735,000 3,370,000 
2005 Unamortized bond discount (23,860) 4,339 (19,521) (4,339) (15,182) 

Subtotal 4,781,140 (695,661) 4,085,479 730,661 3,354,818 

1999 Local Agency Revenue Bonds 165,000 (30,000) 135,000 30,000 105,000 

2004 Certificates of Participation 12,945,000 {12,945,000) 
2004 Unamortized bond premium 12,319 (12,319) 

Subtotal 12,957,319 {12,957,319) 

2006 Certificates of Participation 6,300,000 (400,000) 5,900,000 410,000 5,490,000 
2006 Unamortized bond discount (44,933) 2,090 (42,843) (2,090) (40,753) 

Subtotal 6,255,067 (397,910) 5,857,157 407,910 5,449,247 

2008 Certificates of Participation 2,690,000 (360,000) 2,330,000 375,000 1,955,000 
2008 Unamortized bond premium 57,940 (6,816) 51,124 6,816 44,308 

Subtotal 2,747,940 (366,816) 2,381,124 381,816 1,999,308 

2011 Certificates of Participation 5,310,000 (155,000) 5,155,000 160,000 4,995,000 
2011 Unamortized bond discount (3,940) 188 (3,752) (188) (3,564) 

Subtotal 5,306,060 (154,812) 5,151,248 159,812 4,991,436 

2012 lease Revenue Refunding Bond. Series A 1,706,327 (64,166) 1,642,161 66,542 1,575,619 
2012 Unamortized bond discount (15,948) 839 (15,109) (839) (14,270) 

Subtotal 1,690,379 (63,327) 1,627,052 65,703 1,561,349 

2014 Refunding Certificates of Participation 6,005,000 (250,000) 5,755,000 255,000 5,500,000 
2014 Unamortized bond premium 281,168 (16,539) 264,629 16,539 248,090 

Subtotal 6,286,168 (266,539) 6,019,629 271,539 5,748,090 

2014 lease Revenue Bonds 11,810,000 {11,810,000) 
2014 Unamortized bond premium 514,514 (514,514) 

Subtotal 12,324,514 {12,324,514) 

2014 lease Revenue Bonds 5,065,000 (170,000) 4,895,000 175,000 4,720,000 
2014 Unamortized bond premium 220,377 (11,019) 209,358 11,019 198,339 

Subtotal 5,285,377 (181,019) 5,104,358 186,019 4,918,339 

2015 Refunding Certificates of Participation 13,770,000 (1,465,000) 12,305,000 1,390,000 10,915,000 

2015 lease Revenue Bonds 9,945,000 (180,000) 9,765,000 235,000 9,530,000 
2015 Unamortized bond premium 60,130 (2,004) 58,126 2,004 56,122 

Subtotal 10,005,130 (182,004) 9,823,126 237,004 9,586,122 

California Energy Resources Conservation 
and Development Commission 98,456 (40,788) 57,668 42,027 15,641 

Subtotal bonds and loans payable 69,270,674 29,060,507 {30,099,917) 68,231,264 4,931,699 63,299,565 

OPEB Liability 110,390,529 7,957,976 118,348,505 118,348,505 

Compensated absences 22,079,397 18,367,320 {17,928,426) 22,518,291 18,284,808 4,233,483 

Capita! leases 4,731,155 69,281 (454,679) 4,345,757 442,721 3,903,036 

T eta! governmental activities $ 206,471,755 $ 55,455,084 $ f48,483,022) $ 213,443,817 $ 23,659,228 $ 189,784,589 
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NOTE 10 -LONG-TERM DEBT (Continued) 

Ba!ance Debt Issued or Debt Retired or Ba!ance Due in Due ln More 
July 1, 2015 Transferred In Transferred Out June 30, 2016 One Year Than One Year 

Governmental Activities Debt, Continued: 
Internal Service Funds 

Compensated absences $ 4,317,682 $ 3,474,094 $ (3,124,378) $ 4,667,398 $ 3,362,989 $ 1,304,409 
Estimated claims 38,986,910 12,049,811 (12,032,593) 39,004,128 7,874,488 31,129,640 
Capita! leases 2,799,600 9,516 (415,624) 2,393,492 436,612 1,956,880 

Total internal Service Funds $ 46,104,192 $ 15,533,421 $ l15,572,595J $ 46,065,018 $ 11,674,089 $ 34,390,929 

Total Government-Wide Activities 
Compensated absences $ 26,397,079 I 21,841,414 I (21,052,804) $ 27,185,689 I 21,647,797 I 5,537,892 
Estimated claims 38,986,910 12,049,811 {12,032,593) 39,004,128 7,874,488 31,129,640 
Other long-term liabilities 

Bonds and loans payable 69,270,674 29,060,507 {30,099,917) 68,231,264 4,931,699 63,299,565 
Capita! leases 7,530,755 78,797 (870,303) 6,739,249 879,333 5,859,916 

Subtotal other long-tenn liabilities 76,801,429 29,139,304 {30,970,220) 74,970,513 5,811,032 69,159,481 

OPES liability 110,390,529 7,957,976 118,348,505 118,348,505 

Total Government-Wide Activities $ 252,575,947 $ 70,988,505 $ 164,055,617l $ 259,508,835 $ 35,333,317 $ 224,175,518 

Business-Type Activities 
Enterprise Funds 

2014 Lease Revenue Bonds $ $ 6,745,000 $ (225,000) $ 6,520,000 $ 235,000 $ 6,285,000 
2014 Unamorti;:ed bond premium 294,138 (14,707) 279,431 14,707 264,724 

Subtotal Bonds Payable 7,039,138 (239,707) 6,799,431 249,707 6,549,724 

LMns payable 
Septic Tank Maintenance CSA 12 208,606 (132,332) 76,274 15,984 60,290 

Davenport Sanitation District 240,358 (29,918) 210,440 30,709 179,731 
Subtotal Loans Payable 448,964 (162,25{)) 286,714 46,693 240,021 

Total Bonds and Loans Payable $ 448,964 I 7,039,138 I (401,957) $ 7,086,145 I 296,400 I 6,789,745 

Postcfosure Liability 
Enterprise Fund - County Disposal Sites CSA 9 5,842,849 255,460 6,098,309 6,098,309 

Capital Leases 653 5,140 (1,179) 4,614 1,142 3,472 

Total Business-Type Activities $ 6,292,466 $ 7,299,738 $ (403, 136J $ 13,189,068 $ 297,542 $ 12,891,526 

Component Unit - Santa Cruz County 
Sanitation District 

2005 Wastewater Revenue Refunding Bonds $ 3,070,000 I I (890,000) $ 2,180,000 I 940,000 I 1,240,000 
2005 Unamorti;:ed bond premium 18,900 (2,235) 16,665 2,235 14,430 

2004 Limited Obligation Refunding 
Improvement Bonds 330,000 (75,000) 255,000 80,000 175,000 

2009 State Water Resources Control Board loan 10,836,924 (519,390) 10,317,534 532,374 9,785,160 
loans payable 6,088,299 (1,484,347) 4,603,952 1,508,192 3,095,760 

Total Component Unit $ 20,344,123 $ $ i2,970,972J $ 17,373,151 $ 3,062,801 $ 14,310,350 
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NOTE 10 -LONG-TERM DEBT (Continued) 

Descriptions of the long-term liabilities atJ une 30, 2016, are as follows: 

Type of Indebtedness (Purpose) Maturity Interest Rates 

Governmental Activities: 
Financing Authorities 

Refunding Cerlificates of Participation 
1996 Issue (financed construction of the County Emeiine Avenue Health Services 

building and an infirmary in the County Medium Security Detention Fad!ity) 
Co!!atera!: Health Services Administration Building/Jail Infirmary 

Serial certificates 9/1/97-9/1!26 4.00-5.65% 
Term bonds 3/1/21-9/1!23 5.60% 

Annual Principal 

Installments 

$190,000-$1,065,000 
$1,230,000-$1,370,DOD 

2002 Issue (refinanced road improvements, a detention facility, a library, equipment 
purchase of parkland and construction of a transfer station and financed an animal 
services authority facility) 

Collateral: Polo Grounds Park/Ben Lomond Transfer Station 
Serial certificates 8!1!03-8/1122 
Term bonds 8!1!23-8/1/32 
Unamortized bond premium 

4.00-5.25% 
5.25% 

$50,000-$730,000 
$100,000-$155,000 

2005 Issue (defeased 1995A lease Revenue Refunding Bonds and financed construction of 
and improvements to the Santa Cruz County Water Street and Roundtree lane detention facility) 

Collateral: Water Street Detention Facility/Rountree lane Detention Fad!ity 
Serial certificates 8/1/05-8/1!20 2.75-4.25% $500,000-$910,000 
Unamortized bond discount 

2014 Issue (defeased 2001 Series B lease Revenue Bonds and refinanced existing leases) 
Collateral: Water Street Detention Facility/Blaine Street Women's Detention Facility 

Serial certificates 8/1/05-8/1120 3.00-4.25% $260,000-$485,000 
Unamortized bond premium 

2015 Issue (defeased 2004 lease Revenue Bonds and refinanced existing leases) 
Collateral: Main Administrative Building and Main Courts Building 

Serial certificates 6/1/16-6/1125 1.14-3.97% 
Term bonds 6!1!22-6/1124 3.66% 

$165,000-$1,520,000 
$1,570,000-$1,685,000 

Originai Issue 

Amount 

$ 20,955,000 
3,900,000 

Tota! 1996 Issue 

$ 4,360,000 
1,260,000 

126,230 

Tota! 2002 Issue 

$ 10,580,000 
(67,249) 

Tota! 2005 Issue 

$ 6,265,000 
297,707 

Tota! 2014 Issue 

$ B,690,000 
4,BB0,000 

Tota! 2015 Issue 

Total Refunding Certificates of Participation 

Net Premiums/{Discourrts) 

Tota! including Premiums/(Discourrts) 

Lease Revenue Bonds 

2014 lease Revenue Bonds (financed capita! improvements including 
financial system and additional module at County's Buena Vista sanitary landfill) 

Co!!atera!: Behavior Health Center and Buena Vista Gatehouse 
Serial bonds 8/1/15-8/1!34 3.00-5.00% 
Unamortized bond premium 

2015 lease Revenue Bonds (financed capita! improvements for 
various Santa Cruz County fad!it!es and the Farm to Table Project) 

Co!!atera!: Main Administrative Building and Main Courts Building 
Serial bonds 6/1/16-6/1!35 2.00-4.00% 
Term bonds 6/1/36-6/1/40 4.00% 
Term bonds 6/1/41-6/1/45 4.00% 
Unamortized bond premium 
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$170,000-$360,000 $ 5,065,000 
220,377 

Tota! 2014 Issue 

$160,000-$395,000 $ 6,115,000 
$400,000-$470,000 2,170,000 
$305,000-$360,000 1,660,000 

60,130 

Tota! 2015 Issue 

Total lease Revenue Bonds 

Net Premiums/(Discourrts) 

Tota! including Premiums/{Discourrts) 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

Outstanding at 

June 30, 2016 

9,885,000 
3,900,000 

13,765,000 

570,000 
1,260,000 

69,423 

1,899,423 

4,105,000 
(19,521) 

4,065,479 

5,755,000 
264,629 

6,019,629 

7,425,000 
4,BB0,000 

12,305,000 

37,760,000 

314,531 

38,094,531 

4,895,000 
209,358 

5,104,358 

5,935,000 
2,170,000 
1,660,000 

58,126 

9,823,126 

14,660,000 

267,464 

14,927,484 



NOTE 10 -LONG-TERM DEBT (Continued) 

Type of lndebtBdness (Purpose) Maturity Interest Rates 
Governmental Activities, Continued: 
Financing Authorities, Continued 

Lease Revenue Refunding Bonds 
2012 Series A {rafinanced construction and equipment costs for the Santa Cruz County 

Conso!idated Emergency Communications Center} 
Collateral: Behavoir Health Center and Buena Vista Gatehouse 

Serial bonds 6/15/13-6/15130 2.00-5.00% 
Term bonds 6/15/31-6/15134 5.00% 
Unamortized Bond Premium 

Local Agency Revenue Bonds 
1999 Issue {defeased 1992 Place de Mer and 1993 Sand Do!!ar Beach Districts bonds 

and financed construction of the Sunset Beach Water Main Extension Project} 

Local obligation bonds 9/2/00-9/2/19 4.00-5.50% 

Certificates of Participation 

2006 Series Issue {financed improvements to Watsonville Courthouse 
and Buena Vista Landfill) 

Co!!atera!: Water Street Detention Faci!rty/Rountree Lane Detention Facility 
Serial certificates 8/1/07-8/1128 3.50-4.625% 
Term certificates 8/1/29-8/1(32 4.50% 
Term certificates 8/1/33-8/1(36 4.625% 
Unamortized bond discount 

2008 Series Issue (finance purchase of computer software systems 
for various County departments} 

Collateral: Water Street Detention Facility/Rountree Lane Detention Facility 
Serial certificates 8/1/09-8/1/23 3.00-4.30% 
Unamortized bond premium 

2011 Series Issue {financed improvements to Veteran's Building and Ma!n Jail roof) 
Co!!atera!: Human Services Department Application Center 

Serial certificates 8/1/12-8/1121 2.00-4.00% 
Term certificates 8/1/22-8/1126 4.25% 
Term certificates 8/1/27-8/1(31 4.625% 
Term certificates 8/1/32-8/1(36 5.00% 
Unamortized bond discount 

California Energy Resources Conservation 

and Development Commission 2013-2018 3.00% 

88 

Annual Principal 
Installments 

$115,000-$225,000 

$20,000-$85,000 

$180,000-$410,000 

$215,000-$405.000 

$145,000-$340,000 

5 

$ 

5 

Orig!na! Issue 
Amount 

1,402,135 
482,430 

18,465 

895,000 

6,225,000 
1,265,000 
1,510,000 

(62,698) 

Tota! 2006 Issue 

$ 4,625,000 
102,244 

Tota! 2008 Issue 

5 1,495,000 
1,080,000 
1,340,000 
1,690,000 

(4,692) 

Tota! 2011 Issue 

Total Certificates of Participation 

Net Premiums/{Discounts) 

Tota! including Premiums/{Discounts) 

$16,642-$21.172 172,837 

5 

$ 

5 

5 

$ 

$ 

5 

5 

$ 

$ 

Outstanding at 
30-Jun-15 

1,159,731 
482,430 
(15,109) 

i ,62? ,052 

135,000 

3,125,000 
1,265,000 
1,510,000 

(42,843) 
5,857,157 

2,330,000 
51,124 

2,381,124 

1,045,000 
1,080,000 
1,340,000 
1,690,000 

(3,752) 

5,151,248 

13,385,000 

4,529 
13,389,529 

57,668 



NOTE 10 -LONG-TERM DEBT (Continued) 

Type of lndebtBdness (Purpose) 

Governmental Activities, Continued: 

Capital !eases 

Energy efficient infrastructure 

Elections equipment 

Parks, Open Space & Cultural Services 

Mower 

Copy Machines 

Phone System 

Maturity 

2008 - 2027 

2014 - 2017 

2013 - 2018 

2012 - 2020 

2014 - 2020 

interest Rates 

3.62% 

6.82% 

4.34% 

6.70% - 12.54% 

5.25% 

Annual Principal 

Installments 

$135,989 - $220.635 

$47.874 - $56.225 

$11.796 - $12.307 

$9,979 - $97,904 

$405.100 - $529,301 

$ 

Original issue 

Amount 

5,989,594 

263,175 

56,626 

501,403 

3,302,148 

Total Governmental Activities 

Business-Type Activities: 

Enterprise Fund - County Disposal Site CSA 9C 
2014 Lease Revenue Bonds (financed capita! improvements indudtng 

financial system and additional module at County's Buena Vista sanitary landfill) 
Co!!atera!: Behavior Health Center and Buena Vista Gatehouse 

Serial bonds 8/1/15-8/1/34 3.00-5.00% $225,000-$480,000 
Unamortized bond premium 

Enterprise Fund - Davenport Sanitation District 

California State Department of Water Resources (upgrade existing water facilities) 

1/1/88-1/1/22 2.50% $4,550-$10.575 

California Technology, Trade & Commerce Agency {fund sanitation system improvements) 

2/28/95-7/1/24 2.75% $3,550-$4,817 

California State Water Resources Control Board - revolving !can {fund sewer reconstruction project) 

5/31 /01-5(31120 2.60% $5,940-$9,429 

Enterprise Fund - Septic Tank Maintenance CSA 12 

California State Water Resources Control Board 

4/23/1 0-4/23/29 2.60% $10.753-$17,512 

$ 6,745,000 
294,138 

Total 2014 issue 

250,000 

310,691 

151,547 

277,467 

Subtotal Loans 

Tota! Lease Revenue Bonds and Loans 

Net Pramiums/{Discounts) 

Total including Premiums/{Discounts) 

Copy Machine 

landfill postc!osure 

317116-12!7!19 11.17% $259.2-$391.75 

Total Business-Type Activities 

Component Unit - Santa Cruz County Sanitation District (SCCSD 

2005 WastBwater Revenue Refunding Bonds {financed the SCCSO's share of the 

improvements to the City of Santa Cruz sewer treatment facility) 

Serial bonds 9/1/05-9/1/19 2.80-5.0% 

Unamortized bond premium 

2004 Issue UmitBd Obligation Refunding Improvement Bonds - Freedom Boulevard Sewer 
Assessment District {financed construction of sewer facility) 

$140.000-$940,000 

Serial bonds 9/2/05-9/2/18 1.85-5.25% $55.000-$90,000 

loans payable - City of Santa Cruz 
(construct treatment plant expansion) 

2009 Stat€ Water Resources Control Board 
loan 

Total Component Unit 

2000-2019 

2013-2032 

1.60% $717 .884-$1,563.340 

2.50% $630.445-$959,296 

89 

$ 

$ 

$ 

$ 

5,140 

9,335,000 

41,252 

950,000 

7,532,957 

11,981,910 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

I 

Outstanding at 

June 30, 2016 

4,047,331 

103,801 

23,100 

197,271 

2,367,746 

74,970,513 

6,520,000 
279,431 

6,799,431 

59,510 

114,632 

36,298 

76,274 

286,714 

6,806,714 

279,431 
7,086,145 

4,614 

6,098,309 

13,189,068 

2,180,000 

16,665 

2,196,665 

255,000 

4,603,952 

10,317,534 

17,373,151 



NOTE 10 -LONG-TERM DEBT (Continued) 

A. Governmental Activities 

AtJ une 30, 2016, annual debt service requirements of governmental activities to maturity are as follows: 

Financing Authorities 

Refunding Lease Revenue Lease Revenue 

Certificates of Participation Bonds Refunding Bonds 

Year Ending June 30, Principal Interest Principal Interest Principal Interest 

2017 $ 3,4-05.000 $ 1,601.221 $ 410.000 $ 557.944 $ 66.542 $ 70.365 

2018 3.535.000 1.481.467 420,000 543,794 66,542 68,535 

2019 3,665,000 1,349,811 440,000 529,194 68,919 66,539 

2020 3,830,000 1,202,177 455,000 513,994 71,295 64,385 

2021 3,995,000 1,041,845 475,000 498,194 73,672 62,068 

2022-2026 14,155,000 2,932,058 2,620,000 2,207,144 413,511 266,132 

2027-2031 4,4-05,000 541,094 3,145,000 1,645,687 510,948 168,045 

2032-2036 790,000 26,450 3,265,000 1,023,925 370,732 37,786 

2037-2041 2,075,000 512,800 

2042-2046 1,355,000 138,200 

Total $ 37,780,000 $ 10,176,123 $ 14,660,000 $ 8,170,876 $ 1,642,161 $ 803,855 

Local Agency 
Revenue Bonds Certificates of Participation 

Year Ending June 30, Principal Interest Principal Interest 

2017 $ 30,000 $ 6,600 $ 945,000 $ 569,373 

2018 35,000 4,813 735,000 536,778 

2019 35,000 2,888 760,000 506,878 

2020 35,000 963 585,000 479,856 

2021 615,000 455,478 

2022-2026 2,890,000 1,886,581 

2027-2031 2,700,000 1,306,298 

2032-2036 3,380,000 605,638 

2037-2041 775,000 18,616 

Total $ 135 000 $ 15,264 $ 13 385 000 $ 6,365,496 
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NOTE 10 -LONG-TERM DEBT (Continued) 

A. Governmental Activities (Continued) 

Financing Authorities (Continued) 

The Refunding Certificates of Participation, Lease Revenue Refunding Bonds, Certificates of Participation, and 
Lease Revenue Bonds retirements and related interest payments are paid from revenues from the General 
Fund. The Local Agency Revenue Bonds retirements and related interest payments are paid from revenues 
generated from property owners' assessments. 

Defeasa nee of Bonds 

OnJ uly 30, 2015, The County of Santa Cruz Financing Authorities issued $13,770,000 2015 Series A Taxable 
Lease Revenue Refunding, with interest rates ranging from 1.142% to 3.973%. The proceeds of the bonds 
were used to (i) refund $12,945,000 of the outstanding 2004 Certificates of Participation bond, (ii) refinance 
existing lease, (iii) fund a reserve for the certificates and (iv) pay the costs incurred in connection with the 
execution and delivery of the certificates. 

As a result of the advanced refunding, the County Financing Authorities decreased its total debt service 
payments by $807,092, resulting in an economic gain of $667,487. 

The 2015 Series A taxable bonds of $13,770,000 were issued to refund the County's outstanding 2004 
Certificate of Participation which had a total principal outstanding of $12,945,000. The reacquisition price 
exceeded the net carrying amount of the old debt by $825,000 resulting in a deferred loss of refunding. This 
loss on refunding will be amortized over the remaining life of the refunded bonds. 

Energy Resources Conservation and Development Commission Loan 

In December 2012, the County entered into a loan agreement with the Energy Resources Conservation and 
Development Commission in the amount of $172,837. The loan bears an annual interest rate of 3% due semi­
annually and matures on December 22, 2017. For the current year, principal and interest paid on the loan was 
$43,445. The outstanding balance of the loan is $57,668. 

B. Business-Type Activities 

AtJ une 30, 2016, annual debt service requirements of business-type activities to maturity are as follows: 

Lease Revenue Bonds Loans Payable 

Year Ending June 30, Principal Interest Principal Interest 

2017 $ 235,000 $ 264,100 $ 46,693 $ 6,718 
2018 240,000 254,600 47,919 5,652 
2019 250,000 244,800 49,177 4,557 
2020 260,000 234,600 50,459 3,434 
2021 270,000 224,000 34,207 2,285 

2022-2026 1,540,000 931,350 58,259 2,727 
2027-2031 1,905,000 561,863 
2032-2036 1,820,000 149,000 

Total $ 6 520 000 $ 2 864 313 $ 286 714 $ 25 373 

Loans payable principal and interest are paid from various enterprise fund revenues. 
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NOTE 10 -LONG-TERM DEBT (Continued) 

C. Component Unit 

AtJ une 30, 2016, annual debt service requirements of the District to maturity are as follows: 

Year Ending 

June 30, 

2017 

2018 

2019 

2020 

2021 
2022-2026 

2027-2031 

2032-2036 

$ 

2004 Limited Obligation 

Refunding lmprovement Bonds 

Principal 

80,000 $ 

85.000 

90,000 

Interest 

11,123 $ 
6.914 
2,363 

2005 Wastewater 

Revenue Refunding Bonds Loans Payable 

Principal 

940,000 $ 
535.000 
565,000 

140.000 

Interest Principal 

84,100 $ 2.040,566 $ 
47.225 2.078.103 
19,725 

2.800 
2.122,666 

573.309 

587,642 

3.166.059 

3.582, 105 

771.036 

Interest 

325,593 
288.056 
243,494 

217.004 
202,671 

785.505 
369,459 

19.276 

Total $ 255 000 =$===2=0=4=00::::: $ 2 180 000 $ 153850 $ 14921486 $ 2451058 

During 2005, the District issued $9,335,000 of 2005 Wastewater Revenue Refunding Bonds which refunded 
the 1977 Sewer Revenue Bonds, Series A, and the 1994 Certificates of Participation issued forthe wastewater 
treatment plant. The bonds are obligations of the District, and are payable from and secured by a pledge of net 
revenues. 

During 2004, the District issued Limited Obligation Refunding Improvement Bonds to refinance the 1994 
Freedom Boulevard Sewer Special Assessment bonds, pay costs related to the issuance of the bonds and to 
make a deposit to a Reserve Fund. 

Loans Payable 

The City of Santa Cruz loan represents 47% of a State Water Resources Control Board loan for which the 
District has an agreement to participate in the repayment The total loan proceeds made available in fiscal 
year 1998/1999 was approximately $48 million, of which the District's share was 47% or approximately $24.4 
million of the original principal amount These funds were used to construct the treatment plant expansion of 
which the District has capacity rights. On December 12, 2013, the City refunded the existing $2.7 million 
2005 Wastewater Bonds and $16.0 million in State Revolving Funds, and issued $18.7 million in 2013 
Wastewater Revenue Refunding Bonds. The amount of the District's portion outstanding as ofJ une 30, 2016, 
is $4,603,952. 

During 2009, the District entered into a Project Finance Agreement (Agreement) with the State Water 
Resources Control Board (SWRCB) to finance the Aptos Transmission Main Relocation Project Under this 
Agreement, the SWRCB has agreed to loan the District a total of $16,725,699. As ofJ une 30, 2016, the District 
has received a total of $11,981,910 in loan disbursements pursuant to this Agreement. Pursuant to the 
Agreement, the interest rate is 2.5% and the District has begun making payments to repay the loan in the 
2013/2014 fiscal year. 

D. Legal Debt Limit 

The County's legal annual debt service limit as of June 30, 2016, is $503,700,654. The County's legal debt 
service limit is 1.25% of the total full cash valuation ofall real and personal property within the County. 
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NOTE 10 -LONG-TERM DEBT (Continued) 

E. Arbitrage 

The Tax Reform Act of 1986 instituted certain arbitrage restrictions with respect to the issuance of tax-€xempt 
bonds after August 31, 1986. Arbitrage regulations deal with the investment of all tax-€xempt bond proceeds 
a tan interestyield greater than the interestyield paid to bondholders. Generally, all interest paid to bondholders 
can be retroactively rendered taxable if applicable rebates are not reported and paid to the Internal Revenue 
Service at least every five years. The County has hired a consultant to perform calculations of excess 
investment earnings on various bonds and financings, and it is anticipated that the County will be determined 
to be in compliance with arbitrage regulations. 

F. Prior Period Adjustment 

$7,039,138 of the 2014 Lease Revenue Bond was used for County Disposal Sites CSA 9C and is expected to 
be repaid from fund resources. This amount was erroneously reported in the Financing Authorities Fund in 
prior years. The Long-Term Debt Note was changed to include the 2014 Lease Revenue Bond in both 
Governmental and Business-Type Activities. Prior period adjustments were recorded to properly report the 
debt on the Statement of Net Position for County Disposal Sites CSA 9C. See note 21 for more details. 

NOTE 11 -PLEDGE OF FUTURE REVENUES 

2014 Lease Revenue Bonds 

The bonds are payable from and secured by a pledge of revenues and certain funds and accounts established 
and held by the Trustee under the Indenture. Revenues, as defined in the Indenture, means (i) all lease 
payments and other amounts paid, or caused to be paid, by the County, and received by the Financing Authority 
pursuant to the Lease Agreement (but not additional payments), and (ii) all interest or other income from any 
investment of any money in any fund or account established pursuant to the Indenture (other than the Rebate 
Fund) to repay $11,810,000 in lease revenue bonds issued during April 2014. Proceeds from the bonds 
provided funds to finance capital improvements, including the County's new financial management system 
software and an additional module at the County's Buena Vista sanitary landfill, to fund capitalized interest for 
a portion of the bonds, to satisfy the Reserve Requirement for the bonds and to pay the costs of issuance of 
the bonds. Annual principal and interest payments on the bonds continue through 2034. Total principal and 
interest paid forthe current year were $871,463. 

2012A Lease Revenue Refunding Bonds 

The revenues of the Santa Cruz Regional 911 (Regional 911) were pledged to repay $3,965,000 in lease 
revenue refunding bonds issued in May 2012. The Regional 911 was formed in a Joint Powers Authority 
Agreement with the cities of Santa Cruz, Watsonville, and Capitola, and the County. Proceeds from the bonds 
provided funds to refinance an existing lease and to fund equipment purchases. The bonds were payable from 
use payments paid to the Regional 911 by the different governmental agencies. Annual principal and interest 
payments on the bonds continue through 2034 and are expected to require less than 12 percent of revenues. 
The total principal and interest remaining to be paid on the bonds is $5,146,263. Pursuant to theJ oint Powers 
Authority Agreement, the County is responsible for 47.53% of the total liability, or $2,446,019. Total principal 
and interest paid for the current year and total customer revenues were $286,419 and $6,481,656 respectively. 
The County paid $136,135 of the current year principal and interest The Bonds were refunded on May 15, 
2012. 
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NOTE 12 -LANDFILL CLOS URE AND POSTCLOS URE COSTS 

The County operates the Buena Vista Landfill for the disposal of municipal waste and a transfer station at 
the site of the closed Ben Lomond Landfill. State and Federal laws and regulations, including the California 
Integrated Waste Management Board Title 14, California State Water Resources Control Board Title 23, 
and the Environmental Protection Agency Subtitle D of the Codified Federal Regulations 40, require the 
County to place a final cover on its landfill sites when it stops accepting waste and to perform certain 
maintenance and monitoring functions at the site for 30 years after closure. Although closure and 
postclosure care costs will be paid only near or after the date that landfills stop accepting waste, the County 
reports a portion of these closure and postclosure care costs as an operating expense in each period based 
on the County landfill's capacity used as ofJ une 30 of each year. 

As ofJ une 30, 2016, a liability for closure and postclosure maintenance in the amount of $6,098,309 is reflected 
in the County Disposal Sites CSA 9C Enterprise Fund based upon landfill capacity used to date. As ofJ une 
30, 2016, Ben Lomond Landfill was filled to 100% capacity, and the County estimates that the Buena Vista 
Landfill is filled to 62.65% of capacity with an estimated remaining useful life of 25 years. The Ben 
Lomond Landfill was closed during 1989 and the closure and postclosure care costs have been fully paid. 
The County will recognize the remaining estimated cost of closure and postclosure maintenance of 
$3,635,159 as the remaining estimated capacity is filled. These amounts are based on what it would cost to 
perform all closure and postclosure care in 2016. Actual cost may be higher due to inflation, changes in 
technology, or changes in regulations. The estimates will also be adjusted annually for inflation or deflation, in 
accordance with State guidelines. 

The County is required by State and Federal laws and regulations to make annual contributions to a fund to 
finance closure and postclosure maintenance. The County is in compliance with these requirements, and at 
June 30, 2016, cash of $6,231,289 is held for this purpose, reported as restricted assets on the Statement of 
Net Position. The County expects that future inflation costs will be paid from interest earnings on these annual 
contributions. However, if interest earnings are inadequate or additional postclosure care requirements are 
determined (due to changes in technology or applicable laws and regulations, for example), these costs may 
need to be covered by charges to future landfill users. 

Postclosure maintenance for both the Buena Vista and closed Ben Lomond Landfills are provided for through 
a "Pledge of Revenue." The Board adopted resolutions pledging future County Disposal Sites CSA 9C Fund's 
revenues annually through the prescribed postclosure maintenance period. An initial postclosure cost was 
estimated at the time of adoption of the Pledge of Revenue resolutions and is adjusted for inflation on an 
annual basis. 

NOTE 13 -DEFICIT NET POSITION AND FUND BALANCES 

Individual proprietary fund deficit net position atJ une 30, 2016, were as follows: 

Internal Service Funds: 
Information Services 
Public Works 
Risk Management 
Workers' Compensation Insurance 

$2,781,036 
$25,412,533 

$495,371 
$20,215,512 

The deficit net positions in the Information Services Fund, Public Works Fund, Risk Management Fund, and 
Workers' Compensation Insurance Fund are due primarily to the reporting of the net pension liability pursuant 
to the implementation of GAS B Statement No. 68. The County is committed to fully funding the actuarially 
determined contributions annually. 
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NOTE 14-PENSION PLANS 

A. General Information about the Pens ion Plans 

P Ian Descriptions - All qualified permanent and probationary employees are eligible to participate in the 
County's separate Miscellaneous (all other), Safety (police and fire), and Safety Sheriff Plans, through agent 
multiple-€mployer defined benefit pension plans administered by CalPERS, which acts as a common 
investment and administrative agent for its participating member employers. Benefit provisions under the Plans 
are established by State statute and County resolution. Ca IP E RS issues publicly available reports that include 
a full description of the pension plans regarding benefit provisions, assumptions, and membership information 
that can be found on the CalPERS website. 

CalPERS GASB Statement No. 68 Accounting Valuation Report differs from the amounts recognized by the 
County due to a P Ian participants that are not part of the County. The amounts have been reduced based on 
payments within the Measurement Period ofJ uly 1, 2014 toJ une 30, 2015. 

Benefits Provided - CalPERS provides service retirement and disability benefits, annual cost of living 
adjustments, and death benefits to plan members, who must be public employees and beneficiaries. Benefits 
are based on years of credited service, equal to one year of full time employment. All members are eligible for 
non-duty disability benefits after 10 years of service. The death benefit is one of the following: the Basic Death 
Benefit, the 1957 Survivor Benefit, orthe Optional Settlement 2W Death Benefit. The cost of living adjustments 
for each plan are applied as specified by the California Public Employees' Retirement Law. 

The Plans' provisions and benefits in effectatJ une 30, 2016, are summarized as follows: 

Miscelianeous 
December 17, 2012 

Prior to to December 31, 2012 On or after 
Hire Date December 17, 2012 or reciprocal * January 1, 2013 

Benefit Formula 2% at 55 2% at 60 2% at 62 
Benefit Vesting Schedule 5 Years 5 Years 5 Years 
Earliest Retirement Age 50 50 52 
Maximum Benefit Factor 2418% @63 2418% @63 2.5% @67 
Final Compensation 12 Months 36 Months 36 Months 
Required Employee Contribution Rates 7.0% 7.0% 6.3% 
Required Employer Contribution Rates 17.3% 17.3% 17.3% 
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NOTE 14-PENSION PLANS (Continued) 

A. General Information about the Pens ion P Ian, (Continued) 

Safety 
June 9, 2012 

Prior to to December 31, 2012 On or after 
Hire Date June 9, 2012 or reciprocal * January 1, 2013 

Benefit Formula 2% at 50 2% at 50 2.7% at 57 
Benefit Vesting Schedule 5 Years 5 Years 5 Years 
Earliest Retirement Age 50 50 50 
Maximum Benefit Factor 2.7% @55 2.7% @55 2.7% @57 
Final Compensation 12 Months 36 Months 36 Months 
Required Employee Contribution Rates 9.0% 9.0% 10.0% 
Required Employer Contribution Rates 21.5% 21.5% 21.5% 

Safety Sheriff 
June 9, 2012 

Prior to to December 31, 2012 On or after 
Hire Date June 9, 2012 or reciprocal * January 1, 2013 

Benefit Formula 3% at 50 3% at 55 2.7% at 57 
Benefit Vesting Schedule 5 Years 5 Years 5 Years 
Earliest Retirement Age 50 50 50 
Maximum Benefit Factor 3%@55 3%@55 2.7% @57 
Final Compensation 12 Months 36 Months 36 Months 
Required Employee Contribution Rates 9.0% 9.0% 12.0% 
Required Employer Contribution Rates 35.6% 35.6% 35.6% 

*Reciprocal: Any employee who starts working for the County of Santa Cruz within six months of separating 
from another public agency in California that is either in the CalPERS retirement system or another public 
retirement system that has reciprocity with Ca IP ERS, so long as the employee began employment with that 
agency priortoJ anuary 1, 2014. 

Employees Covered - AtJ une 30, 2015, the following employees were covered by the benefit terms for each 
Plan: 

Inactive Employees or Beneficiaries Currently Receiving Benefits 

Inactive Employees Entitled to but not yet Receiving Benefits 

Active Employees 

Total 

96 

Miscellaneous 

2,334 
1,470 
1,888 
5,692 

Safety Safety Sheriff 

240 70 
217 75 
206 128 
663 273 



NOTE 14-PENSION PLANS (Continued) 

A. General Information about the Pens ion P Ian, (Continued) 

Contributions - Section 20814(c) of the California Public Employees' Retirement Law requires that the 
employer contribution rates for all public employers be determined on an annual basis by the actuary and shall 
be effective on the July 1 following notice of a change in the rate. The total plan contributions are determined 
through Ca IP ERS' annual actuarial valuation process. The actuarially determined rate is the estimated amount 
necessary to finance the costs of benefits earned by employees during the year, with an additional amount to 
finance any unfunded accrued liability. The employer is required to contribute the difference between the 
actuarially determined rate and the contribution rate of employees. Employer contribution rates may change if 
plan contracts are amended. It is the responsibility of the employerto make necessary accounting adjustments 
to reflect the impact due to any Employer-Paid Member Contributions or situations where members are paying 
a portion of the employer contribution. 

B. Net Pension Liability 

The County's net pension liability for each P Ian is measured as the total pension liability, less the pension plan's 
fiduciary net position. The net pension liability of each of the Plans is measured as ofJ une 30, 2015, using an 
annual actuarial valuation as of June 30, 2014, rolled forward to June 30, 2015, using standard update 
procedures. A summary of principal assumptions and methods used to determine the net pension liability is 
shown below. 

Actuarial Assumptions - TheJ une 30, 2014valuation was rolled forward to determine theJ une 30, 2015 total 
pension liability, based on the following actuarial methods and assumptions: 

Valuation Date 
Measurement Date 
Actuarial Cost Method 
Actuarial Assumptions: 

Discount Rate 
Inflation 
Payroll Growth 

Projected Salary Increase 

Investment Rate of Return 

Mortality 

Post Retirement Benefit Increase 

Miscellaneous Safety Safety Sheriff 

June 30, 2014 June 30, 2014 June 30, 2014 
June 30, 2015 June 30, 2015 June 30, 2015 

Entry Age Entry Age Entry Age 

7.65% 7.65% 7.65% 
2.75% 2.75% 2.75% 
3.00% 3.00% 3.00% 
Varies ni Varies ni Varies ni 

7.65% i21 7.65% i21 7.65% i21 

Derived using CalPERS' Membership Data for all Funds 01 

Contract Cost-of-Living-Adjustment up to 2. 75% until Purchasing 
Power Protection Allowance Floor on Purchasing Power applies, 

2. 75% thereafter 

('1 Depending on age, service, and type of employment. 

