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INDEPENDENT AUDITOR'S REPORT 
 
 
Board of Directors 
Inland Empire Resource Conservation District 
Redlands, California 
 
We have audited the accompanying financial statements of the governmental 
activities and the general fund of Inland Empire Resource Conservation 
District (District), as of and for the years ended June 30, 2018 and 2017, and 
the related notes to the financial statements, which collectively comprise the 
District's basic financial statements as listed in the table of contents. 
 
Management's Responsibility for the Financial Statements 
 
Management is responsible for the preparation and fair presentation of these 
financial statements in accordance with accounting principles generally 
accepted in the United States of America; this includes the design, 
implementation, and maintenance of internal control relevant to the 
preparation and fair presentation of financial statements that are free from 
material misstatement, whether due to fraud or error. 
 
Auditor's Responsibility 
 
Our responsibility is to express opinions on these financial statements based 
on our audits. We conducted our audits in accordance with auditing 
standards generally accepted in the United States of America, the standards 
applicable to financial audits contained in Government Auditing Standards, 
issued by the Comptroller General of the United States, and the State 
Controller's Minimum Audit Requirements for California Special Districts. 
Those standards require that we plan and perform the audit to obtain 
reasonable assurance about whether the financial statements are free from 
material misstatement. 
 
An audit involves performing procedures to obtain audit evidence about the 
amounts and disclosures in the financial statements. The procedures 
selected depend on the auditor's judgment, including the assessment of the 
risks of material misstatement of the financial statements, whether due to 
fraud or error. In making those risk assessments, the auditor considers 
internal control relevant to the entity's preparation and fair presentation of the 
financial statements in order to design audit procedures that are appropriate 
in the circumstances, but not for the purpose of expressing an opinion on the 
effectiveness of the entity's internal control. Accordingly, we express no such 
opinion. An audit also includes evaluating the appropriateness of accounting 
policies used and the reasonableness of significant accounting estimates 
made by management, as well as evaluating the overall presentation of the 
financial statements. 
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We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for 
our audit opinions. 

Opinions 

In our opinion, the financial statements referred to above present fairly, in all material respects, the 
respective financial position of the governmental activities and general fund of Inland Empire Resource 
Conservation District as of June 30, 2018 and 2017, and the respective changes in financial position 
thereof for the years then ended in accordance with accounting principles generally accepted in the 
United States of America. 

Other Matters 

Required Supplementary Information 

Accounting principles generally accepted in the United States of America require that the 
management's discussion and analysis on pages 3 through 10, and the required supplementary 
information on pages 43 through 46, be presented to supplement the basic financial statements. Such 
information, although not a part of the basic financial statements, is required by the Governmental 
Accounting Standards Board, who considers it to be an essential part of financial reporting for placing 
the basic financial statements in an appropriate operational, economic, or historical context. We have 
applied certain limited procedures to the required supplementary information in accordance with 
auditing standards generally accepted in the United States of America, which consisted of inquiries of 
management about the methods of preparing the information and comparing the information for 
consistency with management's responses to our inquiries, the basic financial statements, and other 
knowledge we obtained during our audit of the basic financial statements. We do not express an 
opinion or provide any assurance on the information because the limited procedures do not provide us 
with sufficient evidence to express an opinion or provide any assurance. 

Other Reporting Required by Government Auditing Standards 

In accordance with Government Auditing Standards, we have also issued our report dated October 17, 
2018, on our consideration of the Inland Empire Resource Conservation District's internal control over 
financial reporting and on our tests of its compliance with certain provisions of laws, regulations, 
contracts and grant agreements, and other matters. The purpose of that report is solely 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 effectiveness of the District's internal control over financial 
reporting or on compliance. That report is an integral part of an audit performed in accordance with 
Government Auditing Standards in considering the Inland Empire Resource Conservation District's 
internal control over financial reporting and compliance.  

October 17, 2018 
Riverside, California 
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MANAGEMENT'S  DISCUSSION  AND  ANALYSIS  

INTRODUCTION 

As management  of  the  Inland Empire Resource Conservation District  (the District), we  offer  readers  of  the 
District's financial statements this narrative overview and analysis of the District's financial activities during the 
fiscal  year  ended  June 30,  2018,  and  2017.  Please  read  it  in  conjunction  with  the  District's  basic  financial 
statements and accompanying notes to those financial statements. 

