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Standard & Poor's: SP-1+
Moody’s: MIG 1
(See “CONCLUDING INFORMATION - Rati ngs" herein)

Inthe opinion of Rutan & Tucker, LLP, Costa Mesa, California, Bond Counsel, under existing statutes, regulations, rulings
and court decisions, and, assuming cormmpliance by the County with the covenants described herein, interest on the Notes is
excluded pursuant to section 103(a) of the Internal Revenue Code of 1986 fromthe gross income of the owners thereof for
federal income tax purposes and is not an item of tax preference for purposes of the federal alternative minimumtax Itis
also the opinion of Bond Counsel that under existing law interest on the Notes is exermpt from personal incomme taxes of the
State of California. See “ TAX MATTERS” herein.
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The cover page contains certain information for quick reference only. It is not a summary of the issue. |nvestors
must read the entire Official Statement to obtain infor mation essential to the making of an infor med investment
decision.

The Notes are not subject to prepayment prior to their maturity date.

| nterest Rate Yield CUSIP
3.00% 0.87% 801818DT9

The Notes are by statute a general obligation of the County of Santa Cruz (the “County”) payable from unrestricted taxes,
income, revenue, cash receipts and other moneys of the County received or accrued to the Fiscal Year 2017/18 and legally
available for payment thereof pursuant to the Resolution (as defined herein). The Notes and interest thereon are secured by
a pledge of Unrestricted Revenues received by the County during certain periods in Fiscal Year 2017/18 (“Pledged
Revenues”) and, if such amounts are insufficient to permit the deposit into the Repayment A ccount of the full amount of
the Pledged Revenues required to be deposited therein in any such period, available Unrestricted Revenues that have not
been deposited previously into the Note Repay ment Account, as more particularly described herein. As provided inArticle
7.6, Chapter 4, Part 1, Division 2, Title 5, Sections 53850 et seq. of the California G overnment Code (the “Act’), the Notes
and the interest thereon will be a lien and charge against, and will be payable fromthe first moneys received by 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 by the Underwriter, subject to the approval as to their legality by
Rutan & Tucker, LLP, Costa Mesa, California, B ond Counsel. Certain legal matters will be passed upon for the County by
its Disclosure Counsel, Norton Rose Fulbright US LLP, Los Angeles, California and by Dana McRae, County Counsel. It
is anticipated that the Notes, in book-entry form, will be available for delivery through the facilities of The Depository Trust
Company, New York, New Y ork on or about] une 29, 2017 (see “APPENDIX E ~-THE BOOK-ENTRY SYSTEM” herein).

The date of the Official Statement is | une 6, 2017.

Citigroup



GENERAL INFORMATION ABOUT THIS OFFICIAL STATEMENT

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

E ffective Date. This Official Statement speaks only as of its date, and the information and expressions of opinion
contained in this Official Statement are subject to change without notice. Neither the delivery of this Official
Statement nor any sale of the Notes will, under any circunmstances, create any implication that there has been no change
in the affairs of the County or any other parties described in this Official S taterment

E stimates and F orecasts. When used in this Official Statement and in any continuing disclosure by the County, any
press release and any oral staterment made with the approval 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,” “estimate,” “project,” “forecast,” “expect,” “intend” and similar expressions identify “forwarddooking
staternents” within the meaning of the Private S ecurities Litigation ReformAct of 1995. Such statements are subject
to risks and uncertainties that could cause actual results to differ materially from those contemplated in such forward-
looking statements. Any forecast is subject to such uncertainties. |nevitably, some assumptions used to develop the
forecasts will not be realized and unanticipated events and circurmstances may occur. Therefore, there are likely to be

differences between forecasts and actual results, and those differences may be material.

Limit of Offering. No dealer, broker, salesperson or other person has been authorized by the County to give any
information or to make any representations in connection with the offer or sale of the Notes other than those contained
herein and if given or made, such other information or representation must not be relied upon as having been authorized
by the County or the Municipal Advisor. This Official S tatement does not constitute an offer to sell or the solicitation
of an offer to buy, nor shall there be any sale of the Notes by a person in any jurisdiction in which it is unlawful for
such person to make such an offer, solicitation or sale.

Preparation of this Official Statement. The information contained in this Official Statement has been obtained from
sources that are believed to be reliable, but this information is not guaranteed as to accuracy or completeness. The
information and expressions of opinions herein are subject to change without notice and neither the delivery of this
Official Staterment nor any sale made hereunder shall, under any circumstances, create any implication that there has
been no change in the affairs of the County since the date hereof. This Official Statement is submitted in connection
with the sale of the Notes referred to herein and may not be reproduced or used, in whole or in part, for any other
purpose, unless authorized inwriting by the County. All summaries of the Notes, the R esolution or other documents,
are made subject to the provisions of such documents and do not purport to be complete statements of any or all of
such provisions. Reference is hereby made to such documents on file with the County Clerk of the B oard for further
information. See “INTRODUCTION -Summaries Not Definitive.”

The Underwriter has provided the following sentence for inclusion in this Official Statement The Underwriter has
reviewed the information 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 Underwriter does
not guarantee the accuracy or completeness of such information.

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 provided under Section 3(a)(2)
of the Securities Act of 1933 and Section 3(a)(12) of the Securities Exchange Act of 1934.

Stabilization of Prices. In connection with this offering, the Underwriter may overallot or effect transactions which
stabilize or maintain the market price of the Notes at a level above that which might otherwise prevail in the open
market. Such stabilizing, if commenced, may be discontinued at any time. The Underwriter may offer and sell the
Notes to certain dealers and others at prices lower than the public offering price set forth on the cover page hereof and
said public offering price may be changed fromtime to time by the U nderwriter.

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

CUSIP# is a registered trademark of the American Bankers Association. CUSIP data on the cover page hereof is
provided by CUSIP Global Services, operated by S& P Capital 1Q on behalf of the American Bankers A ssociation.
The CUSIP number has been assigned by an independent company not affiliated with the County or the Municipal
Advisor and is included solely for the convenience of the holders of the Notes. The County and the Municipal Advisor
are not responsible for the selection or use of the CUSIP number, and no representation is made as to its correciness
on the Notes or as indicated above.
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OFFICIAL STATEMENT
$47,000,000
COUNTY OF SANTA CRUZ, CALIFORNIA
201722018 TAX AND REVENUE ANTICIPATION NOTES

This Official Statement, which includes the cover page and appendices (the “Official Statement”), is
provided to furnish certain information concerning the County of Santa Cruz, California (the “County”)
20172018 Tax and Revenue Anticipation Notes (the “Notes”) issued in the aggregate prindipal amount of
$47,000,000.

INTRODUCTION

This Introduction contains only a brief description of this issue and does not purport to be conplete. The
Introduction is subject in all respects to more complete information in the entire Official Statement and the
offering of the Notes to potential investors is made only by means of the entire Official Staterrent and the
documents summarized herein.  Potential investors must read the entire Official Staterrent to obtain
information essential to the making of an informed investment decision. (See “ RISK FACTORS” herein).

The County

The County was incorporated in 1850. 1t has a general law form of government (see “COUNTY OF SANTA
CRUZ - Government Organization” herein). It is located on the coast of California, between the San
Francisco Bay area and the Monterey Bay Peninsula, 65 miles south of San Francisco (see “COUNTY OF
SANTA CRUZ" herein).

Security and Sources of R epayment

The Notes are authorized by and being issued in accordance with the Act and a Resol ution adopted by the
County Baard of Supervisors on May 23, 2017 (the “Resalution”). Pursuant to California Law, the Notes
and the interest thereon are general obligations of the County payable from unrestricted taxes, income,
revenue, cash receipts and other moneys of the County received or attributable to the 2017/18 Fiscal Year
and lawfully available therefor (see “SOURCES OF PAY MENT 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 delbt limitation or restriction.

Purpose

The Notes are being issued to provide funds to help meet current County General Fund expenditures for
the Fiscal Year of the County ending J une 30, 2018 induding current expenses, capital expenditures and
the discharge of cther obligations or indebtedness of the County.

Professional Services

Harrell & Company Advisars, LLC, Orange, California, (the “Munidpal Advisor,”) advised the County as
to the financial structure and certain other financial matters relating to the Notes. Certain legal matters will
be passed on for the County by Dana McRae, County Counsel, and by Norton Rose Fulbright US LLP, Los
Angeles, California, Disclosure Counsel. Fees payable to Bond Counsel, Disclosure Counsel and the
Municipal Advisor are contingent upon the sale and delivery of the Notes.



Offering of the Notes

The Notes are offered, when, as and if issued, subject to the approval as totheir legality by Rutan & Tucker,
LLP, Costa Mesa, California, Bond Counsel. Such opinion, and certain tax consequences incident to the
ownership of the Notes, including certain exceptions to the tax treatment of interest, are described more
fully under the heading “TAX MATTERS” herein. Itis anticipated that the Notes will be available in book—
entry form for delivery through the facilities of The Depository Trust Comparny (“DTC”) on or about
June 29, 2017.

Summaries Not Definitive

The summaries and references contained herein with respect to the Resolution, the Notes and other statutes
or documents do hot purport to be comprehensive or definitive and are qualified by reference to each such
document or statute, and references to the Notes are qualified in their entirety by reference to the form
thereof induded in the Resolution. Copies of these documents described herein may be cbtained fromthe
Auditor-Controller-Treasurer-Tax Collector of the County at Government Center, 701 Ocean Street, Santa
Cruz, California 95060, telephone (831) 454-2500.



THE NOTES
General

Registration. The Notes will be issued in the aggregate principal amount of $47,000,000 and mature on
June 28, 2018. W hen issued, the Notes will be registered in the name of Cede & Co., as nominee for The
Depository Trust Company, New York, New Yok (“DTC”), which will act as securities depesitory for the
Notes. Purchasers will not receive certificates representing their ownership interest in the Notes (see
“Book-Entry System’ below). Beneficial ownership interests in any Notes which are held in book-entry
form on the recordks 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 cover 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-clay year. The Notes are not subject to
prepayment prior to their maturity.

Book-E ntry System. DTC will act as securities depository for the Notes. The Notes will be issued as fully
registered securities registered in the name of Cede & Co. (DTC’s partnership nominee) or such other name
as may be requested by an authori zed representative of DTC. Interest oh and prind pal of the Notes will be
payable when due by wire of the Paying Agent to DTC whichwill 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). Aslongas DTC is the registered owner of the
Notes and DTC’s book-entry method is used for the Notes, the Trustee will send any nctices to Note Owners
only to DTC. Any failure of DTC to advise any Participant, or of any Participant to natify the B eneficial
Owner, of any such nctice 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 natification of all interest
payments, will be forwarded inwriting by such Partici pant.

| nvestment 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 pursuant to the County’s Investment Policy.
See “APPENDIX B -COUNTY OF SANTACRUZ INVESTMENT POLICY.” The County expects that the Note
proceeds and amounts deposited in the Repayment Account will be invested in the County Treasurer’s
investiment podl. See “FINANCIAL INFORMATION —County Treasurer’s | rivestment Podl” herein.



SOURCES OF PAYMENT FOR THE NOTES
General

The Notes, in accordance with California L aw, are general obligations of the County payable fromthe taxes,
income, revenue, cash receipts and other moneys of the County attributable solely to Fiscal Year 2017/18
and legally available for payment thereof. Pursuant to the Government Code, the principal of and interest
on the Notes may not exceed 85 percent of the estimated amount of the then uncollected taxes, income,
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 cbligated to levy or pledge any specific or special tax. The Notes are general
cbligations of the County that do not exceed any constitutional or statutory debt limitation or
restriction.

R epayment of the Notes

In accordance with the terms of the Resolution, the County will create a special fund, the 2017/2018 Tax
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 Notes; provided that any interest earned on amounts in the Repayment Account shall be periodically
transferred to the County’s General Fund. The Resolution provides that such amounts may not be used for
any other purposes, although they may be invested as permitted by the Government Code. See“THE NOTES
—Investrment of Funds.” Any balance in the Repayment Account after the Notes and the interest thereon
have been paid, or provision for such payment has been made, 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,
income, revenue, cash receipts and other moneys intended as receipts for the 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 interest thereon are a lien and charge against, and are payable from, such Pledged R evenues. Inaddition
to such Pledged R evenues, pursuant to the Act, the Notes and the interest thereon are general obligations of
the County payable from the taxes, incomme, revenue, cash receipts and other moneys of the County
attributable to Fiscal Year 2017/18 and legally available for the payment therecf.

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

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

(i) $20,000,000 from the first Unrestricted Revenues received by the County during the period
commencing onApril 1, 2018 and endingApril 30, 2018 (also a “Pledge Period’) together with
an amount sufficient (net of earnings on moneys in the R epayment Account) to satisfy and
make up any deficiency in the Repayment A ccount with respect to the prior Pledge Period;



(iif)

(iv)

$7,000,000, plus an amount equal to the interest due on the Notes at maturity, from the first
U nrestricted Revenues received by 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 Repayment Account) to satisfy and make up any deficiency in the
R epay ment Account with respect to the prior Pledge Period, and

an amount suffident to satisfy and make up any deficiency in the Repayment Account with
respect to the prior Pledge Period from the first U nrestricted R evenues received by the County
during the period commencing on June 1, 2018 and endingJ une 28, 2018.



COUNTY OF SANTA CRUZ
General | nformation

The County is situated at the northern tip of Monterey Bay, 65 miles south of San Francisco, 35 miles north
of Monterey, and 35 miles south of the Silicon Valley. The County is the gateway to the Monterey Bay
National Marine Sanctuary, has 29 miles of beaches and includes seven state parks and seven state beaches.
Itis the second smallest county in California in land area, containing a total of 440 square miles. 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 18 miles southeast of the City of Santa Cruz. The City of Watsorwille is the center of the County’s
agriculture region transporting fresh and processed farm crops to worldwide destinations. The City of
Capitola stretches along the coast east and south of the City of Santa Cruz. It was incorporated in 1949 and
is a tourist destination. The City of Scetts Valley, incorporated in 1966, lies north of the City of Santa Cruz
and includes community commerdal areas serving local residents and a mix of industrial sites that have
supported light manufacturing and research development firms predominanty in the electronics and
techndogy industries.

U nincorporated communities in the County indlude: Live Oak, an urban coastal area, between the City of
Santa Cruz and the City of Capitola; Soquel, which lies inland between Capitcla and Santa Cruz, Aptos,
south of Soquel; Felton; Ben Lomond and Boulder Creek, which are located in the San L orenzo 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 adjacent to and north of the City of Watsarwille; and the Pajaro
Valley, an agricultural area surrounding the City of Watsonville.

Government 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 law form of government. A five-member Board of Supervisors
elected to four-year terms serves as the legislative body. Also elected are the Auditor-Contrd 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 by the B card of
Supervisors.

The members of the Board of Supervisors, the expiration dates of their ters and key administrative
personnel are set forth below.

BOARD OF SUPERVISORS

Board Member Term Expires
John Leopadld, Supervisor, 1st District January 2021
Zach Friend, Supervisor, 2nd District January 2021
Ryan Coonerty, Supervisor, 3rd District January 2019
Greg Caput, Supervisor, 4th District January 2019
B ruce McPherson, Supervisor, Sth District January 2021



KEY ADMINISTRATIVE PERSONNEL

Susan A. Mauriello County Administrative Officer

Edith Driscall Auditor-Controller-Treasurer-Tax Collector
Sean Saldavia Assessor-R ecorder

Dana McR ae County Counsel

Carlos Palacios Assistant County Administrative Officer

Governmental Services
The County’s departments are grouped by service function for budget and reporting purposes.

General Government

General Government includes the departments of the Assessor-R ecorder, Auditor-Controller-Treasurer-Tax
Cdllector, B oard of Supervisors, the County Administrative Office, County Clerk, County Counsel, General
Services, Information Services and Personnel & Risk Management. These departments primarily oversee
the administration and finandial functions of the County. The County is responsible for the administration
of the property tax system, including property assessment, assessment appeals, collection of taxes and
distribution of taxes to cities, former redevelopiment agendies, special districts, local schodl districts and
the County. A second major function is the County’s voter registration and election system. | n addition, the
County provides contributions to other agencies such as Association of Monterey B ay Area Governiments
(AMBAG).

Health and Hunran Services

Health and Human Services includes the Health Services Agency, the Human Services Department, and the
Department of Child Support Services. The County’s Health Services Agency was established to provide
central administration 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 A gency are mandated
by State law and are funded through State subsiclies, grants and fees for services. State and federal laws
also mandate that counties provide certain human services including Aid to Families with Dependent
Children, CalFresh program, Adult Protective Services, public guardian, Child Protective Services, foster
care and adoption services and job training. The Patient Protection and Affordable Care Act (“Affordable
CareAct”) is administered by the County’s Human Services Department (social services) and by the Health
Services Agency. The Department of Child Support Services works with parents and guardians to ensure
children and families receive court-ordered finandial and medical support. | naddition, the County provides
funding to community non—profits under the CORE | nvestments budget.

Public Safety & J ustice

The County criminal justice system is supported primarily by local County revenues, and consists of the
Sheriff-Coroner, the Probation Department, the District Attorney, the Public Defender and a contribution to
Superior Court and the Grand Jury. Public Safety is supported primarily through fees for service and
includes fire protection, flood control and water conservation, as well as animal control services.

In addition to countywide law enforcement services, the Sheriff provides narcotics enforcement,
investigation of arson, homicides, consumer fraud and arime scene investigation, and acts as coroner for
the County and all 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 Contral and Water
Conservation District provides flood control and water conservation planning. Fire protection services in



the County are provided by the cities of Santa Cruz and Watsorwille, ten fire protection districts and the
University of California, Santa Cruz. The Santa Cruz County Fire Department in cooperation with the
California Departiment of Forestry and Fire Protection (CALFIRE) is responsible for fire protection and
first responder emergency medical services, in all five unincorporated areas outsidle the boundaries of the
fire protection districts. The County is a participant in ajoint powers emergency communications agency
which provides public safety dispatchers who coordinate multi-agency mutual aid response, as well as
dispatch the Sheriff’s Department, ambulance/fsaramedic services and most fire protection agencies
operating within the County. The County of Santa Cruz Animal Shelter is a joint powers authority that
includes the County and the cities of Santa Cruz, Watsorville and Scotts Valley to provide animal control
services to resicents.

Land Use and Cormmunity Services

The departments included in this category include the Agricultural Commissioner, Agricultural Extension,
Parks, Open Space and Cultural Services (“POSCS”), Planning, Public Warks and the Redevel opment
Successor Agency. The Agricultural Commissioner provides for the protection of agriculture, enforcement
of weights and measures and vector control. Planning develops implements and enforces county land use
policies and ordinances, administers ervironmental review and protection programs, processes and issues
building, zoning, and other developmental permits, code compliance and oversees affordable housing and
community development efforts. The Department of Public Warks provides for the maintenance of public
infrastructure for transportation, solid waste, real property, sanitation, parking, drainage, and sdlid
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 Family swim
Center. POSCS offers awide variety of recreational and cultural programs, events and services year—+ound.
In addition, the County provides contributions to L ocal Area Formation Commission (LAFCO), Monterey
Unified Air Pdlution Control District and receives library services and funding fromthe Library Fund.

Community | nformation

Public schod education is available through 35 elementary schools, 21 secondary schodls and 10 unified
schodl districts as well as numerous 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 numerous academic fields. The Lick
Olbservatory, a multi-campus research facility for astronomers, is headquartered at the University. The
2,000-acre campus, set among recwood groves and meadows, lies on the northwest boundary of the City
of Santa Cruz.

Cabrillo Community College (“ Cabrillo”), a publicly supported institution, offers a broad curriculumwhich
includes liberal arts, business, engineering, nursing and allied health technologies, and vocational
education. Cabrillois located in the community of Aptos.

The County also hosts the Seymour Marine Discovery Center, the Long Marine L aboratory, the National
Oceanic and Atmospheric Administration (NOAA) Fisheries, the Oiled Wildlife Veterinary Care and
Research Center, and the Monterey Bay National Marine Sanctuary Exploration Center.

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

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



Transportation

Six major State highways connect the County with adjacent 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
Watsarwille is joined with Santa Clara County by Highway 152 and with San B enito County by Highway
129. Highways 17, 152 and 129 connect with U.S. 101, a major north-south route. Highway 236 provides
access to Big B asin State Park.

Air cargo and passenger flight services are provided at the Norman Y. Mineta SanJ osé I nternational Airport,
32 miles northeast; Monterey Peninsula Airport, 43 miles south; and San Francisco International Airport,
60 miles north. Watsorville Municipal Airport provides private and executive air transportation facilities
and air cargo.

B us transportation is provided through the Santa Cruz Metropolitan Transit District for inter-urban and | ocal
inter-community service. Greyhound Bus Lines provide setvice to other local areas and additional
transcontinental service with connections toAmtrak.



Population

Approximately 50.8% of the County’s population lives in the County’s four incorporated cities: Capitola,
Santa Cruz, Scotts Valley and Watsorwville.

TABLE NO. 1
COUNTY OF SANTACRUZ
POPULATION
INCORPORATED CITIES AND UNINCORPORATED COMMUNITIES
2013- 2017

Unincor porated

| ncorporated Cities Communities Santa Cruz County

January 1 Percentage Percentage Percentage
Year Population Change Population Change Population Change
2013 136,388 132,732 269,120
2014 137,249 0.6% 133,812 0.8% 271,061 0.7%
2015 138,898 1.2 134,958 0.9 273,856 1.0
2016 139,647 0.5 135,910 0.7 275,557 0.6
2017 140,410 0.5 136,193 0.2 276,603 04

% Increase B etween

2013 -2017 2.9 2.6 2.8

The County is adjacent to Santa Clara and Monterey counties. The following 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
SANTA CRUZ COUNTY SANTA CLARA COUNTY MONTEREY COUNTY
January 1 Percentage Percentage Percentage
Year Population Change Population C hange Population Change
2013 269,120 1,856,416 427,087
2014 271,061 0.7% 1,879,19% 1.2% 429,298 0.5%
2015 273,856 1.0 1,903,209 13 432,664 08
2016 275,557 0.6 1,922,619 1.0 438,171 1.3
2017 276,603 04 1,938,180 08 442 365 1.0
% Increase B etween
2013 - 2017 2.8 44 36

Source: State of California, Department of Finance, “ E-4 Population Estimates for Cities, Counties and the State,
20112017, with 2010 Census Benchimark,” Sacramento, California, May 2017.
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Per Capita Personal |ncome

Per capita perscnal income information for the County, the State of California and the United States are
sumimari zed in the following table.

TABLE NO. 3
PER CAPITA PERSONAL INCOME
COUNTY OF SANTACRUZ,STATE OF CALIFORNIAAND UNITED STATES

2011 - 2015 ®@
Year County 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 48471 44,462
2014 54,585 50,988 46,414
2015 57,257 53,741 48,112

) Per capita personal income was computed using Census B ureau midyear population estirmates. Estimates for
20112015 reflect county population estirmates available as of March 2016.

@ Most recent year for which full year statistics are available.
Note: All dollar estimates are in current dollars (not adjusted for inflation).
Last updated: November 17, 2016 -new estinates for 2015; revised estimates for prior years.

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

E mployment and | ndustry
Services

Analysis prepared by the Santa Cruz County Workforce Devel opment B cardidentified five major economic
dusters that contribute significantly to the regional economy: technology, tourism, lifestyle enterprises,
agriculture, and ervironmental 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, automative repairs services,
amusement and recreation, and health services are all part of this sector. The sector includes very large
employers such as Plantronics, which devel ops computer software and business computer apyplications, and
Bluetocth Mobile headsets, the Santa Cruz Beach B oardwalk (employing 1,600 in the high season) and
Dominican Hospital (about 1,000 employees), as well as very small software development and business
service firms employing 10 or fewer.

New information technologies and the County’s proximity to Silicon Valley are factors that contribute to
growth in the areas of computer, networking services, and software devel opment, and the County’s |ocation
on the Monterey Bay National Marine Sanctuary contributes to growth in marine sciences’ research and
devel opment.
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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 segments of the industry have adapted successfully to changing consumer tastes, adopted
hew technologies and taken advantage of growing overseas markets. The agriculture econommy has become
highly diversified, producing over 2,000 kinds of crops in Santa Cruz County. According to the County’s
Agriculture Commissioner, the largest crops produced (by sales volume) are strawberries, rasphberries, cut
flowers, nursery plants and blackberries. There are 100 organic growers in the County.

Tourism

Santa Cruz County is an important vacation and recreation area. Miles of coastline and accessible beaches
border the second largest Marine Sanctuary in the world, an amusement park and other attractions, acres of
rechwood forest land, several State parks and beaches, U-pick farms, wineries, and the presence of a diverse
music and art scene, all in dose proximity to the Bay Area.

Commercial

In addition to traditional commercial and retail businesses, Santa Cruz County is hoime to many recreation
and personal lifestyle businesses started by local entrepreneurs with nationally—+recognized 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
by the Tannery Arts Center in Santa Cruz, the Visual, Applied and Performing Arts Division at Cabrillo
Cdllege, and the Digital Arts and New Media Program at the University of California, Santa Cruz.

12



The County is located in the Santa Cruz-W atsorwille Metropalitan Statistical Area (“MSA”). As of March
2017, six major job categories constitute 81.6% of the work force. These are government (21.4%),
educational and health services (17.1%), service producing (15.2%), leisure and hospitality (12.6%),
professional and business services (8.8% ), and manufacturing (6.5% ). The March 2017 unemployment rate
in the Santa Cruz-Watsorwville MSA was 8.5% (not seasonally adjusted to account for agricultural
employment). The State of California March 2017 unemployment rate (unadjusted) was 5.1%. The
employment in the Santa Cruz-Watsorville MSA is presented in the following table.

TABLE NO. 4
SANTACRUZ-WATSONVILLE MSA
WAGE ANDSALARY WORKERS BY INDUSTRY (!
(in thousands)

| ndustry 2013 2014 2015 2016 2017
Government 214 22.2 22.1 22.0 228
Other Services 39 42 43 45 4.6
Leisure and Hospitality 1.6 12.3 13.1 13.2 134
E ducational and Health Services 164 16.9 17.1 174 18.2
Professional and B usiness Services 9.5 94 97 9.7 9.4
Financial Activities 33 34 34 36 36
Information 0.8 08 08 0.8 0.8
Transportation, Warehousing and Utilities 1.3 1.3 14 1.4 1.4
Service Producing

Retail Trade 11.3 11.6 1.7 12.3 12.6

W holesale Trade 34 35 34 34 3.6
Manufacturing

Nondurable Goods 2.6 2.8 3.0 35 33

Durable Goods 3.1 3.2 35 3.7 3.6
Goods Producing

Mining, Logging and Construction 3.1 3.3 3.5 4.1 4.8
Total Nonfarm 91.7 4.9 97.0 0.6 102.1
Farm 45 4.8 5.2 4.5 4.5
Total (all industries) 96.2 9.7 102.2 1041 106.6

M Annually, as of March.
Note:  The unemployment rate is calculated using unrounded data. Data may not add due to rounding.

Source: State of California Employment Development Department, Labor Market Information Division, “Industry
E nployment & Labor Force -by month, March 2016 Benchmark.”
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The principal employers operating within the County during the Fiscal Year ended June 30, 2016 are as
fdlows:

TABLE NO.5
COUNTY OF SANTACRUZ
PRINCIPAL EMPLOYERS
FISCAL YEAR 2015/16

Number
Name of Company of Employees V ProductService
University of California at Santa Cruz 1,000-4,999 Education
Pajaro Valley Unified School District 1,000-4,999 Education
County of Santa Cruz 1,000-4,999 County Services
Dominican Hospital 1,000-4,999 Hospital
Santa Cruz B each B oardwalk 1,000-4,999 Amuserment/Recreation
CB North 1,000-4,999 Sports Recreation Clubs
Dutra Farns 1,000-4,999 Grocery W holesale
Cabrillo College 500-999 Education
City of SantaCruz 500999 City Services
Watsonville Community Hospital 500-999 Hospital
West Marine 500999 Retail
Plantronics 500-999 Telephone A pparatus Manufacturer

M Number of Employees reflects an average range based on California E mployment Devel opment Departrment data.
Source: County of Santa Cruz Comprehensive Annual Financial Report

The County is hot aware of any significant change since J une 30, 2016 to the principal employers shown
inTable No. 5.
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Commercial Activity

The following table summarizes the volume of retail and food services sales and taxable transactions for

the County for calendar years 2011 through 2015 (the maost 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 FoodServices  Transactions Issued Sales

Year $000's % Change Permits ($000's) % Change Permits
201 2,248131 8.1% 5,823 2,893 395 5.9 8,301
2012 2,375,320 57 5,835 3,056,694 56 8,320
2013 2525183 6.3 6,074 3,270,766 7.0 8,539
2014 2,610,443 34 6,274 3,382,117 34 8,735
2015 2,679,131 2.6 N/A 3,546,784 49 NA

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

The fdlowing table sets forth taxable transactions in the County and surrounding counties for 2010 through
2014 (the most recent year for which full-year statistics are available).

TABLE NO.7
TOTAL TAXABLE TRANSACTIONS
COUNTY OF SANTACRUZ ANDSURROUNDING COUNTIES
(in thousands)

2010-2014
% Change from

County 2011 2012 2013 2014 2015 2011 —2015
SANTACRUZ $ 2803305 §$ 3056694 § 3270766 § 3,382,117 $ 3,546,784 22.6%

San Mateo 13,020,643 13,906,978 14,611,618 15,298,434 15,478,010 189

Santa Clara 33,431,217 36,220,445 37,621,606 39,628,655 41,237,759 234

San Benito 486,490 530,017 560,238 560,376 607,831 24.9
Monterey 5,312,732 5,637445 5,910,531 6,200,747 6,406,117 20.6

Source: California State Board of Equalization, “ Taxable Sales in California.”
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Taxable transactions by type of business for the County are summarized below for 2011 through 2015 (the
most recent year for which fullyear statistics are available).

TABLE NO. 8
COUNTY OF SANTACRUZ
TAXABLE TRANSACTIONS BY TYPE OF BUSINESS
(in thousands)

2011 - 2015
2011 2012 2013 2014 2015
Retail and F ood Services
Motor Vehicle and Parts Dealers $ 257320 § 272,189 § 300,257 $ 303,969
Furniture and Home Furnishings Stores 47221 47,659 52,238 56,212
Electronics and Appliance Stores 66,499 68,525 66,165 65,301
B uilding Material, Garden Equip. and Supplies 247,364 251,652 279,264 290,117
Food and Beverage 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
Clothing and A ccessories Stores 139,153 147,701 160,507 166,076
S porting G oods, Hobby, B ooks, Music Stores 81,319 80,702 84,288 80,739
G eneral Merchandise Stores 238,918 260,340 272,124 278434
Miscellaneous Store Retailers 128,820 136,364 140,321 146,764
Nonstore Retailers 14918 26,359 51,546 58,799
Food Services and Drinking Places 354,433 383,382 413,375 448,005
Total Retail and Food Services 2,248,131 2375320 2525183 2610443 $2,679,131
All Other Outlets 645,264 681,374 745,583 771,673 867,653
Total All Outlets $2,893,395 $3,056694 $3270766 $3.382,117 $3.546,784

M Beginning in 2015, the State B oard of Equalization no longer publishes detail retail sales information.

Note: Detail may not compute to total due to rounding.
Source: California State B oard of Equalization, “Taxable Sales in California.”
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Building Activity

The following table summarizes building activity valuations for the County for the five calendar years from
2012 through 2016.

TABLE NO.9
COUNTY OF SANTACRUZ
BUILDING ACTIVITY AND VALUATION
{in $ thousands)

2012 - 2016
2012 2013 2014 2015 2016
Residential $ 68,932 $ 69559 $ 70,444 § 72,859 $102,391
Non-Residential 51,671 44,708 79,183 42 428 93,011
Total Valuation 120,603 $114,267 $149.627 $115,287 195,402
No. of New Dwelling Units:
SingleDwelling 20 M 13 101 116
Multi-Dwelling 173 32 _5 _62 202
Total New Units 253 126 118 163 318

Source: County of Santa Cruz
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FINANCIAL INFORMATION
E conomic Conditions and Outlook

The County, like many cther municipal entities, was not immune to the effects of the most recent economic
recession. The County’s General Fund revenues were hampered as a result of declining assessed values
and depressed consumer spending while employee retirement and health care costs continued to increase.
Even as the local economy recovered, between 2012 and 2016, expenditure growth outpaced revenue
growth. The County’s B udget for Fiscal Year 2017/18 (the “ Proposed B udget”) reflects revenues increasing
more than expenditures for just the second time in as many years. However, ongoing efforts to constrain
cost increases are challenging as the needs and requirements of the community continue to expand.

The Proposed B udget focuses on the following objectives:

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

+ Continuing to improve reserves;
¢ Reducing the budget deficit.

e Maintaining operations and addressing the increases in the costs of doing business induding
salaries, health and retirement benefits and other fixed costs;

e Maeeting the requirements of the B card’s budgeting principles;
e Providing additional financial information for use by the public.

The Proposed B udget includes funding for programs and projects which the Board has made a priority,
including the Nurse-Family Partnership and Thrive by Three programs, cannabis licensing, mental health
and substance abuse services, homel ess setvices, economic development, and technological improvements.
Other areas needing attention, such as facility improvements and funding for local roads and winter storm
recovery are also high pricrities for the coming 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 under the caption “ Taxable Property and Assessed Valuation” below. Recapture of prior years’
market value reductions continued in subsequent years and total value exceeded pre—recession levels by
2014/15. The County is projecting an overall 4 3% increase in assessed values for 2017/18, after an
increase of 5% in 2016/17. These increased assessed values also impact property taxes inHieu of vehicle
license fees (see “Other L ocal Taxes” below).

Sales Tax. The County has seen a relatively consistent, although small, growth in sales tax over the last 3
years, after taking into account the effect of $1.4 million one-time revenue fromthe end of the “triple flip’
(see “Other L ocal Taxes —Sales and Use Taxes” herein). In Fiscal Year 2016/17, the County anticipated no
growth in total sales tax revenue fromthe prior year, but growth in base sales tax is expected tobe 5%, after
deducting the one-time revenue. 1n 2017/18, base sales tax growth is prgjected to be 3.6% .

Transient Occupancy Tax. Tourism is important to the County’s econarry. The County continues to
experience significant annual increases in transient occupancy tax collections, due to both increasing
occupancy and institution of audit compliance procedures. Ih November 2012, voters approved a 1.5%
increase tothe transient occupancy tax rate which, together with higher occupancy rates, increased revenue
by 22% in Fiscal Year 2013/14. Actual transient occupancy tax for Fiscal Year 2014/15 increased another
17.6% fromthe prior year and increased a further 9.3% in Fiscal Year 2015/16. The County entered into
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an agreement with Airbnb to collect transient occupancy tax fromits custormers in 2016/17. The Proposed
Budget includes a 5% increase in transient occupancy tax in 2017/18 after an estimated increase of 8.%% in
2016/17, taking into account the impact of that agreement.

Voter-Approved Taxes.

e MeasureF. The voters approved Measure F inJ une 2014, authorizing a parcel tax on all improved
parcels of land in the unincorporated County at a rate of $8.50 per parcel. The anhual revenue is
estimated at $343,000 and is earmarked for deaning and maintaining park restroomms, County parks
and recreational areas, beaches and other open space areas.

e Cannabis Business Tax. The voters in the County approved Measure K in November 2014,
authorizing up to a 10% tax of the gross receipts of medical marijuana businesses 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 million 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
November 2016, voters in the County approved Measure E, expanding the tax to apply to all
canhabis—related businesses. This component of the tax generated approximately $250,000 in
Fiscal Year 2016/17, and is expected to generate $1.19 million in Fiscal Year 2017/18, the first full
year of the tax.

e Measure D. The voters in the County approved Measure D in November 2016, a one-half cent
additional sales tax for transportationelated expenditures, to be levied for 30 years. Local
jurisdictions, such as the County, will share in 309 of the annual sales tax for local transportation
purposes, with the balance used for regional projects.

Salaries and B enefits. The County continues to employ personnel cost control measures to reduce budget
imbalances. The County implemented a furlough for general employees from 2009/10 to 2012/13. Prior
to the implementation of the Affordable Care Act (the “ACA”) which required additional staffing, the
County had reduced its personnel by 20% County-wide. The furloughs were fully eliminated in Fiscal Year
2014/15. Employees also began contributing toward the employees’ share of their retirement cost (508 of
the 7% employees’ share in Fiscal Year 2014/15 and 100% in Fiscal Year 2015/16), and the County
increased salaries to compensate for the retirement cost contributions. The California Public Employees’
Retirement Plan (“CalPERS”) continues to revise their actuarial assumptions and increase contribution
rates, significantly impacting past budgets and the current Fiscal Year 2017/18 Proposed B udget.

Personnel. A total of 2,412.25 full<ime equivalent (“FTE") positions County-wide are recommended in
the Proposed B udget, of which 2,012.90 positions are financed by the General Fund. The Proposed B udget
shows 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 midhyear additions in
Health and Human Setvices, District Attorney’s office and Parks Department, 2.95 FTE positions added to
convert part-time to full-time positions and funding of 4 vacant positions in the Sheriff’s Department. No
filled positions are proposed to be deleted.

Sequestration. One factor not in the contral of the County, and not estimated at this 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 Developiment
and Community Development Block Grant Programs. There is also proposed elimination of State Criminal
Alien Assistance Program funds, which is a Department of J ustice 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 details of the federal budget are available, and to reduce programs
in line with any funding cuts.
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State Budget. The Governor of Califomia 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 hot known at this time. As in prior years, the County expects to
make supplemental budget changes when the State budget is adopted, and to reduce programns 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 estimates reflectedin its budget document. The County cannot guarantee
this will be the case again in Fiscal Year 2017/18. See discussion below 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
estimated increase in fund balance at the end of 2016/17. There is additional information under the heading
“Fiscal Year 2017/18 Proposed B udget Assumptions” below that describes significant changes between the
2016/17 estimated results and the Proposed B udget.

Fiscal Year 2017/18. The backdrop for the Proposed B udget are healthy Bay Area and County economies.
However, as part of the State’s proposed budget for 2017/18, the Governor’s overall message was one of
caution and saving for the future, due to lagging State revenues and the unknowns associated with a new
federal administration. Therefore, the proposed State budget pulls back on a variety of funding
commitments, as further described in“RISK FACTORS -State Budget.” Some of these issues will impact
the County including the proposed abandonment of the Maintenance of Effort agreement regarding In—
Home Supportive Services (“IHSS”) and requirement for counties to pay 35% of the non-federal costs of
providing IHSS. Negctiations regarding this funding are ongcing between the counties and the State at this
time. Fiscal 2017/18 will also be the second year of reduced State funding for CalwW ORKs. The County
also experienced storm damage during the winter 2017 rains and will need to provide matching funds to
leverage federal and State funding for road repair projects. Even with these challenges, the Proposed
B udget includes funding to maintain progress toward increasing General Fund reserves to 10% of budgeted
revenues. The County prgjects a reserve fund at the end of Fiscal Year 2017/18 of 9.1% of budgeted
revenues. The County also anticipates decreasing the ongoing structural deficit from the original projected
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, from budget savings realized in the prior year, primarily
salary savings from vacant staff positions or unused amounts budgeted for contingencies.

Budgetary Process and Administration

I n accordance with the provisions of Chapter 1, Division 3, Title 3, of the Government 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
commencing the followingJuly 1. The budget includes proposed expenditures and the means of financing
them. On or before June 30, public hearings are conducted to obtain public comments. On or before
October 2, the final budget is prepared by the Auditor-ControllerTreasurer-Tax Collector and is legally
enacted by adoption of a resolution.

The B oard approves all transfers of budgeted appropriation amounts between budget units within any fund
or between expenditure objects. Budgetary control is maintained at the object level. Object levels are
appropriation totals for salaries and employee benefits, services and supplies. All budgetary changes during
the budget year require Board action. No increase in the aggregate appropriations can be made unless the
County receives written certification of additional revenue from the sources of such revenue.
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Budget Policy

The County has adopted B udget Principles. The B udget Principles are designed to provide overall guidance
in the preparation, adoption, implementation and evaluation of the annual budget. The major principles
inclucle;

e encouraging public input,
e balanced budgeting,

e targeting the use of Fund Balance for one-time costs and cyclical rather than structural budgetary
imbal ances,

e maintaining prudent reserves for cashflow, and for unforeseen or emergency events,
e prioritizing funding decisions,

e responding to changing conditions,

e developing strategic approach to address unfunded liabilities,

e maintaining a five-year Capital | mprovement Program, and

¢ seeking cost recovery.

Fund Balance Policy

The County believes that sound financial management principles require that sufficient funds be retained
by the County to provide a stable finandal base at all times. To retain this stable financial base, the County
neeck to maintain unrestricted fund balance sufficient to provide financial reserves for unanticipated
expenditures and/or revenue shortfalls of an emergency nature. Committed, assigned and unassigned fund
balances (described below under “Financial Statements — GASB Staterment 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-time expenditures.

The pdicy is designed to achieve and maintain committed and assigned fund balance categories of no less
than 1096 of the upcoming year’s estimated General Fund budgetary revenues. The County B cardincreased
this percentage from 7% to 1% during Fiscal Year 2014/15, with the increase to be phased in over a period
of seven years, by Fiscal Year 2021/22. The County is budgeting the fund balance to be 9.1% of budgetary
revenues by the end of Fiscal Year 2017/18. Budgetary revenues are typically 5% to 6% higher than actual
revenues shown in its General Fund finandal statements because the budget includes revenue from
interdepartmental transfers that are eliminated in the preparation of the audited financial statements as
described below under “General Fund R evenues and Expenditures —Transfers In(Realignment).” Thetable
on the following page provides the budgetary and actual revenues for Fiscal Years 2014/15 and 2015/16.
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201415 2015/16

Budgetary Actual B udgetary Actual
| ntergovernmental Transfers $ 29475919 § 3987479 $ 28485925 $ 4,025,238
All Other Revenues 403,219,303 404,417,002 424,252,404 421,976,199
Total Revenues $432,695,222 $408,404,481 $452,738329  $426,001,437

General Fund Cash Flow

The General Fund County Budget includes programs which are provided on a largely countywide basis
(health care, welfare, courts and detention facilities) and municipal services to the unincorporated areas not
ctherwise induded in a special district. The programs and services are financed primarily by the County’s
share of property taxes, revenues fromthe State and federal government, and charges for services provided.
(See “RISK FACTORS —State Budget” herein).

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

The County’s Auditor-Control ler-Treasurer-Tax Collector has prepared a detailed analysis of the Fiscal Year
2016/17 General Fund cash flow (which indudes actual figures through March 2017) and of the projected
cash flow for Fiscal Year 2017/18. The cash flow projections are based on the County’s Proposed B udget,
submitted to the Board on May 16, 2017. During the month of J une 2017, the Board may make changes to
the Proposed B udget to indude additional expenditures and the source of funding for such additional
expenditures. The County does not expect to update the cash flow projections contained in the Official
Statement to reflect any supplemental iterms added to the Proposed B udget, but will provide a summary of
such iterrs as part of its disclosure obligation with respect to the Notes (see “APPENDIX C —FORM OF
CONTINUING DISCLOSURE CERTIFICATE”).

General Fund Revenues and E xpenditures
The receipts in tables that follow are categorized as:

e Taxes, detailed in Table No. 18 “Tax Revenues by Source,” which includes general property tax,
property tax inHieu of motor vehicle license fees, sales tax, property tax indieu of sales tax and
transient occupancy taxes,

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

¢ Fines and Forfeitures, which indudes municipal and vehicle code violations and criminal fines;

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

e Intergovernmental 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;

e Charges for Services, comprised of outpatient clinic fees (44% ), County overhead charges (3.4% ),
property tax administration fees (3.3%), consumer fraud penalties and cther charges such as
booking fees, court filing fees, fees for dispatch services and alarm response, recoding fees, plan
chedking, building inspection, park and recreation fees and cther municipal services (50.7%);
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o Miscellaneous Revenue; and

e 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 purpose.

The disbursements in the tables that fol low are categorized as Salaries and B enefits, Services and Supplies,
Other Charges, Fixed Asset Acquisition and an | nterdepartment Cost Allocation to offset the cost of services
provided by various General Fund departments to other General Fund functions.

Salaries and B enefits include direct personnel costs, pension and post-retirement benefits, health insurance
costs and workers’ compensation and unempl oy ment 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 24.8% is related to
health services and 65.2% is associated with social services, as well as debt service, including interest on
the Notes, and operating transfers in.

Disbursements shown as “Interfund L cans R epayments” represent advances to other County governmental
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 borrowing to provide such funds (see “Intrafund B orrowing
and Cashflow” below).

Fiscal Year 2017/18 Proposed B udget Assumptions

The County’s Proposed B udget 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 positions, offset
by additional staffing requirements.

Some key assumptions incorporated into the Proposed Budget, and related variances from Fiscal Year
2016/17 estirmates, are as follows:

o 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.

e 3.6% growth in overall sales tax revenue, net of the $1.39 cne-time 2016/17 sales tax increase for
the end of the “triple flip.”

e Transient occupancy tax increase of 5%, indluding, continued growth in demand and a full year
impact associated with the Airbnb rentals.

e Estimared $935,000 increase in Cannabis Licenses fee revenue relating to cannabis growers.
Increased Salary and B enefit costs for current staff under existing employee contractual agreements
and increased costs for retirement based on rising CalPERS rates.

e After elimination of 53 FTE longterm unfunded positions, assumed all vacant positions are filled,
less avacancy factor between 2% and 7% , depending on the department.

e Use of $7.4 million budget surplus from Fiscal Year 2016/17 to offset budget shortfall in Fiscal
Year 2017/18.
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As previously described the County’s health and mental health programns are largely paid for with State and
federal funding or by charging for services. Typically, an increase in the cost to provide particular programs
or anincrease in services provided will result in an offsetting increase in “ | ntergovernmental Revenues” or
“Charges for Services” revenues. Similarly, if a program cost decreases, as a result of serving fewer
patients, revenue from reimbursement of the costs will decrease. The significant changes in the Proposed
B udget are:

e Intergovernmental R evenues (net $11.9 million reduction):

- $2millionincrease in Short/Doyle mental heal th reimbursement, following the Fiscal Year
2016/17 reduction.

- $1.8 million increase in AB 118 State realignment funding, following the Fiscal Year
201617 reduction.

- $1.1 million reduction for SB 163 State J uvenile J ustice program funding.
- $2 million reduction in State grants for Crisis Peer and HRSA programs.

- $1.5million reduction in reimbursed health care expenses due to unfunded positions (offset
by reduced costs).

- $6.2 million of Telecare patient services reimbursed expenses reclassified to “Charges for
Services.”

- $3.8million reduction following Fiscal Y ear 2016/17 receipt of one-time grants, including
$2.3 million CDBG grant, $670,000 recovery center grant, $585,000 anti-terrorism grants
and $240,000 in storm damage assistance.

e Charges for Services (net $13.5 million increase):

- $6.2 million of Telecare patient services reimbursed expenses reclassified to “Charges for
Services.”

- $5.7 million anticipated growth in Federally Qualified Health Care program revenues for
increased services to be provided by filling vacant positions.

e Miscellanecus Revenue: $8.1 million reduction following Fiscal Year 2016/17 receipt of one-time
grants, including $6.75 million unanticipated Fiscal Year 2016/17 grants for health services
buildings improvements. .

e Salaries and Benefits:

- HealthServices Agency: Increase of $7.6 millionto fill 100 vacant positions for outpatient
dinics, mental health setvices and public health services.

- Human Services Department. Net increase of $1.6 million to fill 47 vacant positions after
elimination of 45 longterm unfunded positions.

- %7 million increase across all other departments for contract cost of living salary
adjustments and retirement contribution increased costs.

e Services and Supplies: Decrease of $4.5 million in the Human Services Department for expected

reduction of funding of CalWaorks and substance abuse disorders, offset by increase of $3 million
in Health Services Agency.
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e Other Charges (net $12.9 million reduction):

Decrease of $10.3 million from Fiscal Year 2016/17 one-time expenditures funded from
non—recurring revenue (primarily grant funds described above).

$1.2 million reduction in mental health inpatient care at State facilities following increase
in Fiscal Year 2016/17.

$1.1 million reduction in expenditure for State J uvenile J ustice program resulting from
reduced funding described above)

$850,000 decrease in County overhead due to completion of certain capital prjects in
Fiscal Year 2016/17.

e FixedAssets: Decrease reflects completion of implementation of the new financial systemin Fiscal
Year 2016/17.

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

COMPARISON OF 2016/17 ESTIMATED ACTUAL ANNUAL CASHFLOW
WITH FISCAL YEAR 2017/18 PROPOSED BUDGET

BEGINNING BALANCE

RECEIPTS:

PROPERTY TAXES

PROPERTY TAX IN LIEU OF VLF
SALES TAXES

OTHER TAXES

LICENSES AND PERMITS

FINES AND FORFEITURES
REVENUE FROM USE OF MONEY
INTERGOVERNMENTAL REVENUES
CHARGES FOR SERVICES
MISCELLANEOUS REVENUES
TRANSFERS IN (REALIGN)
TOTAL RECEIPTS

DISBURSEMENTS:
SALARIES AND BENEFITS
SERVICES AND SUPPLIES
OTHER CHARGES
FIXEDASSETS
COSTAPPLIED
CONTINGENCY

TOTAL DISBURSEMENTS @
ENDING CASH BALANCE

ALTERNATIVE LIQUIDITY @

201617 2017118
ESTIMATED PROPOSED %
ACTUAL O BUDGET CHANGE CHANGE
$ 36769569 § 37,194,253 § 424684 1.2%
$ 59314608 $ 62,547,178 § 3,232,570 54
29,959,002 31,154,637 1,195,635 4.0
12,154,242 11,149,000 (1,005,242 (83
12,718,162 14,274,036 1,555,874 12.2
13,943,322 14,501,485 558,163 4.0
4,639,934 4,728,520 88,586 1.9
2,552,533 2,565,024 12,491 0.5
239,740,124 227,841,391 (11,898,733 (5.0
59,512,280 73,008,738 13,586,458 22.8
14,890,711 6,107,737 (8,582,974 (584
25,942,981 25,119,388 (823,593) (3.2
$475,167,899 $473,087,134  § (2,080,765) (0.4
$253,805,783 $270,092,523  $16,286,740 6.4
140,311,441 138,823,461 (1,487,980) (1.1)
112,141,754 99,212,067 (12,929,687) (11.5)
1,727,079 224,000 (1,503,079 (87.0)
(33,242,842) (33,481,791) (238,949 0.7
- 5,624,618 5,624,618 100.0
$474,743,215 $480,494,878  § 5,751,663 1.2
$ 37,194,253 $ 29786509 § (7,407,744 (19.9
$ 38,850,000 $ 37,100,000 $ 1,750,000

M Actual through March 2017; estimated A pril -J une 2017.
@ Excluding $6,296,975 transfer to assigned fund balance in 2016/17.

@ The County has altermative liquidity sources that are available for shortterm borrowing. See “FINANCIAL
INFORMATION -Alternative Liquidity” herein.
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BEGINNING BALANCE

RECEIPTS:

PROPERTY TAXES

PROPERTY TAX IN LIEU OF VLF
SALES TAXES

OTHER TAXES

LICENSES AND PERMITS

FINES AND FORFEITURES
REVENUE FROM USE OF MONEY
INTERGOVERNMENTAL REVENUES
CHARGES FOR SERVICES
MISCEL LANEGUS REVENUES
TRANSFERS IN (REALIGNMENT)
TOTAL RECEIPTS

DISBURSEMENTS:
SALARIES AND BENEFITS
SERVICES AND SUPPLIES
OTHER CHARGES

FIXED ASSETS
COSTAPPLIED
CONTINGENCY RESERVES
TOTAL DISBURSEMENTS

INTERFUND LOANS /REPAYMENTS
INTRAFUND BORROWING @
TRAN PROCEEDS

TRAN REPAYMENT FUND

ENDING CASH BALANCE

TABLE NO. 11
GENERAL FUND CASH FLOW SUMMARY
FISCALYEAR 2017/18PROJ ECTION

luby Aucst Septerrber Ocicber Novarber Decerrber January Feruary Mach April May lune Total
$ 37194253 $ 66925054  $ 42683020 § 43470490  $ 19136974 $ 1,726,560 § 45904105 % 34207956  § 22565934 $ 2322974 $ 31,339,922 § 22331,359  $ 37194253
108,420 426681 1,050,215 235,621 159,759 28977782 425,640 201,567 305,453 19,474,470 5,827,383 5,354,186 62,547,178
- - - - - 15,577,319 - - - 15577319 - - 31,154,637
668,523 368,577 91,206 717,598 956645 912,561 680,723 GO7478 819,195 1,326 652 1,205,139 1,594,669 11,149,000
1,157,173 617,213 1,678,021 1,387,685 685,049 969, 720 1,242,354 8301393 681,266 1,525,861 1,539,758 1,626,513 14,274,036
1120843 3R 386 613,784 533,927 2,651,497 1,238412 802,846 1,265,719 806,589 1,830,438 1,719,293 1,547,753 14,501,485
63,871 294,495 257,712 315177 176031 436007 883,169 131,685 142,856 666347 682,988 678,003 4,728,520
220841 190,551 162,517 238326 196227 223,358 268,935 160,065 177137 200,0:0 238,568 279,460 2,565,024
(2,715,065 17,1 73 489 22,065,991 15,163,952 5476786 16846, 208 28,953,639 14,359,167 13913643 32,171,546 22,160,828 42,265,206 227,841,391
1.0d42,604 565,836 6,052,405 7,475,750 6,062,591 5,330,718 7,595,929 7,431,038 4,748,411 6,684,671 8,230,633 8,877,852 73,068,738
92,946 (18,460) 146,714 119,082 610,984 126,531 400,426 (24.454) 217,652 547,001 811,624 3,005,702 Q107,737
2,296,243 (26943) 1,895,837 2,330142 2,165424 2,252,513 3,980,000 2,300007 1,636309 2,248,860 2,151,010 1,889,896 25119388
4,056400 19,958,817 34,914,405 28,517,261 19,440,991 72924216 45,242, 660 27,502,756 23,448,511 85262534 44,576,225 67,182,300 473087134
11,158,221 28,930,490 18,265,894 32,805,226 19,793,840 20,408,108 20,318,125 19,558,827 28,205,476 20,624,977 21,550,931 28,672,407 270,002,523
53336 659,300 10,617,582 11,855,374 11,659,272 7,872,289 10,933,139 8,981,012 12,600,194 14,798,864 16,480,259 26,286,332 138,823,461
5325334 5511,838 6,917,075 5,954,485 6,790,084 5,093,462 10,537,195 6,718,651 7,808,951 9535172 12,261,798 16,/58,022 99,212,067
121 5316 6,09 14,708 38,815 1,784 15,848 10,888 8,730 11,080 14,011 96,614 224,000
(67,354 183,710 (1,586,525) (732,462) (3,028,827 (604, 302) (6. 204,417) (2,431,208) (876,800 (5,571,155) (5,311,260) (7258117 (33.481,791)
232,368 002,471 380,383 678997 412202 424,994 423,121 407,308 587373 429,511 448,793 597,007 5,624,618
16, /02,027 41,829,631 34,600,489 50,376,327 35,605,387 33,196336 36,028,012 33,245,418 48423918 39,828,450 45,444,523 65,154,355 480,494,878
(4,823,571) (2366221) 468,555 (2,474,450 (1,183,018 4,446,064 (820,797) (6,049, 3000 4732447 3582870 (1,140, 264) 5,427,145 -
47,000,000 - - - - - - - - - - 47,000,000
- - - - - (20,000,000) - - (20,000, 000) (/,000,000) - (17,000,000)
$ 66925054 § 42685020 § 43470490 $ 19136974 $ 1729560 5 45904105 § 34297956 § 22.565.934 $ 232297  § 31339922 §22,331.35¢ § 20786509 $ 29786509

M See “FINANCIAL INFORMATION —Intrafund B orrowing and Cashflow” and “Alternative Liquidity” herein.
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Fiscal Year 2016/17 E stimated R esults

Table No. 12 compares the Fiscal Year 2016/17 proposed and final budget projections with estimated actual
results for Fiscal Year 2016/17 (which includes actual results through March 2017, with prgjections for
Apxil, May and] une 2017). Table No. 13 presents the monthly estimated actual receipts and disbursements
for Fiscal Year 2016/17.

The largest increases o decreases between budgeted and estimated actual results for Fiscal Year 2015/16
result from the following:

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

Sales Taxes: Final one-time “triple flip” adjustment of $1.39 million together with additional base sales
tax growth of $500,000 over bucget.

Other Taxes: Implementation of cannabis licensing for growers commenced later in year than
antici pated, resulting in $500,000 reduction in revenue from budgeted amount.

Intergovernmental Revenues: $1.5 million in reduced Short/Doyle mental health reimbursement, $1.9
million in reduced AB 118 State realignment funding for CalWorks and CalFresh programs, $1 million
reduction in various cther federal programs and $1 million reduction in various cther State programs,
offset by $670,000 public safety grant for the recovery center, $500,000 increase in federal foster care
funding, $400,000 increase in AB 109 public safety realignment funding and $240,000 storm repair
assistance fromthe State.

Charges for Services: Reduced dlinic fees of $5.3 million due to unfilled positions, offset by $3 million
increased telecare patient revenue, decrease in planning services charged of $370,000 and lower
consumer fraud penalties of $330,000.

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

Transfers In; $635,000 reduced transfers from other funds for debt service due to Fiscal Year 2016/17
refinancings.

Salaries and Benefits: Health Services Agency had staff vacancies in excess of 2086 that were expected
to be filled during the year, primarily in clinics and mental health divisions. Human services also had
significant staff vacandies in 2016 that were not filled. There are currently 178 positions vacant in those
departments.

Other Charges: $1.2 million increase in mental health inatient care at State facilities and $6.75
million expenditure of ohe-time funds ($5 million from Central CalifarniaAlliance for Healthand $1.75
million transferred from mental health trust fund) offset by $680,000 reduced debt service due to Fiscal
Year 2016/17 refinancings.
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TABLE NO. 12
GENERAL FUND CASH FLOW SUMMARY
COMPARISON OF 2016/17 ESTIMATED ACTUAL ANNUAL CASHFLOW
WITH 2016/17 PROJECTION

CHANGE
2016117 2016117 2016417 FROM
PROPOSED FINAL ESTIMATED FINAL
BUDGET BUDGET ACTUAL BUDGET

BEGINNING CASH BALANCE $ 34450120 § 40,747,095 § 36,769,569 § (3,977,526)
RECEIPTS:

PROPERTY TAXES $ 57008333 § 58101,141 $ 59314608 $ 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)
MISCELLANEQUS 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 $260,970406  $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
FIXEDASSETS 202,457 1,598,517 1,727,079 128,562
COSTAPPLIED (32,059629 (33,197,629  (33,242,842) (45,213)
CONTINGENCY 4,092,021 3,764,449 - (3,764,449
TOTAL DISBURSEMENTS $469,654,702  $479561,448 $474743215 §$ (4,818233)
ENDING CASH BALANCE @ $ 26300394 § 32597369 § 37,194,253 § 4596884

M Excluding budgeted increase in assigned and committed fund balance.
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TABLE NO. 13
GENERAL FUND CASH FLOW SUMMARY
ESTIMATED FISCALYEAR 2016/17

luby Aucst Septerrber Ocicber Novarber Decerrber January Feruary Mach April May lune Total
BEGINNING BALANCE $ 36760569 $ 68864107 $ 46785786  $ 43035111  § 24802449 § 7597084  § 505/9,756  $ 39,541,180 $ 27597602  § 8502234 5 36573264 § 2618777  $ 36769569
RECEIPTS:
PROPERTY TAXES 102,817 404,626 495,937 223,444 151,502 27,480,149 408,642 161,150 289,667 18,467,984 5,526,212 5,077,469 59,314,608
PROPERTY TAX IN LIEU OF VLF - - - - - 14,979,501 - - - 14,979,501 - - 26,659,002
SALES TAXES 728,800 401,810 1,080,581 782,300 1,042,900 964,841 2,100 689,300 863,057 1,446 266 1,313,800 1.738,484 12,154,242
OTHER TAXES 1,031,041 549,637 1,495,116 1.236427 877,678 860, 750 1,106,937 739,880 607,008 1,359,568 1,371,924 1,451,895 12,718,162
LICENSES AND PERMITS 1,077,701 356130 560,159 513,376 2,549,441 1,190,745 771,943 1,217,00 775543 1,759,984 1,653,117 1,488,181 13,643,322
FINES AND FORFEITURES 62,674 283978 252,884 300,272 172,733 427,927 866 623 126,218 140180 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 176274 208,022 237,400 278100 2,552,533
INTERGOVERNMENTAL REVENUES (2,856,850 18,067,196 23,218,360 15,955,870 5,762,804 17,725,980 30,465,707 15,100,057 14,640,266 33,851,665 23,327,620 44,472,456 239,740,124
CHARGES FOR SERVICES 848,821 480667 4,927,477 6,086,274 4,935,771 4,336,927 6184116 6,049,872 3,865,850 7,884,879 6,700,851 7227774 59,512,280
MISCEL LANEGUS REVENUES 223,600 (44,430 352,948 286,474 1,469,839 31,61 684,952 (59,047) 523,603 1,316001 1,952,470 7,372,692 14,660,711
TRANSFERS IN (REALIGNMENT) 2,371,530 (27,8260) 1,957,996 2,406,541 2,236422 2,326,360 4,110,493 2,375,511 1,689,959 2,322,594 2,221,535 1,951,859 25942981
TOTAL RECEIPTS 3,809,895 20646713 35,033,185 28,037,142 19,394,362 70,890,067 45,904,138 26,901,228 23,601,407 84,250,334 44,975,129 71,724,298 475,167,899
DISBURSEMENTS:
SALARIES AND BENEFITS 10,485,374 27185904 17,164,450 30,639,111 18,600,260 19,177,487 19,002,930 18,379.418 26,504,660 19,381, 280 20,251,398 26,943,444 253,805,783
SERVICES AND SUPPLIES 53,908 6,001,450 10,731,387 11,982,446 11,784,242 7,956,608 11,055,380 9,077,275 12826214 14,957,486 16,656,903 26,568,082 140,311,441
OTHER CHARGES 5118442 6,283,051 7,884,908 6,787,633 7740149 5806136 12,011,554 7,658,721 8,901,575 10,860,328 13,977,462 19,102, 96 1214,754
FIXED ASSETS 936 40,985 46,872 113,399 299,271 13,758 122191 93,949 67313 85475 108,024 734907 1,727,079
COSTAPPLIED (66.873) 187,363 (1,575,202) (727,235 (3.004211) (599,989) (6.160,138) (2,413919 (870,549) (5,531,395) (5,273,369 (7,204,331) (33,242,842
TOTAL DISBURSEMENTS 15,591,786 40,358,813 34,252,415 48,795,354 3546710 32,354,059 36121,917 32,79546 47,420,222 39762173 45, 720,422 00,144,897 474,743,215
INTERFUND LOANS /REPAYMENTS (4,823,571) (2366221) 468,555 (2,474,450 (1,183,018 4,446,064 (820,797) (6,049, 3000 4732447 3582870 (1,140, 263) 5,427,145 -
INTRAFUND BORROWING @ - - - - - - - - - - - - -
TRAN PROCEEDS 48,500,000 - - - - - - - - - - - 48,500,000
TRAN REPAYMENT FUND - - - - - - (20,000,000) - - (20.00G, 000) (8,500,000 - (48,500,000)
ENDING CASH BALANCE § 68864107 $ 46785786 § 48.035111 § 24802449 § 7507081 § 5057075 § 3051180 § 27507602 § 8502231 § 36573261 § 2618247 § 37194253  § 37194253

" See “FINANCIAL INFORMATION - ntrafund B orrowing and Cashflow” and “Alterative Liquidity” herein.