('1 Net of Pension Plan Investment Expenses, includes Inflation 
1' 1 The mortality table used was developed based on CalPERS' specific data. The table includes 20 years of 
mortality improvements using Society of Actuaries Scale BB. For more details on this table, please refer to 
the 2014 experience study report. 

All other actuarial assumptions used in the June 30, 2014 valuation were based on the results of an actuarial 
experience study for the period from 1997 to 2011, including updates to salary increase, mortality and retirement 
rates. The Experience Study report can be obtained at CalPE RS' website under Forms and Publications. 
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NOTE 14-PENSION PLANS (Continued) 

B. Net Pension Liability (Continued) 

Change of Assumptions - GAS B Statement No. 68, paragraph 68 states that the long-term expected rate of 
return should be determined net of pension plan investment expense but without reduction for pension plan 
administrative expense. The discount rate of 7.50 percent used for theJ une 30, 2014 measurement date was 
net of administrative expenses. The discount rate of 7.65 percent used for the June 30, 2015 measurement 
date is without reduction of the Plans administrative expense. 

Discount Rate - The discount rate used to measure the total pension liability was 7.65% for each P Ian. To 
determine whether the municipal bond rate should be used in the calculation of a discount rate for each plan, 
CalPERS stress tested plans that would most likely result in a discount rate that would be different from the 
actuarially assumed discount rate. Based on the testing of the Plans, the tests revealed the assets would not 
run out Therefore, the current 7.65% discount rate is adequate and the use of the municipal bond rate 
calculation is not necessary. The long-term expected discount rate of 7.65% will be applied to all plans in the 
Public Employees Retirement Fund (PERF). The stress test results are presented in a detailed report called 
"GASB Crossover Testing Report"thatcan be obtainedatCalPERS'website underthe GASB Statement No. 
68 section.) 

The long-term expected rate of return on pension plan investments was determined using a building-block 
method in which best-€stimate ranges of expected future real rates of return (expected returns, net of pension 
plan investment expense and inflation) are developed for each major asset class. 

In determining the long-term expected rate ofreturn, CalPERS took into account both short-term and long-term 
market return expectations as well as the expected pension fund (Public Employees' Retirement Fund) cash 
flows. Such cash flows were developed assuming that both members and employers will make their required 
contributions on time and as scheduled in all future years. Using historical returns of all the funds' asset classes, 
expected compound (geometric) returns were calculated over the short-term (first 10 years) and the long-term 
(11-60 years) using a building-block approach. Using the expected nominal returns for both short-term and 
long-term, the present value of benefits was calculated for each fund. The expected rate of return was set by 
calculating the single equivalent expected return that arrived at the same present value of benefits for cash 
flows as the one calculated using both short-term and long-term returns. The expected rate of return was then 
set equivalent to the single equivalent rate calculated above and rounded down to the nearest one quarter of 
one percent. 

The table below reflects the long-term expected real rate of return by asset class. The rate of return was 
calculated using the capital market assumptions applied to determine the discount rate and asset allocation. 
The target allocation shown was adopted by the CalPERS Board effective onJ uly, 1, 2014. 

New 
Strategic Real Return 

Asset Class Allocation Years 1 - 10 '" 

Global Equity 51.00% 5.25% 
Global Fixed Income 19.00% 0.99% 
Inflation Sensitive 6.00% 0.45% 
Private Equity 10.00% 6.83% 
Real Estate 10.00% 4.50% 
Infrastructure and Forestland 2.00% 4.50% 
Liquidity 2.00% -0.55% 

Total 100.00% 

1' 1 An expected inflation of 2.5% used for this period. 

lbl An expected inflation of 3.0% used for this period. 
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Real Return 
Years 11+ 1"l 

5.71% 
2.43% 
3.36% 
6.95% 
5.13% 
5.09% 
-1.05% 



NOTE 14-PENSION PLANS (Continued) 

B. Changes in the Net Pension Liability 

The changes in the Net Pension Liability for each Plan follow: 

Miscellaneous Plan Increase (Decrease) 
Total Pension Plan Fiduciary Net Pension 

Liability Net Position Liability/(Asset) 

Balance at June 30, 2014 $ 970,794,558 $ 748,692,527 $ 222,102,031 

Changes in the year: 
Service Cost 18,761,847 18,761,847 
Interest on the Total Pension Liability 71,962,162 71,962,162 
Changes of Benefit Tenns 
Changes in Assumptions (16,868,274) (16,868,274) 
Differences between Actual and 
Expected Experience (13,201,310) (13,201,310) 

Plan to Plan Resource Movement (29,360) 29,360 
Contribution - Employer 20,788,368 (20,788,368) 
Contribution - Employee 9,264,211 (9,264,211) 
Net Investment Income 16,986,820 (16,986,820) 
Benefit Payments, Including Refunds of 
Employee Contributions (44,263,142) (44,263,142) 

Administrative Expenses (855,524) 855,524 

Net Changes 16,391,283 1,891,373 14,499,910 

Balance at June 30, 2015 $ 987,185,841 $ 750,583,900 $ 236,601,941 

Safety Plan Increase (Decrease) 
Total Pension Plan Fiduciary Net Pension 

Liability Net Position Liability/(Asset) 

Balance at June 30, 2014 $ 151,516,539 $ 117,011,036 $ 34,505,503 

Changes in the year: 
Service Cost 3,634,483 3,634,483 
Interest on the Total Pension Liability 10,356,153 10,356,153 
Changes of Benefit Tenns 
Changes in Assumptions (2,711,954) (2,711,954) 
Differences between Actual and 
Expected Experience 2,154,731 2,154,731 

Plan to Plan Resource Movement 
Contribution - Employer 4,503,776 (4,503,776) 
Contribution - Employee 1,200,032 (1,200,032) 
Net Investment Income 2,087,758 (2,087,758) 
Benefit Payments, Including Refunds of 
Employee Contributions (5,050,435) (5,050,435) 

Administrative Expenses (107,841) 107,841 

Net Changes 8,382,978 2,633,290 5,749,688 

Balance at June 30, 2015 $ 159,899,517 $ 119,644,326 $ 40,255,191 
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NOTE 14-PENSION PLANS (Continued) 

B. Changes in the Net Pension Liability (Continued) 

Safety Sheriff Plan Increase (Decrease) 
Total Pension Plan Fiduciary Net Pension 

Liability Net Position Liabilityl(Asset) 

Balance at June 30, 2014 $ 134,874,267 $ 92,017,036 $ 42,857,231 

Changes in the year: 
Service Cost 3,490,555 3,490,555 
Interest on the Total Pension Liability 11,193,336 11,193,336 
Changes of Benefit Terms 
Changes in Assumptions (2,818,825) (2,818,825) 
Differences between Actual and 
Expected Experience (2,577,906) (2,577,906) 

Plan to Plan Resource Movement 
Contribution - Employer 3,212,095 (3,212,095) 
Contribution - Employee 1,434,076 (1,434,076) 
Net Investment Income 2,674,451 (2,674,451) 
Benefit Payments, Including Refunds of 
Employee Contributions (7,060,615) (7,060,615) 

Administrative Expenses (133,531) 133,531 

Net Changes 2,226,545 126,476 2,100,069 

Balance at June 30, 2015 $ 137,100,812 $ 92,143,512 $ 44,957,300 

Sensitivity of the Net Pension Liability to Changes in the Discount Rate-The following presents the net 
pension liability of the County for each Plan, calculated using the discount rate for each Plan, as well as what 
the County's net pension liability would be if it were calculated using a discount rate that is one percentage 
point lower (6.65 percent) or one percentage point higher (8.65 percent) than the current rate: 

Miscellaneous Safety Safety Sheriff 

1% Decrease 
Net Pension Liability $ 367,498,398 $ 58,643,368 $ 70,304,805 

Current Discount Rate 
Net Pension Liability $ 236,601,941 $ 40,255,191 $ 44,957,300 

1% Increase 
Net Pension Liability $ 133,177,624 $ 19,393,582 $ 32,022,910 

Pension Plan Fiduciary Net Position - The plan fiduciary net position disclosed in the County's CalPERS 
GAS B Statement No. 68 accounting valuation report may differ from the plan assets reported in the County's 
CalPERS funding actuarial valuation report due to several reasons. First, for the accounting valuations, 
CalPERS must keep items such as deficiency reserves, fiduciary self-insurance and OPEB expense included 
as assets. These amounts are excluded for rate setting purposes in the County's funding actuarial valuation. In 
addition, differences may result from early Comprehensive Annual Financial Report closing and final reconciled 
reserves. 
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NOTE 14-PENSION PLANS (Continued) 

C. Pension Expenses and Deferred Outflows~nflows of Resources Related to Pensions 

For the year endedJ une 30, 2016, the County recognized a pension expense of $17,629,915. AtJ une 30, 
2016, the County's deferred outflows of resources and deferred inflows of resources related to pensions from 
the following sources: 

Deferred Outflows Deferred Inflows 
of Resources of Resources 

Pension Contributions Subsequent to Measurement Dale $ 33,847,462 
Changes in Assumptions 15,481,040 
Differences between Actual and Expected Experience 1,714,989 10,700,383 
Net Differences between Projected and Actual Earnings on 
Plan Investments 41,286,416 49,212,027 

Total $ 76,848,867 $ 75,393,450 

$33,847,462 reported as deferred outflows of resources related to contributions subsequent to the 
measurement date will be recognized as a reduction of the net pension liability in the yearendedJ une 30, 2017. 
Other amounts reported as deferred outflows ofresources and deferred inflows ofresources related to pensions 
will be recognized as pension expense as follows: 

D. Payable to the Pension Plans 

Deferred 
Year Ended lnflows(Outflows) 

June 30 of Resources 

2017 
2018 
2019 
2020 

Total 

$ (17,639,512) 
(17,639,512) 

(7,332,277) 
10,219,256 

$ (32,392,045) 

AtJ une 30, 2016, there is no outstanding amount of contributions payable to the Plans required for the year 
endingJ une 30, 2016. 
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NOTE 15 -POST -RETIRE ME NT HEAL TH CARE BENE FITS 

Plan Description. Employees of the County who retire through CalPERS, their spouse, and eligible 
dependents may receive health plan coverage through the Public Employees' Medical & Hospital Care Program 
Plan (Plan). The Plan is a defined benefit plan which provides the retirees a monthly medical contribution that 
is notto exceed the cost of the plan selected. The cost of the P Ian to the County for each bargaining group will 
be determined through Ca IP E RS' regulations and requirements. For the Physicians Bargaining Unit, the County 
contributes fixed dollar amounts that vary by coverage [($327.21 (single) and $388.41 (for one or more 
dependents)]. For other bargaining units, the County contributions are based on longevity schedules with fixed 
dollar scaling that varies by bargaining unit The Plan does not issue a financial report. 

Eligibility. All of the County's employees became participants in accordance with the Memorandum of 
Understanding (MOU) as negotiated by each group or bargaining unit In order to receive benefits, eligible 
employees must meet the minimum requirements defined in their MOU. 

The Plan is eligible to plan members who retire directly from the County through Ca IP ERS at age 50 with at 
least 5 years of service. 

The numbers of participants in the Plan are as follows: 

Participants as of January 1, 2016' 

Active employees 
Retirees 

Total 

• Most recent information available. 

Total 

2,107 
1,439 
3,546 

Funding Policy. The contribution requirements for the County are established by a Memorandum of 
Understanding as negotiated by each group or bargaining unit. The required contribution is based on projected 
pay-as-you-go financing requirements. For fiscal year 2016, the County contributed $6,477,103 to the P Ian, 
$1,331,000 of which is the implicit subsidy. 

Annual OPEB Cost and Net OPEB Obligation. The County's Annual Other Post-Employment Benefits 
(OP EB) cost (expense) is calculated based on the Annual Required Contribution of the Employer (ARC), an 
amount actuarially determined in accordance with the parameters of GAS B Statement No. 45. The ARC 
represents a level of funding that, if paid on an ongoing basis, is projected to cover normal cost each year and 
amortize any unfunded actuarial liabilities (or funding excesses) over a period not to exceed thirty years. The 
following table shows the components of the County's annual OP EB cost for the year, the amount actually 
contributed to the plan, and changes in the County's net OPE B obligation to the P Ian: 

Annual required contribution 
Interest on net OPEB obligation 
Amortization of net OPEB obligation 

Annual OPEB cost (expense) 
Contributions made 

Increase in net OPEB obligation 
Net OPEB obligation - beginning of year 

Net OPEB obligation - end of year 
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$ 

$ 

Total 

16,323,000 
4,286,079 

(6,174,000) 

14,435,079 
(6,477,103) 

7,957,976 
110,390,529 

118,348,505 



NOTE 15 -POST -RETIRE ME NT HEAL TH CARE BENE FITS (Continued) 

The County's annual OPEB costs, the percentage of annual OPEB cost contributed to the Plan, and the net 
OPEB obligation for 2016 is as follows: 

Fiscal Annual % of Annual Net 
Year OPEB Annual OPEB Cost OPEB 

Ended Cost Contribution Contributed Obligation 

6/3012014 $ 12,008,042 $ 4,681,209 39.0% $ 102,743,480 
6/30/2015 12,564,392 4,917,343 39.1% 110,390,529 
6/3012016 14,435,079 6,477,103 44.9% 118,348,505 

Funded Status and Funding Progress. As of January 1, 2016, the most recent actuarial valuation date, the 
P Ian was zero percent funded. The Actuarial Accrued Liability for benefits was $167,095,000 and the actuarial 
value of assets was $0, resulting in an Unfunded Actuarial Accrued Liability (UAAL) of $167,095,000. The 
covered payroll (annual payroll of active employees covered by the Plan) was $167,418,000 and the ratio of 
UAAL to the covered payroll was 99.8%. 

Actuarial valuations of an ongoing plan involve estimates of the value of reported amounts and assumptions 
about the probability of occurrence of events far into the future. Examples include assumptions about future 
employment, mortality, and the healthcare cost trend rate. Amounts determined regarding the funded status of 
the P Ian and the annual required contributions of the employer are subject to continual revision as actual results 
are compared with past expectations and new estimates are made about the future. The schedule of funding 
progress, presented as Required Supplementary Information following the notes to the financial statements, 
presents trend information about whether the actuarial value of Plan assets is increasing or decreasing over 
time relative to the Actuarial Accrued Liabilities for benefits. 

Actuarial Methods and Assumptions. Projections of benefits for financial reporting purposes are based on 
the substantive plan (the plan as understood by the employer and the plan members) and include the types of 
benefits provided at the time of each valuation and the historical pattern of sharing of benefit costs between the 
employer and plan members to that point The actuarial methods and assumptions used include techniques 
that are designed to reduce the effects of short-term volatility in actuarial accrued liabilities and the actuarial 
value of assets, consistent with the long-term perspective of the calculations. Actuarial assumptions involve 
estimates and assumptions that extend far into the future. These assumptions are subject to future revisions 
as new facts become known. 

In the January 1, 2016, actuarial valuation, the entry age actuarial cost method was used. The actuarial 
assumptions include a 4% investment rate of return which is based on the expected return on funds invested in 
County investments, and an annual healthcare cost trend of actual premiums initially and reduced to an ultimate 
rate of 5% thereafter. The actuarial assumption for inflation was 3%, and the aggregate payroll increases were 
3.25%. The UAAL is being amortized as a level percentage of projected payroll on a closed basis. The remaining 
amortization as ofJ une 30, 2016, was 24 years. 
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NOTE 15 -POST -RETIRE ME NT HEAL TH CARE BENE FITS (Continued) 

OTHER POST-EMPLOYMENT OB LIGATIONS 

SCHEDULE OF FUNDING PROGRESS 

The table below shows the analysis of the actuarial value of assets as a percentage of the actuarial accrual 
liability and the UAAL as a percentage of the annual covered payroll as of June 30, 2016. The schedule of 
funding progress presented as required supplementary information following the notes to the financial 
statements presents multiyear trend information about whether the actuarial value of P Ian assets is increasing 
or decreasing over time relative to the actuarial accrued liability for benefits. 

Unfunded 
Unfunded (Overfunded) 

Entry Age (Overfunded) Liability as 
Actuarial Actuartal Actuartal Actuartal a Percentage 
Valuation Value of Accrued Accrued Covered of Covered 

Date Assets Liability Liability Payroll Payroll 
01/01107 $ $ 216,766,000 $ 216,766,000 $ 153,807,000 140.9% 
01/01114 145,013,000 145,013,000 153.879.000 94.2% 
01/01116 167,095,000 167,095,000 167.418.000 99.8% 

NOTE 16-DEFERREDCOMPENSATION PLAN 

The County offers all of its full-time employees a deferred compensation plan created in accordance with 
Section 457 of the Internal Revenue Code. The deferred compensation plan permits employees to defer a 
portion of their salary until future years. The deferred compensation is not available to employees until 
termination, retirement, death, or emergency. Employees directthe investment of deferred compensation plan 
assets into certificates of deposits and various mutual funds. The County has insignificant administrative 
duties. 

As of J une 30, 2016, the deferred compensation plan's assets of $149,160,642 are not recorded in the 
County's financial statements as they are deposited with a third party administrator independent of the County. 

NOTE 17 -COMMITMENTS AND CONTI NG ENCi ES 

A. Contracts 

As of J une 30, 2016, the County has construction contract commitments in the Department of Public Works (all 
funds types) and in Special Revenue and Capital Projects Funds in the amount of $3,526,284 and $25,620,481, 
respectively. 

B. Litigation 

There are several lawsuits and unresolved disputes involving the County or its employees in which the County 
is represented by the County Counsel. However, in the opinion of the County Counsel these actions will not, 
in the aggregate, have a material adverse effect upon the operations or financial position of the County. 

C. Federal and State Grants 

The County participates in a number of Federal and State grant programs subject to financial and compliance 
audits by the grantors or their representatives. The amount, if any, of expenditures which may be disallowed 
by the granting agencies cannot be determined at this time. However, management does not believe that audit 
disallowances, if any, would have a significant effect on the financial position of the County. 
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NOTE 17 -COMMITMENTS AND CONTI NG ENCi ES (Continued) 

D. Medicare and Medi-Cal Reimbursements 

The County's Medicare and Medi-Cal cost reports for certain prior years are in various stages of review by the 
third-party intermediaries and have not been settled as a result of certain unresolved reimbursement issues. 
The County believes that it has adequately provided for any potential liabilities that may arise from the 
intermediaries' review. 

NOTE 18-RISK MANAGEMENT 

The County is exposed to various risks of loss related to torts; theft of, damage to and destruction of assets, 
errors and omissions, injuries to employees, natural disasters, medical malpractice, unemployment coverage, 
and dental benefits to employees. The County is self-insured for its general and auto liability, workers' 
compensation, property, and employees' dental coverage. The County has chosen to establish risk-financing 
internal service funds, where assets are set aside for claim settlements associated with the above risk of loss 
up to certain limits. Excess coverage is provided by the California State Association of Counties (CS AC) Excess 
Insurance Authority (Insurance Authority), a joint powers authority whose purpose is to develop and fund 
programs of excess insurance for its member counties. The Insurance Authority is governed by a Board of 
Directors consisting of representatives of the member counties. Self-insurance limits per occurrence and 
Insurance Authority limits per year are as presented in the Statistical Section of this report. 

Amounts in excess of these limits are self-insured. None of the insurance settlements overthe past three years 
has exceeded the amount of insurance coverage. As ofJ une 30, 2016, the workers' compensation liability limit 
per occurrence was $500,000. 

The unpaid claims liability included in each of the Self-Insurance Internal Service Funds are based on the results 
of actuarial studies and include amounts for claims incurred but not reported. Claim liabilities are calculated 
considering the effects of inflation, recent claim settlement trends, including frequency and amount of payouts, 
and other economic and social factors. It is the County's practice to obtain full actuarial studies bi-annually. 
Annual premiums are charged by each Self-Insurance fund using various allocation methods which include 
actual costs, claims experience, and number of participants. 
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NOTE 18 -RISK MANAGEMENT (Continued) 

The change in the balance of claims liabilities during the fiscal years endedJ une 30, 2016, and two prior years 
for all Self-Insurance Internal Service Funds combined is as follows: 

Unpaid claims and claim adjustment expenses, 
beginning of the fiscal year 

Incurred claims and claim adjustment expenses 
lncrease{decrease) in provision of insured events for prior years 
Claim payments 
Unpaid claims and claim adjustment expenses, 

end of the fiscal year 

$ 

$ 

2016 

38,986,910 $ 

12,049,811 

(12,032,593) 

39,004,128 $ 

2015 2014 

46,984,023 $ 46,752,428 
10,618,009 10,611,609 
(8,028,909) 

(10,586,213) (10,380,014) 

38,986,910 $ 46,984,023 

AtJ une 30, 2016, the Self-Insurance Funds held a total of $28,498,722 in cash forthe payment of these claims, 

A, Workers' Compensation 

The Workers' Compensation self-insurance program is funded on a cash flow plus contingency reserve basis, 
The County is liable for the first $500,000 and carries catastrophic insurance coverage, AtJ une 30, 2016, the 
estimated future liabilities were $32,973,000, As permitted by State and Federal guidelines, the Workers' 
Compensation program is funded on a pay-as-you-go basis, The funding is closely monitored to ensure that 
claims are paid when due or required by law, 

B, Dental and Medical 

The County provides a self-funded indemnity dental program for employees and their dependents and is funded 
by the various County departments through charges to their salary and benefits budgets, AtJ une 30, 2016, 
the County had an estimated future liability of $406,120 for dental benefits, The County is fully insured for its 
alternative capitation dental program and for medical coverage for employees represented by Operating 
Engineers Union Local 3, 

C, Liability and Property 

The County has a self-insured retention of $1 million with excess insurance coverage for the general liability 
program, AtJ une 30, 2016, the County had estimated future liabilities totaling $5,563,000 which included 
estimates for known claims and losses incurred but not reported (IBNR), 

D, Unemployment Insurance 

The Unemployment Insurance self-insurance program is considered a "reimbursable" program by the 
Employment Development Department (EDD), since EDD provides benefits and bills the County quarterly after 
the fact As billings are always one quarter in arrears, the estimated future liabilities are based on 25% of the 
amount budgeted for the new fiscal year, AtJ une 30, 2016, estimated future liabilities were $62,008, 
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NOTE 19-FUNDBALANCES 

Fund balances are presented in the following categories: nonspendable, restricted, committed, assigned, and 
unassigned (see Note 1 for a description of these categories). A detailed schedule of fund balances atJ une 30, 
2016, is as follows: 

Nonmajor Total 
Capital Projects Governmental Governmental 

General Fund Housing Fund Fund Funds Funds 
Nonspendable: 

Inventory, prepaids and imprest cash $ 475,042 $ $ $ $ 475.042 

Advances and loans 275.997 275,997 

Tota! nonspendable fund balance 751,039 751.039 
Restricted for: 

Purpose of fund 16.449,448 23,385.229 39.834,677 

loans 61,506.840 61,506.840 

Assets held for resale 1,643,891 1,643,891 

Debt service 4,088,084 4,088.084 

Capita! asset acquisition 6,790.774 10,905.156 17.695,930 

Tota! restricted fund balance 79,600.179 6,790,774 38.378,469 124,769,422 
Committed to: 

Natura! disasters 1,251.089 1,251,089 

Working capital 6,000,000 6,000.000 

Economic uncertainty 10,000.000 10.000,000 

Tota! committed fund balance 17.251,089 17,251.089 
Assigned to: 

Federally qualified health program 14,229.750 14.229,750 

Structural deficit 6,632,662 6,632.662 

Eliminate projected budgetary deficit 

in subsequent year's budget 8,149,727 8,149.727 

Liabilities 1,500.000 1,500,000 

Human services 460,000 460.000 

Salary savings 2,794.959 2,794,959 

Tota! assigned fund balance 33.767,098 33,767.098 

Unassigned Fund Balance (33,207) (33,207) 

Total fund balances i 51 736 019 i 79 600 179 i 6 790 774 i 38 378 469 i 176505441 

NOTE 20 -SUBSEQUENT EVENTS 

OnJ uly 6, 2016, the Santa Cruz County Redevelopment Successor Agency issued Tax Allocation Refunding 
Bonds, 2016 Series A in the amount of $49,200,000. The 2016 Series A Refunding Bonds bear interest at 
rates ranging from 2.00% to 5.00%, maturing on September 1, 2036. The 2016 Series A Refunding Bonds 
were issued to refund on an advance basis the former County of Santa Cruz Redevelopment Agency's Tax 
Allocation Bonds, 2009 Series A, to satisfy the Reserve Requirement for the 2016 Series A Refunding Bonds 
and to pay the costs of issuing the 2016 Series A Refunding Bonds. 

On July 19, 2016, the County issued 2016 Refunding Certificates of Participation (COP) in the amount of 
$10,500,000. The 2016 Refunding COP bears interest at rates ranging from 2.00% to 4.00%, maturing on 
August 1, 2036. The 2016 Refunding COP was issued to refinance certain outstanding lease obligations of 
the County and to prepay on a current basis the County's outstanding 2002 Refunding COP, 2005 Refunding 
COP and 2006 COP, to finance a variety of capital improvements, to satisfy the Reserve Requirement for the 
2016 Refunding COP and to pay the delivery costs of the 2016 Refunding COP. 
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NOTE 21 -PRIOR PERIOD ADI USTMENTS 

A prior period adjustment of $5,877,304 was made to increase the governmental activities' beginning net 
position. $6,002,514 of the adjustment was made to reflectthe realignment of long term liabilities related to 
County Disposal Sites CSA 9C. $647,635 of the adjustment was related to writing off capital assets no long 
consistent with the county's capital assets threshold. ($772,845) of the adjustment was for a principal 
payment to Loans Receivable in the Housing Fund that was erroneously charged to revenues in the prior 
year. 

The restatement of beginning net position of the governmental activities is summarized as follows: 

Governmental activities 
Net position at July, 2015, as previously stated 

Lease revenue bond adjustment 
Capital asset adjustment 
Loans receivable adjustment 

Net Position at July, 2015, as restated 

$ 

$ 

141,169,568 
6,002,514 

647,635 
(772,845) 

147,046,872 

A prior period adjustment of $6,002,514 was made to decrease the business-type activities' beginning net 
position. The adjustment was made to reflect the portion of realigned long term liabilities related to County 
Disposal Sites CSA 9C that was previously reported as income. 

The restatement of beginning net position of the business-type activities' is summarized as follows: 

Business-type activities 
Net position at July, 2015, as previously stated 

Lease revenue bond adjustment 
Net Position at July, 2015, as restated 

$ 

$ 

32,465,243 
(6,002,514) 

26,462,729 

A prior period adjustment of $970,474was made to decrease the component unit activities' beginning net 
position. The adjustment was made relating to a fiscal year 2015 4th quarter invoice that was not properly 
accrued in the 2015 financial statements. 

The restatement of beginning net position of the component unit is summarized as follows: 

Component unit activities 
Net position at July, 2015, as previously stated 

Invoice adjustment 
Net Position at July, 2015, as restated 
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$ 

$ 

124,637,087 
(970,474) 

123,666,613 
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General Budget Policies 

COUNTY OF SANTA CRUZ 
BUDGETARY PRINCIPLES 

In accordance with Chapter 1, Division 3, Title 3, of the Government Code of the State of California, known as the 
"Budget Act," the County of Santa Cruz (County) prepares and adopts a budget for each fiscal year. The budget is a 
compilation of operating budgets frorn: individual functional units within the General Fund, Special Revenue Funds, 
Capital Projects Fund, and Proprietary Funds (operating plans). Budgets are adopted for all funds except for Debt 
Service Funds and certain Special Revenue Funds, namely, the Financing Authorities, Health Services, and Geological 
Hazard Abatement Districts. 

The County follows these procedures in establishing the budgetary data reflected in the financial statements: 

1. On or before June 10, each official in charge of a budget provides the County Administrative Officer an 
itemized request detailing the estimate of financing sources, financing uses, and any other matters required 
by the Board of Supervisors (Board). The auditor provides the estimates for bonded debt service requirements. 

2. Prior toJ uly 1, the County Administrative Officer submits to the Board a recommended budget for the fiscal 
year commencing the following July 1. By formal action, the Board approves the recommended budget, 
including the revisions it deems necessary. 

3. On or before September 8, the Board publishes a notice in a newspaper of general circulation stating that 
the recommended budget documents are available to the public, and the dates of the public hearings at which 
any member of the public may attend and be heard on any item in the recommended budget 

4. On or before October 2, public hearings are conducted to obtain public comments, and the budget is 
legally adopted through the passage of a resolution. The public hearings shall be concluded within 14 
calendar days. 

5. On or before December 1, the Auditor-Controller publishes a final budget as recommended by the County 
Administrative Officer and adopted by the Board, in a format prescribed by the State Controller. 

6. Budget units are expenditure classifications which identify accounting or cost centers necessary or desirable 
for control of the County financial operation. 

7. The County uses formal budgetary integration as a management control device during the year for the primary 
government and all blended component units, except the Financing Authorities and certain Special Revenue 
Funds, which do not annually adopt a budget. 

8. Budgets are adopted on a basis consistent with accounting principles generally accepted in the United States 
of America (GAAP) except for the following different classifications: 

• lnterfund transfers are reported as revenues or expenditures for budgetary purposes, however, for GAAP 
purposes are reported as other financing sources or uses. 

• Proceeds from the sale of assets and the issuance of new debt are reported as revenues for budgetary 
purposes, however, for GAAP purposes they are reported as other financing sources. 
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BUDGETARY PRINCIPLES (Continued) 

General Budget Policies (Continued) 

9. Budgetary control is maintained at the character level, except for capital assets and other charges which are 
controlled by line item. Character levels are appropriation totals for salaries and employee benefits, and 
services and supplies. The Board approves all transfers of budgeted appropriation amounts between budget 
units within any fund or between expenditures outside of budgetary control limits. Unencumbered appropriations 
atyear-€nd lapse into fund balance.See the following paragraph for encumbered appropriations atyear-€nd. 

The Board made several supplementary budgetary appropriations throughout the year, primarily to the Special 
Revenue and Capital Projects Funds. Other supplemental budgetary appropriations in other funds were not 
considered material. 

Encumbrances 

Encumbrance accounting, under which purchase orders, contracts, and other commitments for the expenditure of 
monies are recorded in order to reserve that portion of the applicable appropriation, is employed as an extension of 
formal budgetary accounting in the General and Special Revenue Funds. Encumbrances outstanding atyear-€nd are 
reported as commitments of fund balance since they do not constitute expenditures or liabilities. Encumbrances at 
year-€nd are re-budgeted in the new year. 
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FUND BALANCE, BEGINNING 

RESOURCES (INFLOWS) 

Taxes 
Licenses and permits 
Fines, forfeits and penalties 
Use of money and property 
Aid from other governments 
Charges for services 
Other 
Inception of capital lease 
Transfers in 

Amount Available for Appropriation 

COUNTY OF SANTA CRUZ 
BUDGETARY COMPARISON SCHEDULE 

GENERAL FUND 
FOR THE YEAR ENDED JUNE 30, 2016 

Budget 
Original Final 

$ 50,204,881 50,204,881 

101,764,287 101,764,287 

11,364,615 11,648,434 

4,471,092 4,569,252 

2,100,945 2,893,036 

234,948,890 243,680,212 

64,730,019 65,010,891 

4,872,556 6,088,127 

18,378 74,994 

28,467,547 28,467,547 

452,738,329 464,196,780 

CHARGES TO APPROPRIATIONS (OUTFLOWS) 

General Government: 

Board of Supervisors 
Salaries and employee benefits 2,563,888 2,556,788 

Services and supplies 102,281 123,829 

Other charges 3,229 3,229 

Total 2,669,398 2,683,846 

Administrative Office 
Salaries and employee benefits 3,659,750 3,644,578 

Services and supplies 3,325,186 2,944,901 

Other charges 10,286 11,572 

lntrafund transfers (841,138) (841,138) 

Appropriations for contingencies 516,795 

Total 6,154,084 6,276,708 

Auditor-Controller 
Salaries and employee benefits 3,063,456 3,154,832 

Services and supplies 1,661,760 1,261,781 

Capital assets 1,062,613 1,062,613 

lntrafund transfers (1,891,518) (1,891,518) 

Total 3,896,311 3,587,708 
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Variance with 

Actual Final Budget 

$ 50,204,881 $ 

107,566,543 5,802,256 

11,875,855 227,421 

3,617,246 (952,006) 
3,620,166 727,130 

234,772,832 (8,907,380) 
57,591,811 (7,419,080) 

3,001,431 (3,086,696) 
69,685 (5,309) 

4,025,238 (24,442,309) 

426,140,807 (38,055,973) 

2,445,213 111,575 
114,229 9,600 

3,229 

2,562,671 121,175 

2,935,577 709,001 

986,635 1,958,266 

11,569 3 
(840,810) (328) 

516,795 

3,092,971 3,183,737 

3,154,831 
1,177,915 83,866 

461,343 601,270 
(1,921,722) 30,204 

2,872,367 715,341 

(Continued) 



COUNTY OF SANTA CRUZ 
BUDGETARY COMPARISON SCHEDULE (CONTINUED) 

GENERAL FUND 
FOR THE YEAR ENDED JUNE 30, 2016 

Budget 
Original Fina! Actual 

CHARGES TO APPROPRIATIONS (OUTFLOWS), Continued 

General Government, Continued: 

Treasurer- Tax Collector 

Salaries and employee benefits $ 1,237,516 1,237,516 $ 1,188,776 

Services and supplies 882,269 811,723 695,777 

Other charges 1,292 1,292 646 

Capital assets 4,078 4,078 4,077 

lntrafund transfers 140,594 140,594 210,429 

Total 2,265,749 2,195,203 2,099,705 

Assessor 
Salaries and employee benefits 2,694,401 2,694,401 2,502,587 

Services and supplies 559,828 537,719 519,509 

Other charges 225,193 225,263 225,262 

lntrafund transfers (193,103) (193,103) (32,029) 

Total 3,286,319 3,264,280 3,215,329 

Purchasing 
Salaries and employee benefits 343,997 343,997 295,224 

Services and supplies 177,040 118,037 118,036 

lntrafund transfers (111,004) (111,004) (111,005) 

Total 410,033 351,030 302,255 

County Counsel 
Salaries and employee benefits 3,053,611 3,104,814 3,104,814 

Services and supplies 163,840 166,717 161,325 

lntrafund transfers (1,249,414) (1,249,414) (1,358,328) 

Total 1,968,037 2,022,117 1,907,811 

Personnel 
Salaries and employee benefits 3,179,334 3,198,297 3,198,297 

Services and supplies 2,295,794 2,146,202 2,109,965 

lntrafund transfers (1,156,484) (1,156,484) (1,156,484) 

Total 4,318,644 4,188,015 4,151,778 

County Clerk/Elections 
Salaries and employee benefits 1,782,106 1,876,894 1,876,894 

Services and supplies 1,368,978 1,440,947 1,368,946 

Other charges 67,702 67,702 59,164 

Total 3,218,786 3,385,543 3,305,004 
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Variance with 

Final Budget 

$ 48,740 
115,946 

646 
1 

(69,835) 

95,498 

191,814 
18,210 

1 
(161,074) 

48,951 

48,773 

48,775 

5,392 
108,914 

114,306 

36,237 

36,237 

72,001 
8,538 

80,539 

(Continued) 



COUNTY OF SANTA CRUZ 
BUDGETARY COMPARISON SCHEDULE (CONTINUED) 

GENERAL FUND 
FOR THE YEAR ENDED JUNE 30, 2016 

Budget 
Original Fina! Actual 

CHARGES TO APPROPRIATIONS (OUTFLOWS), Continued 

General Government, Continued: 

Communications 
Salaries and employee benefits $ 820,906 780,906 $ 731,764 

Services and supplies 1,782,101 1,860,547 1,808,979 

Other charges 211,483 211,483 211,483 

Capital assets 37,646 586,731 

lntrafund transfers (725,588) (725,588) (765,856) 

Total 2,126,548 2,714,079 1,986,370 

General Services 
Salaries and employee benefits 4,403,922 4,508,981 4,508,981 

Services and supplies 3,919,277 3,907,391 3,846,744 

Other charges 497,028 498,093 498,072 

Capital assets 3,296 3,295 

lntrafund transfers (4,941,893) (5,032,344) (5,062,235) 

Total 3,878,334 3,885,417 3,794,857 

Rea! Property Management 
Services and supplies 148,771 169,869 160,517 

Capital assets 51,750 51,619 

Total 148,771 221,619 212,136 

Finance: Revenue-General Fund 
Salaries and employee benefits 533,880 26,130 

Services and supplies 100,000 101,079 82,239 

Other charges 1,162,899 1,162,899 437,826 

lntrafund transfers (667,803) (667,803) (696,123) 

Total 1,128,976 622,305 (176,058) 

Surveyor 
Services and supplies 196,560 261,560 227,916 

Total 196,560 261,560 227,916 

DPW Engineering 
Services and supplies 139,000 139,000 87,368 

Total 139,000 139,000 87,368 

Central Stores 
Salaries and employee benefits 182,610 187,707 187,706 

Services and supplies 60,233 64,441 64,440 

lntrafund transfers (249,363) (249,363) (230,034) 

Total (6,520) 2,785 22,112 

Total General Government 35,799,030 35,801,215 29,664,592 
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Variance with 

Final Budget 

$ 49,142 
51,568 

586,731 
40,268 

727,709 

60,647 
21 

29,891 

90,560 

9,352 
131 

9,483 

26,130 
18,840 

725,073 
28,320 

798,363 

33,644 

33,644 

51,632 

51,632 

1 
(19,329) 

(19,327) 

6,136,623 

(Continued) 



COUNTY OF SANTA CRUZ 
BUDGETARY COMPARISON SCHEDULE (CONTINUED) 

GENERAL FUND 
FOR THE YEAR ENDED JUNE 30, 2016 

Budget 
Original Fina! Actual 

CHARGES TO APPROPRIATIONS (OUTFLOWS), Continued 

Public Protection: 

Courts 
Services and supplies $ 236,719 236,719 $ 201,113 

Other charges 1,976,315 1,976,315 1,737,863 

Total 2,213,034 2,213,034 1,938,976 

Grand Jury 

Services and supplies 50,109 52,979 42,368 

Total 50,109 52,979 42,368 

Child Support 
Salaries and employee benefits 6,016,650 5,949,650 5,791,937 

Services and supplies 701,150 761,150 747,144 

Other charges 169,238 169,238 169,238 

Capital assets 7,000 6,794 

Total 6,887,038 6,887,038 6,715,113 

District Attorney 
Salaries and employee benefits 13,700,073 13,670,377 13,346,762 