30



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
rall” is that part of the assessment rall 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 roll.”

Property taxes on the secured rall are due in two installments, on November 1 and February 1 of the fiscal
year. If unpaid, such taxes become delinquent on December 10 and April 10, respectively, and a 10%
penalty attaches to any delinquent payment in addition to a $20 cost on the second installment. On July 1
of each fiscal year any property which is delinquent will become defaulted. Such property may thereafter
be redeermed by payment of the delinguent taxes and the delinquency penalty, plus a redemption penalty of
IV5% per month to the time of redemption, together with any cther charges permitted by law. If taxes are
unpaid for a period of five years or more, the property is subject to sale by the County Tax Collector.

Property taxes on the unsecured roll become delinquent, if unpaid on August 31. A 10% penalty attaches
to delinquent taxes on property on the unsecured roll, and an additional penalty of 115% per month begins
to accrue on November 1 of the fiscal year. The County has four ways of cdlecting delinquent unsecured
personal property taxes: (1) a civil action against the taxpayer; (2) filing a certificate in the office of the
County Clerk specifying certain facts in order to obtain ajudgment lien on certain property of the taxpayer;
(3) filing a certificate of delinquency for record in the County Recorder’s Office, in order to obtain a lien
on certain property of the taxpayer; and (4) seizure and sale of personal property, improvements or
possessory interests belonging 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.

Pursuant to the Teeter Plan, the County adopted Resolution 541-93 on October 5, 1993 adopting the Teeter
Plan. Generally, the Teeter Plan provides for a tax distribution procedure by which secured rall 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 cdlections. 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 anticipates property taxes to be apportioned within Fiscal Y ear 2016/17 during December, April and
June, with the balance of the levy to be apportioned on or before ) 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 follows:
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CurrentY ear’s Total
Fiscal Year Delinguency Rate  Delinquency Rate

200910 3.0% 5.31%

201011 2.4 3.98

2011712 1.9 3.92

201213 1.5 3.77

2013114 1.2 2.94

201415 1.2 2.86

2015/16 1.1 233

2016/17 1.1 2.30 (Estimate)
201718 1.1 2.30 (Proposed)

The delinquency rates represent the current year delinquencies (see “TABLE NO. 16” below) together with
past years’ delinquendes that continue to accrue interest until paid. The County bases budget estimates for
penalties and interest on unpaid taxes on these delinquency rates.

In addition, pursuant to the Teeter Plan, the County is required to establish a tax losses reserve fund to cover
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 owed). The appropriate amount in the fund is
determined by one of two methods: (1) an amount not less than 1% of the total amount of taxes and
assessments levied on the secured rall 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 |osses reserve fund is
fully funded in accordance with the County’s most current election (on October 29, 2013) to be governed
by the second alternative at $2,759,241 as of June 30, 2016. Accordingly, any acdditional 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 below 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
determining the full cash value of real property and the maxi mum ad valoremtax on real property. The full
cash value, once established, is subject to annual adjustment 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 provides 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 into account reductions in val ue due to damage, destruction, obsolescence or other factors causing a
decline in market value. Reductions based on Proposition 8 do not estallish new base year values, and the
property may be reassessed as of the following lien date up to the lower of the then—current fair market
value or the factored base year value. The County saw Proposition 8 reductions in property values between
Fiscal Years 2008/05 and 2012/13. Such reduction are reflected in the assessed values shown below in
Table No. 14. See “RISK FACTORS - Constitutional Limitation on Taxes and Appropriations —Article
XIHA” and “-Proposition 8 Adjustments” herein.
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TABLE NO. 14
COUNTY OF SANTACRUZ
GROSS ASSESSED VALUE OF ALL TAXABLE PROPERTY
(INCORPORATED CITIES AND UNINCORPORATED COUNTY AREAS)

Fiscal Year Secured Unsecured Total Change
201112 $32,332,270,918 $767,714,452 $33,099,985,370
201213 32,033,769,082 767,064,323 32,800,833,405 (0.9%
2013714 33,301,783,628 764,939,349 34,066,722,978 39
2014415 35,662,018,950 823,368,900 36,485,387,850 7.1
2015716 37,958,881 477 873,141,038 38,832,022,515 6.4
2016417 39916,762,241 876,800,414 40,793,571,655 5.1

M Incuding homeowners’ exermption values.

Source: County of Santa CruzA uditor-Controller-Treasurer-Tax Collector.

Proposition 8 Adjustments. There are approximately 100,000 taxable secured parcels and 11,000 taxable
unsecured parcels in the County. Under Proposition 8 (see “RISK FACTORS —Constitutional Limitation on
Taxes and Appropriations — Proposition 8 Adjustments,”) since the great recession, the County Assessor
reduced the assessed value of properties throughout the County from the maximum amount that could be
assessed on such property under Proposition 13 (see “RISK FACTORS —Constitutional Limitation on Taxes
and A ppropriations —Artide X I11A as follows:

Fiscal Year No. of Parcels
2010/11 18,253

201112 21,000 (approximate)
2012113 26,271

2013/14 23,808

201415 12,489

2015/16 9,651

2016/17 7,663
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L argest Taxpayers. The largest taxpayers in the County for the 2015/16 Fiscal Year are shown below.

TABLE NO. 15
COUNTY OF SANTACRUZ
LARGEST TAXPAYERS
2015/16
Assessed
Taxpavers Type of B usiness Valuation
Pacific Gas & Electric Company Gas & Electric Utility $260,292,585
Santa Cruz S easide C ompary Amusement Park 95,937,503
Watsornville Hospital Hospital 60,672,139
Pacific B ell Telephone Co. Telephone Utility 49,711,430
Bei-S cott Company, LLC Property Management 45,711,076
SC Beach Hotel Partners Hotel Operator 45,222 872
Cypress Point Real Estate Investors  Real Estate 45,097,348
Paradise Park Mascnic Club Inc. Housing Development 36,885,594
S. Martinelli & Company B everage Producer 36,594,749
Lockheed Martin Aerospace Company 35,566,458

$711,691,754

% of Total

Assessed Valuation

2015/16
0.7%
0.3
0.2
0.1
0.1
0.1
0.1
0.1
0.1
01
2.0%

Source: County of Santa Cruz Comprehensive Annual Financial Report, Fiscal Y ear ended ] une 30, 2016.

Tax Collections. The County reports tax collection data on a County-wide basis for secured taxes only as
set forth in Table No. 16.

Fiscal Total
Year Secured Tax

E nded Levy for

June 30 Fiscal Year

2012 $395,546
2013 399,146
2014 418,414
2015 443,002
2016 470,552

TABLE NO. 16
COUNTY OF SANTACRUZ

SECUREDTAX LEVIESAND COLLECTIONS

(in thousands)

Collections within the Fiscal Year Collections

of the Levy in Total
Percentage Subsequent Tax Percentage

Amount of Levy Years Collections of Levy
$388,135 98.1% $1,040 $389,175 98.4%

393,223 98.5 2,025 395,248 99.0

413,276 98.8 2,120 415,486 99.3

437 476 98.8 2,695 440,171 98.8

465411 98.9 - 465,411 98.9

M Secured tax levy for the County, school districts, cities and special districts in the County under the supervision
of independent governing boards.

Source: County of Santa Cruz Comprehensive Annual Financial Report
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R edevelopment Agencies. The California Redevelopment Law (Part 1 of Division 24 of the Health &
Safety Code of the State) authorized the redevel opment agency of any city or county to receive an all ocation
of tax revenues resulting from increases in assessed values of properties within designated redevel opment
project areas (the “incremental value”) occurring after the year the project areawas formed. |n effect, local
taxing authorities, such as the County, realized tax revenues only on the assessed value of such property at
the time the redevelopment project was created for the duration of such redevel opment project, except to
the extent a redevelopment agency made payments by agreement or in some cases, pursuant to a statutory
formula. There have been numerous redevelopiment projects formed in the County. Table No. 17 sets forth
total County assessed valuations and redevelopment prgject incremental values for all redevel opment
prgjects County-wide.

TABLE NO. 17
COUNTY OF SANTACRUZ
TOTAL AND NET PROPERTY TAX VALUATIONS
Total R edevelopment

Fiscal Assessed Agency Net

Year Valuation Incremental Value Value
201213 $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
2014415 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
2016117 40,793,571,655 7,897,697,832 32,895,873,823

Source: County of Santa Cruz A uditor-Controller-Treasurer-Tax Collector.

The State Legislature approved a bill, AB X1 26, during the 2011,/12 State budget process. AB X1 26
eliminated redevelgpment agencies State-wide. On December 29, 2011, the California Supreme Court
issued its opinion and upheld AB X 1 26. As a result of the decision, all California redevelopment agencies,
including the County’s Redevel opment Agency and other redevel opment agencies formed by cities within
the County, were dissolved as of February 1, 2012. Certain tax revenues allocable to the County’s former
Redevel opment Agency will continue to be available to the County, as successor agency to the County’s
Redevel opment Agency, to pay certain obligations of the former Redevelopment Agency, 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 redevel opiment agencies formed by cities within
the County. Any General Fund impact resulting fromAB X 1 26 (and subsequent Legislation AB 1484)
were i ncorporated into the County’s budget beginning in 2012/13. As a result of redevelopment dissol ution,
the following one-time revenues and residual property taxes have been received or are budgeted to receive
by the County.

Fiscal Year One-Time Residual

201112 $ 74,000 $ 184,000
2012/13 448,000 481,000
2013/14 - 761,000
2014/15 - 1,146,000
2015/16 - 1,549,000
2016/17 (Estimate) 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 tosell during Fiscal Year 2017/18. |f such sale occurs,
the County will receive a portion of the proceeds.
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Other Local Taxes
In addition to ad valorem taxes on real property, the County receives the following local taxes:

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

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

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

OnMarch 2, 2004, voters approved a bond initiative formal ly known as the “ California Economic R ecovery
Act.” This act authorized the issuance of $15 billion in bonds to finance the 200203 and 2003,04 State
budget deficits, which would be payable from a fund to be established by the redirection of tax revenues
through the Triple Flip as described more fully below.

Under the “Triple Flip,” one-quarter of local governments’ 1% share of the sales tax imposed on taxable
transactions within their jurisdiction will be redirected to the State. In an effort to eliminate the adverse
impact of the sales tax revenue redirection on local government, the legislation provides for property taxes
in the ERAF to be redirected to local government. Because the ERAF moneys were previously earmarked
for schools, the legislation provides 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 statements.

Cannabis Business Tax. In November 2014, voters approved a tax of up to 109 on the gross sales of
medical marijuana businesses in the unincorporated County. The initial year tax was establishedat 7% , and
collection began in December 2014, In November 2016, vaters approved expandling the tax to apply to all
cannabis—rel ated businesses.

Property Tax In-Lieu of Motor Vehicle License Fee. The payments of property tax indieu of Motor

Vehicle license fees (“VLF") are a State backfill from property tax revenues for a portion of the VLF fees
collected statewide.
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TABLE NO. 18
COUNTY OF SANTACRUZ
TAX REVENUES BY SOURCE

Proposed
E stimated B udget

2013114 201415 2015/16 201617 2017118
Transient Occupancy Tax $551398 $648217 $ 7083724 § 7714832 $ 8100574
Property Transfer Tax 1,906,116 2,242 933 2,266/471 2,255,054 2,367,806
Cannabis B usiness Tax - 978,009 2,504,043 2,437,041 2,558,893
Other Taxes 72,117 76,789 82,685 59,603 59,603
Sales Tax 9,839,957 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 '@ 50,608,888 52866506 _ 57,042,755 _ 59314608 _ 62,547,178
Total Tax Revenues $92 958,333 §$99687,026 $107566543 §113,894,382 $117,937,691

) Does not reflect amounts paid by the State inHieu of sales tax. Property taxes paid in lieu of sales tax under the
“Triple Flip” are included in the Sales Tax figures.

@ Due to redevelopment dissolution (see “Taxable Property and Assessed Valuation - Redevelopment Agencies’
above), the County received certain one-time revenues, as well some ongoing residual property tax, both included
in Regular Property Taxes above.

Source: County of Santa Cruz

State and Federal Funds

A significant source of the County’s revenues comes from State and federal funds. Payment of State funds
depenck on the adoption by the State of its budget, induding the appropriations therein providing for local
assistance. These revenues are shown in the accompanying financial statements as “intergovernmental
revenues” (see “RISK FACTORS -State Budget” herein). The following table sets forth the State and federal
fundk received by the County:

TABLE NO. 19
COUNTY OF SANTA CRUZ
STATE AND FEDERAL FUNDS

Proposed

Estimated B udget

Source 2013/14 201415 2015/16 201617 201718

State Funds:

VLF InLieu Taxes $ 6222320 § 6332401 § 4884287 $ 4993214 § 4,981,276
Proposition 172 15,725,161 17,408,947 17,347,814 18,029,896 18,531,580
All Other State Funds 112,739,696 132,892,723 134,682,171 146,741,787 138,904,242
Total $134,687,177  $156,634,071  $156914,272  $169,764,807  $162,417,098
Federal Funds $ 66,802,316 § 63099261 $ 63,740,129 $ 69975227 § 65,424,293

Total All Gov't Agencies $201,579,493 $219,733,332 $220,654,401 $239740,124  $227,841,391

Source: County of Santa CruzAnnual B udget.
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The significant categories of state aid include additional taxes inHieu of VLF for a portion of fees realigned
to the Health Services Agency, Proposition 172 (sales tax dedicated to public safety uses) and
reimbursement for programs such as Aid to Families with Dependent Children, In‘Home Supportive
Services, Medi-Cal, food stamps, Short/Doyle medical and mental health services, AB 109 realignment,
andAB 118food programs. The significant categories of federal aid include various health programs, foster
care programs, Aid to Families with Dependent Children, adoption assistance program, food stamps and
child welfare prograns.

Other Revenue Sources

Licenses and Permits. These revenues consist primarily of building construction permit 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 cther fines for municipal code violations.

Use of Money and Property. These revenues consist primarily of investment eamings and
rental /concession income.

Charges for Services. The County charges recording fees, booking fees, court filing fees, fees for dispatch
services and alarm response, plan checking, building inspection and other municipal services.

I ntrafund Borrowing and Cashflow

Tothe extent necessary, the County has used intrafund borrowing to cover cash needs at certain times during
the year. “Intrafund borrowing” is borrowing for General Fund purposes against the County’s own funds
heldin trust pending allocation. “Interfund borrowing’ is borrowing from the funds of other governmental
entities whose funds are held in the County Treasury. Should the County find it necessary to resort to
interfund borrowing, then such borrowing, 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 borrowing during some fiscal years but did not need to use intrafund borrowing during 2016/17
and does not expect to use intrafund borrowing during Fiscal Year 2017/18. In general, the County’s
intrafund borrowing assists with funding loans the County provides during the year to other governmental
agencies, such as fire districts. This allows such agencies to avoid issuing their own tax and revenue
anticipation notes. Such loans to other governmental 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 own funds held in trust for health services, available for the purpose of
short-term intrafund borrowing (shown as advance from grantors and third parties on the General Fund
bal ance sheet).

Alternative Liquidity

The County also has alternative liquidity sources that are available for short-term borrowing. As shown 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
Equipment | nsurance, Risk Management, State U nemployment | nsurance 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 insufficient receipts to make any required depesit in the R epayment Account, the internal
service funds can be accessed immediately without B oard approval. The Buena Vista Landfill Post Closure
Fund and Mental Health Trust Fund require Board approval 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 projected balance of these sources as of
June 30, 2017, andJ une 30, 2018 is set forth below.

Actual E stimated E stimated

Fund | une 30, 2016 J une 30, 2017 | une 30, 2018 ("
Information S ervices $ 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 mployee B enefits —Staffing 1,318,858 600,000 600,000
Dental Health Self | nsurance 1,143,503 1,000,000 1,000,000
Liability & Property Insurance 11,612,774 10,000,000 10,000,000
DPW Heavy Equipment I nsurance 356,878 350,000 350,000
Risk Management & Self Insurance 703,018 750,000 750,000
State U nemployment | nsurance 549,758 500,000 500,000
Workers’ Compensation Self Insurance 12,913,933 12,000,000 12,000,000
Subtotal I nternal Service Funds $33,745,764 $30,150,000 $29,900,000
Mental Health Trust Fund ¥ 849,122 2,500,000 1,000,000
Alternative Liquidity Excluding B uena

Vista Landfill Post-Closure Fund $34,594,885 $32,650,000 $30,900,000
Buena Vista Landfill Post-Closure ¥ 6,231,289 6,200,000 6,200,000
Total Alternative Liquidity $40,826,174 $38,850,000 $37,100,000

m

June 30, 2017, balances are estimated at the A pril 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
determine the estimated balances for J une 30, 2018.

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

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) provide a cushion to mitigate risk associated with mental health managed care
prograns, (2) provide an audit reserve for disallowed mental health costs, and (3) hold possible future repay ment
of grant funds.

B uena Vista Landfill Post Closure Fund - Available for the General Fund to borrow, but must be repaid within
the same fiscal year. For Fiscal Year 2016/17, these amounts would be available at the June 29, 2017 maturity of
the 20162017 Tax and R evenue A nticipation 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 the June 28, 2018 maturity of the Notes.

Source: County of Santa Cruz A uditor-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 onJune 29, 2017, and the County has mack the required set-asides for such notes as
of May 31, 2017. All other notes have been repaid on their respective maturity dates.

L ong-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 delbxt.

L ease Obligations. The County has made use of various lease arrangements with joint powers authorities
to finance capital projects and purchase equipment through the issuance of certificates of participation and
lease revenue bonds. U pon expiration of these leases, title to the prgjects or equi pment vests in the County.
There are currently nine outstanding certificates of participation and lease revenue bonhds aggregating $69
millionin principal amount. All issues are fixed rate obligations. The County also leases other assets under
both operating and capital leases.

The County anticipates the issuance of additional debt during Fiscal Year 2017/18. Such debt is expected
to include $8.4 million in Clean Renewable Energy B onds secured by |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
SUMMARY OF LONG-AND INTERMEDIATE-TERM OBLIGATIONS
{in millions)
Principal tobe Estimated
Original Outstanding 201718 Final
| ssue asof 630/17 Payments Maturity
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 4995 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 B onds (" 11.810 11.005 0.866 2034
2015 Taxable Lease Revenue Refunding B onds, Series A @ 13.770 10.915 1.753 2025
2015 Lease Revenue Bonds, SeriesB © 9.945 9530 0.593 2035
2016 Refunding Certificates of Participation 10.500 10.500 1.155 2036
CERC Loan 0173 0.058 0.017 2018
89453 68.864 7.565

Capital Leases 10.113 7.720 1.173 2027
TOTAL LONG-AND INTERMEDIATE-TERM
OBLIGATIONS $99.566 $76.584 $8.738

M Approximately 57% of annual debt service is reimbursed by CSA 9C.

@ Approximately $800,000 of the annual debt service is reimbursed by the Santa Cruz County Flood Control and
W ater Conservation District and the Pajaro Storm Maintenance District.

®  Approximately $65,000 of annual debt service is reimbursed by County Service Area 11.
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Contingent Liability. The County is a participant in the Monterey Bay Community Power joint powers
authority (“MBCP”). MBCP is a regional project among 19 local government agencies in Santa Cruz,
Monterey and San Benito counties that aims to provide electricity to residents and businesses through the
Community Choice Energy (CCE) model enabled by State in 2002. The MBCP was formed in early 2017
and is expected to start serving customers in Spring 2018, MBCP obtained a loan commitment from a bank
to provide up to $3 million in start-up costs. The bank will require the three counties that are a party to the
joint powers authority to each guaranty repayment of some 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
million. The County expects to approve the guaranty during June 2017, with the loan to MBCP funded
during August 2017. The MB CP |oan bears interest at a variable rate and the balance drawn at the end of
12 months converts to a fixed rate with a repayment term of 5 years.

Retirement Program

This caption contains certain information relating to the California Public Enmployees Retirement System
(" CalPERS”). The information is primarily derived from information produced by CalPERS, its
independent accountants and its actuaries. The County has not independently verified the information
provided by CalPERS and makes no representations nor expresses any opinion as to the accuracy of the
information provided by CalPERS.

The comprehensive annual finandal reports of CalPERS are available on its Internet website at
www.calpers.ca.gov. The CalPERS website also contains CalPERS’ most recent actuarial val uation reports
and other information concerning benefits and other matters. The textual reference to such Internet website
is provided for convenience only. None of the information on such Internet website is incorporated by
reference herein. The County cannot guarantee the accuracy of such information. Actuarial assessiments
are “ forwarcHooking” staterrents that reflect the judgment of the fiduciaries of the pension plans, and are
based upon a variety of assumptions, one or more of which may not materialize or be changedin the future.

Plan Description. The County provides retirement benefits, disability benefits, periodic cost-ofHiving
adjustrments, and death benefits to plan members and beneficiaries (the “Plans”). The Plans are part of
CalPERS, an agent multiple-empl oyer plan administered by CalPERS, which acts as a common investment
and administrative agent for participating public employers within the State.  Benefit provisions are
established by State statute and by County contracts with employee bargaining groups. The Plans as
described herein covers three separate employee groups - Miscellaneous, Safety and Safety Sheriff.

California Public Employees’ Pension Reform Act of 2013. On September 12, 2012, the Governor
signed into law the California Public Employees’ Pension Reform Act of 2013 ("PEPRA”), which made
changes to CalPERS Plans, most substantially affecting new employees hired on or after January 1, 2013
(the “Implementation Date”). For non=safety CalPERS participants hired on or after the Implementation
Date, PEPRA changed the normal retirement age by increasing the eligibility for the 2% age factor from
age 55 to 62 and increased the eligibility requirement for the maximum age factor of 2.5% to age 67.

PEPRA also: (i) requires all new participants enrolled in CalPERS after the Implementation Date to
contribute at least 5096 of the total annual hormal cost of their pension benefit each year as determined by
an actuary toamaximumof 8% of salary, (ii) requires CAPER S todetermine the final compensati on amount
for employees based upon the highest annual compensation earnable averaged over a consecutive 36-month
period as the basis for calculating retirement benefits for new participants enrolled after the | mplementation
Date, and (iii) caps “pensionable compensation” for new participants enrolled after the I mplementation
Date at 100% of the federal Social Security contribution and benefit base for members participating in
Sodal Security or 120% for members not participating in social security, while excluding previously
allowed forms of compensation under the formula such as payments for unused vacation, annual leave,
personal leave, sick leave, or compensatory time off.
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Benefit Tiers. In 2012 the County established two tiers of benefits for employees in each of the employee
plans (Miscellaneous, Safety and Safety Sheriff), based on date of hire (“Tier 17 and “Tier 2”). Benefits
were reduced for Tier 2 employees in the Safety and Safety Sheriff’s Plans hired on or after June 9, 2012.
B enefits were reduced for employees inthe 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 subject to PEPRA
("PEPRA Tier 3"). Ultimately, PEPRA is expected to reduce the County’s long-term pension obligation as
existing empl oyees retire and new employees are hired to replace them.

The Plans’ provisions and benefits in effect at J une 30, 2015, are summarized as follows:

Miscellaneous Plan

Tier 1 Tier 2 PEPRA Tier 3
Benefit Formula 2% at 55 2% at60 2% ar62
Benefit Vesting Schedule 5 years 5 years 5years
Earliest Retirement Age 50 50 52
Maximum B enefit Factor 2418% at63 24186 at63 2.5% at67
Final Compensation 12 months 36 months 36 months
Required Employee Contribution Rates 7% 7.09% 6.25%
2016 E mployer Contribution R ates 17.3% 17.3% 17.3%

Safety Plan

Tier 1 Tier 2 PEPRA Tier 3
Benefit Formula 2% at 50 2% at 50 2.7% at 57
Benefit Vesting Schedule 5Y ears 5Y ears 5Y ears
E arliest Retirement Age 50 50 50
M aximum B enefit Factor 2.7% @ 55 2.7% @ 55 2.7% @ 57
Final Compensation 12 Months 36 Months 36 Months
Required Employee Contribution R ates 9.0% 9.0% 10.0%
2016 E mployer Contribution R ates 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 Vesting Schedule 5Y ears 5Y ears 5Y ears
E arliest Retirement Age 50 50 50
M aximum B enefit Factor 3% @ 55 I @ 55 2.7% @ 57
Final Compensation 12 Months 36 Months 36 Months
Required Employee Contribution R ates 9.0% 9.0% 12.0%
2016 E mployer Contribution R ates 35.6% 35.6% 35.6%

Funding Policy. Active members in the Plans are required to contribute a percent of their annual covered
salary as shown in the charts above. InFiscal Year 2015/16, the County paid 3.5% of the required employee
contribution on the behal f of Tier 1 and Tier 2 Miscellanecus Plan employees inthe General Representation
employee bargaining group. Those employees make up approximately 58% of the workforce. All other
employees pay their own employee contributions towards retirement. The County phased out its
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contribution of the employees’ share for the Tier 1 and Tier 2 General Representation employee bargaining
group for Fiscal Year 2016/17, with offsetting salary adjustments.

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 covered salary. However, as a result of labor
hegatiations PEPRA Tier 3 Miscellaneous members contribute 7% of anhual covered salary upto $117,200.
If 7% is greater than one half the normal cost of the employees’ retiremment 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 below 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 129 of annual covered salary.

Actuarial Methods and Assumptions Used to Determine Total Pension Liability, The fotal pension
Hakilities inthe June 30, 2014 actuarial valuations, rolied forwardto ) une 30, 2015, using standard upcate
procedures, were determined using the following actuarial assurmptions:

Valuation Date June 30, 2014
Measurement Date June 30, 2015
Actuarial Cost Method E ntry-Age Normal Cost Method
Actuarial Assumptions:

Discount Rate 7.65%

Inflation 2.75%

Payrd| Growth 3.0%

Projected Salary Increase Varies "

[nvestment R ate of Return 7.65% 9

Mortality &

Post R etirement Benefit | ncrease Contract cost of living acjustment up

to 2.75% until Purchasing Power
Protection Allowance Floor on
Purchasing Power applies, 2.75%
thereafter

M Depending on age, service and type of employment.
@ Net of pension plan investrment expenses, including inflation.

@ 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 CalPERS 2014 Experience Study.

All other actuarial assumptions used in the J une 30, 2014 valuation were based on the results of aJ anuary
2014 actuarial experience study (“Experience Study”) for the period 1997 to 2011. Further details of the
Experience Study can be found on the CalPER'S website under “Forms and Publications.”

Recent Changes in Actuarial Assumptions. On March 14, 2012, the CalPERS B oard approved a change
in the inflation assumption used in the actuarial assumptions used to determine employer contribution rates.
This reduced the assumed investment return from 7.75% to 7.509% , reduced the long-term payroll growth
assumption from 3.25% to 3.0%, and adjusted the inflation component of individual salary scales from
3.25% to a merit scale varying by duration of employment, an assumed annual inflation component of
2.75% and an annual production growth of 0.25% .
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OnApril 17, 2013, the CalPERS Board of Administration approved a plan: (i) to replace the current 15—
year asset-smoothing policy with a 5+year direct-rate smoocthing process; and (i} to replace the current 30—
year rolling amoerti zation of unfunded liabilities with a 30+year fixed amortization period. CalPERS’ Chief
Actuary has stated that the revised approach provides a single measure of funded status and unfunded
liakilities, 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 liakilities (including CalPERS’ Fiscal Year 2009 market losses) of the County’s
plans in the near term; the exact magnitude of the potential contribution rate increases is hot known at this
time, but may be significant. These changes are reflected beginning with the June 30, 2014 actuarial
val uation affecting contribution rates for Fiscal Year 2016 and thereafter.

On February 19, 2014, the CalPERS B oard approved changes to actuarial assumptions and methods based
upon a recently completed experience studly. These changes include: moving 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);
lower rates of disability retirement; and other changes.

On December 21, 2016, the CalPERS Board of Administration approved an incremental lowering of the
discount rate from 7.5% to 7.0% over the next three Fiscal Years. For Fiscal Years 2017/18, 2018/19 and
2019/20, the B card of Administration approved 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, CalPERS expects such
changes to increase average employer rates by approximately 1% to 3% of normal cost as a percent of
payrad | for most miscellanecus retirement plans and by approximately 2% to 5% for most safety plans.
CalPERS 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 by 309 to 408%.

Contribution Rates. The contribution requirements of Plan members and the County are established by
CalPERS and labor negotiations.

The County’s percentage of payrdl for CalPERS payments for Fiscal Years 2010/11 through 2016/17 are
shown 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 RETIREMENT CONTRIBUTION RATES
Fiscal Year Miscellaneous Safety Sheriff Safety
200809 12.197% 14.201% 25.642%
2009/10 12.051 13.784 25.823
2010/11 12.150 13.989 25.145
201112 13.776 17.046 28.749
201213 14.253 17.381 29.153
2013/14 15.099 19.094 30.534
2014415 16.084 20.292 34.020
2015/16 17.338 21.526 35.587
2016/17 18.742 25.627 38177

Source: California Public Employees’ Retirement System

CalPERS moadified the calculation of the contribution rates beginning in Fiscal Year 2017/18. They now
represent only the employer’s normal cost as a percentage of payrall, and include a dollar amount for the
amortization of the unfunded actuarial liability (UAL). Shown in Table No. 23 are the CalPERS projections
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of the normal cost and amorti zation of the UAL. For comparison, the normal cost for 2016/17 was 8.172%
of payrdll for the Miscellaneous Plan, 14.291% for the Safety Plan and 19.546% for the Sheriff Safety Plan.

TABLE NO. 23
PROJECTEDEMPLOYER RETIREMENT CONTRIBUTIONS
Miscellaneous Safety Plan Sheriff Safety Plan
Normal Amortize Normal Amortize Normal Amortize
Fiscal Year Cost UAL Cost UAL Cost UAL
201718 7.974% $17989,274 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
2019720 8.000 25410643 14.000 3,793,756 19.100 4,520,159
202021 8.000 27,666,869 14.000 4,263,897 19.100 4 981,245
202122 8.000 30,396,973 14.000 4,676,312 19.100 5,371,802

Projected by CalPERS based on various assumptions as of August 2016, does not reflect change in the discount rate
approved in December 2016.

Source: California Public Employees’ Retirement System

Annual Pension Costs. A fiveyear history of the County’s required annual pension costs is shown in the
table below. The required contribution was determined as part of an anhual actuarial valuation. The most
recent actuarial assumptions are described under the caption “Actuarial Methods and Assumptions Used
to Determine Total Pension Liability.”

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

Annual

Fiscal Year Pension
E nding Cost (APC)
6/30/2012 $33,261,000
6/30/2013 34,366,000
6/30/2014 36,463,000
6/30/2015 36,541,000
6/30/2016 36,542,000

For Fiscal Years 2016/17 and 2017718, the employer and employees’ share of CalPERS costs for all
personnel are shown below.

E stimated Proposed B udget
2016/17 201718
Employer Share $36,542,164 $43,715,906
Employees’ Share 13,194,113 15,784,303
Total Anhual Pension Cost $49,736,276 $59,500,209
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Pension Liabilities. The County’s net pension liability for the Plans is measured as the total pension
liakility, less the pension plan’s fiduciary net position. The net pension liability of the Plans is measured as
of June 30, 2015, using the annual actuarial valuation as of J une 30, 2014 rdled forward toJ une 30, 2015
using standard update procedures. The changes in the County’s net pension liability for the Plans between
June 30, 2014 and 2015 was as follows:

TABLE NO. 25
NET PENSION LIABILITY BY PLAN

Miscellaneous Plan

I ncrease (Decrease)
Total Plan Net
Pension Fidudary 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
I nterest on the Total Pension Liability 71,962,162 - 71,962,162
Changes in Benefit Terms - - -
Changes in Assumptions (16,868,274 - (16,868,274
Differences B etween Actual and E xpected
Experience (13,201,310} - (13,201,310
Plan to Plan Resource Movement - (29,360 29,360
Contribution —E mployer - 20,788,368 (20,788,368)
Contribution —E mployee - 9,264,211 (9,264,211)
Net | nvestment I ncome - 16,986,820 (16,986,820
B enefit Payments, I ncluding R efunds 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

{Continued on fdlowing page)




Balance at J une 30, 2014

Changes in the Year:

Service Cost

I nterest on the Total Pension Liability

Changes in Benefit Terms

Changes in Assumptions

Differences B etween Actual and E xpected
Experience

Plan to Plan Resource Movement

Contribution —E mployer

Contribution —E mployee

Net | nvestment I ncome

B enefit Payments, I ncluding R efunds of
Employee Contributions

Administrative Expenses

Net Changes

Balance at June 30, 2015

Balance at June 30, 2014

Changes in the Year:

Service Cost

I nterest on the Total Pension Liability

Changes in Benefit Terms

Changes in Assumptions

Differences B etween Actual and E xpected
Experience

Plan to Plan Resource Movement

Contribution —E mployer

Contribution —E mployee

Net | nvestment I ncome

B enefit Payments, I ncluding R efunds of
Employee Contributions

Administrative Expenses

Net Changes

Balance at June 30, 2015

Safety Plan

I ncrease (Decrease)

Total Plan Net
Pension Fidudary Pension
L iability Net Position Liability {Asset)

$151,516,539 $117,011,036 $34,505,503

3,634,483 - 3,634,483
10,356,153 - 10,356,153
(2,711,959 - (2,711,954

2,154,731 - 2,154,731

- 4,503,776 (4,503,776
- 1,200,032 (1,200,032
- 2,087,758 (2,087,758
(5,050,435) (5,050,435) -
- (107,841) 107,841
8,382,978 2,633,290 5,749,688
159,899,517  $119,644,326 40,255,191
Safety Sheriff Plan
I ncrease (Decrease)

Total Plan Net
Pension Fidudary Pension
Liability Net Position Liability fAsset)

$134,874,267 $92,017,036 $42,857,231

3,490,555 - 3,490,555
11,193,336 - 11,193,336
(2,818,825) - (2,818,825
(2,577,900) - (2,577,906

- 3,212,095 (3,212,095
- 1,434,076 (1,434,076
- 2,674,451 (2,674,451)
(7,060,615) (7,060,615) -
- (133,531) 133,531
2,226,545 126,476 2,100,069
$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 following 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% lower (6.65% ) or 1% higher
{8.65% ) than the current rate;

Miscellaneous Safety Safety Sheriff
1% Decrease
Net Pension Liability $367,498,398 $58643,368 $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 Nate 14 of the County’s Comprehensive Annual Financial Report included in “APPENDIX A” for
further information about the Plan.

Deferred Compensation Plan

The County offers all of its employees a deferred compensation plan (the Deferred Compensation Plan)
created in accordance with Section 457 of the Interal Revenue Code. The Deferred Compensation Plan
permits employees to defer a portion of their salary until future years. The deferred compensation is not
available toemployees until termination, retirement, death, or emergency. Employees direct the investment
of plan assets into certificates of deposits and various mutual funds. The County has significant
administrative duties.

As of June 30, 2016, the Deferred Compensation Plan’s assets of $149,160,642 were on deposit with a
thirdHparty administrator independent of the County.

Other Post-E mployment Benefits

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 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 ddllar scaling that varies by
bargaining unit. The Plan does not issue a financial report.

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
prgjected pay-asyou-go financing requirements.  For fiscal year 2015/16, the County contributed
$5,372,250tothe Plan. The County’s estimated contribution is $5,811,000 for Fiscal Year 2016/17 and for
Fiscal Year 2017/18.

Annual Other Post-E mployment Benefits (OPEB) Cost and Net OPEB Obligation/Asset. The
County’s annual Other Post-E mployment 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 Staterment 45. The ARC represents a level of funding that, if paid on an
ongoing basis, is prgected to cover the normal annhual cost. Any unfunded actuarial liability (or funding
excess) is amortized over a period not to exceed thirty years. The current ARC rate of annual covered
payrall is 13.6% .



The following table shows the camponents of the County’s annual OPEB cost for the fiscal years 2013/14,
2014415 and 2015/16, the amount actually contributed to the plan, and changes in the County’s net OPEB
obligation:

TABLE NO. 26
NET OPER OBLIGATION
2013/14 2014/15 2015/16
Annual required contribution $ 12,884,000 $ 13,897,000 $ 16,323,000
I nterest on net OPEB obligation 3,723,042 4,011,392 4,286,079
Arortization of Net OPEB obligation (4,599,000 (5,344,000 (6,174,000)
Annual OPEB cost (expense) 12,008,042 12,564,392 14,435,079
Contributions macde (4,681,209 (4,917,343) (6,477,103)
Increase in net OPEBR cbligation 7,326,833 7,647,049 7,957,976
Net OPEB obligation —beginning of year 95,416,647 102,743,480 110,390,529
Net OPEB obligation —end of year $102,743,480 $110,390,529 $118,348,505

The County’s annual OPEB cost, the percentage of annual OPEB cost contributed to the plan, and the net
OPEB obligation/asset for the fiscal years 2013/14, 2014/15 and 2015/16 were as follows:

TABLE NO. 27
ANNUAL OPEB COST
Annual Annual % of Annual OPEB Net CPEB
Fiscal Year OPEB Cost Contribution Cost Contributed Obligation
2013/14 $12,008,042 $4,681,209 30.09% $102,743,480
2014/15 12,564,392 4917,343 39.1 110,390,529
2015/16 14,435,079 6,477,103 44.9 118,348,505

Funded Status and Funding Progress. Actuarial valuations of an ongoing plan irvolve estimates of the
value of reported amounts and assumjtions about the probability of occurrence of events far into the future.
E xamples include assumptions about future empl oyment, mortality, and the healthcare cost trend. Amounts
determined regarding the funded status of the plan 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 macke about the future. The schedule of funding progress presents information about whether the
actuarial value of plan assets is increasing or decreasing over time relative tothe actuarial accrued liabilities
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 Covered Covered
Date L iability Assels (UAAL) Ratio Payrdl Payrdl
1172000 $181,575,000 s - $181,575,000 0.0% $161,577,000 112.4%
1172012 127,836,000 - 127,836,000 0.0 154,788,000 82.6
112014 145,013,000 - 145,013,000 0.0 153,879,000 94.2
17172016 167,095,000 - 167,095,000 0.0 167,418,000 90.8

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 tothat point. The actuarial methods and assumptions usedinclude
techniques that are designed to reduce the effects of short-term volatility in actuarial accrued liakilities and
the actuarial value of assets, consistent with the longterm 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.

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 premiuns 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 level percentage of projected payroll on a closed basis. The remaining amoartization as of June 30, 2016
was 24 years.

SeeNate 15in the County’s Comprehensive Annual Financial R eportincludedin “APPENDIX A” for further
information about the Plan.

E mployee Relations and Collective Bargaining

County employees are represented by ten bargaining units. The largest unit is the Service Employees
Intermational Union (Local 521), which represents approximately 70% of all County employees. Most
County employees are covered by negotiated agreements.

B araaining Unit E xpiration Date
Middle Management September 16, 2017
District Attorney Association June 30, 2017
Sheriff’s Correctional Officers November 30, 2018
Law E nforcement Middle Management June 30, 2020

Law E nforcement June 30, 2020
Sheriff Supervisory June 30, 2020
General Representation Unit (SEIU) September 18, 2020
District Attorney | nspectors June 30, 2017
Physicians’ Representation Unit September 11, 2020
Probation Association December 31, 2020
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Self4nsurance Program

The County is self-insured for its general and auto liability, workers’ compensation, medical mal practice
and employees’ dental coverage. Excess coverage is purchased through the California State Association of
Counties Excess | nsurance Authority ("CSAC-EIA”). Each self-insurance programis described below.

Workers’ Compensation. Under the Workers” Compensation Self- nsurance Program the County is liable
for the first $500,000 and carries catastrophic insurance coverage for any amount required by statute. At
June 30, 2016, this program had estimated future liabilities of $33 million.

Dental. The County’s self-insurance dental program had estimated future liability for dental benefits of
$406,120 as of June 30, 2016.

L iability and Property. The County has a $1,000,000 sel f-nsured retention with excess insurance for the
general liability program. The County purchases commerdal property insurance through CSAC-EIA. At
June 30, 2016, the County had estimated future liabilities totaling $5.6 million which included estimates
for known daims and losses incurred but not reported.

Unemployment I nsurance. The estimated future liabilities at J une 30, 2016 were $62,008.

Claims Liabilities. The change in the balance of daims liabilities during the fiscal years ended J une 30,
2016, and two prior years for all Self4nsurance Internal Service Funds combined is as follows:

2014 2015 2016

U npaid claims and claimadjustment expenses,

beginning of the fiscal year $46,752,428 $46,984,023  $38986,910
Incurred claims and claim adjustment expenses 10,611,609 10,618,009 12,049,811
Decrease in provision of insured events for prior years - (8,028,909 -
Claim payments (10,380,014 (10586,213) (12,032,553
U npaid claims and claimadjustment expenses,

end of the fiscal year 46,984,023 $38986910  $39.004.128

Source: County of Santa Cruz Comprehensive Annual Financial Reports.

Selfd nsurance Funds. The County has established separate self-insurance funds. Summary finandal
information for the self-nsurance funds is shown in Table No. 29. The County’s Worker’s Compensation
Selfdnsurance Fund accounts for the negative fund balance shown in Table No. 29. However, of the
$33 million of estimated future liakilities in the Worker’s Compensation Self4 nsurance Fund, the County
expects that almost half of such claims, if required to be paid, will be charged to the applicable State or
federal government program, because the caims relate to employees whose programs are funded by the
State or federal government. As of June 30, 2016, the Selfd nsurance funds held a total of $28.5 million in
cash.
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TABLE NO. 29

COUNTY OF SANTACRUZ
SELFANSURANCE FUNDS

201213 2013/14 2014/15 2015/16

Operating Revenues:

Charges for Services $17489284 $16,067,879 $15592,846 $17,497,653

Other Revenues 32,750 593 1,606 30,600

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

Salaries and E mployee B enefits 1,151,897 1,074,992 1,209,413 1,203,584

Services and Supplies 3,823,291 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

Pravision for Prior Year Insured Event - - (8,028,909 -

Total Operating Expenses 18,353,923 14,716,841 7410217 15,152,379

Operating | ncome (Loss) (831,889 1,351,631 8,184,235 2,373,874
Non-Operating Revenues:

| nterest and | nvestment | ncome (8,49 173,484 117,716 161,348

Net Income (840,383) 1,525,115 8,301,951 2,535,222
NetAssets - Beginning (23,232,605  (24,072,988) (22,547,873) (15,724,340
Prior Period Adjustment - - (1.478.418) -
Net Assets — Ending $(24,072,988) $(22,547,873) $(15,724,3400  $(13,189,118)

Source: County of Santa Cruz Comprehensive Annual Financial Reports.

County Treasurer’s | nvestment Pool

As of March 31, 2017, the market value of the County Treasurer’s investment pool was $834,720,965. The
diversification of the County Treasurer’s investment pool’s assets as of such date is shown in the folowing
table.

TABLE NO. 30
COUNTY OF SANTACRUZ
TREASURER’S PORTFOLIO

Type of | nvestment % of Combined Pool

U.S. Government Agencies 32.8%
U.S. Treasuries 374
Supranationals 4.8
Medium-Term Notes 5.7
Negotiable CDs 12.0
Local Agency Investment Fund 3.0
Money Market Mutual Funds 0.6
Checking 3.7
100.0%
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The weighted average maturity of all County Treasurer’s investment pool 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 depesitors in the County Treasurer’s irvestment podl are required by law to deposit their
funds in the County Treasurer’s investment poodl. This includes the County, schod districts and other
special districts in the County.

Financial Statements

The County’s accounting policies conform to generally accepted accounting principles and reporting
standardk set forth by the State Controller. The audited financial statements also conformto the principles
and standards for public financial reporting established by the National Council of Government A ccounting
and the Governmental Accounting Standards B card.

Basis of Accounting and Financial Statement Presentation. The government-wide financial statements
are reported using the accrual basis of accounting. Revenues are recorded when earmed and expenses are
recorded when a liability is incurred, regardless of the timing of related cash flows. Property taxes are
recognized as revenues in the year for which they are levied. Grants and similar items are recognized as
revenue as sooh as all eligibility requirements imposed by the provider have been met.

Governmental fund finandial statements are reported using the modified accrual basis of accounting.
Revenues are recognized as soon as they are both measurable and available. Revenues are considered to
be available when they are cdllectible within the current period or scon encugh thereafter to pay liabilities
of the current period. Expenditures generally are recorded when a liability is incurred, as under accrual
accounting. However, debt service expenditures are recorded only when payment is due.

The County retained the firm of Brown Armstrong Certified Public Accountants, B akersfield, California,
to examine the general purpose finandal statements of the County as of and for the year ended J une 30,
2016. See “INTRODUCTION —Professional Services.” The following tables 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 for the Fiscal Year ended ) une 30, 2016.

GASB Statement No. 54. GASB Statement No. 54, Fund Balance Reporting and Governmental Fund
Type Definition, establishes fund balance dassifications that comprise a hierarchy based primarily on the
extent to which a government is bound to observe constraints imposed upon the use of the resources
reported in governmental fundk.

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
provides for additional dlassification as “restricted,” “committed,” “assigned,” and “unassigned” based on
the relative strength of the constraints that control how specific amounts can be spent.

Restricted —Restricted fund balance includes amounts with constraints placed on their use that are either
(@) externally imposed by creditors, grantors, contributors, or laws or regulations of other governments or
(b improved by law through constitutional provisions or enabling legislation. The County currently has
only a minor amount of “Restricted” fund balance.

Committed - Committed fund balance includes amounts that can only be used for a specific purpose

determined by formal action of the Board of Supervisars and that remain binding unless removed in the
same manner. The establishment of a * committed” fund balance requires (in accordance with the County’s
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Fund Balance Policy) the passage of a resolution by a simple majority vote before J une 30 of the applicable
fiscal year.

The Board of Supervisors established a separate committed fund balance account known as the Reserve for
Working Capital. Funding of the Reserve for Working Capital is established by resol ution during the annual
budget process. The purpose of the reserve is to assist the County in maintaining a minimal fund balance.
In accordance with the County’s Fund Balance Pdlicy, any use of funds requires a four-fifths vote of the
B card of Supervisors appropriating the funds and a resol ution of the B oard of Supervisors dedlaring a Fiscal

Emergency.

The B oard of Supervisors has also established a separate Committed fund balance account known 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 unemployment rate exceecds 8% and/or
the rate of inflation exceeds the growth in property taxes. In accordance with the County’s Fund B alance
Policy, any use of funds requires a fourfifths vote of the B card of Supervisors appropriating the fundk.

The B oard of Supervisors has also established a separate Committed fund balance account known 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, legal
costs and cashflow assodiated with delays in State and federal reimbursements for any natural disaster. In
accordance with the County’s Fund B alance Pdlicy, any use of funds requires a four-fifths vote of the Board
of Supervisors appropriating the funds.

As of June 30, 2016, the County has Committed fund balances as follows:

Committed to

Natural Disasters $ 1,251,089
Working Capital 6,000,000
Ecohommic Uncertainty 10,000,000
Total Committed fund balance $17,251,089

Assigned —Assigned fund balance includes amounts that are constrained by the County’s intent to be used
for specific purposes. |n accordance with the County’s Fund Balance Policy, the Board of Supervisors has
the authority to assign funds for a specific purpeose, or change or remove an assignment, with a simple
majority vote.

The County Administrative Officer also has the authority to assign funds for specific purposes, and to
change or remaove 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 projected budgetary deficit in the
subsequent year's budget may be dassified as Assigned fund balance.

The County Administrative Officer has established and the Board of Supervisors has approved
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) provide a cushion to mitigate risk
associated with mental health managed care prograns, (2) provide an audit reserve for disallowed 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 follows:

Assigned to:
Federally qualified health program $14,229,750
Structural deficit 6,632,662
Eliminate projected budgetary deficit

in subsequent year’s budget 8,149,727
Liabilities 1,500,000
Human services 460,000
Salary Savings 2,794,959
Total Assigned fund balance $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
201718 budgetary revenues.

GASB Statement No. 68. Reporting obligations under Governmental Accounting Standards B oard
Statement No. 68 -Accounting and Financial Reporting for Pensions —an amendment of GASB Statement
No. 27 (“CASE 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
staterments for Fiscal Year 2014/15. Under GASB No. 68, an employer reports the net pension liability,
pension expense and deferred outflows/deferred inflows of related to pensions in its financial statements as
part of its financial position. The result of the implementation of these standards was to decrease the net
position at July 1, 2014 shown on the County’s Government-wide Financial Statements by $339 million,
which consists of net pension liability, deferred outflows of resources, deferred inflows of resources, and
pension expense. The audited financial statements of the County for the Fiscal Year ended J une 30, 2016
includedin“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

Asaof | une 30
2013 2014 2015 2016
Assets
Cash and I rvestments $115,202,052 $113,643,756 $128,374,124 $113,047,344
Receivables, Net 26,171,957 31,336,400 25,033,754 32,290,501
Due from Other Funds 18,334 398,728 1,825,695 1,415,354
Due from Other Governments - - - 38,250
Loans Receivable - - 128,000 128,000
Deposits with Others 90,000 90,000 90,000 90,000
Inventory 27,616 27,616 16,531 -
Prepaids 1,343,166 428354 747,540 443,863
Land Held for Resale 1,689,135 - - -
Total Assets $144,542.310 $145,924,863 $156,215,644 $147453,312
Liabilities
Payables $ 15,289,636 $ 15,798,811 $ 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 (V 37,686,530 38413948 38,864,345 34,121,666
Total Liabilities $103,973,388 $105,209,981 $106,010,763 $ 95,717,293
Fund B alances
Nonspendable $ 3,543,674 $ 872268 $ 1,135435 $ 751,039
Restricted 2,000 2,000 - -
Comimitted 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
Unassigned - - (71,456) (33,207
Total Fund Balance $ 40,568,922 $ 40,714,882 $ 50,204,881 $ 51,736,019
Total Liabilities and Fund B alances $144,542.310 $145,924,863 $156,215,644 $147453,312

M In years prior to 2014, these liabilities were shown as “Unearned Revenue” in the County’s Comprehensive
Annual Financial Reports.

@  See “GASB Statement No. 54" above.
Source: County of Santa Cruz Comprehensive Annual Financial Reports.
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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
Public Assistance
Education
Recreation and Cultural Services
Interest and Fiscal Charges
Total E xpenditures
Excess of Revenues Over
(Under) E xpenditures

Other Financing Sources (Uses):
Inception of Capital Lease
Capital Contributions
Operating Transfers In
Operating Transfers Out
Total Other Financing Sources (U sas)

Net Change in Fund Balances

Fund B alance —B eginning
Fund B alance —Ending

TABLE NO. 32

COUNTY OF SANTACRUZ

GENERAL FUND
STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCE

For theyear ended ] une 30

2013 2014 2015 2016
$ 88,390,337 $ 92,958,333 $ 99,687,028 $107,566,543
9,819,321 9,848,179 11,050,811 11,875,855
4,418,159 4,751,384 4,713,148 3617,246
1,079,143 2,891,836 2,005411 3,620,166
208,953,957 218,825,254 232,578,980 234,772,832
43,279,759 46,183,054 50326472 57,591,811
3,554,348 3,358,987 3,962,344 3,001,431
$359,495,024 $378,817,027 $404,324,194 $422,045,884
§ 27,919,587 $ 28,536,007 $ 30,999,229 § 29,664,592
113,965,861 117,970,260 124,019,686 133,115,6%4
219,847 217,613 193,935 239,884
107,549,603 108,080,235 111,482,429 117,006,779
101,042,337 109,586,455 117,130,460 124,984,705
115,398 114,039 113,540 123,569
5,663,542 6,071,566 6,082,284 7,188,886
182,978 178,727 162213 (17,225)
$356,659,153 $370,754,902 $390,183,776 $412,306,884
§ 2835871 § 8062125 $ 14,140418 § 9,739,000
$ 35,766 § 424,84 $ 92,808 3 69,685
232,624 - - -
2,073,089 2,423,227 3,987,479 4,025,238
(6,777,255) (10,764,216) (8,730,706) (12,302,785)
$ (4,435,776) $ (7,916,165 $ (4,650419) $ (8,207,862
$ (1,599,905) 5 145,960 $ 0,489,999 $ 1,531,138
$ 42,168,827 § 40,568,922 $ 40,714,882 § 50204,881
§ 40,568,922 § 40,714,882 $ 50,204,881 § 51,736,019

Source: County of Santa Cruz Comprehensive Annual Financial Reports.
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RISK FACTORS

The purchase of the Notes involves investrrent risk. 1f a risk factor materializes 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 nct limited to, the following 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 cther moneys 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 amount of the then uncal lected taxes, income, revenue, cash receipts
and other moneys which will be available for the payment of such principal and interest.

Constitutional L imitations on Taxes and A ppropriations

State | nitiative Measures Generally. Under the California Constitution, the power of initiative is reserved
to the voters for the purpose of enacting statutes and constitutional amendments. Voters have exercisedthis
power through the adoption of Proposition 13 (*Article XI11A”) and similar measures, the most recent of
which were approved as Propositions 22 and 26 in the general election held on Novermber 2, 2010.

Any such initiative may affect the collection of fees, taxes and other types of revenue by local agendies
such as the County. Subject to overriding federal constitutional principles, such cdllection may be
materially and adversely affected by voter-approved initiatives, possibly to the extent of creating cashflow
problerns in the payment of outstanding obligations such as the Notes.

Artide XI11A. Artide X11A of the California Constitution limits the taxing powers of California public
agencies. Article XI11A provides 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 ad valorem property
tax except for taxes above that level required to pay debt service on voter-approved general obligation
bonds. “Full cash value’ is defined as “the County assessor’s valuation of real property as shown on the
1975/76 tax bill under “full cash value’ o, thereafter, the appraised value of real property when purchased,
hewly constructed, or achange in ownership has occurred after the 1975 assessment.” The “full cash value”
is subject to annual adjustment to reflect inflation at a rate not to exceed 2% or a reduction in the consumer
price index or comparable local data. Article X11IA has subsequently been amended to permit reduction of
the “full cash value” base in the event of declining property values caused by substantial damage,
destruction or other factors, and to provide that there would be no increase in the “ full cash value” base in
the event of reconstruction of property damaged or destroyed in a disaster and in other special
dircunmstances. There may also be dedines invaluations if the California Consumer Price I ndex is negative.

The foregoing limitation does not apply to ad valorem taxes or special assessments to pay the interest and
prepayment charges on any indebtedness approved by the voters before July 1, 1978 or any bonded
indebtedness for the acquisition or improvement of real property approved by two-thirds of votes cast by
the voters voting on the proposition.

In the general election held November 4, 1986, voters of the State of California approved two measures,
Propositions 58 and 60, which further amend the terms “ purchase” and* change of ownership,” for purposes
of determining full cash value of property under Article X1I1A, to not include the purchase or transfer of
(1) real property between spouses, and (2) the principal residence and the first $1,000,000 of other property
between parents and children. Proposition 60 amends Artidle X1I1A to permit the Legislature to allow
persons over age 55 who sell their residence and buy or build ancther of equal or lesser value within two
years in the same city, to transfer the dd residence’s assessed value to the new residence. In the March 26,
1996 general election, voters approved Proposition 193, which extends the parents-children exception to
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the reappraisal of assessedvalue. Proposition 193 amended Artide X 1A 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.

B ecause the Revenue and Taxation Code does not distinguish between positive and negative changes in the
California Consumer Price Index used for purposes of the inflation factor, there was a decrease of 0.2379%
in 2009/10 - applied to the 2010/11 tax roll - reflecting the actual change in the California Consumer Price
I ndex, as reported by the State Department of Finance. For each fiscal year since Article X 111A has become
effective (the 1978/79 Fiscal Y ear), the annual increase for inflation has been at least 26 exceptin 10 fiscal
years (including for the future Fiscal Year 2016/17) as shown below:

Tax Rall Percentage Tax Rall Percentage
1981/82 1.00096 2010/11 (0.237)%
15995/56 1.190 201112 0.753
1996457 1.110 2014/15 0.454
1998/99 1.853 2015/16 1.998
2004/05 1.867 2016417 1.525

Proposition 8Adj ustments. Proposition 8, approved in 1978, provides 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 into account reductions in value due to damage,
destruction, obsdescence or cther factars causing a dedine in market value. Reductions based on
Proposition 8 do not establish new base year values, and the property may be reassessed as of the following
lien date up to the lower of the then-current fair market value or the factored base year value. The State
B card of Equalization has approved this reassessment formula and such formula has been used by county
assessors statewide. The County has seen Propaesition 8 reductions from the maximum amount that could
be assessed on property since 2009. See “FINANCIAL INFORMATION -Taxable Property and Assessed
Valuation™ herein.

Artide XI111B. On November 6, 1979, California voters approved Proposition 4, or the Gann Initiative,
which added Article X111B to the California Constitution. Article XIIIB limits the annual appropriations of
the State and any city, county, city and county, schoal district, authority or other political subdivision of the
State. The “base year” for establishing such appropriations limit is the 1978/79 Fiscal Y ear, and the limit
is to be adjusted annually to reflect changes in population, consumer prices and certain increases in the cost
of services provided by public agencies.

Appropriations subject toArtide X111B include generally the proceeds of taxes levied by or for the entity
and the proceeds of certain State subwventions, refunds of taxes, benefit payments from retirement,
unemployment insurance and disability insurance funds. “Proceeds of taxes” include, but are not limited
to, all tax revenues, certain State subventions, and the proceeds to an entity of government, from (1)
regulatory licenses, user charges and user fees, to the extent that such charges and fees exceed the costs
reasonably borne in providing the regulation, product or service, and (2) the investment of tax revenues.
Article X I11B 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 by revising tax rates or fee schedules within the next two
subsequent fiscal years.

I n the ) une 1990 election, the voters approved Proposition 111 amending the method of cal culation of State
and local appropriations limits. Proposition 111 made several changes to Article XI11B. 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 lower of the CPCPI or the United States Consumer Price
Index was used. Second, the appropriations limit for the fiscal year was recomputed by adjusting the
1986/87 limit by the CPCPI for the three subsequent years. Third and lastly, Proposition 111 excluded
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appropriations for “ qualified capital outlay for fiscal 199091 as defined by the legislature” from proceeds
of taxes.

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

Proposition 62. Proposition 62 was a statutary initiative adopted in the November 1986 general election.
Proposition 62 added Sections 53720 to 53730, inclusive, to the California Government Code. It confirmed
the distinction between a general tax and spedal tax, established by the State Supreme Court in 1982 in
City and County of San Francisco v. Farrell, by defining a general tax as one imposed for general
governmental purposes and a spedial tax as ohe imposed for specific purposes. Proposition 62 further
provided that no local government or district may impose (i) a general tax without prior approval of the
electorate by majority vote or (ii) a special tax without such prior approval by two-thirds vote. It further
provided that if any such tax is imposed without such prior written approval, the amount thereof must be
withheld fromthe levying entity’s allocation of annual property taxes for each year that the tax is collected.
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 Authority v. Guardino, a
California Supreme Court decision filed September 28, 1995.

Proposition 218. OnNovember 5, 1996, Californiavoters approved Proposition 218 - Voter Approval for
Local Government Taxes - Limitation on Fees, Assessments, and Charges - Initiative Constitutional
Amendment. Proposition 218 added Artides XI11C and X I11D to the California Constitution, imposing
certain vote requirements and other limitations on the impocsition of new or increased taxes, assessments
and property—elated fees and charges. Proposition 218 states that all taxes imposed by local governments
shall be deemed to be either general taxes or special taxes. Special purpose districts, including schod
districts, have no power to levy general taxes. No local government may impose, extend or increase any
general tax unless and until such tax is submitted to the electorate and approved by a mgjority vote. No
local government may impose, extend or increase any special tax unless and until such tax is submitted to
the electorate and approved by a two-thirds vote.

Proposition 218 also provides that no tax, assessiment, fee or charge shall be assessed by any agency upon
any parcel of property or upoh any person as an incident of property ownership except: (i) the ad valorem
property tax imposed pursuant to Artide X111 and Artidle X111A of the California Constitution, (ii) any
special tax receiving a two-thirds vote pursuant to Section 4 of Article X1I1A the California Constitution,
and (iii) assessments, fees, and charges for property related services as provided in Article X111D.
Proposition 218 added voter requirements for assessments and fees and charges imposed as an incident of
property ownership, other than fees and charges for sewer, water, and refuse cdl lection services. Inaddition,
all assessments and fees and charges imposed as an incident of property awnership, including sewer, water,
and refuse cdlection services, are subjected to various additional procedures, such as hearings and stricter
and more individualized benefit requirements and findings. The effect of such provisions will presumably
be toincrease the difficulty alocal agency will have inimpesing, increasing or extencling such assessments,
fees and charges.

Proposition 218 also extended the initiative power to reduding or repealing any local taxes, assessments,
fees and charges. This extension of the initiative power is not limited to taxes imposed on or after Novermber
6, 1996, the effective date of Proposition 218, and could result in retroactive repeal or reduction in any
existing taxes, assessments, fees and charges, sulject to overriding federal constitutional principles relating
to the impairment of contracts.

Proposition 218 provides that, effective July 1, 1997, fees that are charged “as an incident of property
ownership” may not “exceed the funds required to provide the property related services” and may only be
charged for services that are “immediately available to the owner of the property.”



In November 2012, voters in the County approved an increase in the transient occupancy tax rate from 9.5%
to11%.

InJ une 2014, vaters in the County approved Measure F, a parcel tax of $8.50 onall improved parcels within
the unincorporated area of the County outside of recreation and park districts.

In Novermber 2014, voters in the County approved Measure K, the imposition of a tax on the gross sales of
medi cal marijuana businesses in the unincorporated County of up to 109 , with 7% beingleviedin the initial
vear. In November 2016, vaters in the County approved Measure E, expanding the tax to apply to all
cannabis-related businesses.

In November 2016, voters in the County approved Measure D, the imposition of a sales and use tax of one—
half cent, for a period of 30 years for transportation related expenditures. Local jurisdictions, such as the
County, will share in 30% of the sales tax for local transportation purposes, with the remainder allocated
for regional transportation projects.

The County does not expect the application of Proposition 218 will have a material adverse impact on its
ability to pay the Notes when due.

Proposition TA. Proposition 1A (“Proposition 1A”), proposed by the Legislature in connection with the
200405 B udget Act and approved by the voters in November 2004, restricts State authority to reduce major
local tax revenues such as the tax shifts permitted to take place in Fiscal Years 2004/05 and 2005/06.
Proposition 1A provides that the State may not reduce any local sales tax rate, limit existing local
government authority to levy a sales tax rate or change the all ocation of local sales tax revenues, subject to
certain exceptions. Proposition 1A generally prohibits the State from shifting to schools or community
colleges any share of property tax revenues allocated to local governments for any fiscal year, as set forth
under the laws in effect as of November 3, 2004. Any change in the allocation of property tax revenues
among | ocal governments within a county must be approved by two-thirds of both houses of the L egislature.

Proposition 1A provides, however, that beginning in Fiscal Y ear 2008/09, the State may shift to schools and
community colleges up to 8% of local government property tax revenues, which amount must be repaid,
with interest, within three years, if the Governor prodaims that the shift is needed due to a severe state
financial hardship, the shiftis approved by two-thirds of both houses and certain other conditions are met.
Such a shift may not occur more than twice inany 10+year period. The State may also approve voluntary
exchanges of local sales tax and property tax revenues among local governments within a county.

For Fiscal Year 2009/10, 8% of the County’s property tax revenues were diverted to the State as a result of
a Proposition 1A suspension. The County participated in a Proposition 1A Securitization Program (the
“Program’) sponsored by the California Statewide Communities Development Authority. The Program
allowed the County to exchange its anticipated State property tax receivable for cash.

Proposition 1A also provides that if the State reduces the vehicle license fee rate below 0.65% of vehide
value, the State must provide local governments with equal replacement revenues. Further, Proposition 1A
requires the State to suspend State mandates affecting cities, counties and special districts, excepting
mandates relating to employee rights, schools or community calleges, in any year that the State does not
fully reimburse local governments for their costs to comply with such mandates.

Proposition 22. On November 2, 2010, voters in the State approved Proposition 22. Proposition 22, known
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 spedial districts to
schools, (ii) use vehicle license fee revenues to reimburse local governments for State-mandated costs (the
State will have to use other revenues to reimburse local governments), (iii) redirect property tax increment
from redevel opment agencies to any other local government, (iv) use State fuel tax revenues to pay debt
service on State transportation bonds, or (v) borrow or change the distribution of State fuel tax revenues.
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Proposition 26. On November 2, 2010, voters in the State also approved Proposition 26. Proposition 26
amendsArtide X 11C of the State Constitution to expand the definition of “tax” toinclude “any levy, charge,
or exaction of any kind imposed by a local government” except the following: (1) a charge imposed for a
specific benefit conferred or privilege granted directly tothe payor that is not provided to those not charged,
and which does not exceed the reasonable costs tothe local government of conferring the benefit or granting
the privilege; (2) a charge imposed for a specific government service or product provided directly to the
payor that is not provided to those not charged, and which does not exceed the reasonable costs to the local
government of providing the service or product; (3) a charge imposed for the reasonable regulatory costs
to a local government for issuing licenses and permits, performing investigations, inspections, and audits,
enforcing agricultural marketing orders, and the administrative enforcement and adjudication thereof; (4) a
charge imposed for entrance to or use of local government property, or the purchase, rental, or lease of local
government property; (5) a fine, penalty, or other monetary charge imposed by the judicial branch of
government or a local government, as a result of a vidation of law; (6) a charge imposed as a condition of
property development; and (7) assessments and property—elated fees imposed in accordance with the
provisions of Article X111 D. Proposition 26 provides that the local government bears the burden of proving
by a preponderance of the evidence that a levy, charge, or other exaction is not a tax, that the amount is no
more than necessary to cover the reasonable costs of the governmental 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 governmental activity. The County does not expect the provisions of
Proposition 26 to materially impede its ability to pay the Notes when due.

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

E nforceability of Remedies

In addition to the limitations on remedies contained in the Resdlution, the rights of the owners of the Notes
are subject to the limitations on legal remedies against counties in the State, induding 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 owners of the Notes, and the obligations incurred by the
County, may become subject to bankruptcy, insolvency, reorgani zati on, moratorium, or similar laws relating
to or affecting the enforcement of creditors’ rights generally, now or hereafter in effect; equitable principles
which may limit the specific enforcement under State law of certain remedies; the exercise by the United
States of America of the powers delegated to it by the Constitution; the reascnable and necessary exercise,
in certain exceptional situations, of the police powers inherent in the sovereignty of the State and its
governmental bodies in the interest of serving a significant and legitimate public purpose; and the
limitations on remedies against counties in the State. Bankruptcy proceedings, or the exercise of powers
by the federal or State government, if initiated, could subject the owners of the Notes tojudicial discretion
and interpretation of their rights in bankruptcy or otherwise, and consequently may entail risks of delay,
limitation or modification of their 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
R epayment Account held in the investment podl, if the Owners cannot “trace” such funds, they may not be
available in a bankruptcy for payment of prindipal 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
in the future.
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State B udget

Information regarding the State Budget is regularly available at various State-maintained websites. The
Proposed Fiscal Year 2017/18 State Budget further described below may be found at the website of the
Departrrent of Finance, www.dof.ca.gov, under the heading” California Budget.” Additionally, ananalysis
of the State’s Budgets is posted by the Office of the Legislative Analyst (the “ LAO” ) at wwilao.ca.gov. The
information referred tois prepared by the respective State agency maintaining each website and not by the
County, and the County takes no responsibility for the continued accuracy of the internet addresses or for
the accuracy, conpleteness or timeliness of information posted there, and such information is not
incorporated herein by these references.

State Budget. Information about the State budget and State spending is available at various State-
maintained websites. Text of proposed and adopted budgets may be found at the webxsite of the State
Department of Finance, www.dof.ca.gov, under the heading “ California Budget.” Animpartial analysis of
the budget is posted by the Office of the Legislative Analyst (“"LAO") at www.lao.ca.gov. In addition,
various State official statements, many of which contain a summary of the current and past State budgets
may be found at the welbxsite of the State Treasurer, www.treasurer.ca.gov. None of the websites o webpages
referenced above is in any way incorporated into this Official Staterent. They are cited for inforrmational
purposes only. The County makes no representation whatsoever as to the accuracy or completeness of any
of the information on such websites.

According to the State Constitution, the Governor of the State (the “Governar”) is required to propose a
budget to the State Legislature (the “Legislature”) by no later than January 10 of each year, and a final
budget must be adopted by the vote of each house of the Legislature no later than June 15, although this
deadline has been routinely breached in the past. The State budget becomes law upon the signature of the
Governor, who may veto specific items of expenditure.

The State budget must be adopted by a majority vote of each house of the Legislature. Voters of the State
passed Propesition 25 in November 2010, which provides that there will be no appropriation from the
current budget or future budget to pay any salary or reimbursement for travel or living expenses for
members of the L egislature for the period during which the budget was presented late to the Governor.

Proposed 2017-18 State Budget. OnJanuary 10, 2017 Governor Brown released his 2017-18 Proposed
State B udget (the “ 2017-18 Proposed B udget”) which sets forth a $179.5-billion spending plan and seeks
to resalve a projected $1.6 hillion defidit resulting from slower-than-expected growth in public schodl
funding and the raling back of a series of one-time expenses. The 2017-18 Proposed B udget, however,
does not take into account the possible 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 projected deficit, the 201718 Proposed Budget indudes $3.2 billion in remedial budgetary
measures designed to reduce State general fund spending in avariety of areas. The Proposed B udget would
lower, by $1.7 billion, the existing appropriations for K-14 schoadl districts for Fiscal Years 2015-16 and
201617, which, as a result of the drop in State revenues, are projected to over-appropriate the minimum
funding guarantee. As a result, the 2017-18 Proposed Budget also shifts, on a one-time basis (i) $310
million of previously appropriated discretionary K-12 school district funding from the 201516 fiscal year
to the 201617 Fiscal Year, and (ii) $859.1 million in Local Control Funding Formula payments to K-12
schod districts fromJ une 2017 to July 2017. Other significant remedial measures indude eliminating a
$400 million set aside for affordable housing and $300 million in previously approved funding for the
replacement and renovation of State office buildings.

Assuming the implementation of these measures, the 2017-18 Proposed B udget projects, for Fiscal Year

2016-17, total general fund revenues and transfers of $118.8 billion and tatal expencdiitures of $122.8billion.
The State is projected to end the 201617 Fiscal Y ear with total available reserves of $7.7 hillion, induding
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$980 million in the traditional general fund reserve and $6.7 billion in the Rainy Day Fund. For Fiscal Year
201718, the 2017-18 Proposed B udget prgjects total general fund revenues of $124 billion and authorizes
expenditures of $122.5 billion. The State is projected to end the 2017-18 fiscal year with total available
reserves of $8.8 billion, including $980 million in the traditional general fund reserve and $7.9 billion in
the State’s Rainy Day Fund.

The 201718 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
roack 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 201718 Proposed B udget, the State would allocate $178 million in drought relief and $2.2 billion from
cap-ancHrade auctions on high-speed rail, light rail systens and cther energy efficiency programs. The
2017-18 Proposed B udget 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 Propcsed B udget also
provides that K-12 schods 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
provides for an amount spent per K -12 student averaging $15,216, an increase of $394 per student fromthe
2016-17 Fiscal Year.

Significant features of the 2017-18 Proposed B udget pertaining to counties also indude the following:

e CaWORKSs -The 201718 Proposed B udget recogni zes that, as a result of the Affordable Care Adt,
county costs and responsibilities for indigent health care continue to decrease as indigent care costs
previously paid by counties shift to the state. Due to the realignment of distributions to capture and
redlirect savings counties are experiend ng due to the implementation of federal health care reform,
net savings are being redirected for county Calw ORK s expenditures, which reduce General Fund
spending on the CalW ORK s program. County savings are estimated to be $585.9 miillion in fiscal
year 2016-17 and $546.2 million in fiscal year 2017-18.

e Coordinated Care Initiative (CCl) —-This program allows 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 project and
currently operates in seven Califomia counties —Los Angeles, Orange, Riverside, San Bernardino,
San Diego, San Mateo and Santa Clara. As part of CCl, the state assumed bargaining
responsibilities for In-Home Supportive Services (“IHSS”) in these seven counties. The 2017-18
Proposed B udget estimates that the CCl will no longer be cost-effective, even with the recent
ehactment of an allowable managed care tax. Therefore, pursuant to the provisions of current law,
the program will be discontinued in fiscal year 2017-18. The Administration is prepared to work
with counties to mitigate, to the extent possible, the impact of returning a share of the fiscal
responsibility for IHSS to counties.

e County Medi-Cal Administration —County workers conduct Medi-Cal eligibility work on behalf of
the State and Medi-Cal caseload continues to grow. The 2017-18 Proposed B udget maintains the
augmentation to counties of $655.3 million ($217.1 million General Fund) in fiscal year 201718,
as was provided in fiscal year 201617, to administer the program.  As the eligibility system
continues to achieve greater stabilization, the State is in the initial process of developing a new
Medi-Cal county administration budgeting methodology. The 2017-18 Proposed B udget continues
toinclude $1.5 million ($731,000 General Fund) to make recommendations for a new methodol ogy.

e DrugMedi-Cal Organized Delivery System—-InAugust 2015, the federal Centers for Medicare and
Medicaid Services approved the waiver necessary to begin implementation of the Drug Medi-Cal
Organized Delivery System pilot program. The 2017-18 Proposed B udget 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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e Child Welfare Digital Services - The 2017-18 Proposed Budget indudes $175.9 million ($88
million General Fund) tosupport an increase in activity for the ChildWelfare Services New System
case management prgject, including increased funding for county engagement as individual digital
services are designed, developed, and implemented.

¢ Statewide Automated Welfare Systerms — The 2017-18 Proposed Budget includes $38.5 million
($7.5 million General Fund) for migration of 39 counties using the Consortium |V system to the
LEADER Replacement System. The first year of funding for migration activities will be available
after the county consortia hegotiations are complete and the Department of Finance and the
Department of Technology have reviewed and approved detailed project documents.

e County Indigent Health Savings —-The 2017-18 Proposed B udget includes a one-time General Fund
decrease of $265.9 million resulting from additional county savings related to federal health care
reform Actual statewide incligent health savings in 2014-15 were higher than previously estimated.
Pursuant to current law, these additional county savings are redirected to the CalW ORK s program
to offset General Fund costs.

e Post Release Community Supervision — The 2017-18 Proposed Budget includes $11 million
General Fund for county probation departments to supervise the temporary increase in the average
daily population of offenders on Post Release Community Supervision as a result of the
implementation of court- ordered measures and Propesition 57.

o Traffic Safety - The 2017-18 Proposed Budget includes total funding of $18.1 hillion for all
programs administered within the Traffic Safety Administration Agency. In addition, the shared
revenues budget in the General Government area allocates over $1.6 billion in fuel excise tax to
cities and counties for local streets and roads (induding $200 million from the Governor’s

transportation package).

e Local Streets and Roads —Approximately $11.4 billion in revenues to be allocated by the State
Controller to cities and counties for local road maintenance according to existing statutory
formulas, and over $2.2 billion in state-ocal partnership grants. |n addition, the 2017-18 Proposed
B udget includes $52.7 million General Fund for the Office of Emergency Services to provide
assistance to counties through the California Disaster Assistance Act, which can be used to aid local
agencies in the removal of dead or dying trees that threaten public safety.

The complete Proposed 2017-18 State B udget is available from the California Departrent of Finance
webxsite at www.dof.ca.gov. The County does not take any responsibility for the continued accuracy of this
internet address or for the accuracy, completeness or timeliness of information posted there, and such
information is not incorporated in this Official Statement by such reference. The information referred to
above should not be relied upon in making an investment decision with respect to the Notes.

May Revision to the 2017-18 Proposed State Budget. OnMay 11, 2017, Govermnor Brown released the
May Revision to the Proposed 2017-18 B udget (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 improved fiscal outlook allows the May
Revision to advance several key priorities, including increasing funding for schodls - a total funding of
$92.3 billion ($54.2 billion General Fund and $38.1 hillion other funds) for all K-12 education programs
and $1.4 billion in fiscal year 201718 to continue implementation of the Local Contrdl Funding Formula
to 97 percent complete. This increased funding eliminates the deferral of funding that was included in the
Proposed 2017-18 Budget. For K-12 schoals, funding levels will increase by about $4,058 per student in
201718 over 201112 levels, an increase designed to correct historical inequities in schodl district funding,
with $1.4 billion in new funding to continue implementation of the L ocal Control Funding Formula. W hile
the Propesed 2017-18 State B udget proposed almaost $290 million 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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almost $750 million in additional funds, providing more than $1 billion in one-time discretionary funding
to schools in fiscal year 2017-18. For higher education, the May Revision continues to provide each
university system and the community colleges with anhual General Fund growth and while the Proposed
2017-18 Budget called for a one-year delay in providing rate increases to child care providers that were
reflected in the 2016-17 B udget, the May Revision proposes to restore this funding and maintain the $500
million child 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 over time; (ii) the expansion of health care coverage
to undocumented children and the millions of Californians covered under the federal Affordable Care Act
(iii) the provision of preventative dental benefits to adults covered by Medi-Cal; (iii) a cost-ofHiving
adjustrment for Supplemental Security Income/State Supplementary Payment recipients; (iv) the repeal of
the maximum family grant rule in CalW ORK s, which denied aid to children who were born while their
parents were receiving aid; (iv) an Earned | ncome Tax Crediit to assist working families. The May Revision
also recognizes that the State must continue to plan and save for tougher budget times ahead as a result of
the Federal government 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.

I naddition, Proposition 2 establishes a constitutional goal of having 10 percent of tax revenues in the Rainy
Day Fund. The May Revision recognizes that by the end of fiscal year 2017418, the State’s Rainy Day
Fund will have a total balance of $8.5 billion (66 percent of the constitutional target). W hile a full Rainy
Day Fund might not eliminate the need for further spending reductions in case of a recession or major
federal policy changes that trigger a budget crisis, saving now will allow 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:

e Maintaining County Fiscal Health — Under current law, with the end of the Coordinated Care
I nitiative, county realignment funds would experience an increase in annual In-Home Support
Services (“IHSS”) costs of approximately $600 million. The May Revision mitigates this increase
in county costs by contributing $400 million from the General Fund and then smaller amounts in
future years as realignment revenues grow.

e Improving California’s Transportation System —In the spring of 2017, the State Legislature and the
Governor agreed on a transportation funding package known as the R oad Repair and A ccountability
Act of 2017 (SB 1) which returns the gas tax’s purchasing power to 1994 levels and will provide
$54 billion in new funding over the next decade, split evenly between state and local funding. The
May Revision enhances oversight of Caltrans and allows the state and local governments to
implement the SB 1 plan in a cost-effective manner without delay. Additional transportation
features include (i) focusing on “fix-itfirst” investments to repair neighborhood roads and state
highways and bridges; making key investments in trade and commute corridors to support
continued economic growth and implement a sustainable freight strategy; (iii) matching locally
genherated funds for high-pricrity transportation prgjects; and (iv) investing in passenger rail and
public transit modernization and improvement.

e Reducing Pension Liabilities —-The May Revision proposes a $6 billion supplemental payment to
CalPERS with a loan from the Surplus Money [nvestment Fund - a step that will save the state $11
billion over the next two decades while continuing to reduce unfunded liabilities and stabilize state
contribution rates. The General Fund share of the repayment will come from Proposition 2’s
revenues dedicated to reducing debts and long-term liabilities.

e County Savings from Implementation of Health Care Reforis —County Savings are estimated to
be $585 million in fiscal year 2016-17, and $688 million in fiscal year 201718, higher than the
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estimates in the Proposed 2017-18 B udget. A portion of these additional General Fund savings will
be directed to offset increased county IHSS savings.

e Postrelease Community Supervision —The May revision includes $15.4 million General Fund for
county probation departiments to supervise the temporary increase 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.

e 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 transitional housing in furtherance of the programs goals.

Ongoing State Budget Risks. State financial difficulties may affect the amount and timing of payments
to or for the benefit of cities and counties of funds provided by the State. From time to time, somme of the
State’s budget solutions may increase the financial stress of cities, counties and other local governments
because they (1) decrease local revenues (particularly the property tax, road improvement 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 adversely affect the financial condition of the County.

The financial condition of the State is subject to a number of other risks in the future, including particularly
potential significant increases in required state contributions to the Public E mployees’ R etirement System,
increased financial obligations related to other post-employment benefits, and increased debt service.

There can be no assurances that, as a result of the current or any future State financial stress, the State will
hot significantly reduce or delay revenues to local governments (including the County) or shift financial
responsibility for programs to local governments as part of its efforts to address the State financial
difficulties. For example, inFiscal Years 2008/09 and 2009/10 the State either deferred payments or issued
[OU’s which could not immediately be cashed (see “RISK FACTORS ~-CONSTITUTIONAL LIMITATION ON
TAXES AND APPROPRIATIONS —Proposition TA” herein). No prediction can be made by the County as to
what measures the State will adopt to respond to the current or potential future financial difficulties. The
County cannat predict the final outcome of future State budget negatiations, the impact that such budgets
will have on the County’s finances and operations or what actions will be taken in the future by the State
L egislature and Governor to deal with changing State revenues and expenditures. Current and future State
budgets will be affected by national and State economic conditions and other factors, including the current
economic downturn, over which the County has no control. There can be no assurances that State actions
to respond to State financial difficulties will not acversely 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, lancklide and fire risk, and is required to comply with Federal E mergency Management
Agency (“FEMA”) requirements for disaster relief funding. 1f such events described below occurred during
Fiscal Y ear 2017/18, the County’s emergency response to such an event may adkd unantici pated expenditures
to the General Fund budget in Fiscal Year 2017/18, some or all of which may not be reimbursed by federal
or state disaster funding, and, if reimbursed, may not be received by the County in a timely manner. This
could lead to reduced ability by the County to make payments on the Nates. For example, during winter
2017, the County experienced significant storm damage due to fallen trees and failed roads as a result of
above-average, prolonged rainfall. The County declared an emergency on February 7, 2017 and is eligible
for disaster relief funding fromthe State and FEMA. Repair cost of the damage is estimated to be in excess
of $100 million and the repair effort will be over a period of several years. The County expects its share of
the damage repair cost will be funded by the increased State-wide gas tax and Measure D funding, with no
expected impact on the General Fund budget at this timme.

67



Seismic Conditions. The County, like most areas of California, is subject to unpredictable seismic activity.
The occurrence of seismic activity in the County could result in substantial damage to properties in the
County, which, in turn, could substantially reduce the value of such properties and could affect the ability
or willingness of the property owners to pay their property taxes.

According to the Public Safety and Noise Element of the County’s General Plan, the County is locatedina
seismically active region and could be impacted by a major earthquake originating fromthe 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 L oma Prieta earthquake, which struck in
1989, was located approximately 10 miles east-northeast of the City of Santa Cruz. |n Santa Cruz County,
674 dwelling units, 32 mobile homes and 310 businesses were destroyed in the earthquake, with an estimate
of $274 million in damages. Repair of infrastructure was financed in part by a voter-approved one-half
cent sales tax levied over six years.

L andslides. 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
above-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 |ost and 4,270 acres were burned in the Summit 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 100+year flood plain. A flood occurred
in 1995 when stormwater breached the protective levees of the Pajarc River, and flooded approximately
3,280 acres adjacent to the river. Portions of the County are located along the Pacific Ocean. The County
could be subject to impacts from tsunamis in the event of an earthquake occurring off-shore.

TAX MATTERS

Tax Exemption

The Internal R evenue Code of 1986 (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 owners 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 owners thereof for federal income tax purposes retroactive to the date of issuance of the
Nates. The County has covenanted to maintain the exclusion of the interest on the Notes from the gross
income of the owners 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 covenants mentioned herein, interest on the Notes is
excluded pursuant to section 103(a) of the Code from the gross income of the owners thereof for federal
income tax purposes. |n 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 by section 55 of the Code. Receipt or accrual
of interest on Notes owned by a corporation may affect the computation of its alternative minimum taxable
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income. A corporation’s alternative minimum taxable income is the basis onwhich the alternative minimum
tax imposed by section 55 of the Code will be computed.

Pursuant to the Resolution and the “Tax Certificate Pertaining to Arbitrage and Other Matters under
Sections 103 and 141-150 of the Internal Revenue Code of 1986" to be delivered by the County in
connection with the issuance of the Notes, the County will make representations relevant to the
determination of, and will make certain covenants regarding or affecting, the exclusion of interest on the
Notes fromthe gross income of the owners thereof for federal income tax purposes. Inreachingits opinions
described in the immediately preceding paragraph, Bond Counsel will assume the accuracy of such
representations and the present and future compliance by the County with such covenants.

Except as stated in this section above, Bond Counsel will express no opinion as to any federal or state tax
consequences of the receipt of interest on, or the ownership or disposition of, the Notes. Furthermore, Bond
Coursel 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
o permitted upon the advice or approval of other counsel. Bond Counsel has not undertaken to advise in the
future whether any events after the date of issuance of the Notes may affect the tax status of interest on the
Notes or the tax consequences of the ownership of the Notes.

Bond Counsel’s opinion is hot 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
covenants of the County described above. No ruling has been sought from the Internal 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-exempt
status of the interest on municipal cbligations. If an audit of the Notes is commenced, under current
procedures the Service is likely 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 fromthe noteholders. Public
awareness of any future audit of the Notes could acversely 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 eliminate the benefit to noteholders of the exemption of interest on
the Nates from personal income taxation by the State of California or of the exclusion of the interest on the
Notes from the gross income of the owners thereof for federal income tax purposes. Any proposed
legislation or administrative action, whether or not taken, could also affect the value and marketability of the
Notes. Prospective purchasers of the Nates should consult with their own tax advisors with respect to any
proposed or future changes in tax law.

A copy of the proposed form of opinion of B ond Counsel is attached hereto as A ppendix D.
Tax Accounting Treatment of Bond Premium and Original | ssue Discount on Notes

Notice 94-84, 19942 C.B. 559, states that the Service is studying whether the stated interest portion of the
payment at maturity on a short-term debt obligation (such as the Notes), that matures not more than one
year from 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 redemption price at maturity of the
obligation (within the meaning of section 1273 of the Code) but is excluded from gross income pursuant to
section 103(a) of the Code, or (ii) is not qualified stated interest and, therefore, is included by the taxpayer
in the stated redemption price at maturity of the obligation, creating or increasing (as to that taxpayer)
original issue discount on the obligation that is excluded from gress income pursuant to section 103(a) of
the Code. Notice 94-84 states that until the Service provides 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 indluded in the stated redemption price at maturity of the
cbligation. However, the taxpayer must treat the amounts to be paid at maturity on all tax-exempt short—
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term debt obligations in a consistent manner. Notice 94-84 does not address various aspects necessary to
the application of the latter method (induding, for example, the treatment of a halder acquiring its Note
cther than in the original public offering or at a price other than the original offering price). Each person
considering acquiring the Notes should consult its own tax advisor with respect to the tax consequences of
ownership of and of the election between the choices of treatment of the stated interest payable at maturity
on the Notes.

Tothe extent that a purchaser of a Note acquires that Note at a price in excess of its “stated redemption price
at maturity” (within the meaning of section 1273(a2)(2) of the Code), such excess will constitute “bond
premium’ undler the Code. Section 171 of the Code, and the Treasury Regulations promul gated thereunder,
provide generally that bond premium on a tax-exempt obligation must be amortized over 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 owner’s basis in such cbligation for federal income tax purposes, but such
amortized premium 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 [oss) to be recognized for federal income tax
purpcses upon a sale or other taxable disposition of the obligation. The amount of premiumthat is amortizable
each year by a purchaser is determined by using such purchaser’s yield to maturity. The rate and timing of
the amortization of the bond premium and the corresponding basis reduction may result in an owner
realizing a taxable gain when its Note is sold or disposed of for an amount equal toor in some circurmstances
even less than the ariginal cost of the Note to the owner.

The excess, if any, of the stated redemption price at maturity of Notes of a maturity over the initial offering
price to the public of the Notes of that maturity is “original issue discount.” Original issue discount accruing
oh a Note is treated as interest excluded from the gross income of the owner thereof for federal income tax
purpcses and is exempt from Califomia 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 semiannual basis over the term of the Note on the basis of a constant yield
method and, within each semiannual period, will accrue on a ratable daily basis. The amount of ariginal issue
discourt on such a Note accruing during each peried is added to the adjusted basis of such Note to determine
taxable gain upon disposition (including sale, redemption or payment on maturity) of such Note. The Code
includes certain provisions relating to the accrual of original issue discount inthe case of purchasers of Notes
who purchase such Nates ather than at the initial offering price and pursuant to the initial offering.

Persons considering the purchase of Notes with original issue discount or initial bond premium should consult
with their own tax advisors with respect to the determination of original issue discount or amortizable bond
premium on such Notes for federal income tax purposes and with respect to the state and local tax
consequences of owning and disposing of such Notes.

Other Tax Consequences

Although interest on the Notes may be exempt from California personal income tax and excluded from the
gross income of the owners thereof for federal income tax purposes, an owner’s federal, state or local tax
liability may be otherwise affected by the ownership or disposition of the Notes. The nature and extent of
these other tax consequences will depend upon the owner’s other iterrs of income or deduction. Without
limiting the generality of the foregoing, prospective purchasers of the Notes 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 finandal
institutions that own tax-exempt obligations (such as the Notes), (ii) with respect to insurance companies
subject to the tax imposed by section 831 of the Code, section 832(b)(5)(B)(i) reduces the deduction for
loss reserves by 15% of the sum of certain items, including interest on the Notes, (iii) interest on the Notes
earned by certain foreign corporations doing business in the United States could be subject to a branch
profits tax imposed by section 884 of the Code, (iv) passive investment income, including interest on the
Notes, may be subject to federal income taxation under section 1375 of the Code for Subchapter S
corporations that have Subchapter C earnings and profits at the close of the taxable year if greater than 25%
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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 determining the 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 cbtaining the earned income credit. Bond Counsel will express no
opinion 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 obligations of the County and are enforceable in accordance with their
termms. The legal opinion of Bond Counsel will be sulject to the effect of bankruptcy, insolvency,
moratorium and other similar laws affecting creditors’ rights and to the exercise of judicial discretion in
accordance with general principles of equity.

The County has no knowledge of any fact or other informati on which would indicate that the Resolution or
the Notes are not so enforceable against the County, except to the extent such enforcement is limited by
principles of equity and by state and federal laws relating to bankruptcy, reorganization, moratorium or
creditors’ rights generally.

Certain legal matters will be passed on for the County by County Counsel and by 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 fumish a certificate dated the date of delivery of the Notes that there is no pending or
known 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 nurmber of lawsuits and claims pending against the County. The County does not believe that
any of these proceedings will have a material adverse impact on the ability of the County to repay the Notes.
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CONCLUDING INFORMATION
Ratings

Standard & Poor’s and Moody’s have assigned the rating of “SP-1+" and“MIG 17 respectively tothe 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 investigations, studies and assumptions of its own. Except
as otherwise required in the Continuing Disclosure Certificate, the County undertakes no responsibility
either to bring to the attention of the owners of the Notes any dowrward revision or withdrawal of any
rating obtained or to oppose any such revision or withdrawal. There is no assurance such rating will
continue for any given period of time or that such ratingwill not be revised downward or withdrawn entirely
by the rating agency, if in the judgment of such rating agency, circumstances so warrant. Any such
dowrward revision or withdrawal of such rating may have an adverse effect on the market price of the
Notes. A rating is hot a recommendation to buy, sell or had securities and may be subject to revision o
withdrawal at any time.

Underwriting

The Notes were sold to Citigroup Global Markets Inc. (the “Purchaser”) at a purchase price of
$47,977,600.00 representing the aggregate prind pal amount of the Notes plus an original issue premium of
$989,350.00, less an undenwriter’s discount of $11,750.00. The Notes may be offered and sdld by the
Purchaser to certain dealers and others at prices lower than such public offering prices and such public
offering prices may be changed, fromtime to time, by the Purchaser.

The Municipal Advisor

The material contained in this Official Statement was prepared by the County with the assistance of the
Munidipal Advisor, who advised the County as to the financial structure and certain other financial matters
relating to the Notes. The information set forth herein has been obtained by the County from sources which
are believed to be reliable. Such information is not guaranteed by the Municipal Advisor as to accuracy or
completeness, nor has it been independently verified by the Municipal Advisor. Fees paid to the Municipal
Advisor are contingent upon the sale and delivery of the Notes.

Continuing Disclosure

The County will covenant to provide natices of the occurrence of certain enumerated events in accordance
with Rule 15¢2-12 of the Securities Exchange Act of 1934. The notices will be filed by the County on the
Electronic Municipal Market Access Website (“EMMA”) operated by the Municipal Securities R ulemaking
Board (www.emma.msrb.org). The specific nature of the nctices of enumerated events and certain other
termms of the continuing disclosure obligation are included in “APPENDIX C - FORM OF CONTINUING
DISCLOSURE CERTIFICATE.” These covenants will be made in order to assist the Purchaser in complying
withthe Rule.

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

R eferences
Any staterments 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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E xecution

The execution of this Official Staterment by the Auditor-Controller-Treasurer-Tax Collector has been duly
authorized by the County of Santa Cruz.

COUNTY OF SANTA CRUZ

By: &/ Edith Driscdll
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 Sanfa Cruz Harbor.
in Novembeoer 2016, the largest supermoon since 1948 appeared in the evening sky above the lishthouse.

Photo by Neil Simmons, Santa Cruz, California
Neidl Simmons is a photographer with a flair for Hife 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, enjoving the challenge of getting the shots he wants while on
the road.

hito: //www. nellsimmonsphotography.com/



http://www.neilsimmonsphotographv.com/
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COUNTY OF SANTA CRUZ

EDITH DRISCOLL

AUDITOR-CONTROLLER-TREASURER-TAX COLLECTOR
701 OCEAN STREET, SUITE 100, SANTA CRUZ, CA 950604073
(831) 4542500 FAX  (831) 4542660

December 16, 2016

The Honorable Board of Supervisors
County of Santa Cruz

701 Ocean Street

Santa Cruz, CA 95060

Members of the Board and Fellow Citizens:

The Conprehensive Annual Financial Report (CAFR) of the County of Santa Cruz (the County) for
the fiscal year ended J une 30, 2016 is hereby submitted 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 covers all funds of the County, its component units and its financial transactions.

Management assumes full responsibility for the completeness and reliability of the information
contained in this report which is based upon a comprehensive internal control framework established
for this purpose. To the best of our knowledge, the enclosed data is accurate in all nmaterial respects
and is reported 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, Brown Armstrong
Accountancy Corporation, who have rendered an unmodified opinion thereon, have audited these
statements. Their report is provided herein.

The Governmental Accounting Standards Board (GASB) requires that management provide a
narrative i ntroduction, overview, and analysis to accompany the basic financial statements in the form
of Management’s Discussion and Analysis (MD&A). This letter of transmittal is designed to
complement the MD& A and should be read in conjunction with it. The County’s MD& A can be found
immediately following the report of the independent auditors.

The County is required to undergo an annual single audit in conformity with the provisions of the
Single Audit Act of 1984 as amended and U.S. Office of Management and B udget (OMB) Circular A-
133 designated to meet the special needs of federal grantor agencies. These reports are available in the
County’s separately issued Single Audit Report.

FINANCIAL INFORMATION

Management of the County is responsible for establishing and maintaining an internal contral structure
designed to ensure that the assets of the County are protected from loss, theft or misuse and to ensure
that adequate accounting data is compiled to allow for the preparation of financial staterments in
conformity with Generally Accepted Accounting Principles (GAAP). Because the cost of internal
controls should not exceed the anticipated benefits, the objective is to provide a reasonable, rather than
an absolute, assurance that the financial staterments are free of any material mi sstatements.
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PROFILE OF THE COUNTY

The County of Santa Cruz was establi shed by an act of the State L egislature in 1850 as one of the original
27 counties of the State of California. The County is a general law county and is governed by a five-
member B card of Supervisors who are elected by district to serve alternating four-year terms. The Board
of Supervisors appoints a County Administrative Officer (Chief EXecutive) to carry out its policies as
set forth by County Ordinance. The Assessor-R ecorder, Auditor-Controller-Treasurer-Tax Collector,
County Clerk, District Attormey and Sheriff-Coroner are elected officials and all ather department heads
are appointed officials.

The County’s principal functions include seven major areas: general government, public protection,
public ways and facilities, health and sanitation, public assistance, education, and recreation and cultural
services. In the public assistance and health areas, the state and federal governments mandate certain
minimum levels of service. These functions are required by County ordinance or by state or federal law.

Santa Cruz is located on the Central Coast of California, and is bordered by San Mateo County to the
North, Santa Clara County to the East, San B enito and M onterey Counties to the South and the M onterey
Bay National Marine Sanctuary tothe W est. The County of Santa Cruz is the second smallest county in
California in terms of land mass and the 23rd of 58 counties in terms of population. The County’s
populationis 275,902. A pproximately half of the County residents live in one of the County’s four cities;
Capitola, 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 California Government Code, the County must adopt
a budget on or before October 2 for each fiscal year. The County maintains budgetary controls, whose
objective is to ensure compliance with legal provisions embaodied 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, plant and improvements, and equipment
are controlled by line item within each budget unit.

The encumbrance system is employed by the County to record amounts committed for purchase orders
or contracts. |f appropriations are not sufficient, the Board of Supervisors must approve amendments or
transfers of appropriations between funds or departments.

Factors E ffecting Financial Conditions

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

Property-related tax revenues in Santa Cruz County have experienced steady growth. Property taxes are
determined based upon assessed values. The assessed values of secured property in Santa Cruz County
increased by 5.15% in 2015-2016 and has had a positive increase for the last four years with an annual
average growth over the last five years of 5.16% . These revenues comprise approximately 8% of the
County’s total tax revenues.



An important indicator of the local economy is retail sales. Sales tax receipts in the unincorporated
County comprise approximately &4 of the County’s total tax revenues. Sales tax receipts decreased by
1.73% in fiscal year 20152016, however the total increase over the last five years reflects a 4.2%
annual average growth. The County voters passed a Cannabis Business Tax effective November 2014.
The tax, currently set at 7%, resulted in the collection of $2.5 million in taxesin 2015-2016.

Tourism is important to the local economy. Transient Occupancy Tax (TOT) collections, which
compri se approximately 5.7% of the County’s total tax revenues, have increased an average of 10.77%
over the past five years, with an increase in fiscal year 2015-16 of 9.28% . On July 1, 2013 the voters
passed a TOT rate increase on lodging facilities in the unincorporated 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 April 2010 Census. The County’s unemployment rate at June 30, 2016 was 7.5%,
1.25% lower than itwas one year ago at 8.7% , and much lower 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, licenses and permits sold, as well as charges for services which increased
primarily due to outpatient dinic fees and other patient revenues. Intergovernmental 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 millionin fiscal year
20142015 to $412.3 million in fiscal year 20152016, approximately 6.0%. The increases were
primarily in Public Protection and Public Assistance. General government activities have been held to
basic level s for many years, and increased expenditures in the health and human services program have
relied on considerable growth in federal and state grants.

Long TermFinancial Planning

The County is committed to building and maintaining a strategic reserve. The County has maintained
its General Fund reserves within the minimum level.

e Toda General Fund balance was $51.7 million at ) une 30, 2016, an increase of $1.5 million from
$50.2 million fromJ une 30, 2015.

e General Fund committed and assigned designations totaled $42.9 million at J une 30, 2016, an
increase of $6.4 million from $36.5 million atJ une 30, 2015, not including $8.2 million assigned
to fund next vear’ s budget.

In November 2014, the County Board of Supervisors adopted a modified Fund Balance Palicy which
revised the Pdicy originally adopted in 2011 by increasing the minimum fund balance in the General
Fund from 7% to 10% over the following seven years. The original 2011 Fund Balance Reserve Policy
established a minimum balance in the committed and assigned categories for the County General Fund
at 7% 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 at J une 30, 2016,

of $41.4 million (excluding liabilities and the amount assigned to fund the fiscal year 2016-2017 budget)
were at 8. of fiscal year 20162017 budgeted revenues.



The County’s fiscal year 20162017 adopted budget reflects some economic improvements. However,
the County has yet to recover from the ongoing structural deficit. The County continues to rely on fund
balance to address the deficit. In addition to reducing the ongoing structural budget deficit, the fiscal
year 2016-2017 adopted budget focuses on maintai ning operations, budgeting for increases in the cost
of doing business including salaries and benefits, responding to numerous statutory changes incuding
the Affordable Care Act and Public Safety Realignment, improving reserves, restoring public safety
services, expanding economic devel opment in the County, and beginning to address the many deferred
mai ntenance projects. While the County receives only 13% of the property tax ddlar, approximately
7% of the County’s general purpose revenues are related to real estate, either through property tax
revenues or vehicle license fee revenues which change |ock-step with property tax revenues. Although
the local economy isin recavery, the County continues to employ strict cost control measures to balance
its budget.

At the State level, California voters approved Proposition 30 in November 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” approved by voters in
November 2016, Voters also approved Proposition 39 to dose a loophole for out-of-state businesses,
projected to raise about $1 hillion a year. These tax measures, coupled with the State’s economic
recovery and past budget cuts, provided California a positive economic outlook for fiscal year 2015-
2016.

The independent Califarnia Legislative Analyst’s Office (LAO) projected a $1.1 hillion operating
surplus (revenues less expenditures) in fiscal year 20152016, resulting in a $7.9 billion reserve atJ une
30, 2016. For the fdlowing fiscal year 20162017, the LAO is projecting $2.1 billion surplus, resulting
inan $11.5 billion reserve at June 30, 2017. The LAO estimates that revenues and transfers increase
$6.9 billion, of 5.9%, in 20162017 when the State’ s projected operating surpluses reach $11.5 hillion.

The state’ s ternporary personal income tax and sales tax rate increases under Proposition 30 expire at
the end of 2018, resulting in a more gradual ramping down of these revenues after that vear. This helps
prevent a“ cliff effect” in the LAO’ s forecast, as projected operating surpluses continue to grow in 2017-
2018 through 2019-2020.

Enployees’ Retirement Plan

The California Public Employees Retirement System (CalPERS) pension fund, in which Santa Cruz
County employees participate, has made significant and important changes in costs and benefits. In
August 2012, the State |egislature adopted changes including an increased retirement age and a lowered
benefit formula for new employees, a cap on the annual pension payout, and a requirement for workers
to pay half of their costs. CaAlPERS realized a gain of just 2.4% on its investments for the year ended
June 30, 2015, fdlowinggains of 18.400, 12.5%, 1.0%6, 20.7% and 11.1% in the five prior years.

CalPERS stated longterm 20~year investment return remiains at 7.75%. In 2013 CalPERS approved a
revised rate smoothing policy to reduce the rate volatility causedin prior years. Itis designed to amorti ze
investment gains and losses from earlier fiscal years over a fixed 30-year period with the increases and
decreases in the rate spread over a five year period.

County employees also participate in the CalPERS health insurance program, whose average premiums
increased by 7.9% in 2015, and will increase by 6.6% for 2016.



MAJ OR INITIATIVES

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

s The offices of the Auditor-Controller and the Treasurer-Tax Collector were consolidated in J anuary
2015. The Office led a multiyear effort to implement a comprehensive new financial and
procurement system. The core modules went live in May 2015 with the remaining modules
following. The modules emphasize the use of modern technology and paperless workflows. The
office held a successful sale of tax delinquent properties inJ une 2016.

¢ The County Administrative Office efforts included: the establishment of a new | PA for library
services with funding for facilities from Measure S and the hiring of a new library director, the
implementati on of numerous energy efficiency projects, the increase of general fund reserves to
% , and the restoration of a stand-alone Parks Department. Major construction projects induded
the Juvenile Hall Gym and kitchen project, and the $25M Sheriff's Re-Entry Fadlity
project. The County Administrative Office also implemented a 4" Party Public Defender
System, Cannabis licensing program activities, Economic Development Strategies, and
coordinated the CEMEX reuse plan and Homeless programs. The office assumed a lead role in
the negatiations for the M onterey Bay Community Power Project and successfully negotiated a
4 year contract with SEIU.

e The County Clerk E lections Office conducted the June 7, 2016 Presidential Primary Election, two
special school district elections on November 17, 2015, and on May 3, 2016 and assisted in the May
4, 2016, Assessment Ballot Procedure for the Lompico County Water Assessment District.

s TheAssessor's Office, alongwith the Auditor-Controller-Treasurer-Tax Collector, continued to
incorporate and refine the new property tax system to create efficiencies in these departments.

s The County Recorder's Office expanded the use of eRecording with the approval of over 310
document submitters which allows for quicker receipt of recordable documents.

e Child Support Services provided new services including M oneyGram located in CV'S stores and
PayNearM e located in 7-Eleven stores. In fiscal year 2015-2016 the combined Santa Cruz-San
B enito department callected over $18 million in child support payments. The Santa Cruz-San
B enito region continued to excel on the key federal performance measures.

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

¢ The District Attomey’s Office (DAO) faced a significant number of homicides and other
vident felonies which occurred and went to trial. The DAO is also a leading member of the
Santa Cruz County Anti-Crime Team (SCCACT) and an integral member of the Cormmunity
Corrections Partnership which was established to develop and implement plans for Assembly
Bill 109, the Public Safety R ealignment Act, which allows specified lower-Hevel inmates and
parolees to serve their sentence in county jails instead of state prisons. The District Attormey’s
Office also continues to lead and staff the Bob L ee Community Partnership for Accountability,
Connection and Treatment (PACT).



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 Turmkey Program to instal |
energy efficient boilers at four locations. In collaboration with the Parks Department, the
General Services Department compl eted the Seacliff Village Park Project, the Willowbrook
Playground Installation Project, the Quail Hollow Brook R estoration Project, as well as
building improvements at County facilities.

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

The Information Services Department was recogni zed by the Center for Digital Government (CDG)
and the National Association of Counties (NACo) as a 2016 Digital Counties Survey winner.
Information Services designed and rolled out software applications that allowed citizens to
el ectroni cally do business with the county. Cannabis Licensing, Transient Occupancy and Cannabis
tax collection went online. Electronic plan submission, Planning and Environmental Health online
payment systems went live.

There were many new initiatives by the Planning Department in the past year, as well as completion
of prior initiatives. Completed activities included a Housing Element Update adopted by the Board
of Supervisors, an update of the L ocal Hazard Mitigation Plan, completion of a Community Choice
E nergy Feasibility Study, and successful submittal and award of $2 Million in grants for both First
Time Homebuyer and Tenant Based Rental Assistance affordable housing activities. Several key
new development projects were approved, induding a 20-unit housing project and a mixed-use
project, both located in Live Oak. 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
and J 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 vicimization, and maximizing completion of
supervision terms. This is accomplished through risk-based supervision; addressing issues that
drive criminal behavior; consideration for custody alternatives;, and providing services and
interventions which are proven to reduce reoffending by matching the programs with individual
needs. The Juvenile Probation Division continues to be a model site for the Annie E. Casey
Foundation’s | uvenile Detention Alternatives I nitiative (J DA).

The Board of Supervisors is required to provide and maintain a suitable place for the detention
of juveniles, TheJ uvenile Hall provides temporary, secure custody of juveniles who are referred
by law enforcement agencies.

The Public W arks Department is responsible for the admini stration, engineering, maintenance and
construction of the County’s roads, bridges, bikeways, sanitation, drainage, and flood control
facilities, oversight 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-governed special districts and
County road and sanitation service areas and the Live Oak Parking Program.

During the past year, the Sheriff's Office improved their staffing levels and implemented 21
Century Policing. Usingthe President’s Task Force on 21% Century Palicing implementati on guide,
the Sheriff’s Office is well on its way to implementing all 79 recommendations organized around
the six Task Force pillars.

The County’s new grant-funded R ecovery Center has been very successful as it saves staff
time working with adult public inebriates who would otherwi se 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 inebriants were brought into the Center.

The Rountree Rehabilitation and Re-E ntry Facility Project has entered the design phase of this
renovation project. The present facility will be renovated and expanded with more than 525
million from the Board of State and Community Corrections under SB 1022.

Santa Cruz County remained under quarantine for Light Brown A pple 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 protect the ability of the industry to export commodities.

The Health Services Agency (HSA) service areas indude: Public Health and E nvironmental Health,
Federally Qualified Health Centers (FQHC), Mental Health, Substance Abuse treamment and
indigent health care.

HSA opened a clinic in Watsonville that provides integrated care including dental services. Over
248,283 health visits were provided to approximately 93,000 Santa Cruz residents. E nvironmental
Health provided 10,300 inspections as well as provided oversight of site monitoring and clean-up
activities at 94 contaminated properties. HSA integrated a Food Facility Inspection R esults webpage
into the County’ s Citi zen Connect application to allow viewing mobile devices and implemented a
County wide Electronic Health Record (EHR) for both mental health and substance use disorder
services.

The Human Services Department i s heavily leveraged by federal and state funding and provides
a wide range of safety net services to protect the county’s most vulnerable populations and
provide assistance to those struggling financially. Approximately 91,000 people within the
county struggle with poverty and the lack of health insurance and receive benefits from one or
more public assistance programs, including food assistance (CalFresh), medical insurance
(Medi-Cal) and cash aid (CaWorks and General Assistance). A number of new strategies to
increase CalFRESH participation have been i mplemented.

A significant change to child welfare services is scheduled to begin implementation 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 stakehad der groups to begin planning and has received new
funding allocations to both prepare and create new resources.

The Personnel department has focused their efforts towards: 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 |abor unions, and
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3) re-inventing and modernizing the internal employee training programs and recruitment efforts to
focus upon career development, transitional leadership and succession planning.

OTHER INFORMATION

State statutes require an annual audit by independent Certified Public Accountants. The firm of Brown
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. |n additi on to meeting the requirements
of State law, the audit was also designed to comply with the federal Single Audit Act of 1984, and
related OMB Circular A-133. The auditors’ report on the financial statementsisincludedin the financial
section of this report. The auditors’ reports related specifically to the single audit are included in a
separate Single Audit R eport.

The Govemment Finance Officers Assodiation 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 fiscal year ended June 30, 2015. The Certificate of
Achievement is a prestigious national award recogni zing conforrmance with the highest standards for
preparation of state and local government finandcial reports.

A Certificate of Achieverment 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 submitting it to the GFOA to determine its eligibility for another certificate.

AUDITOR-CONTROLLER ACKNOWLEDGMENTS

| wish to express my appreciation to my Accounting Division and Audit Division, the County
departments that participated in the audit process, and Brown Armstrong for their contributions,
assistance, and guidance in the preparation of this report.

R espectfully submitted,
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Auditor-Controller-Treasurer-Tax Cdlector

viii






COUNTY OF SANTA CRUZ

Electorate
Board of
Supervisors®
County
Administrative
Officer
General Crirrinal . Other . Health and Hurran Lan(.:l Use f"”d
Government J ustice Public Protection Services Public Projects
Assessor /Recorder o District Attomey* . /égricd_ual  HealthSenvices o Agriculural
TmsSIoner Agercy Extersion

Auditor-Controller* » Prolation ¢ Courty Fire

Contrad™* » Ervironmental « Parks, Open
Clerk of the Beard o Public Defender HealthServices Space and

Hurran Senvices Cufural Services
) . - .
((Z)(;Ftéew)ﬁdmnsuam « SherifFCoroner* Departent « Plming
County Clerk / Elections* s ChildS upport o PublicWorks
Sewvices
County Coursel = + VelranSenvices
General Services /
Errergency S evices
Information S ervices
Persomel
Treasurer Tax Collector*
*Elected Official
*Appoirted by the Board of Supervisors

A ontract




Directory of Public Officials

Elective Officers

Term ends
Supervisor, 1st District John Leopold January 2021
Supervisor, 2nd District Zach Friend January 2021
Supervisor, 3rd District Ryan Coonerty January 2019
Supervisor, 4th District Greg Caput January 2019
Supervisor, 5th District Bruce McPherson January 2021
State Senator, 17t District Bill Monning December 2020
State Assemblyman, 29th District Mark Stone December 2018
State Assemblyman, 30th District Luis A. Alejo December 2018
U.S. Congressman, 20t District Sam Farr January 2017
U.S. Senator Dianne Feinstein January 2019
U.S. Senator Barbara Boxer January 2017
U.S. Congresswoman, 18t District Anna G. Eshoo January 2017
Assessor-Recorder Sean Saldavia January 2019
Auditor-Controller Treasurer-Tax Collector  Edith Driscoll January 2019
County Clerk-Elections Gail Pellerin January 2019
District Attorney-Public Administrator Jetf Rosell January 2019
Sheriff-Coroner Jim Hart January 2019
Appointed Officers

Administrative Officer Susan A. Mauriello

Agricultural Commissioner Juan Hidalgo

County Counsel Dana McRae

Director of Agricultural Extension Mark Bolda

Director of Child Support Services Jamie Murray

Director of General Services Nancy Gordon

Director of Information Services Kevin Bowling,

Director of Human Services Department Cecilia Espinola

Director of Planning Kathy Previsich

Director of Public Works/Road Commissioner John J. Presleigh
Director of Parks, Recreation and Cultural Services Jeft Gaffney

Health Officer Dr. Arnold Leff

Health Services Administrator Giang Nguyen
Personnel Director Michael McDougall
Probation Officer Fernando Giraldo

Veteran’s Services Officer Dean Kaufman

Xi



GCovemment Finance Officers A ssociation

for E xcellence
in Financial

Presented 1o

Forits Comprehensive A nnual
Financial Report
for the Fiscal Y ear Ended

Executive Director JCEO

Xii



FINANCIAL
SECTION







BROWYIN ARMS TRONG

Cerritiod Pudfic decosetonts

INDEPENDENT AUDITOR'S REPORT

To the Honorable Board of S upervisors
of the County of Santa Cruz
Santa Cruz, California

Reporton the Financial S tatements

We have audiied the accompanying financial staements of the governmental activities, the
business-iype aclivities, the discreely presented component unit, each major fund, and the
aggregate remaining fund information of the County of Santa Cruz, California (County), as of
and for the year ended June 30, 2016, and the related notes io the financial satements, which
collectively comprise the County’s basic financial satements as listed in the able of contents.

Management's Responsibility for the Financial S tatements

Management is responsible for the preparation and fair presentation of these financial
statements in accordance with accounting principles generally accepted in the United S tates 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

Qur 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 © financial audits contained in Government
Auditing S tandards, issued by the Comptroller General of the United States. Those standards
require that we plan and perform the audit o obtain reasonable assurance about whether the
financial statements are free of material misstatement

An audit involvas performing procedures to oblin audit evidence about the amount and
disciosures in the financial s@atemenis. The procedures selected depend on the auditors’
judgment, including the assessment of the risks of materal misstaement of the financial
statements, whether due © faud or error. In making those risk assessments, the auditor
considers internal control relevant to the County's preparation and fair presentation of the
financial statkements in order to design audit procedures that are appropriate in the
circumstances, but not for the purpose of expressing an opinion on the effectiveness of the
Couniy’s internal control. Accordingly, we express no such opinion. An audit also includes
evaluating the appropriatness of accounting opolicies used and the reasonableness of
significant accounting estimales made by management as well as evaluating the overall
presentation of the fnancial siatemenis.

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 S tates of America.



Emphasis of Matter

As disclosed in the Note 1 to the financial statements, the County adopted Governmental Accounting S tandards
Board (GASB) Statement No. 72, Fair Value Measurement and Application, GASB S tatement No. 73, Accounting and
Financial Reporting for Pensions and Related Assets that are not within the Scope of GASB S tatement No. 68, and
Amendments to Certain Provisions of GASB 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 J une 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 112-122, and the County’s Retirement Plans’ S chedule of Changes in the Net Pension Liability and Related
Ratios and the Schedule of Contributions on pages 123-124 and Other P ostemployment B enefit (OPEB) schedules of
funding progress on page 125 be presented o supplement the basic financial statements. Such information,
although not a part of the basic financial statements, is required by the Governmental Accounting S tandards 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 t
prepare the basic financial statements. S uch 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 ® 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 S tandards

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 intemal 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.

BROWN ARMSTRONG
ACCOUNTANCY CORPORATION

Bakersfield, California
December 16, 2016
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COUNTY OF SANTA CRUZ
MANAGEMENT”S DISCUSSION AND ANALYS IS
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 ended ] 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

e« The assets plus deferred outflows of resources of the County exceeded liabilities plus deferred
inflows of resources at the close of the 20152016 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 netinvestmentin 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 of] une 30, 2016, the County's governmental funds reported combined ending fund balances of
$176,505,441 , anincrease of $9,296,077 in comparison with the prior year. Revenues increased
by approximately $18 million, $2 million from taxes, $2 million from Federal and S tate Aid and $6.7
million from charges for services. E xpenditures increased by 4.44% or $20,163,913, half of which
resulted from additional costs in support of the Affordable Care Act for P ublic Assistance and the
other half resulted from additional staffing in the $heriff's 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.

s Atthe 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 S upplementary Information is included in addition to the basic financial statements.

Governmentwide Financial Statements

The governmentwide 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 C ounty assets, deferred outflows of resources,
liabilities and deferred inflows of resources, with the difference inassets plus deferred outflows of resources
and liabiliies plus deferred inflows of resources reported as net position. Over time, 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



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 thatare principally
supported by taxes and intergovernmental revenues (governmental activities) from other functions thatare
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 C ounty Disposal S ites CS A 9C, and the following B oard
of S upevisor Governed Districts: Roulder Creek CSA 7, Rolling Woods CSA 10, § eptic Tank Maintenance
CSA 12, Freedom County Sanitation District, Davenport S anitation District, Place de Mer CSA 2, Sand
Dollar Beach CSA 5, Trestle Beach CSA 20, SummitWestCS A 54, and Graham Hill CS A 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 S anta Cruz County S anitation Districtis 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 refer to 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 S tatements

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 govemmental 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-end 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 governmentwide financial
statements, itis useful to compare the information presented for governmentalfunds with similar information
presented for governmental activities in the governmentawide financial statements. By doing so, readers
may better understand the longterm impact of the government's nearterm 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 sheetand the statement of revenues, expenditures, and changes in fund balances for the 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:



s Enterprise funds are used to report the same functions presented as business-type activities in
the governmentwide financial statements. The County enterprise funds used to account for the
operations of the County include the County Disposal $ites C$A 9C, and the following B oard of
S upervisor Governed Districts: Boulder Creek CSA 7, Rolling Woods CSA 10, Septic Tank
Maintenance CSA 12, Freedom County S anitation District, Davenport S anitation District, Place de
MerCSA 2,Sand Dollar BeachCSA S, Trestle Beach CSA 20, S ummitWestCSA 54, and Graham
Hill CSA 57 operations.

s 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 governmentawide 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 3943 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 governmentwide 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 4749 of this report
Notes to the Basic Financial S tatements

The notes to the basic financial statements provide additional information that is essential to a full
understanding of the data provided in the governmentwide and fund financial statements. The notes to
the basic financial statements can be found on pages 55-108 of this report.

Required S upplementary 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, S pecial Revenue Funds, Capital Projects Funds and Proprietary Funds.
B udgets 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 for the General Fund and Housing Fund to demonstrate compliance with these
budgets. These can be found on pages 112-152 of this report.

Combining $ tatements and $ chedules
The combining and individual fund statements and schedules referred to eatlier in connection with nonmajor

govemmental funds, enterprise and internal service funds, and fiduciary funds are presented immediately
following the required supplementary information.



Anaiysis of Net Position

Governmentai Activities Business-Type Activities Total
2016 2016 2015 2016 2015 Dollar Change

Assets:
Current and other assets $311,584 401 $ 18,056,250 | § 1Badnesn. $329 840,551  f3i 850 ang $ 1,788332
Capital assets 523,811,841 28,581,357 28 A08 5% 552,493,238 558 L8 0gs (3,525,855)

Total assets 835,396,242 45,737 847 47468 713 882,133,889 Agz AT N2 (1,737,523)
Deferred outficw of rescurces 75,241,488 1,349,889 501145 77,591,387 8 504 258 49,087,129
Liabilities:
Current and cther liabifities 138,499,188 1,319,588 2,855 80y 139,818,774 149 267 748 (8,448,972)
Long-term Hakiiities 540,332,588 18,548,948 11514558 558,881,478 SE3 ALY 58 35,024,420

Total liabilities 578,831,754 B58 775811 19,868,495 14,348 8981 598,700,250 873,124 B02 25,575,448
Deferred inflow of resources 74,068,177 A4 482 413 1,325,273 1,153,824 75,393,450 55,818,057 9,777,413
Net position:
Met invesiment in capital assels 468,698,543 484 545,845 28,466,343 28,585,040 497,464 885 513,250,885 {15,785,888)
Restricted 83,878,879 55,855 8901 389,781 250,378 84,268,660 56,118,280 8,153,380
Unrestricted (374,140,613) (388,332,178} (1,862,377) 3,6189824  (376,102,880)  (385,712,354) 19,608,364

Total net position $158,737,808 GEE8 § 26803747 8 32gerOaR 3185831556 §FRE4et  § 191008745

Analysis of Net Position

As noted earlier, net position may serve over time 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 atthe close of the 20152016 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, 28% 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 meetthe definition of restricted net position or
netinvestment in capital assets. The majority of negative unrestricted net position is primarily the result of
the County's unfunded pension and OPEB obligations, due to the implementation of GAS B S tatement Nos.
68 and 71, offset by positive unrestricted net position predominantly in the County’s General Fund.
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Change in Net Position

Gavemmenial Actvilies Business-Type Activities Totat
2018 2015 2018 2015 2018 2015 Bollar Change %
Revenues
Program Revenues
Charges for services 64244659 5 TVERRO85 0§ 14783103 0§ 15033450 0§ 99007962 0§ 91756415 8 7.251.547 7.5%
Operating grants ant Coniusions 244015870 243 806,303 489,547 225933 244,505,417 244,122,236 383,181 L.2%
Capital grants ant Conriiutions 8,797,922 7,008,159 128,950 117,548 8926872 7,123,708 1,803,164 25.3%
eneral Revenzes
Property axes 100,143,100 93,563,299 24,005 27,158 100,172,105 93,590,455 9,581,650 0%
Ofer taxes 24,256,363 21830572 - - 24,256,363 21,830,572 2428791 11.1%
investment eamnings 4,098,111 347341 {170.979) 49,055 3926032 3522 468 413,563 11.5%
iiscelianecus 9,459,871 10,278,820 332031 566,966 9,791,702 10,845,888 (1.054,184) -B.7%
$oin {1088} 0 <ale of assels 47,990 - - - 47,990 - 47 9490 #ORA
Total revenues 475,111,886 457,871,632 15,572,558 14,820,108 490,684,444 472,791,741 % 17892703 3.8%
CHpENEes.
General governmen 35,068,404 33543710 - - § 35008404 § 33543710 8 1524594 4.5%
Public protection 141,369,986 131,718 318 - - 141,369,986 131,718,318 9.651,268 7.3%
Public ways and facilities 28271471 32,899 567 - - 28271471 32,809,567 (4.628096) -14.1%
Heslth anit sanitation 114,208,716 108,998 815 - - 114,208,716 108,098,615 5,210,101 4.8%
Pubiic assistance 126,834,429 116,801,808 - - 126,834,429 116,901,808 4432621 3.5%
Education 6.004.573 5,538,920 - - 6.004.573 5538 920 467855 3.4%
Recreation and cultural services §.699 960 7,202 397 - - §.699 960 7,202 397 1.697 563 236%
inferest on iong-fean debt 2.763.791 3,308,746 - - 2.763.791 3.308.748 (542.955) -16.4%
County Disposal Sites $5A - - 12.017 646 11,785,387 12.017 646 11,785,387 232 461 0%
Boulder Cresk GSA - - 362 486 332,457 362 486 332,457 30,351 51%
Rofling Woods CSA - - 14.439 12 438 14.439 12 438 2503 1%
Segtic Tank Maintenance GSA - - 1.089.804 1,058,403 1.089.804 1,058,403 31.208 5%
Freedam County Sanitation District - - 607.746 964,940 607.746 964,940 (157.144) -16.3%
Davenport Sanitation District - - 518219 656,114 518219 656,114 (137.695) -210%
Piace DaMer CBA - - 38231 49 800 38231 49 800 (11569} -23.2%
Sand Doitar Beach C5A - - 236,852 274512 236,852 274512 (378603 -138%
Trestie Beach CEA - - 45085 51,389 45085 51,389 (6.264) -122%
Summnit West CSA - - 121 135 121 135 {14} -14%
Graham Hilt C5A - - 10,552 34,831 10,552 34,831 (243793 -G5.5%
Total expenses 463,420,949 440,108,081 15,141,540 15,220,164 478,562,489 455,328,245 23234244 7.1%
Reyenues pvartunder) expenditures 11,690,937 17,763 551 431,018 {300,055} 12,121,955 17 403 499 (5,341,541 -H0%
Transters - {5,072 514y - 5872514 - - - 0%
Change in nat position 11,890,937 11,781,037 431,018 5672458 12,121,955 17,463,498 (5.341.541) -3 6%
et gosition, hegiwing of vear 141,169,568 462 497 879 32,465,243 32,754,310 173634811 495,252,188 {321.817.378) -G4.8%
Prigr period adjustiment 5.877.304 {333,119,348} 18.002.514) {5,861520} {125,219) (339,080,874 358,955,604 -400.0%
Met postion, end of veas 158737809 & 141169568 § 26893747 0§ 32465243 0§ 185631556 & 173634811 0§ 11996745 §.5%

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.

s+ Governmental 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 term liabilities
related to the County Disposal $ite 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 from the prior year. There was an increase to
Charges for S ervices 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 coming from the $ heriff's department for staffing, $1 million from the District Attorney's
department for payroll increases, $1 million from Emergency S ervices for Capital Assets, and
various other increases coming from the P robation department and the Agricultural Commissioner.
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Health $ ervices increased by $5 million due to increased staffing and physicianfees, 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-ype 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 §ite CSA 9C fund from the Financing Authorities in the
amount of $5,972,514 in the prior year. This was reversed in the currentyear through a prior period
adjustment

FINANCIAL ANALYSIS OF THE COUNTY’S FUNDS

As noted eatlier, 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 thatare not spendable in form, orare legally
or contractually required to be maintained intact, and are made up of (1) inventory, prepaids, and
imprest cash of $475,042, and (2) advances and loans of $275,997

e 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.

e 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.

e Assigned fund balance of $33,767,098 represents amounts thatare intended for specific purposes
and are established by the Board of S 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.

e Unassigned fund balance is currently $(33,207)
Revenues for governmental functions totaled 475,226,097 in fiscal year 20152016, 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% , fromfiscal year 2014-2015. In the fiscal year
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20152016, revenues for governemnetal 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. At]J 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 committed fund balance, $33,767,098 inassigned
fund balance, and $(33,207) in unassigned fund balance. As a measure of the general fund's liguidity, it
may be useful to compare both total fund balance and spendable fund balance to total fund expenditures.
Total fund balance is 12.5% of total G eneral Fund expenditures while spendable fund balance is 12.4% of
total G eneral Fund expenditures.