Services and supplies 1,579,208 1,628,742 1,606,556 

Other charges 157,037 350,338 349,230 

lntrafund transfers (122,018) (122,018) (61,581) 

Total 15,314,300 15,527,439 15,240,967 

Public Defender 
Services and supplies 10,029,419 10,150,787 9,942,381 

Total 10,029,419 10,150,787 9,942,381 

Sheriff-Coroner 

Salaries and employee benefits 27,132,401 27,824,227 27,824,227 

Services and supplies 6,596,250 6,711,686 6,176,962 

Other charges 137,497 143,930 143,928 

Capital assets 35,028 86,699 72,655 

Total 33,901,176 34,766,542 34,217,772 

Jail and RehabHitation Center 
Salaries and employee benefits 22,260,456 22,260,456 21,459,649 

Services and supplies 8,451,684 8,467,821 8,235,825 

Other charges 96,308 96,308 59,547 

Capital assets 92,000 80,000 72,408 

lntrafund transfers (59,044) (57,276) 

Total 30,900,448 30,845,541 29,770,153 
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Variance with 

Final Budget 

$ 35,606 
238,452 

274,058 

10,611 

10,611 

157,713 
14,006 

206 

171,925 

323,615 
22,186 

1,108 
(60,437) 

286,472 

208,406 

208,406 

534,724 
2 

14,044 

548,770 

800,807 
231,996 

36,761 
7,592 

(1,768) 

1,075,388 

(Continued) 



COUNTY OF SANTA CRUZ 
BUDGETARY COMPARISON SCHEDULE (CONTINUED) 

GENERAL FUND 
FOR THE YEAR ENDED JUNE 30, 2016 

Budget 
Original Fina! Actual 

CHARGES TO APPROPRIATIONS (OUTFLOWS), Continued 

Public Protection, Continued: 

Probation Department 
Salaries and employee benefits $ 14,023,799 14,289,649 $ 13,864,219 

Services and supplies 6,092,739 6,315,256 6,070,418 

Other charges 69,791 79,219 57,937 

lntrafund transfers (108,500) (108,500) (100,045) 

Total 20,077,829 20,575,624 19,892,529 

State Correctional Schools 
Services and supplies 40,020 20,070 9,812 

Other charges 48,000 36,000 23,671 

Total 88,020 56,070 33,483 

Agricultural Commissioner/ 
Weights and Measures 

Salaries and employee benefits 1,752,704 1,769,749 1,728,846 

Services and supplies 339,961 338,439 312,821 

Other charges 715 2,043 2,042 

Capital assets 8,723 8,722 

lntrafund transfers (142,262) (142,262) (142,262) 

Total 1,951,118 1,976,692 1,910,169 

Public Works - Other Construction Inspection 
Services and supplies 35,000 30,000 29,916 

Total 35,000 30,000 29,916 

Recorder 
Salaries and employee benefits 859,804 859,611 824,620 

Services and supplies 536,511 536,986 337,665 

Other charges 129,809 130,002 130,001 

Capital assets 20,500 20,500 18,821 

Total 1,546,624 1,547,099 1,311,107 
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Variance with 

Final Budget 

$ 425,430 
244,838 

21,282 
(8,455) 

683,095 

10,258 
12,329 

22,587 

40,903 
25,618 

66,523 

84 

84 

34,991 
199,321 

1,679 

235,992 

(Continued) 



COUNTY OF SANTA CRUZ 
BUDGETARY COMPARISON SCHEDULE (CONTINUED) 

GENERAL FUND 
FOR THE YEAR ENDED JUNE 30, 2016 

Budget 
Original Fina! Actual 

CHARGES TO APPROPRIATIONS (OUTFLOWS), Continued 

Public Protection, Continued: 

County Emergency Office 
Salaries and employee benefits $ 169,933 147,450 $ 137,809 

Services and supplies 301,226 351,784 341,572 

Total 471,159 499,234 479,381 

Local Agency Formation Commission 
Other charges 111,167 111,167 111,166 

Total 111,167 111,167 111,166 

Planning Department 
Salaries and employee benefits 7,591,079 7,591,079 7,532,612 

Services and supplies 5,740,849 6,411,361 5,628,463 

Other charges 576,838 2,438,595 576,541 

Capital assets 45,000 45,000 8,997 

lntrafund transfers (3,510,215) (3,772,373) (3,546,659) 

Appropriations for contingencies 385 

Total 10,443,551 12,714,047 10,199,954 

Animal Services 
Other charges 1,246,957 1,246,957 1,246,957 

Total 1,246,957 1,246,957 1,246,957 

Association of Monterey Bay Area Govts. 
Other charges 33,302 33,302 33,302 

Total 33,302 33,302 33,302 

Total Public Protection 135,300,251 139,233,552 133,115,694 

Public Ways and Facilities: 

Public Ways - DPW 
Services and supplies 229,772 239,885 239,884 

Total 229,772 239,885 239,884 

Total Public Ways and Facilities 229,772 239,885 239,884 
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Variance with 

Final Budget 

$ 9,641 
10,212 

19,853 

58,467 
782,898 

1,862,054 
36,003 

(225,714) 
385 

2,514,093 

6,117,858 

(Continued) 



COUNTY OF SANTA CRUZ 
BUDGETARY COMPARISON SCHEDULE (CONTINUED) 

GENERAL FUND 
FOR THE YEAR ENDED JUNE 30, 2016 

Budget 
Original Fina! Actual 

CHARGES TO APPROPRIATIONS (OUTFLOWS), Continued 

Health and Sanitation: 

Health Services Agency 
Salaries and employee benefits $ 66,086,148 66,196,604 $ 57,577,226 

Services and supplies 54,486,047 52,860,252 51,758,693 

Other charges 22,092,168 22,838,927 19,831,337 

Capital assets 100,000 114,601 76,632 

lntrafund transfers (14,287,073) (14,437,671) (13,631,937) 

Appropriations for contingencies 1,168,348 

Total 128,477,290 128,741,061 115,611,951 

Mosquito Abatement 
Salaries and employee benefits 1,048,894 1,048,894 1,040,649 

Services and supplies 376,103 376,103 307,704 

Other charges 5,000 5,000 5,000 

Total 1,429,997 1,429,997 1,353,353 

Air Pollution 
Other charges 41,475 41,475 41,475 

Total 41,475 41,475 41,475 

Total Health and Sanitation 129,948,762 130,212,533 117,006,779 

Public Assistance: 

Human Services Department 
Salaries and employee benefits 59,773,703 59,785,139 55,159,288 

Services and supplies 21,587,239 22,518,549 19,533,474 

Other charges 12,886,893 14,023,675 12,249,527 

Capital assets 69,000 101,926 78,920 

lntrafund transfers (189,217) (189,217) (202,079) 

Total 94,127,618 96,240,072 86,819,130 

Community Programs 
Other charges 3,873,568 3,873,568 3,873,568 

Total 3,873,568 3,873,568 3,873,568 
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Variance with 

Final Budget 

$ 8,619,378 
1,101,559 
3,007,590 

37,969 
(805,734) 

1,168,348 

13,129,110 

8,245 
68,399 

76,644 

13,205,754 

4,625,851 
2,985,075 
1,774,148 

23,006 
12,862 

9,420,942 

(Continued) 



COUNTY OF SANTA CRUZ 
BUDGETARY COMPARISON SCHEDULE (CONTINUED) 

GENERAL FUND 
FOR THE YEAR ENDED JUNE 30, 2016 

Budget 
Original Fina! Actual 

CHARGES TO APPROPRIATIONS (OUTFLOWS), Continued 

Public Assistance, Continued: 

Categorical Aids 
Services and supplies $ 180,000 $ 180,000 $ 148,318 

Other charges 33,340,164 33,440,565 32,888,796 

Total 33,520,164 33,620,565 33,037,114 

General Assistance 
Services and supplies 1,351 1,351 

Other charges 448,505 552,455 552,453 

Total 449,856 553,806 552,453 

Burial of Indigents 
Services and supplies 42,112 42,112 20,367 

Total 42,112 42,112 20,367 

Family Relations 
Services and supplies 43,026 43,026 43,026 

Other charges 92,864 97,864 77,310 

Total 135,890 140,890 120,336 

Wards of Court 
Services and supplies 20,000 18,000 17,791 

Other charges 130,000 213,540 148,094 

Total 150,000 231,540 165,885 

Veterans Service Officer 
Salaries and employee benefits 404,032 404,032 299,269 

Services and supplies 79,613 99,613 95,161 

Other charges 1,423 1,423 1,422 

Total 485,068 505,068 395,852 

Total Public Assistance 132,784,276 135,207,621 124,984,705 
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Variance with 

Final Budget 

$ 31,682 
551,769 

583,451 

1,351 
2 

1,353 

21,745 

21,745 

20,554 

20,554 

209 
65,446 

65,655 

104,763 
4,452 

109,216 

10,222,916 

(Continued) 



COUNTY OF SANTA CRUZ 
BUDGETARY COMPARISON SCHEDULE (CONTINUED) 

GENERAL FUND 
FOR THE YEAR ENDED JUNE 30, 2016 

Budget 
Original Fina! Actual 

CHARGES TO APPROPRIATIONS (OUTFLOWS), Continued 

Education: 

Agricultural Extension Services 
Salaries and employee benefits $ 96,730 $ 97,330 $ 97,329 

Services and supplies 21,735 26,529 26,240 

Total 118,465 123,859 123,569 

Total Education 118,465 123,859 123,569 

Recreation and Culture: 

Recreation and Cultural Services 
Salaries and employee benefits 5,205,255 4,923,891 4,923,890 

Services and supplies 1,993,172 2,154,629 2,021,550 

Other charges 342,389 342,389 333,470 

Capital assets 13,500 14,954 5,476 

lntrafund transfers (95,500) (95,500) (95,500) 

Appropriations for contingencies 21,213 

Total 7,458,816 7,361,576 7,188,886 

Total Recreation and Culture 7,458,816 7,361,576 7,188,886 

Debt Service: 

Debt Service 
Services and supplies 151,750 151,750 103,468 

Other charges 135,000 135,000 131,341 

lntrafund transfers (251,874) (251,874) (252,034) 

Total 34,876 34,876 (17,225) 

Total Debt Service 34,876 34,876 (17,225) 

Total Charges to Appropriations (Outflows) 441,674,248 448,215,117 412,306,884 
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Variance with 

Final Budget 

$ 
289 

290 

290 

133,079 
8,919 
9,478 

21,213 

172,690 

172,690 

48,282 
3,659 

160 

52,101 

52,101 

35,908,233 

(Continued) 



COUNTY OF SANTA CRUZ 
BUDGETARY COMPARISON SCHEDULE (CONTINUED) 

GENERAL FUND 
FOR THE YEAR ENDED JUNE 30, 2016 

Budget 
Original Fina! Actual 

Transfers Out: 

Finance: Revenue-General Fund $ 554,408 554,408 $ 554,408 

Plant 1,800,000 1,800,000 1,800,000 

Planning Department 28,818 28,818 

District Attorney 34,250 89,250 71,457 

Sheriff-Coroner 90,000 105,000 95,445 

Jail and Rehabilitation Center 154,776 154,776 

Probation Department 20,000 20,000 16,134 

Mosquito Abatement 910,776 910,776 910,776 

Health Services Agency 11,071,594 14,532,156 674,397 

Human Services Department 400,000 143,738 143,738 

Debt Service to Financing Authorities 7,693,014 8,637,176 7,852,836 

Total transfers out 22,574,042 26,976,098 12,302,785 

Total Charges to Appropriations (Outflows) 464,248,290 475,191,215 424,609,669 

Net change in fund balance (11,509,961) (10,994,435) 1,531,138 

FUND BALANCE, ENDING $ 38,694,920 $ 39,210,446 $ 51,736,019 

Explanation of Differences between Budgetary Inflows and Outflows and GAAP Revenues and Expenditures 

Sources/lnflows of Resources: 

Actual amounts (budgetary basis) "available for appropriation" from the budgetary comparison schedule 

Differences - budget to GAAP: 

Inception of capital leases are not revenues for financial reporting purposes 

Transfers from other funds are inflows of budgetary resources but are not revenues for financial 

reporting purposes 

Total revenues as reported on the Statement of Revenues, Expenditures and Changes in Fund Balances 

- Governmental Funds 

Uses/Outflows of Resources: 

Actual amounts (budgetary basis) "charges to appropriations" from the budgetary comparison schedule 

Differences - budget to GAAP: 

Transfers to other funds are outflows of budgetary resources but are not expenditures for financial 

reporting purposes 

Total expenditures as reported on the Statement of Revenues, Expenditures and Changes in Fund 

Balances - Governmental Funds 
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Variance with 

Final Budget 

$ 

17,793 
9,555 

3,866 

13,857,759 

784,340 

14,673,313 

50,581,546 

12,525,573 

$ 12,525,573 

(Concluded) 

$ 426,140,607 

(69,685) 

(4,025,238) 

$ 422,045,884 

$ 424,609,669 

(12,302,785) 

$ 412,306,884 



FUND BALANCE, BEGINNING 

RESOURCES (INFLOWS) 

Use of money and property 

Aid from other governments 

Charges for services 

Other 
Transfers in 

COUNTY OF SANTA CRUZ 
BUDGETARY COMPARISON SCHEDULE 

HOUSING FUND 
FOR THE YEAR ENDED JUNE 30, 2016 

Budget 

Original Final 

$ 79,859,218 $ 79,859,218 

202,650 202,629 

2,728,027 3,728,027 

172,929 234,880 

2,167,996 2,167,996 
1,046,000 1,046,000 

Amounts available for appropriation 6,317,602 7,379,532 

CHARGES TO APPROPRIATIONS (OUTFLOWS) 

Services and supplies 4,437,526 5,240,559 

Other charges 20,149,461 20,402,258 

Appropriations for contingencies 6,100 

Total charges to appropriations 24,586,987 25,648,917 

Net change in fund balance (18,269,385) (18,269,385) 

FUND BALANCE, ENDING $ 61,589,833 $ 61,589,833 

Actual 

$ 79,859,218 

277,893 

1,209,523 

349,367 

3,629,527 
97,990 

5,564,300 

1,303,516 

3,746,978 

5,050,494 

513,806 

$ 80,373,024 

Explanation of Differences between Budgetary Inflows and Outflows and GAAP Revenues and Expenditures 

Sources/Inflows of Resources: 

Actual amounts {budgetary basis) "available for appropriation" from the budgetary comparison 
schedule 

Transfers from other funds are inflows of budgetary resources but are not revenues for 
financial reporting purposes 

Total revenues as reported on the Statement of Revenues, Expenditures and Changes in Fund 
Balances - Governmental Funds 
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Variance with 

Final Budget 

$ 

75,264 

(2,518,504) 

114,487 

1,461,531 
(948,010) 

(1,815,232) 

3,937,043 

16,655,280 

6,100 

20,598,423 

18,783,191 

$ 18,783,191 

$ 5,564,300 

(97,990) 

$ 5,466,310 



COUNTY OF SANTA CRUZ 
AN AGENT MUL TIPLE--EMPLOYER DEFINED BENEFIT PENSION PLAN 

SCHEDULE OF CHANGES IN THE NET PENSION LIABILITY AND RELATED RATIOS 
AS OF JUNE 30, 2016 

LAST 10 YEARS* 

2014-15 2013-14 

Total Pension Liability 

Service Cost $ 25,886,883 $ 26,749,327 

Interest on Total Pension Liability 93,511,651 88,558,430 

Changes in Benefits 

Changes in Assumptions (22,399,053) 

Differences between Expected and Actual Experience (13,624,485) 

Benefit Payments, Including Refunds of Employee 
Contributions (56,374,192) (51,053,577) 

Net Change in Total Pension Liability 27,000,806 64,254,180 

Total Pension Liability- Beginning 1,257,185,365 1,192,931,185 

Total Pension Liability- Ending (a) $ 1,284,186,169 $ 1,257,185,365 

Plan Fiduciary Net Position 

Contributions - Employer $ 28,504,238 $ 25,052,420 

Contributions - Employee 11,898,319 11,488,578 

Net Investment Income 21,749,030 143,435,286 

Other Miscellaneous Income 

Benefit Payments, Including Refunds of Employee Contributions (56,374,192) (51,053,577) 

Plan to Plan Resource Movement (29,360) 

Administrative Expense (1,096,896) 

Net Change in Plan Fiduciary Net Position 4,651,139 128,922,707 

Plan Fiductary Net Position - Beginning 957,720,598 828,797,891 

Plan Fiduciary Net Position - Ending (b) $ 962,371,737 $ 957,720,598 

Net Pension Liability- Ending [(a)- (b)] $ 321,814,432 $ 299,464,765 

Plan Fiduciary Net Position as a Percentage of the 

Total Pension LiabHity 74.94% 76.18% 

Covered-Employee Payroll $ 157,946,272 $ 156,860,637 

Net Pension Liability as a Percentage of Covered-

Employee Payroll 203.75% 190.91% 

* Fiscal year 2015-16 was the 2"d year of implementation; therefore, only two years are shown, 

Notes to Schedule: 

Benefit changes, The figures above do not include any liability impact that may have resulted from plan 
changes which occurred aftertheJ une 30, 2014valuation date, 

Changes in assumptions, The discount rate was changed in Measurement Period 2014-15 from 7,5 percent 
(net of administrative expense) to 7,65 percent 
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COUNTY OF SANTA CRUZ 
AN AGENT MUL TIPLE--EMPLOYER DEFINED BENEFIT PENSION PLAN 

SCHEDULE OF CONTRIBUTIONS 
AS OF JUNE 30, 2016 

LAST 10 YEARS* 

2014-15 2013-14 

Actuarially Determined Contributions $ 28,133,624 $ 25,052,420 
Contributions in Relation to the Actuarially 
Determined Contributions 28,133,624 25,052,420 

Contribution Deficiency (Excess) $ $ 

Covered-Employee Payroll $ 157,946,272 $ 156,860,637 

Contributions as a Percentage of Covered-
Employee Payroll 17.81% 15.97% 

*Fiscal year 2015-16 was the 200 year of implementation; therefore, only two years are shown. 

Notes to Schedule: 

Valuation date: J une 30, 2012 

Methods and assumptions used to determine contribution rates: 

Actuarial Cost Method 
Amortization method 
Remaining amortization period 

Assetvaluation method 
Inflation 
Salary increases 
Payroll G rowth 
Investment rate of return 

Retirement age 

Mortality 

Entry age normal 
Level percentage of payroll 
Varies 27 to 32 years as of the Valuation Date 
depending on the Plan 
15-year smoothed market 
2.75% 
Varies by Entry Age and Service 
3.00% 
7.50%, net of pension plan investment expense, 
including inflation 
The probabilities of retirement are based on the 2010 
CalPERS Experience Study for the period from 1997 
to 2007. 

The probabilities of mortality are based on the 201 0 
Ca IP E RS Experience Study for the period from 1997 
to 2007. Pre-retirement and Post-retirement mortality 
rates include 5 years of projected mortality 
improvement using Scale AA published by the 
Society of Actuaries. 
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COUNTY OF SANTA CRUZ 
OTHER POST-EMPLOYMENT OB LIGATIONS 

SCHEDULE OF FUNDING PROGRESS 

The table below shows a three-year analysis of the actuarial value of assets as a percentage of the actuarial 
accrual liability and the unfunded actuarial accrued liability as a percentage of the annual covered payroll as 
ofJ anuary 1 of each year indicated. 

Unfunded 

Unfunded (Overfunded) 

Entry Age (Overfunded) Liability as 

Actuartal Actuarial Actuarial Actuarial a Percentage 

Valuation Value of Accrued Accrued Covered of Covered 

Date* Assets Liability Liability Payroll Payroll 

01101107 $ $ 216.766.000 $ 216.766.000 $ 153.807.000 140.9% 

01101114 145.013.000 145.013.000 153.879.000 94.2% 

01101116 167.095.000 167.095.000 167.418.000 99.8% 

* Most recent information available. 
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COMBINING AND INDIVIDUAL FUND 

STATEMENTS AND SCHEDULES 
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SUMMARY OF NONMAJ OR 

GOVERNMENTAL FUND 

FINANCIAL STATEMENTS 

Special Revenue Funds - The Special Revenue Funds are used to account for the proceeds of special 
revenue sources which are legally restricted to expenditures for specific purposes. 
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Cash and investments 
Restricted cash and investments 
Receivables 
Advances to other funds 

Total assets 

Payables 
Due to other funds 

COUNTY OF SANTA CRUZ 
BALANCE SHEET 

NONMAJOR GOVERNMENTAL FUNDS 
JUNE 30, 2016 

ASSETS 

LIABILITIES 

Advances from grantors and third parties 

Total liabilities 

FUND BALANCES 
Restricted 

Total fund balances 

Total liabilities and fund balances 
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Nonmajor 
Governmental 

Funds 

$ 20,585,632 
15,028,168 
7,999,726 

244,680 

$ 43,858,206 

$ 2,272,954 
2,817,989 

388,794 

5,479,737 

38,378,469 

38,378,469 

$ 43,858,206 



COUNTY OF SANTA CRUZ 
STATEMENT OF REVENUES, EXPENDITURES, AND 

CHANGES IN FUND BALANCES 
NONMAJORGOVERNMENTALFUNDS 
FOR THE YEAR ENDED JUNE 30, 2016 

REVENUES: 
Taxes 
Licenses and permits 
Fines, forfeits and penalties 
Use of money and property 
Aid from other governments 
Charges for services 
Other 

Total revenues 

EXPENDITURES: 
Current: 

General government 
Public protection 
Public ways and facilities 
Health and sanitation 
Education 
Recreation and culture services 

Debt service: 
Principal 
Interest and fiscal charges 

Total expenditures 

REVENUES OVER (UNDER) EXPENDITURES 

OTHER FINANCING SOURCES (USES): 
Bond proceeds 
Bond premium/discount 
Payment to bond refunding escrow agent 
Issuance of debt-refunding bond 
Transfers in 
Transfers out 

Total other financing sources (uses) 

Net change in fund balances 

FUND BALANCES: 

Beginning of year 
Prior period adjustment 
Beginning of year, as restated 

End of year 
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Nonmajor 
Governmental 

Funds 

$ 16,832,920 
4,650 

12,936 
145,389 

16,381,136 
10,713,088 
3,052,918 

47,143,037 

1,749,683 
13,318,715 
20,008,823 

33,876 
5,669,403 
1,477,663 

4,744,166 
2,787,182 

49,789,511 

(2,646,474) 

9,945,000 
60,130 

(13,097,459) 
13,770,000 
8,469,406 
(5,335,769) 

13,811,308 

11,164,834 

28,250,259 
(1,036,624) 
27,213,635 

$ 38,378,469 



FUND BALANCE, BEGINNING 

RESOURCES (INFLOWS) 

Use of money and property 
Aid from other governments 
Charges for services 
Other 
Transfers in 

COUNTY OF SANTA CRUZ 
BUDGETARY COMPARISON SCHEDULE 

CAPITAL PROJECTS FUND 
FOR THE YEAR ENDED JUNE 30, 2016 

Bud9et 
Original Final 

$ 8,895,006 $ 8,895,006 

193 193 
24,128,575 24,128,575 

203,194 203,194 
251,900 251,900 

19,228,344 19,959,685 

Amounts available for appropriation 43,812,206 44,543,547 

CHARGES TO APPROPRIATIONS (OUTFLOWS) 

Services and supplies 132,622 135,182 
Capital assets 49,691,240 50,646,418 
Other charges 4,675,691 2,348,389 
Transfers out 129 123,246 

Total charges to appropriations 54,499,682 53,253,235 

Net change in fund balance (10,687,476) (8,709,688) 

FUND BALANCE, ENDING $ (1,792,470) $ 185,318 

Actual 

$ 8,895,006 

39,088 
450,301 

79,906 
1,571 

4,994,321 

5,565,187 

97,462 
5,161,303 
2,348,389 

62,265 

7,669,419 

(2,104,232) 

$ 6,790,774 

Explanation of Differences between Budgetary Inflows and Outflows and GAAP Revenues and Expenditures 

Sources/Inflows of Resources: 

Actual amounts (budgetary basis) "available for appropriation" from the budgetary 
comparison schedule 

Differences - budget to GAAP: 

Transfers from other funds are inflows of budgetary resources but are not revenues for 
financial reporting purposes 

Tota! revenues as reported on the Statement of Revenues, Expenditures and Changes in 
Fund Balances - Governmental Funds 

Uses/Outflows of Resources: 

Actual amounts (budgetary basis) "charges to appropriation" from the budgetary 
comparison schedule 

Differences - budget to GAAP: 

Transfers to other funds are outflows of budgetary resources but are not expenditures for 
financial reporting purposes 

Total expenditures as reported on the Statement of Revenues, Expenditures and Changes 
in Fund Balances - Governmental Funds 
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Variance with 
Final Budget 

$ 

38,895 
(23,678,274) 

(123,288) 
(250,329) 

(14,965,364) 

(38,978,360) 

37,720 
45,485,115 

60,981 

45,583,816 

6,605,456 

$ 6,605,456 

$ 5,565,187 

(4,994,321) 

$ 570,866 

$ 7,669,419 

(62,265) 

$ 7,607,154 
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NONMAJ OR 

SPECIAL REVENUE FUNDS 

Special Revenue Funds: 

Library Fund - The Library Fund finances library se1Vices in the unincorporated area of the County 
through contracts with the cities of Santa Cruz and Watsonville. Revenue is collected from property taxes 
in the unincorporated area of the County and from the cities of Scotts Valley and Capitola and is 
dedicated to the Santa Cruz County Library J oint Powe rs Authority for library operations. 

Fire Fund - The Fire Fund provides support for coordinating fire protection and prevention activities with 
local fire protection agencies, County departments, and advisory bodies. Revenues consist of taxes and 
charges for se1Vices. 

Off Highway, Road, and Transportation Fund - The Off Highway, Road, and Transportation Fund 
provides for the construction and maintenance of County roads, along with transportation planning 
activities. Revenues consist primarily of State and Federal grants, State taxes, and a State subvention 
from vehicle license fees. 

Financing Authorities - The Financing Authorities are legal entities separate from the County, although 
they are not reported as component units of the County. The Financing Authorities facilitate financing for 
the County and the County of Santa Cruz Redevelopments uccessor Agency. 

Fish and Game Fund - The Fish and Game Fund provides for expenditures, which are used for the 
protection and propagation of fish and game. Revenues are from the County's share of fines collected for 
violations offish and game laws. 

Park Dedication and State Park Bonds Fund - The Park Dedication and State Park Bonds Fund 
finances park land acquisition and park development Revenues come from development impact fees 
charged on new residential development and major residential remodeling. 

Health Services Fund - The Health Services Fund provides for future purchases of health facilities. 

Santa Cruz Flood Control and Water Conservation Zone 7 - The Santa Cruz Flood Control and Water 
Conservation Zone 7 Fund supports a special purpose district fund administered by the Department of 
Public Works. It is governed by an independent Board of Directors. Revenues consist largely of service 
charges. 

Districts Governed by the Board of Supervisors: Public Protection, Health and Sanitation, 
Recreation and Culture Services, and Public Ways and Facilities Funds - The Public Protection, 
Health and Sanitation, Recreation and Culture Services, and Public Ways and Facilities Funds support a 
number of special purpose district funds administered by the Department of Public Works. Revenues 
consist of tax levies and service charges. 

Districts Governed by the Board of Supervisors: Geologic Hazard Abatement Districts Fund -The 
Geologic Hazard Abatement Districts Fund provides for financing and maintaining improvements 
necessary or incidental to the prevention, mitigation, abatement or control of geologic hazards. 
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ASSETS 

Cash and investments 

Restricted cash and investments 

Receivables 

Advances to other funds 

Total assets 

LIABILITIES 

Payables 

Due to other funds 

Advances from grantors and third parties 

Total liabilities 

FUND BALANCES 

Restricted 

UnassignBd 

Total fund balances 

Total liabilities and fund balances 

COUNTY OF SANTA CRUZ 
COMBINING BALANCE SHEET 

NONMAJOR SPECIAL REVENUE FUNDS 
JUNE 30, 2016 

Off Highway, 

Road. and 

Libraiy Fire Transportation 

$ 109,745 $ 4,576,065 $ 268,090 $ 

25,589 6,608,711 

$ 109,745 $ 4,601,654 $ 6,876,801 $ 

$ $ 434,572 $ 1,122,481 $ 

1,384,813 

388,794 

434,572 2,896,088 

109,745 4,167,082 3,980,713 

109,745 4,167,082 3,980,713 

$ 109,745 $ 4,601,654 $ 6,876,801 $ 
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Park 

Dedication and 

Financing Fish and State Park 

Authorities Game Bonds 

$ 12,708 $ 2,440,485 

15,028,168 

1,068,635 

244,680 

15,272,848 $ 12,708 $ 3,509,120 

$ $ 93,105 

279,608 1,153,568 

279,608 1,246,673 

14,993,240 12,708 2,262,447 

14,993,240 12,708 2,262,447 

15,272,848 I 12,708 I 3,509,120 



Health 

Services 

13,352 

13,352 

13,352 

13,352 

13,352 

COUNTY OF SANTA CRUZ 
COMBINING BALANCE SHEET 

NONMAJOR SPECIAL REVENUE FUNDS (CONTINUED) 
JUNE 30, 2016 

Board of Supervisors Governed 

Santa Cruz 

Flood Control Public Ways Geo!ogic Hazard 

and Water Pub!ic Health and Recreation and and Abatement 

Conservation Zone 7 Protection Sanitation Culture Services Facilities Districts 

777,134 2,813,060 2,003,537 2,212,979 5,169,828 188,649 

284,956 11,835 

1,062,090 2,824,895 2,003,537 2,212,979 5,169,828 188,649 

98,904 21,231 1,994 500,667 

98,904 21,231 1,994 500,667 

963,186 2,803,664 2,003,537 2,210,985 4,669,161 188,649 

963,186 2,803,664 2,003,537 2,210,985 4,669,161 188,649 

1,062,090 2,824,895 2,003,537 2,212,979 5,169,828 188,649 
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Tota! 

Nonmajor 

Specia! Revenue 

Funds 

20,585,632 

15,028,168 

7,999,726 

244,680 

43,858,206 

2,272,954 

2,817,989 

388,794 

5,479,737 

38,378,469 

38,378,469 

43,858,206 



COUNTY OF SANTA CRUZ 
COMBINING STATEMENT OF REVENUES, EXPENDITURES 

AND CHANGES IN FUND BALANCES 
NONMAJOR SPECIAL REVENUE FUNDS 
FOR THE YEAR ENDED JUNE 30, 2016 

Off Highway 

Road. and Financing 

Library Fire Transportation Authorities 

REVENUES: 

Taxes $ 5,600,141 $ 1,995,379 $ $ 

Licenses and permits 

Fines. fotfeits and penames 

Use of money and property 30,610 770 6,140 

Aid from other governments 92,712 309,074 11,832,560 

Charges for services 1,448,948 535,858 

Other 2,891,513 

Total revenues 5,692,853 3,784,011 15,260,701 6,140 

EXPENDlTURES: 

Current 

General government 463,857 

Public protection 3,734,764 

Public ways and facilities 14,869,831 

Health and sanitation 

Education 5,669,403 

Recreation and culture services 

Debt service: 

Principal 4,744,166 

lnterast anc fisca! charges 2,787,182 

Total expenditures 5,669,403 3,734,764 14,869,831 7,995,205 

REVENUES OVER (UNDER) EXPENDITURES 23,450 49,247 390,870 (7,989,065) 

OTHER FINANCING SOURCES (USES): 

Transfers in 32,162 7,852,836 

Transfers out {5,771) (2,073,788) 

Bonds proceeds 9,945,000 

Bond premium/discount 60,130 

Issuance of debt-refunding bond 13,770,000 

Payment to bond refunding escrow agent {13,097,459) 

Total other financing sources (uses) {5,771) 32,162 16,456,719 

Net change in fund balanres 17,679 49,247 423,032 8,467,654 

Fund balances ( deficit} - beginning 92,066 4,117,835 3,557,681 7,562,210 

Prior period adjustment (1,036,624) 

Fund balances (deficit}- beginning, as restated 92,066 4,117,835 3,557,681 6,525,586 

Fund balances - ending $ 109,745 5 4,167,062 5 3,960,713 $ 14,993,240 

140 

Parl< 

Dedication and 

Fish and State Park 

Game Bonds 

$ $ 

12,936 

96 11,315 

1,135,178 

238,056 

148,870 

13,032 1,533,419 

1,285,826 

15,001 

29,383 

15,001 1,315,209 

(1,969) 218,210 

554,408 

554,408 

(1,969) 772,618 

14,677 1,489,829 

14,677 1,489,829 

5 12,706 $ 2,262,447 



$ 

$ 

Health 

Services 

87 

87 

87 

87 

13,265 

13,265 

13,352 

COUNTY OF SANTA CRUZ 
COMBINING STATEMENT OF REVENUES, EXPENDITURES 

AND CHANGES IN FUND BALANCES (CONTINUED) 
NON MAJOR SPECIAL REVENUE FUNDS 
FOR THE YEAR ENDED JUNE 30, 2016 

Board of Supervisois Governed 

Santa Cru:: 

Flood Control 

and Water 

Conservation Zone 7 

Pub!ic 

Protection 

Health and 

Sanitation 

Recreation and 

Culture Services 

Public Ways 

aad 

Facilities 

Geo!ogic Ha::ard 

Abatement 

Districts 

5 5 6,912,087 $ $ 1,529,806 $ 795,507 $ 

3,500 1,150 

2,555 21,710 19,019 16,875 34,986 1,226 

2,004,153 1,027,021 6,189 (25,751) 

1,777,266 1,170,691 1,368,482 2 4,173,785 

6,535 6,000 

3,783,974 9,141,544 1,387,501 1,552,872 4,985,677 1,226 

1,724,865 7,844,085 

5,138,992 

33,876 

1,448,280 

1,724,865 7,844,085 33,876 1,448,280 5,138,992 

2,059,109 1,297,459 1,353,625 104,592 {153,315) 1,226 

30,000 

(800,000) {2,264,128) - {192,082) -

(770,000) {2,264,128) {192,082) 

2,059,109 527,459 {910,503) (87,490) {153,315) 1,226 

{1,095,923) 2,276,205 2,914,040 2,298,475 4,822,476 187,423 

{1,095,923) 2,276,205 2,914,040 2,298,475 4,822,476 187,423 

$ 963,186 $ 2,603,664 $ 2,003,537 $ 2,210,965 $ 4,669,161 $ 186,649 
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Total 

Nonmajor 

Special RevenUB 

Funds 

$ 16,832,920 

4,650 

12,936 

145,389 

16,381,136 

10,713,088 

3,052,918 

47,143,037 

1,749,683 

13,318,715 

20,008,823 

33,876 

5,669,403 

1,477,663 

4,744,166 

2,787,182 

49,789,511 

{2,646,474) 

8,469,406 

{5,335,769) 

9,945,000 

60,130 

13,770,000 

(13,097,459) 

13,811,308 

11,164,834 

28,250,259 

{1,036,624) 

27,213,635 

$ 36,376,469 



FUND BALANCE, BEGINNING 

RESOURCES (INFLOWS) 

Taxes 
Aid from other governments 

Amounts available for appropriation 

COUNTY OF SANTA CRUZ 
BUDGETARY COMPARISON SCHEDULE 

LIBRARY SPECIAL REVENUE FUND 
FOR THE YEAR ENDED JUNE 30, 2016 

Budget 

Original Final 

$ 92,066 $ 92,066 

5.224.510 5.508.680 
58.858 74.429 

5,283,368 5,583,109 

CHARGES TO APPROPRIATIONS (OUTFLOWS) 

Services and supplies 5.120.453 5.512.240 

Other charges 157.164 157.164 

Transfers out 5.751 5.771 

Total charges to appropriations 5,283,368 5,675,175 

Net change in fund balance (92,066) 

FUND BALANCE, ENDING $ 92,066 $ 

Actual 

$ 92,066 

5.600.141 
92.712 

5,692,853 

5.512.239 
157.164 

5.771 

5,675,174 

17,679 

$ 109,745 

Explanation of Differences between Budgetary Inflows and Outflows and GAAP Revenues and Expenditures 

Uses/Outflows of Resources: 

Actual amounts {budgetary basis) "charges to appropriations" from the budgetary comparison 
schedule 

Differences - budget to GAAP: 

Transfers to other funds are outflows of budgetary resources but are not expenditures for 
financial reporting purposes 

Total expenditures as reported on the Combining Statement of Revenues, Expenditures and 
Changes in Fund Balances - Nonmajor Special Revenue Funds 
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Variance with 

Final Budget 

$ 

91.461 
18.283 

109,744 

109,745 

$ 109,745 

$ 5,675,174 

(5,771) 

$ 5,669,403 



COUNTY OF SANTA CRUZ 
BUDGETARY COMPARISON SCHEDULE 

FIRE SPECIAL REVENUE FUND 
FOR THE YEAR ENDED JUNE 30, 2016 

Budget Variance with 

Original Final Actual Final Budget 

FUND BALANCE, BEGINNING $ 4,117,835 $ 4,117,835 $ 4,117,835 $ 

RESOURCES (INFLOWS) 

Taxes 1,889,344 1,889,344 1,995,379 106,035 

Use of money and property 9,150 9,150 30,610 21,460 

Aid from other governments 165,536 189,531 309,074 119,543 

Charges for services 1,245,530 1,260,530 1,448,948 188,418 

Transfers in 6,450 (6,450) 

Amounts available for appropriation 3,309,560 3,355,005 3,784,011 429,006 

CHARGES TO APPROPRIATIONS (OUTFLOWS) 

Salaries and employee benefits 92,300 107,300 87,981 19,319 

Services and supplies 3,727,306 3,726,686 2,439,609 1,287,077 

Other charges 219,851 123,671 118,416 5,255 

Capital assets 992,622 1,519,328 1,088,758 430,570 

Appropriations for contingencies 200,000 327,041 327,041 

Total charges to appropriations 5,232,079 5,804,026 3,734,764 2,069,262 

Net change in fund balance (1,922,519) (2,449,021) 49,247 2,498,268 

FUND BALANCE, ENDING $ 2,195,316 $ 1,668,814 $ 4,167,082 $ 2,498,268 
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COUNTY OF SANTA CRUZ 
BUDGETARY COMPARISON SCHEDULE 

OFF HIGHWAY, ROAD, AND TRANSPORTATION SPECIAL REVENUE FUND 
FOR THE YEAR ENDED JUNE 30, 2016 

Budget 

Original Final Actual 

FUND BALANCE, BEGINNING $ 3,557,681 $ 3,557,681 $ 3,557,681 

RESOURCES (INFLOWS) 