The Housing Fund is a major fund of the County. At]J 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 from the prior year, due to reclassification of items erroneously classified as nonspendable
in the prior year.

The Capital P rojects fund balance of 6,790,774 was spendable (restricted) at) 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
many 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

23018 % of Total 2G15 % of Total Change

Taxes $ 124,399,463 23.18% $ 115,393,871 25.21% $ 9,005,592
Licenses and parmils 11,880,505 2.50% 11,052,751 2.41% 827,754
Fines, forfeits and penalties 3,630,182 §.76% 4,720,450 1.03% {1,090,268)
Use of money and property 4,082 538 G.86% 3,417,281 C.75% 685,255
Aid from other governments 252,813,782 53.20% 250,902,462 54.82% 1,811,330
Charges for services 88,734,172 14.48% 82,049,764 13.56% 6,584,408
Other 9,685 447 2.04% 10,188,388 2.22% {482 941

Tetal 3 475 228,097 100.00% 3 457,704 967 100.00% 3 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 restin 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 govemmental
funds:
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Expenditures Classified by Source
Governmental Funds

20186 % of Total 2015 % of Total Change

General government $ 31414275 6.62% $ 32531810 7.16% 3 (1,117,835
Public protection 146,434 409 30.84% 137,892 679 30.33% 8,541,730
Public ways and facililies 20,248,707 4.27% 24 4356823 5.38% 4.180.218)
Health and sanitation 117,040,855 24.65% 111,509,082 24.53% 5,531,563
Public assistance 130,035,1¢e8 27.39% 119,189,304 26.22% 10,835,885
Education 5792972 1.22% 5,324 908 1.17% 458 064
Recreation and cullure 8,666,548 1.83% 7,155,804 1.57% 1,510,745
Capital cutlay 7.607,154 1.60% 9,305,67C 2.05% [1.698,518)
Debt Service - bond redemption 4,744 166 1.00% 3,991,788 0.88% 752,377
Debt Service -Interest and fiscal charges 2,769,957 0.58% 3,238,351 0.71% {468,384}

Total $ 474,754,043 100.00% $ 454,580,130 100.00% $ 20,163,813

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.

P ublic 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 over the 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 restwas from medical professional services and physician
services.

P ublic 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. Refer to 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 Total 2015 % of Total Change

Proceeds of long-term debt $ 8,845,000 63.53% $ - 0.00% $ 8,845,000
Bond premium/discount 80,130 0.57% - 0.00% 80,1230
tnception of capital lease Bg,8685 0.88% 82,808 -1.47% {23,123)
Sale of general capital assels 87,880 0.92% - 0.00% 87,880
Ciriginal issue cosls 13,770,000 129.50% - 0.00% 13,770,000
FPayment o refunding escrow agent {13,087 458 -123.47% - 0.00% {13,087,458)
Transiers in 17,488,865 164.47% 12,312,257 -195.39% 5,178,708
Transfers gut {17,700,818) -166.46% {18,708,381} 296.87% 1,005,542

Total $ 10,833,482 100.00% $ (8,301,286} 100.00% 5 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

Aajor Funds

Manmajor Total
General Housing Capital Projects Governmental Gowernmental
Fund Fund Fund Funds Funds

Revenues $ 422045884 $ 5,486,310 $ 570,866 $ 47143037 $ 475,228,087
Expenditures (412,306,884} {B8,080,484} {7.807,154} (48,788,511} (474,754,043}

Met other financing sources/{uses} {B,207.,862) 87,880 4,822,058 13,811,308 10,633,482

Met change in fund balances 1,521,128 512,808 {2,104,232) 11,184,834 11,105,548

Fund balances, beginning {restated} 50,204,881 79,088,373 8,895,008 27,213,835 165,399,885

Fund balances, ending 51,736,018 79,800,178 8,790,774 38,378,468 176,505 441

Proprietary Funds

The County’s proprietary funds provide the same type of information found in the govemment-wide financial
statements, but in more detail.

The business-type activities had total net position of 26,121,191 at] une 30, 2016, of which (2,734,933)
was unrestricted.

The following table shows the enterprise funds’ actual revenues, expenses and results of operations for the
current fiscal year:
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Major Funds

County Disposal Monmajor internal Service
Sies CSA B¢ Funds Total Funds

Cperating Revenues $  11,717.475 % 3,385,352 $ 15,162,827 $ 68,158,554
Cperating Expenditures (12387, 711) (3,181.211%) {15,548,822) {63,586,240)
Net operating income (loss} {850,238G) 204,141 (448,085} 4,572,314
Net nonoperating revenues/{expenditures) 318,838 153,883 459,731 4,388
Change in net position {331,398 355,034 235836 4,578,703
Net position - Beginning of vear, as restaled 10,765,050 15,332,505 28,087 555 {42 35G,673)
Net position - end of Year 3 10,433,852 3 15,887,538 % 28,121,181 $  {37.773,870)

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 amount of $(6,002,514) as a result of the prior
period adjustment for debt realignmentas mentioned above.

The Internal S ervice 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 $ ervices, P ublic W orks and $ elfdnsurance funds.

GENERAL FUND BUDGETARY HIGHLIGHTS

After the adoption of the 201522016 fiscal year budget, the original G eneral Fund budget was increased by
$6,540,869 during the year, not including transfers out Approximately $1 million was from the S heriff's
division for additional financial resources made available from year-end budget adjustments. An additional
$2 million came from the S tate 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 CalW orks and other
assistance programs.

The 20152016 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 $ heriff's division and overall expenditures in the $ heriff's Detention division, District Attorney salary
increases, and increased salary expenditures in the Probation department S ix million came from the
Health S ervices Agency, which had a $3 million increase in Salaries expenditures and another $3 million
in Other Charges. P ublic Assistance expenditures were $7.8 million over the prior fiscalyear, 6 million from
salaries and benefits and the rest from categorical aids expenditures.

General Fund actual revenues were $26,597,522 lower than 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

F or additional information, readers should refer to the letter of transmittal.
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CAPITAL ASSET AND DEBT ADMINISTRATION

Capital Assets

The County's capital assets for its governmental and business-type activities as of J une 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 20152016 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 Total

2018 2015 2018 2015 2018 2015
Land 3 83588616 3 63,504,578 % 1,858,848 3 1,858,849 3 85,447,485 3§ £5,363 427
Construction in progress 9,232,835 9,988,582 496,335 6,268,785 9,728,170 16,265,367
Infrastructure 618,888,271 810,143,809 - - 618,888,271 10,143,809
Buildings and structures 184,038,984 180,067,844 51,235,384 44,577,288 235,275,378 224,845,232
Equipment 48,244,905 49,128,430 9,644,051 10,437,772 58,588,956 59,566,202
Accumulated deprecietion {400,882,770) {385,648,303) {34,553,232) {34,316,641) {435,446,002) {418,064 ,844)
Total $ 523811841 § 527195040 § 28,881,397 $ 28,825,053 § 552,483,238 § 555,019,083

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 for the 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 79-81 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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Governunental Activities Business-Type Activities Total

2416 2015 2416 2015 2416 2015
Refunding certificates of participation $  3B054,531 8 277258398 3% - 3 - % 3B054,531 & 277258939
Lease revenue bonds 14927 484 12,324,514 6,799,431 - 21,726,515 12,324,514
Lease revenue refunding bonds 1627452 1,600,379 - - 1.627,052 1,600,379
Certificates of participation 13,389,525 27,266 388 - - 13,389,525 27,266,388
Revenue bonds 135,800 185,000 - - 135,000 185,000
Loans payabis 578688 QR 458 288,714 448885 344382 547428
Capital leases 6,739,245 7,530,755 4,414 654 6,743,863 75314048
Total % 74570513 0§ 74801428 % 7080754 % 449610 8 RE2081272 0§ 77,25104K

For the governmental activities, the County had total long-term 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 CSA 9C, a business-type activity, in the amount of $7,039,138, less retirements, to finance the addition
of a 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 longterm debt outstanding of $7,090,759 as
compared to $449,619 in the prior year (excluding postclosure liability), an increase of $6,641,140, due
primarily from the above-mentioned realignment of the 2014 lease revenue bond. Bond retirement
amounted to $403,136 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=closure liability).

The County maintains a Standard & Poor's 'SP-1+" and a Moody's ‘MIG 1' rating for shortterm notes.
Moody’s has assigned its long-term rating on the County's general fund certificates of participation and
lease revenue bonds of “A1” and its Issuer Rating of “Aa3.” This rating was last reviewed by Moody's in
October 2016. Standard & Poor's has assigned its longterm rating on the County’s general fund
certificates of participation and lease revenue bonds of “AA”. This rating was last reviewed by S tandard &
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, $ anta Cruz $anitation 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.

18



FISCAL YEAR 20162017 BUDGET AND ECONOMIC CONDITIONS

The following factors were considered in preparing the County’s operating budget for fiscal year 20152016

The budgetis projecting a steady improvementin County revenues. For budgetyear 2016-17, local
Property Taxes, Transient Occupancy Taxes, and Retail S ales 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 10% , 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 2015-16 actual revenues,

The budget appropriations for total 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 of June 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 forall those withan
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 S treet, Room 100, Santa Cruz, CA 95060.
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GOVERNMENT-WIDE FINANCIAL STATEMENTS

ASSETS

Cash and investmerds

Restricted cash

Loans recelvable

Receivables, net

Receivable from Component Unit

Ceposits with others

nvertory

Prepaid items

Land held for resale

Notes receivable

Acdvances to other entities

Internal balances

Capital Assets:
Nondepreciable asseis
Depreciable assets, net

Total assets

CEFERRED OUTFLOWS OF RESOURCES
Deferred loss on bond refunding
Ceferred pensions

Total deferred outflows of rescurces

LIABILITEES

Payables
Payable to primary government
Accried interest payable
Tax and revenue anticipation notes payable
Advances from grantors and third parties
Compensated absences:
Due within one year
Cue in more than one year
Estimated claims:
Due within one year
Due in more than one year
Cther long-term liabifities:
Due within one year
Due in more than one year
OPEB iiability
Net pension fiability

Total Habilities

DEFERRED INFLOWS OF RESCURCES
Deferred pensions

Total deferred inflows of rescurces

NET POSITION

Net investment in capital assets
Restricted for
DCebt service
Capital asset acquisition
Public safety
Health and public assistance
Public ways and facilities
Cther
Unrestricted

Total net position

COUNTY OF SANTA CRUZ

STATEMENT OF NET POSITION
JUNE 30, 2016

Primary Sovemment

Governmental Business-Type Component
Activities Activities Total Unit

$ 190,295 5598 $ 9131811 $ 199,428 207 14,081 483
15,028 158 7223325 22251493 969,937
59,877,749 53,232 59,935,981 -
44 178,138 889,721 44 845 857 155,904
128 844 - 128 844 -
240000 - 240000 -
502,580 125872 £528,382 13,384
504,966 - 504,966 -
1,643,861 - 1,643,861 -
- - - 55,677
38,250 - 38,250 -
{852,88%) 852 589 - -
72821 4514 2355184 75,176,635 24,556,261
450,960,380 26,326,213 477,316,603 111,312,528
835,396,242 46,737 647 882 133,888 151,144,662
742,500 - 742,500 -
75,4598 998 1,349 859 75,848 857 -
78,241,458 1,349 859 77,591,387 -
25,195,358 1,622 048 27,217,405 8,378,577
R - - 128,844
980,050 - 980,050 135,078
41,500,000 - 41,500,000 -
34,514,450 - 34,514,450 -
21847797 - 21847797 -
5,537,892 - 5,537,892 -
7,874,488 - 7,874,488 -
31,128,844 - 31,128,844 -
5811032 267 542 5,108,574 3,462,801
59,156,481 12 891,526 82,051,007 14,316,350
118,348 505 - 118,348 505 -
318,157,050 5,657,382 321,814,432 -
878 831754 19 868 408 898 700,250 24 015,448
74,088,177 1325273 75,393,453 -
74088 177 1,325,273 75,393,450 -
488,998 543 28 488 343 497 484 388 118,485,668
EReRet - EReRet 989,937
17,895,930 - 17,895,930 -
8,135,289 - 8,135,289 -
2015 889 - 2015 889 -
31,943,887 - 31,943,887 -
- 389,781 389,781 -
(374,144,813} 11,9682 377) {378,102,950) 7,883,549
3 158,737,808 3 26,883,747 3 185,631,556 127,128,154

See accompanying Notes to Basic Financial Statements.
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COUNTY OF SANTA CRUZ
GOVERNMENT-WIDE FINANCIAL STATEMENTS
STATEMENT OF ACTIVITIES
FOR THE YEAR ENDED JUNE 30, 2016

Program Revenues

Fees, Finss Cperaling Capital
and Charges Grants and Grants and
Funclions/Programs Expenses for Services Cantribulions Cantribulions Total
Primary government
Govemmental activities:
General govemnment $ 36,068 404 $ 19082777 $ 2588 224 $ 1,523,631 23,564,832
Public protection 141,368,586 22,513,710 48,237,568 2,004,753 72,758,028
Pubiic ways and facilities 28,271,471 4,928,984 5,537,270 5,269,538 18,735,802
Healfh and sanitation 114,208,718 33,827 487 72,782,720 - 106,710,207
Pubiic assistance 128,834,429 706,153 113,371,189 - 114,071,342
Education 5,004,573 - 92,712 - 92,712
Recrealion and cultural services 8,895,980 3,121,738 8,188 - 3,127,927
Debi service 2,783,781 - - - -
Total governmental activities 483,420,949 24,244 859 244,015,870 8,797,822 337,058,651
Business-type activities:
County Disposal Sites CSA 8C 12,017,848 11,377,751 489,344 27,000 11,894,008
Bouider Creek CSA 7 362,488 451,736 - - 451,736
Rofling Woods C8A 10 14,938 107,867 - - 07,867
Seplic Tank Maintenance CSA 12 1,088,808 1,074,140 - - 1,074,148
Freedom County Sanitation District 867,798 845074 - - 845,074
Davenport Sanitation District 518,219 466,853 203 101,850 569,108
Place de Mer USA 2 38,231 87,150 - - 87,450
Sand Dollar Beach CSA 5 238,852 282,840 - - 282,640
Trestle Bsach CSA 20 45,085 45,889 - - 45,869
Summit West C8A 54 121 - - - -
Graham Hill C8A 57 10,652 33,823 - - 33,823
Total business-typs activities 15,141,540 14,783,103 489,547 128,950 15,361,801
Total primary government 3 478,562,488 $ £8,007 862 3 244 505,417 3 8,826,872 352,440,252
Component unit
Santa Cruz County Sarnitation District 3 21,851,585 3 23,481,087 3 - $ 1,586,016 25,077,083

General Revenues

Taxes:

Froperty taxes

Property transfer fees
Sales and use taxes
Transient occupancy taxes

Other taxes

Total taxes

fnterest and investment earnings
Galn/tiossy on disposal of capital assels
Misceflansous

Tolal general revenues

Change in net position before prior period adiystment
Nst position - beginning of year
Prior period adjustment (Note 21)

Nst position-beginning, as restated

Nst position - end of year

See accompanying Notes to Basic Financied Statements.
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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

Govemmental Businass-Typs Componsnt
Activitiss Activities Tolad Unit
11,503,772) § - {11,503,772)
158,813,557} - (88,813,55T)
{11,535,669) - {11,535,869)
(7,498,509} - {7,4%8,509)
{12,763,087) - {12,763,087)
(5,811,861} - {5,911,861)
(5,772,053) - {5,772,053)
(2,763,791} - {2,763,791)
(126,362,288 - {126,362,298)
- (123,752) {123,752)
- ©9,248 99,248
- 92,528 92,928
- {15,469} (15,469)
- 37,278 37,278
- 50,887 50,887
- 48,918 48,919
- 25,988 25,988
- 784 784
- 1z {121)
- 23,371 23,371
- 243,081 244,061
{126,362,288) § 244,081 {128,122,237)
$ 3,225,488
100,143,100 28,005 100,172,105 1,588
2,268,471 - 2,288 471 -
10,070,872 - 10,070,872 -
7083724 - 7,083,724 -
4,835,298 - 4,835,206 -
124,389,463 29,005 124,428 488 91,588
4,088,111 {170,078} 3,828,032 144,855
87,880 - 7,880 -
©,458,871 332,031 8,791,702 800
138,053,235 180,857 138,244,192 237,053
11,880,837 431,018 12,121,858 3,482,541
141,188,568 32,485,243 173,834,811 124,837 087
5,877,304 {8,002,514) {125,210} {870,474)
147,048,872 28,482,728 173,508,801 123,688,813
158,737,808 $ 28,883,747 185,831,556 $ 127,128,154
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FUND FINANCIAL STATEMENTS
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GOVERNMENTAL FUND
FINANCIAL STATEMENTS

General Fund - The General Fund 5 used o account for sources and uses of financial resources
waditionaily associated with governments, and which are not required 1o be accounted for in another fund.

Housing Fund - The Housing Fund is primarily used 1o account for Community Development Block
Grant Programs. The principal sources of revenues are State grants and housing rehabifitation loan
repayments.

Capital Projects Fund - The Capital Projects Fund is used 1o account for financial resources to be used
for the acquisiton of land, and acqguisition and construction of major faciliies other than those fimanced by
the proprietary funds,

Nonmajor Governmental Funds - Nonmajor Governmental Funds is the aggregate of all the nonmajor
governmental funds.
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ASSETS

Cash and investments

Restricted cash and investments

Receivables, net

Due from other funds

Due from other governments

Loans receivable

Deposits with others

Prepaids

Land heid for resale

Advances lo other funds
Total assets

LIABILITIES
Payables

Tax and revenue anticipation notes payabie

Due to other funds

Advances from grentors and third parties

Total liabilities

FUNLC BALANCES

Nonspendabie
Rastricted
Comrmitted
Assigned
Unassigned
Total fund balances

Total liabilities and fund balances

COUNTY OF SANTA CRUZ
GOVERNMENTAL FUNDS
BALANCE SHEET

JUNE 30, 2016

Major Funds

Nonmajor Total
General Housing Capitat Projects Governmentat Governmental
Fund Fund Fund Funds Funds
113,047,344 $ 16,477,288 & 8,540,588 20,585,832 158,850,821
- - - 15,028,188 15,028,188
32,280,501 1,757,081 1,268,882 7,888,728 43,318,200
1,415,354 - 17,822 - 1,432,178
38,250 - - - 38,250
128,000 55,748,748 - - 58,877,748
80,000 - - - 80,000
443 863 - - - 443,883
- 1,643,851 - - 1,643,891
- - - 244 880 244 880
147,453,312 3 78,628,020 3 7,827,270 43,858,206 278,766,808
20,085,827 $ 27,841 $ 1,038,486 2272954 23,432.818
41,500,000 - - - 41,500,000
- - - 2,817,888 2,817,888
34,121,668 - - 388,784 34,510,480
85,717,293 27,841 1,038,488 5,478,737 102,261,387
751,038 - - - 751,028
- 78,800,178 8,780,774 38,378,488 124,788,422
17,251,088 - - - 17,251,088
33,787,088 - - - 33,787,098
{33,207 - - - {33,207)
51,736,018 78,800,178 8,780,774 38,378,488 178,505,441
147,453,312 3 79,628,020 3 7,827,270 43,858,206 278,766,808

33
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COUNTY OF SANTA CRUZ

RECONCILIATION GF 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 Aclivities in the Statement of Net Position were different
pacause:

Capital assets used in governmental activities are not financial rescurces and therefore are
not reported in the governmental funds. {Net of 510,641,224 of internal service fund capital
assetis.}

Deferred outflows of rescurces reported in the Statement of Net Position are not reported in
the governmental funds.

internal service funds are used by management o charge the costs of certain activiies 1o
individual funds. The assets, deferred outflows of resources, liabilities and deferred inflows of
resources of the internal service funds are included in governmental activities in the
Governmeni-Wide Statement of Net Position:

Internal service funds included in governmental activities

Transfer of internal service funds {0 business-type activities

Long-term lisbilities were not due and payable in the current period. Therefore, they were not
reporied in the govermnmental funds.

Refunding certificates of participation, including premium {38,094 531
Lease revenus bonds {14 927 484
Lease ravenus refunding bonds, including premium {1,627 052
Cerlificates of participation, including premium (13,389,529
Revenue bonds {135,000
California Erergy Rescurces Conservation and Develepment Commission {57 668
Pension liability {280,280,362
Other post-employment benefits {OPEB) liability {118,348,505
Compensated absences {22518,292
Capital leases {4,345756

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.

Beferred inflows of resources reported in the Statement of Net Position are not reported in the
governmental funds.

Net Pesition of Governmentatl Activities

Bee accompanying Notes t¢ Basic Financial Statements
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$ 175,505,441

513,170,618

67,988,856

(37,773.970)
(772,556

(493,724,179}

(960,050}

(65,696,351}

S 158737809




REVENUES:

Taxes

Licenses and permiis

Fines, furfeits and penalties
Use of money and property
Aid from other governments
Charges for services

Cther

Total revenues

EXPENDITURES:
Current:
General government
Public protection
Public ways and facilities
Health and sanitation
Public assistance
Education
Recreation and cultural services
Debt service:
Principal
interest and fiscal charges
Capital cutiay

Total expenditfures

REVENUES QVER {UNDER} EXPENDITURES

OTHER FINANCING SOURCES {USESh:
Transfers in

Transfers out

Proceeds of bonds issued

Bond premium/discount

Payment to Bond Refunding escrow agent
Issuance of Debt-Refunding Bond
inception of capilal lease

Sale of general capital assels

Total other financing sources {uses}
Nst change in fund balances

Fund balances - beginning
Prior period adjustment
Fund balances - beginning, as resiated

Fund balances - ending

COUNTY OF SANTA CRUZ
STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCES
GOVERNMENTAL FUNDS
FOR THE YEAR ENDED JUNE 30, 2016

Ifajor Funds
Nonmajor Total
General Housing Capital Projects Governmental Governmental
Fund Fund Fund Funds Funds

$ 107,568,543 3 -8 - 16,832,820 § 124,388,483
11,875,855 - - 4,850 11,880,505
3,817,248 - - 12,8386 3,830,182
3,820,168 277,883 38,088 145,388 4,082,538
234,772,832 1,208,523 450,301 16,381,138 252,813,792
57,591,811 348,387 75,808 10,713,088 88,734,172
3,001,431 3,828,527 1,571 3,052,918 8,685,447
422,045,884 5,486,310 570,868 47 143,037 475,228,097
29,664,592 - - 1,748,683 31,414,275
133,115,694 - - 13,318,715 146,434 403
230,884 - - 20,008,823 20,248,707
117,008,778 - - 33,878 117,040,855
124,884,705 5,050,484 - - 130,035,188
123,588 - - 5,868,403 5,782,972
7,188,888 - - 1,477,683 8,688,548
- - - 4,744,188 4,744,168
{17,225) - - 2,787,182 2,788,857
- - 7,807,184 - 7,807,184
412,308,884 5,050,484 7,807,154 48,788,511 474,754,043
$,738,00C 415,818 (7,036,288) (2,848,474) 472,054
4,025,238 - 4,584 321 8,465,408 17,488,965
(12,302,785} - {62,285) {5,335,769) (17,700,819}
- - - $,545,000 8,845,000
- - - 80,130 80,130
- - - (13,087,459 (13,087,459)
- - - 13,770,000 13,770,000
88,885 - - - 88,885
- 87,980 - - 87,980
{8,207,882) 87,980 4,832,058 13,811,308 10,833,482
1,531,138 513,808 {2,104,232) 11,184,834 11,105,648
50,204,881 79,858,218 8,885,008 28,250,258 167,208,384
{772,8485) - {1,038,824) {1,808,469)
50,204,881 78,086,373 8,885,008 27,213,835 165,398,885
$ 51,736,012 % 79.800,17¢ % 3,790,774 38,378468 $ 175,505441

See accompanying Notes to Basic Financial Siatements
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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 3 11,105,548
Amounts reporied for governmental activities in the Statement of Activities were different because:
Governmental funds reported acquisitions of capital assets as part of capital outlay expenditures.

However, in the Government-Wide Statement of Activilies, the cost of those assels was allccated
aver their estimated useful lives as depreciation expense:

Expendiiures for general capital assets, infrastruciure, and other related capital assets 3 16,660,168
Retirement of capiial assets {128,648)
Less current year depreciation {21,124,248) {4,593,728)

issuance of long-term debt provided current financial resources to the governmental funds, but
issuing debi increased long-term liabiliies in the Governmeni-Wide Statement of Net Posilion. Also,
the governmential funds report the effect of issuance costs, premiums and discounts when debt is
first issued, whereas these amounts are deferred and amoriized in the Statement of Activities:

inception of capilal iease {68,281}
Premium on long-term debt {80,130)
Lease revenue bonds issued {9,945,000)
Refunding ceriificates of participation issued {13,770,GGG) (23,844 411)

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 ceriificates of participation 3,385,660
Certificates of pariicipation 43,860,000
Lease revenue bonds 350,000
Lease revenue refunding bonds &4,168
Revenue bonds 30,0660
California Energy Resources Conservation and Development Commission 40,738
Capital ieases 454 679 18,184,633

Some expenses reported in the Government-Wide Statement of Activities do not require the use of
current financial rescurces. Therefore, they are not reported as expenditures in the governmental

funds:
Amortization of bond premium/discount 45 448
Change in accrued interest payable 432147
Change in compensated absences {438,854)
Change in deferred loss on bond refunding 742,500
Change in net pensicon liability 14,235,279 14,627,550

OPEE obligation cosis do nol require current resources, so they are not reporied in the
governmental funds. {7.957,876)

internal service funds were used by management to charge the cosis of cerfain aclivilies o
individual funds. The net income of the internal service funds was reported with governmental

activities, 4 575,703
Reverse of prior year transfer of internal service funds to business-type achvities. 385,174
Transfer of infernal service funds io business-type activities. {772,556)
Changes in Net Position of Governmental Activitias before Prior Pericd Adjusiment 11,696,837
Prior Period Adjustment {See Note 21) 5,877,304
Changse in Net Position of Governmental Activities $ 17,568,241

See accompanying MNotes to Basic Financial Statements
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PROPRIETARY FUND
FINANCIAL STATEMENTS

Froprietary Funds - Proprietary Funds consist of Enterprise Funds and Internal S ervice Funds,

Enterprise Funds - The Enterprise Funds are used to account for County operations that are financed
and operated in 2 manner similar 1o private business enterprises. The intent of the County in using this
tvpe of fund is t© determine that the costs (expenses, including depreciation) of providing these senvices
o the general public on a continuing basis are financed or recovered primarily through user charges.

County Disposal Sites CSA 9C - The County Disposal Sies CSA 8C Fund is used to account
for the activides of the County's refuse utility, which provides refuse pick-up services, recycling
services, and a sanitary landfill for residents of the County.

internal Service Funds - The Internal Sewvice Funds are used 1o account for the financing of goods or

services provided by one deparment or agency to other depariments or agencies of the government and
1o other government units, on a cost reimbursement basis.
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ASSETS

Current assets:
Cash and investments
Restricted cash
Receivables
Due from other funds
Deposits with others
Inventory
Prepaid items
Total current asseds
Noncurrent assets:
Loans receivable
Non-depreciable
Land
Construction in progress
Depreciable:
Buildings and siructures
Equipment
Accumulated depreciation
Capital assets, net

Total noncurrent assets
Total assets

CEFERRED OUTFLOWS OF RESOURCES
Daeferred pension

Totai deferred outflows of resousces

LIABILITIES

Current liabilities:
Payables
Due to other funds
Advances from other funds
Current portion of long-term liabifities
Capital leases
Claims fability
Compensated absences, due within ona year
Total current iabilities
MNeoncurrent liabilities:
Long-term liabilities
Capital leases
Claims liability
Closure and postclosure care costs liability
Compensated absences, due in more than one year
Net pension lability
Total noncurrent Sabifities

Total liabilities

DEFERRED INFLOWS OF RESOURCES
Daeferred pension

Totai deferred inflows of resources

NET POSITION
Net invesiment in capital assets
Restricted for:
Dabt service
Unrestricted

Totai net position

COUNTY OF SANTA CRUZ
STATEMENT OF NET POSITION

PROPRIETARY FUNDS
JUNE 30, 2016
Business-Type Activities - Enfernrise Funds Govemnmentg!
County Nonrnajor Activities
Disposal Enterprise Internal

Sites CSA 8C Funds Totat Service Funds
3 3,570,888 % 5,560,723 3} 89,131,811 % 33,645,765
7,208,740 16,585 7,223,325 -
512,825 157,088 868,721 988,580
324,813 - 324,813 1,784 888

- - - 150,000

125,672 - 125,672 502,630

- - - 51,103

11,740,738 5,734,404 17,475,142 37,143,838

- 53,232 53,232 -

1,858,848 - 1,858,848 a7 887

- 496,335 498,335 571,660

32,370,844 18,884,751 51,235,385 3,431,999
9,519,391 124,860 9,844,051 28,870,750
{25,517 487} {9,035,746) {34,553,233) {22 129 872}
18,231,397 10,450,000 28 881,397 10,641,224
18,231,387 10,503,232 28,734 628 10,641,224
28,872,135 16,237 638 46,208,771 47,784 260
1,348,868 - 1,348,868 8,252 842
1,348,868 - 1,348,868 §,252 842
758,663 2673383 1,022,048 2,782 4414

- - - 734,888

244 880 - 244 880 -
248,707 46 683 286,400 -

1,142 - 1,142 436,613

- - - T.B74,488

- - - 3,362,989

1,254,192 310,078 1,564 268 15,171,429
6,548,724 240,021 6,788,745 -
3,472 - 3,472 1,956,880

- - - 31,129,840

6,098,308 - 6,098,308 -

- - - 1,304,408

5,657,382 - 5,657,382 35,874,688
18,308,887 240,021 18,548 808 70,267 817
18,563,078 550,087 20,113,178 85,438,046
1,325,273 - 1,325,273 8,371,828
1,325,273 - 1,325,273 8,371,826
18,226,783 10,238,560 28,466,343 10,641,224
346,384 43,427 388,781 -
{8,138,485) 5,404,552 {2,734 B33y 148,415,184}

¥ 14,433,882 3 15,687,538

Adjustment to reflect the consolidation of internal service fund activities related to enterprise funds
Nat Position of Business-type Activities per Govermnmeni-\Wide Financial Statements

§

28,121,181 3 {37, 773870;

772,556
78,603,747

See accompanying Noles fo Basic Financial Slatements
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STATEMENT OF REVENUES, EXPENSES, AND CHANGES IN FUND NET POSITION
PROPRIETARY FUNDS

COUNTY OF SANTA CRUZ

FOR THE YEAR ENDED JUNE 30, 2016

OPERATING REVENUES:

Charges for services
Cther revenues

Total operating revenues

OPERATING EXPENSES:

Salaries and employee benefits
Services and supplies

Insurance and compensation claims
Deprecialion and amaortization

Total operating expenses
Operating income {loss)

NONOPERATING REVENUES {EXPENSES)

intergovernmental

Interest and investment income

Properiy taxes

Gainflloss) on disposal of capilal assets

interest expense

Total nonoperating revenuss {expenses)

Income {loss) before transfers

Capital Contributions
Transfers in
Transfers cul

Change in net position
Net position - beginning
Priar pericd adiusiment

Met posilion - beginning, as resialed

Net position - ending

Change in Net Position of Business-type Activilies

Adjustment to reflect the conscolidation of internal service fund activities related fo enterprise funds

Business-Type Actlivities - Enterprise Funds Governmental
County Nonmajor Activities
Cisposal Enterprise internal

Sites CSA 8C Funds Total Service Funds
$ 11377751 0% 3385352 $ 14763103 %  £3,007.518
338,724 - 338,724 151,038

14,717 475 3,385,352 15,102,827 58,158 554

- - - 34,787,460

11,158,613 2,692,883 13,852,486 14,868,023

- - - 12,032,583

1,208,088 488,328 1,696,428 1,888,164

12,367,711 3,181,211 15,548,822 83,588,240

{650,238} 204,141 {4486,085) 4,572,314
516,344 203 516,547 -
50,268 38,47¢ 98,747 161,348
- 23,005 23,005 -
- {7,693 {7,693 {221,04G)
(257,774 {11,051 {268,825) (147,773
318,838 48,043 387,781 {207 485)
{331,398 253,084 (78,314} 4,364 848
- 1G1,85C 1G1,85C -
- 381,558 381,558 211,854
- {381,558) {381,558) -
(331,388) 355,034 23,838 4,576,703
16,767,564 15,332,505 32,106,069 {42,350,673)
{8,002,514) - (6,062,514 -
16,765,050 15,332,505 26,097,555 (42,350,873)
$ 10433852 § 15887538 § 254121191 § {37.773,870)
$ 23638
407,382
% 431,018

Change in Net Positon of Business-type Activities per Government-Wide Financial Statements

See accompanying Motes fo Basic Financial Statemenis
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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 Governmental
County Nonmaior Activities
Disposal Enterprise internal
Sites CSA 8C Funds Tuotsl Service Funds
CASH FLOWS FROM OPERATING ACTIVITIES:
Receipts from customers and users $ 12,341,840 3 2,428,334 § 15771174 § 24,881,085
Receipis from interfund charges for services - - - 234,583,804
Paymenis fo suppliers for goods and services (8,022,442) {1,843,400) {7,865,842) [24,448,315)
Paymenis to employees for salaries and benefils - - - [24,445,800)
Fayments to other funds for services provided {6,851,770) (1,013,209 {7,864,879) -
Fayments for judgments and claims - - - {4,767,871)
QCther payments - - - {25,201)
HNet cash provided {used]j by operating activities {532,372) 472,725 {59,847 5,898,282
CASH FLOWS FROM NONCAPITAL FINANCING ACTIVITIES:
Transfers from other funds 88,001 384,559 482,560 211,854
Transfers to other funds - {381,558) {381,558) -
Cperatling granis 27,000 - 27,000 -
Property laxes - 28,6363 28,6363 -
Net cash provided by noncapital financing activities 115,081 32,008 147,008 211,854
CASH FLOWS FROM CAPITAL AND
RELATED FINANCING ACTIVITIES:
Froceeds from capital related delt 7.038,138 - 7.038,138 -
Capital contribulions - 101,850 101,850 -
Acqguisition and construction of capital assels {1,814,258) {382,113) {1,888,371) {2,668,878)
Principal paid on capital debt 481,179) {182,338) (823,B17) (414,832)
Interest pald on capital debt {288,385) {11,217) {287.812) {148,580)
Froceeds from sale of capital assels - - - 51412
Het cash provided {used] by capitai
and reiated financing activities 4 877,307 {453,718} 4223 588 {3,228,188)
CASH FLOWS FROM INVESTING ACTIVITIES:
interest on investments 80,268 238,479 88,747 161,348
HNet cash provided by investing activities 80,288 3BATS BB, 74T 181,348
HNet increase in cash and cash equivalents 4,220,204 83,484 4,408 888 3,041,288
CASH AND CASH EQUIVALENTS:
Beginning of year 8,457 424 5,487,814 11,845,238 30,804,488
End of year $ 10777828 & 5577308 § 182354838 § 33845785
{Continued)

See accompanying Notes to Basie Financial Statements
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COUNTY OF SANTA CRUZ
STATEMENT OF CASH FLOWS {CONTINUED)
PROPRIETARY FUNDS
FOR THE YEAR ENDED JUNE 30, 2016

Buysiness-Type AcHivilies - Enterprise Funds Governmental
County Nonmaior Activities
Disposal Enterprise internal
Sites CSA 8C Funds Tatal Service Funds
RECONCILIATION OF CPERATING INCOME {LOSS])
TO NET CASH PROVIDED {UUSED) BY OPERATING
ACTIVITIES:
Cperating income {loss) 3 {850,238) % 204,141 % {448,085) % 4,572,314
Adjustments to reconcile operating income {loss) o
net cash provided {used) by operating activities:
Depreciation and amortization 1,208,088 488,328 1,686,426 1,888,164
Changes in assels and liabilities:
{increase) decrease in:
Receivables 4979731 {120,201) 4,859 530 33,787
Inventory {123,457) - {123,457) 2,282
Prepaid items - - - 13,853
Due from other funds - - - {891,220)
Deferred cutflows of rescurces {848,724 - {848,724 {5,080,433)
increase {decrease; in:
Payables {8,588,000) {88,543) {B,885,543) {128,122)
Bue o other funds {321,258) - {321,258) 734,888
Accrued salaries and benefits - - - 1,012,287
Compensated absences - - - 348,717
Claims and judgments - - - 17,218
Capital leases - - - {3,388)
Deferred inflows of resources 171,848 - 171,848 1,023,443
Closire and postclosure care Hability 255,481 - 255,481 -
Met pension liability 382,384 - 382,384 2,338,432
Total adjustments 117,884 288,584 388,448 1,322,988
Net cash provided {used] by operating activities 3 (532372 § 472725 § {55847, § 55886282

See accompanying Notes to Basie Financia! Statements

43



44



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 notreflected in the governmentwide financial siatements because
the resources of those funds are notavailable to support the County's own programs.

Agency Funds - The Agency Funds are used 1o account for the receipt and disbursement of various
taxes, deposis, deductions, and propery collected by the County, acling in the capacity of an agen,
for diswibution 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 eamings through
invesiment activities.

Private Purpose Trust Fund - The Private Purpose Trust Fund is used o report resources of other

trust arangemenis in which principal and income benefit individuals, private organizations, or other
governments.
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COUNTY OF SANTA CRUZ
STATEMENT OF NET POSITION
FIDUCIARY FUNDS

JUNE 30, 2016

Invesiment Private Purpose
Agency Trust Trust
Funds Fund Fund
ASSETS
Cash and investments $ 58285557 & 425895722 & 13,725,531
Restricted cash with fiscal agents - - 9,080,134
Receivables 11,049,061 - -
Prepaid insurance - - 1,042,640
Capital assets, net - - 9,118,080
Total assets $ 67334618 § 425885722 § 32,966,385
DEFERRED OQUTFLOWS OF RESOURCES
Loss on refunding of debt - - 323,993
Total deferred outflows of resources - 5 - 323,993
{JABILITIES

Accounts payable $ 6300307 & - § 5,532

Interest payable - - 2,848.041
Due to other governmental units 32,374,592 - -
Agency funds held for others 28,659,719 - -
Long-term debt - - 223,275,982
Total liabilities $ 67334818 3% - 8 226129555

DEFERRED INFLOWS OF RESOURCES
Deferred tax increment revenue $ - $ - % 5,385,696
Gain on refunding of debt - - 109,829
Total deferred inflows of resources % - 3 - § 5,495,525
NETPOSITICN

Net position held in trust 3 - $ 425895722 § {198,334,702)

See accompanying Notes to Basic Financied Statemenis.
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COUNTY OF SANTA CRUZ
STATEMENT OF CHANGES IN NET POSITION
FIDUCIARY FUNDS
FOR THE YEAR ENDED JUNE 30, 2016

Invesiment Private Purpose
Trust Trust
Fund Fund
ADDITIONS
Contributions:
Contributions to investment pool $ 1,280,488,853 $ -
Condributions from other agencies - 21,087
Total contributions 1,289,486,653 21,087
invesiment income 2,291 910 55,582
Tax increment received - 20,163,666
Other revenue - 70,248
Total Additions 1,291,778,563 20,310,593
DEDUCTIONS
Distributions from investment pool 1,237,712,835 -
Payments in accordance with trust agreementis - 11,089,383
Total Deductions 1,237,712,835 11,089,383
Change in net position held in trust 54 065 928 9,221,210
Net position held in trust - beginning of year 371,829,794 (207,555,912}

Net position held in trust - end of year

$ 425895722

$  (108,334,702)
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COUNTY OF SANTA CRUZ
NOTES TO BASIC FINANCIAL STATEMENTS
FOR THE YEAR ENDED J UNE 30, 2016

NOTE 1 -SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

A. Reporting Entity

The County of S anta Cruz (County) was established by an act of the S tate Legislature of California in 1850
and is governed by a five-member elected Board of S 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 $ tates (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 andor

+ s in a relationship of financial benefit or burden with the component unit
2. The component unitis fiscally dependent upon the County.

2. 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 fromthese units are combined with data of the primary government. The discretely presented component
unit is reported in a separate column in the Government2Wide Financial S tatements 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 and Water Conservation District - Zone 7 (Zone 7) was established to provide funding
for the local share of proposed Army Corps of E ngineers flood control projects on the Pajaro River, $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 of W atsonville and another appointed by the Pajaro Valley W ater
Management Agency. Administrative services are provided by the County's Department of Public W orks.
Complete financial statements may be obtained from the Department of Public Works at 701 Ocean S treet,
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 $anitation 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 P ublic W orks under the direction of the District B oard of Directors. The District,
as a component unit, is presented separately from the primary government in the GovernmentW ide
Financial & tatements. 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 S treet, Room 410, Santa Cruz, CA 95060.

Districts Governed by the Board of Supervisors

P ublic Protection

¢ Aptos Seascape County Service Area (CSA) 3
County Fire Protection CSA 48
Police Protection CSA 38
Pajaro S torm Drain Maintenance District
Pajaro Dunes Fire Protection CSA 4
Pajaro Dunes S tation Maintenance Fund
Pajaro Dunes S tation Assessment District Reserve
Santa Cruz County Flood Control and W ater Conservation Zone 4
Santa Cruz County Flood Control and W ater Conservation Zone 5
Santa Cruz County Flood Control and W ater Conservation Zone 6
Santa Cruz County Flood Control and W ater Conservation Zone 8
Santa Cruz County Flood Control and W ater Conservation Zone — General

Health and S anitation
¢ Pasatiempo Rolling Woods S ewer District

Recreation and Culture
e Streetscape CSASE
¢ Parks and Recreation District CSA 11
e CSAI1lZoneE
¢ CSA 1L Lompico Community
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NOTE 1 -SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

A. Reporting Entity (Continued)

P ublic Ways and Facilities
¢ County Highway Lighting CSA 9
County Highway Residential Lightihg CSA 9 Zone A
School Crossing Guard CSA 9 Zone B
County Road Maintenance CSA 9D Zone 1
County Road Maintenance CSA 9D Zone 2
CS5A 9D Zone 3
Hutchinson Road CSA 13
Oakflat Road CSA 13A
Huckleberry Woods Road CSA 15
Robak Drive CSA 16
Empire Acres CSA 17
W hitehouse Canyon CSA 18
Westdale Drive CSA 21
Kelly Hill CS A 22
Old Ranch Road CS A 23
Pineridge CSA 24
Viewpoint Road CSA 25
Hidden Valley CSA 26
Lomond Terrace CSA 28
Glenwood Acres CSA 30
View Circle CSA 32
Soquel Village Parking Improvement
Underground Utilities #4-4 15 Ave,

Redwood Drive CSA 33
Larsen Road CS A 34

County Estates CSA 35
ForestGlen CSA 36

Roberts Road CSA 37

Reed Street CSA 39

Ralston Way CSA 40

Loma Prieta CSA 41
SunlitLane CSA 42
Bonita-Encino Drive CSA 43
SunbeamW oods CS5A 44
Pinecrest CSA 46

Braemoor CSA 47

Vineyard CSA 50

Hopkins Gulch CSA 51

Upper PleasantValley CSA 52
Mosquito AbatementCSA 53
Riverdale Park Road CSA 55
Felton Grove CS A 56
Mansfield 5 treet Assessment Dist
Ridge Drive CSA 58
McGaffigan Mill Road CSA 59

G eologic Hazard Abatement Districts (GHAD)
e Corralitos GHAD
¢  Mid-County GHAD
¢ Hearwood GHAD

The following Board G overned District funds are reported as Enterprise Funds ($ewer and Refuse Disposal
Districts):

Boulder Creek CSA 7

Rolling Woods CSA 10

Septic Tank Maintenance CSA 12
Freedom County Sanitation District
Davenport County 5 anitation District
County Disposal Sites CSA 9C

Place De Mer CSA 2
Sand Dollar Beach CSA S
Trestle Beach CSA 20
SummitWestCSA 54
Graham Hill CSA 57

B. Basis of Accounting and Measurement Focus

The G overnmental Accounting S tandards 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 of resources, liabilities, deferred inflows of resources, 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 Meas urement Focus (Continued)

New Accounting Pronouncements

The following GAS B Statements have been implemented in the current financial statements:
GASB Statement No. 72

The primary objective of GASB 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 ) une 15, 2015. The effect of
this statement can be seen in Note 2 - Cash and Investments S ection F, which demonstrates the fair value
measurements of the County’s investments.

GASB Statement No. 73

GASB Statement No. 73, Accounting and Financial Reporting for Pension and Related Assets that are not
within the Scope of GASB S tatement No. 68, and Amendments to Certain Provision of GAS B S tatements 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 J une 15, 2015, except those provisions that address employers and
governmental nonemployer contributing entities for pensions thatare not within the scope of GASB Statement
No. 68, which are effective for fiscal years beginning after June 15, 2016. This statement has ho significant
impact on the County's financial statements.

GASB StatementNo. 76

The objective of GASB Statement No. 76, The Hierarchy of G enerally Accepted Accounting Principles for § tate
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 J une 15, 2015. This statement has no significant
impact on the County's financial statements.

GASB StatementNo. 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 G AS B S tatements will become effective for fiscal years subsequentto ] 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.

GASB StatementNo. 74
The objective of GASB Statement No. 74, Financial R eporting for P ostemployment Benefit Plans Other Than
Pension Plans, is to improve the usefulness of information about postemployment benefits other than pensions

{other postemployment benefits or OPEB). The requirements of this statement are effective for the County’s
fiscal year beginning after ) une 15, 2016.
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NOTE 1 -SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

B. Basis of Accounting and Meas urement Focus (Continued)

U pcoming Accounting P ronouncements, (Continued)

GASB Statement No. 75

GASB 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 postemployment benefits or OPEB). The requirements of this statement are effective for the
County's fiscal year beginning after J une 15, 2017.

GASB Statement No. 77

GASB 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.

GASB Statement No. 78

GAS B StatementNo. 78, Pensions Provided through C ertain Multiple£ mployer Defined Benefit P ension Plans,
impact of implementation on the County's financial statements has not been fully judged. The requirements of
this statementare effective for the County’s fiscal year beginning after December 15, 2015.

GASB Statement No. 80

GASB 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 ] une 15, 2016.

GASB Statement No. 81

GASB Statement No. 81, Irrevocable S plitdnterest Agreements, 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 December 15, 2016.

GASB Statement No. 82
GASB 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) une 15, 2016.
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NOTE 1 -SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

B. Basis of Accounting and Meas urement Focus (Continued)

Government-Wide Financial $ atements

The County’s GovernmentW ide Financial Statements include a S taternent of Net Position and a S tatement of
Activities. These statements present summaries of govemmental 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 notincluded 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 S tatement of Net Position. The Statement of Activities presents
changes in net position. Under the accrual basis of accounting, revenues are recognized in the period in which
they are earned while expenses are recognized in the period in which the liability is incurred.

Certain types of transactions are reported as program revenues for the County in three categories:

¢ Fees, fines, and charges for services
¢ Operating grants and contributions
e Capital grants and contributions

Certain eliminations have been made as prescribed by GAS R S tatementNo. 34 in regards to interfund activities.
Allinternal balances in the $ tatement of Net P osition have been eliminated exceptthose representing balances
between the governmental activities and the business-type activities, which are presented as internal balances
and eliminated in the total primary govemment column, if any. In the $tatement 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
e Advances to and from other funds
e Transfers in and out

The County prepares a County-wide costallocation plan in accordance with Federal Office of Managementand
Budget (OMB). 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 Meas urement Focus (Continued)

Govermnmental Fund Financial S tatements

Governmental fund financial statements include a Balance S heet and a Statement of Revenues, Expenditures
and Changes in Fund Balances for all major governmental funds and nonmajor funds 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 S tate
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-inprogress, buildings and improvements, improvements other than buildings, and
infrastructure. Revenues are provided by County Lease Revenue bonds as well as contributions from the
former Redevelopment Agency per the County-R edevelopment 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 liabilites 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 availa bility 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.

P roperty taxes, sales taxes, franchise taxes, licenses, and interestassociated 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 S tatements to the GovernmentW ide Financial S tatements
are provided to explain the differences created by the integrated approach of GASB S tatement No. 34,
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NOTE 1 -SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

B. Basis of Accounting and Meas urement Focus (Continued)

Proprietary Fund Financial S tatements

Proprietary fund financial statements include a S tatement of Net P osition; a S tatement of Revenues, E xpenses
and Changes in Fund Net P osition; anda S tatement of Cash 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. User fees, 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. Intemal service balances and activities have been combined with the
governmental activities in the G overnment-Wide Financial S tatements.

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 S tatement of Net Position. The $tatement of
Revenues, Expenses and Changes in Fund Net Position presents increases (revenues) and decreases
{expenses) in total net position. Under the accrual basis of accounting, revenues are recognized in the period
in which they are earmed while expenses are recognized in the period in which the liability is incurred.

Fiduciary Fund Financial S tatements

Fiduciary fund financial statements include a $ tatement of Net Position for all Agency Funds, the Investment
Trust Fund, and the Private Purpose Trust Fund and a § tatement of Changes in Net P osition for the 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 liabiliies) and do not involve
measurement of results of operations. Agency funds are accounted for using the accrual basis accounting.
These funds, including S tate 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 for the benefit of all 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 S anta Cruz RedevelopmentS uccessor 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 shortterm
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 atamortized
cost All other investments are stated at fair value. Marketvalue is used as fair value for those securities for
which market guotations 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 S tate 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.

Inaccordance with GAS B $tatementNo. 40, Depositand Investment Risk Disclosures (an amendment of GAS B
Statement No. 3), cerain disclosure requirements, if applicable, are provided for depositand investment risk in
the following areas:

¥ InterestRate Risk
¥ CreditRisk

+ Overall

+ Custodial CreditRisk

+ 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 depositaccount

D. Interfund Transactions

Activity between funds thatare representative of lendingborrowing arrangements outstanding at the end of the
fiscal year are referred to as “due tofrom other funds” (i.e., current portion of interfund loans) or “advances
from/o other funds” (i.e., noncurrent portion of interfund loans). Any residual balances outstanding between
the governmental activies and business-type activities are reported in the GovernmentWide 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. Costis 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 governmentwide and fund financial statements. The cost of prepaid items is recorded as
expenditures fexpenses 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-inprogress, 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 G ovemmentW ide Financial S tatements. 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 straightdine basis over estimated useful lives of the assets as follows:

Infrastructure 4-65 years
B uildings and structures 10-50 years
E quipment and vehicles 3-15 years

For infrastructure systems, the County elected to use the “Basic Approach” as defined by GAS B § 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—elated 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. B etterments and major improvements which
significantly increase values, change capacities, or extend useful lives are capitalized. Upon sale or retirement
of capital assets, the costand 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 R econciliation of the G overnmental Funds
Balance $ heet to the Government-Wide S tatement of Net P osition.

The capital assets of the enterprise funds in the Proprietary Fund Financial S tatements are the same as those
shown in the business-type activities of the GovernmentWide Financial S tatements. Internal S ervice Funds’
capital assets are combined with governmental activities.

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 Qutflows and Inflows of Resources

The County recognizes deferred outflows of resources and deferred inflows of resources in accordance with
GASB Statement No. 63 and GASB Statement No. 65. Deferred outflows and inflows of resources were items
previous ly reported as assets and liabilities and are defined as “a consumption of net 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
GovernmentWide Financial S tatements

Long-term debt and other financed obligations are reported as liabilities in GovernmentWide Financial
Statements and the Proprietary Fund Financial $ tatements.

R ond premiums and discounts are deferred and amortized over the 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 § tatements do not present long-term debt. As such, long-term debtis shown
as a reconciling item in the Reconciliation of the G overnmental Funds Balance § heet to the GovernmentW ide
S tatement of Net P osition.

J. Compensated Absences
GovernmentWide Financial S tatements

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 at] 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-end 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

forworkers' compensation claims and general liability claims includes “incurred but notreported” (IBNR) claims.
There is no fixed payment schedule to pay these liabilities.
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NOTE 1 -SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

L. Pensions

M.

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 1)
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 P ublic E mployees’ R etirement $ ystem (CalPERS). 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 over the 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 finflows of resources relating to
pensions and pension expense, information about the fiduciary net position of the County's pension plan with
CalPERS 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 fiveyear
period beginning with the period in which the difference occurred. Each subsequent year will incorporate an
additional closed basis five-year period of recognition.

Net Position and Fund Balances

GovernmentWide Financial Statements - In the GovernmentWide Financial S tatements, 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 P osition - This amount is all net position that does not meet the definition of “net
investment in capital assets” or “restricted net position.”

Fund Financial §tatements - In the fund financial statements, governmental funds report fund balance as
nonhspendable, restricted, committed, assighed 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.
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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 constitutiona | provisions or enabling legislation.

Committed fund balance - amounts that can only be used for s pecific 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 subsequentyear's
budget may be classified as assigned fund balance.

Unassigned fund balance - the residual classification for the 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 reporta 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. $imilarly, 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 Balance 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 andor 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 of financial resources to protect
againstreducing 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 7% 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 E conomic Uncerainty

The County has established a separate committed fund balance account known as the Resene for E conomic
Uncerainty. Funding for the Reserve for E conomic 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 ime when the local unemployment rate exceeds &% and/or the rate of
inflation exceeds the growth in property taxes. Any use of funds requires a fourfifths vote of the Board
appropriating the funds.

As of J une 30, 2016, the County’s Reserve for Economic Uncerfainty 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 for the Reserve for Natural Disasters is established by a resolution of the Board, and will be
approved annually by the B oard 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 S tate and Federal reimbursements for any natural
disaster declared by the County's Director of Emergency $ ervices and subsequently ratified by the Board, and
the State or the Federal government. Any use of funds requires a fourfifths vote of the Board appropriating
the funds.

As of ] 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 XIlIA 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 prior toJ une 6, 1978, or subsequently approved by the
voters. S upplemental 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 Dales July 1 July 1
Lien Dates January 1 January 1
Due Dates 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
Late Penaity 0% 0%
DCelinqguent 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
Plan). Under this method, the County allocates to all taxing jurisdictions under the County, 100% of the secured
property taxes billed, even if it has not yet been collected. In retum, the County retains the subsequent
delinquent payments and associated penalties and interest The penalties and interestare 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
delinguent 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, a lthough the property is subject
to a cash redemption up to the time of the sale.

S ecured 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
S ection 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 trustin the secured tax losses reserve fund to fund specified tax redemption shortfalls.
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NOTE 1 -SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

O. 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 contingentassets and liabilities atthe 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 INVES TMENTS

The County sponsors an investment pool that is managed by the County Treasurer for the purpose of increasing
interest earnings through investment activities. Cash and investments for most C ounty 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 eamed through J une 30, 2016,
was distributed on the seventh business day during J uly 2016, and is shown as part of receivables on the

financial statemenits.

The following is a summary of cash and investments atJ une 30, 2016:

Government-Wide Statement of Net Position

Primary Government

Component Unit

Govermnmental Business-Type Santa Cruz County

Activities Activities Total Sanitation District

Cash and Investments $ 18028658 3 9131611 § 189428207 35 14,081,483
Restricted Cash and Ihvestments 15,028,168 7223325 22,251,483 965,837

Total Cash and Investments $ 205324764 %

16,354,836 %

221,878,760 % 15,051,420

Fiduciary Funds

Agency investment Private Purpose County
Funds Trust Fund Trust Fund Total
Cash and Investments 3 BB.2B5,557 § 425885722 & 13,725,531 § 708,418,500

Restricted Cash and Investments -

8,080,134 32,301,564

Total Cash and Investments 3 56,285,567 § 425895722 §

22805885 § 741,718,084

Cashand Restricted Cash
Invesiments and investments Total
Primary Government and Fiduciary Funds:
Cash on hand or imprest cash $ 886,843 $ - $ 886,843
Cash deposits in freasury poo 13,338,147 - 13,338,147
Investments in treasury pool 881,312,227 - 881,312,227
Restricted investments in other pools - 24 873,379 24 870,37¢
Restricted cash deposits in treasury pooh
Davenport Sanitation District - 16,585 16,585
County Disposai Sites CSA §C - 8,444 563 8,444 563
Total £85,335,017 31,331,827 726,668,644
Component Unit:
Investments in treasury pool 14,681,483 - 14,681,483
Resiricted invesiments in other banks - 96¢,937 869,937
Total 14,681,483 968,937 15,051,426
Total cash and investments $ 708,418,500 $ 32301584 $ 741,718,064
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NOTE 2 -CAS H AND INVES TMENTS (Continued)

At]J une 20, 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 $ 167221 % 519422 % 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 $ 715341744 $ 26376323 § 741718064

The carrying amounts of the County’s cash deposits were $13,336,147 at]) 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 marketvalue of pledged securities mustequal atleast 110% of the County’s cash deposits. State lawalso
allows institutions to secure County deposits by pledging firsttrust deed mortgage notes having a value of 150%
of the County's total cash deposits. The County may waive collateral requirements for cash deposits, which
are fully insured up to $250,000 by the Federal Deposit Insurance Corporation. The County, however, has not
waived the collateralization requirements.
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NOTE 2 -CASH AND INVES TMENTS (Continued)

A. Investments

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

Maximum Maximum
Maximum Percentage of Invesiment in
Authorized investment Types Maturity Portfoiio One Issuer
Lacal agency bonds 5 years 0% None
U.S. Treasury obligations 5 years 100% None
U.S. Government Agency ohligations 5 years 100% 25%
Bankers' acceptances 180G days 40% 0%
Commercial paper 270 days 25% 0%
Negotiable certificates of deposit 5 years 30% 10%
Bank deposit 5 years 10% 0%
Repurchase agreements 1 year 100% 10%
Medium-term notes 5 years 30% 0%
Mutual funds/money market mutual funds N/A 20% 10%
LAIF N/A $50 million None
Joint Powers Authority investment funds N/A 25% None
Supranationals 5 years 30% None

In accordance with GAS B Statement No. 31, Accounting and Financial Reporting for Certain Investments and
for External Investment P ools, investments were stated at cost, as the fair marketvalue adjustmentatyear 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 G overnment 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.

At] une 30, 2016, the County had the following investment maturities:
Investment Maturities (in Years)

Fair
Investment Type Value Less than 1 Tic 2 2t03 3tcd More thand
U.S. Treasury Securities $ 228588872 $ 128178440 § 100,391432 § - & - % -
Federal Agency Securities 278,771,387 124,216,180 34,214,830 71,340,357 - -
Medium-Term Notes - Gther 52,174,553 30,077,300 12,014,530 10,082,263 - -
dMoney Market Mutual Funds 10,000,808 10,000,808 - - - -
LAIF 33,060,158 33,060,158 - - - -
Certificates of Deposit 70,885,585 - 70,879,008 18,585 - -
Invesiment Agreements 12,000,800 12,000,800 - - - -
Supernationals 30,233,400 - - 30,233,400 - -
Total investments $ 722805015 § 343,532,553 § 287588851 § 1118726805 & - % -
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NOTE 2 -CASH AND INVES TMENTS (Continued)

C. Concentration of Credit Risk

At] une 30, 2016, in accordance with $ tate law and the County's Investment P olicy, the County did not have
5% or more of its net investment in commercial paper, corporate bonds or medium-term notes of a single
organization, nor did it have 10% or more of its net investment in any one money market mutual fund.
Investments in obligations of the U.S. government, U.S. government agencies, or government-sponsored
enterprises are exempt from these limitations.

The following schedule is a summary of the credit quality distribution and concentration of credit risk by
investment type as a percentage of the County Investment Pool’s fair value at] une 30, 2016.