Use of money and property 6,500 6,500 770 

Aid from other governments 18,761,511 18,761,511 11,832,560 

Charges for services 3,104,867 3,104,867 535,858 

other 3,160,166 3,408,404 2,891,513 

Transfers in 32,162 32,162 

Amounts available for appropriation 25,033,044 25,313,444 15,292,863 

CHARGES TO APPROPRIATIONS (OUTFLOWS) 

Services and supplies 27,266,319 27,546,719 14,869,831 

Total charges to appropriations 27,266,319 27,546,719 14,869,831 

Net change in fund balance (2,233,275) (2,233,275) 423,032 

FUND BALANCE, ENDING $ 1,324,406 $ 1,324,406 $ 3,980,713 

Explanation of Differences between Budgetary Inflows and Outflows and GAAP Revenues and Expenditures 

Sources/Inflows of Resources: 

Actual amounts (budgetary basis) "available for appropriation" from the budgetary comparison 
schedule 

Differences - budget to GMP: 

Transfers from other funds are inflows of budgetary resources but are not revenues for 
financial reporting purposes 

Total revenues as reported on the Combining Statement of Revenues, Expenditures and 
Changes in Fund Balances - Nonmajor Special Revenue Funds 
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Variance with 

Final Budget 

$ 

(5,730) 

(6,928,951) 

(2,569,009) 

(516,891) 

(10,020,581) 

12,676,888 

12,676,888 

2,656,307 

$ 2,656,307 

$ 15,292,863 

(32,162) 

$ 15,260,701 



COUNTY OF SANTA CRUZ 
BUDGETARY COMPARISON SCHEDULE 

FISH AND GAME SPECIAL REVENUE FUND 
FOR THE YEAR ENDED JUNE 30, 2016 

Budget Variance with 

Original Final Actual Final Budget 

FUND BALANCE, BEGINNING $ 14,677 $ 14,677 $ 14,677 $ 

RESOURCES (INFLOWS) 

Fines, forfeits and penalties 8,000 8,073 12,936 4,863 

Use of money and property 100 100 96 (4) 

Amounts available for appropriation 8,100 8,173 13,032 4,859 

CHARGES TO APPROPRIATIONS (OUTFLOWS) 

Other charges 15,000 15,073 15,001 72 

Total charges to appropriations 15,000 15,073 15,001 72 

Net change in fund balance (6,900) (6,900) (1,969) 4,931 

FUND BALANCE, ENDING $ 7,777 $ 7,777 $ 12,708 $ 4,931 
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COUNTY OF SANTA CRUZ 
BUDGETARY COMPARISON SCHEDULE 

PARK DEDICATION AND STA TE PARK BONDS SPECIAL REVENUE FUND 
FOR THE YEAR ENDED JUNE 30, 2016 

Budget 

Original Final Actual 

FUND BALANCE, BEGINNING $ 1,489,829 $ 1.489.829 $ 1,489,829 

RESOURCES (INFLOWS) 

Use of money and property 6,372 6.372 11,315 

Aid from other governments 1,168,383 1,213,383 1,135,178 

Charges for services 107,106 107.106 238,056 

Other 162,170 162,170 148,870 

Transfers in 1,710,439 1.710.439 554,408 

Amounts available for appropriation 3,154,470 3,199,470 2,087,827 

CHARGES TO APPROPRIATIONS (OUTFLOWS) 

Services and supplies 29,810 29,810 8,150 

Other charges 95,020 95.020 4,150 

Capital assets 3,334,532 3,379,532 1,302,909 

Transfers out 1,173,631 1.173.631 

Total charges to appropriations 4,632,993 4.677.993 1,315,209 

Net change in fund balance (1,478,523) (1,478,523) 772,618 

FUND BALANCE, ENDING $ 11,306 $ 11,306 $ 2,262,447 

Explanation of Differences between Budgetary Inflows and Outflows and GAAP Revenues and Expenditures 

Sources/Inflows of Resources: 

Actual amounts (budgetary basis) "available for appropriation" from the budgetary comparison 
schedule 

Differences - budget to GAAP: 

Transfers from other funds are inflows of budgetary resources but are not revenues for 
financial reporting purposes 

Total revenues as reported on the Combining Statement of Revenues, Expenditures and 
Changes in Fund Balances - Nonmajor Special Revenue Funds 
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Variance with 

Final Budget 

$ 

4.943 

(78,205) 

130.950 

(13,300) 

(1,156,031) 

(1,111,643) 

21,660 

90.870 

2,076,623 

1.173.631 

3.362.784 

2.251.141 

$ 2,251,141 

$ 2,087,827 

(554,408) 

$ 1,533,419 



FUND BALANCE, BEGINNING 

RESOURCES (INFLOWS) 

Use of money and property 

COUNTY OF SANTA CRUZ 
BUDGETARY COMPARISON SCHEDULE 

HEALTH SERVICES SPECIAL REVENUE FUND 
FOR THE YEAR ENDED JUNE 30, 2015 

Budget 

Original Final 

$ 13,265 $ 13,265 

Amounts available for appropriation 

CHARGES TO APPROPRIATIONS (OUTFLOWS) 

Net change in fund balance 

FUND BALANCE, ENDING $ 13,265 $ 13,265 
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Variance with 

Actual Final Budget 

$ 13,265 $ 

87 87 

87 87 

87 87 

$ 13,352 $ 87 



COUNTY OF SANTA CRUZ 
BUDGETARY COMPARISON SCHEDULE 

SANTA CRUZ FLOOD CONTROL AND WATER CONSERVATION ZONE 7 SPECIAL REVENUE FUND 

FOR THE YEAR ENDED JUNE 30, 2016 

Budget Variance with 

Original Final Actual Final Budget 

FUND BALANCE (DEFICIT), BEGINNING $ (1,095,923) $ (1,095,923) $ (1,095,923) $ 

RESOURCES (INFLOWS) 

Use of money and property 2,555 2,555 

Aid from other governments 4,863,328 4,863,328 2,004,153 (2,859, 175) 

Charges for services 1,776,273 1,776,273 1,777,266 993 

Amounts available for appropriation 6,639,601 6,639,601 3,783,974 (2,855,627) 

CHARGES TO APPROPRIATIONS (OUTFLOWS) 

Services and supplies 1,074,894 1,074,894 838,851 236,043 

Capital assets 4,254,889 4,254,889 886,014 3,368,875 

Appropriations for contingencies 213,895 213,895 213,895 

Total charges to appropriations 5,543,678 5,543,678 1,724,865 3,818,813 

Net change in fund balance 1,095,923 1,095,923 2,059,109 963,186 

FUND BALANCE, ENDING $ $ $ 963,186 $ 963,186 
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COUNTY OF SANTA CRUZ 
BUDGETARY COMPARISON SCHEDULE 

DISTRICTS GOVERNED BY THE BOARD OF SUPERVISORS - PUBLIC PROTECTION SPECIAL 
REVENUE FUND 

FOR THE YEAR ENDED JUNE 30, 2016 

Budget Variance with 

Original Final Actual Final Budget 

FUND BALANCE, BEGINNING $ 2,276,205 $ 2,276,205 $ 2,276,205 $ 

RESOURCES (INFLOWS) 

Taxes 6,501,167 6,588,977 6,912,087 323,110 

Licenses and permits 2,500 2,500 3,500 1,000 

Use of money and property 8,914 8,914 21,710 12,796 

Aid from other governments 1,845,407 1,944,502 1,027,021 (917,481) 

Charges for services 874,360 921,360 1,170,691 249,331 

other 6,535 6,535 

Transfers in 5,792 30,000 24,208 

Amounts available for appropriation 9,232,348 9,472,045 9,171,544 (300,501) 

CHARGES TO APPROPRIATIONS (OUTFLOWS) 

Salaries and employee benefits 55,120 55,120 48,632 6,488 

Services and supplies 7,075,922 7,299,479 6,145,686 1,153,793 

Other charges 2,202,513 2,200,433 1,454,761 745,672 

Capital assets 706,887 725,107 195,006 530,101 

Transfers out 800,000 805,792 800,000 5,792 

Appropriations for contingencies 100,000 100,000 100,000 

Total charges to appropriations 10,940,442 11,185,931 8,644,085 2,541,846 

Net change in fund balance (1,708,094) (1,713,886) 527,459 2,241,345 

FUND BALANCE, ENDING $ 568,111 $ 562,319 $ 2,803,664 $ 2,241,345 

Explanation of Differences between Budgetary Inflows and Outflows and GAAP Revenues and Expenditures 

Sources/Inflows of Resources: 

Actual amounts (budgetary basis) "available for appropriations" from the budgetary comparison schedule $ 9,171,544 

Differences - budget to GAAP: 

Transfers from other funds are inflows of budgetary resources but are not revenues for financial reporting purposes (30,000) 

Total revenues as reported on the Combining Statement of Revenues, Expenditures and Changes in Fund 

Balances - Nonmajor Special Revenue Funds $ 9,141,544 

Uses/Outflows of Resources: 

Actual amounts (budgetary basis) "charges to appropriations" from the budgetary comparison schedule $ 8,644,085 

Differences - budget to GAAP: 

Transfers to other funds are outflows of budgetary resources but are not expenditures for financial reporting purposes (800,000) 

Total expenditures as reported on the Combining Statement of Revenues, Expenditures and Changes in 

Fund Balances - Nonmajor Special Revenue Funds $ 7,844,085 
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COUNTY OF SANTA CRUZ 
BUDGETARY COMPARISON SCHEDULE 

DISTRICTS GOVERNED BY THE BOARD OF SUPERVISORS- HEALTH AND SANITATION SPECIAL 
REVENUE FUND 

FOR THE YEAR ENDED JUNE 30, 2016 

Budget Variance with 

Original Final Actual Final Budget 

FUND BALANCE, BEGINNING $ 2.914.040 $ 2,914,040 $ 2.914.040 $ 

RESOURCES (INFLOWS) 

Use of money and property 14.052 14,052 19.019 4,967 

Charges for services 1,370,429 1,370,429 1,368,482 (1,947) 

Amounts available for appropriation 1.384.481 1,384,481 1.387.501 3,020 

CHARGES TO APPROPRIATIONS (OUTFLOWS) 

Services and supplies 2,920 2,920 2,498 422 

Other charges 33.122 33,122 31.378 1,744 

Transfers out 2,340,773 2,340,773 2,264,128 76,645 

Total charges to appropriations 2.376.815 2,376,815 2.298.004 78,811 

Net change in fund balance (992,334) (992,334) (910,503) 81,831 

FUND BALANCE, ENDING $ 1,921,706 $ 1,921,706 $ 2,003,537 $ 81,831 

Explanation of Differences between Budgetary Inflows and Outflows and GAAP Revenues and Expenditures 

Uses/Outflows of Resources: 

Actual amounts {budgetary basis) "charges to appropriations" from the budgetary comparison 
schedule $ 2,298,004 

Differences - budget to GAAP: 

Transfers to other funds are outflows of budgetary resources but are not expenditures for 
financial reporting purposes (2,264,128) 

Total expenditures as reported on the Combining Statement of Revenues, Expenditures and 
Changes in Fund Balances - Nonmajor Special Revenue Funds $ 33,876 
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COUNTY OF SANTA CRUZ 
BUDGETARY COMPARISON SCHEDULE 

DISTRICTS GOVERNED BY THE BOARD OF SUPERVISORS - RECREATION AND CULTURE SERVICES 
SPECIAL REVENUE FUND 

FOR THE YEAR ENDED JUNE 30, 2016 

Budget Variance with 

Original Final Actual Final Budget 

FUND BALANCE, BEGINNING $ 2,298,475 $ 2,298,475 $ 2,298,475 $ 

RESOURCES (INFLOWS) 

Taxes 1,392,388 1,393,096 1,529,806 136,710 

Use of money and property 8,525 8,525 16,875 8,350 

Aid from other governments 3,180 3,180 6,189 3,009 

Charges for services 2 2 

Amounts available for appropriation 1,404,093 1,404,801 1,552,872 148,071 

CHARGES TO APPROPRIATIONS (OUTFLOWS) 

Services and supplies 1,401,240 1,405,547 1,405,546 1 

Other charges 2,853 2,853 2,853 

Capital assets 18,096 84,784 39,881 44,903 

Transfers out 189,679 192,082 192,082 

Total charges to appropriations 1,611,868 1,685,266 1,640,362 44,904 

Net change in fund balance (207,775) (280,465) (87,490) 192,975 

FUND BALANCE, ENDING $ 2,090,700 $ 2,018,010 $ 2,210,985 $ 192,975 

Explanation of Differences between Budgetary Inflows and Outflows and GAAP Revenues and Expenditures 

Uses/Outflows of Resources: 

Actual amounts (budgetary basis) "charges to appropriations" from the budgetary comparison 
schedule $ 1,640,362 

Differences - budget to GAAP: 

Transfers to other funds are outflows of budgetary resources but are not expenditures for 
financial reporting purposes (192,082) 

Tota! expenditures as reported on the Combining Statement of Revenues, Expenditures and 
Changes in Fund Balances - Nonmajor Special Revenue Funds $ 1,448,280 
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COUNTY OF SANTA CRUZ 
BUDGETARY COMPARISON SCHEDULE 

DISTRICTS GOVERNED BY THE BOARD OF SUPERVISORS-PUBLIC WAYS AND FACILITIES SPECIAL 
REVENUE FUND 

FOR THE YEAR ENDED JUNE 30, 2016 

Budget Variance with 

Original Final Actual Final Budget 

FUND BALANCE, BEGINNING $ 4,822,476 $ 4,822,476 $ 4,822,476 $ 

RESOURCES (INFLOWS) 

Taxes 668,640 668,640 795,507 126,867 

Licenses and permits 1,150 1,150 

Use of money and property 16,180 16,180 34,986 18,806 

Aid from other governments 762,074 861,420 (25,751) (887,171) 

Charges for services 4,169,400 4,169,400 4,173,785 4,385 

Other 5,000 5,000 6,000 1,000 

Amounts available for appropriation 5,621,294 5,720,640 4,985,677 (734,963) 

CHARGES TO APPROPRIATIONS (OUTFLOWS) 

Services and supplies 9,384,289 8,624,830 4,504,576 4,120,254 

Other charges 10,166 10,166 10,120 46 

Capital assets 331,901 1,190,706 624,296 566,410 

Total charges to appropriations 9,726,356 9,825,702 5,138,992 4,686,710 

Net change in fund balance (4,105,062) (4,105,062) (153,315) 3,951,747 

FUND BALANCE, ENDING $ 717,414 $ 717,414 $ 4,669,161 $ 3,951,747 
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NONMAJ OR 

E NTE RPRIS E FUNDS 

Boulder Creek CSA 7, Rolling Woods CSA 10, Place de Mer CSA 2, Sand Dollar Beach CSA 5, 
Trestle Beach CSA 20, Summit West CSA 54, and Graham Hill CSA 57 - These County Service 
Areas provide sewage collection, treatment, and disposal services to residents within each district's area. 
User fees are the principal source of revenue. 

Septic Tank Maintenance CSA 12 - This County Service Area provides maintenance for 
unincorporated areas of the County. User fees are the principal source ofrevenue. 

tanks in 

Freedom County Sanitation District - This district provides sewage collection, treatment, and disposal 
services for the residents of the Freedom area. User fees are the principal source of revenue. 

Davenport Sanitation District- This district provides sewage collection, treatment, and disposal services 
as well as the supplying and treatment of water to Davenport, Newtown, and San Vicente. User fees and 
contributions from the principal commercial customer are the principal sources of revenue. 
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COUNTY OF SANTA CRUZ 
COMBINING STATEMENT OF NET POSITION 

NONMAJOR ENTERPRISE FUNDS 
JUNE 30, 2016 

Sand 

Boulder Rolling Place Dollar Trestle 

Creek Woods de Mer Beach Beach 

CSA 7 CSA 10 CSA2 CSA5 CSA20 

ASSETS 

Current assets: 

Cash and investments $ 913,307 $ 531,392 $ 492,891 $ 254,185 $ 53,765 

Restricted cash 

Receivables 

Total current assets 913,307 531,392 492,891 254,185 53,765 

Noncurrent assets: 

Loans receivable 

Capital assets: 

Construction in progress 127,407 11,826 

Buildings and structures 1,903,676 375,398 188,209 917,969 

Equipment 83,080 

Accumulated depreciation (1,561,108) (245,258) (114,284) (370,432) 

Capital assets, net 553,055 130,140 85,751 547,537 

Total noncurrent assets 553,055 130,140 85,751 547,537 

Total assets 1,466,362 661,532 578,642 801,722 53,765 

LIABILITIES 

Current fiabflfties: 

Payables 3,486 1,377 2,554 183 

Current portion of long-tenn liabilities 

Total current liabilities 3,486 1,377 2,554 183 

Noncurrent liabilities: 

Long-tenn liabilities 

Total noncurrent liabilities 

Total liabilities 3,486 1,377 2,554 183 

NET POSITION 

Net investment in capital assets 553,055 130,140 85,751 547,537 

Restricted for: 

Debt service 

Unrestricted 909,821 531,392 491,514 251,631 53,582 

Total net position $ 1,462,876 $ 661,532 $ 577,265 $ 799,168 $ 53,582 
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$ 

COUNTY OF SANTA CRUZ 
COMBINING STATEMENT OF NET POSITION (CONTINUED) 

NONMAJOR ENTERPRISE FUNDS 
JUNE 30, 2016 

Freedom 

Summit Graham Septic Tank County Davenport 

West Hill Maintenance Sanitation Sanitation 

CSA54 CSA57 CSA 12 District District Total 

2,386 $ 309,017 $ 1,022,653 $ 1,866,706 $ 114,421 $ 5,560,723 

16,585 16,585 

485 156,611 157,096 

2,386 309,017 1,023,138 2,023,317 131,006 5,734,404 

53,232 53,232 

129,572 227,530 496,335 

8,873,465 6,606,034 18,864,751 

24,235 17,345 124,660 

(16,454) (4,343,026) (2,385,184) (9,035,746) 

7,781 4,660,011 4,465,725 10,450,000 

61,013 4,660,011 4,465,725 10,503,232 

2,386 309,017 1,084,151 6,683,328 4,596,731 16,237,636 

124,062 34,323 97,398 263,383 

15,984 30,709 46,693 

140,046 34,323 128,107 310,076 

60,290 179,731 240,021 

60,290 179,731 240,021 

200,336 34,323 307,838 550,097 

7,781 4,660,011 4,255,285 10,239,560 

43,427 43,427 

2,386 309,017 876,034 1,988,994 (9,819) 5,404,552 ------
$ 2,386 $ 309,017 $ 883,815 $ 6,649,005 $ 4,288,893 $ 15,687,539 
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COUNTY OF SANTA CRUZ 
COMBINING STATEMENT OF REVENUES, EXPENSES, 

AND CHANGES IN NET POSITION 
NON MAJOR ENTERPRISE FUNDS 

FOR THE YEAR ENDED JUNE 30, 2016 

Sand 

Boulder Rolling Place Dollar Trestle 

Creek Woods de Mer Beach Beach 

CSA 7 CSA 10 CSA2 CSA5 CSA20 

OPERATING REVENUES: 

Charges for seivfces $ 461,736 $ 107,867 $ 87,150 $ 262,640 $ 45,869 

Total operating revenues 461,736 107,867 87,150 262,640 45,869 

OPERATING EXPENSES: 

Seivfces and supplies 309,942 5,904 33,736 208,435 46,583 

Depreciation and amortization 62,509 9225 5,542 34,918 

Total operating expenses 372,451 15,129 39,278 243,353 46,583 

Operating income {loss) 89,285 92,738 47,872 19,287 (714) 

NONOPERATING REVENUES (EXPENSES): 

Intergovernmental 

Interest and investment income 6,158 2,056 2,983 1,361 317 

Interest expense 

Property taxes 

Gain/{foss) on disposal of capital assets 

Total nonoperating revenues (expenses) 6,158 2,056 2,983 1,361 317 

Capital contributions 

Transfers in 391,559 

Transfers out 

Change in net position 95,443 486,353 50,855 20,648 (397) 

Net position - beginning 1,367,433 175,179 526,410 778,520 53,979 

Net position - ending $ 1,462,876 $ 661,532 $ 577,265 $ 799,168 $ 53,582 
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Summit Graham 

West Hill 

CSA54 CSA57 

$ $ 33,923 

33,923 

125 10,903 

125 10,903 

------'(_12_5-'-) ___ 23--',_02_0_ 

16 2,915 

16 2,915 

(391,559) 

(109) (365,624) 

2,495 674,641 

$ 2,386 $ 309,017 

COUNTY OF SANTA CRUZ 
COMBINING STATEMENT OF REVENUES, EXPENSES, 

AND CHANGES IN NET POSITION (CONTINUED) 
NONMAJOR ENTERPRISE FUNDS 

FOR THE YEAR ENDED JUNE 30, 2016 

Septic Tank 

Maintenance 

CSA 12 

$ 1,074,140 

1,074,140 

1,084,762 

4,847 

1,089,609 

$ 

Freedom 

County 

Sanitation 

District 

845,074 

845,074 

627,096 

205,897 

832,993 

(15,469) ___ 12--',_08_1_ 

9,588 11,920 

(5,424) 

(7,693) 

(3,529) 11,920 

(18,998) 24,001 

902,813 6,625,004 

$ 883,815 $ 6,649,005 

$ 

Davenport 

Sanitation 

District 

466,953 

466,953 

365,397 

165,390 

530,787 

$ 

Total 

3,385,352 

3.385.352 

2,692,883 

488.328 

3,181,211 

(63,834) ___ 2_04--',_14_1_ 

203 203 

1,165 38,479 

(5,627) (11,051) 

29,005 29,005 

(7,693) 

24,746 48,943 

101,950 101,950 

391.559 

(391,559) 

62,862 355.034 

4,226,031 15.332.505 

$ 4,288,893 $ 15,687,539 

157 



COUNTY OF SANTA CRUZ 
COMBINING STATEMENT OF CASH FLOWS 

NONMAJOR ENTERPRISE FUNDS 
FOR THE YEAR ENDED JUNE 30, 2016 

Sand 

Boulder Rolling Place Dollar Trestle 

Creek Woods de Mer Beach Beach 

CSA 7 CSA10 CSA2 CSA5 CSA20 

CASH FLOWS FROM OPERATING ACTIVITIES: 

Receipts from customers and users $ 467,895 $ 107,868 $ 87,150 $ 262,639 $ 45,868 

Payments to suppliers for goods and services (92,938) (6,598) (11,240) (56,545) (11,424) 

Payments to other funds for services provided (219,757) (2,307) (21,119) (149,335) (35,009) 

Net cash provided (used) by operating activities 155,200 98,963 54,791 56,759 (565) 

CASH FLOWS FROM NONCAPITAL 

FINANCING ACTIVITIES: 

Transfers from other funds 394,559 

Transfers to other funds 

Property taxes 

Net cash provided (used) by noncapital 

financing activities 394,559 

CASH FLOWS FROM CAPITAL AND 

RELATED FINANCING ACTIVITIES: 

Capital contributions 

Acquisition and construction of capital assets (127,407) 

Principal paid on capital debt 

Interest paid on capital debt 

Net cash provided (used) by capital and 

related financing activities (127,407) 

CASH FLOWS FROM INVESTING ACTIVITIES: 

Interest on investments 6,158 2,056 2,983 1,361 317 

Net cash provided (used) by investing activities 6,158 2,056 2,983 1,361 317 

Net increase (decrease) in cash 

cash and cash equivalents 33,951 495,578 57,774 58,120 (248) 

Cash and cash equivalents at beginning of year 879,356 35,814 435,117 196,065 54,013 

Cash and cash equivalents at end of year $ 913,307 $ 531,392 $ 492,891 $ 254,185 $ 53,765 
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Summit 

West 

CSA54 

$ $ 

(125) 

(125) 

16 

16 

(109) 

2,495 

$ 2,386 $ 

COUNTY OF SANTA CRUZ 
COMBINING STATEMENT OF CASH FLOWS (CONTINUED) 

NONMAJOR ENTERPRISE FUNDS 

Graham 

Hill 

CSA57 

33,924 

(4,828) 

(6,076) 

23,020 

(391,559) 

FOR THE YEAR ENDED JUNE 30, 2016 

Freedom 

Septic Tank County 

Maintenance Sanitation 

CSA12 District 

$1,110,550 $ 846,110 

(1,220,700) (512,385) 

(285,502) 

(110,150) 48,223 

Davenport 

Sanitation 

District 

$ 467,330 

(26,617) 

(294,104) 

146,609 

29,008 

Total 

$ 3,429,334 

(1,943,400) 

(1,013,209) 

472,725 

394,559 

(391,559) 

29,008 

(391,559) ___________ 29--',_oo_s ____ 3_2-',o_o_s_ 

2,915 

2,915 

(365,624) 

674,641 

309,017 

(132,332) 

(5,424) 

(137,756) 

9,588 

9,588 

(238,318) 

1,260,971 

$1,022,653 

(27,175) 

(27,175) 

11,920 

11,920 

32,968 

1,833,738 

$1,866,706 $ 

101,950 

(227,531) 

(30,006) 

(5,793) 

(161,380) 

1,165 

1,165 

15,402 

115,604 

131,006 

159 

101,950 

(382,113) 

(162,338) 

(11,217) 

(453,718) 

38,479 

38,479 

89,494 

5.487.814 

$ 5,577,308 
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COUNTY OF SANTA CRUZ 
COMBINING STATEMENT OF CASH FLOWS (CONTINUED) 

NONMAJOR ENTERPRISE FUNDS 
FOR THE YEAR ENDED JUNE 30, 2016 

Sand 

Boulder Rolling Place Dollar Trestle 

Creek Woods de Mer Beach Beach 

CSA 7 CSA10 CSA2 CSA5 CSA20 

RECONCILIATION OF OPERATING 

INCOME (LOSS) TO NET CASH PROVIDED 

(USED) BY OPERA TING ACTIVITIES: 

Operating income (loss) $ 89,285 $ 92,738 $ 47,872 $ 19,287 $ (714) 

Adjustments to reconcile operating income (loss) to net 

cash provided {used) by operating activities: 

Depreciation and amortization 62,509 9,225 5,542 34,918 

Changes in assets and liabilities: 

{Increase) decrease in: 

Receivables 

Increase (decrease) in: 

Payables 3,406 (3,000) 1,377 2,554 149 

Total adjustments 65,915 6,225 6,919 37,472 149 

Net cash provided (used) by 

operating activities $ 155,200 $ 98,963 $ 54,791 $ 56,759 $ (565) 
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Summit Graham 

West Hill 

CSA54 CSA57 

COUNTY OF SANTA CRUZ 
COMBINING STATEMENT OF CASH FLOWS (CONTINUED) 

NON MAJOR ENTERPRISE FUNDS 
FOR THE YEAR ENDED JUNE 30, 2016 

Freedom 

Septic Tank County Davenport 

Maintenance Sanitation Sanitation 

CSA 12 District District Total 

$ (125) $ 23,020 $ (15,469) $ 12,081 $ (63,834) $ 204,141 

4,847 

36,410 

(135,938) 

(94,681) 

205,897 165,390 

(156,611) 

(13,144) 45,053 -----
36, 142 210,443 ----

488,328 

(120,201) 

(99,543) 

268,584 

=$==(=1=25:::::) $ 23,020 $ (110,150) $ 48,223 $ 146,609 $ 472,725 

161 



162 



INTERNALS E RVICE FUNDS 

Internal Service Funds are used to account for the ·financing of goods or services provided by one 
department or agency to other departments or agencies of the government and to other government 
units, on a cost reimbursement basis. 

Central Duplicating Fund - The Central Duplicating Fund accounts for the County print shop, copy 
center, and mail room. 

information Services Fund - The information Services Fund accounts for data processing and 
telecommunications services provided to County departments. 

Public Works Fund - The Public Works Fund accounts for such County functions as construction 
and maintenance of the County road system and management of certain special districts and other 
related activities. 

Service Center Fund - The Service Center Fund accounts forthe maintenance of the County fleet of 
vehicles and for related services to other County departments. 

Self-jnsurance Funds - The Self-jnsurance Funds account for the County's self-insured risk 
managemen~ dental and health insurance, liability and property insurance, workers' compensation 
insurance, employee benefit staffing, and State unemployment insurance program. 

163 



COUNTY OF SANTA CRUZ 
COMBINING STATEMENT OF NET POSITION 

INTERNAL SERVICE FUNDS 
JUNE 30, 2016 

Central tnformation 
Duplicating Services 

ASSETS 

Current assets: 
Cash and investments $ 307,799 $ 2,650,569 
Receivables 
Due from other funds 
Deposits with others 
Inventory 
Prepaid items 61,103 

Total current assets 368,902 2,650,569 

Capital assets: 
Land 
Construction in progress 409,152 
Buildings and structures 
Equipment 195,952 10,271,817 
Accumulated depreciation (131,589) (4,380,533) 

Capital assets, net 64,363 6,300,436 

Total assets 433,265 8,951,005 

DEFERRED OUTFLOWS DF RESOURCES 
Deferred pension 44,370 1,862,086 

Total deferred outflows of resources 44,370 1,862,086 

LIABILITIES 

Current liabilities: 
Payables 7,541 325,647 
Due to other funds 
Claims liabilities 
Capital leases 430,359 
Compensated absences, 

due within one year 14,700 617,182 

Total current liabilities 22,241 1,373,188 

Noncurrent liabilities: 
Claims liability 
Capital leases 1,948,219 
Compensated absences, 

due in more than one year 8,574 454,129 
Net pension liability 196,900 7,958,218 

Total noncurrent liabilities 205,474 10,360,566 

Total liabilities 227,715 11,733,754 

DEFERRED INFLOWS OF RESOURCES 
Deferred pension 45,850 1,860,373 

Total deferred inflows of resources 45,850 1,860,373 

NET POSITION 

Net investment in capital assets 64,363 6,300,436 
Unrestricted 139,707 (9,081,472) 

Total net position $ 204,070 $ (2,781,036) 
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Public Service 
Works Center 

$ 761,710 $ 1,426,965 
902,448 99 

1,794,898 

486,187 16,503 

3,945,243 1,443,567 

62,914 34,173 
161,908 

3,016,295 415,704 
8,030,232 10,117,512 

(9,863,141) (7,699,172) 

1,408,208 2,868,217 

5,353,451 4,311,784 

5,871,900 143,726 

5,871,900 143,726 

1,677,454 197,463 

6,254 

2,544,541 52,956 

4,228,249 250,419 

8,661 

733,252 9,855 
25,679,183 641,335 

26,421,096 651,190 

30,649,345 901,609 

5,988,539 149,254 

5,988,539 149,254 

1,408,208 2,868,217 
(26,820,741) 536,430 

$ (25,412,533) $ 3,404,647 



COUNTY OF SANTA CRUZ 
COMBINING STATEMENT OF NET POSITION {CONTINUED) 

INTERNAL SERVICE FUNDS 
JUNE 30, 2016 

Self-Insurance 
Dental and Liability and Workers' Employee State 

Risk Health Property Compensation Benefit Unemployment 
Management Jnsurance Insurance Jnsurance Staffing Insurance Program Total 

$ 703,018 $ 1,143,503 $ 11,969,652 $ 12,813,933 $ 1,318,858 $ 549,758 $ 33,645,765 
86,033 988,580 

1,794,898 
150,000 150,000 

502,690 
61,103 

703,018 1,229,536 11,969,652 12,963,933 1,318,858 549,758 37,143,036 

97,087 
571,060 

3,431,999 
55,237 28,670,750 

(55,237) (22,129,672) 

10,641,224 

703,018 1,229,536 11,969,652 12,963,933 1,318,858 549,758 47,784,260 

235,541 95,019 8,252,642 

235,541 95,019 8,252,642 

29,883 36,624 256,012 206,445 25,372 2,762,441 
734,898 734,898 

406,120 2,697,820 4,708,540 62,008 7,874,488 
436,613 

88,275 45,335 3,362,989 

118,158 442,744 2,953,832 4,914,985 805,605 62,008 15,171,429 

2,865,180 28,264,460 31,129,640 
1,956,880 

68,325 30,274 1,304,409 
1,011,178 389,874 35,876,688 

1,079,503 2,865,180 28,264,460 420,148 70,267,617 

1,197,661 442,744 5,819,012 33,179,445 1,225,753 62,008 85,439,046 

236,269 91,541 8,371,826 

236,269 91,541 8,371,826 

10,641,224 
(495,371) 786,792 6,150,640 (20,215,512) 96,583 487,750 (48,415,194) 

$ (495,371) $ 786,792 $ 6,150,640 $ (20,215,512) $ 96,583 $ 487,750 $ (37,773,970) 
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COUNTY OF SANTA CRUZ 
COMBINING STATEMENT OF REVENUES, EXPENSES, 

AND CHANGES IN NET POSITION 
INTERNAL SERVICE FUNDS 

FOR THE YEAR ENDED JUNE 30, 2016 

Central lnfonnation Public 

Duplicating Seivfces Works 

OPERATING REVENUES: 

Charges for seivfces $ 623,705 $ 11,815,782 $ 35,776,127 

Other revenues 4,212 15.119 91,142 

Total operating revenues 627,917 11,830,901 35,867,269 

OPERA TING EXPENSES: 

Salaries and employee benefits 178,033 6.501.545 26,412,474 

Seivfces and supplies 304,208 4,025,552 5,370,357 

Insurance and compensation claims 7,005 72.373 2,200,122 

Depreciation and amortization 35,145 803,927 224,237 

Total operating expenses 524,391 11.403.397 34,207,190 

Operating income (loss) 103,526 427,504 1,660,079 

NONOPERATING REVENUES (EXPENSES): 

Interest and investment income 

Gain/(loss} on disposal of capital assets (19,533) (217,907) 

Interest expense (146,262) (1,511) 

Total nonoperating revenues (expenses) (19,533) (364,169) (1,511) 

Income (loss) before transfers 83,993 63.335 1,658,568 

Transfers in 

Change in net position 83,993 63.335 1,658,568 

Net position - beginning 120,077 (2,844,371) (27,071,101) 

Net position - ending $ 204,070 $ (2,781,036) $ (25,412,533) 
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Service 

Center 

$ 2,294,251 

9.963 

2,304,214 

501.824 

946,710 

23.494 

824,855 

2.296.883 

7,331 

16,400 

16,400 

23.731 

211,854 

235.585 

3,169,062 

$ 3,404,647 



Risk 

Management 

$ 1,800,000 $ 

1,800,000 

844,595 

832,828 

18,812 

1,696,235 

103,765 

5,215 

5,215 

108,980 

108,980 

(604,351) 

$ (495,371) $ 

COUNTY OF SANTA CRUZ 
COMBINING STATEMENT OF REVENUES, EXPENSES, 

AND CHANGES IN NET POSITION (CONTINUED) 
INTERNAL SERVICE FUNDS 

FOR THE YEAR ENDED JUNE 30, 2016 

Self-Insurance 

Dental and Liability and Workers' Employee State 

Health Property Compensation Benefit Unemployment 

Insurance Insurance Insurance Staffing Insurance Program 

2,310,832 $ 5,000,000 $ 7,018,278 $ 993,141 $ 375,402 

29,878 722 

2,310,832 5,029,878 7,019,000 993,141 375,402 

358,989 

28,667 1,599,528 1,038,648 720,024 1,501 

2,205,501 2,652,907 4,321,615 530,764 

2,234,168 4,252,435 5,360,263 1,079,013 532,265 

76,664 777,443 1,658,737 (85,872) (156,863) 

7,247 66,867 73,746 4,435 3,838 

7,247 66,867 73,746 4,435 3,838 

83,911 844,310 1,732,483 (81,437) (153,025) 

83,911 844,310 1,732,483 (81,437) (153,025) 

702,881 5,306,330 (21,947,995) 178,020 640,775 

786,792 $ 6,150,640 $ (20,215,512) $ 96,583 $ 487,750 
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Total 

$ 68,007,518 

151,036 

68,158,554 

34,797,460 

14,868,023 

12,032,593 

1,888,164 

63,586,240 

4,572,314 

161,348 

(221,040) 

(147,773) 

(207,465) 

4,364,849 

211,854 

4,576,703 

(42,350,673) 

$ (37,773,970) 



COUNTY OF SANTA CRUZ 
COMBINING STATEMENT OF CASH FLOWS 

INTERNAL SERVICE FUNDS 

FOR THE YEAR ENDED JUNE 30, 2016 

Central Information 

Duplicating Services 

CASH FLOWS FROM OPERATING ACTIVITIES: 

Receipts from customers and users $ 627,917 $ 11,830,901 

Receipts from interfund charges for services 

Payments to suppliers for goods and services (295,930) (3,984,830) 

Payments to employees for salaries and benefits (182,055) (6,717,757) 

Payments for judgments and claims (7,005) (72,373) 

Other payments 

Net cash provided (used) by operating activities 142,927 1,055,941 

CASH FLOWS FROM NONCAPITAL 

FINANCING ACTIVITIES: 

Transfers from other funds 

Net cash provided (used) by noncapital 

financing activities 

CASH FLOWS FROM CAPITAL ANO 

RELATED FINANCING ACTIVITIES: 

Acquisition and construction of capital assets (24,505) (799,036) 

Principal paid on capita! debt (408,690) 

Interest paid on capital debt (147,079) 

Proceeds from sale of capital assets 

Net cash provided (used) by capital and 

related financing activities (24,505) (1,354,805) 

CASH FLOWS FROM INVESTING ACTIVITIES: 

Interest on investments 

Net cash provided (used) by Investing activities 

Net Increase (decrease} in cash 

cash and cash equivalents 118,422 (298,864) 

Cash and cash equivalents at beginning of year 189,377 2,949,433 

Cash and cash equivalents at end of year $ 307,799 $ 2,650,569 
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Public Service 

Works Center 

$ 2,023,953 $ 2,304,171 

34,593,604 

(10,069,542) (787,051) 

(25,795,779) (524,573) 

(23,494) 

(55,801) 

696,435 969,053 

211,854 

211,854 

(394,730) (1,451,607) 

(6,142) 

(1,511) 

5,112 

(402,383) (1,446,495) 

294,052 (265,588) 

467,658 1,692,553 

$ 761,710 $ 1,426,965 



Risk 

Management 

$ 1,800,000 

(834,492) 

(877,574) 

(18,812) 

69,122 

5,215 

5,215 

74,337 

628.681 

$ 

COUNTY OF SANTA CRUZ 
COMBINING STATEMENT OF CASH FLOWS (CONTINUED) 

INTERNAL SERVICE FUNDS 

Dental and 

Health 

Insurance 

2,282,403 

(152,675) 

(1,998,193) 

131,535 

7,247 

7,247 

138,782 

1,004,721 

$ 

FOR THE YEAR ENDED JUNE 30, 2016 

Self-Insurance 

Liability and 

Property 

Insurance 

5,000,000 

(3,922,956) 

(289,512) 

29,878 

817,410 

66,867 

66,867 

884,277 

11.085.375 

Workers' 

Compensation 

$ 

Insurance 

7,018,278 

(3,365,820) 

(2,122,360) 

722 

1,530,820 

73,746 

73,746 

1,604,566 

11,209,367 

$ 

Employee 

Benefit 

Staffing 

1,728,039 

(710,517) 

(348,162) 

669,360 

4,435 

4,435 

673,795 

645.063 

State 

Unemployment 

Insurance Program Total 

$ 375,403 

(325,502) 

(236,222) 

(186,321) 

$ 34,991,065 

34,593,604 

(24,449,315) 

(34,445,900) 

(4,767,971) 

(25,201) 

5,896,282 

211,854 

211,854 

(2,669,878) 

(414,832) 

(148,590) 

5,112 

(3,228,188) 

3,838 161,348 

3,838 161,348 --------'--

(182,483) 3,041,296 

732241 30,604,469 
~--~~=~ 

$ 703,018 $ 1,143,503 $11,969,652 $12,813,933 $ 1,318,858 =$====54=9=,7=5=8= $ 33,645,765 
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COUNTY OF SANTA CRUZ 
COMBINING STATEMENT OF CASH FLOWS (CONTINUED) 

INTERNAL SERVICE FUNDS 

FOR THE YEAR ENDED JUNE 30, 2016 

RECONCILIATION OF OPERATING 

INCOME (LOSS) TO NET CASH PROVIDED 

(USED) BY OPERA TING ACTIVITIES: 

Operating income (loss) 

Adjustments to reconcile operating income (loss) to net 

cash provided {used) by operating activities: 

Depreciation and amortization 

Changes in assets and liabilities: 

(Increase) decrease in: 

Receivables 

lnventory 

Prepaid items 

Due from other funds 

Deferred outflows of resources 

Increase {decrease) in: 

Payables 

Due to other funds 

Accrued salaries and benefits 

Compensated absences 

Claims and judgments 

Capital leases 

Deferred inflows of resources 

Net pension liability 

Total adjustments 

Net cash provided (used) by 

operating activities 

$ 

$ 

Central 

Duplicating 

103.526 

35,145 

13.953 

(26,808) 

(5,675) 

1.755 

3,216 

5.422 

12,393 

39.401 

142,927 
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$ 

$ 

!nfonnation 

Services 

427,504 

803,927 

(1,155,434) 

40,721 

61,936 

109,451 

233,680 

534,156 

628,437 

1,055,941 

$ 

$ 

Public 

Works 

1.660.079 

224,237 

62.239 

2,503 

(891,220) 

(3,585,425) 

(287,585) 

930.154 

202,182 

(3,398) 

725.131 

1,657,538 

(963,644) 

696,435 

$ 

$ 

Service 

Center 

7,331 

824,855 

(43) 

(241) 

(86,486) 

159,901 

5,468 

795 

17,491 

39,982 

961,722 

969,053 



COUNTY OF SANTA CRUZ 
COMBINING STATEMENT OF CASH FLOWS (CONTINUED) 

INTERNAL SERVICE FUNDS 

Dental and 

Health 

Insurance 

FOR THE YEAR ENDED JUNE 30, 2016 

Self-Insurance 

Liability and 

Property 

Insurance 

Workers' 

Compensation 

Insurance 

Employee State 

Benefit Unemployment 

Total 

Risk 

Management Staffing Insurance Program ------------------~-- ------

$ 103,765 $ 76,664 $ 777,443 $ 1,658,737 $ (85,872) $ (156,863) $ 4,572,314 ---~--~ 

1,888,164 

(28,429) 33,767 

2,262 

13,953 

(891,220) 

(145,705) (60,575) (5,060,433) 

(1,664) 36,624 39,967 (127,917) 9,506 (136,122) 

734,898 734,898 

5,043 7,931 1,012,287 

10,856 23,217 349,717 

46,676 (29,458) 17,218 

(3,398) 

29,468 12,251 1,023,443 

67,359 28,004 2,339,432 

(34,643) 54,871 39,967 (127,917) 755,232 (29,458) 1,323,968 

$ 69,122 $ 131,535 $ 817,410 $ 1,530,820 $ 669,360 $ (186,321) $ 5,896282 
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FIDUCIARY FUNDS 

Agency Funds - Agency Funds are used to account for the receipt and disbursement of various taxes, 
deposits, deductions, and property collected by the County, in the capacity of an agent for 
distribution to other governmental entities or other organizations. 

Intergovernmental Agency Funds - Intergovernmental Agency Funds are used to account for 
deposits which are under the control of various single county officers. Disbursements are made from 
these funds by the Auditor-Controller based on a properly written authorization from the responsible 
officer. 

Payroll Funds - The Payroll Funds are used to account for various employee payroll deductions, tax 
withholdings, and employer contributions for fringe benefits. 

Property Tax Collections Funds - The Property Tax Collections Funds are used to account for the 
collection and distribution of property taxes and interest on bank deposits of other local governmental 
agencies. 

Private Purpose Trust Fund - The Private Purpose Trust Fund reports resources of all other trust 
arrangements in which principal and income benef~ individuals, private organizations, or other 
governments. This fund is used to report the assets, deferred outflows of resources, liabilities, deferred 
inflows of resources, and activities of the County of Santa Cruz Redevelopment Successor Agency. 
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COUNTY OF SANTA CRUZ 
COMBINING STATEMENT OF ASSETS AND LIABILITIES 

ALL AGENCY FUNDS 
JUNE 30, 2016 

lnter- Property 

governmental Tax 

Agency Payroll Collections 

ASSETS 

Cash and investments $ 28,647,622 $ 6,138,691 $ 21,499,244 

Receivables 12,097 11,036,964 

Total assets $ 28,659,719 $ 6,138,691 $ 32,536,208 

LIABILITIES 

Accounts payable $ $ 6,138,691 $ 161,616 

Due to other governmental units 32,374,592 

Agency funds held for others 28,659,719 

Total liabilities $ 28,659,719 $ 6,138,691 $ 32,536,208 

175 

Total 

$ 56,285,557 

11,049,061 

$ 67,334,618 

$ 6,300,307 

32,374,592 

28,659,719 

$ 67,334,618 



COUNTY OF SANTA CRUZ 
COMBINING STATEMENT OF CHANGES IN ASSETS AND LIABILITIES 

AGENCY FUNDS 

FOR THE YEAR ENDED JUNE 30, 2016 

Balance Balance 

June 30, 2015 Additions Deletions June 30, 2016 

Intergovernmental Agency 

Assets: 

Cash and investments $ 26,098,855 $3,318,115,615 $3,315,566,848 $ 28,647,622 

Receivables 41 12,149 93 12,097 

Total assets $ 26,098,896 $3,318,127,764 $3,315,566,941 $ 28,659,719 

Liabilities: 

Accounts payable $ $2,192,193,852 $2,192,193,852 $ 

Agency funds held for others 26,098,896 200,764,098 198,203,275 28,659,719 

Total liabilities $ 26,098,896 $2,392,957,950 $2,390,397,127 $ 28,659,719 

Payroll 

Assets: 

Cash and investments $ 5,186,468 $ 322,425,349 $ 321,473,126 $ 6,138,691 

Total assets $ 5,186,468 $ 322,425,349 $ 321,473,126 $ 6,138,691 

Liabilities: 

Accounts payable $ 5,186,468 $ 933,235,481 $ 932,283,258 $ 6,138,691 

Total liabilities $ 5,186,468 $ 933,235,481 $ 932,283,258 $ 6,138,691 

Property Tax Collections 

Assets: 

Cash and investments $ 9,305,460 $1,026,341,068 $1,014,147,284 $ 21,499,244 

Receivables 12,696,258 481,536,595 483,195,889 11,036,964 

Total assets $ 22,001,718 $1,507,877,663 $1,497,343,173 $ 32,536,208 

Liabilities: 

Accounts payable $ 104 $ 12,832,561 $ 12,671,049 $ 161,616 

Due to other governmental units 22,001,614 1,508,248,428 1,497,875,450 32,374,592 

Total liabilities $ 22,001,718 $1,521,080,989 $1,510,546,499 $ 32,536,208 

Total Agency Funds 

Assets: 

Cash and investments $ 40,590,783 $4,666,882,032 $4,651,187,258 $ 56,285,557 

Receivables 12,696,299 481,548,744 483,195,982 11,049,061 

Total assets $ 53,287,082 $5,148,430,776 $5,134,383,240 $ 67,334,618 

Liabilities: 

Accounts payable $ 5,186,572 $3,138,261,894 $3,137,148,159 $ 6,300,307 

Due to other governmental units 22,001,614 1,508,248,428 1,497,875,450 32,374,592 

Agency funds held for others 26,098,896 200,764,098 198,203,275 28,659,719 

Total liabilities $ 53,287,082 $4,847,274,420 $4,833,226,884 $ 67,334,618 
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COUNTY OF SANTA CRUZ 
SANTA CRUZ COUNTY REDEVELOPMENT SUCCESSOR AGENCY 

STATEMENT OF NET POSITION 
PRIVATE PURPOSE TRUST FUND 

JUNE 30, 2016 

ASSETS 

Current Assets: 
Cash and investments 

Total current assets: 
Noncurrent Assets: 

Restricted cash with fiscal agents 
Prepaid insurance 
Capital assets, net 

Total assets 

DEFERRED OUTFLOWS OF RESOURCES 
Loss on refunding of debt 

Total deferred outflows of resources 

LIABILITIES 

Current Liabilities: 
Accounts payabie - claims 

Interest payabie 
Long-term debt - due within one year 

Total current liabilities: 
Long-term Liabilities: 

Long-term debt - due in more than one year 
Total long-term liabilities: 

Total liabilities 

DEFERRED INFLOWS OF RESOURCES 
Deferred tax increment revenue 
Gain on refunding of debt 

Total deferred inflows of resources 

NET POSITION 

Net position held in trust 

177 

Santa Cruz County 

Redevelopment 

Successor Agency 

$ 13,725,531 
13,725,531 

9,080,134 
1,042,640 
9,118,080 

$ 32,966,385 

$ 323,993 
$ 323,993 

$ 5,532 
2,848,041 
7,463,848 

10,317,421 

215,812,134 
215,812,134 

$ 226,129,555 

$ 5,385,696 
109,829 

$ 5,495,525 

$ (198,334,702) 



ADDITIONS: 

COUNTY OF SANTA CRUZ 
SANTA CRUZ COUNTY REDEVELOPMENT SUCCESSOR AGENCY 

STATEMENT OF CHANGES IN NET POSITION 

Investment income 

Tax increment received 

Other revenue 

PRIVATE PURPOSE TRUST FUNDS 
FOR THE YEAR ENDED JUNE 30, 2016 

Contributions from other agencies 

Total additions 

DEDUCTIONS: 

Payments in accordance with trust agreements 

Total deductions 

Change in net position held in trust 

Net position held in trust- beginning 

Net position held in trust- ending 
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Santa Cruz County 

Redevelopment 

Successor Agency 

$ 55,592 

20,163,666 

70,248 

21,087 

20,310,593 

11,089,383 

11,089,383 

9,221,210 

(207,555,912) 

$ (198,334,702) 



STATISTICAL SECTION 

(UNAUDITED) 

This part of the County of Santa Cruz's comprehensive annual financial report presents detailed information as a 
context for understanding what the information in the financial statements, note disclosures, and required 
supplementary information says aboutthe County's overall financial health. 

Contents 

Financial Trends 
These schedules contain trend information to help the reader understand how the County's 
financial performance and well-being have changed over time. 

Revenue Capacity 
These schedules contain information to help the reader assess the County's most 
significant local revenue source, the property tax. 

Debt Capacity 

Page 

180-184 

185-188 

These schedules present information to help the reader assess the affordability of the County's 
current level of outstanding debt and the County's ability to issue additional debt 
in the future. 189-192 

Demographic and Economic Information 
These schedules offer demographic and economic indicators to help the reader 
understand the environment within which the County's financial activities take place. 193-197 

Operating Information 
These schedules contain service and infrastructure data to help the reader understand how the 
information in the County's financial report relates to the services the County provides 
and the activities it performs. 198-202 

Source'.:.. Unle".>".> olhervv1'.:.e noted, lhe 1nforn1at1on 1r1 lhe".>e ".>d1eJule'.:. I'.:. derived from lhe cornprehen'.:.1ve dntlLHI flnd11ual reporl'.:. for lhe relevd11t 
yPar. 
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2016 

Gavemrne:n1Bl ac11v11Jes 

Net mvestmenl 111 capital asse1s s 468 999 s 
Restncted 63.JH:H} 

Umeslricted {374141) 

Total g0verrime111al m:11vil1es nel p-0s111O11 158 738 

Business-type ac1w111es 

Net mvestmenl 111 capital asse1s s 28 466 s 
Restncted :mo 

Umeslricted {1%2) 

Total OOS111ess-type achv111es llel pDsihon 26 894 

Total prnmry gavemrne:n1 

Net mvestmenl 111 capital asse1s s 497 465 s 
Restncted 64,270 

Umeslricted {37131()3) 

Total primary gDvemmem nel p-0s111on 185 632 

COUNTY OF SANTA CRUZ 
NET POSITION BY COMPONENT 

LAST TEN FISCAL YEARS 
(Reported in Thousands) 

Flscal Year 

2015 2014 2013 2012 2011 

484 646 s 439 466 s 448657 s 455 726 s 215172 

55,856 75,773. 67,{}14 fmJH:10 117}U 

{399'.332) {7:? 239) {135133) {1313913) {1313%) 

141 170 443 000 450 538 485 793 271 489 

28 585 s 24 033 s 25 023 s 25 442 s 24677 

260 476 44 256 25::3. 

313,'C) 813() /C34 13 52() 58()3 

32 465 32 639 32 701 32 218 30 733 

513 231 s 463 499 s 473 680 s 481 168 s 239 849 

56,116 76,24& 67,058 &7,23.6 1UJIB6 

{395 712) {13411}9) {57499) {13() 393) {55 593) 

173 635 475 639 483 239 518 011 302 222 

180 

2010 2009 2008 2007 

s 212 557 s 242 858 s 327 708 s 332 526 

40,f\65 31,660 55,167 :m,024 

313955 32147 {21 5t9) 13 532 

290 377 306 665 361 346 378 082 

s 26 662 s 26 327 s 27 280 s 23 266 

:m as 187 250 

13 553 7 433 13 797 1213"8 

33 532 33 843 34 264 36 144 

s 239 219 s 269 185 s 354 988 s 355 792 

41,182 31,743. 55,3.54 3&,274 

43 SITT\ 3953() {14 732) 19113() 

323 909 340 508 395 610 414 226 



COUNTY OF SANTA CRUZ 
GOVERNMENT-WIDE CHANGES IN NET POSITION 

LAST TEN FISCAL YEARS 
(Reported in Thousands) 

Fiscal Year 

2016 2015 2014 2013 2012 2011 2010 2009 2008 2007 

Expenses 

GDvemrnemal m:11vihes 

General gDvemrnem 35 068 JJ 544 25 451 17 725 27 417 39 206 JO 407 37 098 48 765 29 116 

Public protect1D11 H;,370 nu·rn U3,[132 ·m.040 n4,m 125,005 122,743 146,283 117,001 113,608 

Public ways md faahhes 28,271 32,000 18,ITTVi 47,167 32,1[)2 36,694 45,826 32,85[) 47,20[) 26,840 

Heal111 arid sar11a11011 114,20[) wa.mm 108,571 111,m 113,242 107,4[)7 105,23[) nuw 112,560 105,03[) 

Public ass;s1a11ce 121),834 116,[)()2 112,840 104,88[) 105,835 wumo 108,121 110,208 ;0;,454 [)8,67[) 

Educa11011 6,005 5,537 4,[115 5,005 5,033 5,1[)4 5,HO 5,153 5,20[) 4,714 

RecreaMn md culture 8,000 7,202 6,870 5,867 6,670 6,386 6,6H 8,4[)[) 8,558 7,3[)[) 

1nleresl mi long-tern debl 2,764 3,307 8,126 3,321 10,262 H,144 15,782 u,orm U,211 10,026 

Total g0verrime111 m:1Ivihes expenses 463 421 440 109 419 666 423 055 425 372 439 176 439 875 464 508 453 967 401421 

Business-type achvI1Ies 

County Disposal Srte CSA9C 12 018 11 785 11464 10 904 10 506 14 792 12 283 14 317 16 088 13 540 

BDukler Creek CSA 7 362 332 310 344 2[)5 2[)[) 2[)8 417 438 2[)[) 

Rolling Woods CSA 10 15 12 14 14 14 12 44 03 78 62 

Sep1IC Tallk MaI111€l7BllC€ CSA 12 1,000 1,058 1,114 lOH [)43 1,050 [)51 1,148 !loo 875 

Frff:d{Jln County SmvtatID11 CSA 808 !)65 607 441 857 825 551 8[)1 609 602 

Davenport County SmvtatID11 D1slrict CSA 518 056 557 458 532 477 701 550 420 410 

Place de Mer CSA2 38 50 23 21 37 70 32 52 30 64 

Sand DollarBeacl1 CSA5 237 275 243 260 265 315 252 254 314 216 

T11<stle Beacl1 CSA20 45 51 50 36 41 43 71 01 73 40 

SummrtWest CSA54 31 

Graham Hill CSA57 11 35 53 35 33 27 27 27 13 20 

Total OOSI11ess-type ac1M1Ies expenses 15 142 15 219 14 445 13 531 13 524 17 911 15 211 17 811 19 069 16 131 

Total primary gDvemmem expenses 478563 455 328 434 111 436 586 438 896 457 087 455 086 482 319 473036 417 552 

Program Revenues 

GDvemmemal ac11\/ihes 

Charges for services 

General g0vemme111 19 053 18 605 19 150 18 071 17 695 18 305 17 083 18 494 16 953 16 467 

Heafh_ sanilal10n & poolIc assIslaoce 34,628 28,088 25,830 23,238 33,02[) 27,635 24,754 27,137 23,675 25,324 

Public protection 22,514 22,flU 2;,426 20,742 20,623 20,%4 20,[IB1 22,364 24,7[)5 23,7[)2 

Public ways & faahhes, 211d recreaMn 8,051 8,2H 8,286 8,86[) fl,412 8,453 8,555 8,633 7,672 7,933 

Operating grantsarid cifllrW10ns 244,010 243,8% 227,863 2W,341 207,264 Wfl,68[) 20[)_[)32 187,85[) 208,047 1%,6[)5 

CapI1al grantsarid cifllrW10ns 8_7[)8 7 ()()6 10,541 10,678 8,010 11,2[)8 8,673 7,885 3,542 7,508 

Total g0vemme111al ac11\/il1es program revenues 337 060 328 725 313 096 JOO 939 296 039 286 334 289 958 272 372 284 684 277 719 

Business-type achvI1Ies 

Charges for services 14 763 13 933 13 350 13 137 13 313 13 058 13 166 13 350 13 237 13 299 

Operating grantsarid cifllrW10ns 490 226 382 208 573 28[) !)64 338 123 127 

CapI1al grantsarid cifllrW10ns 129 118 fl() 345 1,0[)7 15 50 25 

Total OOSI11ess-type achvI1Ies programrevenues 15 382 14 277 13 732 13 405 14 231 14 444 14 145 13 738 13 385 13 434 

Total primary gDvemmem program revenues 352 442 343 002 326 828 314344 310 270 300 778 304 103 286 110 298 069 291153 

Net (expense}lrevent!€ 

GDvemmemal ac11\/il1es (126,361) (111,384) (106_570) (122_116) (129,333) (152_843) (149_917) (192_136) (169,283) (123,702) 

Business-type achvI1Ies 240 (942) (713) (126) 707 (3_467) (1_066) (4_073) (5_685) (2_697) 

Total primary gDvemmem nel expense !126121i !112 326i !107 283i !122 242i !128 626i !156 310i !150 983i !196 209i !174 968i !126 399i 

\Cifllmued) 
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COUNTY OF SANTA CRUZ 
GOVERNMENT-WIDE CHANGES IN NET POSITION 

LAST TEN FISCAL YEARS 
(Reported in Thousands) 

Fiscal Year 

2016 2015 2014 2013 2012 2011 2010 2009 2008 2007 

General Revenueandother 

Changes in Net Position 

GDvemrnemal m:11vil1es 

Properly la~es 100 143 93 563 es m 84 795 97 716 109 837 111224 115 179 111 745 104814 

01her la~es 24,256 2;,831 W,046 H,201 10,044 15,265 ;2,[)78 U,[151 15,622 15,133 

Grants md cD111nlm11ons nol res1ncted 

for spenfic pwposes 117 

Useofmoriey md properly 4,0% 3,473 3,652 1,254 2,741 2,827 3,373 5,805 11,858 H,628 

Mfscellaneous 9 460 4 306 751 (156) s2,orm 6,033 4606 2,546 U,402 3,155 

Gmn {Loss) on sale of asse1s 98 (4) 26 1,005 (6) 101 37 (79} 

Total goverrime111al m:11vil1es 138 053 123 173 111623 103 237 169 605 133 956 132 282 137 518 152 548 137 730 

Business-type achv111es 

Properly la~es 29 27 25 25 25 25 24 25 

Useofmoriey md properly (170) 49 95 (24) 45 12 13 174 756 1 064 

Mfscellaneous 332 6,53[) 531 600 705 631 760 1,008 3,048 l5U 

Gmn {Loss) on sale of asse1s 

Total OOS111ess-type achv111es 191 6 615 651 610 m 666 600 1267 J 804 2 577 

Total primary gDvemrnem 138244 129 788 112 274 103847 170382 134 624 133 082 138 785 156 352 140 307 

Ex1raord1nary llem !16377i 174033 

Changein Netf>ositlon 

GDvemrnemal m:11vihes 11692 11 789 5 053 (35,256) 214 305 (18,isS?) (17_635) (54,618) (16,735) 14028 

Business-type achv111es 431 5 673 (62) 464 1484 (2,799) (266) (2_806) (1,is81) (120) 

Total primary gDvemrnem 12 123 17 462 4 991 !34772i 215 789 !21686i !17 901i !57424i !18 616i 13 908 

\CN!lmued) 
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General Fund1 

Non spendable 

Restricted 

Committed 

Assigned 

Unassigned 

Total General Fund 

Al! other governmental funds 

Non spendable 

Restricted 

Unassigned 

Tota! all other governmental funds 

General Fund 

Reserved 

Unreserved 

Total General Fund 

Al! other governmental funds 

Reserved 

Unreserved, reported in: 

Special revenue funds 

Capital project funds 

Tota! all other governmental funds 

COUNTY OF SANTA CRUZ 
FUND BALANCES OF GOVERNMENTAL FUNDS 

LAST TEN FISCAL YEARS 
(Reported in Thousands) 

Fiscal Year 

2016 2015 2014 2013 

$ 751 $ 1,135 $ 872 $ 3,544 $ 

2 2 

17,251 15,541 21,627 16,166 

33,767 33,600 18,214 20,857 

(33) (71) 

$ 51,736 $ 50,205 $ 40,715 $ 40,569 $ 

$ $ 61,184 $ 60,226 $ 56,077 $ 

124,769 55,820 69,455 67,030 

(17) 

$ 124,769 $ 117,004 $ 129,681 $ 123,090 $ 

Fiscal Year 

$ 

$ 

$ 

2012 

3,739 $ 

13,706 

24,722 

42,168 $ 

49,883 $ 

97,824 

(22) 

147,685 $ 

2009 

2,919 $ 

14,674 

2011 

4,118 $ 

12,847 

22,231 

171 

39,367 $ 

$ 

166,676 

(37) 

166,639 $ 

2008 

2,151 $ 

25,008 

2010 

1,525 

11,748 

15,430 

28,703 

183,044 

183,044 

2007 

3,893 

37,115 

17,593 $ 27,159 $ 41,008 

38,930 $ 44,736 $ 

121,946 

10,273 

123,244 

1,369 

36,209 

131,835 

5,277 

$ 171,149 $ 169,349 $ 173,321 

1 In fiscal year 2010-2011 the County implemented GASB Statement No. 54 under which governmental fund balances are reported as 
nonspendable, restricted, committed, assigned, and unassigned. 
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COUNTY OF SANTA CRUZ 
CHANGES IN FUND BALANCES OF GOVERNMENTAL FUNDS 

LAST TEN FISCAL YEARS 
(Reported in Thousands) 

Fiscal Year 

2016 2015 2014 2013 2012 2011 2010 2009 2008 2007 

Revenues 

Taxes 124 399 115 394 107 224 101997 113 760 125 101 123 718 129 130 127 367 119 947 

!Jcenses arid pem11ts 11,881 11,053 [1,847 [1,8W 10,356 [1,046 [1,247 [1,177 10,085 10,183 

Fines, forfeils am! penalties 3,630 4,720 4,758 4,474 4,737 5,200 5,231 5,088 4,[)11 5,673 

Useofmoriey md properly 4,083 3,4H 3,480 1,264 2,1335 2,718 3,HH 5,451 11,082 UJWI 

AJd from Dlher gDvemrnems 252,814 250,[)()2 238,404 230,0W 215,280 210,[187 2W,OOO ;[)5,758 211,572 204,203 

Charges for services 68,734 62,050 60,087 56,626 65,666 61,115 56,845 62,364 58,100 58,0f); 

O!hfl [1,685 10,168 12,[127 5,320 2,274 5,341 um 4,815 H,6H 3,150 

Total revenues 475,226 457,704 436,727 40fl,5W 414,708 4W,508 42l[)45 411,783 437,734 415,177 

Expenditures 

Current 

General gDvemrnem 3l4H 32,532 W,200 28,311 26,747 2[),084 26,W8 2[),[)[)4 33,400 28,024 

Public protect1D11 146,434 U7,8fl3 U4,2% 1W,562 118,671 117,531 118,848 126,0H 123,435 112,3[)5 

Public ways md faahhes 20,24[) 24,440 18,730 41,232 32,074 37,534 53,0[)5 45,023 37,736 41,335 

Heal111 arid sa1111a11011 117,041 111,50[) 108,%7 108,688 107,810 104,1[)1 102,048 103,920 10[),152 104,326 

Public ass;s1a11ce 130,035 11[),1[)[) 112,%7 101,437 101,204 [)[),120 100,W4 101,562 102,976 97,981 

Educa11011 5,7[)3 5,325 4,[)15 4,78; 4,810 4,[)74 4,[)2; 5,420 5,040 4,m 

RecreaMn md culture 8,007 7,156 6,%1 6,000 7,004 6,928 7,345 7,876 [),18[) 7,78[) 

Cap11al oullay 7 607 9 306 18 875 35,4H 76[) 3,380 10,671 10,Wfl 

Debt semce 

Pnm:ipal 4,744 3,flfl2 3,7[)7 3,815 7,700 7,603 6,%8 6,836 7,344 7,126 

B{Jlld redernpMn 771 

B{Jlld ISSIJe CDsts 1127 181 263 738 

1nlere51 md fiscal charges 2,770 3,23[) 3,151 3,318 10,482 15,677 15,742 12,360 U,343 H,652 

Tolal expendih.ves 474,754 454,5[)1 441,855 428,044 410,5[)2 45[),186 436,218 443,337 452,63[) 42[),376 

Excess \Deficiency) of Revenues Over \Under) 
Expenditures 472 3,113 (5,128} (18,525} (1,884} (39,678} (H,273} (31,554} (H,005} (H,1flfl} 

OtlrerFinancing Sources \Uses) 

Sale Df capital asse1s 98 1139 57 (33) 1255 

Gmn/(loss} on 1and hekl for resale (137) (9) (34) 

Debt 1ssue cost (248) 

Escrnw 1ransfers 111 29 876 49 411 

Escrnw 1ransfers Nil (29,876) 

Proceeds frnm long-teITTJdebl 9 945 11810 7 490 

Contnbuted capital 233 45 701 35 410 9 000 

B{Jlld prerruurn!d1sCDu111 60 812 (23) (914) 225 (63) 

Gmn on coovers;on of receivables 5 024 

Proceeds frnm re!tmd1ng bonds 13770 60 492 7370 10 755 

Paymelll lo bond re!u11d1ng escrow ager7l (13,097) (6,362) (1,399) (8,012) (10,366) 

Trans!ers111 17 489 12 312 36 185 17 620 24 252 145 035 29 843 29 760 31 921 27 593 

Trans!ersm.1l (17,701) (18,706) (37,268) (18,379) (24,282) (145,709) (30,551) (79,777) (32,043) (27,795) 

1ncepl1on of capital lease 70 93 403 36 60 123 110 94 5 990 

Total D111er fh8flC1ng sources {uses) 10,634 (6,301} 5,580 (400} 57,5[)7 33,936 (651} 59,%3 776 15,114 

Extraordinary Item (7,179) (71,866) 

Net chmlge 111 furid balance 11106 !3 rnsi 452 !26 194i !16 153i !5 742i !14 924i 28 409 !14129i 915 

Debt semce as a percentage 

of 11011cap11al expend11ures 161% 16[)% 164% 17[)% 4 5[)% 5 76% 557% 400% 4 85% 556% 
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Current 

Fiscal Property 

Year Taxes 

2007 $ 66,783 $ 

2008 70,879 

2009 72,032 

2010 69,970 

2011 69,606 

2012 69,497 

2013 69,152 

2014 71,929 

2015 77,497 

2016 82,863 

COUNTY OF SANTA CRUZ 
GENERAL FUND TAX REVENUES BY SOURCE 

LAST TEN FISCAL YEARS 
(Reported in Thousands) 

Prior Delinquent 

Property Penalties Sales and Occupancy Business 

Taxes 1 and Costs Use Tax Tax Tax 2 

117 $ 2,741 $ 7,961 $ 3,931 $ 

187 3,595 8,904 4,622 

224 5,291 8,038 3,887 

89 4,671 7,212 3,511 

118 5,156 7,892 4,101 

77 4,249 8,378 4,605 

65 3,522 9,129 4,515 

41 3,656 9,840 5,514 

146 2,017 10,248 6,482 978 

260 2,436 10,071 7,084 2,504 

Property 

Transfer other Total Tax 

Tax Taxes Revenues 

1,481 $ 72 $ 83,086 

1,464 74 89,725 

1,532 74 91,078 

1,630 74 87,157 

1,709 72 88,654 

1,528 72 88,406 

1,936 72 88,391 

1,906 72 92,958 

2,243 76 99,687 

2,267 82 107,567 

1 The County uses the Alternative Tax Apportionment Method, which treats prior taxes as payments against an outstanding taxes receivable 

balance. Amounts shown are either past adjustments or present delinquent payments applicable to the supplemental tax roll. 

2 The County began collecting Cannibus Business Tax during 2014-2015. 
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Fiscal Year Total Secured Tax 
Ended Levy for Fiscal 

June 30 Year 1 

2007 $ 361,430 

2008 387,834 

2009 402,589 

2010 395,628 

2011 394,498 

2012 395,546 

2013 399,146 

2014 418,414 

2015 443,002 

2016 470,552 

COUNTY OF SANTA CRUZ 
PROPERTY TAX LEVIES AND COLLECTIONS 

LAST TEN FISCAL YEARS 
(Reported in Thousands) 

Collections within the Fiscal Year of the 
Levy 2 

Percentage 
Amount of Levy 

$ 352,091 97.4% 

373,296 96.3% 

387,153 96.2% 

383,707 97.0% 

385,099 97.6% 

388,135 98.1% 

393,223 98.5% 

413,276 98.8% 

437,476 98.8% 

465,411 98.9% 

Collections in 
Subsequent 

Years 1 

$ 152 

258 

596 

792 

923 

1,040 

2,025 

2,210 

2,695 

Total Collections to Date 

Total Tax Percentage 
Collections of Levy 

$ 352,243 97.5% 

373,554 96.3% 

387,749 96.3% 

384,499 97.2% 

386,022 97.9% 

389,175 98.4% 

395,248 99.0% 

415,486 99.3% 

440,171 99.4% 

465,411 98.9% 

1 Secured tax levy for the County itself, school districts, cities and special districts under the supervision of their own governing boards. 

2 lncluded are amounts collected by the County on behalf of itself, school districts, cities and special districts under the supervision of their own 
governing boards. 

1 Under the Alternative Method of Tax Apportionment {the Teeter Plan) the County allocates to all taxing jurisdictions under the County, 100% of the 
secured property taxes billed, even if not yet collected. In return, the County retains the subsequent delinquent payments and associated penalties 
and interest. Refer to schedule of General Fund Tax Revenues by Source for property tax collections applicable to the County. 
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COUNTY OF SANTA CRUZ 
ASSESSED VALUE OF TAXABLE PROPERTY AND ACTUAL VALUE OF PROPERTY' 

LAST TEN FISCAL YEARS 
(Reported in Thousands) 

Fiscal Year Total Taxable Total Direct 

Beginning July 1, Secured' Unsecured Assessed Value 3 Tax Rate 4 

2007 $ 32,504,394 $ 843,037 $ 33,347,431 1.00% 

2008 33,586,675 861,576 34,448,251 1.00% 

2009 32,531,717 865,265 33,396,982 1.00% 

2010 32,390,765 801,371 33,192,136 1.00% 

2011 32,332,271 767,714 33,099,985 1.00% 

2012 32,033,769 767,064 32,800,833 1.00% 

2013 33,625,169 764,939 34,390,108 1.00% 

2014 35,996,363 823,369 36,819,732 1.00% 

2015 38,321,843 873,141 39,194,984 1.00% 

2016 40,296,052 876,810 41,172,862 1.00% 

1 Assessed value of taxable property represents all taxable property within the County except as excluded or exempted by the State Constitution 
and the Legislature. 
2 !ncludes unitary properties (e.g., railroads, utilities), which are assessed by the State Board of Equalization. 
1 The County does not track the estimated actual value of all County properties due in part to the manner in which assessed value is calculated 
following the passage of California Proposition 13. Thus, the total taxable assessed value reported represents all property within the County. 
4 The maximum tax rate is 1 % of the full cash value or $1/$100 of the assessed value, excluding the tax rate for debt service. 
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COUNTY OF SANTA CRUZ 
PROPERTY TAX RATES 

DIRECT AND OVERLAPPING GOVERNMENTS 
LAST TEN FISCAL YEARS 
(Reported in Thousands) 

Property Tax Rates 
Per $100 of 

Fiscal Assessed Valuation School Special 
Year Low High County Cities Districts Districts Total 

2007 1.049 1.132 26.5 5.0 56.0 12.5 100 0 
2008 1.056 1.147 26.5 5.0 56.0 12.5 100 0 
2009 1 064 1.161 26.5 5.0 56.0 12.5 100 0 
2010 1.059 1.174 26.5 5.0 56.0 12.5 100 0 
2011 1 065 1.190 26.5 5.0 56.0 12.5 100 0 
2012 1 067 1.195 26.5 5.0 56.0 12.5 100 0 
2013 1 064 1.197 26.5 5.0 56.0 12.5 100 0 
2014 1.058 1.189 26.0 5.0 56.5 12.5 100 0 
2015 1 058 1.189 25.5 5.0 57.0 12.5 100 0 
2016 1.056 1.178 25.5 5.0 57.0 12.5 100 0 
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COUNTY OF SANTA CRUZ 
RATIOS OF OUTSTANDING DEBT BY TYPE 

LAST TEN FISCAL YEARS 
(Reported in Thousands, Except Per Capita Information) 

Fiscal Year 

2016 2015 2014 2013 2012 2011 2010 '"" ,oo, 2007 

Goverrnnental actiwtIes 

Capital leases 6,73[) 4 731 5,077 5 ()75 5,337 5 544 5,673 594, 6,051 [} ()()() 

Refund111g Cert1f1cates of Par11cip811011 W,770 ,'144() 23,025 24 534 25,[)5[) 't:7 334 28,634 ,J&J9 31,086 32921 

Lease Revenue Bonds H,[127 12 325 12,325 1345() 6,670 C&l5 7,000 YnG 7,840 8 375 

Refund111g Cert1f1cates of Par11cip811011 12,305 

Lease Revenue Reftmding Bmds 1,627 1139() l751 1812 ;,800 141)4 1,535 113137 l7[)7 1918 

Revenue Bonds 405 785 1,145 148() ;,800 21()() 

Local Agency Revellue Bmds 135 1C5 W5 '" 250 '75 2[)5 3'8 36() 445 

Certi!1cates o! Par11c1pa11011 U,300 't:7 21313 W,307 31 ,'78 33,024 ,'911() 30,746 32 312 28,822 n 9113 

Refund111g Cert1f1cates of Par11cip811011 6,020 132813 6,583 

City o! Scotts Vafey Wnt of Mandale 725 145() 2,H5 

McGalflgan Mill R08d HOA 33 C3 01 

CA Energy Resources C{Jl1serva1Ion 

and Deve1oprnem CDmrrussfon 58 51G 711 88ll 

CA TrnnspDrtat1D11 >'mance &mk CGG fl()() 

RDA Ta~ Allocatfon Bonds ,'47995 217,472 ,','()933 108,54[) 17,' 144 

lntelll81 Semce >'unds ,c w 1C w " 32[) C53 

Bus1ness-1ype act1v1ties 

Lease Revenue Bonds 6,7[)[) 

Loans Payable 287 449 4!)() 531 570 C[IB 646 41)4 448 ,'8[3() 

Capital leases 178 605 

TD1al Prmrnry government' $82 061 74,3.78 79,499 71,3.75 713,318 320,025 293,:m 301,530 ,'48,993 256,230 

Percemage of personal iocorne',' 058% 050% 056% 054% 062% 264% 227% 235% 206% 231% 

Per capila',' $302 '7C 2[)8 ,cs 2!)() 1"31 1,143 119() mm 1819 

'Excludes Component Unit TD1al pnmmy government, percemage of personal iocorne and per rnp11a dala !or pnor periods were restated here to exclude anmu111s related to th£ CDmponent Unit 

'Peri::en1age o! personal mrnme is rnk:ulated from personal mrnme da1a far the prE:ed1ng calendar )'€Er (e g percen1age of personal income !m fiscal Year 2016 1s based 011 2014 calendar )'€Er personal income 
data) Personal 111cDme dala is prowded by the Bure&! o! Econorruc Ana[ys1s (BEA) 

0 Per rnpl1a da1a is rnk:ulated from per rnpl1a me rune da1a far the prE:ed1ng calendar )'€Er (e g per cap11a !m fiscal Year 2016 1s based 011 2014 calendar )'€Er per cap11a income data) Per rnpl1a me rune da1a is 
prnwded by th£ Bureau of Economic Analysfs 

4 S ame pnor pen ad PflSDllal and per capita mcorne data was revised by117e Bureau DfEcanrnnic Analysis and 1hus some prmr pen ad calcula11ons lw,e been re51a1ed here 
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Fiscal Year 

2007 $ 

2008 

2009 

2010 

2011 

2012 

2013 

2014 

2015 

2016 

COUNTY OF SANTA CRUZ 
COMPUTATION OF LEGAL DEBT MARGIN 

LAST TEN FISCAL YEARS 

Total Net Legal 
Assessed Value 1 Legal Debt Limit 2 Applicable Debt Debt Margin 

32,504,394,093 $ 406,304,926 $ 406,304,926 

33,586,675,030 419,833,438 419,833,438 

32,531,716,741 406,646,459 406,646,459 

32,390,764,838 404,884,560 404,884,560 

32,332,270,918 404,153,386 404,153,386 

32,033,769,082 400,422,114 400,422,114 

33,625,169,225 420,314,615 420,314,615 

35,996,363,446 449,954,543 449,954,543 

38,321,843,499 479,023,044 479,023,044 

40,296,052,356 503,700,654 503,700,654 

1 Total Assessed Value includes exempt property. 

Debt Margin/ 
Debt Limit 

100% 

100% 

100% 

100% 

100% 

100% 

100% 

100% 

100% 

100% 

2 Section 29909 of the California Government Code limits the General Obligation Bond indebtedness to 1.25 percent of the total full 
cash valuation of all real and personal property within the County. The Legat Debt Margin is the Legat Debt Um it reduced by the 
General Bonded Debt. The County does not have any General Bonded Debt. 
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COUNTY OF SANTA CRUZ 
STATEMENT OF DIRECT AND OVERLAPPING DEBT 

JUME 30, 2016 
(Reported in Thousands) 

2015-2016 Total Net Assessed Valuation $ 

Overlapping Tax and Assessment and General Obligation Debt 

SCHOOL DISTRICTS 

Live Oak Elementary 

Santa Cruz City Elementary 

Soquel Union Elementary 

Santa Cruz City High 

Scotts Valley Unified 

San Lorenzo Valley Unified 

Pacific 

Pajaro Valley Unified 

Cabrillo College 

SPECIAL DISTRICTS 

Zayante Fire 

Lompico Water 

Roiling Woods Water 

Roiling Woods Sewer Improvements 

North Polo Drive Sewer Extension 

Felton Community Facilities - District No. 1 

38,931,104 

Total Overlapping Tax and Assessment and General Obligation Debt 

Direct Debt 

Santa Cruz County2 

Total Direct Debt 

Total Combined Overlapping and Direct Debt 

Ratio to 2015-2016 Assessed Valuation 

Total Overlapping Tax and Assessment and General Obligation Debt 

Total Direct Debt 

Total Combined Direct Debt and Overlapping Debt 

Percentage 
Applicable 1 

100% 

100% 

100% 

100% 

100% 

100% 

100% 

100% 

100% 

100% 

100% 

100% 

100% 

100% 

100% 

100% 

1.10% 

0.19% 

1.29% 

1 Percentage of overlapping agency's assessed valuation located within the boundaries of the County. 

$ 

$ 

Net Debt 
Outstanding 

13,068 

16,833 

9,545 

33,799 

28,320 

28,422 

826 

158,614 

128,326 

75 

126 

1,000 

640 

160 

8,735 

428,489 

74,971 

74,971 

503,460 

2 Governmental activities debt excluding tax and revenue anticipation notes, compensated absences and estimated 
claims, business-type activities and debt related to the Santa Cruz County Sanitation District 
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COUNTY OF SANTA CRUZ 

OUTSTANDING DEBT OF THE FINANCING AUTHORITIES1 

JUME 30, 2016 
(Reported in Thousands) 

YEAR OF ISSUANCE PRINCIPAL INTEREST 

Debt 2 

1996 $ 13,785 $ 4,660 
1999 135 15 
2002 1,830 928 
2005 4,105 446 
2006 5,900 3,089 
2008 2,330 340 
2011 5,155 2,937 

2012A 1,642 804 
2014 6,520 2,864 
2014 4,895 2,150 
2015 9,765 5,627 
2015 12,305 1,929 

Total debt outstanding for 

the Public Financing Authority $ 68,367 $ 25,789 

1 The Public Financing Authority is a separate legal entity for whose debt the County is not liable. 

TOTAL 

$ 18,445 
150 

2,758 
4,551 
8,989 
2,670 
8,092 
2,446 
9,384 
7,045 

15,392 
14,234 

$ 94,156 

2 Certificates of Participation, Refunding Certificates of Participation, Lease Revenue Bonds, Lease Revenue Refunding 
Bonds, Revenue Bonds, and Local Agency Revenue Bonds. 
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COUNTY OF SANTA CRUZ 
GENERAL INFORMATION 
LAST TEN FISCAL YEARS 

Santa Cruz County is the second smallest county in the State of California, with an area of 440 square miles. It is also one 
of the original 27 counties formed in 1850, and prior to California's independence ii was one of three Spanish Pueblos in 
California. 