Stancard % of

Investments Type & Pooi's Moody's Portfolic
.8, Treasury Securifies AA+ Aaa 31.31%
Federal Agency Securilies AA+ Aaa 38.19%
Supranational AAA Aaa £11%
Medium-Term Noles AATAAA A+ 7.13%
Money Market Mutual Funds Unrated Unrated 1.37%
Local Agency Invesiment Fund (LAIF) Unrated Unrated 521%
Certificates of Deposit Al+ P1 9.58%
Checking Account Unrated Unrated 1.46%
Investment Agreements Unrated Unrated 1.64%

Total 106 00%

D. 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 ofan outside party. Atyear 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 § ection 16429 under the
oversight of the Treasurer of the State. The County’s investments with LAIF at]J une 30, 2016, included a
portion of the pool funds invested in $ tructured Notes and Asset-Backed $ ecurities:

Structured Notes: debt securities (other than assetbacked 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 $ ecurities: 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 $ tructured Notes and Asset-Backed & ecurities 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 S tate statute.
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NOTE 2 -CASH AND INVES TMENTS (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-iered 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 P ool has the following recurring fair value measurements as of ] une 30, 2016:

Fair Value Measurements Using

Quoted
Prices in
Active
Markets for Significant
Identical Gther Significant
Assetls Observable Uncobservabie
Investment by Fair Vaiue Level {Level 1}  Inputs (Level 2} Inputs (Level 3)
Deht Securities:
U.S. Treasury Securities § 229568872 § 224569872 3§ - 3 -
Federal Agency Securities 279,771.397 279,771.397 - -
Medium-Term Notes - Other 52,174,543 52,174,543 - -
Centificates of Deposit 70,008,072 70,008,072 - -
Investment Agreements 12,600,000 12,600,000 - -
Supernationals 30,233,400 30,233,400 - -
Total investmenis Measured at Fair Value 873758334 § 673738334 § - 3 -
Investments Measures at Amortized Cost:
Money Market Mutual Funds 10,800,000
LAIF 38,060,158
Total Pocled and Directed Investments $ 721818483
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NOTE 3 -RESTRICTED CASH AND INVESTMENTS

Cash and investments at) une 30, 2016, that are restricted by legal or contractual requirements are comprised
of the following:

Governmental Activities

Nanmajor Gavernmental Funds:
Used for debt service $15,028,168

Business-Type Activities

County Disposal Site CSA 9C:

Used for landfill deposits 7.208,74C

Davenport Sanitation District:
Used for debt service and bond reserves 16,585
7,223,325

Component Unit

Santa Cruz County Sanitation District:
Used for debt service 989,837

Fiduciary Funds

County of Santa Cruz Redevelopment Successor Agency:
Used for debt service 6,080,134

$32,301,564
NOTE 4- RECEIVABLES

Receivables at year end for the County's major individual funds and nonmajor and internal service funds in the
aggregate, including the applicable allowances for uncollectible accounts, are as follows:

internal Tatal
Generat Housing Capital Projects Nonmajor Service Governmental
Fund Fund Fund Funds Funds Activities

Governmental Activities:
Accounts $ 31078343 $ 1757081 % 1,268,882 $ 7999726 $ 988580 § 43,082822
Taxes 2,704,034 - - - - 2,704,634
{5ross receivables 33,782,377 1,757,091 1,268,882 7,899,726 988,580 45,796,658
Less: allowance for uncollectibles {1,491,8786) - - - - {1,491,876)
Net receivables $ 32200501 § 1757091 § 1,268,882 § 7900728 § 988580 5 44304780

County Total
Disposal MNonmajor  Business-Type
Sites CBA BC Funds Activities
Business-Type Activities:
Accounts receivable $ 512625 $ 157096 § 669,721
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NOTE 5 -INTERFUND TRANSACTIONS

A. Government-Wide Financial Statements

Long-Term Internal Balances

At] une 30, 20186, the County had the following long-term internal balances:

Internal Balances PayabEel

Business-Type Activities

The “Internal balances” on the S tatement of Net Position (G overnment-wide) represents the net total amount of
due tofrom and advances tofrom between Governmental funds and E nterprise funds and between Internal
S ervice funds and Enterprise funds. These due tofrom amounts include any that are the result of allocating
operating profits and losses of the Internal Service funds to the Enterprise funds (Intemal S ervice fund
allocation). The due tofromamounts that are the results of operating profits losses of the Internal s ervice funds

Internal
Balances
Receivables

Governmental
Activities

$ 852,689

are cumulative. Each current year amount is netted with the amounts from prior year.

B. Fund Financial and Proprietary Fund Statements

Due tofrom

The County had the following due tofrom other funds as of J une 30, 2016:

) | Due from Other Funds

§ County Disposal tnternal

u: General Capital Projects Sites CSA BC Service

g Fund Fund Fund Funds Total
=)

o] .

o | Nonmajor Governmental Funds  $ 1,415,354 17,822 & 324,813 $ 1080000 3 2,817,080
- .

a | Internal Service Funds - - 734,808 734,808
-

o Total $ 1415354 17,822 % 324,813 3 1,794,808 3 3,552,887

All balances resulted from shortterm 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 -INTERFUND TRANSACTIONS (Continued)

B. Fund Financial and Proprietary Fund $tatements (Continued)

Transfers Out

Long-Term Advances

The County had the following long-term advances as of J une 30, 2016:

Advances from
Other Funds

County Disposal Sites CSA 9C Fund  §

Advances to
Other Funds

Nonmajor
Governmental
Funds

244,680

This balance consists of a long-term advance between the Financing Authorities Fund and the County Disposal
Sites CSA 9C Fund of $244,680.

Transfers infut

The County had the following transfers for the year ending J une 30, 2016:

General Fund

Capital Projects Fund

Nonmajor Governmental Funds

Nonmajor Enterprise Funds

Totial

| Transfersin
Nonmajor Nonmajor
General Capite! Projects  Governmental  Internal Service Enterprise
Fund Fund Funds Funds Funds Fotal
$ $ 3683687 $ 8407244 3 211,854 3% - $ 12,362,785
- 862 162 - - 62,265
4025135 1,310,634 - - - 5,335,768
- - - 391,559 391,558
$ 4025238 % 4994321 § B4BL4ACGE & 211,854 & 391,568 3% 18,082,378

Transfers are contributions to other funds to finance various programs in accordance with budgetary
authorizations.

Transfers to from other funds at) une 30, 2016 are as follows:

Transfer From Transfer To Amount Purpose
General Fund Capital Projects Fund $ 3,883,887 To finance various facilities capital projects
MNonmaior Governmental Funds 7,852,838 7o Financing Authorities Fund for debt service
MNonmaior Governmental Funds 554,402 75 finance Park Dedication capital projects
internat Service Fund 211,854  Tointernal service fund fo purchase fleet vehicles
12,302,785
Nonmajor Genera! Fund 2,284,128 Mosquito Abatement Fund to General Fund for salaries
Governmental  General Fund 897,853  Debt Service Fund
Funds Genersai Fund 783,154 Financing Authorities Fund drawdown for General Fund
projects
Capital Projects Fund 1,310,634 Financing Authorities Fund Certificates of Paticipation
drawdown for capital projects
5,335,788
Capital Projects  Nonmaior Govemmental Funds 82,182 Tothe Road Fund & Public Protection Fund for improvements
Fund Genera! Fund 103 Realignment of Capital Projects funds
82,265
Nonmajor Nonmalor Enterprise Funds 391,559 For Rolling Woods CSA 10 taking over responsibility of
Enterprise Funds septic sevices prevously reporied in Graham Hill C8A 57
$ 18,082,378
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NOTE 6 -LOANS RECEIVABLE

A. GovernmentWide Financial S tatements
GASB Statement No. 328, Certain Financial S tatement 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 Homebuver Program $ 5,725,351
Hand ioans 4 766,854
Mobile Home Change Out Program 5,171,886
Mobile Home Rehab Program 285 562
Mobile Home Rehab Program (Bonds} 23,665
Sorrento Oaks 16,660

Total Homeowner Loans 15,482 846

Housing Project Loans

Aptos Cottages (Millen) 7,137 111
CFSC, inc - Brommer St 2,407,260
Golden Torch 1,291,677
Housing for independent People 40,840
Marmao's 1,642 323
McGregor 861,748
Mclntosh Coach Purchase #12 S8 .GoC
Mclntosh Coach Purchases 806,636
Mercy - Mcintosh {Coach Loan) 348 665
Mercy - Rehab 65236
MidPen Housing - St. Stephens 4.673,33C
Mid-Peninsula the Farm, Inc 2,664,265
Minto 5,811,465
Pacific Family Coach Acguisitions 63,7G2
Pacific Family-8CH 2.87G,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 4 007 117
St. Stephens Predevelopment 421,832
Vista Verde Family Housing 1,165,000
Total Housing Project Loans 44 256,863
City of Watsonville Loan 128,606
Total Loans Receivable § 58,877,748

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 $tatements
The County had the following loans receivable as of ) une 30, 2016:

Nonmajor business-type fund:

Septic tank maintenance CSA 12 3 53,232
Total business-type loans receivable 3 53,232
NOTE 7 -CAPITAL ASSETS
A. Government-Wide Financial S tatements
The following is a summary of capital assets for governmental activities:
Balance Prior Period Beginning Reclass- Balance
July 1, 2015 Adjustment Balance Additions Retirements ifications June 390, 2016
Governmental activities:
Capilat assets, not being depreciated:
Land $ 83,504578 % 84,038 $863,58886186 3 - 3 - 8 - $ 83588818
Construction-in-progress 2,998,583 - 2,998,583 7,073,771 - {7,837,519) 8,232,835
Total capilal assets,
not being depreciated 73,501,181 84038 73,585,188 7073771 - {7.837.519) 72821451
LCapitel assets, being depreciaied:
Infrastructure 510,143,812 510,143,812 3,754 459 - - 518,888,271
Buildings 180,067,944 {480,918) 179,807,028 21,850 (57,740 4,389,048 184,039,884
Machinery and equipment 48,128 427 {540,292) 48 528,135 3,254,299 (6,336,002 3438473 48 944 8905
Total capital assets,
peing depreciated 832,340,183 (1,001,208 838,333,975 12,100,408 (6,393,742 7.837.518 851,883,16C
Less accumiitated depreciation for:
Infrastructure {253,287 ,274) {263,287 274) (13,609,742} - - {275,897 018)
Buildings {82 498,777 (1,156,862 (83,655,439 (5,869,807 57,740 - {89,487 308)
Machinery and equipment {38,862,253) 2,680,113 {37,182,140) (3,533,0684) 5,188,758 - {34,528 448)
Total accumuiaied depreciation {385,648,304) 1,523,451 {384,124 853) {23,012,413) 8,244 498 - {400,892,77G)
Total capilal assets,
being deprecialed, net 453,681,879 522,243 454 214,122 {10,912,005) {149,248) 7,837,518 450,880,390
Governmental activities
capital assets, net $ 527,183,040 % 808,281 $527,799,321 § {3,838,234) § {148248) & - § 523811841
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NOTE 7 -CAPITAL ASSETS (Continued)

A. GovernmentWide Financial Statements, (Continued)

Depreciation expense was charged to governmental functions as follows:

Total
Governmental Activities:
General government § 15618558
Public proteclion 3,132,624
Pubiic ways and facilities 13,509,742
Health and sanitation 4,131,882
Public assistance 922 631
Education 218,031
Recreation and cuiture 490 781
Subiotal 21,124,248
Capital assets held by the Counly's internal
service funds are charged to the various
functions based on their usage of the assets 1,888,165
Total $ 23,012 413
The following is a summary of capital assets for business-type activities:
Balance Reclass- Balance
July 1, 2015 Additions  Retirements ifications June 346, 20186
Business-Type activities:
Capital assets, not being depreciated:
Land 5 1858849 5 3 - 8 - % 1858849
Construction-in-progress 5,268,785 692,120 - (6464570 § 496,335
Total capital assets,
not being depreciated 8,127,634 592,120 - {5,464 570) 2,355,184
Capital assets, being depreciated:
Buildings 44 577,288 193,536 - 6,464,570 51,235,394
Machinery and equipment 10,437,772 673,807  (1,467528) - 9,644,051
Total capital assets,
being depreciated 55,015,060 867,343 {1,467 ,528) 6,464,570 60,879,445
Less accumulated depreciation for:
Buiidings {24132783) (1,589,810} - - {25722,593)
Machinery and equipment {10,183 858) {106,616) 1,459,835 - 18,830,639
Total acocumulated depreciatiol {34,316,641} {1,696,426} 1,459,835 - {34,553,232)
Total capital assets,
being depreciated, net 20,698,418 {829,083} {7,893} 5,464,570 258,326,213
Business-Type activities
capital assets, net $ 28,826 053 § {136,063 & {76983 & - § 28681397
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NOTE 7 -CAPITAL ASSETS (Continued)

A. GovernmentWide Financial Statements, (Continued)

Depreciation expense was charged to business-type functions as follows:

Total

Business-Type Activities:
County Disposal Sites C5A 8C § 1,208,008
Boulder Creek CSA 7 62,500
Rolling Woods C5A 10 9225
Septic Tank Maintenance CSA 12 4 847
Freedom County Sanitation District 205,897
Davenport Sanitation District 165,390
Piace de Mer CSA 2 5,642
Sand Dollar Beach CSA 5 34 918

Total % 1,896,426

B. ComponentUnit- Santa Cruz County $Sanitation District (the District)

Balance Balance
July 1, 2015 Additions Deletions Reclassification June 30, 2018
Nondepreciable assets:
Constructicn-in-progress $ 13250,779 0§ 11588838 3 - 3 (294 427y $ 24556281
Total nondepreciable assels 13,250,772 11,588,838 - {284 427) 24 556,281
Depreciable assets:
Purnaping stations 42 808,761 - 42 808,761
Transmission systems 108,321,561 4233281 - 108,744,852
Sewage treatment capacity righis 35,148,508 - - 35,148,508
Mobile equipment 3,379,488 93,784 {8G,243) - 3,383.01C
Cther equipment 2,452,693 77,041 {881,731) - 1,648,003
Total depreciable assets 193,110,983 584,216 (861,974) - 192,743,235
Accumulated depreciaiion:
Pumping stations (22,146,066) (756,343) - (22,902,408)
Transmission systems {37 428,636 {2,355,762) - - {39,785,398)
Sewage treatment capacity righis {14,001,508) {912,948) - - {14,814 458)
Mobile equipment {2,663,620) {173,293) 80,243 - {2,756,670)
Other equipment (1,817.816) {135,681) 831,731 - (1,671,776)
Total accumuitaied depreciation (78,058,846) {4,334,037) 861,874 - (81,43G,708)
Depreciable assets, net 115,052,347 {3,738,821) - - 114,312,528
Total capital assets, net $ 128,303,128 & 7.880,118 % - % {294,427y § 135888817

Depreciation expense for the District at] une 30, 2016, is $4,334,037.
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NOTE 8 -SHORT-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 ended ) une 30, 2016, was as follows:

Fiscal Interest Beginning Accrued Ending
Year Raie Baiance Additions Deletions Interest Baiance
2015 1.0% § 50997222 §& 5H00CC0O0C & {50887 zZ22y § 488,611 § 50,498,611
2016 20% § 50498611 §& 500000600 § (101485833 & 987222 § -
2017 3.0% & - & 41500000 % - 8 - § 41,500,00C

NOTE 9 -LEASES

A. Operating Leases

The County has entered into certain operating leases as lessee. Total expenditures for these operating leases
for the fiscal year ended J une 30, 2016, were $2,484,338.

As of ] une 30, 2016, the County has future minimum operating lease payments with a remaining term in excess

of one year as follows:

Year Ending June 30,

2017
2018
2018
2020
2021
2022-2026
2027-2031
2032-2036
2037-2041
2042-2046
2047-2051
2052-2056
2057-2061
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Governmental
Activities

$ 1,496,821
1,439,805
1,211,465
1,053,438
1,016,928
1,418,356

273,602
308,585
350,233
396,257
448,328
o07.,242
453,381

S 10375551



NOTE 9- LEASES (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.

Present Value of

Stated Remaining
interest Payments as of
Rate June 30, 2018
Government-Wide Activities
Governmental Activities:
Energy efficient infrastructure 382% k) 4 047 334
Elections Equipment 6.82% 103,801
Parks, Open Space & Cuitural Services-Mower 4.34% 23,100
Copy machines 12.54% 171,525
Subtotal Governmental Activities: 4 345 757
Internal Service Fund Activities:
Public Works copy machines 12.54% 14,915
Information Services copy machines 10.75% 10,831
Information Services Phone System 5.25% 2,367,747
Subtotal Internal Service Fund Activities: 2,393,493
Total government-wide capital lease obligations 3 6,739,250
Business-fype Activities
Enterprise Fund Activities:
County Disposal Sites CSA 9C copy machines 4 614
Total business-type capital lease obligations $ 4,614

Equipment, computers, vehicles, furniture, and accumulated amaortization under capital ieases are as follows:

Governmental Business-Type

Activities Aclivities
Equipment, computers, fumniture, and vehicles 5 3522857 % 5,140
Structures and improvements 6,041,400 -
Total assets under capital leases 9 564 357 5,140
Less: accumulated depreciation {2,528.551) {428)
Net 3 7035806 § 4,712
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NOTE 9- LEASES (Continued)

B. Capital Leases, (Continued)

As of ] une 30, 2016, capital lease annual amortization is as follows:

Governmental Business-Type
Year Ending June 30, Activities Activities

2017 3 14741783 % 1,611

2018 1,148,874 1,611

2019 1,033,386 1,611

2020 1,000 522 805

2021 999 925 -

2022-2028 2,246 251 -

2027 449 250 -

Total Reguirements 8,058,991 5,638
Less: Interest {1,319,741) {1,024)
Present Value of Remaining Payments § 8739250 3§ 4614
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NOTE 10 -LONG-TERM DEBT

The following is a summary of long-term liabilities transactions for the year ended J une 30, 2016:

Balance Debtlssued or Debi Retired or Balance Due in Gue in More
July 1, 2015 Trandferred In Transfemed Gut June 30, 2018 One Year Than Cne Year

Governmentai Activities Debt:

1998 Refunding Certificates of Participation $ 14580000 § -3 (805,000) $ 13,785000 § 955,000 § 12,830,000
2002 Refunding Certificates of Participation 1,885,000 - {85,000) 1,830,600 70,000 1,760,000
2402 Unamortized bond premium 73,831 - {(4,208) 659,423 4,208 655,218
Subtotal 1,988,631 - {59,208) 1,899,423 74,208 1,825,215
2405 Refunding Certificates of Participation 4,805,030 - {700,500} 4,105,000 735,060 3,370,500
2005 Unamortized bond discount (23,860) - 4,339 {19,521) (4,359} {15,182}
Subtotal 4,781,140 - {895,861) 4,085,479 730,561 3,354,818
1899 Local Agency Revenue Bonds 185,000 - {30,000) 135,000 30,000 185,040
2G04 Certificates of Participation 12,845,060 - 12,945,000} - - -
2804 Unamortized bond premium 12,318 - {12,319; - - -
Subtotal 12,857,319 - {12,957,319) - - -
2005 Certificates of Participation 6,300,060 - (406,000 5,500,060 410,060 5,490,060
2008 Unamortized bond discount (44,933) - 2,080 {42,843) {2,080) {40,753)
Subtotal 5,255,067 - (387,910} 5,857,157 407,810 5,449,247
2008 Certificates of Participation 2,690,060 - (360,000} 2,330,060 375,600 1,855,000
2008 Unamortized bond premium 57,840 - (6,816} 51,124 5,818 44,308
Subtotal 2,747 840 - (366,8158) 2,381,124 381,816 1,899,308
2011 Certificates of Participation 5,310,000 - (155,000) 5,155,660 180,060 4,995,060
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 Leass Revenue Refunding Bond, Series A 1,708,327 - {54,166} 1,842,181 66,542 1,575,618
2412 Unamortized bond discount (15,948) - 839 {15,109) (83%) {14,270}
Subtotal 1,880,379 - 83,327) 1,827,052 65,703 1,561,348
2014 Refunding Certificates of Participation 5,005,000 - {256,000) 5,755,000 255,000 5,500,000
2414 Unamortized bond premium 281,188 - {15,539) 264,829 15,639 248,080
Subtotal 5,286,168 - {266,539} 5,019,629 271,539 5,748,090
2314 Lease Revenue Bonds 11,830,000 - {11,810,800) - - -
2814 Unamortized bond premium 514,514 - (514,514; - - -
Subtotal 12,324,514 - {12,324,514) - - -
2014 Leass Revenue Bonds - 5,065,050 {176,0G0) 4,895,000 175,000 4,720,000
2414 Unamortized bond premium - 220,377 {11,019) 209,358 11,018 198,339
Subtotal - 5,285,377 {181,019 5,104,358 186,019 4,918,339
2415 Refunding Certificates of Participation - 13,770,000 (1,465,000} 12,308,000 1,380,000 10,915,000
2015 Lease Revenue Bonds - 9,945,660 (180,000} 9,765,000 235,660 9,530,660
2015 Unamortized bond premium - 60,130 (2,604} 58,126 2,004 56,122
Subtotal - 10,005,130 {182,004) 9,823,126 237,064 9,586,122
California Energy Resources Conservation
and Deveiopment Commission 98,456 - {40,788 57,668 42,027 15,6841
Subtotal bonds and loans payable 69,270,674 29,066,507 {30,088,917) 68,231,264 4,931,689 $3,289,565
OPEE Liability 110,390,529 7,957,976 - 118,348,505 - 118,348,505
Gompensated absences 22,079,597 18,387,520 {17,928,426) 22,518,291 18,284,808 4,233,483
Gapital leases 4,731,155 £9,281 (454,679} 4,345,757 442,729 3,803,036
Total governmental activities $§ 206,471,756 § 55455084 3§ (48.483022) 3 213443817 3§ 23,658,228 3§ 1B8D,784,58%
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NOTE 10 -LONG-TERM DEBT (Continued)

Balance Debt Issued or Debt Retired or Balance Due in Bue in More
July 1, 2015 Transfered In  Transfered Cut  June 30, 2018 One Year Than Cne Year
Governmentai Activities Debt, Continued:
internal Service Funds
Compsensated abssnces § 4317882 § 3474004 § {3,124,378) § 4,667,338 § 3,382,989 § 1,304,408
Estimated claims 38,986,910 12,048,811 {12,032,593) 38,004,128 7,874,488 31,129,840
Capital leases 2,788,600 8,518 {415,624) 2,383,482 436,612 1,856,880
Totat internal Service Funds $ 46,104,192 § 15533421 § (15572585) § 48085018 § 11874088 § 34330929
Total Government-Wide Activities
Compensated absences $ 26387078 § 21841414 § (21,052804; 3§ 27,185688 § 21647787 § 5537882
Estimated claims 38,886,810 12,048,811 {12,032,583) 39,004,128 7,874,488 31,128,640
Other long-term liabilities:
Bonds and loans payable 69,270,674 28,060,507 {30,088,817} 68,231,264 4,831,688 63,200,568
Capital leases 7.530,755 78,787 {870,303} 6,738,248 879,333 5,858,816
Subtotai other iong-term liabilities 76,801,428 28,138,304 {30,870,220) 74,870,513 5,811,032 68,158,481
CPER fiability 140,380,529 7,857,876 - 118,348,505 - 118,348,605
Totai Government-Wide Activities $ 252,575,847 § 70,988,505 § (64,055,817y § 259,508,835 § 35,333,317 § 224175518
Business-Type Activities
Enterprise Funds
2014 Lease Revenus Bonds 3 - 3 6745000 3 {225,000) § 6,520,000 3§ 235000 3 6,285,000
2014 Unamortized bond premium - 294,138 {14,707) 278,431 14,707 264,724
Subtotal Bonds Payable - 7,033,138 (238,707} 6,799,431 249,707 6,548,724
Loans payabie
Eeptic Tank Maintenance CBA 12 208,808 - {132,332} 78,274 15,084 80,220
Davenporn Sanitation District 240,358 - {28,818 210,440 30,708 179,731
Subtotal Leans Payable 448,964 - {162,250} 286,714 46,683 240,021
Totai Bonds and Leans Payable 3 448,064 % 7,038,138 3§ (401,857} § 7086145 3§ 206400 § 6,780,748
Postolosure Lisbiiity
Enterprise Fund - County Disgosal Sites CSA 8 5,842 848 255,460 - 6,088,308 - 6,088,308
Capital Legses 653 5,140 {1,178} 4,614 1,142 3,472
Totat Business-Type Activities $ 8202488 § 7299738 § (4G3,138) & 13,189,088 § 297,542 § 12,891,528
Compenent Unit - Sante Cruz County
Sanitation District
2005 Wastewater Revenue Refunding Bonds $ 3070000 3§ - 3 {880,000 § 2,180,000 3 840,000 § 1,240,000
2005 Unamortized hond premium 18,800 - (2,235} 16,665 2,235 14,430
2004 Limited Ohligation Refunding
Improvemeant Bonds 330,000 - {75,000; 255,000 80,000 175,000
2003 State Water Resources Control Beard Loan 10,836,924 - (518,390} 10,317,534 532,374 8,785,180
Loans payable 6,088,253 - (1,484,347} 4,803,852 1,508,182 3,095,780
Totat Component tinit $ 20,344,123 § - § {2970,872) § 17,373,151 § 3,082,801 § 14,316,350
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NOTE 10 -LONG-TERM DEBT (Continued)

Descriptions of the long-term liabilities at) une 30, 2016, are as follows:

Annual Principal Originai Issue Cutstanding at
Type of indebtedness {Purposs) Maturity Interest Rates instaliments Amount June 30, 2016
Governmental Activities:
Financing Authorities
Refunding Cedificates of Parficipaton
1888 Issue {financed construction of the County Emeiine Avenue Health Services
huflding and an infirmary in the County Medium Security Detention Facility)
Collatergh Health Services Administration Building/dall Infirrnary
Serial certificates 8/1/67-6/1726 4.00-5.858% $180,000-§1,065,000 3 20,855,000 3 8,885,000
Term bonds 3/1/21-8/123 5.60% $1,230.000-31,570.000 3,800,000 3,800,000
Total 1998 lssue 43,785,000
2002 Issue {refinanced road improvements, a detention facility, a fivrary, equipment,
purchase of parkiend and construction of a fransfer station and financed an animal
services authority facility)
Cuoilateral Polo Grounds ParlvBen Lomond Transfer Station
Serial certificates BI103-B1122 4 00-525% $50,000-3730.000 3 4,380,000 570,000
Tarm bonds BI123-811132 5.25% $100,000-5155,000 1,260,000 1,260,000
Unamortized bond premium 126,230 §9,423
Totat 2002 issue 1,899,423

2005 Issue {defeased 19954 Lease Revenue Refunding Bonds and financed construction of
and improvements to the Santa Cruz County Water Street and Roundiree Lane detention facility)
Collateral Water Street Detention Facility/Rountree Lane Detention Facility

Serial cortificates 8/1/05-8/172C 2.75-4 25% $500,000-$910,000 3 10,580,000 4,105,000
Unamortized bond discount (67,249) (19,821)
Total 2005 Issue 4,085 473

2014 Issue {defeased 2001 Series B Lease Revenus Bonds and refinanced existing leases)
Cuiiaterai Water Street Detention Faciiity/Blaine Street Women's Detention Facility

Serlg! certificates 81058120 3.00-4.25% 280 000-5485,000 3 €,285,000 5,755,000
Unamortized bond premium 287,707 264 828
Totat 2014 lssue 6,018 828

2015 Issue (defeased 2004 Lease Revenue Bonds and refinanced existing leases)
Cuoiiaterai Main Administrative Building and Main Courls Building

Serial certificates 5/1/16-8/1125 1.14-3.87% $185,000-51,520,000 3 8,880,000 7,425,000
Term bonds 6/1/22-841124 3.88% $1,570,000-51,685,000 4,880,000 4,860,000
Totat 2015 lssue 12,305,000

Total Refunding Certificates of Pardicipation 37,780,000

Met Premiums/{Discounts} 344,531

Total including Premiums/{Discounts)  _$ 38,084,531

Lesse Revenue Bonds

2014 Lease Revenue Bonds {financed capital improvemenis including
financial system and additional module at County's Buena Yista sanitary landfill}
Collateral Behavior Health Center and Buena Vista Gatehouse
Serial bonds 8/1/15-8/1734 3.00-500% $170,000-$360,000 3 5085000 3 4,895,000
Unamortized bond premium 220,377 209,358

Total 2014 lssue 3 5,104,358
2015 Lease Revenue Bonds {financed capital improvemenis for
various Santa Cruz County facilities and the Farm to Table Project)

Collateral Main Administrative Building and Main Couris Building

Serial bonds §/1/18-6/135 2.00-4.00% $180,000-5395,000 3 8,115,000 3 5,935,000
Term bonds 5/1/38-6/140 4.00% 3400 000-5470,000 2,170,000 2,470,000
Term bonds 5/1/41-8/145 4.00% 3305 000-5380,000 1,660,000 1,660,000
Unamortized bond premium 80,130 58,126
Total 2015 lssue % 9,823,126

Tota! Lease Revenue Bonds 14,660,000

Net Premiums/{Discounts} 267 484

Tote! Including Premiums/(Discounts)  $ 14,8927.484
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NOTE 10 -LONG-TERM DEBT (Continued)

Annual Principal

Original Issue

Outstanding at

Type of indebtedness (Purpose) Maturity Interest Rates Instaliments Amount 30-dun-15
Governmentai Activities, Continued:
Financing Authorities, Continued
Lease Revenue Refunding Bonds
2012 Series A {refinanced construction and equipment costs for the Santa Cruz County
Consolidated Emergency Communicaions Center)
Coliateral Behavoir Healfh Center and Buena Vista Catshouse
Serial bonds 8/15/13-8/1513C 200-500% $115,000-$225 000 $ 1402135 & 1,158,731
Term bonds 8/15/31-8/1534 5.00% 482,430 482,430
Unamuortized Bond Premium 18,485 (15,108)
Local Agency Revenus Bonds
1999 Issue {defeased 1992 Place de Mer and 1993 Sand Dollar Beach Districts ionds
and financed consiruction of the Sunset Bsach Water Main Extension Project)
Local obfigation bonds 9/2/00-92119 4 00-5.50% 320,000-585 000 $ sgs00n & 135,000
Caviificates of Participation
2008 Series |ssue {financed improvemenis to Walsonville Courthouse
and Busna Vieta Landfill}
Collateral Water Street Detention Facility/Rountree Lane Delention Facility
Serial certificates 8/1/07-8/1128 3.50-4 625% $180,060-8410,000 $ 8,225000 8 3,125,000
Term certificates 8/1/26-8/1132 4.50% 1,265,060 1,265,000
Term certificates 8/1/33-8/1136 4.625% 1,510,060 1,540,000
Unamortized bond discount {82,888 (42,843)
Total 2006 lssue 3 5,857,157
20308 Series |ssue {finance purchase of computer software systems -
for various County depariments)
Collateral Water Street Detention Facility/Rountree Lane Delention Facility
Serial certificates 8/1/08-8/1123 3.00-4.30% $215,000-5405.000 $ 4,825,000 § 2,330,000
Unamortized bond premium 102,244 54,124
Total 2008 lssus 3 2,381,124
2011 Seriss Issue financed improvements io Veteran's Bullding and Maln Jail roof) -
Coliateral Human Services Department Agplicalion Center
Serial certificates 8/1/12-811i21 200-4.80% $145,000-$340 000 $ 1485000 & 1,045,500
Term certificates 8/1/22-8i1i26 4.25% 1,080,000 1,084,000
Term certificates 8/1/27-8/1131 4.625% 1,340,000 1,348,000
Term certificates 8/1/32-8/136 5.00% 1,890,000 1,894,000
Unamortized bond discount {4,892} {3,752}
Total 2011 Issue 5,151,248
Total Certificates of Parlicipation 13,385,000
Net Premiums/{Discounis} 4,529
Total including Premiums/{Discounts) 3 13,388,528
California Energy Rescurces Conservation
and Development Commission 2043-2018 3.06% $18,842-$21,172 172837 3 57 668
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NOTE 10 -LONG-TERM DEBT (Continued)

Annual Principal Criginal issue Cutstanding at
Type of indebtedness (Purpose) Maturity interest Rates Instaliments Amount June 30, 2018
Governmental Activities, Continued:
Capital leases

Energy efficient infrastructure 2008 - 2627 3.62% $135,089 - §220.835 § 5,880,594 § 4,047,331

Elections squipment 2014 - 2017 8.82% $47 874 - §55,225 283,175 193,801

Parks, Open Space & Cultural Services

Mower 2013 - 2018 4.34% $11,796 - $12.307 58,828 23,190
Copy Machines 2012 - 2020 §.70% - 12.58% 38,979 - 397,904 501,403 197,271
Phons System 2014 - 2020 8.26% $405,100 - $528,301 3,302,148 2,387,748

Total Governmental Activities

Business-Type Activities:

Enterprise Fund - County Disposal Site C8A 8C
2014 Lesase Revenue Bonds {financed capital improvements inchuding
financial system and additional module at County's Buena Vista sanitary landfili}
Coliateral Behavior Health Center and Buena Vista Gatehouss
Serial bonds 8/1115-8/134 3.00-5.00% $225,000-3480,000 $ 5,745,040
Unamortized bond premiom 284,138

Total 2014 issue

Enterprise Fund - Davenport Sanitation District
California State Department of Water Resources {upgrade existing water facilities)
11188111122 2.50% $4,550-$10,575 250,660
Cafifornia Technology, Trade & Commeme Agency (fund sanitetion system improvemsnis)
2/28/95-71124 2.75% $3,550-34,817 310,881
California State Water Resources Control Board - revolving foan {fund sewer reconstruction project
5/31/01-513120 2.80% $5,840-39,429 151,847
Enterprise Fund - Seplic Tank Maintenance GSA 12
Cafifornia State Water Resources Conlrol Board
4f23110-4/23729 2.80% $10,783-317,512 277 467

Subtotal Loans

Total Lease Revenue Bonds and Loans
Net Premiums/{Discounis}
Tetal including Premiums/{Discounis}

Copy Machins 376-12M18 AT% 3259.2-§5391 78 5,140
Landfill posiclosure

Total Business-Type Activities

Component Unit - Santa Cruz County Sanitation District {SCCS8D

2005 Wastewater Revenue Refunding Bonds {financed the SCCED'e share of the
improvements to the City of Santa Cruz sewer treatment facility)
Serial bonds B/1/05-9/119 2.80-5.0% §14G.000-5940,000 $ §,335,000
Unamortized bond premium 41,252

2G04 Issus Limited Obligation Refunding Improvemsnt Bonds - Freedom Boulevard Sewer
Assessment District {financed construction of sewer facility}

Serial bonds D/2/05-0/2118 1.85-525% $55,000-390,0C0 $ §530,660
Loans payable - City of Santa Gruz 2000-201% 1.80% $717.884-31,663.340 $ 7,532,957
{construct treatment plant sxpansion}
2009 State Waler Resoumes Control Board 2013-2032 2.50% $630,445-3955,295 $ 11,981,910
Loan

Totat Component Unit

89

$ 74,970,513

$ 5,520,000
279,431
3 5,799 431

$ 58,510
114,532

38,288

78,274
288,714

6,808,714
279,431
$ 7.086,145

$ 4814
5,098,309
$ 13,189,088

$ 2,180,000
18,685

2,198,885

285,000

4,603,882
10,317,834

§ 17,373,154



NOTE 10 -LONG-TERM DEBT (Continued)

A. Governmental Activities

At] une 30, 2016, annual debt service requirements of governmental activities to maturity are as follows:

Fihancing Authorities

Refunding L ease Revenue L ease Revenue
Certificates of Participation Bonds Refunding Bonds
Year Ending June 30, Principal interest Principal interest Principal Interest
2017 $ 3405000 & 1,801,221 % 410,00C & 557,944 & 88,542 & 70,285
2018 3,535,000 1,481,487 420,000 543,794 88,542 £8,535
2018 3,888,000 1,348,811 440,060 52¢.194 88,818 88,532
2020 3,830,000 1,202,177 455,000 513,994 71,285 £4,385
2021 3,885,000 1,041,845 475,000 493,194 73,872 £2,068
2022-2026 14,155,000 2,932,058 2,620,000 2,207,144 413 511 266,132
2027-2031 4,405 0060 541,094 3,145,000 1,645,687 510,048 168,045
2032-2036 780,000 28,450 3,285,000 1,023,925 374,732 37,786
2037-2041 - - 2,675,000 512,300 - -
2042-2046 - - 1,355,000 138,200 - -
Total $ 37,780,000 § 10,178,123 § 14880,000 $ 8,170,876 $ 1,642,161 § 503,855
Local Agency
Revenue Bonds Certificates of Participation
Year Ending June 30, Principal Interest Principal Interest

2017 30000 $ 6600 % 945000 % 568373

2018 35,000 4813 735,000 538778

2019 35,000 2888 780,000 506,878

2020 35,000 963 585,000 472856

2021 - - 815,000 455478

2022-2026 - - 2,880,000 1,886,581

2027-2031 - - 2,700,000 1,306,268

2032-2036 - - 3,380,000 805,638

2037-2041 - - 775,000 18616

Total 135000 § 15264 $ 13385000 $§ 6365496
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NOTE 10 -LONG-TERM DEBT (Continued)

A. Governmental Activities (Continued)

Financing Authorities (Continued)

The Refunding Certificates of Paricipation, Lease Revenue Refunding Bonds, Certificates of Panicipation, 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.

Defeasance of Bonds

OnJ uly 30, 2015, The County of $anta Cruz Financing Authorities issued $13,770,000 2015 S eries 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, (i) 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 centificates.

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 camrying amount of the old debt by $825,000 resuling 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

At] une 30, 2016, annual debt service requirements of business-type activities to maturity are as follows:

{ ease Revenue Bonds Loans Payable
Year Ending June 30, Principal interest Principal interest
2017 $§ 235000 & 264100 § 46683 § 6,718
2C18 240,000 254 6C0 47,918 5,652
2618 250,000 244 8CG 46 177 4,557
2620 260,000 234,6C0 50,459 3,434
2621 270,000 224 0G0 34207 2,285
2022-2026 1,540,06CC 531,350 58,259 2,727
2027-2031 1,805,06CC 561,863 - -
2032-2036 1,820,000 148,600 - -
Total $ B520000 § 2864313 $ 286714 § 25373

Loans payable principal and interest are paid from various enterprise fund revenues.
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NOTE 10 -LONG-TERM DEBT (Continued)

C. ComponentUnit

At]J une 20, 2016, annual debt service requirements of the District to maturity are as follows:

2004 Limited Obligation 2005 Wastewater
Year Ending Refunding improvement Bonds Revenue Refunding Bonds Loans Payable
June 30, Principal Interest Principal Interest Principal Interest

2017 b3 80,000 $ 11,123 % 940,000 & 84,100 % 20405686 % 325,583
2018 85,000 8,914 535,000 47 225 2 078,103 288,056
2018 90,000 2,383 565,000 18,725 2122 666 243,494
2020 - - 140,000 2,800 573,309 217,004
2024 - - - - 587,642 262,871

2022-2026 - - - - 3,166,059 785505

2027-2031 - - - - 3,582,105 369,459

2032-2036 - - - - 771,038 19,276
Total 3 255000 § 20406 $ 2180000 % 153850 $ 140921486 § 2451 058

During 2005, the District issued $9,335,000 of 2005 Wastewater Revenue Refunding Bonds which refunded
the 1977 Sewer Revenue Bonds, S eries A, and the 1994 Certificates of Participation issued for the wastewater
treatment plant. The bonds are obligations of the District, and are payable from and secured by a pledge of net
reventues.

During 2004, the District issued Limited Obligation Refunding Improvement Bonds to refinance the 1994
Freedom Boulevard $ ewer $ pecial Assessment bonds, pay costs related to the issuance of the bonds and to
make a deposittoa Reserve Fund.

Loans Payable

The City of Santa Cruz loan represents 47% of a S tate 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% orapproximately $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 $tate Revolving Funds, and issued $18.7 million in 2013
Wastewater Revenue Refunding Bonds. The amountof the District's portion outstanding as of J une 30, 2016,
is 54,603,952,

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 SWRCRB has agreed to loan the District a total of $16,725,699. As of ] 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 ] une 30, 2016, is $503,700,654. The County’s legal debt
service limitis 1.25% of the total full cash valuation of all 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-exempt
bonds after August 21, 1986. Arbitrage regulations deal with the investment of all tax-exempt bond proceeds
atan interestyield greater than the interestyield paid to bondholders. Generally, allinterest paid to bondholders
can be retroactively rendered taxable if applicable rebates are not reported and paid to the Intemal 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

$7,039,138 of the 2014 Lease Revenue Bond was used for County Disposal S ites CSA 9C and is expected to
be repaid from fund resources. This amount was erroneously reported in the Financing Authorities Fund in
prior years. The Long-Term Debt Note was changed to include the 2014 Lease Revenue Bond in both
Governmental and Business-Type Activities. Prior period adjustments were recorded to properly report the
debt on the S tatement of Net P osition for County Disposal S ites C$A 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 for the 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 J oint P owers 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 the J oint P owers
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 CLOSURE AND POSTCLOSURE 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. S tate 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 of ] une 30 of each year.

As of ] une 30, 2016, a liability for closure and postclosure maintenance in the amount of $6,098,309 is reflected
in the County Disposal S ites CS A 9C Enterprise Fund based upon landfill capacity used to date. As of J 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 S tate 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
NetP osition. 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.

P ostclosure 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 CS A 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 POS ITION AND FUND BALANCES

Individual proprietary fund deficit net position at] une 30, 2016, were as follows:

Internal S ervice Funds:

Information S ervices $2,781,036
P ublic Works $25,412,533
Risk Management $495,371
Workers’ Compensation Insurance $20,215,512

The deficit net positions in the Information S ervices Fund, P ublic 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 GASB 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 Pension Plans

Plan Descriptions - All qualified permanent and probationary employees are eligible to participate in the
County’s separate Miscellaneous (all other), Safety (police and fire), and S afety S heriff Plans, through agent
multiple-employer defined benefit pension plans administered by CalPERS, which acts as a common
investmentand administrative agent for its participating member employers. Benefit provisions under the Plans
are established by $§ tate statute and County resolution. CalPERS 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 Plan participants that are not part of the County. The amounts have been reduced based on
payments within the Measurement Period of J uly 1, 2014 to ] 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 benefitis one of the following: the Basic Death
B enefit, the 1957 S urvivor Benefit, or the Optional § ettlement 2W Death Benefit. The cost of living adjustments
for each plan are applied as specified by the California P ublic Employees' Retirement Law.

The Plans’ provisions and benefits in effectat ] une 30, 2016, are summarized as follows:

Miscelianeous
December 17, 2012

Frior to to December 31, 2012 On or after
Hire Date Decamber 17, 2012 or reciprocal January 1, 2013
Benefit Formuia 2% at 55 2% at 6C 2% at 62
Benefit Vesting Schedule 5 Years 5 Years 5 Years
Earliest Retirement Age 56 56 52
Maximum Benefit Factor 2.418% @ 63 2.418% @ 63 25% @67
Final Compensation 12 Maonths 36 Maonths 36 Months
Required Employae Coniribution Rates 70% 70% 6.3%
Required Empioyer Contribution Rates 17.3% 17.3% 173%
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NOTE 14 -PENSION PLANS (Continued)

Hire Date

Benefit Formula

Benefit Vesting Schedule

Earfiest Retirement Age

Maximum Benefit Factor

Final Compensation

Required Employee Contribution Rates
Required Employer Contribution Rates

Hire Date

Benefit Formula

Benefit Vesting Schedule

Earliest Retirement Age

Maximum Benefit Factor

Final Compensation

Required Employee Contribution Rates
Required Employer Contribution Rates

A. General Information about the Pension Plan, (Continued)

Safely
June 8§, 2012
Prior to o December 31, 2012 On or after
June 9, 2012 or reciprocal * January 1, 2013
2% at 50 2% at 50 2.7% at 57
5 Years 5 Years 5 Years
50 50 5C
27% @55 27% @55 2.7% @ 57
12 Months 38 Months 36 Months
9.0% 9.0% 13.0%
21.5% 21.5% 21.5%
Safety Sherniff
June 9, 2012
Prior to 10 December 31, 2012 On or after
June @, 2012 Qr reciprocal * January 1, 2013
3% at 50 3% at 55 2.7% at 57
5 Years 5 Years 5 Years
50 50 5C
3% @ 55 3% @55 27% @ 57
12 Months 36 Months 36 Months
9.0% 9.0% 12.0%
3586% 358% 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 CalPERS, so long as the employee began employment with that

agency priorto] anuary 1, 2014,

E mployees Covered - AtJ une 30, 2015, the following employees were covered by the benefit terms for each

Plan:

inactive Empioyees or Beneficiaries Currently Receiving Benefils
inactive Employees Entitled to but not yet Receiving Benefits

Active Employees
Total

Miscellaneous Safety Safety Sheriff
2,334 249 70
1,470 217 75
1,888 208 128
5,692 663 273
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NOTE 14 -PENSION PLANS (Continued)

A. General Information about the Pension Plan, (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 J uly 1 following notice of a change in the rate. The total plan contributions are determined
through CalPERS ' 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. E mployer contribution rates may change if
plan contracts are amended. Itis the responsibility of the employer to 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. NetPension Liability

The County’s net pension liability for each Plan 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 of ] 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 - The J une 30, 2014 valuation was rolled forward to determine the ] une 30, 2015 total
pension liability, based on the following actuarial methods and assumptions:

Miscellaneocus Safety Safety Sheriff
Valuation Date June 30, 2014 June 30, 2014 June 30, 2014
Measurement Date June 30, 2015 June 30, 2015 June 30, 2015
Actuarial Cost Method Entry Age Entry Age Entry Age
Actuarial Assumptions:
Discount Rate 7.85% 7.85% 7.85%
Inflation 275% 275% 275%
Payroil Growth 3.00% 3.00% 3.00%
Projeciad Salary Increasa Varies " Varies " Varies
Investment Rate of Return 7.85% © 7.85% © 7685% @
Mortality Derived using CalPERS' Membership Data for all Funds @
Post Retirement Benefit increase Contract Cost-of-Living-Adjustment up to 2.75% until Purchasing

Power Protection Allowance Floor on Purchasing Power applies,
2.75% thereafter

% Depending on age, service, and type of employment.

@ Net of Pension Plan Investment Expenses, includes Inflation

# The mortality table used was developed based on CalPERY specific data. The table includes 20 vears of
mortality improvements using Sociely of Actuaries Scale BB. For more details on this table, please refer o
the 2014 experience study report.

All other actuarial assumptions used in the J une 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 CalPERS 'website under Forms and P ublications.
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NOTE 14 -PENSION PLANS (Continued)

B. Net Pension Liability (Continued)

Change of Assumptions - GASB 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 the J une 30, 2014 measurement date was
net of administrative expenses. The discount rate of 7.65 percent used for the J une 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 Plan. 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
P ublic Employees Retirement Fund (PERF). The stress test results are presented in a detailed report called
“GASB Crossover Testing Report” that can be obtained at CalPERS’ website under the 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-estimate ranges of expected future real rates of retumn (expected retumns, net of pension
plan investment expense and inflation) are developed for each major assetclass.

In determining the long-term expected rate of return, CalPERS took into account both short-term and long-term
market return expectations as well as the expected pension fund (P ublic 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’ assetclasses,
expected compound (geometric) returns were calculated over the shortterm (first 10 years) and the long-term
(11-60 years) using a building-block approach. Using the expected nominal returns for both short+erm 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 shortterm 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
Sirategic Real Retumn Real Retum
Asset Class Allocation  Years 1-10%  Years {1+ #
Global Equity 51.00% 5.25% 571%
Global Fixed Income 19.00% 0.99% 243%
Inflation Sensitive 6.00% 0.45% 3.36%
Private Equity 10.00% 5.83% 6.95%
Real Estate 10.00% 4.50% 513%
Infrastruciure and Forestiand 2.00% 4.50% 509%
Liquidity 2.00% -0.55% -1.05%
Total _100.00%

& An expected inflation of 2.5% used for this period.
® An expected inflation of 3.0% used for this period.
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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

Baiance at June 30, 2014

Changes in the year:
Service Cost
Interest on the Tolal Pension Liability
Changes of Benefit Terms
Changes in Assumptions
Differences between Actual and
Expecied Experience
Plan to Plan Resource Movement
Contribution - Employer
Condribution - Employes
Net Investment Income
Benefit Payments, Including Refunds of
Empioyee Confributions
Administrative Expenses

Net Changes
Baiance at June 3G, 2015

Safety Plan

Baiance at June 30, 2014

Changes in the year:
Service Cost
Interest on the Total Pension Liability
Changes of Benefit Terms
Changes in Assumptions
Differences between Actual and
Expecied Experience
Plan to Plan Resource Movement
Contribution - Employer
Contribution - Employee
Net Investment Income
Benefit Payments, Including Refunds of
Empioyee Contributions
Administrative Expenses

Net Changes

Baiance at June 3G, 2015

Increase {Decreass;

Total Pension Plan Fiduciary Net Pension
Liability Net Position Liabiity/(Assel}

5 970,7945568 § 7485092527 5 222,102,031

18,761,847 - 18,761,847
71,962,162 - 71,962,162
(15,868,274} - (15,868,274}
{13,201,310) - {13,201,310)
- {29,360) 29,360
- 20,788,368 (20,788,368)
- 9,264,211 (9,264,211
- 16,986,820 (16,986,820
{44,263,142) {44,263,142) -
- (855,524 855,524
16,391,283 1,891,373 14,499,910

§ OB87185841 3 750583900 § 235501 941

Increase {Decreass;

Total Pension Plan Fiduciary Net Pension
Liability Net Position Liabiity/(Assel}

§ 1561516538 § 117011036 § 34,505,503

3,634,483 - 3,634,483
10,356,153 - 10,356,153

(2,711,954) - (2,711,954)
2,154,731 - 2,154,731

- 4,503,775 (4,503,775

- 1,200,032 {1,200,032)

- 2,087,758 (2,087,758}
(5,050,435 (5,050,435 -
- (107,841} 107,841
8,382,978 2,633,290 5,749,688

§ 159899517 § 119644326 § 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
Ligbiiity Net Position Liability/{Assetl)
Balance at June 30, 2014 $ 134874267 § 92017036 § 42857231
Changes in the vear:
Service Cost 3,490,556 - 3,490,555
Interest on the Total Pension Liability $1,193,336 - $1,193,336
Changes of Benefit Terms - - -
Changes in Assumptions (2.618,825) - (2,618 825)
Differences bhetween Actual and
Expected Experience (2,577,9086) - (2,577 908)
Plan to Plan Resource Movement - - -
Contribution - Employer - 3,212,085 (3,212,085)
Contribution - Employse - 1,434,076 {1,434,076)
Net Invesiment Income - 2,674 451 (2,674,451}
Benefit Payments, Including Refunds of
Employee Contributions (7,060,615) {7,080,815) -
Administrative Expenses - {133,531) 133,531
Net Changes 2,226 545 126 476 2,100,069
Balance at June 30, 2015 $ 137100812 & 092143512 § 44957 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 $ 3674908308 $ 58643368 § 70304805
Current Discount Rale
Net Pension Liability $  235,801.941 $ 40255191 $ 44957360
1% Increase
Net Pensicn Liability § 133477624 & 19393582 § 32022910

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 selfHnsurance 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 resultfrom early C omprehensive Annual Financial Report closing and final reconciled
reserves.
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NOTE 14 -PENSION PLANS (Continued)

C. Pension Expenses and Deferred Outflows Anflows of Resources Related to Pensions

For the year ended J une 30, 2016, the County recognized a pension expense of $17,629,915. At]J une 30,
2016, the County's deferred outflows of resources and deferred inflows of resources related to pensions from

the following sources:

Deferred Cuifiows Deferred inflows
of Resources of Resources

Pension Confributions Subsequent to Measurement Date 5 33,847 462

Changes in Assumptlions 15,481,040
Differences between Actual and Expeciaed Experience 1,714,988 10,700,383
Net Differences between Projected and Actugi Earmings on

Pian Invesiments 41,286,416 49 212,027
Total 3 76848867 § 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 yearended ] une 30, 2017.
Other amounts reported as deferred outflows of resources and deferred inflows of resources related to pensions
will be recognized as pension expense as follows:

Deferred
Year Ended  inflows{Outflows)
June 3¢ of Resources

2017 § (17,839,512

2018 {17.639,512)
2019 {7,332,277)
2020 10,219,256
Total 5 {32,392045)

D. Payable to the Pension Plans

At]J une 30, 2016, there is no outstanding amount of contributions pavyable to the Plans required for the year
ending J une 30, 2016.
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NOTE 15 -POSTRETIREMENT HEALTH CARE BENEFITS

Plan Description. Employees of the County who retire through CalPERS, their spouse, and eligible
dependents may receive health plan coverage through the P ublic E mployees’ Medical & Hospital Care Program
Plan (Plan). The Plan is a defined benefit plan which provides the retirees a monthly medical contribution that
is not to exceed the costof the plan selected. The cost of the Plan to the County for each bargaining group will
be determined through CalPERS’ regulations and requirements. For the P hysicians 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 CalPERS atage 50 with at
least 5 years of service.

The numbers of participants in the Plan are as follows:

Participants as of January 1, 2016* Total
Active employees 2,107
Retirees 1,436

Total ___ 3546

* Most recent information available.

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 Plan,
$1,331,000 of which is the implicit subsidy.

Annual OPEB Cost and Net OPEB Obligation. The County's Annual Other Post-E mployment Benefits
(OPEB) cost (expense) is calculated based on the Annual Required Contribution of the Employer (ARC), an
amount actuarially determined in accordance with the parameters of GASB 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 OPEB cost for the year, the amount actually
contributed to the plan, and changes in the County's net OPER obligation to the P lan:

Total
Annual required contribution $ 16,323,066
interest on net OPER obligation 4286 0G7¢
Amgortization of net OPERB obligation (6,174,000}
Annual OPEB cost {expense} 14 435 078
Contributions made (6,477,103}
increase in net OPER obligation 7,957,876
Net OPERB obiigatiocn - beginning of year 11G,38C,52¢
Net OPEB obiligation - end of year § 118,348,505
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NOTE 15 -POSTRETIREMENT HEALTH CARE BENEFITS (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
6/30/2014 & 12,008,042 & 4 681,209 39.0% § 102,743,480
5/30/2015 12,564,392 4 817,343 39.1% 110,360,52¢
6/30/20186 14,435 G768 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
Planwas 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 costtrend rate. Amounts determined regarding the funded status of
the Plan 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 S upplementary 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 ona closed basis. The remaining
amortization as of ] une 30, 2016, was 24 years.
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NOTE 15 -POSTRETIREMENT HEALTH CARE BENEFITS (Continued)

OTHER POST-EMPLOYMENT OBLIGATIONS
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 J une 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 Plan assets is increasing
or decreasing over time relative to the actuarial accrued liability for benefits.

Unfunded
Unfunded {Cverfunded)
Entry Age {Overfunded) Liakility as
Actuarial  Actuarial Actuarial Actuarial a Percentage
Valuation  Value of Accrued Accrued Covered of Covered
Date Assels Liability Liability Payroll Payroll
61/01/07 & - $ 216,766,000 § 216,766,000 § 153,807,000 140.9%
G1/01/14 - 145,013,660 145,613,060 153,879,060 94.2%
G1/01/16 - 167,085,060 167,695,060 167,418,060 99.8%

NOTE 16 -DEFERRED COMPENSATION PLAN

The County offers all of its fulltime employees a deferred compensation plan created in accordance with
S ection 457 of the Internal Revenue Code. The deferred compensation plan permits employees to defer a
portion of their salary untl future years. The deferred compensation is not available to employees until
termination, retirement, death, or emergency. Employees direct the investment of deferred compensation plan
assets into certificates of deposits and various mutual funds. The County has insignificant administrative
duties.

As of June 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 CONTINGENCIES

A. Contracts

As of ] une 30, 2016, the County has construction contract commitments in the Department of P ublic W orks (all
funds types) and in S pecial 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 thataudit
disallowances, if any, would have a significant effect on the financial position of the County.
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NOTE 17 -COMMITMENTS AND CONTINGENCIES (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 liabilites that may arise from the
intermediaries’ review.

NOTE 18 -RIS K 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 selfdinsured for its general and auto liability, workers’
compensation, property, and employees’ dental coverage. The County has chosen to establish riskfinancing
internal service funds, where assets are set aside for claim setdements associated with the above risk of loss
up to certain limits. Excess coverage is provided by the California S tate 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. $elfdnsurance limits per occurrence and
Insurance Authority limits per year are as presented in the § tatistical § ection of this report.

Amounts in excess of these limits are selfinsured. None of the insurance settlements over the past three years
has exceeded the amount of insurance coverage. As of ] une 30, 2016, the workers' compensation lia bility limit
per occurrence was $500,000.

The unpaid claims liability included in each of the § elfdnsurance Internal§ ervice 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 $elfdnsurance fund using various allocation methods which include
actual costs, claims experience, and number of participants.
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NOTE 18 -RIS K MANAGEMENT (Continued)

The change in the balance of claims liabilities during the fiscal years ended ] une 30, 2016, and two prior years
for all s elf4nsurance Internal $ ervice Funds combined is as follows:

2016 2015 2014

Unpaid ciaims and ¢laim adjustment expenses,

beginning of the fiscal year % 38086910 § 46984023 § 46752428
Incurred ciaims and claim adjustment expenses 12,049,811 10,618,009 10,611,600
Increase(decrease) in provision of insured events for prior years - {8.028,909) -
Claim payments {12,032 593) {10,586,213) {10,380,014)
Unpaid ciaims and ciaim adjustment expenses,

end of the fiscal year $ 39,004,128 $ 38886910 $ 465984023

At]) une 30, 2016, the S elfdnsurance Funds held a total of $28,498,722 in cash for the payment of these claims.
A. Workers' Compensation

The Workers’ Compensation selfinsurance program is funded on a cash flow plus contingency resenve 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 W orkers’
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 selffunded indemnity dental program for employees and their dependents and is funded
by the various County departments through charges to their salary and benefits budgets. At] 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
E ngineers Union Local 3.

C. Liability and Property
The County has a selfdinsured retention of $1 million with excess insurance coverage for the general liability
program. At June 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
E mployment 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 20, 2016, estimated future liabilites were $62,008.
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NOTE 19 -FUND BALANCES

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 at) une 30,

2016, is as follows:

Nonmajor Total
Capital Projects  Governmental Govarnmental
General Fund Housing Fund Fund Funds Funds
Nonspendable:
Invertory, prepaids and imprest cash 475042 § - 3 - 3 - 5 475042
Advances and foans 275,887 - - - 275,897
Total nonspendable fund balance 751,038 - - - 751,638
Restricted for:
Purpose of fund - 16,448 448 - 23,385229 39,834,877
icans - 51,506,840 - - 51,506,840
Assets held for resale - 1,643,881 - - 1,643,881
Debt service - - - 438,084 4,388,084
Capital asset acquisition - - 5,750,774 14,905,156 17,695,930
Total restricted fund balance - 79,600,179 §,790,774 38,378,469 124 769,422
Committed to:
Natural disasters 1,251,089 - - - 1,251,088
Waorking capital 6,060,600 - - - 5,000,000
Economic unceriainty 10,000,000 - - - 10,000,000
Total committed fund balance 17,251,088 - - - 17,251,088
Assigned to:
Federally qualified health program 14,229 750 - - - 14,229 750
Struciural deficit 5,632,662 - - - 5,632,662
Eliminate projected budgetary deficit
in subsequent year's budget 8,148,727 - - - 8,148,727
Liabilities 1.5GG,8G0 - - - 1,560,060
Human services 450,000 - - - 450,600
Salary savings 2,794 858 - - - 2,794 958
Total assigned fund balance 33,767,088 - - - 33,767,098
Unassigned Fund Balance {33,207} - - - {33,247)
Total fund balances 51738018 3 79600179 % £§790774 _§ 38378489 § 176505441

NOTE 20 -SUBSEQUENT EVENTS

OnJ uly 6, 2016, the Santa Cruz County R edevelopment S uccessor Agency issued Tax Allocation R efunding
Bonds, 2016 S eries A in the amount of $49,200,000. The 2016 S eries A Refunding Bonds bear interest at
rates ranging from 2.00% to 5.00%, maturing on September 1, 2036. The 2016 S eries A Refunding Bonds
were issued to refund on an advance basis the former County of S anta Cruz Redevelopment Agency’s Tax
Allocation Bonds, 2009 S eries A, to satisfy the Reserve Requirement for the 2016 § eries A Refunding Bonds
and to pay the costs of issuing the 2016 S eries A R efunding 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 ADJ US TMENTS

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 reflect the 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 activilies

Net position at July, 2015, as previously stated 5 141,169,588
Lease revenue bond adjusiment 6,002,514
Capital asset adjusiment 847 535
Loans receivable adjustment {772 845)

Net Position at July, 2015, as restated 3 147,046,872

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 S ites CSA 9C thatwas 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 § 32,465 243
Lease revenue bond adjustment (6,002,514;
Net Position at July, 2015, as restaied 5 26,462,729

A prior period adjustment of $970,474 was made to decrease the component unit activities' beginning net
position. The adjustment was made relating to a fiscal year 2015 4% 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 $ 124,637,087
Invoice adjustment {970,474)
Net Position at July, 2015, as restated $ 123,666,613
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COUNTY OF SANTA CRUZ
BUDGETARY PRINCIPLES

General Budget Policies

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 $anta Cruz (County) prepares and adopts a budget for each fiscal year. The budgetis a
compilation of operating budgets from: individual functional units within the General Fund, S pecial Revenue Funds,
Capital Projects Fund, and Proprietary Funds (operating plans). Budgets are adopted for all funds except for Debt
Service Funds and certain S pecial Revenue Funds, namely, the Financing Authorities, Health S ervices, and G eological
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 S upervisors (Board). The auditor provides the estimates for bonded debt service requirements.

Prior to J uly 1, the County Administrative Officer submits to the Roard 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.

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

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.

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 $tate Controller.

B udget units are expenditure classifications which identify accounting or cost centers necessary or desirable
for control of the County financial operation.

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 § pecial Revenue
Funds, which do notannually adopt a budget.

Budgets are adopted on a basis consistent with accounting principles generally accepted in the United S tates
of America (GAAP) except for the following different classifications:

e Interfund 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-end lapse into fund balance. S ee the following paragra ph for encumbered appropriations atyear-end.