Santa Cruz County is localed in the northern crescent of Monterey Bay, 74 miles south of San Francisco, 375 miles north 
of Los Angeles, 159 miles southwest of Sacramento, and 164 miles northwest of Fresno. 

Budget Budget Per Current Taxes Per 

Fiscal Year Population' Requirements 2 Capita Property Taxes Capita 
(in thousands) (in thousands) (in thousands) 

2007 264 $ 434,371 $ 1,645 $ 66,783 $ 253 

2008 267 441.194 1.652 70.879 265 

2009 269 441,726 1,642 72,032 268 

2010 272 411.120 1.511 69.970 257 

2011 264 422,464 1,600 69,606 264 

2012 266 432.514 1.626 69.497 261 

2013 267 447,006 1,674 69,152 259 

2014 272 458.496 1.686 71.929 264 

2015 272 505,725 1,859 77,497 285 

2016 276 539.798 1.956 82.863 300 

Assessed Per Capita Personal School Unemployment 

Fiscal Year Valuatron lncome3 lncome3 Enrollment4 Rate5 

(in thousands) (in thousands) 

2007 $ 32,507,394 $ 45,547 $ 11,460,367 66,501 5.6% 

2008 33.586.675 47.020 11.910.387 68,647 5.9% 

2009 32,531,717 46,549 11,940,819 69,640 7.4% 

2010 32.390.765 42.616 11.080.626 69,958 11.1% 

2011 32,332,271 42,808 11,267,634 68,543 13.3% 

2012 32.033.769 45.770 12.125.514 69,336 13.1% 

2013 33,625,169 49,195 13,116,916 69,194 11.8% 

2014 35.996.363 49.942 13.456.565 69,342 10.3% 

2015 38,321,843 52,280 14,209,814 70,516 8.7% 

2016 40.296.052 nla nla 70,411 7.5% 

SOURCES 
1 Based on information compiled by the California Department of Finance. 

'Santa Cruz County Final/Adopted Budgets. 
3 U.S. Bureau of Economic Analysis (BEA). Figures are for the preceding calendar year {e.g., Fiscal Year 2016 is 2015 calendar 
year data). All prior period numbers have been revised by the BEA and have been restated here. 

4 Total includes data obtained from the California Department of Education, the University of California at Santa Cruz, and Cabrillo 
College. 

5 Data reflects the annual average rate for the calendar year {e.g., Fiscal Year 2016 is annual average for 2015 calendar year) as 
calculated by the California Employment Development Department. Calendar year 2013 was revised by the EDD and has been 
restated here. 
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Calendar Year 

2006 

2007 

2008 

2009 

2010 

2011 

2012 

2013 

2014 

2015 

COUNTY OF SANTA CRUZ 

PROPERTY VALUE, CONSTRUCTION AND BANK DEPOSITS 
LAST TEN CALENDAR YEARS 

New Dwelling Units 1 Valuation of New Units1 (in thousands) 

Single Multiple Total Non- Total 

Family Family Units Residential Residential Valuation 

432 28 460 $ 139,416 $ 51,658 $ 191,074 

236 342 578 165,997 62,612 228,609 

194 63 257 100,176 66,206 166,382 

107 2 109 54,300 50,809 105,109 

92 23 115 61,446 40,841 102,287 

79 111 190 58,010 40,165 98,175 

80 173 253 68,932 51,671 120,603 

94 32 126 69,559 44,708 114,267 

113 5 118 70,444 79,182 149,626 

101 62 163 72,860 42,430 115,290 

Deposits' 

Amount 

(in thousands) 

$ 4,165,185 

4,238,971 

4,108,322 

4,224,669 

4,172,547 

4,235,090 

4,308,423 

4,441,443 

4,729,351 

5,439,646 

1 Compiled by the California Department of Finance - Economic Research Unit Calendar year 2016 new construction and property valuation data is 

not available. 

2 Complied by the Federal Deposit Insurance Corporation (FDIC} as reported in the Deposit Market Share Report reflecting deposits as of June 30, 

2015, 
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Year Ended 

June 30, 

2007 
2008 
2009 
2010 
2011 
2012 
2013 
2014 
2015 
2016 

COUNTY OF SANTA CRUZ 
SPECIAL ASSESSMENT BILLINGS AND COLLECTIONS 

LAST TEN FISCAL YEARS 

Debt Service Funds Enterprise Funds 

Special Special Special Special 
Assessment Assessment Assessment Assessment 

Billed Collected Billed Collected 

$ 131,731 $ 131,731 $ 157,990 $ 157,028 
132,072 132,072 114,938 114,938 
129,337 128,488 92,315 92,307 
206,325 203,641 90,075 90,139 
201,300 201,300 92,629 92,653 
199,146 223,739 89,947 89,946 
195,230 199,209 92,052 92,171 
197,814 221,247 93,061 93,062 
195,882 185,882 90,298 90,298 
193,708 204,728 91,601 91,598 

Note: The billings and collections shown are for those special assessment bonds for which the County has established 
redemption funds for the purpose of facilitating bond payment in the case of delinquent accounts. 
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Taxpayer 

Pacific Gas & Electric Company 

Santa Cruz Seaside Company 

Watsonville Hospital 

Pacific Bell Telephone Co. 

Bei-Scott Company, LLC 

SC Beach Hotel Partners 

Cypress Point Real Estate Investors 

Paradise Park Masonic Club Inc. 

S Martinelli & Company 

Lockheed Martin 

Totals 

Taxpayer 

Pacific Gas & Electric Company 

Lone Star 

NNN Enterprise Way LLC et al 

Macerich Partnership L P 

Watsonville Hospital Corporation 

AT&T California 

Santa Cruz Seaside Company 

Cypress Point RE Investors LLC 

Seagate Technology 

George Ow, Jr. et al 

Totals 

COUNTY OF SANTA CRUZ 
PRINCIPAL TAXPAYERS 

CURRENT AND TEN YEARS AGO 

Type of Business 

Gas & Electric Utility 

Amusement Park 

Hospital 

Telephone Utility 

Property management 

Hotel operator 

Real Estate 

Housing Development 

Beverage Producer 

Aerospace Company 

Type of Business 

Gas & Electric Utility 

Cement Manufacturer 

Software producer 

Commercial Real Estate 

Hospital 

Telephone Utility 

Amusement park 

Apartment complex 

Electronic Manufacturer 

Real Estate 

Assessed Value 
2015-2016 

$260,292,585 
95,937,503 
60,672,139 
49,711,430 
45,711,076 
45,222,872 
45,097,348 
36,885,594 
36,594,749 
35,566,458 

$ 711,691,754 

Assessed Value 
2006-2007 

$161,199,707 
75,060,423 
63,799,109 
63,263,622 
57,037,519 
52,280,664 
48,153,968 
39,802,437 
39,231,837 
36,599,349 

$ 636,428,635 

Percentage 
of Total Assessed 

Valuation 
2015-2016 1 

0.71 % 
0.26 
0.17 
0.14 
0.13 
0.12 
0.12 
0.10 
0.10 
0.10 

1.95 % 

Percentage 
of Total Assessed 

Valuation 
2006-2007 2 

0.57 % 
0.26 
0.23 
0.22 
0.20 
0.18 
0.17 
0.14 
0.14 
0.13 

2.25 % 

Note: Principal taxpayer data for fiscal year 2015-2016 is derived from the 2015 tax roll, which was billed and collected during 2016. 

Data for fiscal year 2006-2007 is derived from the 2006 tax roll, which was billed and collected during 2007. 
1 Percentage of total assessed valuation for 2015-2016 is calculated from the total net assessed valuation of $38,931,103,898. 
2 Percentage of total assessed valuation for 2006-2007 is calculated from the total net assessed valuation of $31,015,641,586. 
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Employer 

University of California at Santa Cruz 
Pajaro Vailey Unified School District 
County of Santa Cruz 
Dominican Hospital 
Santa Cruz Beach Boardwalk 
CB North 
Dutra Farms 
Cabrillo College 
City of Santa Cruz 
Watsonville Community Hospital 
West Marine 
Piantronics 

Employer' 

University of California at Santa Cruz 
Pajaro Valiey Unified School District 
County of Santa Cruz 
Dominican Hospital 
Santa Cruz Beach Boardwalk 
Cabrillo College 
Santa Cruz City School District 
City of Santa Cruz 
Seagate Technology 
Watsonville Hospital 
West Marine 
City of Watsonville 

COUNTY OF SANTA CRUZ 
PRINCIPAL EMPLOYERS 

CURRENT AND FIVE YEARS AGO 

Product/Service 

Education 
Education 

County Services 
Hospital 

Amusement/Recreation 
Sports/Recreation Clubs 

Grocery/Wholesale 
Education 

City Services 
Hospital 

Retail 
Telephone Apparatus Mfg. 

Product/Service' 

Education 
Education 

County Services 
Hospital 

Amusement/Recreation 
Education 
Education 

City Services 
Disc Drives 

Hospital 
Retail 

City Services 

Number of Percentage of 
Employees Total Employment 
2015-2016 1 2015-2016 2 

1,000-4,999 2.14 % 

1,000-4,999 2.14 
1,000-4,999 2.14 
1,000-4,999 2.14 
1,000-4,999 2.14 
1,000-4,999 2.14 
1,000-4,999 2.14 

500-999 0.54 
500-999 0.54 
500-999 0.54 
500-999 0.54 
500-999 0.54 

Number of Percentage of 
Employees Total Employment 
2011-2012' 2011-2012' 

5,000-9,999 5.11 % 
1,000-4,999 2.05 
1,000-4,999 2.04 
1,000-4,999 2.04 
1,000-4,999 2.04 

500-999 0.51 
500-999 0.51 
500-999 0.51 
500-999 0.51 
500-999 0.51 
500-999 0.51 
500-999 0.51 

1 Number of employees reflects a range provided by California Employment Development Department {EDD) data. 
2 Average of the reported range divided bytotal civilian employment of 139,900 as reported by the EDD for June 2016. 
3 ComprehensiveAnnua! Financial Report Fiscal Year Ended June 30, 2012. 
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COUNTY OF SANTA CRUZ 
OPERATING INDICATORS BY FUNCTION 

LAST TEN FISCAL YEARS 

Fiscal Year 

Function 2016 2015 2014 2013 2012 2011 ---- ---- ----
Public Assistam:e 

Human Services Department 

Adult Protective Services 

Referrals received 936 754 630 603 626 547 

Investigations completed 816 601 444 420 386 352 

Family and Children's Services 

Annua! referrals {families) 2,635 2,727 2,591 2,457 3,200 2,870 

Finalized adoptions 50 45 72 58 51 41 

Licensed foster homes {monthly average) 130 125 113 106 112 105 

Benefit Services 

Average number of Medi-Cat recipients 73,060 2 64,344 1 44,600 37,971 31,624 30,786 

Public Ways and Facilities 

PubEc Works 

Roads 

Miles of road maintained 600 600 600 600 600 600 

Potholes repaired 3,750 3,994 4,130 3,700 4,500 3,552 

Minor culverts maintained 2,262 2,262 2,262 2,262 2,262 1,010 

Bridges and major culverts maintained 160 160 160 160 160 160 

Traffic signs replaced/repaired 1,377 1,238 1,452 1,463 1,516 1,850 

Miles of straet swept 518 381 1,607 1,800 1,555 1,465 

Sanitation 

Miles of pipe maintained 245 244 236 236 230 230 

Maintenance call responses 209 319 100 138 168 182 

Landfrn 

Waste generated {tons) 155,789 172,555 166,594 139,529 138,448 139,365 

Waste disposed {tons) 91,399 83,642 79,292 60,974 61,503 71,470 

Recreation and Cultural Services 

Parks. Open Space and Cultural Services 

Facility bookings 6,716 7,621 7,532 6,877 6,114 5,545 

Recraation registrations 7,295 6,720 6,831 6,218 6,165 6,273 

Swim admissions 178,882 178,289 158,573 130,059 77,022 76,334 

Sources: Various County Departments 

1 Prior period reported an estimate which has been restated here to reflect actual data. 

2 Data is estimated as presented in the 2015-2016 Proposed Budget 

0 Prior periods reported a range which has been averaged here. 
4 Prior period restated here consistent with Capital Assets Statistics by Function. 

2010 2009 2008 2007 

542 585 610 585 

320 416 468 432 

2,624 3,096 3,093 2,979 

32 42 41 43 

100 109 124 123 

28,998 27,487 26,655 25,427 

600 600 600 600 

2,500 2,500 3,500 5,500 

2,000 2,000 2,000 2,200 

160 160 160 159 

1,029 1,400 1,475 2,200 

4,000 4,500 5,000 5,000 

230 222 222 222 

238 216 272 501 

153,873 164,717 183,993 229,877 

71,701 76,203 77,745 99,423 

5,942 5,772 6,114 7,389 

5,518 5,888 4,982 4,898 

90,771 86,834 82,800 78,126 

5 Current period inclLK.1es admissions for Parks, Open Space, and Cultural Services-sponsored programs and private parties. Prior periods included on!y admissions 

for Parks, Open Space, and Cultural Services-sponsored programs. 
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COUNTY OF SANTA CRUZ 
OPERATING INDICATORS BY FUNCTION, CONTINUED 

LAST TEN FISCAL YEARS 

Fiscal Year 

Function 2016 2015 2014 2013 2012 2011 2010 ---- ---- ----
Public Protection 

Agrtcu1tural Commissioner 

High risk quarantine inspections 1,400 2 1,347 1 1,293 1,569 1,450 1,669 1,900 

District Attorney 

Criminal Prosecution 

Felony filings 1,757 2,113 2,703 2,322 2,164 2,169 2,457 

Juvenile filings 817 413 652 709 799 503 594 

Consumer Affairs 

Number of calls received 1,821 2,143 2,040 2,410 2,345 2,410 2,622 

Number of written complaints received 127 129 121 195 272 302 462 

Planning 

Building permits issued 4,532 4,097 3,487 3,446 2,899 2,787 2,463 

Building permit inspection sites visited 10,800 10,084 9,081 8,700 B,601 7,620 7,093 

Code compliance cases resolved 90 105 77 112 249 228 400 

Probation 

Juvenile division referrals nla 1,220 1,074 1,160 1,453 1,613 1,649 

Juvenile division petitions filed nla 569 430 445 637 851 880 

Juvenile court investigations nla 60 62 54 96 110 116 

PubEc Defender 

Tota! cases 10,800 2 10,445 10,910 11,268 10,731 10,311 10,805 

Sheriff/Coroner {Investigation Division J 

Tota! cases reviewed nla 10,471 10,425 10,686 10,989 11,660 12,535 

Tota! arras ts nla 168 216 188 98 269 307 

Detention 

Main jail bookings 11,305 10,964 10,487 9,658 10,699 12,274 12,716 

Weights and Measures 

Establishments visited 1,200 1,039 1,237 1,043 1,027 1,139 1,500 

Special District 

Mosquito AbatementNector Control CSA #53 

Mosquito inspections 4,000 2 4,208 1 2,995 3,342 3,885 4,500 5,515 

Sources: Various County Departments 

1 Prior period reported an estimate which has been restated here to reflect actual data. 
2 Data is estimated as presented in the 2015-2016 Proposed Budget 
0 Data is presented on a calendar year basis, which is not yet available. 
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2009 2008 2007 

2,800 2,640 2,894 

2,155 2,126 2,210 

731 1,046 813 

2,880 2,960 3,008 

288 440 375 

2,611 3,162 3,651 

9,353 10,061 11,862 

574 1,192 871 

2,323 2,378 2,411 

1,166 1,148 1,260 

178 183 218 

12,385 12,455 12,642 

12,929 12,617 12,529 

238 254 347 

13,576 12,941 13,479 

1,742 1,836 2,093 

5,515 4,396 4,462 



COUNTY OF SANTA CRUZ 

BUDGETED POSITIONS 
LAST TEN FISCAL YEARS 

DEPARTMENT/FUNCTION 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 

COUNTY ADMINISTRATIVE OFFICE 18.00 18.00 18.00 18.00 18.00 18.00 18.00 18.00 18.00 22.00 

AGRICULTURAL COMMISSIONER1 21.00 22.00 22.00 19.75 19.70 19.60 19.40 19.40 20.40 16.40 

MOSQUITO ABATEMENTVECTOR CONTROL 8.00 8.00 9.00 9.00 8.00 8.00 8.00 9.00 9.00 10.00 

AGRICULTURAL EXTENSION 2.00 2.00 2.00 1.75 1.00 1.00 1.00 1.00 1.00 1.00 

ASSESSOR 38.00 38.00 37.50 35.50 33.50 33.25 33.25 33.25 33.25 29.00 

AUDITOR-CONTROLLER-TREASURER-TAX 

COLLECTOR' 29.50 29.50 29.50 29.00 29.00 29.00 29.00 29.00 30.00 42.75 

BOARD OF SUPERVISORS 18.00 18.00 18.00 18.00 18.00 18.00 18.00 18.00 18.00 18.00 

RECORDER 13.00 13.00 11.00 11.00 11.00 11.00 11.00 11.00 9.00 9.00 

COUNTY CLERKiELECTIONS 12.00 14.00 14.00 14.00 14.00 14.00 14.00 14.00 14.00 14.00 

COUNTY COUNSEL 19.50 19.50 19.00 18.50 18.50 18.50 18.50 18.50 18.50 18.50 

DISTRICT A TT OR NEY 85.50 91.50 92.50 92.50 90.50 89.50 89.50 89.50 90.50 94.00 

CHILD SUPPORT SERVICES 68.50 69.50 66.50 66.50 65.50 62.00 63.00 64.00 61.00 59.00 

EMERGENCY SERVICES 1.75 2.00 3.75 2.00 2.00 2.00 2.00 2.00 2.00 2.00 

FIRE MARSHALL 1.55 2.30 

GENERAL SERVICES 11.00 11.00 9.00 9.00 9.00 8.80 8.80 8.80 8.80 8.00 

FACILITIES MAINTENANCE 38.00 47.75 47.00 47.00 44.00 44.00 44.00 44.00 44.00 42.00 

CENTRAL STORESiDUPLICATING 2.00 2.00 2.00 2.00 2.00 2.00 2.00 2.00 2.00 2.00 

PURCHASING 4.00 4.00 4.00 4.00 3.00 3.00 3.00 3.00 3.00 3.00 

SERVICE CENTER 6.00 6.00 6.00 6.00 5.00 5.00 5.00 5.00 5.00 5.00 

HEALTH SERVICES 647.75 661.05 526.55 486.50 498.25 522.00 508.05 512.40 526.95 534.30 

HUMAN SERVICES 511.10 527.60 463.00 445.50 434.50 435.50 441.00 489.50 515.00 574.50 

VETERANS SERVICES 5.00 5.00 4.00 4.00 4.00 4.00 3.00 4.00 4.00 4.00 

INFORMATION SERVICES/TELEPHONE 78.25 78.25 76.25 65.00 65.00 64.00 64.50 64.50 64.50 57.00 

INFORMATION SERVICES'COMM. TECH 6.00 6.00 6.00 6.00 6.00 6.00 6.00 6.00 6.00 7.00 

PARKS OPEN SPACE & CULTURAL SERVICES 53.75 57.00 56.00 47.50 42.10 29.80 34.80 33.80 40.80 44.75 

PERSONNEL 23.50 27.50 27.50 25.50 24.50 24.25 24.25 24.50 26.50 25.00 

RISK MANAGEMENT 10.75 10.75 10.75 12.00 11.00 11.00 11.00 11.00 11.00 12.00 

PLANNING 99.25 100.00 100.00 87.25 75.60 63.25 66.00 66.00 65.25 64.00 

PROBATION 90.00 101.00 94.00 81.00 77.00 77.50 93.75 98.25 93.25 91.25 

JUVENILE HALL 31.00 31.00 31.00 30.50 30.50 30.50 30.50 30.50 30.50 30.50 

PUBLIC WORKS 303.50 300.50 290.00 274.00 272.50 272.50 267.50 267.50 267.50 256.00 

RDA 13.00 14.00 14.00 22.00 22.00 1.00 1.00 1.00 0.00 0.00 

SHERIFF-CORONER 172.75 177.25 176.25 173.75 170.75 171.00 171.00 170.00 173.00 173.00 

CORRECTIONS 144.00 148.00 168.00 165.25 155.00 156.50 164.50 145.00 149.00 151.00 

COURT SECURITY 24.00 26.00 26.00 26.00 25.00 24.00 24.00 24.00 24.00 24.00 

TREASURER-TAX COLLECTOR' 16.25 16.25 16.75 14.75 13.50 13.50 13.50 13.50 13.75 0.00 

TOTAL 2,627.15 2,705.20 2,496.80 2,370.00 2,318.90 2,292.95 2,311.80 2,350.90 2,398.45 2,443.95 

1 Weights and Measures was incorporated-into the Agricultural Commissioner 

2 On January 5, 2015, the County began consolidating of the offices of Auditor-Controller and Treasurer-Tax Collector. 
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COVERAGE 

Property 

Crime Bond 

Non-owned aircraft 

Excess Workers' Compensation 

Employer's Uabi!rty 

Medical Malpractice and 

General Uabi!ity 

Fine Arts 

Excess Liability {GUI) 

Optionai Excess 

Catastrophic Liability 

County Fire Auto & 

Liability Insurance 

Po11ution Program 

Cyber Liability 

Warercraft Coverage 

COUNTY OF SANTA CRUZ 
SCHEDULE OF INSURANCE IN EFFECT 

JUNE 30, 2016 

DETAILS OF COVERAGE 

CSAC-Excess Insurance Authority 

Blanket buildings and equipment including EDP, Vehicles. Contractors' 

Equipment, Boiler & Machinery. AH Risk, flood, replacement cost-agreed 

amount including earthquake at scheduled locations 

All Risk & flood limits 
Earthquake Limits 

Deductible 

CSAC-Excess Insurance Authority 

Faithful Petformance Bond (covers failure to faithfully petform duties 
and employee dishonesty) Includes all employees and Treasurer 

Deductible 

We!!s Fargo National Union Fire 

Includes passenger.;' bodily injury terrorism and property damage 
combined each occurrence 

CSAC-Excess Insurance Authority 

Workers' Compensation 

Employer's Liability 

$500.000 Self-Insured Retention Deductible (per occurrence) 
Workers' Compensation and Employer's Liability 

CSAC-Excess Insurance Authority 

Comprehensive hospital professional and general liability for HSA 

staff and operations and Jail Medical Unit 

Deductible 

We!!s Fargo/Travelers 

Deductible 

CSAC-Excess Insurance Authority 

Excess Liability Insurance 

$1,000,000 Self-Insured Retention to $25,000,000 

CSAC - Excess Insurance Authority 

$10,000,000 excess of $25,000,000 

CSAC - Excess Insurance Authority 

Upper layer of coverage in Optionai Excess and GUI 

We!!s Fargo/American Alternative Insurance Corp 

Includes property insurance for County owned fire stations indudtng 

contents. businBss interruption. money & securities, boiler & machinery 

Deductible 

Equipment Deductible 

Auto Liability 

CSAC-Excess Insurance Authority 

PoJJution Program 

Self-Insured Retention Deductible 

CSAC-Excess Insurance Authority 

Claims Made Policy protecting against information security & privacy 

insurance with electronic media liability 

Self-Insurance RetBntion Deductible 

CSAC-Excess Insurance Authority 

Protection and Indemnity 

Collision 

Deductible 
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LIMITS 

600,000,000 

415,000,000 

5,000 

15,000,000 

2,500 

5,000,000 

Statutory Limits 

21,500,000 

10,000 

125,000 

500 

25,000,000 

35,000,000 

50,000,000 

3,000,000 

1,000 

100 
1,000,000 

10,000,000 

250,000 

2,000,000 

50,000 

5,000,000 

5,000,000 

1,000 



Function 
Public protection 

Jail facilities 
Rehabilitation center 
Juvenile center 
Courthouses 
Morgue 
Center for Public Safety 

Public assistance 
Child day care center 
Elder day care center 
Residential care faciltty 
Volunteer center 
Veterans centers 
Behavioral Health Unit 

Recreation and culture 
Parks acreage 
Sites 
Athletic fields 
Swimming pocls 

Public ways and facilities 
Roads 
Pavement (miles) 
Junction structures 
Minor culverts 
Bridges and major culverts 
Sanitation 
Pipe (miles) 
Pump stations/treatment plants 

General government 
Administrative/other facilities' 

COUNTY OF SANTA CRUZ 
CAPITAL ASSETS STA TIS TICS BY FUNCTION 

LAST TEN FISCAL YEARS 

Fiscal Year 
2016 2015 2014 2013 2012 2011 2010 

3 3 3 3 3 3 3 
1 1 1 1 1 1 1 
1 1 1 1 1 1 1 
2 3 3 3 3 3 3 
1 1 1 1 1 1 1 
1 1 1 

2 2 2 2 2 2 2 

228 228 228 226 225 223 223 
60 60 60 59 59 57 57 
17 17 17 17 17 17 17 
4 4 4 4 4 4 4 

600 600 600 600 600 600 600 
3,000 3,000 3,000 3,000 3,000 3,000 3,000 
2,262 2,262 2,262 2,262 2,262 1,010 2,000 

160 160 160 160 160 160 160 

245 244 236 236 230 230 230 
63 64 63 63 62 62 62 

12 12 12 11 11 10 10 

1 Includes buildings and centers urnized by various departments within different functions. 
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2009 2008 2007 

3 3 3 
1 1 1 
1 1 1 
3 3 2 
1 1 1 

2 2 2 

223 223 223 
57 57 55 
17 17 17 
4 2 2 

600 600 600 
3,000 3,000 3,000 
2,000 2,000 2,200 

160 160 159 

222 222 222 
62 62 62 

10 10 10 



203 

GLOSSARY 

(U NAU DITE D) 



ACCOUNTS PAYABLE. A short-term liability account reflecting amounts owed to private persons or 
organizations for goods and seivices received by a government 

ACCOUNTS RECEIVABLE. An asset account reflecting amounts due from private persons or 
organizations for goods and seivices furnished by a government (but not including amounts due from 
other funds or other governments). 

ACCRUAL BASIS. The recording of the financial effects on a government of transactions and other 
events and circumstances that have cash consequences for the government in the periods in which those 
transactions, events, and circumstances occur, rather than only in the periods in which cash is received 
or paid by the government 

ACCUMULATED DEPRECIATION. A contra-asset account used to report the accumulation of periodic 
credits to reflectthe expiration of the estimated seivice life of capital assets. 

ADVANCE FROM OTHER FUNDS A liability account used to record noncurrent portions of a long-term 
debt owed by one fund to another fund within the same reporting See DUE TO OTHER FUNDS 
and INTERFUND RECEIVABLE/PAYABLE. 

ADVANCE TO OTHER FUNDS. An asset account used to record noncurrent portions of a long-term loan 
from one fund to another fund within the same reporting See DUE FROM OTHER FUNDS. 

AGENCY FUND. A fund normally used to account for assets held by a government as an agent for 
individuals, private organizations, or other governments and/or other funds. 

AMORTIZATION. (1) The portion of the cost of a limited-life or inrangible asset charged as an expense 
during a particular period. (2) The reduction of debt by regular payments of principal and interest sufficient 
to retire the debt by maturity. 

APPROPRIATION. A legal authorization granted by a legislative body to make expenditures and to incur 
obligations for specific purposes. An appropriation usually is limited in amount and time it may be 
expended. 

ASS ES SE D VALUATION. A valuation set upon real estate or other property by a government as a basis 
for levying raxes. 

ASSIGNED FUND BALANCE Amounts that are constrained by the County's intent to be used for 
specific purposes. The intent can be established at either the highest level of decision-making authority or 
by a body or an official designated for that purpose. This is also the classification for residual funds in the 
County's special revenue funds. 

AUDITOR'S REPORT. In the context of a financial audit, a statement by the auditor describing the scope 
of the audit and the auditing standards applied in the examination, and setting forth the auditor's opinion 
on the fairness of presentation of the financial information in conformity with GAAP or some other 
comprehensive basis of accounting. 

BALANCE SHEET. The financial statement disclosing the assets, liabilities, and equity of an entity at a 
specified date in conformity with GAAP. 

BASIC FINANCIAL STATEMENTS (BFS). The minimum combination of financial statements and note 
disclosures required for fair presentation in conformity with GAAP Basic financial statements have three 
components: government-wide financial statements, fund financial statements, and notes to the financial 
statements. 

BAS IS OF ACCOUNTING. A term used to refertowhen revenues, expenditures, expenses, and transfers 
and the related assets and liabilities are recognized in the accounts and reported in the financial 
statements. Specifically, it relates to the timing of the measurements made, regardless of the nature of 
the measurement on either the cash or the accrual basis. 
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BUDGET. A plan of financial operation embodying an estimate of proposed expenditures for a given 
period and the proposed means of financing them. Used without any modifier, the term usually indicates a 
financial plan for a single fiscal year. The term "budget'' is used in two senses in practice. Sometimes it 
designates the financial plan presented to the appropriating governing body for adoption, and sometimes, 
the plan finally approved by that body. 

BUDGETARY CONTROL. The control or management of a government or enterprise in accordance with 
an approved budget to keep expenditures within the limitations of available appropriations and available 
revenues. 

CAP ITAL ASSETS Long-lived tangible assets obtained or controlled as a result of past transactions, 
events or circumstances. Capital assets include buildings, equipment, improvements other than buildings, 
land and infrastructure. In the private sector, these assets are referred to most often as property, plant, 
and equipment 

CAPITAL EXPENDITURES. Expenditures resulting in the acquisition of or addition to the government's 
general capital assets. 

CAPITALIZATION POLICY. The criteria used by a government to determine which uuu"l" should be 
reported as capital assets. 

CAP ITAL LEASE An agreement that conveys the right to use property, plant, or equipment, usually for a 
stated period of time.See LEASE-PURCHASE AG RE EMENTS 

CAPITAL PROJECTS FUND. 
acquisition or construction of 
trust funds). 

A fund created to account for financial resources to be used for the 
capital facilities (other than those financed by proprietary funds and 

CASH BAS IS A basis of accounting under which transactions are recognized only when cash is received 
or disbursed. 

CASH WITH FISCAL AGENT. An asset account reflecting deposits with fiscal 
commercial banks, for the payment of bond principal and interest 

such as 

CERTIFICATE OF ACHIEVEMENT FOR EXCELLENCE IN FINANCIAL REPORTING PROGRAM. A 
voluntary program administered by the G FOA to encourage governments to publish Pffiri?11tiv organized 
and easily readable CAFRs and to provide technical assistance and peer recognition to finance 
officers preparing them. 

CHANGE IN THE FAIR VALUE OF INVESTMENTS. The difference between the fair value of 
investments at the beginning of the year and at the end of the year. taking into consideration investment 

sales. and redemptions. 

COMMITTED FUND BALANCE Amounts that can be used for specific purposes determined by 
formal action of the County's highest level of decision-making authority (the Board of Supervisors). and 
that remain binding unless removed in the same manner. The underlying action that imposed the limitation 
needs to occur no later than the close of the reporting period. 

COMPENSATED ABSENCES Absences, such as vacation and for which it is expected 
employees will be paid. The term does not encompass severance or termination pay, 
benefits, deferred compensation, or other long-term fringe benefits, such as group insurance and long­
term disability pay. 

COMPREHENSIVE ANNUAL FINANCIAL REPORT (CAFR). A financial report that encompasses all 
fund and component units of the government The CAFR should contain (a) the basic financial statements 
and required supplementary information, (b) combining statements to support columns in the basic 
financial statements that aggregate information from more than one fund or component unit and (c) 
individual fund statements as needed. The CAFR is the governmental unit's official annual report and also 
should contain introductory information, schedules necessary to demonstrate compliance with finance 
related legal and contractual provisions, and statistical data. 
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CONTI NG ENT LIABILITY. Items that may become liabilities as a result of conditions undetermined at a 
given date, such as guarantees, pending lawsuits, judgments under appeal, unsettled disputed claims, 
unfilled purchase orders and uncompleted contracts. Contingent liabilities should be disclosed within the 
financial statements (including the notes) when there is a reasonable possibility a loss may have been 
incurred.Guarantees, however, should be disclosed even though the possibility of loss may be remote. 

COST-5 HARING MULTIPLE-EMPLOYER PLAN. A single plan with pooling (cost-sharing) arrangements 
for the participating employers. All risks, rewards, and costs, including benefit costs, are shared and are 
not attributed individually to the employers. A single actuarial valuation covers all plan members and the 
same contribution rate(s) applies for each employer. 

CURRENT FINANCIAL RESOURCES MEASUREMENT FOCUS. Measurement focus according to which 
the aim of a set of financial statements is to report the near-term (current) inflows, outflows, and balances 
of expendable (spendable) financial resources. The current financial resources measurement focus is 
unique to accounting and financial reporting for State and local governments and is used solely for 
reporting the financial position and results of operations of governmental funds. 

DEBT. An obligation resulting from the borrowing of money or from the 
Debts of governments include bonds, time warrants, and notes. 

of goods and services. 

DEBT SERVICE FUND. A fund established to account for the accumulation of resources for, and the 
payment of, general long-term debt principal and interest 

DEFERRED CHARGES. nrrnnn•, that are not chargeable to the fiscal period in which they were 
made but that are carried as an asset on the balance sheet. pending amortization or other disposition 
(e.g., bond issuance costs). Deferred rh,irm•s differ from prepaid items in that they usually extend over a 
long period of time (more than five years) and are not regularly recurring costs of operation. 

DEFERRED INFLOWS AND OUTFLOWS OF RESOURCES. The consumption or acquisition of net 
assets in one that are applicable to future periods. 