The Board made several supplementary budgetary appropriations throughout the year, primarily to the S pecial
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 § pecial Revenue Funds. Encumbrances outstanding at year-end are
reported as commitments of fund balance since they do not constitute expenditures or liabiliies. Encumbrances at
year-end are re-budgeted in the new year.
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FUND BALANCE, BEGINNING
RESGURCES {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

CHARGES TO APPROPRIATIONS {OUTFLOWS)

General Government:

Board of Supervisors

Salaries and employee benefiis

Services and suppiies
Other charges

Total
Administrative Cffice

Salaries and employee benefiis

Services and supplies
Other charges
intrafund transfers

Appropriations for contingencies

Total

Auditor-Controller

Salaries and employee benefits

Services and suppiies
Capital assets
Intrafund transfers

Total

Budget Variance with
Criginal Final Actual Final Budget
§ 50,204881 50,204 881 § 50,204881 5 -
101,764 287 101,764,287 107,566,543 5,802,256
11,364 615 11,648,434 11,875,855 227 421
4,471 092 4,569,252 3,617,245 {952,006}
2,100,945 2,893,036 3,620,166 727,130
234,948 890 243,680,212 234772832 {8,907,380)
64,730,019 65,010,891 57,591,811 {7,419 080)
4 872555 6,088,127 3,001,431 {3,086,696)
18,378 74,994 69,685 {5,309}
28 467 547 28,467 547 4025238 {24,442 309}
452,738,329 464,196,780 426,140,807 {38,055,973)
2,563,888 2,556,788 2445213 141,575
102,281 123,829 114,229 9600
3,229 3,229 3,229 -
2,669,398 2,683,848 2562671 121,175
3,659,750 3,644,578 2935577 709,001
3,325,185 2,944 9501 986 635 1,958,266
10,286 11,572 11,569 3
{841,138) {841,138} {840 810) {328}
- 516,795 - 516,795
6,154,084 6,276,708 3,092,971 3,183,737
3,083,456 3,154 832 3,154 831 1
1,661,760 1,261,781 1,177,915 83,866
1,062,613 1,062613 461343 601,270
{1,891 518} {1,891,518) {%,921,722) 30,204
3,896 311 3,587,708 2872357 715,341
{Continued}
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COUNTY OF SANTA CRUZ

BUDGETARY COMPARISON SCHEDULE (CONTINUED)

GENERAL FUND
FOR THE YEAR ENDED JUNE 30, 2016

113

Budget Variance with
Original Final Actual Final Budget
CHARGES TO APPROPRIATIONS {OUTFLOWS), Continued
General Government, Continued:
Treasurer - Tax Coliector
Salaries and employee benefits 1,237,518 1,237,516 1,188,776 $ 48740
Services and supplies 882,269 811,723 695777 145,948
Other charges 1,292 1,292 646 648
Capital assets 4078 4078 4077 1
intrafund transfers 140,594 140,594 210,429 {69,835}
Total 2,265749 2,195203 2,099,705 95,498
Assessor
Salaries and employee benefits 2,694 401 2,694 401 2,502 587 191,814
Services and supplies 559,828 537,719 519,509 18,210
Other charges 225,193 225,263 225262 1
intrafund transfers {193,103} {193,103 {32,029} 161.074)
Total 3,286,319 3,264 280 3,215,329 48 951
Purchasing
Salaries and employee benefits 343 997 343,997 295,224 48773
Services and supplies 177,040 118,037 118,038 1
Intrafund transfers {111,004} {111,004} {111,005} 1
Total 410,033 351030 302,255 48775
County Counsel
Salaries and employee benefits 3,053611 3,104,814 3,104,814 -
Services and supplies 163,840 166,717 161,325 5,392
intrafund transfers {1,249 414) {1,249 414) {1,358,328) 108,914
Total 1,968,037 2022117 1,907 811 114,306
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 36,237
Intrafund transfers {1,156.484) {1,156 484) (1,156,484 -
Total 4,318,644 4188015 4,151,778 36,237
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 72,001
Other charges 67,702 67,702 59,164 8,538
Total 3,218,786 3,385,543 3,305,004 80,539
{Continued;



COUNTY OF SANTA CRUZ

BUDGETARY COMPARISON SCHEDULE (CONTINUED)

GENERAL FUND

FOR THE YEAR ENDED JUNE 30, 2016

CHARGES TO APPROPRIATIONS {OUTFLOWS), Continued

General Government, Continued:

Communications
Salaries and employee benefiis
Services and suppiies
Other charges
Capital assets
intrafund transfers

Total

General Services
Salaries and employee benefits
Services and supplies
Other charges
Capital assets
Intrafund transfers

Total

Real Property Management
Services and supplies
Capital assets

Total

Finance: Revenue-General Fund
Salaries and employee benefiis
Services and supplies
Other charges
intrafund transfers

Total
Surveyor
Services and suppiies
Total
BPW Engineering
Services and supplies
Total
Central Stores
Salaries and employee benefiis

Services and supplies
Intrafund transfers

Total

Total General Government

Budget WVariance with
Original Final Actual Final Budget
$ 820,908 780,908 731,764 $ 49,142
1,782,101 1,860,547 1,808,979 51,568
211,483 211,483 211,483 -
37,646 588,731 - 588,731
{725,588} {725,588) {765,856} 40,268
2,126,548 2714079 1,986,370 727,709
4,403 922 4,508,981 4,508,981 -
3919277 3,907 391 3,846,744 60,647
497 028 498,093 498,072 21
- 3,206 3,205 1
{4,941 893} {5,032,344) {5,062,235} 29,891
3,878,334 3,885 417 3,794 857 90,560
148771 169,869 160,517 9,352
- 51,750 51,619 131
148771 221619 212,138 9,483
533,880 26130 - 26130
100,000 101,079 82,239 18,840
1,162,899 1,162,899 437 826 725073
{667,803} {667 ,803) {696,123} 28,320
1,128,976 622305 {176,058} 798,363
196,560 261,560 227916 33,644
196,560 261,560 227 916 33,644
139,000 139,000 87,368 51632
139,000 139,000 87,368 51632
182,610 187,707 187,706 1
60,233 64 441 64 440 1
{249 363} {249,363) {230,034 {19,329)
{6,520} 2,785 22,12 {19,327}
35,799,030 35,801,215 29,664 592 6,136,623
{Continued}
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COUNTY OF SANTA CRUZ
BUDGETARY COMPARISON SCHEDULE (CONTINUED)
GENERAL FUND
FOR THE YEAR ENDED JUNE 30, 2016

Budget WVariance with
Original Final Actual Final Budget
CHARGES TO APPROPRIATIONS {OUTFLOWS), Continued
Fublic Protection:
Courls
Services and supplies 5 238,719 236719 5 201,113 5 35,606
GCther charges 1,976,315 1,976,315 1,737 863 238,452
Total 2,213,034 2,213,034 1,938,976 274,058
Grand Jury
Services and supplies 50,109 52,979 42 368 10,611
Total 50,109 52,979 42 368 10,611
Child Support
Salaries and employee benefits 6,016,650 5,949,650 5,791,937 157,713
Services and supplies 701,150 761,150 747,144 14 006
Other charges 169,238 169,238 169,238 -
Capital assets - 7,000 6,794 208
Total 6,887,038 6,887 038 6,715,113 171,925
District Atiorney
Salaries and employee benefiis 13,700,073 138670377 13,346,762 323615
Services and supplies 1,579,208 1,628,742 1,606,556 22188
Other charges 157,037 350,338 349230 1,108
Intrafund transfers {122018; (1220183 {61,581} {60,437}
Total 15,314,300 15,527 439 15,240,967 286472
Fublic Defender
Services and supplies 10,029,419 10,150,787 9,942 381 208,406
Total 10,029,419 10,150,787 9,942 381 208,406
Sheriff-Coroner
Salaries and employee benefiis 27,132 401 27,824 227 27,824 227 -
Services and supplies 6,596,250 6,711,686 6,176,962 534724
Other charges 137,497 143,930 143,928 2
Capital assels 35,028 86,6990 72655 14,044
Total 33,901,176 34,766,542 34217772 548,770
Jail and Rehabilitation Center
Salaries and employee henefits 22,260 456 22,260,456 21459649 800,807
Services and supplies 8,451,684 8 467 821 8,235,825 231,996
Other charges 96,308 96,308 59547 36,761
Capital assels 92,000 80,000 72408 7.592
Intrafund transfers - £59,044; {57,276} {1,768}
Total 30,900,448 30,845,541 29770,153 1075388
{Continued)

115



COUNTY OF SANTA CRUZ
BUDGETARY COMPARISON SCHEDULE (CONTINUED)
GENERAL FUND
FOR THE YEAR ENDED JUNE 30, 2016

Budget Variance with
Original Final Actus!l Final Budget
CHARGES TO APPROPRIATIONS {OUTFLOWS), Continued
Public Protection, Continued:
Probation Department
Salaries and employee benefits & 14023799 14,289 649 § 13,884 219 % 425 430
Services and suppiies 5,002,739 5,315,258 6,070,418 244 838
GCther charges 69,791 79,219 57,937 21,282
Intrafund transfers {108,500} {108,500; {100,045} {8,453}
Total 20,077 829 20575624 19,892 529 £§83,095
State Correctional Schools
Services and supplies 40,020 20070 9,812 10,258
GCther charges 48,000 36,000 23,671 12,329
Total 88,020 56,070 33,483 22,587
Agricultural Commissioner/
YWeights and Measures
Salaries and employee benefits 1,752,704 1,769,749 1,728,846 40903
Services and supplies 339,961 338,439 312,821 25618
Cthercharges 715 2,043 2,042 1
Capital assets - 8,723 8,722 1
Intrafund transfers {142 262} {142 262} {142 262} -
Total 1,951,118 1,976 692 1,910,169 66,523
Public Works - Cther Construction Inspection
Services and supplies 35,000 30,000 29,918 84
Total 35,000 30,000 29,918 84
Recorder
Salaries and employee benefits 859,804 859,611 824 820 34,991
Services and suppiies 538,511 536,986 337,663 189,321
Other charges 129,809 130,002 130,001 1
Capital assets 20,500 20,500 18,821 1,679
Total 1,546 824 1,547 099 1,311,107 235,992
{Continued;}
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COUNTY OF SANTA CRUZ
BUDGETARY COMPARISON SCHEDULE (CONTINUED)
GENERAL FUND
FOR THE YEAR ENDED JUNE 30, 2016

Budget WVariance with
Original Final Actual Final Budget
CHARGES TO APPROPRIATIONS {OUTFLOWS), Continued
Fublic Protection, Continued:
County Emergency Office
Salaries and employee benefits 169,933 147,450 137,809 9,641
Services and suppiies 301,226 351,784 341,572 10,212
Total 471,159 499,234 479,381 19,853
Local Agency Formation Commission
Other charges 111,167 141,167 111,166 1
Total 111,167 111,167 111,166 1
Planning Department
Salaries and employee benefits 7,591,078 7,591,079 7532612 58,467
Services and supplies 5,740,849 6,411,361 5,628463 782,898
Other charges 576,838 2,438,595 576,541 1,862,054
Capital assets 45,000 45000 8,997 36,003
Intrafund transfers {3,510,215) (3,772,373 {3,546,659} {225,714}
Appropriations for contingencies - 385 - 385
Total 10,443,551 12,714,047 10,199,954 2,514,093
Animal Services
Other charges 1,248 957 1,248 957 1,246,957 -
Total 1,246,957 1,248 957 1,246,957 -
Association of Monterey Bay Area Govis.
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 56,117,858
Public Ways and Facilities:
Public Ways - DPW
Services and supplies 229,772 239,885 239,884 1
Total 229772 239,885 239,884 1
Total Public Ways and Facilities 229772 239,885 239,884 1
{Continued;}
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COUNTY OF SANTA CRUZ
BUDGETARY COMPARISON SCHEDULE (CONTINUED)
GENERAL FUND
FOR THE YEAR ENDED JUNE 30, 2016

Budget Variance with
Original Final Actus!l Final Budget
CHARGES TO APPROPRIATIONS {OUTFLOWS), Continued
Health and Sanitation:
Health Services Agency
Salaries and employee benefits 66,085,148 66,196,604 $ 57577228 5 8619378
Services and supplies 54,488,047 52,860,252 51,758,693 1,101,559
GCther charges 22,092 168 22,838,927 19,831,337 3,007 590
Capital assets 100,000 114 601 76,632 37,969
Intrafund transfers {14,287 073) {14 437 871) {13,631,937) {805,734)
Appropriations for contingencies - 1,168,348 - 1,168,348
Total 128,477,290 128,741,061 115,611,951 13,129,110
Mosquito Abatement
Salaries and employee benefits 1,048,894 1,048,894 1,040,649 8,245
Services and supplies 376,103 376,103 307,704 68,399
Other charges 5,000 5,000 5,000 -
Total 1,429,997 1,429,997 1,353,353 76644
Air Pollution
Other charges 41475 41,475 41475 -
Total 41,475 41475 41475 -
Total Health and Sanitation 129,948 762 130,212 533 117,006,779 13,205,754
Public Assistance:
Human Services Department
Salaries and employee benefits 59,773,703 59,785,139 55,159,288 4,625 851
Services and supplies 21,587,239 22,518,549 19,533,474 2985075
GCther charges 12,885,893 140238675 12,249 527 1,774,148
Capital assets 69,000 101,928 78,920 23,006
Intrafund transfers {189,217} {189,217) {202,079} 12,862
Total 94,127 618 96,240,072 86,819,130 9,420,942
Community Programs
Cther charges 3,873,568 3,873,568 3,873,568 -
Total 3,873,568 3,873,568 3,873,568 -
{Continued;
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COUNTY OF SANTA CRUZ
BUDGETARY COMPARISON SCHEDULE (CONTINUED)
GENERAL FUND
FOR THE YEAR ENDED JUNE 30, 2016

Budget WVariance with
Original Final Actual Final Budget
CHARGES TO APPROPRIATIONS {OUTFLOWS), Continued
Public Assistance, Continued:
Categorical Aids
Services and supplies $ 180,000 § 180000 § 148318 & 31,882
Cther charges 33,340,164 33,440,565 32,888,796 551,769
Total 33,520,164 33,620,565 33,037,114 583,451
General Assistance
Services and supplies 1,351 1,351 - 1,351
Other charges 448 505 552 455 552 453 2
Total 449 856 553,808 552,453 1,353
Burial of Indigents
Services and supplies 42,112 42,112 20,367 21,745
Total 42,412 42,112 20,367 21,745
Family Relations
Services and supplies 43,028 43,0286 43,028 -
Cther charges 92,864 97.884 77,310 20,554
Total 135,890 140,890 120,338 20,554
Wards of Court
Services and supplies 20,000 18,000 17,791 209
Cther charges 130,000 213,540 148,094 65 446
Total 150,000 231,540 165,885 65,655
Veterans Service Officer
Salaries and employee benefits 404,032 404,032 299,269 104,763
Services and supplies 79,613 99,613 95,161 4,452
Other charges 1,423 1,423 1,422 1
Total 485,068 505,088 395,852 109,218
Total Public Assistance 132,784,276 135,207 621 124,984,705 10,222 916
{Continued;}

119



COUNTY OF SANTA CRUZ
BUDGETARY COMPARISON SCHEDULE (CONTINUED)

GENERAL FUND

FOR THE YEAR ENDED JUNE 30, 2016

Budget WVariance with
Original Final Actual Final Budget
CHARGES TO APPROPRIATIONS {OUTFLOWS), Continued
Education:
Agricultural Extension Services
Salaries and employee benefits $ 96,730 $ 97.330 $ 97,329 $ 1
Services and supplies 21,735 26,529 26,240 289
Total 118,485 123,859 123,569 290
Total Education 118,465 123,859 123,569 290
Recreation and Culture:
Recreation and Cultural Services
Salaries and employee benefits 5,205,255 4923 891 4,923,890 1
Services and supplies 1,993,172 2,154 629 2,024,550 133,079
Cther charges 342389 342389 333470 8,919
Capital assels 13,500 14,954 54786 9478
Intrafund transfers {95,500; {95,500} {95,500} -
Appropriations for contingencies - 21,213 - 21,213
Total 7,458,816 7,361,576 7,188,886 172,690
Totat Recreation and Culture 7,458,816 7,361,576 7,188,886 1725690
Dept Service:
Dept Service
Services and suppiies 151,750 151,750 103,468 48282
Cther charges 135,000 135000 131,341 34659
Intrafund transfers {251,874} {251,874) {252,034} 160
Total 34,878 34,876 {17,225} 52101
Total Debt Service 34,876 34,876 {17,225} 52,101
Total Charges to Appropriations {Outflows) 441,674,248 448215117 412,306,884 35,908,233
{Continued;}
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Transfers Out

Finance: Revenue-General Fund

Flant

Planning Department

District Attorney
Sheriff-Coroner

Jail and Rehabilitation Center
Probation Department

Mosquito Abatement

Health Services Agency

Human Services Department

Debt Service to Financing Authorities

Total transfers out

Total Charges o Appropriations {Cutflows)
Net change in fund balance

FUND BALANCE, ENDING

COUNTY OF SANTA CRUZ

BUDGETARY COMPARISON SCHEDULE (CONTINUED)
GENERAL FUND

FOR THE YEAR ENDED JUNE 30, 2016

Budget WVariance with

Original Final Actual Final Budget
$ 554,408 554 408 554,408 3 -
1,800,000 1,800,000 1,800,000 -
- 28818 28,818 -
34,250 89,250 71,457 17,793
90,000 105,000 95 445 9,555
- 154,776 154776 -
20,000 20,000 16,134 3,868
910,778 910,776 910,778 -
14,071,594 14,532,156 674,397 13,857,759
400,000 143,738 143,738 -
7,693,014 8,637,176 7,852,838 784,340
22574042 26.976,008 12,302,785 14,673,313
484 248 290 475,191,215 424 609,669 50,581,548
{11,509,961) {10,994 435} 1,531,138 12,525,573
$ 38,694,920 $ 39,210,446 5 51,736,019 $ 12525573

Explanation of Differences between Budgetary Inflows and Outflows and GAAP Revenusas and Expandifuras

Sources/inflows of Resources:
Actual amounts (hudgetary basis) "available for appropriation” from the budgetary comparison schedule

Differences - budget to GAAF:

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
reparting purposes

Total revenues as reported on the Statement of Revenues, Expenditures and Changes in Fund Balances
- Governmental Funds

Uses/Cutflows of Resources:
Actual amounts {budgetary basis) "chavges to appropriations” from the budgetary comparison schedule
Differences - budiget to GAAF:

Transfers to other funds are outflows of budgetary resources but are not expenditures for financial
reporting purposes

Total expendiures as reporied on the Statement of Revenues, Expendiures and Changes in Fund
Balances - Governmental Funds
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{Concluded)

426,140,807

(69,685)

(4,025,238)

422,045,384

424,808,888

(12,302,785}

412,306,884



COUNTY OF SANTA CRUZ

BUDGETARY COMPARISON SCHEDULE

HOUSING FUND

FOR THE YEAR ENDED JUNE 30, 2016

FUND BALANCE, BEGINNING
RESOURCES (INFLOWS]}

Use of money and properiy
Aid from cther governmenis
Charges for services

Other
Transfers in

Amounts available for appropriation

CHARGES TO APPROPRIATIONS {OUTFLOWS])

Services and supplies
Other charges
Appropriations for contingencies

Total charges to appropriations

Net change in fund balance

FUND BALANCE, ENDING

Explanation of Differences between Budgetary Inflows and Cutflows 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 reporiad on the Statement of Revenues, Expenditures and Changes in Fund

Balances - Governmental Funds

Budget Variance with

Criginal Final Actual Final Budget

$ 798549218 & 79859218 & 78858218 3 -
202,650 202628 277893 75264
2,728,027 3,728,027 1,208,523 (2,518,504}
172,829 234,880 349,367 114,487
2,167,996 2,167,986 3,628,527 1,461,531
1,046,000 1,046,000 97,990 (948,010}
6,317,602 7,379,532 5,564,300 (1,815,232}
4,437 526 5,240,559 1,303,516 3,937,043
20,148,461 20,402,258 3,746,878 16,655,280

- 6,10C - 6,10C

24 586 887 256483817 5,050,484 20,548,423
(18,289,385} (18,269,385} 513,806 18,783,191
$ 61589833 § 61589833 § 80373024 § 18,783,181
$ 5,564,300

(97,990}

5 5,466,310
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COUNTY OF SANTA CRUZ

AN AGENT MULTIPLE-EMPLOYER DEFINED BENEFIT PENSION PLAN
SCHEDULE OF CHANGES IN THE NET PENSION LIABILITY AND RELATED RATIOS
AS OF JUNE 30, 2016

LAST 10YEARS*

2614-15 2613-14

Total Pension Liability

Service Cost 3 25,886,883 5 26,749 327
Interest on Tetal 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

Contrikutions (58,374,192} {5%,053,577}
Net Change in Total Pension Liability 27,000,808 84,254,180

Total Pension Liability - Beginning

Total Pension Liability - Ending (a)

Plan Fiduciary Net Position

1,257,185,365

1,192,931,185

$ 1,284,186,169

$ 1,257,185,365

Contributions - Employer 5 28,504,238 3 25,052 420

Contributions - Employee 11,898,319 14,488,578

Net Investmeant Income 21,749.030 143,435,286

Cther Miscellanecus Income - -

Benefit Payments, Including Refunds of Employee Contributions (58,374,192} {51,053,577;
Flan te Plan Rescurce Movement {29,360} -

Adminisirative Expense {1,096,896) -
Net Change in Plan Fiduciary Net Position 4651,139 128,922,747

Flan Fiduciary Net Positicn - Beginning 957,720,598 828,797 891

Plan Fiductary Net Pesition - Ending {b} $ 962371737 § 957,720,598

Net Pension Liability - Ending {(a}- {b)] $ 321,814,432 $ 299,484 765

Plan Fiduciary Net Positicn as a Percentage of the

Total Pension Liability 74.94% 76.18%
Covered-Employee Payroll $ 157946272 § 156,860,637

Net Pension Liability as a Percentage of Covered-

Emplovee Payrcll 203.75% 190.81%

* Fiscal year 2015-16 was the 2™ year of imple mentation; therefore, only two years are shown.
Notes to Schedule:

B enefit changes. The figures above do not include any liability impact that may have resulted from plan
changes which occurred after the ) une 30, 2014 valuation date.

Changes in assumptions. The discount rate was changed in Measurement P eriod 201415 from 7.5 percent
{net of administrative expense) to 7.65 percent.
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COUNTY OF SANTA CRUZ
AN AGENT MULTIPLE-EMPLOYER DEFINED BENEFIT PENSION PLAN
SCHEDULE OF CONTRIBUTIONS

Actuarially Determined Contributions
Contributions in Relation o the Actuarially
Determined Contributions

Contribution Deficiency {(Excess}

Covered-Employee Payroll

Coniributions as a Percentage of Covered-
Empioyee Payroll

AS OF JUNE 30, 2016
LAST 10YEARS*

2014-15 2013-14

$ 28133824 § 25,002,420

28,133,624 25,002,420

$ - 5 -

$ 157,948,272 § 156,860,637

17.81% 15.97%

*Fiscal year 2015-16 was the 2™ year of implementation; therefore, only two years are shown.

Notes to Schedule:

Valuation date:

June 30, 2012

Methods and assumptions used to determine contribution rates:

Actuarial Cost Method
Amortization method
R emaining amortization period

Assetvaluation method
Inflation

Salary increases

Payroll G rowth
Investment rate of retum

Retirement age

Morta lity

Entry age normal

Level percentage of payroll

Varies 27 to 32 years as of the Valuation Date
depending on the Plan

15~+ear smoothed market

2.75%

Varies by Entry Age and S ervice

3.00%

7.50%, net of pension plan investment expense,
including inflation

The probabilities of retirementare based onthe 2010
CalPERS Experience & tudy for the period from 1997
to 2007.

The probabilities of mortality are based on the 2010
CalPERS Experience S tudy for the period from 1997
to 2007. Pre—etirement and P ostretire ment mortality
rates include 5 vyears of projected mortality
improvement using Scale AA published by the
S ociety of Actuaries.
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COUNTY OF SANTA CRUZ
OTHER POST-EMPLOYMENT OBLIGATIONS
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
of J anuary 1 of each vear indicated.

Unfunded
Unfunded {Overfunded)
Entry Age {Cverfunded) Liability as
Actuarial  Actuarial Actuarial Actuarial a Perceniage
Valuation  Value of Accrued Accrued Coverad of Covered
Date™ Assets Liability Liability Payrcll Payroll
010107 % - $216766,000 § 216,765,000 $ 153,807,000 140.9%
01/01/14 - 145,013,000 145,013,000 153,879,000 94.2%
01/01/16 - 167,095,000 167,095,000 167,418,000 99.8%

* Most recent information available.
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SUPPLEMENTARY
INFORMATION
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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 & pecial Revenue Funds are used to account for the proceeds of special
venue sources which are legally restricted to expenditures for spacific purposes.
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COUNTY OF SANTA CRUZ
BALANCE SHEET
NONMAJOR GOVERNMENTAL FUNDS
JUNE 30, 2016

Cash and investmenis
Restricted cash and invesimenis
Receivables

Advances to other funds

Total assels

Payables
Due to other funds
Advances from grantors and third parties

Total liabilities

Restricted
Total fund balances

Total liabilities and fund balances

ASSETS

LIABILITIES

FUND BALANCES

133

Nonmajor
Governmenial

Funds

20,5685632
15,028,168
7,999,726
244,680

43,858,206

2,272,954
2,817,289
388,794

5,479,737

38,378,468

38,378,469

43,858,206




COUNTY OF SANTA CRUZ
STATEMENT OF REVENUES, EXPENDITURES, AND
CHANGES IN FUND BALANCES
NONMAJOR GOVERNMENTAL FUNDS
FOR THE YEAR ENDED JUNE 30, 2016

Nonmajor
Governmental
Funds
REVENUES:
Taxes 16,832 920
Licenses and permiis 4 550
Fines, forfeits and penalties 12,936
Use of money and property 145,380
Aid from other governmeants 16,381,136
Charges for services 10,713,088
Other 3,052 918
Total revenues 47 143 037
EXPENDITURES:
Current:
General government 1,749,883
Public proteclion 13,318,745
Pubiic ways and facilities 20,008,823
Hegith and sanitation 33,875
Ecucation 5,668 403
Recreation and culure services 1,477,563
Cebt service:
Principal 4,744 165
Interest and fiscal charges 2,787 182
Total expenditures 40 788 511
REVENUES OVER (UNDER} EXPENDITURES {2,646 474)
OTHER FINANCING SOURCES {USES)
Bond proceeds 9,845 000
Bond premium/discount 60,130
Payment to bond refunding escrow agent {13,097 459)
Issuance of debtrefunding bond 13,770,000
Transfers in 8,460 406
Transfers out {5,335,759)
Total other financing sources {uses) 13,811,308
MNet change in fund balances 11,164,834
FUND BALANCES:
Beginning of year 28,250 2569
Prior period adjustment {1,036,524)
Beginning of year, as restated 27,213,835
End of year 38,378,459
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COUNTY OF SANTA CRUZ
BUDGETARY COMPARISON SCHEDULE
CAPITAL PROJECTS FUND
FOR THE YEAR ENDED JUNE 30, 2016

Budgst Variance with
Criginal Final Actual Final Budget
FUND BALANCE, BEGINNING $ 8,805008 5 8,805006 5 8,805006 § -
RESOURCES {INFLOWS}
Use of money and property 193 193 39,088 38,895
Aid from other governments 24 128 575 24 128 575 450,301 [23,678,274)
Charges for services 203,194 203,194 79,908 {123,288}
Other 251,900 251,900 1,571 {2560,329)
Transfers in 10,228 344 19,959 685 4994 321 {14,965 364)
Amounts available for appropriation 43,812,205 44 543 547 5,565 187 {38,978,360)
CHARGES TO APPROPRIATIONS {OUTFLOWS)
Services and supplies 132,622 135,182 97,462 37,720
Capital assets 49,691,240 50,646,418 5,161,303 45485115
Other charges 4675691 2,348,389 2,348,389 -
Transfers out 129 123,248 52,265 50,981
Total charges fo appropriations 54 499 582 53,253,235 7.669.419 45 583 815
Net change in fund balance {10,687 476) {8,709 588) {2,104 232} 5,605 455
FUND BALANCE, ENDING $  {1,7924707 3 185318 § 6790774 % 6,605,456
Explanation of Differences between Budgetary Inflows and Qutflows and GAAP Revenues and Expenditures
Sources/Iinflows of Resources:
Actual amounts {budgetary basis} "available for appropriation” from the budgetary
comparison schedule ) 5,665 187
Differences - budgetto GAAP:
Transfers from other funds are inflows of budgetary resources but are not revenues for
financial reporting purposes {4,994 321)
Totat revenues as reporied on the Siatement of Revenues, Expenditures and Changes in
Fund Balances - Govermnmental Funds $ 570,865
Uses/Cutflows of Resources:
Actual amounts {budgetary basis} "charges to appropriation” from the budgetary
compariscon schedule $ 7,660 410
Differences - budget to GAAP:
Transfers to ather funds are outflows of budgetary rescurces but are not expenditures for
financial reporting purposes {62,265)
Total expenditures as reported on the Statement of Revenues, Expenditures and Changes
in Fund Balances - Governmental Funds $ 7,607,154
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NONMAJ OR
SPECIAL REVENUE FUNDS

Special Revenue Funds:

Library Fund — The Libmry Fund finances library services in the unincorporated area of the County
through contracts with the cities of $anta Cruz and Watsonville. Revenue 5 collectad from property axes
in the unincorporated area of the County and from the cities of Scotis Valley and Capitola and is
dedicated to the § anta Cruz County Library | oint P owers Authority for library operations.

Fire Fund - The Fire Fund provides support for coordinating fire protection and prevention activities with
local fire protection agencies, County depariments, and advisory bodies. Revenues consist of taxes and
charges for services.

Off Highway, Road, and Transportation Fund - The Off Highway, Road, and Transportation Fund
provides for the construction and maintenance of County roads, along with tansportation planning
activities. Revenues consist primarily of State and Federal grants, State taxes, and a Siate subvention
from vehicle license fees.

Financing Authoritles ~ The Financing Authorfides are legal entifes separate from the County, although
they are not reported as component units of the County. The Financing Authoriies faciliate financing for
the County and the County of Santa Cruz Redevelopment § 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 collectad for
viclatons of fish and game laws.

Park Dedication and State Park Bonds Fund - The Park Dedication and State Park Bonds Fund
finances park land acquisttion and park development Revenues come from development impact fees
charged on new residential development and major residential remodeling.

Health S ervices Fund - The Health S ervices Fund provides for future purchases of health facilities.

Santa Cruz Flood Contrel 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 sewvice
charges.

Districts Governad by the Board of Supsrvisors: Public Protection, Health and Sanitation,
Recreation and Culture Services, and Public Ways and Facilities Funds - The Public Protection,
Health and S anitaton, Recreation and Culure Sewvices, and Public Wavs and Facilides Funds support a
number of special purpose district funds administered by the Department of Public Works. Revenues
consist of toclevies and service charges.

Districts Governed by the Board of Supsrvisors: Geologic Hazard Abatement Districts Fund - The

Geologic Hazard Abatement Districts Fund provides for financing and mainminihg improvements
necessary or incidental to the prevention, mitigation, abatement, or control of geologic hazards.
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ASSETS

Cash and investmenis
Restricted cash and investments
Receivables

Advances fo other funds

Total assets

LIABILITIES

Payables

Bue to other funds

Advances from grantors and third parties

Total liabilities

FUND BALANCES

Rastricted

Unassigned

Total fund balances

Total liabilities and fund balances

COUNTY OF SANTA CRUZ
COMBINING BALANCE SHEET
NONMAJOR SPECIAL REVENUE FUNDS

JUNE 30, 2016
Park
Cff Highway, Cedication and
Road, and Financing Fish and State Park
Library Fire Transporiation Authorities Game Bonds
$ 109,745 § 4,575,065  § 268,080 $ - 12,708 $ 2,440,485
- - - 15,028,168 - -
- 25,588 6,608,711 - - 1,068,635
- - - 244,680 - -
3 109,745 3 4,601,654 3 6,876,801 3 15,272,848 12,708 % 3,508,120
$ - 3 434,572 $ 1,122,481 $ - - § 93,105
- - 1,384,813 279,6G8 - 1,153,568
- - 388,794 - - -
- 434,872 2,898,088 279,6G8 - 1,248 873
169,745 4,187,082 3,880,713 14,993,240 12,708 2,262,447
169,745 4,187,082 3,880,713 14,993,240 12,708 2,262,447
3 108,745 § 4601654 § 6,876,801 3 15,272,848 12,708 3 3,508,120
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COUNTY OF SANTA CRUZ
COMBINING BALANCE SHEET
NONMAJOR SPECIAL REVENUE FUNDS (CONTINUED)
JUNE 30, 2016

Board of Supervisors Govemed

Santa Cruz Tota#
Ficod Control Fublic Ways Geologic Hazard MNonmajor
Health and YWater Pubfic Health and Recrealion and and Ahatement Spaciat Revenus
Services Conservation Zone 7 Proteclion Sanitation Culture Services Facilies Districts Funds
13,382 3% 77T, E34 3 2,813,080 3 2,003,537 3 2,212,973 3 5,169,828 3 188,849 3 20,585,832
- - - - - - - 15,028,168
- 284,958 11,838 - - - - 7,889,726
- - - - - - - 244,680
13,352 § 1,062,000 § 2,824,895 3 2,003,637 % 2212979 § 5159828 % 188,640 § 43,858,208
- 3 88,504 3 21,231 3 - 3 1,894 8 500,667  § - 3 2,272,854
- - - - - - - 2,817,989
- - - - - - - 388,794
- 98,804 21,231 - 1,994 500,867 - 5,479,737
13,382 983,188 2,803,884 2,003,837 2,210,988 4,889,161 188,849 38,378,469
13,382 983,188 2,803,884 2,003,837 2,210,988 4,889,161 188,849 38,378,469
13,352 § 1082080 § 2824895 % 2,003,537 § 2,212,879 3 5,169,828 § 188,549 3§ 43,858,205
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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

Park
Off Highway, Dedication and
Road, and Financing Fish and State Park
Library Fire Transportation Authorities Came Bonds
REVENUES:
Taxss $ 5,800,141 $ 1,995,379 § - 3 - 3 -3 -
Licenses and permits - - - - - -
Fines, forfeits and penaities - - - - 12,838 -
Use of money and property - 30,810 770 5,140 o8 11,315
Aid from cther governments 2,742 308,074 11,832,580 - - 1,135,178
Charges for services - 1,448,948 535,858 - - 238,058
Other - - 2891513 - - 148,870
Total revenues 5,852,853 3,784,011 15,260,701 5,140 13,032 1,533,418
EXPENDITURES:
Current:
Gensral govemment - - - 483,857 - 1,285,828
Fulidic protection - 3,734,764 - - 15,001 -
Fuldic ways and facilities - - 14,869 831 - - -
Health and sanitation - - - - - -
Education 5,685,403 - - - - -
Recrealion and cullure services - - - - - 29,383
Dabt service:
Principal - - - 4,744 188 - -
Interast anc fiscal chamges - - - 2,787,182 - -
Total expendituzes 5,889,403 3,734,754 14 8689 831 7,995,245 15,001 1,315,208
REVENUES OVER {(UNDERj) EXPENDITURES 23,450 48,247 38G,870 {7,585,G85} (1,969} 218,210
OTHER FINANCING SQURCES {ISES)
Transfersin - - 32,182 7,852,838 - 554,408
Transfers out {5,771) - - (2,673,788} - -
Bonds proceeds - - - §,845,000 - -
Bond premium/discount - - - 83,130 - -
Issuance of debtrefunding bond - - - 13,770,540 - -
Payment to bond refunding escrow agent - - - {13,097 458} - -
Total other financing sources {uses) {8,771) - 32,182 18,456,718 - 554,408
Net change in fund balances 17 879 49247 423032 8,487 554 (3,969 772,818
Fund balances {deficit) - beginning 92,088 4,117,835 3,557,881 7,582,210 14,877 1,489,829
Prior period adjustment - - - {1,038,824) - -
Fund balances {deficit) - beginning, &s restated $2,088 4,117,835 3,557,881 8,525,588 14,877 1,489,829
Fund balances - ending 3 108,745 3 4,167,082 % 3,880,713 3 14883240 3 12708 3 2,262,447
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COUNTY OF SANTA CRUZ
COMBINING STATEMENT OF REVENUES, EXPENDITURES
AND CHANGES IN FUND BALANCES (CONTINUED)
NONMAJOR SPECIAL REVENUE FUNDS
FOR THE YEAR ENDED JUNE 30, 2016

Board of Supservisors Govemesd

Santa Cruz Total
Fiood Conlrol Fublic Ways Geologic Hazard MNonmajor
Health and Water Pubfic Haalth and Recrealion and and Ahatement Special Revenus
Services Caonservation Zone 7 Protection Sanitation Culture Services Faciiiies Districts Funds

- % - % 3,812,087 § -3 1529808 § 785,507 § - 18832920

- - 3,500 - - 1,150 - 4,850

- - - - - - - 12,036

a7 2,555 21,710 19,019 18,875 34,088 1,228 145,389

- 2,004,153 1,027,621 - 8,189 (25,751) - 18,381,138

- 1,777,266 1,170,681 1,368,482 2 4,173,785 - 10,715,088

- - 5,535 - - 8,000 - 3,052,018

a7 3,783,974 9,141,544 1,387,501 1,552,872 4,985,677 1,228 47,143,037

- - - - - - - 1,749,883

- 1,724,885 7,844 085 - - - - 13,318,715

- - - - - 5,138,992 - 24,008,823

- - - 33,878 - - - 33,876

- - - - - - - 5,669,403

- - - - 1,448,280 - - 1,477,663

- - - - - - - 4,744,168

- - - - - - - 2,787,182

- 1,724 885 7,844 085 33,878 1,448 280 5,138,992 - 49,789,511
a7 2,059,109 1,287,459 1,353,625 104,582 {153,315) 1,228 {2,646,474)

- - 30,600 - - - - 8,469,408
- - (800,000} {2,264,128) - {192,082) - - - {5,335,789)

- - - - - - - 9,945,000

- - - - - - - 80,130

- - - - - - - 13,770,400
_ - R - - - - {13,097.459)

- - {770,000} {2,264,128) {192,082) - - 13,811,308

87 2,059,108 527,459 {910,503) {87,499) {153,315) 1.228 11,184,834
13,285 {1,085,923) 2,278,205 2,914,040 2,288,475 4,822,478 187,423 28,250,259
- - - - - - - {1,036,824)
13,285 {1,085,923) 2,278,205 2,914,040 2,288,475 4,822,478 187,423 27,213,835
13,352 3 363,186 & 2,803,664 3§ 2,003,537 3 2,210,885 3 4,663,161 § 188,648 § 38,378,468
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COUNTY OF SANTA CRUZ
BUDGETARY COMPARISCON SCHEDULE
LIBRARY SPECIAL REVENUE FUND
FOR THE YEAR ENDED JUNE 30, 2016

Budget Variance with
Original Final Actual Final Budget
FUND BEALANCE, BEGINNING % 92,065 % 92,065 5 92,066 % -
RESCURCES {INFLOWS)
Taxes 5224510 5,508,680 5,500,141 91,461
Aid frem other governments 58,858 74,429 92,712 18,283
Amounts available for appropriation 5,283,368 5,583,109 5,692,853 109,744
CHARGES TC APPROPRIATIONS {CUTFLOWS)
Services and supplies 5,120,453 5,512,240 5512238 1
Other charges 157,164 157,164 157,164 -
Transfers out 5,751 5771 5771 -
Total charges to appropriations 5,283,368 58675,175 58675,174 1
Net change in fund balance - {92,068) 17,679 109,745
FUND BALANCE, ENDING 3 92,066 5 - 3 109,745 5 109,745

Explanation of Differences between Budgetary Inflows and Qutflows and GAAP Revenues and Expenditures

Uses/Qutflows of Resources:

Actual amounts {budgetary basis} "charges 1o appropriations™ from the budgetary comparison
schedule $ 5875174

Differences - budget tc GAAP:

Transfers to other funds are outflows of budgetary resources but are not expenditures for
financial reporting purposes 8,771)

Total expenditures as reported on the Combining Statement of Revenues, Expenditures and
Changes in Fund Balances - Nonmajor Special Revenue Funds 3 5,668,403
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COUNTY OF SANTA CRUZ
BUDGETARY COMPARISON SCHEDULE
FIRE SPECIAL REVENUE FUND
FOR THE YEAR ENDED JUNE 30, 2016

Budget Variance with
Criginal Final Actual Final Budget
FUND BALANCE, BEGINNING 3 41178353 8 4117835 8 4117835 § -
RESOURCES (INFLOWS}
Taxes 1,882 344 1,888,344 1,88537¢ 106,035
Lise of money and property 2,150 8150 30610 21,460
Aid fram other governments 165,536 188,531 308,074 118,543
Charges for services 1,245,530 1,260,530 1,448,648 188,418
Transfers in - 6,450 - {6,450)
Amounts available for appropriation 3,308,560 3,355,005 3,784,611 425,006
CHARGES TO APPROPRIATIONS {OUTFLOWS)
Salaries and employee benefits 82,366 167,366 87,981 18,318
Services and supplies 3727306 3,726,686 2,438,602 1,287,077
Other charges 218,851 123,671 118,416 5255
Capital asseis 982622 1,518,328 1,088,758 430,570
Appropriations for contingencies 2CC 060 327,041 - 327,041
Total charges to appropriations 5232072 5,804,026 3734764 2,066,262
Net change in fund balance (1.922512) (2,.448.021) 48247 2458268
FUND BALANCE, ENDING $ 2185316 § 1668814 & 4167082 & 2,468 268
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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 Variance with
Criginal Final Actual Final Budget
FUND BALANCE, BEGINANING $ 3557681 % 3557681 % 3557681 % -
RESOURCES (INFLOWS)
Use of money and property 6.5CC 6.5CC 770 (5,730}
Aid from other governments 18761511 18,761,511 11,832,560 (6,828,851}
Charges for services 3,164,867 3,164,867 535,858 (2,569,002}
Other 3,166,166 3,408,404 2881513 (516,821}
Transfers in - 32,162 32,162 -
Amounts available for appropriation 25,033,044 25,313,444 15,282,863 (1G6,626,581)
CHARGES TO APPROPRIATIONS (OUTFLOWS)
Services and supplies 27,266,319 27,546,718 14,869,831 12,676,888
Total charges to appropriations 27,266,318 27,546,718 14,869,831 12,676,888
Net change in fund balance {2,233,275) (2,233,275) 423,032 2,656,3CG7
FUND BALANCE, ENDING $ 13244068 & 1324406 & 3,980,713 § 2,656,307

Explanation of Differences between Budgetary Inflows and Cutflows and GAAP Revenues and Expenditures

Sources/inflows of Resources:

Actual amounts (budgetary basis) "available for appropriation” from the budgetary comparison
schedule $ 13292863

Differences - budgetio GAAP:

Transfers from other funds are inflows of budgetary resources but are not revenues for
financial reporting purposes (32,162}

Tolal revenues as reporied on the Combining Statement of Revenues, Expenditures and
Changes in Fund Balances - Nonmajor Special Revenue Funds 3 15,260,704
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COUNTY OF SANTA CRUZ
BUDGETARY COMPARISON SCHEDULE
FISH AND GAME SPECIAL REVENUE FUND
FOR THE YEAR ENDED JUNE 30, 2016

Budget Variance with
Criginal Final Actual Final Budget
FUND BALANCE, BEGINNING $ 14677 & 14677 § 14677 & -
RESOURCES {INFLOWS}
Fines. forfeits and penalties 2000 8073 12,936 4 863
Use of money and property 160 160 86 {4}
Amounts available for appropriation 81C0C 8173 13.032 4 858
CHARGES TO APPROPRIATIONS (CUTFLOWS)
Other charges 15,666 15,673 15,601 72
Total charges to appropriations 15,600 15,673 15,661 72
Net change in fund balance (6,8G0) {6,9G0) (1,868} 4,931
FUND BALANCE, ENDING $ 7F77 0§ 7777 & 12,708 § 4,531
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PARK DEDICATION AND STATE PARK BONDS SPECIAL REVENUE FUND

COUNTY OF SANTA CRUZ
BUDGETARY COMPARISON SCHEDULE

FOR THE YEAR ENDED JUNE 30, 2016

FUND BALANCE, BEGINNING
RESOURCES {INFLOWS}
Use of maney and property
Aid frem other governments
Charges for services
Cther
Transfers in
Amounts available for appropriation

CHARGES TC APPROPRIATIONS {OUTFLOWS)

Services and suppiies
OCther charges

Capital assets
Transfers out

Total charges to appropriations
Net change in fund balance

FUND BALANCE, ENDING

Explanation of Differences between Budgetary Inflows and Qutflows and GAAP Revenues and Expenditures

Sources/inflows of Resources:

Actual amounts {budgetary basis) "available for appropriation” from the budgetary comparison

schedule

Differences - budget tc 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 Ravenues, Expenditures and
Changes in Fund Balances - Nonmajor Special Revenue Funds

Budget Variance with
Original Final Actual Final Budget
$ 1489829 § 1489829 § 1489829 & -
6,372 6,372 11,315 4,943
1,168,383 1,213,383 1,135,178 {78,205}
107,106 107,106 238,056 130,950
162,170 162,170 148,870 {13,300
1,710,439 1,710,439 554,408 {1,156,031)
3,154,470 3,199,470 2,087 827 {1,111,643)
29,810 29,810 8,150 21,660
95,020 95,020 4,150 90,870
3,334,532 3,379,532 1,302,909 2,076,623
1,173,631 1,173,631 - 1,173,631
4,632 993 4,677,993 1,315,200 3,362,784
{1,478,523) (1,478,523} 772518 2,251,141
5 11,306 % 11,306 B 2262447 % 2,251,141
3 2,087,827
{554,408)
$ 1,533,419
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COUNTY OF SANTA CRUZ
BUDGETARY COMPARISCON SCHEDULE
HEALTH SERVICES SPECIAL REVENUE FUND
FOR THE YEAR ENDED JUNE 30, 2015

Budget Yariance with

Criginal Final Actual Final Budget

FUND BALANCE, BEGINNING $ 13,265 $ 13,265 % 13,265 $ -

RESOURCES {INFLOWS)

Use of money and property - - 87 87

Amounts available for appropriation - - 87 87
CHARGES TO APPROPRIATIONS {OCUTFLOWS) - - - -

Net change in fund balance - - 87 87

FUND BALANCE, ENDING % 13,265 5 13,265 % 13,352 5 87
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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

FUND BALANCE {DEFICIT), BEGINNING
RESOURCES (INFLOWS)

Use of money and properiy
Aid from cther governmenis
Charges for services

Amounts available for appropriation

CHARGES TO APPROPRIATIONS (OUTFLOWS)

Services and supplies
Capital asseis
Appropriations for contingencies

Total charges to appropriations

Net change in fund balance

FUND BALANCE, ENDING

Budget Variance with
Criginal Final Actual Final Budget
5 (1085823 $ (1095923 § (1085923 % -
- - 2,555 2,355
4863328 4,863,328 2,004,153 (2,859,175}
1,776,273 1,776,273 1,777,266 993
6,639,601 6,639,601 3,783,974 (2,855,627}
1,074,894 1,074,894 838,851 236,043
4,254,889 4,254,889 886,014 3,368,875
213,895 213,895 - 213,895
5,543,678 5,543,678 1,724,865 3,818,813
1,095,923 1,085,923 2,05%,10¢ 963,186
$ - & - 3 963,186 & 83,186
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COUNTY OF SANTA CRUZ
BUDGETARY COMPARISON SCHEDULE
DISTRICTS GOVERNED BY THE BOARD CF SUPERVISORS - PUBLIC PROTECTION SPECIAL

REVENUE FUND

FOR THE YEAR ENDED JUNE 30, 2016

FUND BALANCE, BEGINNING
RESOURCES (INFLOWS}
Taxes

Licenses and permits

Use of money and property
Ald from other governments
Charges for services

Other

Transfers in

Amounts available for appropriation

CHARGES TO APPROPRIATIONS {OUTFLOWS)

Salaries and employee benefits
Services and supplies

Other charges

Capital assetls

Transfers out

Appropriations for conlingencies

Total charges to appropriations
Net change in fund balance

FUND BALANCE, ENDING

Explanation of Differences between Budgetary Inflows and Outflows and GAAP Revenues and Expenditures

Sourcesfinfiows of Resources:

Actual amounts {budgetary basis) "available for appropriations” from the budgetary comparison schedule

Differences - budget to GAAP:

Transfers from other funds are inflows of budgetary resources bui are not revenues for financial reporting purposes

Total revenues as reported on the Combining Statement of Revenues, Expenditures and Changes in Fund

Baiances - Nonmaior Special Revenue Funds

Uses/Cutfiows of Resources:

Actual amounts (budgetary basis) "charges io appropriations” from the budgetary comparison schedule

Differences - budget to GAAP:

Transfers fo other funds are outflows of budgetary resources bui are not expenditures for financial reporiing purpocses

Total expendiiures as reporied on the Combining Statement of Revenues, Expenditures and Changes in

Fund Balances - Nonmaijor Special Revenue Funds

Budget Variance with
Criginal Final Actual Final Budget

3 2276205 % 2276203 8 2276205 % -
6,301,167 6,588,877 6,912,087 323.11¢
2,300 2,500 3,500 1,000
8,914 8,914 21,710 12,796

1,845,407 1,944,502 1.027.021 (917,481
874,360 821,360 1,170,681 248 331
- - 6,535 6,535
- 5,792 30,000 24,208

9,232,348 9,472,045 9,171,544 (300,501}
55,120 55,12¢ 48632 6,488
7,075,822 7,298 479 6,145,686 1,153,763
2,202,513 2,200,433 1,454,761 745672
706,887 725,107 145,006 530,101
800,000 805,792 800,000 5,792
106,000 106,00C - 106,00C
10,940,442 11,185,831 8,644,085 2,541,846
(1,708,084} (1,713,886} 527 45% 2,241,345
$ 568,111 & 5682219 & 2803664 § 2,241,345
$ 9,171,544

{30,006}
$ g, 141,544
$ 8644085

{800,000)
$ 7,844 085
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FUND BALANCE, BEGINNING
RESOURCES {INFLOWS}

Use of maney and property
Charges for services

Amounts available for appropriation

CHARGES TC APPROPRIATIONS {OUTFLOWS)

Services and supplies
Other charges
Transfers out

Total charges to appropriations
Net change in fund balance

FUND BALANCE, ENDING

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

Explanation of Differences between Budgetary Inflows and Qutflows and GAAP Revenues and Expenditures

Uses/Qutflows of Resources:

Actual amaunts {budgetary basis} "charges o appropriations™ from the budgetary comparison

schedule
Differences - budget tc GAAP:

Transfers to other funds are outflows of budgetary resources but are not expenditures for

financial reporting purposes

Budget Variance with
Original Final Actual Final Budget
$ 2914040 § 2914040 & 2914040 & -
14,052 14,052 19,019 4,967
1,370,429 1,370,429 1,368,482 {1,947}
1,384,481 1,384,481 1,387,501 3,020
2,920 2920 2,498 422
33,122 33,122 31,378 1,744
2,340,773 2,340,773 2,264,128 76,645
2,376,815 2,376,815 2,298,004 78,811
{992,334} {992,334} {910,503} 81,831
3 1,921,706 8 1921706 3§ 2003537 § 81,831
$ 2,298,004
{2,264,128)

Total expenditures as reported on the Combining Statement of Revenues, Expenditures and
Changes in Fund Balances - Nonmajor Special Revenue Funds
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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
Qriginal Final Actual Final Budget
FUND BALANCE, BEGINNING $ 2298475 $ 2298475 ] 2,298 475 ] -
RESQOURCES {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
Ald from othergovernments 3,180 3,180 6,180 3,000
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
Cther charges 2,853 2,853 2,853 -
Capital assets 18,086 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} {280,455} {87 490) 192,975
FUND BALANCE, ENDING £ 2,090,700 5 2,018,010 5 2,210,985 5 192,975

Explanation of Differences between Budgetary Inflows and Qutflows 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}

Total expendiiures as reported on the Combining Siatement of Revenues, Expenditures and
Changes in Fund Balances - Nonmajor Special Revenue Funds 3 1,448 28C
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FUND BALANCE, BEGINNING
RESOURCES {INFLOWS})

Taxes

Licenses and parmiis

Use of money and property
Ald from other governments
Charges for services

Other

Amounts available for appropriation

CHARGES TC APPROPRIATIONS {OUTFLOWS)

Services and supplies
Cther charges
Capital assets

Total charges to appropriations

Net change in fund balance

FUND BALANCE, ENDING

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
Qriginal Final Actual Final Budget
$ 4822476 $ 4822476 $ 4822476 $ -
668,840 668,840 795,507 126,857
- - 1,150 1,150
16,180 16,180 34,986 18,806
762,074 861,420 {25,751} {887,171}
4,169,400 4,169,400 4,173,785 4,385
5,000 5,000 6,060 1,000
5,621,294 5,720,640 4,985,677 {734,963}
9,384,289 8,624,830 4,504 576 4,120,254
10,168 10,168 10,120 48
331,901 1,190,706 624,296 566,410
9,726,356 9,825,702 5,138,992 4,688,710
{4,105,082)} {4,105,082)} {153,315} 3,951,747
3 717,414 5 717,414 5 4,669,161 5 3,851,747
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NONMAJ OR
ENTERPRISE FUNDS

Eoulder Creek C5A 7, Rolling Woods €3A 10, Place de Mer CSA 2, Sand Dollar Beach CSA S,
Trestle Beach C5SA 20 Summit West CSA 54, and Graham Hill C5A 57 ~ These County S ervice
Areas provide sewage collection, treatment, and disposal services to residents within sach district’s area.
User fees are the principal source of revenue,

Septic Tank Maintenance CSA 12 - This County § ervice Area provides maintenance for septic tanks in
unincorporated areas of the County. User fees are the principal source of revenue.

Freedom County Sanitation District - This district provides sewage collection, reatment, 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, reatment, and disposal sewvices

as well as the supplving and treatment of water to Davenport, Newlown, 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 Ballar Trestle

Creek YWeoeds de Mer Beach Beach

CSA7 C8A 10 Cs8A 2 C8AS CBA 20

ASSETS
Current assets:
Cash and investments $ 913307 & 531392 § 492891 § 254185 § 53,765
Restricted cash - - - - -
Receivables - - - - -
Total current assets 913,307 531,392 492 B9t 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 -
Eguipment 83,080 - - - -
Accumuiated depreciation {1,561,108) {245,258} {114,284} {370,432} -
Capiial assets, net 553,055 130,140 85,751 547 537 -
Total noncurrent assets 553,055 130,140 85,751 547 537 -
Total assets 1466362 661,532 578,642 801,722 53,765
LIABILITIES

Current liabilities:
Payables 3,485 - 1,377 2554 183
Current porticn of long-term liabilities - - - - -

Total current liabilities 3,486 - 1,377 2,554 183

Noncurrent lighilities:
Long-term liabilities - - - - -

Total noncurrent liabilities - - - - -

Total Habilities 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 $ 1462876 $ 661532 $ 577265 $ 799,168 S 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 Hili Maintenance Sanitation Sanitation
CSA G4 CSA ST CSA 12 District District Total

238 § 309017 § 1022653 § 1886706 & 114421 § 5,560,723
- - - - 16,585 16,585
- - 485 156,611 - 157,096

2,385 300017 1,023,138 2023317 131,006 5,734,404
- - 53,232 - - 53,232
- - - 129,572 227,530 498,335
- - - 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 4660011 4 465,725 10,450,000
- - 61013 4660011 4 465,725 10,503,232

2,386 309017 1,084,151 6,683,328 4,596,731 16,237 636
- - 124,062 34,323 97,398 263,383
- - 15,984 - 30,709 458 593
- - 140,046 34,323 128,107 310,076
- - 50,290 - 179,731 240021
- - 60,290 - 179,731 240,021
- - 200,336 34,323 307 838 550,097
- - 7,781 4660011 4,255,285 10,239,560
- - - - 43427 43427

2,386 309017 876,034 1,988,994 {9.819) 5,404,552

2386 $ 309017 % 883815 3% 566495005 $ 4288893 3% 15687539
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COUNTY OF SANTA CRUZ
COMBINING STATEMENT OF REVENUES, EXPENSES,
AND CHANGES IN NET POSITION
NONMAJOR ENTERPRISE FUNDS
FOR THE YEAR ENDED JUNE 30, 2016

Sand
Boulder Rolling Place Dollar Trestle
Creek Woods de Mer Beach Beach
CSA7T CSA 16 CSAZ CSAS CSA 26
OPERATING REVENUES:
Charges for services $ 461736 & 107867 & 87150 & 2628640 § 45 869
Total operating revenues 461,736 107 867 87,150 262640 45 869
OPERATING EXPENSES:
Services and supplies 300,942 5,904 33,736 208,435 48 583
Depreciation and amortization 62,509 9,225 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 2,058 2,983 1,361 317
Interest expense - - - - -
Property taxes - - - - -
Gain/{loss} on disposal of capital assets - - - - -
Total nonoperating revenues {expenses) 6,158 2,055 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 positicn - beginning 1,367 433 175,179 526,410 778,520 53,979
Net pasition - ending 51462876 5 661532 $ 577265 $ 799168 B 53,582
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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

Freedom
Summit Graham Septic Tank County Davengport
West Hit Maintenance Sanitation Sanitation
CBA 54 CBA ST CBA 12 District District Totat
- 5 33,923 § 1,074,140 845074 § 466953 $ 3,385,362
- 33,923 1,074,140 845,074 466,953 3,385,352
125 10,803 1,084,762 627,096 385,397 2,692,883
- - 4,847 205,897 165,390 488,328
125 10,803 1,088,608 832,993 530,787 3,181,211
{125} 23,020 {15,469} 12,081 {63,834} 204 141
- - - - 203 203
16 2915 9,588 11,820 1,165 38,479
- - (5,424} - 5,627} {11,051}
- - - - 29,005 29,005
- - {7,693} - - {7,693}
16 2915 {3,529} 11,820 24,748 48,943
- - - - 101,950 101,950
- - - - - 391,559
- {391,559 - - - {391,559)
{109) {365,624) {18,998} 24,001 62,862 355,034
2,495 674 641 902,813 6,625,004 4,226 031 156,332,505
2386 § 309017 § 883815 $ 565849005 § 4288893 § 15587539
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COUNTY OF SANTA CRUZ
COMBINING STATEMENT OF CASH FLOWS

NONMAJOR ENTERPRISE FUNDS

FOR THE YEAR ENDED JUNE 30, 2016

CASH FLOWS FROM GPERATING ACTIVITIES:

Receipts from customers and users
Payments to suppliers for goods and services
Payments to other funds for services provided

Net cash provided {used) by operating activities

CASH FLOWS FROM NONCAPITAL
FINANCING ACTIVITIES:

Transfers from other funds
Transfers to other funds
Property taxes

Net cash provided {used) by noncapital
financing activities

CASH FLOWS FROM CAPITAL AND
RELATED FINANCING ACTIVITIES:

Capital contributions

Acquisition and construction of capital assets
Principal paid on capital debt

Interest paid on capital debt

Net cash provided {used) by capital and
related financing activities

CASH FLOWS FROM INVESTING ACTIVITIES:
interest on investments

Net cash provided {used) by investing activities

Net increase {tecrease} in cash
cash and cash equivalenis

Cash and cash equivalents at beginning of year

Cash and cash equivalents at end of year

Boulder Rolling
Creek Woods
C8AT CSA 10

Place
de Mer
C8A 2

Sand
Dollar
Beach
C8AS

Trestle
Beach
CSA 20

$ 467895 § 107868 § 87,150 § 2625839 § 45858
(92,938} (5,598} (11,240} (55,545) (11,424}
(219,757} (2,307} (21,419} {149,335) (35,009}
155,200 98,963 54,791 56,759 (565)

- 394,559 - - -

- 394,559 - - -

(127 407} y - _ .
(127 407} y - _ .
6,158 2,056 2,983 1,361 317
6,158 2,056 2,983 1,361 317
33,951 495578 57,774 58,120 (248}
879,356 35,814 435,117 196,065 54,013

$ 913307 3 531,392 3 492891 3 254185 $ 53755
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COUNTY OF SANTA CRUZ
COMBINING STATEMENT OF CASH FLOWS {CONTINUED)
NONMAJOR ENTERPRISE FUNDS
FOR THE YEAR ENDED JUNE 30, 2016

Freedom
Summit Graham Septic Tank County Davenport
Vest Hiii Maintenance  Sanitation Sanitation
CSA 54 CSA &7 C3SA 12 District District Total
$ - 5 33924 $1110550 § 846,110 § 4867330 § 3429334
{125} {4,828y {1,220,700} {512,385} {26,817y (1,943400)
- {6,076} - {285,502} {294,104y (1,013,209}
{125) 23,020 {110,150} 48223 146,609 472725
- - - - - 394 559
- {391,559} - - - {391,559;
- - - - 29,008 29,008
- {391,559; - - 29,008 32,008
- - - - 101,950 101,950
- - - {27,175} {227 531} {382,113}
- - {132,332 - {30,006} {162,338}
- - {54243 - {5,793} 11,2173
- - {137,756} {27,175} {161,380 {453,718}
16 2,915 9,588 11,920 1,165 38,479
16 2,915 9,588 11,920 1,165 38,479
{109; {365,624} {238,318} 32,968 15,402 890,494
2,495 674,641 1,260,971 1,833,738 115,604 5487814
3 2386 3% 309017 $4022653 $18667068 $ 131006 $ 5577,308
{Continued)
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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 Treslle
Creek Woods de Mer Beach Beach
C8A7T CSA 110G C8A2 C8AS CGA 20¢
RECONCILIATION OF CPERATING
INCOME {LOSS) TCO NET CASH PROVIDED
{USED)} BY OPERATING ACTIVITIES:
Cperating income (loss) $ 89285 § 92738 $ 47872 § 19287 $ {714)

Adjustments to reconcile operating income (loss) fo net
cash provided (used) by operating aclivities:
Depreciation and amortization 82,509 9,225 5,542 34,918
Changes in assets and liabiliies:
{increase)decrease in:
Receivables -
Increase {decrease) in:

Payables 3,406 {3,000 1,377 2554 149
Total adjustments 65,915 6,225 8,919 37472 149
Net cash provided {used) by

operating activities $ 455200 $ 98963 $ 54791 $ 55759 B {565)
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COUNTY OF SANTA CRUZ
COMBINING STATEMENT OF CASH FLOWS (CONTINUED)
NONMA.JOR ENTERPRISE FUNDS
FOR THE YEAR ENDED JUNE 30, 2016

Freedom
Summit Graham SBeptic Tank County Davenport
West Hill Maintenance  Sanitation Sanitation
C8A 54 C8A 57 C8A 12 District District Total

$ (125) $§ 23020 $ (15469) $ 12081 $ (63.834) § 204,141

- - 4,847 205,897 165,390 488,328
- - 36410  (156.611) - (120,201)
- - (135938) {13,144} 45,053 (99,543)
- - {94.681) 36,142 210,443 268,584

$ {125) $ 23020 $ (110150} $ 48223 §$ 146608 § 472725
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INTERNAL SERVICE FUNDS

internal Service Funds are used 1o account for the financing of goods or services provided by one
depariment or agency to other depariments or agencies of the government and o other government
units, on & cost reimbursement basis.

Central Duplicating Fund - The Central Duplicating Fund accounts for the County print shop, copy
certer, and mail room.

information Services Fund - The information Services Fund accounis for data processing and
telecommunications services provided to County depanments,

Public Works Fund - The Public Works Fund accounts for such County functions as construction
and maintenance of the County read systern and management of cerain special districs and other
related activities,

Sewvice Center Fund - The Sewice Center Fund accounts for the maintenance of the County fleet of
vehicles and for related sevices to other County departmenis,

Selfdnsurance Funds - The Selfdnsurance Funds account for the County’s selfinsured risk

management, dental and health insurance, lability and property insurance, workers’ compensation
insurance, emplovee benefi staffing, and Stte unemployment insurance program.
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COUNTY OF SANTA CRUZ
COMBINING STATEMENT OF NET POSITION
INTERNAL SERVICE FUNDS
JUNE 30, 2016

Central fnformation Public Service
Cuplicating Services Yorks Center
ASSETS
Current assets;
Cash and invesimenis $ 307,788 3 2656568 3 761,710 3 1,426,865
Receivables - - 902 448 fele]
Due from other funds - - 1,784,893 -
Beposits with others - - - -
Inventory - - 436,187 16,503
Prepaid items 51,103 - - -
Total current assets 368,802 2,650,569 3,845,243 1,443,567
Capital assels:
Land - - 62,914 34,173
Construciion in progress - 408,152 161,208 -
Buildings and structures - - 3,016,285 415,704
Equipment 195,852 10,271,817 8,030,232 10,117,512
Accumulated depreciation {131,588} {4,380,533) (9,863,141) (7,699,172)
Capital assets, net 64,363 6,300,438 1,408,208 2,868,217
Total asseis 433,285 8,851,005 5,353,451 4.311,784
DEFERRED CUTFLOWS OF RESOURCES
Deferred pension 44 370 1,882,088 5,871.6G¢G 143,728
Total deferred ocutflows of resources 44,370 1,862,086 5,871,806 143,728

LIABILITIES

Current liabiliies:
FPayables 7,541 325847 1,677,454 197,463
Bue fo other funds - - - -
Claims liabilties - -
Capital leases - 430,358 §,254 -

Compensated absences,
due within one year 14,760 §17.182 2,544 541 52,958
Total current liabilities 232 244 1,373,188 4 228 249 250,418

Noncurrent liabilities:

Claims fability - - - -
Capital leases - 1,848,219 8,681 -

Compensated absences,
due in more than one year 8,574 454,128 733,252 9,855
Net pensian Hability 196,200 7,858,218 25,679,183 841,335
Total noncurrent liabilities 205,474 10,36G,568 26,421,088 851,180
Total liabilities 227,715 14,733,754 30,648,345 201,608

DEFERRED |NFLOWS OF RESOURCES
Deferred pension 45 850 1,880,373 5,888,538 148 254
Total deferred inflows of resources 45,850 1,860,373 5,688,538 148,254
NET POSITION

Met investment in capital assets 84,363 8,300,438 1,408,208 2,868,217
Unrestricted 138,767 {9,081,472) {26,820,741) 536,430
Total net position $ 204070 % {2,781,038) & {25,412,533) % 3,404,847
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COUNTY OF SANTA CRUZ
COMBINING STATEMENT OF NET POSITION (CONTINUED)
INTERNAL SERVICE FUNDS

JUNE 30, 2016

Self-lnsurance

Bental and Liability and Waorkers’ Employee State
Risk Health FBroperty Compensation Benefi Unemployment
hanagement Insurance insurance Insurance Staffing Insurance Program Total

$ 703,018 1,143,503 11,968,652 12813833 3% 1,318,858 3 548,758 33,845,765

- 38,033 - - - - 288,580

- - - - - - 1,794,898

- - - 156,000 - - 150,000

- - - - - - 502,690

- - - - - - 64,103

703,018 1,229,538 11,969,852 12,963,833 1,318,858 548,758 37,143,038

- - - - - - Q7,087

- - - - - - 571,060

- - - - - - 3,431,008

55,237 - - - - - 28,670,750
{55,237 - - - - - {22,129,672)

- - - - - - 10,841,224

703,018 1,229,538 11,968,652 12,983,833 1,318,858 549,758 47 784,260

235541 - - - 25,0618 - 3,252 642

235,541 - - - 25,018 - 3,252,642

29,333 36,524 256,612 206,445 257372 - 2,762,441

- - - - 734,398 - 734,898

- 406,120 2,687,820 4,708,540 - 52,008 7,874,438

- - - - - - 436,613

38,275 - - - 45335 - 3,362,988

118,158 442 744 2,653,832 4,814 885 805,865 §2,008 15,171,428

- - 2,885,180 238,264 480 - - 31,128,640

- - - - - - 1,956,880

88,325 - - - 30,274 - 1,304,408

1,611,178 - - - 388,874 - 35,876,688

1,679,563 - 2,885,180 23,264 460 420,148 - 70,267 617

1,187,661 442 744 5818012 33,179,445 1,225,753 52,008 35,439,046

236,269 - - - 21,541 - 8,371,828

236,269 - - - 21,541 - 3,371,828

- - - - - - 10,841,224
{485371) 788,792 §,15G,640 (246,215,512} 98,583 487,750 {43,415,194)
3 {485,371} % 788,782 8,150,840 {20,215,612} & 86,583 % 487 780 (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 information Public Service
Buplicating Services Works Center
OPERATING REVENUES:
Charges for services % 623705 $§ 11815782 § 35776127 & 2294251
(Cther revenues 4212 15,119 91,142 9,963
Total operating revenues 627 917 11,830,801 35,867 269 2,304,214
OPERATING EXPENSES:
Salaries and employee benefits 178,033 6,501,545 26412 474 501,824
Services and supplies 304 208 4,025 552 5,370,357 946,710
insurance and compensation claims 7,005 72373 2,200,122 23,494
Depreciation and amortization 35,145 803,927 224,237 824 855
Total operating expenses 524 391 11,403,397 34,207,190 2,296 883
Operating income {loss) 103,526 427504 1,660,079 7,331
NONOPERATING REVENUES {(EXPENSES):
Interest and investment income - - - -
Gain/{loss} on disposal of capital assets {19,533 (217,907} - 16,400
Interest expense - {146,262} {1,511} -
Total nonoperating revenues {expenses) {19,533; {364,169) {1511} 16,400
Income {loss) before transfers 83,993 63,335 1,658,568 23,731
Transfers in - - - 211,854
Change in net position 83,993 63,335 1,658,568 235,585
Net position - beginning 120,077 {2,844 371) (27,071,101 3,168,062
Net position - ending 3 204070 $ {(2781036) $ (25412533} $ 3,404,847
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COMBINING STATEMENT OF REVENUES, EXPENSES,
AND CHANGES IN NET POSITION (CONTINUED)

COUNTY OF SANTA CRUZ

INTERNAL SERVICE FUNDS
FOR THE YEAR ENDED JUNE 30, 2016

Self-insurance

Dental and Liability and Workers' Employee State
Risk Health Property Compensation Benefit Unemployment
Management insurance tnsurance insurance Staffing Insurance Program Total
$ 18C0C0C $ 2310832 § 50000C0C § 7018278 § 863141 $ 375402 % €80C7318
- - 26878 722 - - 151,036
1,800,000 2,310,832 5029878 7,018,000 993,141 375,402 68,158,554
844 585 - - - 358,989 - 34,787 460
832828 28,667 1,588,528 1,038,648 720,024 1,501 14,868,023
18,812 2,205,501 2,652,807 4321615 - 530,764 12,032,583
- - - - - - 1.888,164
1,696,235 2234168 4,252 435 5360263 1672013 532,265 63,586,240
103,765 76664 777,443 1658737 {85872) {156,863} 4572314
5215 7,247 66,867 73,746 4435 3,828 161,348
- - - - - - {221.040)
- - - - - - {147773)
5215 7247 66,867 73746 4,435 3,828 {207 465)
108,880 83,811 844310 1,732,483 (81,437) (153.025) 4,364,849
- - - - - - 211,854
108,880 83,811 844310 1,732,483 (81,437) (153.025) 4,576,703
(604.351) 702,881 5306.330 (21,847 89%) 178,020 640,775 {42,350,673)
$ {495,371} & 786792 & €150640 $ (202153512 & 08,583 & 487,750 $ {37,773.870)
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COUNTY OF SANTA CRUZ
COMBINING STATEMENT OF CASH FLOWS
INTERNAL SERVICE FUNDS
FOR THE YEAR ENDED JUNE 20, 2016

CASH FLOWS FROM OPERATING ACTIVITIES:

Receipts from customers and users

Central
Duplicating

Information
Services

Public
Works

Service
Center

627217 § 11830801

$ 20239853 $ 2304171

Receipts from interfund charges for sarvices - - 34583604 -
Payments to suppliers for goods and services (285,830 (3,684 830y (10,068542) {787.051)
Payments to employees for salaries and benefits (182,055) (6,717,757y (25785779 {524,573
Payments for judgments and claims (7.005) (72,373} - {23,4584)
Other payments - - (55,801} -
Net cash provided {used) by operating activities 142,827 1,655,841 696,435 969,053
CASH FLOWS FROM NONCAPITAL
FINANCING ACTIVITIES:
Transfers from other funds - - - 211,854
Net cash provided {used} by noncapital
financing activities - - - 211854
CASH FLOWS FROM CAPITAL AND
RELATED FINANCING ACTIVITIES:
Acquisition and construction of capital asseis (24,505) {(798.036) (384,730 (1,451,607}
Principal paid on capital debt - (408,690 {6,142} -
interest paid on capital debt - (147,679 {1,511} -
Proceeds from sale of capital asseis - - - 2,112
Net cash provided {used) by capital and
related financing activities {24,505) {1,354,805) (402,383) {1,446,495)
CASH FLOWS FROM INVESTING ACTIVITIES:
interest on invesimenis - - - -
Net cash provided {used} by Investing activities - - - -
Net increase {decrease) in cash
cash and cash equivalents 118,422 {298 864) 284,052 {265,588)
Cash and cash equivalenis at beginning of year 189,377 2848433 467 658 1,692,553
Cash and cash equivalenis at end of year $ 367798 & 2650569 & FE1710 & 1,426,965
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COUNTY OF SANTA CRUZ
COMBINING STATEMENT OF CASH FLOWS {CONTINUED)
INTERNAL SERVICE FUNDS
FOR THE YEAR ENDED JUNE 30, 2016

Self-insurance

Dental and Liabifity and Workers' Employee State
Risk Health Property Compensation Benefit Unemployment
Management Insurance Insurance Insurance Staffing Insurance Program Total
$ 1800000 § 2282403 § 5000000 § 7018278 § 17280390 $§ 375403 § 34991065
- - - - - - 34,593,604
{834,492} {152 675} {3,922 ,958) {3,365,820; {710,517} (3255027 (24,449,315}
{877 574) - - - {348,162) - {34,445 900)
{18,812} {1,998,193) {289,512) {2,122 360) - {236,222) {4,767,971)
- - 29,878 722 - - {25,201
69,122 131,535 817 410 1,530,820 669,360 {186,321) 5,806,282
- - - - - - 211,854
- - - - - - 211,854
- - - - - - {2,669 878)
- - - - - - {414,832)
- - - - - - {148,590)
- - - - - - 5112
- - - - - - {3,228,188)
5215 7,247 66,867 73,746 4 435 3,838 161,348
5,215 7,247 66 867 73,746 4435 3,838 161,348
74 337 138,782 884 277 1,604 566 673,795 {182 483) 3,041 296
628,681 1,004,721 11,085,375 11,209,367 645,063 732,241 30,604 469
3 703018 $ 1143503 § 11969652 $ 12813533 $ 1318858 3 549,758 $ 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

Central informaticn Public Service
Buplicating Services Works Center
RECONCILIATION CF OPERATING
INCOME {LCSS) TO NET CASH PROVIDED
{USED} BY OPERATING ACTIVITIES:
Operating income (loss) $ 103,526 & 427504 $ 1660079 § 7,331

Adjustments to reconcile operating income (ioss) to net
cash provided {used) by operating aclivities:
Depreciation and amortization 35,145 803,927 224 237 824 855
Changes in assets and liabilities:
(Increase) decrease in:

Receivables - - 62,239 {43)
inventory - - 2,503 (241}
Prepaiditems 13,953 - - -
Due from other funds - - {891,220 -
Deferred cutflows of rescurces {25,808} £1,155.434) (3,585,425} {86 486}
Increase {decrease) in:
Payables {5,675} 40,721 {287 585} 159,901
Due to ctherfunds - - - -
Accrued salaries and benefits 1,755 £1,936 930,154 5,468
Ccmpensated absences 3,215 109,451 202,182 795
Claims and judgmenis - - - -
Capital leases - - {3,398) -
Deferred inflows of resources 5422 233,680 725,131 17,491
Net pension liability 12,393 534,156 1,657,538 30,982
Total adjustments 39,401 628437 {963,644 961,722

Net cash provided {used) by
operating activities % 142,927 § 1055941 § 896435 § 963,053

170



COUNTY OF SANTA CRUZ
COMBINING STATEMENT OF CASH FLOWS (CONTINUED)
INTERNAL SERVICE FUNDS
FOR THE YEAR ENDED JUNE 30, 2016

Self-insurance

Dental and Liability and VWarkers' Employes State
Risk Health Property Compensation Benefit Unemployment
Management insurance insurance insurance Staffing tnsurance Program Total
$ 103,765 & 76664 $ 777443 % 1658737 § (85872) 8 {156,863} § 4572314
- - - - - - 1,888,164
- {28,428} - - - - 33,767
- - - - - - 2,262
- - - - - - 13,853
- - - - - - {881,220}
{145,70%) - - - (6C,575) - (5,060,433}
{1,664} 36,624 38 867 {(127.817) 2 506 - (136,122}
- - - - 734 868 - 734 898
5,043 - - - 7,231 - 1,012,287
16,856 - - - 23,217 - 348717
- 46676 - - - (25,458) 17,218
- - - - - - {3,398)
29 468 - - - 12,251 - 1,023,443
87,352 - - - 28,004 - 2,338,432
{34,643) 54871 39967 {127,817 755,232 {22,458) 1,323,868
g 69,122 § 131,535 & 817416 § 1530820 $ 682380 § {186321) § 5,896,282
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FIDUCIARY FUNDS

Agency Funds - Agency Funds are used 1o account for the receipt and dishursement of various taxes,
deposits, deductions, and property collected by the County, acting In the capacity of an agent for
distribution 1o other governimental entities or other organizations.

Intergovernmental Agency Funds - Intergovermmental Agency Funds are used o account for
deposits which are under the control of various single county officers. Disbursements are made from
these funds by the Auditor-Conroller based on a properly written authorization from the responsible
officer.

Payroll Funds - The Payroll Funds are used to account for various employee pavroll deductions, ax
withholdings, and emplover contributions for fringe benefis,

Property Tax Collections Funds - The Property Tax Collections Funds are used to account for the
coltection and distribution of property taxes and interest on bank deposis 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 benefit 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 S uccessor Agency.
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COUNTY OF SANTA CRUZ

COMBINING STATEMENT OF ASSETS AND LIABILITIES
ALL AGENCY FUNDS
JUNE 30, 2016

ASSETS

Cash and invesimenis

Receivables
Total assets
LIABILITIES

Accounts payable
Due to other governmental unils

Agency funds held for cthers

Total Habilities

inter- Property
governmenial Tax

Agency Payroll Coliections Total
28647622 6,138,691 21,489244 56,285 557
12,087 - 11,036,964 11,048,061
28659719 6,138,691 32,536,208 67,334 618
- 6,138,691 161,616 6,300,307
- - 32374552 32,374,592
2865971¢ - - 28,658,718
286859719 6,138,691 32,536,208 67,334 618

175



COMBINING STATEMENT OF CHANGES IN ASSETS AND LIABILITIES

Intergovernmental Agency

Assets:
{ash and investments
Receivables

Total assets
Liabifities:
Accounis payable
Agency funds held for others

Total liabilities
Payroll
Assets:

Cash and investments
Total assets
Liabitities:
Accounis payable

Total liabilities

Property Tax Collections

Assets:
{ash and investments
Receivables

Total assets
Liabifities:
Accounis payable
Due to other governmental units

Total liabilities

Total Agency Funds

Assets:
Cash and investments
Receivables

Total assets
Liabiiities:
Accounis payable

Due to other governmental units
Agency funds held for others

Total liabilities

COUNTY OF SANTA CRUZ

AGENCY FUNDS

FOR THE YEAR ENDED JUNE 30, 2016

Balance Balance
June 30, 2013 Additions Deleticns Juhe 30, 2016
$ 26,098,855 $3,318,1158615 $3,315,566 848 & 28647622

41 12,149 93 12,097
$ 26,098,896 $3,318,127,764 $3,315,566,941 $ 28,659,719
$ - $2,192,193,852 $2,192,193,852 $ -

26,098,896 200,764,098 198,203,275 28,659,719
$ 26,098,895 $2,392,857 950 $2,390,397 127 $ 28,659,719

5,186,468 $ 322425349 $ 321,473,126 6,138,691

5,186,468 $ 322,425,349 $ 321,473,126 6,138,691

5,186,468 $ 933,235481 $ 932,283,258 6,138,691

5,186,468 $ 933,235,481 $ 932,283,258 6,138,691
$ 9305480 $1,026,341 068 $1,014147 284 § 21499244

12,696,258 481,536,595 483,195,889 11,036,964
$ 22,001,718 51,507 877,663 51,497 343,173 $ 32,536,208
$ 104 $ 128325861 $ 12,671,049 $ 161,616

22,001 614 1,508,248,428 1,497 875,450 32,374,592
$ 22001718 $1,521,080,989 $1,510,546 499 $ 32,536,208
$ 40,590,783 4 666,882,032 54,651,187 258 & 56,285,557

12,696,299 481,548,744 483,195,082 11,049,061
$ 53,287,082 $5,148,430,776 $5,134,383,240 $ 67,334,518
$ 51856572 $3,138,261,894 $3,137,148,159 $ 6,300,307

22001614 1,508,248 428 1,497 875,450 32,374,592

26,098,896 200,764,008 198,203,275 28,659,719
$ 53,287,082 54,847 274,420 $4,833,226,884 $ 67,334,518
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COUNTY OF SANTA CRUZ
SANTA CRUZCOUNTY REDEVELOPMENT SUCCESSOR AGENCY
STATEMENT OF NET POSITION
PRIVATE PURPOSE TRUST FUND
JUNE 20, 20186

Santa Cruz County

Redevelopment
Successor Agency
ASSETS
Current Assels:
Cash and investmenis 5 13,725,531
Total current assets: 13,725 531
Noncurrent Assets:
Restricted cash with fiscal agents 9,080,134
Prepaid insurance 1,042,640
Capital assets, net 9,118,080
Total assets 5 32,966,385
DEFERRED OUTFLOWS OF RESOURCES
Loss on refunding of dabt 5 323,993
Total deferred outflows of resources $ 323,993
LIABILITIES
Current Liabilities:
Accounts pavabie - claims 5 5,532
Interest payabie 2,848 0441
Long-term debt - due within one year 7,463 848
Total current liabilities: 10,317,421
Long-term Liahilities:
Long-term debt - dus in more than one year 215,812,134
Total long-term liabilities: 215,812,134
Total liahilities 5 226,129,555
DEFERRED INFLOWS OF RESOQURCES
Deferred tax increment revenue 5 5,385,695
Gain on refunding of deixt 109,829
Total deferred inflows of resources $ 5,495 525
NET POSITION
Net position held in trust $ (198,334,702
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COUNTY OF SANTA CRUZ
SANTA CRUZ COUNTY REDEVELOPMENT SUCCESSOR AGENCY
STATEMENT OF CHANGES IN NET POSITION
PRIVATE PURPOSE TRUST FUNDS
FOR THE YEAR ENDED JUNE 30, 2016

ADDIHIONS:

Investment income

Tax increment received

Cther revenus

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

178

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 siatements, note disclosures, and reguired

supplementary information says about the County’s overall financial health.

Contents Page

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. 180-184

Revenue Capacity
These schedules contain information to help the reader assess the County’s most
significant local revenue source, the property tax. 185-188

Debt Capacity

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 environme nt within which the C ounty’s financial activities take place. 193197

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. 198202
Souces. Unless otherwise noted, the mformation in these schedules is denved from the comprehensive annual inancal reports for the relevant
year.
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Governmentsl activiies
Het irpestment in capifaf assels
Rastricled
Griresiricled

Total governmanial activiies et position

Business-type activilies
Het investment in capifal asseis
Restricted
Uniresiricled

Total business-fype activities nel position

Total primary govemment
Het inwestment in capifaf assels
Rastricled
Griresiricled

Total primary govarmment aet position

COUNTY OF SANTA CRuUZ

NET POSITION BY COMPONENT

LAST TEN FISCAL YEARS
{Reported in Thousands)

Fiscal Year

2018 2015 2414 2013 2012 201t 2010 2068 2308 2067
§ 488899 & 484848 5 430486 & 448857 & 455728 215,172 & 212557 242 858 IO 8 332538
3,880 75,356 TRI73 G704 86,880 117,713 40,365 31,660 53,167 0z
{374,141} {389,332 {72,239} {65,133} {66, 213) {G1,386) 36,955 32,147 {21,529} 6,532
$ 158738 & 141170 0§ 443000 § 450538 & 485793 271489 & 290377 306,665 361,546 & 378082
3 25488 8 28585 8 24035 8 25025 8 25442 24877 8 28,662 28,327 27280 3 23,288
360 260 476 44 256 253 37 B3 7 250
{1.962) 3.620 £130 7.634 5.520 5303 6,553 7433 8.797 12628
8 26694 8 32485 8 32639 8 32701 8 32218 30735 8 33532 33643 347284 & 38,144
§ 497485 & HI3E3 0§ 43499 & 473880 & 481,168 Z3E4Y & 239219 289,185 Ih4088 &5 355792
84,270 75,116 76,248 &7 .058 B7,236 117,566 41,182 31,743 53,35 38,274
{376,103} {395,712} {64,109 {57 489} {G0,383) {55,583} 43,508 38,580 14,7323 18,160
$ 185832 & 173635 § 475639 § 483239 § 518411 302222 & 323909 540,508 345610 § 414276
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COUNTY OF SANTA CRUZ
GOVERNMENT-WIDE CHANGES IN NET POSITION
LAST TEN FISCAL YEARS
(Reported in Thousands)

Fiacal Year
2418 2618 2614 2613 2412 211 26160 2668 2468 2667
Expenses
Governmental activiies
Generst govarnment § 35068 % 33544 % 25451 % 7725 % 27417 % 39206 % 30407 % 379098 % 48765 % 29,118
Puislic protection 144,370 131,718 433,032 127,640 124724 425,065 122,743 146,283 ERTRER 113,608
Puiic ways and faciities 28271 32,800 18,061 47,467 32,482 36,684 45,826 32,850 47,200 26,840
Health and saniiation 114,208 108,006 408,674 191,444 113,242 407,407 405,238 114,310 142,560 405,038
Puiic gssisiance 126,834 116,802 112,840 404,830 405,835 404,000 108,124 110,208 104,454 83670
Education 8,005 5,537 4,815 5,005 5,033 5,104 5,140 5,153 5,208 4,744
Recreation and culfwre 8,600 7202 5,870 5,867 5,670 5,356 5,617 8,400 8,558 7,308
inferest on long-tem debt 2,764 3,307 8,126 3.321 10,262 17,144 15,782 13,008 13,211 16,026
Total government activities expenses 463 421 440,109 419,666 433035 435372 439,176 439675 464 506 453 967 401 421
Business-fype aclivities
County Disposat Site CEA ST 8 2018 8 f1765 & 1464 8 10804 & 0508 8 4792 & 2265 8 4317 3 6068 8 $3540
Boulder Creek GEAT 362 332 310 344 205 204 208 417 438 204
Rofling Woods CSA 10 15 12 14 14 14 12 44 43 78 &2
Septic Tank Maintenance SEA 12 1000 1058 1114 1017 G443 1050 G451 1,148 066 875
Freedom County Sanitation CSA 808 965 807 441 857 825 551 801 GO0 802
Daverport County Sandation Disiict T5A 548 B56 557 458 532 477 it 550 42 440
Place de Mer CBAZ 38 H 23 21 37 T 32 52 38 G4
Sand Doltar Beach T5AS 237 275 243 260 265 315 252 254 314 216
Trestte Beach CBAZ0 45 5% 5% 36 44 43 71 B4 73 4%
Suimmit West CSA D4 - - k] k] k] k] k] k] 31 4
Grahem Hill CSA 57 41 35 53 35 33 27 27 27 13 24
Total Dusiness-type ackivities axpenses 15,142 15,214 14,445 13,531 13,524 1791f 1521f 1781f 19,069 16,1531
Total pimary government expenses § 478563 & 455328 & 43411t & 4363586 & 438806 & 457087 & 455086 0§ 482319 & 473036 & 417552
Pragram Revenues
Govammental activiies
Charges for services
General government § 19053 % 8605 % 9150 % 897t § 7695 % 8305 % 7083 % 8494 % 6953 % 6,467
Heslth, santation & puliic assistance 34,628 28088 25,830 23,238 33020 27,835 24754 27,437 23675 25,324
Putiic peotecton 22544 22843 24,426 26,742 20,823 20,854 20,064 22,364 24,785 23,762
Public ways & facilities, and recreation 8,051 8217 8,256 8,866 G412 8,453 8,555 8,633 7672 7,833
Operafing grands and conteiutions 244016 243,806 227 863 210,341 207,264 109,680 200,632 187,850 208,047 106,605
Caopital grands and conteiutions 8,708 7006 10,541 10,678 8016 11,208 8673 7,885 3542 7,508
Total governmenial activities progeaim revenues 337,060 328735 313006 300,939 296,034 266,334 269,958 272372 784 684 27774
Business-fype aclivities
Charges for services 14,763 13,833 3,350 3,137 13313 3 058 13,168 3,350 13,257 13,299
Opersling grants and conidiations 499 226 382 208 573 280 64 338 123 127
Capital grants and coniritions 129 18 - B 345 1,087 15 5 25 8
Total Dusiness-type aclivities programrevenues 15,382 14,277 13,732 13,405 14,2531 14,444 14,145 13,738 13,385 13,454
Total peimary goVEINMEn Drograin fevenues $ 35242 0§ 343002 & 326828 & 4344 & 310270 0§ 300778 0§ 304103 & 286110 § 298060 & 391153
Mef {expenseirevenue
Governmental activities § 1126361y & {111584) 3 (106570y § 22116y & {129333) $ (152843 §  (149917y § {192,136y § (169283 & (123702)
Susiness-type activiies 240 1842} {713} 1126} 707 {3,467} {1,066} {4,075} {56853 {2697}
Total pimary government riet expense § (1261213 § (1123263 & (107283 & 122242y & (128626 & (156310y & (1509833 § (196200 § (174968 § (126390}

{Cominsed)
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General Ravenue and Cther
Changss in Net Pos#ion

Governmental activiies

Property taxes

Oifey daves

Grants snd coniniutions nok resincted

for specific purposes

Liseof money ant property

dfiscellanecus

Gain {Loss) on sale of assels
Total governmenial activities
Business-fype aclivities

Property laxes

tseof money antd property

dfiscellanecus

Gain {Loss) on sale of assels
Total business-fype aclivities
Total primary govemment

Calraordingry Hem

Change in NatPosition
Governmental activiies
Dusiness-fype activities
Total primery govamment

COUNTY OF SANTA CRUZ

GOVERNMENT-WIDE CHANGES IN NET POSITION

LAST TEN FISCAL YEARS

(Reported in Thousands)

Fiacal Year
2018 2018 2014 2013 2012 2011 2018 2609 2008 2667
§ 109,143 95563 % 88,178 % 84795 % g7 76§ 109837 0§ 11224 § 115179 & 11745 & 104814
24,256 24,834 40,046 47,204 46,644 45,265 42,078 43,054 45,622 45,133
- - - 147 - - - - - -
4,006 3473 3,652 4,254 2,744 2,827 3,373 5,805 44,858 44,628
9460 4,306 75% {156} 52 000 5033 4606 2546 13402 3155
a8 - {4} 26 1005 &} i 37 {70} -
136 053 123,173 111,623 03,237 69 605 133,956 132,262 137 516 152,548 137,730
29 27 25 25 25 25 24 25 - -
{170} 49 a5 {24} 45 2 3 74 758 1,064
332 5,538 531 GG w05 531 60 1068 3048 1513
191 8615 851 810 777 866 8§00 1,267 3604 2577
S 138244 129788 & 1122374 3 103847 0§ 170382 0§ 134624 0§ 133082 0§ 138785 0§ 156350 & 140307
& - - & - & (16377 & 174033 & - & - & B 1 - & -
§ 1,692 1789 % 5083 % {35256y § 214305 0§ (18887 $  (7635) § {54618y § (16735 $ 14028
451 5673 {62} 484 484 {2,799) {266} {2,8061 {18811 {120}
& 12,123 17462 & 4901 & (3477 & 215780 & (21686 §  (17001y & 5744y & {18616} & 13908
{Cominsed)
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General Fund'
Nonspendable
Restricted
Committed
Assigned
Unassigned

Totat General Fund

Al other governmenial funds
Nonspendable
Restricted
Unassigned

Totat all other governmenial funds

General Fund
Reserved
Unreserved

Total General Fund

All gther governmental funds
Reserved
Unreserved, reporied in:
Speciai revenue funds
Capiial project funds

Totat all other governmenial funds

COUNTY OF SANTA CRUZ
FUND BALANCES OF GOVERNMENTAL FUNDS
LAST TEN FISCAL YEARS

{Reported in Thousands)

Fiscat Year

2016 2015 2014 2013 2012 2011 2010

3 751 % 1,435 8§ 872 3 3544 3 3738 3 4 118 1,525
- - 2 2 4 - -
17,251 15,541 21,627 16,166 13,706 12,847 11,748
33,767 33,600 18,214 20,857 24,722 22,234 15,430
{33) {71) - - - 171 -
3 51,738 & 50,205 § 40,715 & 40,568 § 42168 § 39,367 28,703

3 - $ 61,184 3 60,226 3 568077 3 49883 3 - -
124,769 55,820 68,455 67,030 897,824 166,676 183,044
- - - {17} {22) (37) -
$ 124765 $ 117004 § 129681 0§ 123,080 § 147685 § 168,638 183,044

Fiscat Year
2009 2008 2007

3 2818 3 2,151 3,883
14,674 25,008 37,115
$ 17,583 & 27,158 41,008
$ 38,930 3 44 738 38,208
121,946 123,244 131,835
10,273 1,389 5,277
$ 471,148 § 169,349 173,321

In fiscal year 2010-2011 the County implemented GASB Statement No. 54 under which governmental fund balances are reported as
nonspendable, resiricted, committed, assigned, and unassigned.

183



COUNTY OF SANTA CRUZ
CHANGES IN FUND BALANCES OF GOVERNMENTAL FUNDS
LAST TEN FISCAL YEARS
(Reported in Thousands)

Fiacal Year
2418 2618 2614 2613 2412 211 26160 2668 2468 2667
Revenues
Taxes § 24399 & 115594 % 107224 % 101997 0§ 113760 0§ 125,101 0§ 123718 0§ 129,180 0§ 127567 0§ 119947
Licenses and permifs 41,881 41,053 8,847 8,318 403,350 8,046 8,247 8,477 40,085 40,483
Fines, forfelis and penatties 3,630 4,720 4,758 4,474 4,737 5,200 5,231 5,088 4,844 5,673
Hseofmoney ant property 4,083 3.447 3,480 1,264 2,635 2,748 3,07 5.45% 11,082 43,820
Aid fromother govamments 252,814 250,802 238,404 230,18 215,280 290,087 210,000 195,758 294572 204,203
Charges for services 88,734 82,050 86,087 56,626 55,666 84,145 56,845 62,364 58,400 53,081
Ofher ,635 40,468 12,827 5,320 2,274 5,344 4,647 4,815 14,647 3,150
Tolsf revenues 475,226 457,704 436,727 434,518 414,708 410,508 421,945 414,783 437,734 415,177
Expenditures
Curent
General government 31,444 32,532 20,206 28,311 26,747 26,084 25,108 26,064 33,400 28024
Public protection 146,434 137,803 134,206 120,562 118,671 117,531 118,848 126,014 123,435 112,305
Public ways and facilities 20,249 24440 18,730 41,232 32074 37,534 53,005 45023 37,736 41,335
Health and sanitation 117,041 111,506 108,067 108,688 107,810 104,101 102,048 103,020 106,152 104,326
Public assistance 130,035 110,106 112,067 101,437 101,204 49120 100,204 101,562 102,076 67,081
Education 5743 5325 4,015 4,781 4 B0 4,074 4,021 5420 5,040 4711
Recreation and culfwre 8,667 7,156 5,851 5,000 7.004 5,028 7,345 7876 9,186 7,786
Capitst outiay 7,607 9,306 8,875 - - 35,447 764 3,380 40,671 40,200
Delbt service
Prinicipsf 4,744 3,002 3,787 3.815 7,700 7,603 5,958 8,836 7,344 7,126
Bond redernption - - - - - - - 778 - -
Bond issige cosls - - - - - 1,127 - 184 263 738
inferest andt fiscal charges 2,770 3,238 3,15¢ 3,318 40,482 15,677 15,742 42,360 43,343 14,662
Tolal expendiures 474,754 454,601 444,855 428044 416,502 458,186 436,218 443,337 452 538 428,376
Excess {Deficiency} of Revenues Over {Under}
Expenditures 472 3,113 {5,128} {18,525} {1,884} {30,678} {14,273} {31,654} {14,805} {14,400}
Cther Financing Sources {Uses)
Sale of capifef assels 98 - - - 1,139 - 57 {353} 1,255 -
Gainfiossy on dand held for resale - - - - {15731 {91 - - {34) -
Dbt sssue cost - - - - {248} - - - - -
Eecrow transfers in - - - - - 29876 - 4941 - -
Escrow transfers oul - - - - - {29 676} - - - -
Proceeds fromlong-leandebl 9945 - f1810 - 7490 - - - - -
Contributed capital - - - 233 45701 35410 - - - 9.000
Bond premiurn/discount 80 - 812 - {23} {914} - - 225 {633
Gain on conversion of recelvables - - - - 5,024 - - - -
Proceeds Fomrefunding bonds 13,770 - - - - - - 80,492 7370 10,755
Payment 10 bond refunding escrow agent {13,097} - {6,362} - {1,399} - - - {5,012} {10,366}
Transiersin 7,489 2312 36,185 7,629 24,252 145,035 29,843 29,760 31821 27,593
Transiers ol {17,701 {18,706} {37 268} {18,379} {24282 {145,708} {30551 {79,777 {32043} {27,795}
inception ofcapial iease g 93 403 36 &80 123 - 1 94 5,990
Totst other financing sowrces {uses) 43,634 {6,301} 5,580 {400} 57,587 33,836 {651} 58,863 776 45,144
Exfracrdinary Hem - - - {7,179} {71,866} - - - - -
et change in fund halance & 11106 & {31881 & 452§ {26104 § (16153 & 5742y & {14924y & 28400 & (141207 & J15
Dbt service as a percentage
of nencapital expendiiures 1.581% 1.60% 1.64% 1.70% 4.58% 5.78% 5.57% 4.66% 4.85% 5.56%
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COUNTY OF SANTA CRUZ
GENERAL FUND TAX REVENUES BY SOURCE
LAST TEN FISCAL YEARS
{Reported in Thousands)

Current Prior Delinguent Property

Fiscal Property Property Penalties Sales and Occupancy Business Transfer Cther Total Tax

Year Taxes Taxes * and Costs Use Tax Tax Tax ? Tax Taxes Revenues

2667 86,783 % 117 % 2741 % 7861 % 3,831 - 3 1481 % 72§ 83,086
2008 7G.878 187 3,585 8,904 4622 - 1,484 74 8725
2008 72,032 224 5,281 8,038 3,887 - 1,532 74 91,078
2010 69,870 89 4,671 7,212 3,511 - 1,630 74 87,157
2011 69,606 118 5,156 7,882 4101 - 1,708 72 88,654
2012 69,487 77 4,249 8,378 4,605 - 1,528 72 88,406
2013 69,152 85 3,522 9,129 4515 - 1,936 72 88,381
2014 71,928 41 3,656 9,840 5,514 - 1,908 72 92,958
2015 77,497 148 2,017 10,248 5,482 978 2,243 76 29,687
2018 82,883 286 2438 10,671 7.084 2504 2267 az 107,567

T The County uses the Allernative Tax Apportionment Method, which treats prior taxes as payments against an outstanding taxes receivable
batance. Amounts shown are either past adiusimenis or present delinguent payments applicable io the supplemeniat tax roll.

2 The County began collecting Cannibus Business Tax during 2014-2815.
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COUNTY OF SANTA CRUZ
PROPERTY TAX LEVIES AND COLLECTIONS
LAST TEN FISCAL YEARS
{Reported in Thousands)

Coliections within the Fiscal Year of the

Levy? Total Collections to Date
Fiscal Year Total Secured Tax Callections in
Ended Levy for Fiscal Percentage Subsequent Total Tax Percentage
June 3¢ Year' Amount of Levy Years? Coliections of Levy

2007 $ 361430 % 352,091 974% ¢ 152 % 352,243 97 5%
2008 387834 373,296 96.3% 258 373,554 98.3%
2008 442 589 387153 98.2% 598 387,749 96.3%
2010 385,628 383,707 97.0% 782 384,499 97.2%
201 394 458 385,099 97.6% 923 386,022 97.9%
2012 385,545 388,135 98.1% 1,040 388,175 98.4%
2013 386,148 383,223 98.5% 2,025 385,248 99.0%
2014 418,414 413,276 98.8% 2,210 4154886 99.3%
2015 443 002 437 476 98.8% 2,895 440 171 99 4%
2018 470,552 485 411 98.9% - 485 411 98.9%

' Secured tax levy for the County itself, school districts, cities and special districts under the supervision of their own governing boards.

? inciuded are amounts collected by the County on behalf of itself, school districts, cities and speciat districts under the supervision of their own
governing boards.

¥ Under the Aliernative Method of Tax Apportionment {ihe Teeter Plan) the County aliocates o all taxing jurisdictions under the County, 100% of the
secured property taxes billed, even if not yel collected. In return, the County retains the subsequent delinquent paymends and associated penalties
and inferest. Refer to schedule of General Fund Tax Revenues by Sourge for property tax coliections 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)

Fiscai Year Total Taxahle Total Direct
Beginning July 1, Secured * Unsecured Assessed Value * Tax Rate *
2007 5 32,504,394 3 843,037 5 33,347 434 1.00%
2008 33,586 675 861,576 34,448 251 1.00%
2009 32,531,747 885,265 33,396,982 1.00%
2010 32,390,785 801,371 33,192,136 1.00%
2011 32,332,274 767,714 33,099,985 1.00%
2012 32,033,769 767,064 32,800,833 1.00%
2013 33,625,169 764 939 34390108 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%

' Assessed value of taxable property represenis all faxable property within the County except as exciuded or exempted by the State Constitution
and the Legisiaiure.

Tincludes unitary properties {e.g., railroads, utilities) which are assessed by the State Board of Equalization.
*The County does not track the esiimated actual vaiue of all County properties due in part to the manner in which assessed vaiue is calculated
following the passage of California Proposition 13. Thus, the tolal taxable assessed value reported represenis all property within the County.

* The maximum 1ax rate s 1% of the full cash value or $1/8100 of the assessed value, excluding the iax rate for debt service.
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Property Tax Rates

COUNTY OF SANTA CRUZ
PROPERTY TAX RATES

DIRECT AND OVERLAPPING GOVERNMENTS

LAST TEN FISCAL YEARS
(Reported in Thousands)

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 1.058 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 1.085 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 1.189 255 5.0 57.0 12.5 100.0
2016 1.056 1.178 255 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)

Fiacal Year
2018 2015 014 2013 212 2011 2018 200% 2048 2007
Governmental sctiviies
Capitsf legses & 5,738 & 4731 & 5077 % 5075 & 5337 & 5544 8 5673 & 532 & [ 5,600
Refunding Certificates of Paricipation 19770 21440 23025 24,534 25,850 27,334 28634 25333 34,086 32821
Leass Revenue Bends 14,027 12,325 42,325 5,450 8,670 5,335 7,000 7,280 7.840 2,375
Refunding Cemificales of Panticipation 12,305 - - - - - - - - -
Leass Revenue Refunding Bonds 1,627 1,640 4,75% 1,812 1,866 143 4,535 1,667 1,787 1,818
Revenue Bends - - - - 435 735 4,145 1,430 1,800 2400
Local Agency Revenue Bonds 135 165 105 225 250 275 205 320 360G 445
Cedtficates of Panicipation 43,300 27,256 26,307 31278 330624 23110 30,746 32.312 28832 27316
Refunding Cerificales of Participation &020 G 286 5,583 - - - - - - -
City of Scotts Valley Writ of Mandate - - 725 1450 2175 - - - - -
McGalfigan Mill Road HOA - - - 1 33 63 i - - -
CA Energy Resources Conservation
and Development Commission 58 - - - - - - 510 74t 598
CA Transportation Finance Bank - - - - - - - GO0 GGG -
RDA Tax Aliscafion Bonds - - - - - 247 995 217472 220,938 168,54% 172 144
Internal Service Funds - 26 19 16 28 22 - - 332G 653
Businesstype activilies
Lease Revenue Bends 8,706 - - - - - - - - -
Leans Payshle 287 448 490 531 570 653 46 4064 443 PR
Capifaf l2ases 4 - 2 3 - - - 178 BG5S -
Toigl Primary government’ $82061 & 74378 & 7483 & 74373 8 YR348 & 320025 & 2B3327 & 01530 B 243088 & 250230
Percentage of personal income?* Dot 0 50% D 50% 0 54% Do0% % 64% 7 2% % 5% Z00% 25
Per capia® $302 & PA{ I 08 8 B8 8 00 % 1231 & 4143 % 1183 8 [HE 1,619

*Excludes Component Unit Total primary governimend, percentage of persenal income and per capita daiz ¢ prios pericds were restated here to excluds smounis relafed to the Component Unit

2 Percanage of personal COme i calculated frompersonal Come datg for the precading calendar year fe.q, percentage of personal income for Fiscal Year 2046 = based on 2014 calendar year personal incame
fdala). Perscnal income dalz is provided by the Bureay of Economic Anslysis (BEA}

*Per capiia daiz is caltulated fromper capia mCome dais for thie precading celendar year deq., per capita for Tiscad Vear 2046 ie based on 2044 celendar year per capila incame data). Per capia mcome dals is
provided by the Bureay of Economic Analvsis

+Same pricr perad parsonsl and ger cagits income data wes revised by the Buresy of Ecanaimic Analysis ang thus some pricr pedad calculations have been resiated here
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COUNTY OF SANTA CRUZ
COMPUTATION GF LEGAL DEBT MARGIN

LAST TEN FISCAL YEARS

Total Net Legal DCebt Margin/
Fiscal Year Assessed Value Legal Debt Limit ? Appiicable Debt Debt Margin Debt Limit
2007 32504394093 % 406,304,925 406,304,925 100%
2008 33,585,675,030 419,833,438 419,833,438 100%
2009 32,531,718,741 408,645,459 405,645,459 100%
2010 32,390,764,838 404,884 580 404,884,580 100%
2011 32,332,270,918 404,153,386 404,153,386 100%
2012 32,033,769,082 400,422 114 400,422 114 100%
2013 33,625,169,225 420,314,615 420,314,615 100%
2014 35,996,363, 445 449 954 543 449 954 543 100%
2015 38,321,843,499 479,623,044 479,023,044 100%
2018 40,295,052 356 503,700,854 503,700,854 100%

'Total Assessed Value inciudes exempt property.

25ection 29909 of the California Government Code limits the General Cbligation Bond indebtedness to 1.23 percent of the total full

cash valuation of all real and personal property within the County. The Legal Debt Margin is the Legal Debt Limit 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, 2018
{Reported in Thousands)

2015-2015 Total Net Assessed Valuation 3 38,931,104
Percentage Net Debt
Appiicable ' Outstanding
Overlapping Tax and Assessment and General Cbligation Debt
SCHOOL DISTRICTS
Live Oak Elemeniary 100% 5 13,068
Santa Cruz City Elementary 100% 16,833
Soguel Union Elementary 100% 9,545
Santa Cruz City High 100% 33,799
Scotls Valley Unified 100% 28,320
San Lorenzo Valley Unified 100% 28,422
Pacific 100% 828
Pajaro Valley Unified 100% 158,614
Cabirillo College 100% 128,328
SPECIAL DISTRICTS
Zayante Fire 100% 75
Lompico Water 100% 128
Roiling Woods Water 100% 1,000
Roiling Woods Sewer Improvements 100% 840
North Polo Drive Sewer Extension 100% 160
Felton Community Facilities - District No. 1 100% 8,735
Total Overlapping Tax and Assessment and General Obligation Debt 428,489
Direct Debt
Santa Cruz County? 100% 74,971
Total Direct Debt 74,971
Total Combined Overlapping and Direct Debt 3 503,460
Ratio to 2015-2016 Assessed Valuation
Total Overlapping Tax and Assessment and General Obligation Debt 1.10%
Total Girect Debt 0.18%
Total Combined Girect Debt and Overlapping Debt 1.28%

' Percentage of overlapping agency's assessed valuation {ocated within the boundaries of the County.

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 AUTHORITIES®
JUME 30, 2016
(Reported in Thousands)

YEAR OF ISSUANCE PRINCIPAL INTEREST TOTAL

Debt *

1005 5 13,785 5 4,660 5 18,445
1809 135 15 150
2002 1,830 878 2,758
2005 4,105 446 4,551
2006 5,800 3,089 8,889
2008 2,330 340 2,670
2011 5,155 2,937 8,082
2012A 1,642 804 2,446
2014 6,520 2,864 9,384
2014 4,885 2,150 7.045
2015 8,765 5,627 15,392
2015 12,305 1,829 14,234

Total debt outstanding for
the Public Financing Authority 8 68,367 $ 25,789 5 94,156

" The Public Financing Authority is a separate legal entily for whose debt the County is not fiabie.
2Certificates 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 o California's independence it was one of three Spanish Pusbios in
California.

Santa Cruz County is located in the northern crescent of Monterey Bay, 74 miles south of San Francisco, 375 miles north
of Los Angeles, 15¢ miles southwest of Sacramento, and 164 miles northwest of Fresno.

Budget Budget Per Current Taxes Per
Fiscal Year Population® Requirements? Capita Property Taxes Capita
{in thousands) {in thousands) {in thousands)
2007 264 $ 434 371 $ 1,645 $ 66,783 $ 253
2008 287 441,194 1,692 70,879 265
2008 289 441,728 1,642 72,032 268
2010 272 411,120 1,51 §9,970 257
2011 284 422 464 1,600 69,6086 264
2012 268 432514 1,626 §9,497 281
2013 267 447 3085 1674 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 Schoal Unemployment
Fiscal Year Valuation income® income® Enroliment* Rate’
{in thousands) {in thousands)

2007 $ 32,507,394 $ 45547 $ 11,480,387 66,501 2.6%
2008 33,586,675 47020 11,910,387 68,647 5.8%
2003 32,531,717 45 549 11,940,819 63,640 7.4%
2010 32,390,765 42616 11,080,626 69,858 11.1%
2011 32,332,271 42 808 11,267,634 88,543 13.3%
2012 32,033,769 45770 12,125,514 62,336 13.1%
2013 33,625,169 49,195 13,116,918 82,194 11.8%
2014 35,996,363 49,942 13,456,565 89,342 10.3%
2015 38,321,843 52,280 14,209,814 70,518 87%
2016 40,296,052 nfa nfa 70,411 7.5%

SCURCES

' Based on information compiled by the California Department of Finance.

2 Santa Cruz County Final/Adopted Budgets.

¥ U.S. Bureau of Economic Analysis {BEA). Figures are for the preceding calendar year {e.g., Fiscal Year 2015 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 Deparment of Education, the University of California at Santa Cruz, and Cabrilio
College.

* 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 Develepment Department. Calendar year 2013 was revised by the EED and has been
restated here.
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COUNTY OF SANTA CRUZ
PROPERTY VALUE, CONSTRUCTION AND BANK DEPOSITS

LAST TEN CALENDAR YEARS
New Dwelling Units' Valuation of New Units' (in thousands} Deposits?
Single Multiple Total Non- Total Amaunt
Calendar Year Farmily Farmily Units Residential Residential Valuation {in thousands)}
2006 432 28 460 % 138416 % 51658 % 181074 % 4,165,185
2007 236 342 578 165,997 52,612 228,608 4,238,971
2008 194 63 257 100,176 66,206 166,382 4,108,322
2009 107 2 109 54,300 50,809 165,108 4,224,669
2010 g2 23 115 61,446 40,841 102,287 4,172,547
2011 78 111 180 58,010 40,165 98,175 4,235,080
2012 80 173 253 68,832 51,671 120,603 4,308,423
2013 94 32 128 88,559 44,708 114,267 4,441,443
2014 113 5 118 70,444 79,182 148,626 4,729,351
2015 101 62 163 72,860 42,430 115,290 5,439,646

" Camplled by the California Depariment of Finance - Economic Research Unit. Calendar yvear 2016 new construction and property valuation data s
not available.

Z Complied by the Federal Deposit insurance Corporation {FDIC} as reported in the Deposit Market Share Raport reflecting deposits as of June 30,
2015,
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COUNTY OF SANTA CRUZ
SPECIAL ASSESSMENT BILLINGS AND COLLECTIONS
LAST TEN FISCAL YEARS

Debt Service Funcds £nterprise Funds
Special Special Special Special
Year Ended Assessment Assessment Assessment Assessment
June 30, Billed Collected Bilied Collected
2007 5 131,731 3 131,731 5 157 990 3 157,028
2008 132,072 132,072 114,938 144,938
2009 120 337 128,488 92,315 92 307
2010 206,325 203,641 90,075 90,139
2011 201,300 201,300 92,629 92 653
2012 199,146 223,739 89,947 89,948
2013 195,230 199,209 92,052 92 171
2014 197 814 221,247 93,061 93,062
2015 195,882 185,882 90,298 90,298
2016 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 accaunts.
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COUNTY OF SANTA CRUZ

PRINCIPAL TAXPAYERS

CURRENT AND TEN YEARS AGO

Percentage
of Total Assessed
Assessed Value Valuation

Taxpayer Type of Business 2015-2016 2015-2016 "

Pacific Gas & Electric Company Gas & Electric Utility $26C,292 585 0.71 %
Santa Cruz Seaside Company Amusement Park 95 937,603 C.26
Watsonville Hospital Hospital 60,672,139 .17
Pacific Bell Telephone Co. Telephone Utility 49 711 430 0.14
Bei-Scoft Company, LLC Properly management 45711 076 0.13
SC Beach Hotel Partners Hotel operator 45 222 872 0.12
Cypress Point Real Estate Investors  Real Estale 45 097,348 0.12
Paradise Park Masonic Club Inc. Housing Development 36,885,594 0.1C
S Mariinelli & Company Beverage Producer 36,594 749 0.10
Lockheed Martin Aerospace Company 35,566,458 .10

Totals 3 711,691,754 185 %

Percentage

of Tolal Assessed
Assessad Value Valuation

Taxpayer Type of Business 2006-2007 2008-2007 ?

Pacific Gas & Eleclric Company Gas & Electric Utility $161,198,707 0.57 %
Lone Star Cement Manufacturer 75,060,423 C.26
NNN Enterprise Way LLC &t al Software producer 63,799,109 0.23
Macerich Parthership L P Commercial Real Estale 63,263,622 0.22
Watsonville Hospital Corporation Hospital 57,037 519 (.20
AT&T California Telephone Utility 52 280,664 G.18
Sania Cruz Seaside Company Amusement park 48 153,968 0617
Cypress Point RE Investors LLC Apartment complex 30,802 437 G.14
Seagate Technology Electronic Manufacturer 39 231,837 G.14
George Ow, Jr. et al Real Estate 35,599,349 .13

Totals 3 536,428 635 2.25 %

Note: Principal taxpaver data for fiscal year 2015-2016 is derived from the 2015 tax roll, which was bilied and coliected during 2016,
Data for fiscal year 2006-2007 is derived from the 2606 tax roll, which was billed and coliected during 2667

"Percentage of total assessed valuation for 2015-2016 is calculated from the total net assessed valuation of $38,931,103,8588.

2Percentage of total assessed valuation for 2006-2007 is calculated from the total net assessed valuation of $31,015,641,586.
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COUNTY OF SANTA CRUZ
PRINCIPAL EMPLOYERS
CURRENT AND FIVE YEARS AGO

Number of Percentage of
Employees Total Empioyment
Empioyer Product/Service 2015-2016 2015-2016 2
University of California at Santa Cruz Education 1,000-4,859¢ 2.14 %
Pajaro Vailey Unified School District Education 1,000-4,859¢ 2.14
County of Santa Cruz County Services 1,000-4,859¢ 2.14
Dominican Hospital Hospital 1,000-4,89S 2.14
Santa Cruz Beach Boardwalk Amusemeni/Recreation 1,000-4,888 2.14
B North Sports/Recreation Ciubs 1,000-4,888 2.14
Dutra Farms Grocery/Wholesale 1,000-4,888 2.14
Cabrillo College Education 500-98% 0.54
City of Santa Cruz City Services 500-98% 0.54
Watsonville Communily Hospital Hospital 500-98% 0.54
West Marine Retall 500-999 0.54
Piantronics Telephone Apparatus Mfg. 500-89¢ 0.54
Number of Percentage of
Employees Total Employment
Employer® Product/Service® 2011-2012* 2011-2012°
University of California at Santa Cruz Education 5,000-9.89¢ 511 %
Pajaro Valiey Unified School District £ducation 1,000-4,68¢ 2.05
County of Santa Cruz County Services 1,000-4,68¢ 2.04
Dominican Hospital Hospital 1,000-4,999 204
Santa Cruz Beach Boardwalk Amusement/Recreation 1,000-4,858¢ 204
Cabrillo College Educalion 500-98% 0.51
Sanfa Cruz City School District Educalion 500-98% 0.51
City of Santa Cruz Cily Services 500-98% 0.51
Seagale Technology Cisc Drives 500-99¢ 0.51
Watsonville Hospital Hospital 500-89¢ 0.51
West Marine Retail 500-9%¢ 0.51
City of Watsonville City Services 500-89¢ 0.51

' 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 reporied by the EDD for June 2016.

3 Comprehensive Annual Financial Report Fiscal Year Ended June 3¢, 2012,
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COUNTY OF SANTA CRUZ
OPERATING INDICATORS BY FUNCTION

LAST TEN FISCAL YEARS
Fiscal Year
Functicn 2016 2015 2014 2013 2012 2011 2010 2008 2008 2007
Pubiic Assistance
Human Services Depariment
Akt Profective Services
Refeirals received 938 2 754 1 530 803 528 547 542 585 810 585
investigations completsd 818 2 801 ' 444 420 388 352 320 418 488 432
Family and Children's Services
Annual referrals {famifies) 2,835 2 2,727 7 2,591 2,457 3,200 2,870 2,624 3,088 3,093 2,978
Finalized adoptions 50 2 451 72 58 51 41 32 42 41 43
Licensed fosier homes {monthly average} 130 < 125 7 113 1068 112 1G5 160 168 124 123
Benefit Services
Average number of Medi-Cai recipients 73,060 ¢ 64,344 ' 44,500 37,971 31,624 30,788 28,598 27,487 25,855 25,427
Public Ways and Facilities
Public Works
Roads
iiles of road maintained 800 800 590 800 590 800 590 800 B30 800
Potholes repafred 3,750 3,994 4,130 3,7C0 4,500 3,882 2,500 2,500 3500 ° 5,500
Miner culvarts maintained 2,282 2,262 2,282 2,282 2,282 ¢+ 1010 2,000 2,000 2000 2,200
Bridges and majer culverts maintained 160 160 180 180 180 180 180 180 180 159
Traffic signs replaced/repaired 1,377 1,238 1,452 1,483 1518 1,850 1.028 1,400 1475 2,200
iiles of street swept 518 381 1,807 1,800 1,555 1,485 4,000 4,500 5,000 5,0C0
Santation
iiles of pipe maintained 245 244 2358 238 230 230 230 222 222 222
iaintenance call responses 2C8 319 1C0 138 188 182 238 248 272 501
Landfif
Waste generated {tons) 155,789 172,555 188,584 139,529 138,448 139,385 183,873 184,717 183,993 229,877
Waste disposed {tons) 91,399 83,842 79,282 50,974 81,603 71,470 71,701 78,2C3 77,745 99,423
Recreation and Cultural Services
Parks, Open Space and Cultural Services
Facility bookings 8,718 7,621 7,532 8,877 5,114 5,545 5,942 5,772 5,114 7,388
Recreafion registrations 7,285 8,720 5,831 8,218 5,185 8,273 5,518 5,888 4,982 4,858
Swim admissions 178,882 178,289 158,573 130,059 77,022 76,334 90,771 86,834 82,800 78,128

Sources: Various County Depariments

" Prior pariod reported an estimate which has been restated here to reflect actual data.
2 Data is estimated as presented in the 2015-2018 Proposed Budget

® Prior pariods reported a range which has been averaged here.

* Prrior periodt restated here consistent with Capital Assets Stafistics by Funclion.

¢ Current period includes admissions for Parks, Open Space, and Culteral Services-sponsored programs and private parties. Prior periods included only 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 Ysar
Functicn 2016 2015 2014 2013 2012 2011 2010 2008 2008 2007
Public Protection

Agricultural Commissioner

High risk guarantine inspections 1,460 2 1,347 7 1.293 1,588 1,450 1,858 1,900 2,800 2840 2,894
District Attorney

Criminal Prosecufion
Felony filings 1,757 2 2,113 2,703 2,322 z,184 2,188 2,457 2,185 2,128 2,210
Juvenile filings 817 2 4437 652 709 788 503 594 731 1,046 813
Consumer Affairs

Number of calls received 1,821 2 2,443 7 2,040 2,410 2,345 2,410 2,822 2,880 2,960 3,008

Number of written complaints received 127 2 128 7 121 185 272 302 482 288 440 375
Planning

Building permits issued 4,532 2 4,087 ° 3,487 3,446 2,898 2,787 2,483 2,811 3,162 3,851

Building permit inspection sites visited 10,800 ¢ 10,084 ° 9,081 8,700 8,501 7,620 7,083 9,353 10,061 11,862

Code compliance cases resolved G 2 5T 77 112 249 228 460 574 1,182 871
Probation

Juveniie division referrals néa ® 1.220 1.074 1,180 1,453 1,813 1,848 2,323 2,378 241

Juvenie division petitions filed néa ® 589 430 445 837 251 830 1,188 1,148 1,280

Juvenile court investigations nia ® Bd 82 54 98 1410 118 178 183 248
Public Defender

Total cases 10,860 2 10,445 "' 10,910 11,288 10,731 10,311 10,805 12,385 12,455 12,842
SheriffiCoroner {investigation Division)

Total cases reviewed nia * 1047 10,425 10,888 10,989 11,880 12,635 12,828 12817 12,528

Total arests néa * 168 218 188 g8 259 307 238 254 347
Detention

Iain jafl bookings 11,305 10,984 10,487 $,6858 10,589 12,274 12,718 13,578 12,8419 13,478
Weights and Msasures

Establishments visited 1,266 2 1,039 1 1.237 1,043 1.027 1,138 1,500 1,742 1,836 2,083

Special District
Mosguito Abatement/Vecior Control CSA #53
Mosguito inspections 4,000 4,208 7 2,595 3,342 3,885 4,500 5,515 5,515 4,396 4,452

Sources: Various County Departmenis

" Prior period reported an estimate which has been restated here to reflect actual data.
2 Data is estimated as presented in the 2015-2018 Proposed Budget

® Data is presented on a calendar year basis, which is not yet available.
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DEPARTMENTFUNCTION

COUNTY ADMINISTRATIVE OFFICE
AGRICULTURAL COMMISSIONER?
MOSQUITO ABATEMENT/VECTOR CONTROL
AGRICULTURAL EXTENSION
ASSESSOR
AUDITOR-CONTROLLER-TREASURER-TAX
COLLECTOR?
BOARD OF SUPERVISORS
RECORDER
COUNTY CLERK/ELECTIONS
COUNTY COUNSEL
DISTRICT ATTORNEY
CHILD SUPPORT SERVICES
EMERGENCY SERVICES
FIRE MARSHALL
GENERAL SERVICES
FACILITIES MAINTENANGE
CENTRAL STORES/DUPLICATING
PURCHASING
SERVICE CENTER
HEALTH SERVICES
HUMAN SERVICES
VETERANS SERVICES
INFORMATION SERVICESITELEPHONE
INFORMATION SERVICES/COMM. TECH.
PARKS OPEN SPACE & CULTURAL SERVICES
PERSONNEL
RiSK MANAGEMENT
PLANNING
PROBATION
JUVERSLE HALL
PUSLIC WORKS
RDA
SHERIFF-CORONER
CORRECTIONS
COURT SECURITY
TREASURER-TAX COLLECTOR?
TOTAL

COUNTY OF SANTA CRUZ

BUDGETED POSITIONS

LAST TEN FISCAL YEARS

2007 2008 2008 2010 2011 2012 2013 2014 2015 2018
18.C0 18.GG 18.CC 18.GG 18.CC 18.GG 18.CC 18.00 18.CC 22.0¢
21.¢0 2244 22.0¢ 18.75 18.7¢C 16.6G 16.4C 19.40 20.4C 16.4C

3.00 3.GC 9.0 9.6C 3.¢cC 3.GC 3.¢cC 9.00 9.0 1G.CC
2.0 240G 2.0C 1.7% 1.¢C 1.GG 1.¢C 1.60 1.¢C 1.¢C
38.00 38.GG 37.5C 355G 33.5C 3325 3325 33.25 3325 28.0C
28.50 28.5G 28.5C 289.G4G 28.0C 289.G4G 28.0C 29.40 36.0C 4275
18.C0 18.GG 18.CC 18.GG 18.CC 18.GG 18.CC 18.00 18.CC 18.CC
13.C0 13.GG 11.CC 11.GG 11.CC 11.GG 11.CC 14.00 9.0 9.0
12.00 14.0C 14.00 14.0C 14.00 14.0C 14.00 14.00 14.00 14.00
19.50 19.50 19.0C 18.5C 18.50 18.5C 18.50 18.50 18.50 18.50
85.50 81.50 92.50 g92.50 90.50 88.50 89.50 89.50 90.50 94.00
68.50 88.50 686.50 66.50 85.50 82.00 §3.00 64.00 61.00 50.00
1.75 2.40 3.75 2.40 2.00 2.40 2.00 2.60 2.00 2.00
1.55 2.30 - - - - - - - -
11.00 11.0C 9.00 9.0C 9.00 3.8C 8.80 8.80 8.80 8.00
38.00 47.75 47.00 47.00 4400 44 G0 4400 44.00 4400 42.00
2.00 2.40 2.00 2.40 2.00 2.40 2.00 2.60 2.00 2.00
4.00 4.GG 4.0C 4.GG 3.0C 3.6C 3.0C 3.00 3.0C 3.0C
§.C00 8.4G §.0C 8.4G 5.0C 5.6C 5.0C 5.00 5.0C 5.0C
G47.75 G61.05 52655 48650 49825 52240 506805 51240 52685  534.3C
51110 527.6C  483.0C 44550 43450 43550 44100 48850 51500 5745C
5.00 5.6C 4.0C 4.GG 4.0C 4.GG 3.0C 4.60 4.0C 4.0C
78.25 78.2% 7825 85.G0 g5.0¢ 84.G0 84.5C 84.50 84.5C 57.0C
§.C00 8.4G §.0C 8.4G §.0C 8.4G §.0C 8.60 §.0C 7.0C
5375 57.4G 56.0C 47.5G 42.1¢ 28.3G 34.8C 33.80 43.8C 4475
2350 27.5G 27.5C 255G 24.5C 2425 2425 2450 26.5C 25.0C
16.75 10.75 16.75 12.6G 11.CC 11.GG 11.CC 14.00 11.CC 12.¢C
98.25 10060 16G.CC 8725 7580 §3.25 86.0C 86.40 §5.25 84.0C
9G.00  101.6C 94.0C 81.GG 77.00 775G 93.75 €8.25 93.25 91.25
31.00 31.46G 31.0C 305G 36.5C 305G 36.5C 30.50 36.5C 36.5C

303.50 300.5C 290.00 27400 27250 27250 26750 26750 26750 256.00
13.00 14.0C 14.00 2200 22.00 1.00 1.00 1.00 0.00 0.00

17275 17725 17625 17375 17075 17100 17100 170.00 173.0C 173.00

14400 14800 168.00 16525 155.00 156.50 16450 145.00 149.00 151.00
24.00 26.00 26.00 26.00 25.00 2400 24.00 24.00 24.00 24.00
16.25 16.25 16.75 14.75 13.5C 13.5C 13.5C 13.50 13.75 Q.00

2827.16 2,705.20 2,488.80 2,370.00 231880 228285 2311.80 2,350.80 238845 244385

Weights and Measures was incorporated-inic the Agriculiural Commissioner

2 OnJanuary 5, 2015, the County began consclidating of the offices of Auditor-Controlier and Treasurer-Tax Collector.
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COVERAGE

COUNTY OF SANTA CRUZ
SCHEDULE OF INSURANCE IN EFFECT
JUNE 30, 2016

DETAILS OF COVERAGE

LIMITS

Property

Crime Bond

MNon-owned aircraft

Excess Workers’ Compensation
Employer's Liability

Medfical Malpractice and
General Liability

Fine Arls

Excess Liability {GLH)

Cptional Excess

Calastrophic Liability

County Fire Auto &
Liability Insurance

Peflution Program

Cyber Liability

VWarercraft Coverage

CBAC-Excess Insurance Authority

Bilanket buildings and egquipment incliciing EDP, Vehicles, Contractors’
Equipment, Boiler & Machinery, All Risk, flood, replacement cost-agreed
amount including sarthquake at scheduled locations

All Risk & Flood Limils

Earthquake Limits

Ceductble

CBAC-Excess Insurance Authority

Faithful Performance Bond {covers failure to faithfully perform dutles
and employee dishenesly) Includes all employees and Treasurer
Deductblke

Wells Fargo Mational Union Fire
Includes passengers’ bodily injury, terrorism and property damage
combined each ocourrence

CSAC-Excess Insurance Authority

Workers’ Compensation

Empiloyer's Liability

$500.000 Self-insured Retention Deductible (per occurrence}
Waorkers’ Compensation and Employer's Liability

CBAC-Excess Insurance Authority

Comprehensive hospilal professional and general liakility for H8A
staff and operations and Jail Medical Unit

Ceductble

Wells Fargo/Travelers
Caducthle

CBAC-Excess Insurance Authority
Excess Liability Insurance
$1.000,000 Self-insured Retention to $25,000,040

CBAC - Excess Insurance Authority
$10.000,000 excess of $25.000.000

CSAL - Excess Insurance Authorily
Upper layer of coverage in Optionai Excess and GLII

Wells Fargo/Amencan Alternative Insurance Cormp.