DEFICIT. (1) The excess of the liabilities of a fund over its assets. (2) The excess of ex1Jer1di1:ur,•s over 
revenues during an accounting period or, in the case of proprietary funds, the excess of expenses over 
revenues during an accounting period. 

DEFINED BENEFIT PENSION PLAN. A pension plan having terms that specify the amount of pension 
benefits to be provided at a future date or after a certain period of time; the amount specified usually is a 
function of one or more factors such as age, years of service, and compensation. 

DEPRECIATION. (1) Expiration in the service life of capital assets, other than wasting assets, attributable 
to wear and tear, deterioration, action of the physical elements, inadequacy, and obsolescence. (2) The 
portion of the cost of a capital asset, other than a wasting asset, charged as an expense during a 
particular period. In accounting for depreciation, the cost of a capital asset less any salvage value, is 
prorated over the estimated service life of such an asset and each period is charged with a portion of 
such cost. Through this process, the entire cost of the asset is ultimately charged off as an expense. 

DUE FROM OTHER FUNDS. An asset account used to indicate amounts owed to a particular fund by 
another fund for goods sold or services rendered. This account includes only short-term obligations on 
open account, not interfund loans. 

DUE TO OTHER FUNDS. A liability account reflecting amounts owed by a particular fund to another fund 
for goods sold or services rendered. These amounts include only short-term obligations on open account 
not interfund loans. 

ECONOMIC RESOURCES MEASUREMENT FOCUS. Measurement focus under which the aim of a set 
of financial statements is to report all inflows, outflows, and balances affecting or reflecting an entity's net 
position. The economic resources measurement focus is used for proprietary and fiduciary funds, as well 
as for government-wide financial reporting. it is also used by business enterprises in the private sector. 
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ENCUMBRANCES. Commitments related to unperformed (executory) contracts for goods or services. 
Used in budgeting, encumbrances are not GAAP expenditures or liabilities, but represent the estimated 
amount of expenditures ultimately to result if unperformed contracts in process are completed. 

ENTERPRISE FUND. Proprierary fund type used to report an activity for which a fee is charged to 
external users for goods and services. 

EXPENDITURE-DRIVEN GRANTS. Government-mandated or volunrary nonexchange transactions in 
which expenditure is the prime factor for determining eligibility. Also referred to as reimbursement grants. 

EXCHANGE-LIKE TRANSACTION. Transaction in which there is an identifiable exchange be1Ween the 
reporting government and another party, but the values exchanged may not be quite equal or the direct 
benefits of the exchange may not be exclusively for the parties to the exchange. 

EXPENDITURES Decreases in net financial resources. Expenditures include current operating expenses 
requiring the present or future use of net position, debt service and capiral outlays, and intergovernmenral 
grants, entitlement, and shared revenues. 

EXPENSES. Outfows or other using up of assets or incurrences of liabilities (or a combination of both) 
from delivering or producing goods, rendering services, or carrying out other activities that constitute the 
entity's ongoing major or central operations. 

EXTERNAL AUDITORS. Independent auditors typically engaged to conduct an audit of a government's 
financial sratements. 

EXTERNAL INVESTMENT POOL An arrangement that commingles (pools) the moneys of more than 
one legally separate entity and invests, on the participants' behalf, in an investment portfolio; one or more 
of the participants is not part of the sponsors reporting entity. An external investment pool can be 
sponsored by an individual government; jointly by more than one government, or by a nongovernmenral 
entity. An investment pool that is sponsored by an individual S rate or local government is an external 
investment pool if it includes participation by a legally separate entity that is not part of the same reporting 
entity as the sponsoring government If a government-sponsored pool includes only the primary 
government and its component units, it is an internal investment pool and not an external investment 
pool. 

FAIR VALUE. The amount at which a financial instrument could be exchanged in a current transaction 
between willing parties, other than in a forced or liquidation sale. 

FIDUCIARY FUNDS. The trust and agency funds used to account for assets held by a government unit in 
a trustee capacity or as an agent for individuals, private organi:zations. other government units, and.or 
other funds. 

FINANCIAL RESOURCES. Resources that are or will become available for spending. Financial 
resources include cash and resources ordinarily expected to be converted to cash (e.g., receivables, 
investments). Financial resources may also include inventories and prepaids they obviate the 
need to expend current available resources). 

FISCAL AG ENT. A fiduciary agency, usually a bank or county treasurer, who performs the function of 
paying debt principal and interest when due. 

FUND. A fiscal and accounting entity with a self-balancing set of accounts in which cash and other 
financial resources, all related liabilities and residual equities, or balances, and changes are 
recorded and segregated to carry on specific activities or atrain certain objectives in accordance with 

regulations, restrictions or limitations. 

FUND BALANCE. The difference between fund assets and fund liabilities of governrnenral and similar 
trust funds. 

FUND FINANCIAL STATEMENTS. Basic financial statements presented on the basis of funds. Term 
used in contrast with government-wide financial statements. 
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FU ND TYPE. Anyone of seven categories into which all funds are classified in governmental accounting. 
The seven fund types are: general, special revenue, debt se1Vice, capital orc,iec:ts. internal 
se1Vice, and trust and agency. 

GENERAL REVENUES. All revenues that are not required to be reported as program revenues. All 
taxes, even those that are levied for a specific purpose, are general revenues and should be reported by 
type of tax - for example, property tax, sales tax, transient occupancy tax All other nontax revenues 
(including interest; grants and contributions) that do not meet the criteria to be reported as program 
revenues should also be reported as general revenues. 

GENERAL FUND. The General Fund is one off111e governmental fund types and typically serves as the 
chief operating fund of the government The General Fund is used to account for all financial resources 
except those required to be accounted for in another fund. 

GENERALLY ACCEPTED ACCOUNTING PRINCIPLES (GAAP). The conventions, rules, and procedures 
that serve as the norm for the fair presentation of financial statements. The various sources of GAAP for 
State and local governments are set forth by Statements of Auditing Standards (SAS) No. 69, The Meaning 
of "Present Fairly in Conformity with Generally Accepted Accounting Principles" in the Independent 
Auditor's Report. 

GOVERNMENTAL ACCOUNTING. The composite activity of analyzing, recording, summarizing, 
reporting, and interpreting the financial transactions of governments. 

GOVERNMENTAL ACCOUNTING STANDARDS BOARD (GASB). The ultimate authoritative accounting 
and financial reporting standard-setting body for State and local governments. The GAS B was 
established inJ une 1984 to the National Council on Governmental Accounting (NCGA). 

GOVERNMENTAL FUNDS. Funds generally used to account for tax-supported activities. There are five 
different of governmental funds: the General Fund, revenue funds, debt service funds, 
capital projects funds, and permanent funds. 

GOVERNMENT-WIDE FINANCIAL STATEMENTS. Financial statements that incorporate all of a 
government's governmental and business-type cti\11t1<'< as well as its nonfiduciary component units. 
There are two basic government-wide financial statements: the statement of net position and the statement 
of activities. Both basic governmental financial statements are presented using the economic resources 
measurement focus and the accrual basis ofaccounting. 

INFRASTRUCTURE. Long-jived capital assets that normally are stationary in nature and normally can be 
preserved for a significantly greater number of years than most capiral assets. Examples of infrastructure 
assets include roads, bridges, tunnels, drainage systems, water and sewer systems, dams, and lighting 
systems. 

INTERFUND RECEIVABLErf'AYABLE. Short-term loans made by one fund to another, or the current 
portion of an advance to or from another fund. 

INTERFUND TRANSFERS. Flow of assets (such as cash or goods) between funds and blended 
component units of the primary government without equivalent flows of assets in return and without a 
requirement for payment 

INTERNAL SER VICE FUND. A fund used to account for the financing of goods or services provided by 
one department or agency to other departments or agencies of a government, or to other governments, 
on a cost-reimbursement basis. 

JOINT VENTURE. A legal entity or other contractual arrangement in which a government participates as 
a separate and specific activity for the benefit of the public or se1Vice recipients and in which the 
government retains an ongoing financial interest 
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LAPSE. As applied 1D appropriations, the automatic termination of an appropriation. Except for 
indeterminate appropriations and continuing appropriations, an appropriation is made for a certain period 
of time. At the end of the period, any unexpended or unencumbered balance thereof lapses, unless 
otherwise provided by law. 

LEASE-PURCHASE AGREEMENTS. Contractual agreements that are termed 
substance are purchase contracts. 

but that in 

LEGAL LEVEL OF BUDGETARY CONTROL. The level at which spending in excess of budgeted 
amounts would be a violation of law. 

LEVEL OF BUDGET ARY CONTROL. The level at which a government's management may not reallocate 
resources without special approval from the legislative body. 

LIABILITIES. Probable future sacrifices of economic benefits, arising from present obligations of a 
particular entity to transfer assets or provide services to other entities in the future as a result of past 
transactions or events. 

LOANS RECEIVABLE. An asset account reflecting amounts loaned to individuals or organi2ations 
external to a government, including notes taken as security for such loans. Loans to other funds and 
governments should be recorded and reported separately. 

MAJ OR FUND. A governmental fund or enterprise fund reported as a separate column in the basic fund 
financial statements. The General Fund is always a major fund. Otherwise, major funds are funds whose 
revenues,,expenditures, assets, or liabilities are at least 10 percent of corresponding totals for all 
governmental or enterprise funds and at least 5 percent of the aggregate amount for all governmental and 
enterprise funds for the same item. Any other governmental or enterprise fund may be reported as a 
major fund if the government's officials believe that fund is particularly important to financial statement 
users. 

MANAGEMENT'S DISCUSS ION AND ANALYSIS. A component of required supplementary information 
used to introduce the basic financial statements and to provide an analytical overview of the entity's 
financial activ~ies. 

MEASUREMENT FOCUS. A way of presenting an entity's financial performance and position by 
considering which resources are measured (financial or economic) and when the effects of transactions 
or events invoiving those resources are recognized (the basis of accounting). The measurement focus of 
government-wide financial statements, proprietary fund financial statements, and fiduciary fund financial 
statements is economic resources. The measurement focus of governmental fund financial statements is 
current financial resources. 

MODIFIED ACCRUAL BAS IS. The accrual basis of accounting adapted to the governmental fund-type 
measurement focus. Under it, revenues and other financial resource increments (e.g., bond issue 
proceeds) are recognized when they become susceptible to accrual, that is when they become both 
"measurable" and "available to finance expenditures of the current period." "Available" means collectible 
in the current period or soon enough thereafter to be used to pay liabilities of the current period. 
Generally, expenditures are recognized when the fund liability is incurred. All governmental funds, 
expendable trust and agency funds are accounted for using the modified accrual basis of 
accounting. 

NET INVESTMENT IN CAPITAL ASSETS. Net investment in capital assets consists of capital assets, net 
of accumulated depreciation, reduced by the outstanding balances of bonds, mortgages, notes, or other 
borrowings that are attributable to the acquisition, construction, or improvement of those assets. 

NET POSITION. The residual of all other elements of the statement of financial position. In other words, 
the difference be1lilleen assets and deferred outfiows of resources and liabilities and deferred inflows of 
resources. 

NONSPENDABLE FUND BALANCE. Amounts that cannot be spent because they are either (1) not 
spendable in form or (2) legally or contractually required to be maintained intact. 
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OTHER FINANCING SOURCES. An increase in current financial resources that is reported separately 
from revenues to avoid distorting revenue trends. The use of the other financing sources category is 
limited to items so classified by GAAP. 

OTHER FINANCING US ES. A decrease in current financial resources that is reported separately from 
expenditures to avoid distorting expenditure trends. The use of other financing uses category is limited to 
items so classified by GAAP. 

OVERLAPPING DEBT. The proportionate share that property within each government must bear of the 
debts of all local governments located wholly or in part within the geographic boundaries of the reporting 
government Except for special assessment debt, the amount of debt of each unit applicable to the 
reporting unit is arrived at by (1) determining what percentage of the total assessed value of the overlapping 
jurisdiction lies within the limits of the reporting and (2) applying this percentage to the total debt of 
the overlapping jurisdiction. Special assessment debt is allocated on the basis of the ratio of assessment 
receivable in each jurisdiction, which will be used wholly or in part to pay off the debt, to total assessments 
receivable, which will be used wholly or in part for this purpose. 

PROGRAM REVENUES. Term used in connection with the government-wide statement of activities. 
Revenues that derive directly from the program itself or from outside the reporting government's 
taxpayers or citizenry, as a whole; they reduce the net cost of the function to be financed from the 
government's general revenues. 

PROPRIETARY FUNDS. Funds that focus on the determination of operating income, changes in net 
position (or cost recovery), financial position, and cash flows. There are two different types of proprietary 
funds: PnltPn:>ris funds and internal service funds. 

PRIVATE PURPOSE TRUST FUND. Trust fund used to resources of other trust arrangements in 
which principal and income benefit individuals, private organizations, or other governments. 

REBATABLE ARBITRAGE. A term used in connection with the reinvestment of the proceeds of tax­
exempt debt A requirement to remit to the Federal government interest revenue in excess of interest 
costs when the proceeds from the sale of tax-exempt securities are reinvested in a raxable money market 
instrument with a materially higher yield. 

REPORTING ENTITY. The oversight unit and all of its component units, if any, that are combined in the 
CAFR,!lFS. 

REQUIRED SUPPLEMENTARY INFORMATION. Consists of statements, schedules, statistical data, or 
other information which, according to the GAS B, is necessary to supplement, although not required to be 
a of the basic financial statements. 

RESERVED FUND BALANCE. The portion ofa governmental fund's net position that is not available for 
appropriation. 

RES TR ICTE DASS ETS Assets whose use is subject to constraints that are either (1) externally imposed 
by creditors (such as through debt covenants), grantors, contributors, or laws or regulations of other 
governments or (2) imposed by law through constitutional provisions or enabling legislation. 

RESTRICTED FUND BALANCE Amounts with constraints placed on their use that are either (1) externally 
imposed by creditors, grantors, contributors, or laws or regulations of other governments; or (2) imposed 
by law through constitutional provisions or enabling legislation. 

RESTRICTED NET POSITION. A component of net position calculated by reducing the carrying value of 
restricted assets by the amount ofany related debt outstanding. 

REVENUE BONDS. Bonds whose principal and interest are payable exclusively from earnings of an 
enterprise fund. in addition to a pledge of revenues, such bonds sometimes contain a mortgage on the 
enterprise fund's property. 
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RISK MANAGEMENT. All the ways and means used to avoid accidental loss or to reduce Its 
consequences if it does occur. 

SELF-INSURANCE. A term often used to describe the retention by an entity of a risk of loss arising out of 
the ownership of property or from some other cause, instead of transferring that risk to an independent 
third party through the purchase of an insurance policy. It is sometimes accompanied by the setting aside 
of assets to fund any related losses. Because no insurance is involved, the term self-insurance is a 
misnomer. 

SINGLE AUDIT. An audit performed in accordance with the Single Audit Act of 1997 and Office of 
Management and Budget's (0MB) Circular A-133, Audits of State, Local Governments, and Non-Profit 
Organizations. The Single Audit Act allows or requires governments (depending on the amount of Federal 
assistance received) to have one audit performed to meet the needs ofall Federal agencies. 

SPECIAL DISTRICT. An independent unit of local government organized to perform a single government 
function or a restricted number of related functions.Special districts usually have the power to incur debt 
and levy taxes; however, certain types of special districts are entirely dependent upon enterprise earnings 
and cannot impose taxes. Examples of special districts are water districts, drainage districts, flood control 
districts, hospital districts, fire protection districts, transit authorities, port authorities, and electric power 
authorities. 

SPECIAL REVENUE FUND. A fund used to account for the proceeds of revenue sources (other 
than expendable trusts or major capital projects) that are legally restricted to expenditure for specified 
purposes. 

TAX AND REVENUE ANTICIPATION NOTES (TRANS). Notes issued in anticipation of the collection of 
taxes and revenues, usually retireable only from tax collections. and frequently only from the proceeds of 
the tax and revenues levy whose collection they anticipate. 

TRUST FUNDS. Funds used to account for assets held by a government in a trustee capacity for 
individuals, private organizations. other governments, and,br other funds. 

UNASSIGNED FUND BALANCE. The residual classification forthe County's General Fund that includes 
amounts not contained in the other classifications. in other funds, the unassigned classification is used 

if expenditures incurred for specific purposes exceed the amounts restricted, committed, or assigned 
purposes. 

UNQUALIFIED OPINION. An opinion rendered without reseivation by the independentauditorthat financial 
statements are fairly presented. 

UNRESERVED FUND BALANCE. That portion of a fund balance available for spending or appropriation 
in the future. 

UNRESTRICTED NET POSITION. That portion of net position that is neither restricted nor invested in 
capital assets (net of related debt). 
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Santa Cruz County 20 !7 Investment Policy 

County of Santa Cruz 
STATEMENT OF INVESTMENT POLICY 

Under the laws of the State of California, it is the responsibility of the ColUlty Treasurer, at the direction 
of the Board of Supervisors, to secure and protect the public funds of the County and the participants of 
the Investment Pool, and to esteblish proper safeguards, controls, and procedures to maintain these 
funds in a lawful, rational and auspicious manner. Said maintenance shall include the prudent and 
secure investment of those funds that are deemed temporarily available for investment, in a mannet 
anticipated to provide additional benefit to the people of the County of Swita Cruz. In addition, the 
County Treasurer acts as the Treasurer, cMh manager, and investor for a sizable number of public 
agencies within the County rather than each entity having to locate and hire a knowledgeable person to 
handle the entity's banking, investments, and other financial duties sq,arately. This pooling of public 
funds eliminates duplication of expenses, smooths out cash flow, permits cost savings through higher 
volume, and attracts more professional service providers. 

This Statement oflnvestment Policy will be provided annually for the review of the Tremnny Oversight 
Commission and the approval of the Board of Supervisors in an open public meeting. 

COUNTY TREASURER 

The County Treasurer referred to in the Statement oflnvestment Policy is the County Auditor­
Controllcr-Treasurer-Tax Collector. 

SCOPE 

This Statement oflnveslment Policy pertains to those temporarily excess funds under the control oftbo 
Treasurer, designated for the daily ongoing operations of the County and pool perticipams; andconccms 
the deposit, maintenonce, and safukeeping of all such funds, and the investments made with these funds. 
This Policy does not apply to pension moneys, deferred compensation funds, trustee, and cemi:n other 
non-opc:rnting funds not participating in the County Investment Pool. 

PURPOSE OF POLICY STATEMENT 

The purpose of this Statement oflnvestment Policy is to provide the Board of Supervisors, the Treasury 
Overnight Commission, those entities invested in the County Investmoot Pool, those involved in 
servicing the investment requirements of the County, and any other interested party, a clear 
underst1111ding of the regulations and internal guidelines that will be observed in maintaining and 
investing those pooled funds deemed temporarily excess. 



Santa Cruz County 20]7 lnvcstrnent Policy 

TREASURY OBJECTIVES 

The primary objective of the Treasurer is to protect the safety ofthc principal of the County Investment 
Pool through the judicious purchase of those legal investments permitted to local agencies, as defined 
in the State of California Government Codes, consistent with current conditions and the other dominant 
objectives pursuant to managing a local agency portfolio, namely: 

Sqfdy: It is the primary responsibility of the T rea~urer to maintain the safe return of all principal 
placed in investments by avoiding decisions that might result in losses through either fraud, 
default, or adverse market conditions. Import is also accorded the protection of accrued interest 
earned on any investmc::nt instnunent. 

Lilluldity: It is imperative that most investments be in items that are immediatclynegotiafile, as 
the portfolio is a cash management fund. It shall al ways be assumed that all investments could 
require immediate liquidation in order to meet unexpected cash calls. 

Aw,ifability: Due to the nature of a public funds portfolio, it is mandlltory that moneys be 
available to meet the monetary requirements inherent to operating a public entity. Thus funds 
need to be invested in such a manner that money will always be available to pay normal cash 
requirements. A sufficient portion of all funds sh.all be invested in securities providing a high 
degree of liquidity and availability, that is, in securities easily sold or converted to cash in a 
timely manner, with little or no loss of interest earnings. 

Yiehl: While it is considered desirable to obtain a yield commensurate to current market 
conditions, yield shall not be the driving force in determining which investments are to be 
selected for purchase. Yield is definitely considered to be of much lesserimportancethHil safety, 
liquidity or availability. 

The Treasurer places investments with the objective of obtaining a yield commensurate to current 
market conditions, not attempting to maximize yield at the expense of safety, liquidity, or availability, 
yet not totally ignoring those factors within the marketplace that may be indicative of either favorable or 
hltZB.fdous conditions. The portfolio will be managed very conservatively, but actively enough to avert 
avoidable losses due to adverse market conditions. 

PRUDENCE 

The Trea!IUrer is subject to the "Prudent Investor Standard" whenever making a decision regarding the 
investment of the County' s funds. This rule slates in principle: 

"When investing, reinvesting, purchasing, acquiring, exchanging, se/Jing. or managing public 
funds, a trustee shall act with care, skill, prudence, and diligence under the circumstances then 
prevailing, including, but not limited lo, the ~neral economic conditions and the anticipated 
needs of the agency, that a prudent investor acting in a like capacity and familiarity with those 
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matters would use in the conduct of fonds ofa like character and with like aims, to safeguard 
the principal and maintain the liquidity need~ of the agency. " 

The Treasurer, and those acting for the Treasurer, are considered to have a fiduciary, tru5tee, 
rolationship with the public for the public funds, and all investment decisions will be made in a manner 
sustaining this responsibility. 

DELEGATION OF AUTHORITY 

In accordance with Government Code section 27000.1 and County of Santa Cruz Ordinance 4434, the 
County Treasurer has been delegated the authority to invest and reinvest the funds of the CoWity and the 
funds of other depo5itors in the Cmmty Pool. 

While the Treasurer hW! final responsibility for all investment decisions, other Treasury personnel may 
aid in the day-to-day operations. Those staff member5, in addition to the Treasurer, currently authorized 
to act on behalf of the County, as of the datoentered on this Policy, are listed below. This list is subject 
to change, and those parti1is involved in transactions with the Treasurer's department should always 
obtain a current Trading Authorization and Agreement form, and be verbally introduced by a known 
Treasury employee, prior to accepting WIConfirmed verbal instructions from any previously unknown 
Treasury staff member. 

Authorized Personnel 

Josephine Burke 
Minerva Torres 
David Zweig 

Accounting Technician 
Senior Accounting Technician 
Treasury-Tax-Collection Manager 

Other persons, both inside and outside County employment, may act in the role of assistant or advisor to 
aid in the timely and proper settlement of investment transactions. While these persons may provide 
information or aid in the expedient delivery of securities, they may not authorize, approve, or initiate 
any trading activities. Only the Treasurer and the persons listed on the current Trading 
Authorization and Agreement may initiate trading activity. 

SECURITIES CUSTODY 

The Treasurer has established a third party custody end safekeeping account to which all negotiable 
instruments shall be delivered upon purchase on a payment versus delivery basis. No negotiable or 
deliverable securities or investments will be left in the custody of any brokerage firm or issuing party, 
including any collateral from Repurchase Agreements. 
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DESIGNATED SERVICE BANK 

Toe Treasurer shall designate a State or Federally chartered benlc operating within the State of 
California to serve as the County's Primary Service Bank. The Treasll.!Y shall use this bank as a 
clearinghouse for all funds. 

AUTHORIZED INVESTMENTS AND LIMITATIONS 

The Government Codes of the State of California, primarily within sections 53600 et. seq., establish the 
legality of certain types of investment vehicles for a California local agency'e portfolio. Thereby, under 
no circumstances is the Treasurer permitted to purchase an investment that is not specifically authorized 
for a local agency under these, or other code sections that may apply, or might later be enacted, 
pertaining to local agency investments. Investment professionals dealing with the County should 
possess a complete understanding of these Code sections. 

An attached Exhibit A briefly describes the types of securities that are legal within the Government 
Code sections noted above and outlines the various limitations included in these sections. Excepting the 
restrictions noted below in this section, all legally permitted investment options described in the 
Government Code are llllthorized at this time. Funds placed in the State's Local Agency Investment 
Fund (LAIF) shall follow the limitations placed on these deposits by the State and may change in 
accordance with these restrictions. 

Though these Government Code sections define the investment types and terms permissible to the 
Treasurer, the Trea111rcr wi11 not: 

• Invest in eny security or investment with a stated or potential final maturity longer than 
five ye11rs, unless it contains a non-retractable "put" exercisable within five ye11rs. In 
other words, such a security cannot be purchased by the Treasurer unless it permits the 
investor the unrestricted choice of selling the security back to the issuer at par, or above, 
at a time prior to five years. 

• Invest in any security or investment wherein, by the terms of the investment, interest 
might not be earned during any period the security or investment exists. 

• Purchase floating rate securities containing an inherent yield structure that could result 
in a return substantially below rates available for similar maturity periods on the dates 
the coupon changes. 

• Enter into a reverse repurchase agreement. 

e Purchase any Collatcralized Mortgage Obligations. 

• Lend securities. 

• Invest in futures or options. 
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Nothing in the preceding prohibitions is intended to preclude the purchase of authorized investments 
that are callable. 

In addition to the limitations provided in State law and this Statement of Investment Policy, various 
temporary and more restrictive constraints may at times be beneficial due to transient conditions within 
the marketplace. These flexible constraints are not part of this Policy but are presented in a document 
prepared by the Treasurer entitled "Temporary Constraints and Restrictions on Investments", and will 
change on an"~ needed" basis. The attached Exhibit B is the "Temporary Constraints end Restrictions 
on lnvestmentll" that were in effect when the Bawd or Supervisors approved this policy. When these 
constraints and restrictions change, a copy will be immediately sent to members of the Treasury 
Oversight Commission and the Board of Supervisors. These constraints or restrictions may only be 
more restrictive than those of the Policy, but may not be less restrictive. Investment professionals 
should be aware of these temporary conditions in order to save time and best serve the County. 

AUTHORIZED DEALER LIST 

His prohibited for a transaction to be entered into with any securities broker, dealer or bank investment 
department or subsidiary prior to that entity being designated an Authorized Dealer, and placed on the 
Authorir,ed Dealer List. For a firm to become anthorized it must first demonstrate that it will add value 
to the Treasurer's efforts to best menage the cash portfolio, as well as fulfill certain other minimum 
requirements. Preference will be given to primary dealers or others who possess a strong capital 
capacity and willingness to make a market in the various fixed income securities that the County holds. 
To qualify for Authorized Dealer status, a brokerage firm or bank must be one of the following: 

l) Be a dealer operation properly licensed to deal with local agencies in California and have a 
minimum of $50 million in capital or; 

2) Be a Primary Dealer of the Federal Reserve Bank ofNew York or; 

3) Be a department or subsidiary of an insured bank with minimum assets of$500 million that the 
County has a comprehensive banking relationship with or; 

4) Be a broker operation properly licensed to deal with local agencies in California that has capital 
of not less then $5 million, that is not directly involved in the actual custody, and transfer of 
money or securities purchased or sold by the County, but that represents established accounts 
opened in the County name at those firms meeting the requirements of this section, wherein all 
dealings would be the responsibility of the dealer operation, and wherein all deliveries, 
payments, written confirmation, etc. will originate with the: qualified dealer operation and are 
sent direct! y to the Coonty. 
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If meeting the above requirements, a salesperson mey apply to become an Authorized Dealer by sllllding 
to the T reasurcr their most recent annual and interim audited financial statements and a letter furnishing: 

1) Their reasons for believing they would add value to the present coverage; and, 

2) A general roster of those markets they participate in, and specifics on those types of securities 
they as a firm, regularly issue or regularly hold dealer trading positions in; and, 

3) A list of five references, at least three being California local agency treasurers, including 
telephone numbers end Otllail addresses th!II. the Treasurer or his representative may contact. 

The Tree.surer will initiate an investigation of the applying salesperson and the firm through various 
sources, including the Financial Industry Regulatory Authority (FINRA), to determine market 
participation, knowledge, reputation, and financial stability. All salespeople and their supervisors will 
be expected to have a working knowledge of the appropriate sections of the State of California 
Government Code, sufficient experience in covering public entities, a willingness to well serve their 
customers, a complete and total understanding of this Investment Policy, and demonstrate an ongoing 
ability to won with the Treasurer and staff. The Treasurer will review all new requests annually, and if 
the decision is made that additional dealers would be beneficial to best service the portfolio's needs, 
those de11lers selected will be informed of their addition to the Authorized Dealer List All dealers are 
subject to removal from the Authorized Dealer List at anytime, solely at the discretion of the Trewiurer. 

The Treasurer, or Treasury staff: are prohibited from dealing with a salesperson, broker, or account 
executive from any broker, dealer or bank investment department or subsidiary until the 
Acknowledgment form found on the last page of the Trading Authorization and Agreement is signed by 
all parties and received by the Tre11Burer. The Trading and Authorization Agreement is sent to all 
approved dealers and is an integral part of this Policy Statement for Broker/Dealers, etc. doing 
investment business with the County Treasurer or Treasury staff. 

Similar restrictions and forms will be required of those firms doing business with the County through 
retained financial advisors or managers. Certain selected firms may be chosen or appointed by the 
Treasurer to render specific services the Treasurer determines they are uniquely qualified to provide, 
wherein some ofthe requiremc:nts of this section may be waived. 

Neither the Treasurer, nor any member of the Treasurer's staff, may accept any gift, honoraria, gratuity 
or service of value in violation of the regulations set forth by the Fair Political Praotices Commission, 
the Government Codes, additional limitations set forth by County ordinance, or internal requirements of 
the Tre11surer. The Treasurer and all members of the Treasury staff are prohibited from conduoting any 
business with any broker, dealer, or securities firm that has made a political contribution within any 
consecutive 48 month period beginning January 1, 1996, in an amount exceeding the limitation 
contained in Rule G37 of the Mwiicipal Securities Rulemaking Board, to the County Treasurer or any 
member of the Board of Supervisors, or any candidate for these offices. 
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THE COUNTY TREASURY OVERSIGHT COMMISSION 

In accordance with Government Code section 27130 et seq. and County Ordinance 4433, there shall be 
a Treasury Oversight Commission of five members appointed from the following: 

a) An appointed representative of the Board of SuperviSOTs. 
b) The County Superintendent of Schools, or designee. 
c) A representative selected by a majority of the presiding officers of the governing bodies of the 
school districts and community college districts of the County. 
d) A representative selected by a majority of the presiding officers of the legislative bodies of 
the special districts within the County that arc required or authorized to deposit money in the 
County Investment Pool. 
e) A public member who shall have expertise in, or an academic background in, public finance. 

Restriction of Members - All members of the Treasury Oversight Commission are restricted as 
follows: 

• A member me.y not be employed by an entity that has (a) contributed to the camp11ign of a 
candidate for the office oflocal treasurer; or (b) contributed to the campaign of a candidate to be 
a member of a legislative body of any local agency that has deposited fonds in the county 
treasury, in the previous three years or during the period that the employee is a member of the 
commission. 

e A member may not directly or indirectly raise money for a candidate for local treasurer or a 
member of the governing board of any local agency that has deposited funds in the county 
treasury while a member of the commission. 

• A member may not secure employment with, or be employed by, bond underwriters, bond 
counsel, security brokerages or dealers, or financial services firms, with whom the treasurer is 
doing business during the period that the person is a member of the commission or for one year 
after leaving the commission. 

• Members may not receive honoraria, gifts, gratuities or service of value from advisors, brokers, 
dealers, bankers, or other persons with whom the county treasury conducts business. 

The Treasurer will annually provide a copy of the Investment Policy for review end monitoring by the 
Treaslll)' Oversight Commission. The Treasurer will provide a report quarterly to the Board of 
Supervisors and the Treasury Oversight Commission, identifying all investments held in the County 
Investment Pool, or elsewhere by the Treasurer. The Treasury Oversight Commission shall, via this 
report and other appropriate means, monitor the activities of the Treasurer, end cause to be performed 
an annual audit to determine the Treasurer's compliance v,ith this Investment Policy, and other 
appropriate regulations. 

Commission meetings shall be open to the public and in compliance with the appropriate sections of the 
Ralph M. Brown Act. By Code, all costs related to the duties of the Treasury Oversight Commission 
will be considered normal charges against earnings of the Investment Pool. 

The Treasury Oversight Commission shall have no authority to direct the process or daily operation of 
any portion of the Treasury department, nor shall the Commission play any role in determining which 

7 



Santa Cmz County 2017 Investment Policy 

banks, firms, or individuals the I reasurer does business with, nor shall the Commission be involved in 
determining which investments the Treasurer purchases, but shall act only to review the actions of the 
Treasurer to determine that they arc in accordance with the Investment Policy and all other legal 
requirements or regulations. 

TERMS FOR FUNDS INVESTED WITH THE COUNTY 
INVESTMENT POOL 

The Government Code requires the County Treasurer to define the limits and conditions under which 
local agencies having their money in the Investment Pool may deposit and withdraw their funds. The 
Government Codes confer upon the Treasurer the final anthority as to how fimds for which the 
Treasurer is held responsible for overseeing, are to be invested. The Treasurer must take into account 
the current financial condition of the sum total of thc Pools' agencies, the conditions of the merke1place, 
as well as the cash flow projections and the potential for changes in 1he Pool's cash needs. The 
Treasurer must protect the earnings of each individual local agency in the Pool, and also see that no 
decision will reward a particular agency or group of agencies within the Pool at the expense of another 
or others within the Pool. If the Trell!lurer determines that a request for a withdrawol of funds for a 
specific or outside investment is not, in the Treasurer's opinion, in the best interest of a particular 
agency, or is overly detrimental to the Pool as a whole, the TreaBurer must legally deny the request, or 
find a means of neutralizing the harm to all those affected. 

Any funds deposited in accounts that are con5olidatc,d into the County Investment Pool that are not 
immediately required to meet cash flows of the Pool will be invested by the Treasura: or the Treasurer's 
staff. All Pool entitie5 agree that by placing funds in ,uch accounts that they agree to proportionately 
participate in all investments within the Investment Pool. 

FUNDS OF AGENCIES REQUIRED TO INVEST WITHIN THE POOL 

Funds will be accepted at all times, in the manner prescribed, from those local agencies where the 
County TreBBurer is also the Treasurer for the local agency, or from any agencies that by statute must 
plaoe their money in the County Investment Pool. Funds will earn interest based on the average daily 
balance distributed on a monthly basis. 

Should a legislative body of a local agency determine that certain funds will not be required by the 
local agency for a period of at least one year, the local agency may petition the County Treasurer to 
invest that portion of the local agency's excess funds in a 5pecific investment under the control of 
the County Treasurer. Such a petition should state the nature of the funds the legislative body 
wishes to invest specifically, and the reasons why the legislative body believes a specific investment 
is a preferable and viable alternative to the general Pool participation. Should the Treasurer 
dct=ine that the request for a specific investment is valid and not overly counter-productive to the 
Pool as a whole, the Treasurer will consult with the local agency's legislative body, or its appointed 
representative, to suggest and determine exactly whl!1 investment(s) should be purchBSed to fulfill 
the needs of the local agency. The Treasurer will then purchase the specific investment(s) upon 
receipt ofa written resolution, issued by the legislative body of the local agency, requesting the 
specific investment. 'lbe resolution must acknowledge that the local agency's legisl1!1ive body takes 
full :responsibility for the decision to purchase the specific investnumt(s), and that should conditions 
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change requiring a sale prior to maturity of the specific investment(s), any loss that might be 
suffered as a result, will be solely that of the local agency, and that this loss shall not be shared by 
the Pool as a whole, nor by the County. 

Under language added to the Goverrnmmt Code in 1995, it is not permissible for local agency legislative 
bodies, required to have their funds within the Pool, to withdraw funds from the Pool in order to invest 
outside the County Pool in any manner, at any time without specific permission of the Treasurer. Any 
such investments shall be either terminated and all funds returned to the Pool, or the securities so 
purchased must be transferred to the custody of the County Treasurer immediately. Upon receipt of any 
such securities by the Treasurer, the TreBSurer shall at the Treasurer's option, place the investment in the 
Pool, terminate the investment at the current market value and credit the local agency with the proceeds, 
or place the security in the name of the local agency as a specific investment. 

MONEY VOLUNTARILY INVESTED WlTH THE COUNTY INVESTMENT POOL 

By Code, the County Treasurer shall limit the amounts and set conditions under which money from 
local agencies, not required to have their funds in the Investment Pool, may deposit and withdraw 
voluntarily invested funds. Local agencies from outside the County will not be permitted to deposit 
funds in the County Pool. Funds from local agencies within the County, voluntarily wishing to 
participate in the Pool, will not be accepted under normal conditions unless the Treasurer is assured that 
these funds are in lieu oflonger-term investments. Such deposits are subject to withdrawal restrictions 
for a set minimal term as to be agreed to, prior to the funds being accepted into the Pool, and may not be 
withdrawn at any time without a minimum of thirty days notice of"intent to withdraw." 

Under normal conditions, voluntary money withdrawn from the Pool will be disbursed on a dollar for 
dollar basis, plus appropriate interest, but under adverse market conditions, when the Treasurer deems 
the withdrawal of voluntary funds would cause undue losses or significantly lower eamings for those 
local agencies remaining within the Pool, the Treasurer may require one or more of three remedies: 

1) restrict the pc:rcc::ntage of funds that may be withdrawn in any given month 2) restrict the rate at which 
the funds may be withdrawn, or 3) require the local agency withdrawing their funds to accept their funds 
based on the current market value of the overall Pool. 

These terms will be agreed to and contracts signed prior to any voluntary money being 11ecepted into the 
County Investment Pool. Such terms may exceed minimum requirements set forth in the Government 
Codes. 

Specific investments are not normally permitted with voluntary funds, though on a cost recovery basis 
and under circ\lillS\llnCCs that dictate such activity, exceptions may be permitted. 
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POOLING FUNDS AND DISTRIBUTING EARNINGS 

Funds available from all sources may be pooled in order to achieve greater investment potential. The 
ew:nings from the pooled investments shall be deposited in a dedicated fund. Esch month, llccrued 
interest will be distributed to cllch participllllt in the Pool proportional to their llverage daily balance in 
the pool during the month. 

Funds placed in specific investments emn the yield of the investment, not the return earned by the Pool. 
Earnings on specific investments will be distributed within thirty dllys of receipt. The Treasury will 
charge the cost of administration agllinst the earnings of the specific investment. 

CALCULATING AND APPORTIONING COSTS 

The County Treasurer, following the criteria outlined by the Federal Office ofManagement and Budget 
Circular A-87, will determine the "administrative cost" ofinvesting or handling of funds as well as the 
cost of equipment which expedites processing. Thi8 cost shall be deducted prior to interest 
apportionment and shall be shared proportionately by all pooled and specific investments. 