Inciudes property insurance for County cwned fire stations including
contents. business inferruplion. money & securities, boiler & machinery
Ceductible

Equipment Deductible

Auto Liability

CBAC-Excess Insurance Authority
Pollution Program
Self-Insumed Relention Deducthls

CBAC-Excess Insurance Authority

Claims Macfe Policy protecting against information security & privacy
insurance with electronic media liability

Seif-Insurance Relention Deductble

CBAC-Excess Insurance Authority
Protection and Indemnily

Collision

Ceductble
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3 800,000,000
415,000,000
5,000

15,000,000

2,500

5,000,000

Statutory Limits

21,500,000

18,000

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

5,008,000
1,000



COUNTY OF SANTA CRUZ
CAPITAL ASSETS STATISTICS BY FUNCTION
LAST TEN FISCAL YEARS

Fiscal Year

2016 2015 2014 2013 2012 2011 2010 2008 2008 2007

Function
Pubiic protection
Jail facilities 3 3 3 3 3 3 3 3 3 3
Rehahilitation center 4 4 4 4 4 4 4 4 4 4
Juvenile center 4 4 4 4 4 4 4 4 4 4
Courthouses 2 3 3 3 3 3 3 3 3 2
Morgue 1 1 1 1 1 1 1 1 1 1
Center for Public Safety 1 1 1 - - - - - - -
Public assistance
Child day care center 1 1 1 1 1 1 1 1 1 1
Eider day care center 1 1 1 1 1 1 1 1 1 1
Residential care faciiity 1 1 1 1 1 1 1 1 1 1
Volunteer center 1 1 1 1 1 1 1 1 1 1
Veterans centers 2 2 2 2 2 2 2 2 2 2
Behavioral Health Unit 1 1 1 - - - - - - -
Recreation and cuilure
Parks acreage 228 228 228 225 225 223 223 223 223 223
Sites 80 80 80 59 59 57 57 57 57 55
Athietic fields 17 17 17 17 17 17 17 17 17 17
Swimming pocis 4 4 4 4 4 4 4 4 2 2
Pubiic ways and facilities
Roads
Pavement (miles} 600 600 600 600 600 600 600 600 600 600
Junction structures 3,000 3,600 3,000 3,000 3,000 3,000 3000 3000 30600 3000
Minor cuiverts 2262 2262 2262 2262 2262 1010 2000 2000 20600 2200
Bridges and major culveris 160 160 160 160 160 160 160 160 160 159
Sanitation
Pipe (miles} 245 244 236 236 230 230 230 222 222 222
Pump stationsftreatment plants 83 64 83 83 62 62 62 62 82 62
General government
Administrative/other facilities’ 12 12 12 11 11 16 16 16 16 16

" Inciudes buildings and centers uillized by various departments within different funclions.
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GLOSSARY
(UNAUDITED)
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ACCOUNTS PAYABLE. A shorterm liability account reflecting amounis owed to private persons or
organizations for goods and services received by a government

ACCOUNTS RECEIVABLE. An asset account reflecting amounts dues from private persons or
organizations for goods and services fumished by a government (but not including amouns due from
other funds or other governmenis).

ACCRUAL BASS. 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
ransactons, events, and circumstances occur, mther than only in the periods in which cash s received
or paid by the government.

ACCUMULATED DEPRECIATION. A contra-asset account used o report the accumulation of perodic
credits 1o reflect the explration of the estimated service Bfe of capital assets,

ADVANCE FROM OTHER FUNDS ., A liability account used  record noncurrent portions of a longdsrm
debt owed by one fund o another fund within the same repotting entliy. See DUE TGO OTHER FUNDS
and INTERFUND RECEIVABLE PAYABLE.

ADVANCE TO OTHER FUNDS. An asset account used to record noncurrent portions of a longtermn loan
from one fund to another fund within the same reporting entity. $ee 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 governmenis and/or other funds.

AMORTIZATION. (1) The portion of the cost of a limited-ife or intangible asset charged as an expense
during a particular period. (2) The reduction of debt by regular pavments of principal and interest sufficient
10 retire the debt by maturity.

APPROPRIATION. A legal authorization granted by a legislative body 1o make expenditures and to incur
obligations for specific purposes. An appropriation usually is limited in amount and tme it may be
expendsad.

ASSESSED VALUATION. A valuation set upon real estate or other property by a government as a basis
for levying taxes.

ASSIGNED FLUND BALANCE. Amounts that are constrained by the County’s intent o 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 fairmess 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, fabilides, and equity of an entiy at a2
specified date in conformity with GAAP,

BASIC FINANCIAL STATEMENTS (BFS}) The mininwm combination of financial siatements and note
disclosures required for fair presentation in corformity with CAAP ., Basic financial statements have three
components: governmentwide financil statements, fund financial statements, and notes o the financial
statements.

BASIS OF ACCOUNTING . A term used to refer towhen revenuss, expenditures, expenses, and transfers
and the related assetrs and lzbilities are recognized i the accounts and reporied in the financial
statements. S pecifically, 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 wo 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 2 government or enterprise In accordance with
an approved budget 1o keep expenditures within the Imiations of available appropriations and available
revenues,

CAPITAL ASSETS. Long-ived tangible assets obiined or controlled a5 a result of past ransactons,
events or circumstances, Capital assets include buildings, squipment, improvements other than buildings,
and and infrastructure, In the private secior, these asses are referred o most often as property, plang,
and equipment,

CAPITAL EXPENDITURES . Expenditures resulting In the acquisition of or addition to the government’s
general capiial asseis.

CAPITALIZATION POLICY. The criteria used by a government to determine which outlays should be
reporied as capial assets.

CAPITAL LEASE. An agreement that conveys the right to use property, plant, or equipment, usually fora
stated period of ime. See LEASE-PURCHASE AGREEMENTS.

CAPITAL PROJECTS FUND. A fund created to account for financial resources to be used for the
acquisition or construction of major capital faciliies (other than those financed by proprietary funds and
wust funds}.

CASHBASIS. A bass of accounting under which transactons are recognized only when cash is received
ot disbursed.

CASH WITH FIRCAL AGENT. An asset account reflecting deposits with fiscal agents, such as
commercial banks, for the payment of bond principal and interest

CERTIFICATE OF ACHIEVEMENT FOR EXCELLENCE IN FINANCIAL REPORTING PROGRAM. A
voluntary program adminisiered by the GFOA to encourage governments to publish efficiently organized
and easily readable CAFRs and 1o provide technical assistance and peer recognidon o the finance
officers preparing them.

CHANGE IN THE FAIR VALUE OF INVESTMENTS. The difference between the fair value of
investmenis at the beginning of the vear and at the end of the vear, taking into consideration investrent
purchases, sales, and redemptions.

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 of $ upervisors), and
thatrermain binding unless removed in the same manner. The underling action that imposed the limitation
needs w0 ocour no later than the close of the reporting period.

COMPENSATED ABSENCES. Absences, such as vacation and illness, for which #§ s expected
emplovess will be paid. The term does not encompass severance or termination pay, postretirement
benefits, deferred compensation, or ather longterm fringe benefits, such as group insurance and long-
term disability pay.

COMPREHENS IVE ANNUAL FINANCIAL REPORT (CAFR), A financia!l report that encompasses all
fund and component units of the government The CAFR should coniain (8} the basic financial statements
and required supplementary information, (B combining statements 1o support columns in the basic
financial statements that aggregate information from more than one fund or component unit, and (¢}
individeal fund statements as needed, The CAFR is the governmental unit’s official annual reportand also
should contain introductory information, schedules necessary to demonstrate compliance with finance
related legal and contractual provisions, and stiatistical data.
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CONTINGENT LIABILITY. ftems that may become liabilities as a result of conditions undetermined at a
given date, such as guarantees, pending lawsuis, judgments under appeal, unsetled disputed claims,
unfilled purchase orders and uncompleted contracts. Contingent labilities should be disclosed within the
financial staemenis (including the notes) when there 5 a reasonable possibility a loss may have been
incurred. G uaraniees, however, should be disclosed even though the possibility of loss may be remote.

COSTSHARING MULTIPLE-EMPLOYER PLAN. A single plan with pooling (costsharing) armangemsenis
for the participating emplovers. Al risks, rewards, and costs, including benefit cosis, are shared and are
not atiributed individually o the emplovers. A single actuarial valuaton covers all plan members and the
same coniribution mie(s) applies for sach emplover,

CURRENT FINANCIAL RESOURCES MEASUREMENT FOCUS Measurement focus according to which
the aim of a set of financial statements is to report the nearderm {current) inflows, outflows, and baknces
of expendable (spendable} financial resources. The current financial resources measurement focus is
unigue to accounting and financial reporting for State and local governments and is used solely for
reporting the financial position and resuls of operations of govemmental funds.

DERT. An obligation resulting from the borrowing of money or from the purchase of goods and sewvices,
Debis of governments include bonds, ime warranis, and notes.

DEBT SERVICE FUND. A fund established to account for the accumulation of resources for, and the
payment of, general longterm debt principal and interest

DEFERRED CHARGES. Expenditures that are not chargeable to the fiscal peried in which they were
made but that are carred as an asset on the balance sheet, pending amorization or other disposition
{e.q., bond ssuance costs). Deferred charges differ from prepaid ftems in that they usually extend over a
long period of time (more than five yvears) and are notregularly recurring costs of operation.

DEFERRED INFLOWS AND QUTFLOWS OF RESCURCES. The consumption or acguisition of net
assets in one period thatare applicable w future pericds.

DEFICIT. (1) The excess of the labilites of 2 fund over Iis assets. {2) The excess of expenditures 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 certaln period of time; the amount specified usualy is a
function of one or more faciors such as age, yvears of service, and compensation,

DEPRECIATION. {1) Explration in the service life of capital assets, other than wasting asseis, atiribuia ble
to wear and tear, deterioration, action of the physical elements, inadequacy, and obsolescence. (2) The
poriion of the cost of a capiial asset, other than a wasting asset, charged as an expense dwing a
pariicular 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 & ultimately charged off as an expense.

DUE FROM OTHER FUNDS. An asset account used o indicate amounts owed to a partdcular fund by
another fund for goods sold or services rendered. This account includes only shortterm obligations on
open account, not interfund loans.,

DUE TO OTHER FUNDS . A liability account reflecting amounts owed by a particular fund © another fund
for goods sold or services rendered. These amounts include only shortterm obligations on open account,
not interfund loans.,

ECONOMIC RESOURCES MEASUREMENT FOCUS . Measurement focus under which the aim of a set
of firancial statements is 1o 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 wel
as for governmentwide financial reporting. itis also used by business enterprises in the private sector.
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ENCUMBRANCES. Commimments related o unperformed {executory) contracts for goods or services.
Used in budgeting, encumbrances are not GAAP expenditures or labilities, but represent the estimated
armount of expenditres ultimately to result if unperformed contracts in process are completed.

ENTERPRISE FUND. Proprieiary fund type used to report an activity for which a fee is charged to
external users for goods and services,

EXPENDITURE-DRIVEN GRANTS. Governmentmandated or voluntary nonexchange transactions in
which expenditure is the prime factor for determining eligibiiity. Also referred W as reimbursement grants.

EXCHANGE-LIKE TRANS ACTION. Transaction in which there & an identfiable exchange betwean the
reporting government and another party, but the values exchangsd may not be guite egual or the direct
benefits of the exchange may not be exclusively for the parties to the exchange.

EXPENDITURES, Decreases in net finrancial resources. Expenditures include current operating expenses
requiring the present or future use of net position, debt service and capital outhys, and intergovernmental
granis, entidement, and shared revenues.

EXPENSES. Outflows or other using up of assets or incurrences of liabiliies {or a combination of both)
from delivering or producing goods, rendering services, or canying out other activities that constitute the
entity's ongoeing major or central operations.

EXTERNAL AUDITORS. Independent auditors typically engaged to conduct an audit of a government's
financial saements.

EXTERMAL INVESTMENT POOL. An armangement that commingles (pools) the moneys of more than
one legally separate entity and Invests, on the paricipants’ behalf, in an investment portfolio; one or more
of the parficipants s not part of the sponsors reporting entity. An extermnal investment pool can be
sponsored by an individual government, jointly by more than one government, or by a nongovernmenial
entity. An investment pool that is sponsored by an individual St or local government ks an external
investment pool ¥ # includes participation by a legally sepamte entity that 5 not part of the same reporting
entity as the sponsoring government I a govermmentsponsored pool includes only the primary
govermnment 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
bstween willing partes, other than in a forced or liguidation sale.

FIDUCIARY FUNDS. The wust and agency funds used to account for assets held by a government unit in
a rustee capacity or as an agent for individuals, private organizations, other govermnment units, andjor
other funds.

FINANCIAL RESOURCES. Resources that are or will become available for spending. Financial
resources include cash and resources ordinarily expected to be converted t©o cash (e.q., receivables,
investments). Financial resources may also include inventories and prepaids (because they obviate the
need to expend current available resources).

FISCAL AGENT. A fiduciary agency, usuaily a bank or county treasurer, who performs the functon of
paving debt principaland interest when due.

FUND. A fiscal and accounting entity with a seif-balancing set of accounts in which cash and other
fimancial resources, all related liabilities and residual equities, or baknces, and changes thersin, are
recorded and segregated to camy on specific activittes o atlain certain objectives in accordance with
special reguiations, restictions or Bmitations.

FUND BALANCE. The difference between fund assets and fund Habilites of governmental and similar
wust funds.

FUND FINANCIAL STATEMENTS. Basic financial staterments presented on the basis of funds, Term
used in contrastwith governmentwide financial siatements.
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FUND TYPE. Anvone of seven categories into which all funds are classified in governmental accounting.
The seven fund types are: general, special revenue, debt service, capital projects, enterprise, internal
sepvice, and tust and agency.

GENERAL REVENUES. All revenues that are not required to be reported as program revenues. Al
taxes, even those that are levied for a specific purpose, are general revenues and should be reported by
wpe of ax ~ for example, property tax, sales @y Wansient orcupancy . All other nontax revenues
{including interest, gramts 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 of five governmenial fund wpes and tvpically serves as the
chief operating fund of the government The General Fund is used © account for all financial resources
except those required to he accounted for in another fund.

GENERALLY ACCEPTED ACCOUNTING PRINCIPLES (CGAAP). The conventions, rules, and procedures
that serve as the norm for the fair presentation of fimancial siatements. The various sources of GAAP for
S tate and local governments are set forth by S tatements 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 ransactions of governments,

GOVERNMENTAL ACCOUNTING STANDARDS BOARD (GASB). The ulimate authoritative accounting
and financial reporting standard-setting body for State and local govermnments. The GASB was
es@blished in | une 1984 10 replace the Natonal Council on G overnmental Accounting (NCGA).

GOVERNMENTAL FUNDA . Funds generally used o account for taxesupponted activiies. There are five
different types of governmenta! funds: the General Fund, special revenue funds, debt service funds,
capital profects funds, and permanent funds.

GOVERNMENT-WIDE FINANCIAL STATEMENTS. Fimancial sttements that incorporate all of a
govermnment's governmental and businessype activitles, as well as s nonfiduciary component units,
There are two basic govermmentwide financial statements: the statementof net position and the statement
of activities. Both basic governmenta! financial seements are presented using the economic resources
measurement focus and the acorual basis of accounting.

INFRASTRUCTURE, Long-ived capial assets that normmally are stationary in nature and nonmally can be
preserved for a significantdy greater number of yvears than most capital assets, Examples of infrastruciuire
assets include roads, bridges, tunnels, drainage systerns, water and sewer systems, dams, and lighting
systems.

INTERFUND RECEIVABLE PAYARLE. Shortierm loans made by one fund to another, or the current
portion of an advance o or from another fund,

INTERFUND TRANSFERS. Flow of assets {such as cash or goods) between funds and blended
componernt units of the primany government without equbvalent flows of assets in return and without a
requirement for payment

INTERNAL S ERVICE FUND. A furd used to account for the financing of goods or sewvices provided by
one depariment or agency 1o other depariments or agencies of a government, or to other governments,
on a costreimbursement 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 service recipients and in which the
govermnment retaing an ongoing financial imerest
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LAPSE. As applied t© appropriations, the automatic terminaton of an appropriation. Except for
indeterminate appropriations and continuing appropriations, an appropriation is made for a cerain period
of dme. At the end of the petiod, any unexpended or unencumbered balance thereof lapses, unless
otherwise provided by law.

LEASE-PURCHASE AGREEMENTS. Contractual agreements that are termed leases, but that in
substance are purchase contracts.

LEGAL LEVEL OF BUDGETARY CONTROL. The level at which spending in excess of budgeted
amounis would be a violation of law.

LEVEL OF BUDGETARY CONTROL, The level at which 2 government’s management may not reallocate
resources without special approval from the legislative body,

LIABILITIES . Probable funsre sacrifices of economic benefits, arising from present obligations of a
paricular entity to ansfer asses or provide services 1o other entities in the future a5 a result of past
wansactions or events.

LOANS RECEIVABLE. An asset account reflecting amounts  loaned to individuals or organizations
external to a government, including notes faken as security for such loans. Loans to other funds and
governments should be recorded and reporied 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 abvays a major fund, Otherwise, major funds are funds whose
revenues expendinires, asseis, or labilites are at least 10 percent of corresponding totals for all
governmental or enterprise funds and atleast S percent of the aggregate amount for all governmental and
enterprise funds for the same item. Any other governmental or entemprise fund may be reported as a
major furd i the government's officials believe that fund s particularly imporant © financial satement
users.

MANAGEMENT'S DISCUSSION AND ANALYSIS. A compenent of reguired supplementary information
used 1o inroduce the basic financial staterments and o provide an anabtical overview of the entity’s
financial actvites.

MEAS UREMENT FOCUS. A way of preseniing an entity’s financial performance and position by
considering which resources are measured {(firancial or economic) and when the effects of ransacions
or events nvolving those resources are recognized (the basis of accounting:. The measurement focus of
governmentwide financial statements, proprietary fund financial smtements, and fiduciary fund financial
sttemenis is economic resources. The measurement focus of governmental fund financial statemenis is
current financial resources.

MODIFIED ACCRUAL BASIS. The accrual basis of accournting adapted to the govemmental fund-type
measurement focus. Under it revenues and other financial resource increments (e.g., bond issue
proceeds} are recognized when they become susceptible to accrial, that is when they become both
“measurable” and “available 1o finance expenditures of the cument period.” “Available” means collectible
in the curent period or soon epough thereafter to be wsed o pay labilies of the current period.
Generally, expendiures are recognized when the fund lability &5 incurred. All governmental funds,
expendable trust funds, and agency funds are accounted for using the modified accnal basis of
acoounting.

NET INVESTMENT IN CAPITAL ASSETS . Net investment in capiial assets consists of capital assets, net
of accumubited depreciation, reduced by the outstanding balances of bonds, mongages, notes, or other
horrowings that are atributable to the acquisifon, 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 between assets and deferred outflows of resources and liabilies 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 infact
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OTHER FINANCING SOURCES. An increase in current financial resources that is reported separately
from revenues to avoid distorting revenue wends. The use of the other financing sources category is
limited 1o items so classified by GAAP.

OTHER FINANCING USES. A decrease in current financial resources that is reported separately from
expe nditures 1o avoid distoring expenditure wends. The use of other financing uses category is limited 1o
temns so classified by CAAP.

OVERLAPPING DERT. The proportionate share that property within each government must bear of the
debis of all local governments located wholly or In part within the geographic boundaries of the reporting
government. Except for specil assessment debt the amount of debt of sach unit applicable o the
reporting unitls arrived atby (1) determining what percentage of the total assessed valye ofthe overlapping
jurisdiction Hes within the lmits of the reporting unit, and (2} applving this percentage o the total debt of
the overlapping jurisdiction. $ pecial assessment debt 5 allocated on the basis of the o of assessment
receivable in each jursdictdon, which will be used wholly or In partto pay off the debt, to total assessments
receivable, which will be used wholly or in partfor this purpose.

PROGRAM REVENUES. Term used in connection with the governmentwide statement of activides,
Revenues that derive directly from the program #iself or from parties outside the reporting government’s
axpayers or citizenry, as a whole; they reduce the net cost of the funciion 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: enterprise funds and internal service funds.

PRIVATE PURPOSE TRUST FUND. Trust fund used to report resources of other trust amangements in
which principal and income benefitindividuals, private organizations, or other govermnments.

REBATAELE ARBITRAGE. A wrm used in connection with the relwvestment of the proceeds of -
exeimpt debt A requirement to remit to the Federal government interest revenue in excess of interest
o515 whean the proceeds from the sale of mcexempt securities are reinvested in a toable money market
instrument with a materially higher vield.

REPORTING ENTITY. The oversight unit and all of its component units, if any, that are combined in the
CAFRBFS.

REGQUIRED SUPPLEMENTARY INFORMATION. Consists of statements, schedules, statistical data, or
other information which, according to the GASB, is necessary to supplement, although not required to be
a part of the hasic financial statements.

RESERVED FUND EALANCE. The portion of a governmental fund's net position that is not available for
appropriation.

RESTRICTED ASSETS. Assets whose use is subject to constraints that are either (1) extermally 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 legisiation.

RESTRICTED FUND BALANCE, Amounts with constiaints placed ontheir use that are sither (1) extermally
imposed by creditors, grantors, contributiors, or Bws or regulations of other governments; or {2} imposed
by law through constitutional provisions or enabling legishtion.

RESTHRICTED NET POSITION. A component of net position calculated by reducing the canrving value of
restricted assets by the amount of any related debt outstanding.

REVENUE BONDS. Bonds whose princinal and imerest are pavable exclusively from eamings of an

enterprise fund. in addition 1o a pledge of revenues, such bonds sometimes contain a mortgage on the
enterprise fund's property,
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RiISK MANAGEMENT. Al the ways and means used to avoid accidental loss or 1o reduce Its
consequences if it does occur.

SELFINSURANCE. A term often used to describe the retention by an entity of a risk of loss arising out of
the ownership of propeny 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 1o fund any related losses. Because no insurance is involved, the term selff-insurance 5 a

{THE RO,

SINGLE ALIDIT. An audit performed in accordance with the Single Audit Act of 1897 and Office of
Marmagement and Budgets (OMB) Circular A-133, Audits of Siate, Local Governments, and Non-P rofit
Organizations, The $ingle Audit Act allows or requires governments (depending on the amourt of Federal
assistance received) to have one audit perdformed to meet the needs of all Federal agencies,

SPECIAL DB TRICT. An independent unit of local government organized © perform 2 single government
function or a restricted number of related functions. S pecial districts usually have the power o incur debt
and levy taxes; however, certain types of special districts are entirely dependent upon enterprise earnings
and cannot impose taxes. Examples of special districis are water districts, drainage districts, flood control
districis, hospita! districts, fire protection districts, transit authorities, port authoriies, and electric power
authorities.

SPECIAL REVENUE FUND. A fund used to account for the proceeds of specific revenue sources {other
than expendable rusts or major capial 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 retreable only from mx collections, and freguently only from the proceeds of
the tax and revenues levy whose collection they anticipate.

TRUST FUNDS . Funds used 1o account for asses held by a government in a gustee capacity for
individuals, private organizations, other governments, and or other funds.

UNASSIGNED FUND BALANCE. The residual chssification for the County’s General Fund that includes
amounts not contained in the other classifications. in other funds, the unassigned classification is used
only # expendiures incurred for specific purposes excesd the amounts restricted, committed, or assigned
10 those purposes.

UNQUALIFIED OPINION. An opinion rendered without resepvation by the independent auditorthat financial
statements are fairly presented.

UNRESERVED FUND BALANCE. That poriion of a fund balance available for spending or appropriation
in the future.

UNRESTRICTED NET POSITION. That portion of net position that is neither restricied nor invesied in
capital assets (net of related debi,
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County of Santa Cruz
STATEMENT OF INVESTMENT POLICY

Under the laws of the State of California,it is the responsibility of the County Treasurer, af the divection
of the Board of Supervisors, to seoure and protect the public funds of the County and the participants of

............

anticipated to provide additional benefit to the people of the County of Senta Cruz. In addil

County Treasurer acts as the Treasurer, cash manager, and lnvestor for o 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 separately. 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 of Investment Policy will be provided annually for the review of the Treasury Oversight
Commission and the approval of the Board of Supervisors in an open public meeting.

EASU

COUNTY TH

...........

Comtpolles- TreasurerTax Collector,

SCOPE

This Statement of Investment Policy pertains to those temporarily exoess funds under the control of the
Treasurer, desipnated o the daily ongofig operations of the County and pool participants; andeoncerms
the deposit, maintenance, and safekecping of all such funds, and the investments made with these funds.
This Policy does not apply to pension moneys, deferred compensation funds, trustee, and certain other

non-operating funds not participating in the County Investment Pool.

PURPOSE OF POLICY STATEMENT

investing those pooled funds deemed temporarily excess.
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TREASURY OBJECTIVES

The primary objective of the Treasurer is to protect the safety of the principal of the County Investiment
Poo! through the judicious purchage of those legal investments permitied to local agencies, as defined
in the Siate of California Government Codes, consistent with current conditions and the other dominant
objectives pursuant to managing a local agency portfolio, namely:

tin ol fiﬁczpai
placed in investments by aveiding decisions that might result in losses through either fraud,
default, or adverse miarket conditions. Import isalso accorded the protection efaccrued interest
earned on any investment tnstrument.

Liguidity: Itis imperative that most investments be in items that are immediatcly negotiable, as
the portfolio is a cash management fund. It shall always be assumed that all investments could
require immediate liquidation in order to meet unexpected cash calls.

Availability: Due to the nature of a public funds portfolio, it is mandatory that moneys be
available io meet the monetary requirements inherent to operating a public entity. Thus funds

2 high

ish in a

depres of Houidity and availability, that is, in securities easily sold or converted te
timely manner, with little or no loss of inlerest Camings.

Vield: While it 8 congidéred désirable to obtain a vield commensurate to current market
conditions; yield shall not be the driving force in determining which nvestmends are to be
selested for purchase. Yield is definitely considered to be of much lesserimportance than safety,
liguidity-or availability.

The Treasurer places invesiments with the objective of obtaining a yield commensurate to current
market conditions, not attempting to maximize yicld 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
hazardous conditions. The portfolio will be managed very con servatively, but actively enough to avert
avoidable losses duc to adverse market conditions.

hvestivent of the County’ ¢ fids, Thig rule states in principle:

“THeH vesting, reinvesting, pirchusing, dequiring, exchanging, selling: or managing public
Finds; atrustee shall act with care, S, prudénce, and diligence under the Givcumstnees then

provailing, including, but not limited to, the general economic conditions and the anticipated
needs of the agency, that a prudent investor acting in a like capacity and famitiaritywith those
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matters would use in the conduct of funds of a like character and with like aims, to safeguard
the principal and maintain the liquidity needs of the agency.”

The Treasurer, and those acting for the Treasurer, are considered to have a fiduciary, trustee,

County Treasurer has been delegated theauthority to invest and relnvest the fimds of the County andthe
funds of other depositors in the County Pool.

While the Treasurer has final regponsibility for all investment decisions, other Treasury personnel may
aid in the day-to-day operations. Those staff members, in addition to the Treasurer, currently authorized
to act on behalf of the County, as of the date entered on this Policy, are listed below. This listis subject
to change, and those parties 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 stalf member.

Authorized Personnel Tile
Josephine Burke Accounting Technician
Minerva lTorres Senior Accounting Technician
Pravid Zweig 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 settiement 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.
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DESIGNATED SERVICE BANK

The Treasurer shall designate a State or Federally chartered bank operating within the State of
California to serve as the County’s Primary Service Bank. The Treasury shall use this bank asa
clearinghouse for all funds.

legality of certain typesof invesiment vehiclesdor a:Californialecalageney’ s portiolie. Therehy, vnder
fio Chrcuistances 1ths Treasurer permitied to purchase an investinent thatisnotspecifically 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 Jegal 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 authorized at this #ime. Funds placed in the State’s Local Agency Investment
Fund (LATF)Y shall follow the Hmitations placed on these deposits by the State and may-ehange in
accordance with these restrictions:

Though these Government Cotle sectibns define the inVesiment types dnd terms permissible to the
Treasurer, the Treasurer will mot:

five vears, unless it confdins a non-retractable “put” exercisable within five years. In
other words, sucha soeurity cannot be purchased by the Treasurer unless 1 permits the
investor the uneestvictad choite of selling the security back to the issuer at paryorabove,
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.

the coupon changes.
¢ Enter into a reverse repurchase agreement.
e Purchase any Collateralized Morigage Obligations.
¢ Lend securities.

e Investin futures or options.
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Nothing in the preceding prohibitions is intended to preclude the purchase of authorized investments
that are callable.

on Investments™ that were in etfect when the Board of Supervisors approved this policy. When these

constraints and restrictions change, a dopy will be immediately sent to members of the .’I?magmy

more restrictive than those of the Poliey, but may mof be less restrictive. Investment professionals
should be aware of these temporary conditions in order (o save time and best serve the County.

AUTHORIZED DEALER LIST

Authorized Dealer List Forafinmtobecome authorized it must first demonstrate that it wi
to the Treasurer’s efforts 1o best manage the cash portfolis, a5 well as Rl certain other minimum
requirements. Preference will be given fo primary dealers or others who possess a sirong gapital

capacity and willingness to make & market in the various fixed income securities that the County hioids.

ittt of $50:million in capital or;
2) Bea Primary Dealer of the Federal Reserve Bank of New York or;

3) Beadepariment or subsidiary of an insured bank with minimum assets of $500 million that the
County has a comprehensive banking relationship with or;

4) Bew broker operation properly licensed to deal with local agencies in California thathas capital
of not legs than $5 million, thit fs not directly ivoived in theactual custody, and transfer of
money orseourities purchased or sold by the County, but that represents establizhed accounts
opened in the County name at thése firms meeting the requirements of this section, wherein ail
dealings would be the responsibility of the dealer operation, and wherein all déliveries,
payinenits, writtési confirmiation, ete. will otiginate with the qualified dealevoperation and are

sent directly to the County.
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If meeting the above requircmecnts, a salésperson may apply to become an Authorized Dealerbysending
to the Treasurer their most recent annual and interim audited {inancial statements and a letter furnishing:

1) Their reasons for believing they would add value to the present coverage; and,

thiey as a fom, regularly fssue or regularly hold dealer trading positions injand,

3) & dist-of five references, at least three being California local agency treasurers; including
telephione nimbers and emall addresses that the Treasurer of Bis represcntative may contact.

The Treasurer will initinte an investigation of the applying salesperson and the firm through various

.......

participation, knowledge, reputation, and financial stability. All salespeople and their supervisors will
be cxpected 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 work with the Treasurer and staff, The Treasurer will review all new requests annually, and if
the decision is made that additional dealers would be bencficial to best service the portfolio’s necds,
those dealers selected will be informed of their addition to the Authorized Dealer List. All dealers are
subject to remaval from the Authorized Dealer List at any time, solely at the discretion of the Treasurer.

Slmilar restrictions and forms will be required of those finms 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 gualified to provide,
whercin some of the requirements of this section may be waived.

Neither the Treasurer, nor any member of the Treasurcr’s staff, may accept any gift, honoraria, gratuity

ot service of value in violation of the regulations set forth by the Fair Bolitical Practices Cominission,

the Governmett Codes, additional Nimitations set forth by County ordinance, or internal requirements of
ng any

s

Bisiness with any broker, dealer, or securities Srm that has made a political contibation within any
consecutive 48 menth period beginning January 1, 1996, in an amount sxeeeding the lmitation
contained in Rule G37 of the Municipal Securities Rulemaking Board, to the County Treasurcr or any
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THE COUNTY TREASURY OVERSIGHT COMMISSICGN

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:

by The County Supenintendent of Schools; or designes.

) A representative selected bya majority of the presiding officers of the govering 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

Restriction of Members - All members of the Treasury Oversight Commission are restricted as
follows:
s A member may not be employed by an entity that has (a) contributed to the campaign of a
candidate for the office of local treasurer; or (b) contributed fo the campaign of a candidate to be
a member of a legislative body of any local agency that has deposited funds in the county
treasury, in the previous three vears or during the period that the employee is a member of the
gomission.

treasury while a member of the dommission. __
s A member may not secure employment with, or beemployed by, bond underwriters, bond

The Treasurer will annually provide a copy of the Investment Policy for review and monitoring by the
Treasury Oversight Commission. The Treasurer will provide a rcport 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, moniior the activities of the Treasurer, and cavse to be performed

............

The Treasury Oversight Commission shall have no authority to direct the process or daily ope
any portion of the Treastry department, nor shall the Commission play any role in determining which

7
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banks, firms, or individuals the Treasurer 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.

5

the current financial condition of the sum total of the Pools’ agencies, the conditions of the marketplace,
as well as the cash flow projections and the potential for changes in the 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 expenseof another
or others within the Pool. If the Treasurer determines that a request for a withdrawal 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 Treasurer must legally deny the request, or
find a means of neutralizing the harm to all those affected. E

Funds will be accepted at all imes, in the manner prescribed, from those lotal agencies whire the
County Treasurer is also the Treasurer for the local ageney, or from any agencies that by statute must
place their money in the County Investmont 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
tocal anency for a period of at Teast one yoar, the local agency may petition the County Treasurer to
invest that portion of the local agensy’s excess funds in a specific investment under the conite of
the Cotitity Treasurer, Such a petition should state the nature of the funds the legislative body
wishes to invest specifically, and the reasoris why the legislative body believes a specific investment
is a preferable and viable alternative to the general Pool participation. Should the Treasurer
determine that the request for a specific investment is valid and not overdy counterproductive to the
Pool a5 a whole, the Treasurer will consult with the local ageney’s legislative body, or its gppointed
represenlilive, o suggest and determineexactly what investment(s) shiould be purchased to fulfill

the needs-of the loeal agency. The Treagurer will then purchase the specific investrent(s) ypon
teceint 6fa wiitten resolution, issued by the legislative body of the local agency, requesting the
specific investment. The resolution must acknowledge that the local agency’s lepislative body takes

full responsibility for the decision to purchase the specific investment(s}, and that should conditions
8
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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 Governm

bodies, required to have thelr funds within the Pool, to withdraw funds from the Pool in ords
otitside the County Pool in aby mianaer, 4t Jay time without specific permission of the Treasurer. Any
such investments shall be either terminated and all fund

Pool, terminate the investment at the current marketvalue and credit the local agency with the proceeds,
or place the seourity in the name ofthic I8¢l agency as a spetific investrment.

MONEY VOLUNTARILY INVESTED WITH 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

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 accepted into the
County Investment Pool. Such terms may exceed minimum requirements set forth in the Government
Cédes.
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POOLING FUNDS AND DISTRIBUTING EARNINGS

Funés available from all sources may be pooled in oréer ’i,O achieve greater investment pﬁtential The

the g}@@i during the month,

Funds placed in specific invesiments earn the vield of the investment, not the return carned by'the Pool.
Earnings on specilic dnvestments will be démihm@ﬁ within thirty daysof receipt: The Treasury will

charge the cost of administration against the earnings of the spetific iInvestment.

INGC

CALCULATING A

The County Treasurer, following the criteria outlined by the Federal Office of Management and Budget
Circular A-87, will determine the “administrative cost” of investing or handling of funds as well as the
cost of equipment which expedites processing. This cost shall be deducted prior to interest
apportionment and shall be shared proportionately by all pooled and specific investments.

The Treasturer will fépoit'to the Board of Supervisors and the Treasury Oversight Comumission on a
qmmﬁ} 'Emasm the h@iﬁmg& status, aml eammgﬁ ofthe p@ﬁf@h@ The Statement of Emasimem Policy

ﬁf Supervisors prior to thess &ﬁt@m‘i},@m b&mg adopted.

The Treasurer reports monthly t6 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.

10



EXHIBIT A

ALLOWABLE INVESTMENT INSTRUMENTS PER STATE GOVERNMENT CODE

(AS OF JANUARY 1, 2615) ¢
INVERT P %@ﬁ%}@gw SPECIFIED %
OF PORTHOLIO
A LOCAL AGERCY BONDS 5 YHARS MONME
n LLE, TREASURY 5 YEARSE NOWE NONE
OBLIGATIONS
e STATE OBLIGATIONS 5 YEARS NONE HONE
~-CA ANDOTHERS
D CA LOCAL AGENRCY SYEARS NONE HWONE
OBLIGATIONS
B US AGENCY OBLIGATIONS SYEARS NONE NONE
v BANKERS® ACCEPTANCES 180 DAYS A0%% NOME
COMMERICAL PAPER b ZT0 DAYS 40% “A-f ¢ Ifih@iESHé’?
Bz isswed Tovptornl
G deht it must be rated
“47 withowt regard to
wpodifiers
i NEGOTIABLE 5 ¥YEARS 0% d NOME
CERTFICATES OF DEPOSIT
i D PLACEMENT SERVICES 5 YEARS s 4 HNONE
; REPURCHASE 1 YEAR NONE WONE
AGEEEMENTS
BEVERESE BERLRCHARE o2 DAVE 0% OF THE WONE
K AGREEMENTS AND BASE VALUE OF
SECURITIES LENDING THE PORTFOLIO
AGREEMENTS
| | MEDIUM-TERM NOTES c e 5 YEARS 30% “A” Rating
MUTUAL FUNDS AND N/A 20%/ MU TIPLE®
M| MONEY MARKET MUTUAL
?%«j}%@g Sl
N CEBRLATERALIZED BANK SYEARE WONE RONE
i}g?%’}%g?& ..........
0 MORTOAGE PAEE: SYEARE T “AhAT RATENG
THROUGHSECURITIES | i
p BANK/TIME DEPOSITS IWEARS HOME HONE
o | JOINT POWLES NiA NONE MULTIPLE *
AUTHORITY POOL
LOCAL AGENCY N/A NONE NONE
INVESTMENTEURD (LATF
5 SUPRANATIONALS SYEARB 36% WA AT ROATENG §

11




EXHIBIT A

a. Sources: Sections 16429 1, 5360,
53601.8, 53635, 53635.2, and 53638

b. No more than 10 percent of the agency’s
money may be invested in any one issuer’s
commercial paper.

¢ Issuing corporation must be orgonized and
in excess of 8500 million.

d. No more than 30 percent of the agency s
under Sections 53601 .8, 536358

and 33601 6).

e. “Medium-term notes” are defined in Seciion
53601 as “all corporate and depository
institution debt securities with a maximum
remaining maturity of five years or

less, issued by corporations organized and
operating within the U.S. or by depository
institutions licensed by the U.S. or any:stgte
and operating within the US.”
£ No more than 10 percent invested in any
one money market mutuai fund

the highest ranking by not less than two
nationglly recogrized statistical rafing organizations
or relain an invesiment advisor

registration and who has notless than five
years experience investing in money market
instruments with assets under management
in excess of $500 million.

. A joint powers authority pool must refain
an invesiment advisor who is registered
with the SEC (or exempt from regisiration),
has assets under management in

excess of $500 million, and has af least five

authorized by Section 33601, subdivisions

{d 16 (B}

i; Includes International Bonk for Reconstruction

and Development, International Finance Corporation,
or Biter-Amevican Development Bank eligible for
purchase or.sale within the United States

12



EXHIBIT B

Temporary Constraints and Restrictions on Investments

shall not excesd 10% of the total portfolio

B. US Treasury obligations. The Treasurer currently invests in US Treasury obligations. US

very strong lguidity and high creditquality. There is no Hmit on the percentage of the portfolic in US
Treasuries.

C. State of California Obligations. 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.

0. ‘Obligations of another Califoruia foeal agency. The Treasurerdoes not currently purchase these
securities due to lax considerations, but may purchase taxable issues. The total of such issies, along
with Jesties Trom ‘A7 and “C° above, shall ot exceed 10% of the overall portfolio, LAIF investments

{see ‘R’ below) shall not be included when caleulating this percentage, nor shall investments i joint
powers authority pools (see “Q° below) that reserble money market muinal fonds such as GAMP and
CALTRUST. Maximum investments 18 LATF shall be governed by the maximum permitted by the

of bond proceeds not made through the pool.

I, Ubiligations of thié various Federal Agenvies, The Treasurer currently doesmot investinany long
term pooled securities issued by GNMA, FHLMC, SBA, or any federal agency with a matiifity 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 purchasc of any particularagency’s
secutities 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 100% of the portfolio. The GSEs
referred 1 above include PHLMC, FNMA, FHLEB and FFCRB.

ers acceptances from those bank

¥, Bankers Acceptamce. The Treasurer currently purchases ba
ated “AA" or Higher by both Moody'sand Standard and Poor's rating agencies. Additionally, the

Treasurermonitors; and therefore may possibly elininate those bariks whese marketability afid lquidity

thdy be considered sugpect dite to their pricing within the secondary markets. Foreign banks:shall be

headquartersd in certain Western Buropean countries, Canada, or Japan. For additional potential
testrictions see section °8 below.
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EXHIBIT B

G. Commercial Paper. The Treasurer currently does not allow the percent of commercial paper to
exceed 25% of the total portfolio: See section *% below for additionsl restrictions on: particular

rating of Al / P or better from both Moedy’s and Standard and Poor™s rating agencies. Additionally,
the Treastirer motitors, and therefore miay 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 Treasurer currently is not
purchasing NCD with maturities greater than one year. Please see sections ‘P’ and °S’ below for

additional restrictions on non-negotiable Certificates of Deposit (CD) purchases.

1. Certificate of Deposit (CD) Placement Services. The Treasurer may invest or participate in CD
Placement Services. See section ‘P’ below for restrictions on time deposits.

securities as collateral will be priced to market and collateralized at a minimum 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 requircments as purchased securities.
Repurchase Agreements will not be entered into for periods longer than ninety days. Repurchase
Agreemient contiracts will be on file for any dealer with which the County does Repos. See section ‘S’
belowe for other potential restrictions on Repo collateral.

K. Reverse Repurchase Agreemeents. The County Investment Policy does not allow the Freasurerto
enter into reverse repurchase agreements.

the portfolio.
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EXHIBIT B

collateralived bank deposits beyvond those in the Codes.

O, Mortgage Pass-Through Securities. The Treasurer does not invest in Mortgage pass«hrough
securities nor in any collateralized morlgage investmentis.

P. Bank/Time Deposits. The Treasurer will enter into contracts for time deposits (including CDs) of
amounts greater than $250,000 only with those banks that meet the requirements for investment in
NCD. Time deposits of less 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.

R, Lowal Agency Investment Fund (LATF). The Treasurer does owrrenily nvest in LAIF. The
carrent limit is 565 million as defermined by the State.

8. Expesure Limits. Presently the total exposure to'any one issuer, when totaling all types of
securities shall not exceed 10% of the total portfoliv on date of purchase. Exceptions o this Timit

T, Lending Sccurities. The County Investment Policy does not allow the County Treasurer to lend
securities. -

L. Pa
fithires Or options. The plrchiase of callable securitiesis permitted.

V. Wisturitics over Three Years. Any investment made with amaturity exceeding three years shall
require prior written approval of the Treasurer. The Treasurer may provide temporary exemptions for
specific emplovees for 4 periodnot to exceed pne vear such that each individual investtnent shall not
require specitic approval,
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EXHIBIT B

X. Calculating Limits. State law states that all required percentages included within investment

Aecessary to sell an investment when chanpes ocour such that the security no longer meetsithe
minitmam requirements of the Codes or the Codes are changed such as to no longer include cértain
gurrent holdings. The Treasurer shall weigh the change in risk and determine whether ornot a

particular security no longer meeting existing or new regulations

Y. Assect backed securities 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 /P1/Fl. The Trcasurer
currently does not purchase medium term notes issued by structured investment vehicles.

7. Supranationals. The Treasurer may purchase United States dollar denominated senior unsecured
unsubordinated obligations issued or unconditionally guaranteed by the International Bank for

1y Citigroup

2) IP Morgan Chase

3) Barclays

4) Roval Bank of Scotland

5} United Bank of Switzerland (UB5)

AB. Bank Restriction. The Treasurer is restricted from engaging as broker-dealer or purchasing bonds
issued by the following bank through October 10, 2017:
1)Wells Fargo
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APPENDIX C
FORM OF CONTINUING DISCLOSURE CERTIFICATE

This Continuing Disclosure Certificate (the “Disdosure Certificate”) is executed and delivered by
the County of Santa Cruz (the “County”) in connection with the issuance of $47,000,000 County of Santa
Cruz, California 2017-2018 Tax and R evenue Anticipation Notes (the “Notes”). The Notes are being issued
pursuant to a Resolution adopted by the County on May 23, 2017. The County covenants and agrees as
follows:

SECTION 1. Purpese of the Disclesure Certificate. This Disclosure Certificate is being
executed and delivered by the County for the benefit of the owners and beneficial owners of the Notes and
in order to assist the Participating Underwriter in complyingwith S.E.C. Rule 15¢2-12(b)(5).

SECTION 2. Definitions. In addition to the definitions set forth in the R esol ution, which apply
to any capitalized term used in this Disclosure Certificate unless otherwise defined in this Section, the
fdlowing capitalized terms shall have the following meanings:

“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 inwriting
fromtime totime.

“Dissemination Agent” shall mean Harrell & Company Advisors, LLC or any successor
Dissemination Agent designated in writing by 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
Certificate.

“Official Staterment” shall mean the final Official Statement dated June 6, 2017, relating to the
Notes.,

“Participating Undenwriter” shall mean 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 repesitory so designated by the MSRB
or the SEC.

“Rule” shall mean Rule 15¢2-12(b)(5) adopted by the SEC under the Securities Exchange Act of
1934, as the same may be amended from time to time.

“SEC” shall mean the Securities and Exchange Commission.
“State” shall mean the State of California.

SECTION 3. Provision and Content of Quarterly R eports.

(@ The County shall, not later than October 31, 2017, provide to the Repository a B udget
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 by the B oard of Supervisors.

(b The County shall, not later than Octcber 31, 2017, January 31, 2018 and April 30, 2018,
provide to the R epository a Quarterly Report which contains a quarterly update of the information foundin



Table No. 12 of the Official Statement for the Notes for the quarter ending September 30, 2017,
December 31, 2017 and March 31, 2018, respectively.

(0 Not later than 5 B usiness Days prior to the date specified in subsection (a) for providing
the Quarterly Report to the MSRB, the County shall provide the Quarterly Report to the Dissemination
Agent (if other than the County).

(b I f the County is unable to provide to the MSRB a Quarterly Report by the date required in
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 ocaurrence of any of the following events with respect to the Notes:

1. Principal and interest payment delinguencies.

2. Unscheduled draws on debt service reserves reflecting financial difficulties.

3. Unscheduled draws on credit enhancements reflecting financial difficulties.

4, Substitution of credit or liquidity providers, or their failure to perform.

5. Defeasances.

6. Rating changes.

7. Tender offers.

8 Bankruptey, insolvency, receivership or similar event of the obligated person.

9. Adverse tax opinions, the issuance by the Internal Revenue Service of proposed or

final determinations of taxability, Notices of Proposed Issue (IRS Form5701-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 following events with respect to the Notes, if material:

1. Nonpayment related defaults.

2 Modifications to rights of security holders.

3. Ncte calls.

4 The release, substitution, or sale of property securing repayment of the securities.

5. The consummation of a merger, consdlidation, or acquisition involving an
obligated person or the sale of all or substantially all of the assets of the obligated
person, other than in the ordinary course of business, the entry into a definitive
agreemment to undertake such an action or the termination of a definitive agreement
relating to any such actions, other than pursuant to its termes.

6. Appointment of a successor or additional paying agent, or the change of hame of
a paying agent.



(0 Time 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, inatimely manner not in excess of 10 business days after the occurrence of the Listed Event.
Notwithstanding the foregoing, notice of Listed Events described in subsections (a)(5) and (b)(3) above
need nct be given under this subsection any earlier than the notice (if any) of the underlying event is given
to owners of affected Notes under the Resol ution.

SECTION 5. Termination of Reporting Obligation. The County’s cbligations under this
Disdosure 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 Dissemination Agent, with or without appointing a successor Dissemination Agent.

SECTION 7. Amendment. Notwithstanding any other provision of this Disdosure Certificate,
the County may amend this Disd csure Certificate and any provision of this Disclosure Certificate may be
waived, only if:

(@ the amendment or waiver is made in connection with a change in circurnstances that arises
froma change inlegal requirements, change in law, or change inthe identity, nature, or status of the County,
or type of business conducted;

(b this Disdosure Certificate, as amended, would have complied with the requirements of the
Rule at the time of award of the Notes, after taking into account any amendments or interpretations of the
Rule, as well as any change in circurmstances; and

(© the amendment does not materially impair the interests of owners or beneficial owners of
the Notes, as determined by parties unaffiliated with the County (such as, but without limitation, the
County’s bond counsel).

SECTION 8. Additional | nformation. Nothing in this Disclosure Certificate shall be deermed to
prevent the County from disseminating any other information, using the means of dissemination set forth
in this Disclosure Certificate or any cther 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. 1f 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 Disdcsure Certificate, the County shall have no
obligation under this Discosure Certificate to update such information or include it in any future notice of
occurrence of a Listed Event.

SECTION 9. Default. Inthe event of afailure of the County to comply with any provision of this
Disdosure Certificate any owner or beneficial owner of the Notes may take such actions as may be
hecessary and appropriate, including seeking mandate or specific performance by court ordet, 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 Resdlution, and the sdle remedy under this
Disdosure Certificate in the event of any failure of the County to comply with this Disdosure Certificate
shall be an action to compel performance.

SECTION 10. Duties, mmunities and L iabilities 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, employees and agents,
harmless against any loss, expense and liabilities which it may incur arising out of or in the exercise or
performance of its powers and duties hereunder, including the costs and expenses (induding attorneys fees)
of defending against any claim of liability, but excluding liakilities due to the Dissemination Agent’s
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negligence or willful misconduct. The obligations of the County under this Section shall survive resignation
or removal of the Dissemination Agent and payment of the Notes.

SECTION 11. Benefidaries. This Disclosure Certificate shall inure solely to the benefit of the
County, the Dissemination Agent, the Participating Underwriter and owners and beneficial owners of the
Notes from time to time of the Notes, and shall create no rights in any other person or entity.

Date: June 29, 2017 COUNTY OF SANTA CRUZ, CALIFORNIA

By: _ — -
Auditor-Controller-TreasurerTax Collector

Accepted By:

Harrell & Company Advisars, LLC
As Dissemination Agent
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APPENDIX D

June 29, 2017

FORM OF BOND COUNSEL OPINION

B oard of Supervisors
County of Santa Cruz
701 Ocean Street
Santa Cruz, CA 95060

Re:  $47,000,000 County of Santa Cruz 2017-2018 Tax and Revenue Anticipation
Notes, Final Opinion of B ond Counsel

Members of the B card:

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 R evenue Anticipation Notes (the “Notes”), pursuant to
Article 7.6 (commencing with Section 53850) of Chapter 4, Part 1, Division 2, Title 5 of the
California Government Code (the “Authorizing Law”), and pursuant to Resolution No. 1392017
adopted by the Board of Supervisars of the County on May 23, 2017 (the “Resolution”). The
Nates are being issued to enable the County to meet its budgeted cumulative cash flow deficit.
Capitali zed terms used herein and not otherwi se defined shall have the meanings assigned to them
in the Resolution.

We have examined the Authorizing Law and other statutes and such instruments,
certificates and docurments as we have deemed necessary or appropriate for the purposes of the
opinions rendered below. In such examination, we have assumed the genuineness of all signatures,
the authenticity of all documents submitted to us as originals and the conformity to the authentic
original documents of all documents submitted 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.

B ased 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 power to adopt the Resolution, to
perform the agreements contained therein and to issue the Notes.

2. The R esolution has been duly adopted by the County and constitutes a legal,
valid and binding obligation of the County enforceable against the County in accordance
with its terms.
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B oard of Supervisors
June 29, 2017
Page 2

3. The Notes have been duly authorized, executed and delivered by the County
in accordance with the A uthorizing L aw and the Resolution and constitute legal, valid and
binding obligations of the County enforceable against the County in accordance with their
terms and payable solely from the sources provided therefor in the Resal ution.

4, The Resolution establishes a valid pledge of the revenues pledged thereby
as security for the Notes, in accordance with the terns of the Resolution.

5. Under exi sting statutes, regulations, rulings and court dedi sions, interest on
the Notes is exempt from personal income taxes of the State of California and, assuming
compliance with the covenants 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 owners thereof for federal income tax purposes. |n the further opinion
of Bond Counsel, under existi ng statutes, regulati ons, rulings and court deci sions, 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 by section 55 of the
Code. Receipt or accrual of interest on Notes owned by a corporation may affect the
computation of the alternative minimum taxable income. A corporation’s alternative
minimum taxable income is the basis on which the alternative minimum tax imposed by
section 55 of the Code will 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 owners thereof for federal income tax
purposes. Nonconpliance with such requirements could cause the interest on the Notes to fail to
be exduded from the gross income of the owners thereof retroactive to the date of issue of the
Notes. Pursuant to the Resolution and in the Tax Certificate being delivered by the County in
connection with the issuance of the Notes, the County is making representations relevant to the
determination of, and is undertaking certain covenants regarding or affecting, the exdusion of
interest on the Notes from the gross income of the owners thereof for federal income tax
purposes. In reaching our opinions described in the immediately preceding paragraph, we have
assumed the accuracy of such representati ons and the present and future compliance by the County
with such covenants. Further, except as stated in the preceding paragraph, we express no opinion
as to any federal or state tax consequence of the receipt of interest on, or the ownership 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 permitted upon the advice or approval
of other counsel.

6. I nterest on the Notes is exempt from personal income taxation imposed by
the State of California.
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B oard of Supervisors
June 29, 2017
Page 3

Except as stated in the preceding three paragraphs, we express no opinion as to any federal
or state tax consequences of the ownership or disposition of the Notes. Furthermore, we 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 predi cated
o permitted upon the advice or approval of bond counsel if such advice or approval is given by
counsel other than Rutan & Tucker, LLP.

The foregoing opinions are qualified to the extent the enforceability of the Resdlution and
the Nates may be limited by applicable bankruptcy, insolvency, debt adjustment, reorgani zation,
moratoriumor similar laws or equitable principles relating to or limiting creditors’ rights generally
or as to the availability of any particular remedy. The enforceability of the Resolution and the
Notes is subject tothe effect of general prind ples of equity, including, without |imitation, concepts
of materiality, reasonableness, good faith and fair dealing, to the possible unavailability of specific
performance or injunctive relief, regardess of whether considered in a proceeding in equity or at
law, and to the limitations on legal remedies against governmental entities in California.

Noopinion is expressed herein on the accuracy, compl eteness or sufficiency of the Official
Statement or other offering material relating to the Notes.

W e call attention to the fact that the opinions expressed herein and the exclusion fromgross
income of the interest on the Notes as described above may be affected by actions taken or omitted
Or events occurring or not occurring after the date hereof. W e have not undertaken to determine,
or to inform any person or entity, whether any such actions or events are taken, omitted, occur or
fail to occur.

Very truly yours,
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APPENDIX E

THE BOOK-ENTRY SYSTEM

The fdlowing description of The Depository Trust Company (“ DTC”), the procedures and record
keeping with respect to beneficial ownership interests in the Notes, payment of principal, interest and other
payments on the Notes to DTC Participants or Beneficial Owners, confirmation and transfer of benefidal
ownership interest in the Notes and other related transactions by and between DTC, the DTC Participants
and the Beneficdial Owners is based solely on information provided by DTC. Accordingly, no
representations can be made concerning these matters and neither the DTC Participants nor the Benefidal
Owners should rely on the foregoing information with respect to such matters, but should instead confirm
the same with DTC or the DTC Participants, as the case may 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 information contained in this

Appendix.

No assurances can be given that DTC, DTC Participants or | ndirect Participants will distribute to
the Beneficial Owners (a) payments of interest, principal or premium, if any, with respect to the Notes, (b)
certificates representing ownership interest in or other confirmation or ownership interest in the Notes, or
(0 redenption or other nctices sent to DTC or Cede & Co,, its nominee, as the registered owner of the
Notes, or that they will so doona timely basis, or that DTC, DTC Participants or DTC I ndirect Participants
will act in the manner described in this Appendix. The current “ Rules” applicable to DTC are on file with
the Securities and Exchange Comission and the current “ Procedures” of DTC to be followed in dealing
with DTC Participants are on file with DTC.

1. The Depository Trust Company (“DTC”), New York, NY, will act as securities depository
for the Notes (the “ Securities”). The Securities will be issued as fully—egistered securities registered in the
name of Cede & Co. (DTC’s partnership nominee) or such other name as may be requested by 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 deposited with DTC. I,
however, the aggregate principal amount of any issue exceeds $500 million, one certificate will be issued
with respect to each $500 miillion of prindipal amount, and an additional certificate will be issued with
respect to any remaining principal amount of such issue.

2. DTC, the world's largest securities depository, is a limitecHpurpose trust comparty
organized under the New Y ork Banking L aw, a *banking organization” within the meaning of the New Y ork
B anking L aw, a member of the Federal Reserve System, a “clearing corporation” within the meaning of the
New York Uniform Commercial Code, and a “clearing agency” registered pursuant to the provisions of
Section 17A of the Securities Exchange Act of 1934. DTC holds and provides asset servicing for over 3.5
million issues of U.S. and non-U.S. equity issues, corporate and municipal debt issues, and money market
instruments (from over 100 countries) that DTC’s participants (“ Direct Participants”) deposit with DTC.
DTC also facilitates the posttrade settlement among Direct Participants of sales and other securities
transactions in deposited securities, through electronic computerized bock-entry transfers and pledges
between Direct Participants’ accounts. This eliminates the need for physical movement of securities
certificates. Direct Participants include both U.S. and non-U.S. securities brokers and dealers, banks, trust
companies, clearing corporations, and certain other organizations. DTC is a wholly-owned subsidiary of
The Depository Trust& 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 owned by the users of its regulated sulsidiaries. Access tothe DTC systemis
also available to others such as both U.S. and non-U.S. securities brokers and dealers, banks, trust
companies, and clearing corporations that clear through 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 found at www.dtcc.com. The information contained on
this I nternet site is hot 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 ownership interest of
each actual purchaser of each Security (“Beneficial Owner”) is in turn to be recorded on the Direct and
I ndirect Participants’ records. Beneficial Owners will not receive written confirmation from DTC of their
purchase. Beneficial Owners are, however, expected to receive written confirmations providing details of
the transaction, as well as periodic statements of their holdings, from the Direct or Indirect Participant
through which the Benefidal Owner entered into the transaction. Transfers of ownership interests in 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
ownership interests in Securities, except in the event that use of the book-entry system for the Securities is
discontinued.

4, To facilitate subsequent transfers, all Securities deposited by Direct Participants with DTC
are registered in the name of DTC’s partnership nominee, Cede & Co., or such other name as may be
requested by an authorized representative of DTC. The deposit of Securities with DTC and their registration
in the name of Cede & Co. or such other DTC nominee do not effect any change in beneficial ownership.
DTC has no knowledge 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 | ndirect Participants will remain responsible for keeping account of
their holdings on behalf of their customers.

5. Conveyance of notices and other communications by DTC to Direct Participants, by Direct
Participants to Indirect Partidpants, and by Direct Participants and Indirect Particdipants to Benefidal
Owners will be governed by arrangements among them, subject to any statutory or regulatory requirements
as may be in effect fromtime to time. Beneficial Owners of Securities may wish to take certain steps to
augment the transmission 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 nominee holding the Securities for their
benefit has agreed to obtain and transmit notices to Beneficial Owners. In the alternative, Beneficial
Owners may wish to provide their names and addresses to the registrar and request that copies of notices
be provided directly to them.

6. Redemption nctices shall be sent to DTC. [f less than all of the Securities within an issue
are being redeemed, DTC’s practice is to determine by lat 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 MMI Procedures.
Under its usual procedures, DTC mails an Omnibus Proxy to Issuer as soon as possible after the record
date. The Omnibus Proxy assigns Cede & Co.’s consenting or vating 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 detail information from
Issuer or Agent, on payable date in accordance with their respective holdings shown on DTC’s records.
Payments by Participants to Beneficial Owners will be governed by standing instructions and customary
practices, as is the case with securities held for the accounts of customers in bearer form or registered in
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“street name,” and will be the responsibility of such Participant and not of DTC, Agent, or Issuer, subject
to any statutory or regulatory requirements as may be in effect fromtime to time. Payment of redemption
proceeds, distributions, and dividend payments to Cede & Co. (or such other nominee as may be requested
by an authorized representative of DTC) is the responsibility of Issuer or Agent, disbursement of such
payments to Direct Participants will be the respensibility of DTC, and disbursement of such payments to
the Benefidal Owners will be the responsibility of Direct and I ndirect Participants.

9. DTC may discontinue providing its services as depository with respect to the Securities at
any time by giving reasonable notice to Issuer or Agent. Under such circurrstances, in the event that a
successor depository is not obtained, Security certificates are required to be printed and delivered.

10. I'ssuer may decide to discontinue use of the system of book-entry-only transfers through
DTC (or asuccessor securities depository). Inthat event, Security certificates will be printed and delivered
o DTC.

11. The information in this section concerning DTC and DTC’s book-entry system has been
obtained from sources that Issuer believes to be reliable, but | ssuer takes no responsibility for the accuracy
thereof.