REPORTING 

The Treasurer will report to the Board of Supervisors lllld the Treasury Oversight Commission on a 
quarterly bll8is the holdings, status, and earnings of the portfolio. The Statement oflnvestment Policy 
will be reviewed by the Treasury Oversight Commission and adopted by the County Board of 
Supervisors 11I1nually. Should circumstances require revision within this Policy during the year, the 
chBllges will be presented to the Treasury Oversight Commission, and approval obtained from the Board 
of Supervisors prior to these alterations being adopted. 

The Treasurer reports monthly to the County Board of Supervisors all investment transactions 
completed in the prior month. 

The Auditor reports quarterly to the County Board of Supervisors the results of their regular cash audit 
of the Treasury. 
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EXHIBIT A 

ALLOWABLE INVESTMENT INSTRUMENTS PER STATE GOVERNMENT CODE 

(AS OF JANUARY 1, 2013) a 

MAXIMUM 
MAXIMUM MINIMUM 

INVESTMENT TYPE 
MATURITY 

SPECIFIED% QUALITY 
OF PORTFOLIO REOUIREMENTS 

LOCAL AGENCY BONDS 5 YEARS NONE NONE 

U.S. TREASURY 5 YEARS NONE NONE 
OBLIGATIONS 
ST ATE OBLIGA TTONS 5YEARS NONE NONE 
-CA AND OTHERS 
CA LOCAL AGENCY 5YEARS NONE NONE 
OBLIGATIONS 
US AGENCY OBLIGATIONS SYEARS NONE NONE 

BANKERS' ACCEPTANCES 180 DAYS 40¾ NONE 

COMMERICAL PAPER b 270 DAYS 40% "A-1" lfthe issuer 
has issued long-term 
debt it must be rated 

"A " without regard to 
modi;liers 

NEGOTIABLE 5YEARS 30%d NONE 

CERTFICATES OF DEPOSIT 
CD PLACEMENT SERVICES 5 YEARS 30%d NONE 

REPURCHASE I YEAR NONE NONE 
AGREEMENTS 
REVERSE REPURCHASE 92 DAYS 20%OFTHE NONE 

AGREEMENTS AND BASE VALUE OF 
SECURITIES LENDING THE PORTFOLIO 
AGREEMENTS 

MEDIUM-TERM NOTES c, e 5YEARS 30% -'A1
' Roting 

MUTUAL FUNDS AND NIA 20%f MULTIPLEg 
MONEY MARKET MUTUAL 
H:NDS 
COi LA TERALIZED BANK SYEARS NONE NONE 

DEPOSITS 
MORTGAGE PASS- 5 YEARS 20% "AA" RATING 
TIIROlJGH SECURITIES 
BANK/l'IME DEPOSITS 5YEARS NONE NONE 

JOINT POWERS NIA NONE MULTIPLE h 
AUTHORITY POOL 
LOCAL AGENCY NIA NONE NONE 

TNVESTMENT FUND (LAIF) 
SUPRANA TI ON AI ,S 5YEARS 30¾ ''AA" RA TINO i 

11 



a. Sources: Sections 16429.1, 53601, 
53601.8, 53635, 53635.2, and 53638. 
b. No more than 10 percent of the agency's 
money mcry be invested in any one issuer's 
commercial paper. 
c. Issuing corporation must be organized and 
operating within the US. and have assets 
in excess of $500 mtllton. 
d. No more than 30 percent of the agency's 
total fonds may be invested in CDs authorized 
under Sections 53601.8, 53635.8, 
and 5360l(i). 
e. "Medium-term notes" are defined in Section 
53601 as "all corporate and depository 
institution debt securities with a maximum 
remaining maturity offrve years or 
less, issued by corporations organized and 
operating within the U.S. or by depository 
institutions licensed by the US. or any state 
and operating within the US. " 
f. No more than 10 percent invested in any 
one money market mutualfand. 
g. A money market mutual fand must receive 
the highest ranking by not less than two 
nationally recognized statistical rating organizations 
or retain an investment advisor 
registered with the SEC or exempt from 
registration and who has not less than five 
years experience investing in money market 
instruments with assets under management 
in excess of $500 million. 
h. A joint pawers authority pool must retain 
an investment advisor who is registered 
with the SEC (or exempt from registration), 
has assets under management in 
excess o/$500 million, and has at least five 
years experience investing in instruments 
authorized by Section 5 3 601, subdivisions 
[a) to (o). 
i. Includes International Bank.for Reconstruction 
and Development, International Finance Corporation, 
or Inter-American Development Bank eligible for 
purchase or sale within the United States 



EXHIBIT B 

Temporary Constraints and Restrictions on Investments 

A. Bondi i11ued by the County or Co,mty Agencies. The Treasurer may purchase debt issued by the 
County or its agencies, but any such debt purchased will normally be obtained only directly from the 
issuing agency and not in the secondary market. Such issues, along with issues from 'C' and 'D' below, 
shall not exceed 10% of the total portfolio. 

B. US Treasury obligations. The Treasurer currently invests in US Treasury obligations. US 
Treasuries provide the greatest liquidity in the market and should be a preferred investment for their 
very strong liquidity and high credit quality. There is no limit on the percentage of the portfolio in US 
Troisuries. 

C. State of California Oblig11dona. 'The Treasurer may invest in state obligations, including notes, 
bonds, or other instruments of the State of California. Interest bearing state issued warrants as an 
investment alternative are permissible investments. Such issues, along with issues from 'A' and 'D' 
below, shall not exceed 10% of the total portfolio. 

D. Obligations of another C11lifomia local agency. The Treasurer does not currently purchB.'le these 
securities due to tax considerations, but may purchase taxable issues. Toe total of such issues, along 
with issues from 'A' and 'C' above, shall not exceed 10% of the overall portfolio. LAIF investments 
(see 'R' below) shall not be included when calculating this percentage, n9r shall investments in joint 
powers authority pools (see 'Q' below) that resemble money market mutual funds such as CAMP and 
CAL TRUST. Maximum investments in LAlF shall be governed by the maximum permitted by the 
State. Neither of these limits shall include specific investments or individual local agency's investments 
of bond proceeds not made through the pool. 

E. Obliga1ioas of the -various Federal Agencies. The Treasurer currently does not invest in any long 
term pooled securities issued by GNMA, FHLMC, SBA, or any federal agency with a maturity based 
on average life calculations. Due to the frequent concerns for the safety and liquidity levels of many 
agency obligations, the Treasurer monitors and may restrict the purchase of any particular agency's 
securities at any time. No single Government Sponsored Enterprise (GSE) will account for more than 
25% of the portfolio at this time. The total of all GSEs may compose l 00% of the portfolio. The GSEs 
referred to above include FHLMC, FNMA, FHLB 6Ild FFCB. 

F. Bankers Acceptance. The Treasurer currently purchases bankers acceptances from those billlks 
rated "AA" or higher by both Moody's and Standard and Poor's rating agencies. Additionally, the 
Treasurer monitors, and therefore may possibly eliminate those banks whose marketability and liquidity 
may be considered suspect due to their pricing within the secondary markets. Foreign banks shall be 
headquartered in certain Western European countries, Canada, or Japan. For additional potential 
restrictions see section 'S' below. 

13 



EXHIBIT B 

G. Cummercial Paper. The Treasurer currently does not allow the percent of commercial paper to 
exceed 25% of the total portfolio. See section 'S' below for additional restrictions on particular 
commercial paper issues. The Treasurer is cummtly only purchasing commercial paper with maturities 
of 90 days or less. 

H. Negotiable Certifkatea ofDepoait (NCD). The Treasurer currently purchases those types of NCD 
permitted by the Government Codes only from banks with a long term rating of "A" and short term 
rating of Al / Pl or better from both Moody's and Standard and Poor's rating agencies. Additionally, 
the Treasurer monitors, and therefore may possibly eliminate those banks whose marketability and 
liquidity may be considered suspect due to their pricing within the secondary markets. NCD issued by 
S&Ls, savings banks and credit unions are not currently purchased. The Troosurcr currently is not 
pure.ha.sing NCD with maturities greater than one year. Please see sections 'P' and 'S' below for 
additional restrictions on non-negotiable Catificates of Deposit (CD) purchases. 

I. Certificate of Depollit (CD) Placement Services. The Treasurer may invest or participate in CD 
Placement Services. See section 'P' below for restrictions on time deposits. 

J. Rep11rebase Agreemenu. Repurchase agreements will only be entered into with Primary Dealers, 
and all collateral will be delivered to a third party designated by the Treasurer, as per state law. Due 
bills are not acceptable, nor, except in cases of extreme emergency, are substitutions of collateral on 
agreements under thirty days. 1ne Treasurer will constantly monitor the market value of all collateral 
and shall require additional collateral if the market value falls to a level of 100% of the cash value 
invested, when Treasury Notes and Bonds are the collateral, and at higher levels for other types of 
collateral. Treasury Notes and Bonds will be collateralized ataminimllll1 ofl02% ofm.ar:k.ctatthe start 
of the repo, for short-term repos, and possibly at higher levels for longer-term repos, (percentage 
determined by market conditions, etc.). Repo agreements with Treasury Bills or other discounted 
securities as collateral will be priced to market and collateralizcd at a minimmn of 102% of market, 
(actual percentage to be determined by collateral type, conditions, etc.). Collateral with maturities 
beyond five years are not acceptable, ( except in certain limited cases where unrestricted 'puts' are 
included with the issue), and all collateral must meet the same requirements as purchased securities. 
Repurchase Agreements will not be entered into for periods longer than ninety days. Repurchase 
Agreement contracts will be on file for any dealer with which the County does Rcpos. See section 'S' 
below for other potential restrictions on Rcpo collateral. 

K. Reverse Rep11rchase Agreementli. The County Investment Policy does not allow the Treasurer to 

enter into reverse repurchase agreements. 

L. Medium Term Notes. The Treasurer currently purchases medium term notes with a rating of "A" 
or higher ftom both Moody's and Standard and Poor's rating agencies. See section 'S' below for 
additional potential restrictions on medium term notes. Medium term notes shall not exceed 30% of 

the portfolio. 
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EXHIBIT B 

M. M11ta1I Fuads. The Treasurer currently imposes no additional restrictions on mutual fund 
purchases beyond those in the Codes. 

N. Collateralized Bank Deposits. The Treasurer currently imposes no additional restrictions on 
collateralized bank deposits beyond those in the Code~. 

0. Mortgage P111-Through Securities. The Treasurer does not invest in Mortgage pass-through 
securities nor in any collateralized mortgage investments. 

P. Bank/rime Deposits. The Trell!urer will enter into contracts fur time deposits (including CDs) of 
amounts greater than $250,000 only with those banks that meet the requirements for investment in 
NCO. Time deposits ofless than or equal to $250,000 (not including accrued interest) will require 
FDIC insurance. The total of all time deposits shall not exceed 10% of the total portfolio. Mandated 
deposits or investments specifically invested by pool participant's request are not included in this 
percentage restriction. See section 'S' below for additional potential restrictions. 

Q. Joint Powen Authority (JP A) Pool. The Treasurer does not currently participtlte or invest in 
JPA pools. Investments in JPA investment funds shall not exceed 25% of the pool's portfolio. 

R. Local Agency Investment Fund (LAIF). The Treasurer does currently invest in LAIF. The 
current limit is $65 million as determined by the State. 

S. Expo1ure Limia. Presently the total exposure to any one issuer, when totaling all types of 
securities shall not exceed 10% of the total portfolio on date of purchase. Exceptions to this limit 
shall include US Treasury issues, federal agency or government sponsored enterprise issues, and 
funds in LAIF. Repurchase agreement collateral shall not be excluded from this calculation unless 
the repurchase agreement is for 5 business days or less. Exposure to the overall credit of individual 
foreign countries shall be monitored and maintained at prudent levels. 

T. Lending Securitie1. The County Investment Policy docs not allow the County Treasurer to lend 

securities. 

U. Fntunis 11nd Option1. The County Investment Policy does not allow the Treasurer to invest in 
futures or options. The purchase of callable securities is permitted. 

V. Maturities over Three Yean. Any investment made with a maturity exceeding three years shall 
require prior written approval of the Treasurer. The Treasurer may provide temporary exemptions for 
specific employees for a period not to exceed one year such that each individual investment shall not 

require specific approval. 
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EXHIBIT B 

X. Cakalating Limits. State law states that all required percentages included within investment 
related sections of the Government Codes are only binding on the day the investment is made, and 
that future changes in the size of the portfolio do not require the Treasurer to readjust the total 
percentage of each security type within the portfolio to reflect the change in size. Neither is it 
necessary to sell an investment when changes occur such that the security no longer meets the 
minimum requirements of the Codes or the Codes are changed such as to no longer include certain 
current holdings. The Tree.surer shall weigh the change in risk and determine whether or not a 
security should be sold within the portfolio after a change in conditions or the Codes result in a 
particular security no longer meeting existing or new regulations. 

Y. Asset backed 1ecariti011 The Treasurer may purchase asset backed commercial paper with a 
maturity of less than or equal to 90 days and a short term rating of Al / Pl / Fl. The Treasurer 
currently does not purchase medium term notes issued by structured investment vehicles. 

Z. Snpranationah. The Treasurer may purchase United States dollar denominated senionmsecured 
unsubordinated obligations issued or unconditionally gueranteed by the International Bank for 
Reconstruction and Development, International Finance Corporation, or Inter-American Development 
Bank eligible for purchase and sale within the United States. The issue shall he rated "AA" or better by 
an NRSRO and shall not exceed 30 percent of the portfolio. 

AA. Bank Restrictions. The Treasurer is restricted from engaging as broker-dealer or purchasing 
bonds issued by the following banks through June 8, 2020: 
1) Citigroup 
2) JP Morgan Chase 
3) Barclays 
4) Royal Bank of Scotland 
5) United Bank of Switzerland (UBS) 

AB. Bank Restriction. The Treasurer is restricted from engaging as broker-dealer or purchasing bonds 
issued by the following bank through October i 0, 2017: 
l )Wells Fargo 
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APPENDIX C 
FORM OF CONTINUING DISCLOSURE CERTIFICATE 
This Continuing Disclosure Certificate (the "Disclosure Certificate") is executed and delivered b,I 

the County of Santa Cruz (the" County") in connection with the issuance of $47,000,000 County of Santa 
Cruz, California 2017-201 STax and Re.tenueAnticipation Notes (the" Notes"). The Notes are being issued 
pursuant to a Resolution adopted b,I the County on May 23, 2017. The County co.tenants and agrees as 
folio.vs: 

SE CTI ON 1. Purpose of the Disclosure Certificate. This Disclosure Certificate is being 
executed and delivered b,I the County for the benefit of the o.vners and beneficial o.vners of the Notes and 
in ordertoassistthe Participating Underwriter in complying with S.E.C. Rule 15c2-12(b)(5). 

SE CTI ON 2. Definitions. In addition to the definitions set forth in the Resolution, which apply 
to any capitalized term used in this Disclosure Certificate unless otherwise defined in this Section, the 
follo.ving capitalized terms shall have the follo.ving rreanings: 

"Disclosure Representative" shall mean the Auditor-Controller-Treasurer-Tax Collector of the 
County, such officer's designee, or such other officer or employee as the County shall designate in writing 
from ti rre to ti rre. 

"Dissemination Agent" shall rrean Harrell & Company Ad.tisors, LLC or any successor 
Dissemination Agent designated in writing b,I the County and which has filed with the County a written 
acceptance of such designation. 

"Listed Events" shall mean any of the events listed in Section 3(a) and (b) of this Disclosure 
Certi fi care. 

"Official Staterrent" shal I mean the final Official Staterrent dated June 6, 2017, relating to the 
Notes. 

"Participating Underwriter" shall rrean the original underwriter of the Notes. 

"Repository" shall mean the Municipal Securities Rulemaking Board ("MSRB") through its 
Electronic Municipal Market Access ("EMMA") site or any other repository so designated b,I the MSRB 
orthe SEC. 

"Rule" shall mean Rule 15c2-12(b)(5) ack:Jpted b,I the SEC under the Securities Exchange Act of 
1934, as the same may be arrended from ti rre to ti rre. 

"SEC" shall rrean the Securities and Exchange Commission. 

"State'' shall mean the State of California 

SE CTI ON 3. Prcwision and Content of Quarterly Reports. 

(a) The County shall, not later than October 31, 2017, pro.tide to the Repository a Budget 
Change Summary which contains a summary of the changes to the Proposed B udget submitted to the Board 
of Supervisors on May 23, 2017 and which was adopted b,I the Board of Supervisors. 

(b) The County shall, not later than October 31, 2017,J anuary 31, 2018 and April 30, 2018, 
pro.tide to the Repository a Quarterly Report which contains a quarterly update of the information found in 
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Table No. 12 of the Official Staterrent for the Notes for the quarter ending Septerrber 30, 2017, 
December 31, 2017 and March 31, 2018, respectively. 

(c) Not later than 5 Business Days prior to the date specified in subsection (a) for pr0.tiding 
the Quarterly Report to the MSRB, the County shall pr0.tide the Quarterly Report to the Dissenination 
A gent (if other than the County). 

( cl) I f the County is unable to pr0.ti de to the MS RB a Quarterly Report b,I the date required i n 
subsection (a), the County shall send a notice to the MSRB. 

SECTION 4. Reporting of Significant Events. 

(a) Reportable Events. The County shall, or shall cause the Dissemination (if not the County) 
to, give notice of the occurrence of any of the follcwing events with respect to the Notes: 

1. Principal and interest payrrent delinquencies. 

2. Unscheduled draws on debt service reserves reflecting financial difficulties. 

3. Unscheduled draws on credit enhancerrents reflecting financial difficulties. 

4. Substitution of credit or liquidity pr0.tiders, or their failure to perform. 

5. Defeasances. 

6. Rating changes. 

7. Tender offers. 

8. Bankruptcy, insolvency, receivership or sinilar event of the obligated person. 

9. Ad.terse tax opinions, the issuance b,I the Internal Revenue Service of proposed or 
final determinations oftaxability, Notices of Proposed lssue(I RS Form 5701-TEB) 
or other material notices or determinations with respect to the tax status of the 
security, or other material events affecting the tax status of the security. 

(b) Material Reportable Events. The County shall give, or cause to be given, notice of the 
occurrence of any of the follcwing events with respect to the Notes, if material: 

1. Non--payrrent related defaults. 

2. Modifications to rights of security holders. 

3. Note calls. 

4. The release, substitution, or sale of property securing repayrrent of the securities. 

5. The consummation of a rrerger, consolidation, or acquisition involving an 
obi i gated person or the sale of al I or substantial ly al I of the assets of the obi i gated 
person, other than in the ordinary course of business, the entry into a definitive 
agreerrent to undertake such an action or the termination of a defi ni tive agreerrent 
relating to any such actions, other than pursuant to its terms. 

6. Appoi ntrrent of a successor or additional paying agent, or the change of narre of 
a paying agent. 
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(c) lime to Disclose. The County shall, or shall cause the Dissemination Agent (if not the 
County) to, file a notice of occurrence of a Listed Event with EMMA, in an electronic format as prescribed 
by the MSRB, in a timely manner not in excess of 10 business days afterthe occurrence of the Listed Event. 
Notwithstanding the foregoing, notice of Listed Events described in subsections (a)(S) and (b)(3) alx:we 
need not be given underthis subsection any earlierthan the notice (if any) of the underlying event is given 
to o.vners of affected Notes under the Resolution. 

SE CTI ON 5. Termination of Reporting Obligation. The County's obligations under this 
Disclosure Certificate shall terminate upon the defeasance or payment in full of all of the Notes. 

SECTION 6. Dissemination Agent. The County may, from time to time, appoint or engage a 
Dissemination Agent to assist it in carrying out its obligations under this Disclosure Certificate, and may 
discharge any such Di ssemi nation A gent, with or without appoi nti ng a successor Di ssemi nation A gent. 

SE CTI ON 7. Amendment. Notwithstanding any other pr0.tision of this Disclosure Certificate, 
the County may amend this Disclosure Certificate and any pr0.tision of this Disclosure Certificate may be 
waived, only if: 

(a) the amendment or waiver is made in connection with a change in ci rcum,tances that arises 
from a change in legal requirements, change in liM', or change in the identity, nature, or status of the County, 
or type of busi ness conducted; 

(b) this Disclosure Certificate, as amended, would have complied with the requirements of the 
Rule at the ti me of .M'ard of the N ates, after taking into account any amendments or interpretations of the 
Rule, as wel I as any change in ci rcum,tances; and 

( c) the amendment does not material ly i mpai r the interests of o.vners or beneficial o.vners of 
the Notes, as deternined by parties unaffiliated with the County (such as, but without limitation, the 
County's bond counsel). 

SECTION 8. Additional Information. NothinginthisDisclosureCertificateshall bedeemedto 
prevent the County from di ssemi nati ng any other information, using the means of di ssemi nation set forth 
in this Disclosure Certificate or any other means of communication, or including any other information in 
any notice of occurrence of a Listed Event, in addition to that which is required by this Disclosure 
Certificate. If the County chooses to include any information in any notice of occurrence of a Listed Event 
in addition to that which is specifically required by this Disclosure Certificate, the County shall have no 
obligation underthis Disclosure Certificate to update such information or include it in any future notice of 
occurrence of a Listed Event. 

SE CTI ON 9. Default. I nthe event of a failure of the County to comply with any pr0.tision of this 
Disclosure Certificate any o.vner or beneficial o.vner of the Notes may take such actions as may be 
necessary and appropriate, including seeking mandate or specific performance by court order, to cause the 
County to comply with its obligations under this Disclosure Certificate. A default under this Disclosure 
Certificate shall not be deemed an event of default under the Resolution, and the sole remedy under this 
Disclosure Certificate in the event of any failure of the County to comply with this Disclosure Certificate 
shal I be an action to compel performance. 

SECTION 10. Duties, Immunities and Liabilities of Dissemination Agent. The Dissemination 
Agent shall have only such duties as are specifically set forth in this Disclosure Certificate, and the County 
agrees to indemnify and save the Dissemination Agent, its officers, directors, emplO{ees and agents, 
harniess against any loss, expense and liabilities which it may incur arising out of or in the exercise or 
performance of its po.vers and duties hereunder, including the costs and expenses (including attorneys fees) 
of defending against any claim of liability, but excluding liabilities due to the Dissemination Agent's 
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neg Ii gence or wi 11 ful rri sconduct. The obi i gati ans of the County underthi s Section shal I survive resignation 
or remcwal of the Dissemination Agent and payment of the Notes. 

SE CTI ON 11. Beneficiaries. This Disclosure Certificate shall inure solely to the benefit of the 
County, the DisserrinationAgent, the Participating Underwriter and o.vners and beneficial o.vners of the 
N ates from ti me to ti me of the N ates, and shal I create no rights in any other person or entity. 

Date: J une 29, 2017 

Accepted By: 

Harrell & CorrpanyAcwisors, LLC 
As Dissemination Agent 
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COUNTY OF SANTA CRUZ, CALIFORNIA 

By:-----------------------------------
Auditor-Controller-Treasurer-Tax Collector 



Board of Supervisors 
County of Santa Cruz 
701 Ocean Street 
Santa Cruz, CA 95CXi0 

APPENDIX D 

June 29, 2017 

FORM OF BOND COUNSEL OPINION 

Re: $47,000,000 County of Santa Cruz 2017-2018 Tax and Revenue Anticipation 
N ctes, Final Op ni on of Bond Counsel 

Members of the Board: 

We have acted as bond counsel in connection with the issuance by the County of Santa 
Cruz, California (the "County") of $47,000,000 in aggregate principal amount of the County of 
Santa Cruz, California 2017-2018 Tax and Revenue Anticipation Notes (the" Notes''), pursuantto 
Article 7.6 (commencing with Section 53850) of Chapter 4, Part 1, Division 2, Title 5 of the 
California GOJernment Code (the "Authorizing Law"), and pursuantto Resolution No. 139-2017 
adop:ed by the Board of Supervisors of the County on May 23, 2017 (the "Resolution"). The 
Nctes are being issued to enable the County to meet its budgeted cumulative cash flavv deficit. 
Cap tali zed terms used herein and not ctherwi se defined shal I have the meanings assigned to them 
i n the R esol uti on. 

We have examined the Authorizing Law and other statutes and such instruments, 
certificates and documents as we have deemed necessary or appropriate for the purposes of the 
opinions rendered bel avv. I n such examination, we have assumed the genuineness of al I signatures, 
the authenticity of all documents submitted to us as originals and the conformity to the authentic 
original documents of al I documents subni tted to us as copies. As to any facts material to our 
opinion, we have, when relevant facts were not independently established, relied upon the 
aforesaid instruments, certificates and documents, including the Tax Certificate of the County (the 
"Tax Certificate"), dated as of the date hereof, and the statement of reasonable expectations of 
future events set forth in such Tax Certificate. 

Based upon our examination we are of the opinion, under existing law, that: 

1. The County is a political subdivision duly organized and existing under the 
Constitution and laws of the State of California, with pavver to adop: the Resolution, to 
perform the agreements contained therein and to issue the Notes. 

2. The Resolution has been duly adopted by the County and constitutes a legal, 
valid and anding obligation of the County enforceable against the County in accordance 
with its terms. 
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3. The Notes have been duly authorized, executed and delivered 0\/ the County 
in accordance with the A uthori zing Law and the R esol uti on and constitute I egal, valid and 
b ndi ng obi i gati ons of the County enforceable against the County in accordance with their 
terms and payable solely from the sources prcwided therefor in the Resolution. 

4. The R esol uti on establishes a valid pl edge of the revenues pl edged thereO)I 
as security for the Notes, in accordance with the terms of the Resolution. 

5. Under existing statutes, regulations, rulings and court decisions, interest on 
the Notes is exem[X from personal income taxes of the State of California and, assuming 
compiance with the cavenants mentioned herein, interest on the Notes is excluded 
pursuant to section 103(a) of the Internal Revenue Code of 1986 (the "Code") from the 
gross income of the cwners thereof for federal income tax purposes. I n the further opinion 
of Bond Counsel, under existing statutes, regulations, rulings and court decisions, the N ctes 
are nct "specified private activity lx:Jnds'' within the meaning of section 57(a)(5) of the 
Code and, therefore, interest on the N ctes wi 11 nct be treated as an item of tax preference 
for purposes of computing the alternative minimum tax imposed 0\/ section 55 of the 
Code. Receipt or accrual of interest on Nctes cwned 0\/ a corporation may affect the 
computation of the alternative minimum taxable income. A corporation's alternative 
rri ni mum taxable i ncorne is the basis on which the alternative rri ni mum tax imposed 0\/ 
section 55 of the Code wi 11 be computed. 

The Code imposes certain requirements that must be met subsequent to the issuance and 
delivery of the Notes for interest thereon to be and remain excluded pursuant to section 103(a) of 
the Code from the gross income of the cwners thereof for federal i ncorne tax 
purposes. Noncompliance with such requirements could cause the interest on the Notes to fai I to 
be excluded from the gross income of the cwners thereof retroactive to the date of issue of the 
N ctes. Pursuant to the R esol uti on and in the Tax Certificate being delivered 0\/ the County in 
connection with the issuance of the Notes, the County is making representations relevant to the 
determination of, and is undertaking certain cavenants regarding or affecting, the exclusion of 
interest on the Notes from the gross income of the cwners thereof for federal income tax 
purposes. I n reaching our opinions described in the immediately preceding paragraph, we have 
assumed the accuracy of such representations and the present and future compliance 0\/ the County 
with such cavenants. Further, exce[X as stated in the preceding paragraph, we express no opinion 
as to any federal or state tax consequence of the recei rx of interest on, or the cwnershi p or 
disposition of, the Notes. Furthermore, we express no opinion as to any federal, state or local tax 
law consequence with respect to the Notes, or the interest thereon, if any action is taken with 
respect to the Notes or the proceeds thereof predicated or perrri tted upon the advice or appraval 
of cther counsel. 

6. I nterest on the N ctes is exem[X from personal i ncorne taxation imposed 0\/ 
the State of California 
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Except as stated in the p-ecedi ng three paragraphs, we express no opinion as to any federal 
or state tax consequences of the cwnership or disposition of the Notes. Furthermore, we express 
no op ni on as to any federal, state or I ocal tax I ctN consequences with respect to the Notes, or the 
interest thereon, if any action is taken with respect to the Notes orthe proceeds thereof predicated 
or perrri tted upon the advice or app-aval of bond counsel if such advice or appraval is given O,' 
counsel ctherthan Rutan & Tucker, LL P. 

The foregoing op nions are qualified to the extent the enforceabl ity of the Resolution and 
the Nctes may be limited b,' applicalle bankruptcy, insolvency, debt adjustment, reorganization, 
moratorium or si rri lar laws or equitable principles relating toor I imiti ng creditors' rights generally 
or as to the availablity of any particular remedy. The enforceability of the Resolution and the 
Nctes is subject to the effect of general princi pesof equity, including, without I imitation, concep:s 
of materiality, reasonableness, good faith and fair dealing, to the possi lle unavai lab lity of specific 
performance or injunctive relief, regardless of whether considered in a proceeding in equity or at 
law, and to the I irritations on legal remedies against gavernmental entities in California 

No opinion is expressed herein on the accuracy, competeness or sufficiency of the Official 
Statement or other offering material relating to the Nctes. 

We cal I attention to the fact that the opinions exp-essed herein and the exclusion from gross 
income of the interest on the N ctes as described abave may be affected b,' actions taken or orri tted 
or events occurring or not occurring after the date hereof. We have not undertaken to deterrri ne, 
or to inform any person or entity, whether any such actions or events are taken, omitted, occur or 
fai I to occur. 

Very truly yours, 
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APPENDIX E 

THE BOOK-f NTRY SYSTEM 
The fol lCM,i ng description of The Dep:isitory Trust Coni:iany (" DTC" ) , the procedures and record 

keeping with respect to beneficial OM1ershi pi nterests in the Notes, payment of principal, interest and other 
payments on the Notes to DTC Participants or Beneficial CMners, confirrration and transfer of beneficial 
OM1ershi p interest in the Notes and other related transactions b,I and between DTC, the DTC Participants 
and the Beneficial CMners is based solely on inforrration pro.tided b,I DTC. Accordingly, no 
representati ans can be rrade concerning these rratters and neither the DTC P arti ci pants nor the Beneficial 
CMners should rely on the foregoing inforrration with respect to such rratters, but should instead confirm 
the same with DTC or the DTC Participants, as the case rray be. 

Neither the issuer of the Notes (the" Issuer") nor the trustee, fiscal agent or paying agent appointed 
with respect to the Notes (the "Agent") take any responsibility for the inforrration contained in this 
Appendix. 

No assurances can be given that DTC, DTC Participants or Indirect Participants will distribute to 
the Beneficial CMners (a) payrrents of interest, principal or preniurn if any, with respect to the Notes, (b) 
certificates representing OM1ership interest in or other confirrration or OM1ership interest in the Notes, or 
(c) redemption or other notices sent to DTC or Cede & Co., its noninee, as the registered OM1er of the 
Notes, or thattheywill sodoon a timely basis, or that DTC, DTC Participants or DTC Indirect Participants 
will act in the rranner described in this Appendix. The current" Rules" appiicable to DTC are on file with 
the Securities and Exchange Cornnission and the current" Procedures" of DTC to be follo.ved in dealing 
with DTC Participants are on file with DTC. 

1. The Dep:isitory Trust Corrpany ("DTC"), Ne.vYork, NY, will act as securities dep:isitory 
for the Notes (the "Securities"). The Securities will be issued as fully,egistered securities registered in the 
name of Cede & Co. (DTC's partnership noni nee) or such other name as may be requested b,I an authorized 
representative of DTC. One fully,egistered Security certificate will be issued for each issue of the 
Securities, each in the aggregate principal amount of such issue, and will be dep:isited with DTC. If, 
ho.vever, the aggregate principal amount of any issue exceeds $500 nil lion, one certificate will be issued 
with respect to each $500 million of principal amount, and an additional certificate will be issued with 
respect to any rerraining principal amount of such issue. 

2. DTC, the world's largest securities dep:isitory, is a limited---purp:ise trust company 
organized underthe N e.v York B anki ng Law, a " banking organization" within the meaning of the N e.v York 
Banking LiM', a member of the Federal Reserve System a "clearing corporation" within the meaning of the 
Ne.vYork Uniform Commercial Code, and a "clearing agency" registered pursuant to the prcwisions of 
Section 17A of the Securities Exchange Act of 1934. DTC holds and pro.tides asset servicing for ewer 3.5 
million issues of U.S. and non-U.S. equity issues, corporate and municipal debt issues, and money market 
instruments (from ewer 100 countries) that DTC's participants ("Direct Participants") dep:isit with DTC. 
DTC also facilitates the p:ist-trade settlement among Direct Participants of sales and other securities 
transacti ans in dep:isi ted securities, through electronic cornputeri zed book-entry transfers and pl edges 
between Direct Participants' accounts. This elininates the need for physical mcwement of securities 
certificates. Direct Participants include both U.S. and non-U.S. securities brokers and dealers, banks, trust 
coni:ianies, clearing corporations, and certain other organizations. DTC is a wholly-o.vned subsidiary of 
The Dep:isitoryTrust& Clearing Corporation(" DTCC"). DTCC is the holding company for DTC, National 
Securities Clearing Corporation and Fixed Income Clearing Corporation, all of which are registered 
clearing agencies. DTCC is o.vned b,I the users of its regulated subsidiaries. Access to the DTC system is 
also available to others such as both U.S. and non-U.S. securities brokers and dealers, banks, trust 
coni:ianies, and clearing corporations that clearthrough or maintain a custodial relationship with a Direct 
Participant, either directly or indirectly ("Indirect Participants"). DTC has a Standard & Poor's rating of 
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AA+. The DTC Rules applicable to its Participants are on file with the Securities and Exchange 
Commission. More information about DTC can be foundatwww.dtcc.com. The information contained on 
this Internet site is not incorporated herein by reference. 

3. Purchases of Securities under the DTC system must be made by or through Direct 
Participants, which will receive a credit for the Securities on DTC's records. The o.vnership interest of 
each actual purchaser of each Security ("Beneficial owner") is in turn to be recorded on the Direct and 
I ndi rect Participants' records. Beneficial owners wi 11 not receive written confirmation from DTC of their 
purchase. B enefi ci al owners are, ho.vever, expected to receive wri nen confirmations pro.ti di ng detai Is of 
the transaction, as well as periodic statements of their holdings, from the Direct or Indirect Participant 
through which the B enefi ci al owner entered into the transaction. Transfers of o.vnershi p i nterests i n the 
Securities are to be accomplished by entries made on the books of Direct and Indirect Participants acting 
on behalf of Beneficial owners. Beneficial owners will not receive certificates representing their 
o.vnership interests in Securities, except in the eventthat use of the book-entry system for the Securities is 
discontinued. 

4. To faci I itate subsequenttransfers, al I Securities deposited by Direct Participants with DTC 
are registered in the name of DTC's partnership noninee, Cede & Co., or such other name as may be 
requested by an authorized representative of DTC. The deposit of Securities with DTC andthei r registration 
in the name of Cede & Co. or such other DTC noni nee do not effect any change in beneficial o.vnershi p. 
DTC has no kno.vledge of the actual Beneficial owners of the Securities; DTC's records reflect only the 
identity of the Direct Participants to whose accounts such Securities are credited, which may or may not be 
the Beneficial owners. The Direct and Indirect Participants wi 11 remain responsible for keeping account of 
their holdings on behalf of thei r customers. 

5. Conveyance of notices and other communications by DTC to Direct Participants, by Direct 
Participants to Indirect Participants, and by Direct Participants and Indirect Participants to Beneficial 
owners wi 11 be gcwerned by arrangements among them, suqject to any statutory or regulatory requirements 
as may be in effect from time to time. Beneficial owners of Securities may wish to take certain steps to 
augment the transnission to them of notices of significant events with respect to the Securities, such as 
redemptions, tenders, defaults, and proposed amendments to the Security documents. For example, 
Beneficial owners of Securities may wish to ascertain that the noninee holding the Securities for their 
benefit has agreed to obtain and transmit notices to Beneficial owners. In the alternative, Beneficial 
owners may wish to pro.ti de their names and addresses to the registrar and request that copies of notices 
be pro.tided directly to them. 

6. Redemption notices shall be sent to DTC. If less than all of the Securities within an issue 
are being redeemed, DTC's practice is to determine by lot the amount of the interest of each Direct 
Participant in such issue to be redeemed. 

7. Neither DTC nor Cede & Co. (nor any other DTC nominee) will consent or vote with 
respect to Securities unless authorized by a Direct Participant in accordance with DTC's MM I Procedures. 
Under its usual procedures, DTC mai Is an Omni bus Proxy to Issuer as soon as possible after the record 
date. The Omnibus Proxy assigns Cede & Co.'s consenting or voting rights to those Direct Participants to 
whose accounts Securities are credited on the record date (identified in a listing attached to the Omnibus 
Proxy). 

8. Redemption proceeds and distributions on the Securities will be made to Cede & Co., or 
such other nominee as may be requested by an authorized representative of DTC. DTC's practice is to 
credit Direct Participants' accounts upon DTC's receipt of funds and corresponding detai I information from 
Issuer or Agent, on payable date in accordance with their respective holdings sho.vn on DTC's records. 
Payments by Participants to Beneficial owners will be gcwerned by standing instructions and customary 
practices, as is the case with securities held for the accounts of customers in bearer form or registered i n 
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"street narre," and will be the responsibility of such Participant and not of DTC, Agent, or Issuer, suqject 
to any statutory or regulatory requirerrents as may be in effect fromtirre totirre. Payrrent of redemption 
proceeds, distributions, and dividend payrrents to Cede& Co. (or such other nominee as may be requested 
b,I an authorized representative of DTC) is the responsibility of Issuer or Agent, disburserrent of such 
payrrents to Direct Participants will be the responsibility of DTC, and disburserrent of such payrrents to 
the Beneficial owners will be the responsibility of Direct and Indirect Participants. 

9. DTC may discontinue pr0.tiding its services as depository with respect to the Securities at 
any tirre b,I giving reasonable notice to Issuer or Agent. Under such circumstances, in the event that a 
successor depository is not obtained, Security certificates are required to be printed and delivered. 

10. Issuer may decide to discontinue use of the system of oook--entry--only transfers through 
DTC (or a successor securities depository). In that event, Security certificates will be printed and delivered 
toDTC. 

11. The information in this section concerning DTC and DTC's oook--entry system has been 
obtained from sources that Issuer believes to be reliable, but Issuer takes no responsibility for the accuracy 
thereof. 
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