FINANCIAL HIGHLIGHTS 

 The  assets  and  deferred  outflows  of  resources  of  the  District  exceeded  its  liabilities  and  deferred 

inflows  of  resources  for  the  years  ended  June 30,  2018  and  2017,  by  $14,782,889  and  $15,192,247 

respectively.  Of  these  amounts,  $6,376,691  and  $6,275,727  were  available  to  meet  the  District's 

ongoing obligations for the years ended June 30, 2018 and 2017, respectively.  

 The District's change  in  total net position was  ($409,358) and $682,708  for  the years ended  June 30, 

2018 and 2017, respectively.  

 As of June 30, 2018 and 2017,  the District's General Fund  reported  fund balances of $10,428,485 and 

$11,137,499, which  are  changes  in  fund  balance  of  ($709,014)  and  $326,365,  respectively. Of  these 

amounts, $822,300 and $668,576 were available  for  spending at  the District's discretion  (unassigned 

fund balance) for the years ended June 30, 2018 and 2017, respectively.  

 For the years ended June 30, 2018 and 2017, the District's General Fund expenditures represented 341% 

and 275% of the unassigned fund balance. 

OVERVIEW OF THIS ANNUAL REPORT 

This discussion and analysis is intended to serve as an introduction of the District's basic financial statements. 
The  District's  basic  financial  statements  comprise  three  components:  1)  government–wide  financial 
statements, 2)  fund  financial  statements, and 3) notes  to  the  financial  statements. This  report also contains 
required supplementary information in addition to the basic financial statements. 
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GOVERNMENT‐WIDE FINANCIAL STATEMENTS 

The  government‐wide  financial  statements  include  the  statement  of  net  position  and  the  statement  of 
activities. These statements are designed to provide readers with a broad overview of the District's finances in a 
manner similar to a private‐sector business. The statement of net position  includes all of the District's assets 
and liabilities and provides information about the nature and amounts of investments in resources (assets) and 
obligations to District creditors (liabilities), with the difference between the two reported as net position. Over 
time, increases or decreases in net position may serve as a useful indicator of whether the financial position of 
the District  is  improving or deteriorating. The statement of net position also provides the basis for evaluating 
the capital structure of the District and assessing the liquidity and financial flexibility of the District. 
 
The statement of activities presents  information showing how  the District's net position changed during  the 
fiscal year. All of  the  current year's  revenues and expenses,  regardless of when  cash  is  received or paid, are 
accounted for in the statement of activities. This statement measures the success of the District's activities over 
the past year and can be used to determine whether the District has successfully recovered all  its costs. This 
statement also measures profitability and credit worthiness. 
 
The government‐wide financial statements can be found on pages 11‐12 of this report. 

FUND FINANCIAL STATEMENTS 

A  fund  is  a  grouping  of  related  accounts  that  is  used  to maintain  control  over  resources  that  have  been 
segregated for specific activities or objectives. The District,  like other state and  local governments, uses fund 
accounting to ensure and demonstrate compliance with  finance‐related  legal requirements. The District uses 
governmental  funds to report  its activities. The District's governmental  fund financial statements  include the 
balance sheet and the statement of revenues, expenditures and changes in fund balance. 
 
Governmental funds are used to account for essentially the same functions reported as governmental activities 
in  the  government‐wide  financial  statements.  However,  unlike  government‐wide  financial  statements, 
governmental  fund  financial  statements  focus on near  term  inflows and outflows of  spendable  resources, as 
well as on balances of  spendable  resources available at  the end of  the  fiscal year. Such  information may be 
useful in evaluating the District's near‐term financing requirements. 
 
Since  the  focus of governmental  funds  is narrower  than  that of government‐wide  financial  statements,  it  is 
useful  to compare  the  information presented  for governmental  funds with  similar  information presented  for 
governmental  activities  in  the  government‐wide  financial  statements.  By  doing  so,  readers  may  better 
understand  the  long‐term  impact of  the District's near‐term  financing decisions. Both  the District's balance 
sheet  and  statement  of  revenues,  expenditures  and  changes  in  fund  balance  provide  a  reconciliation  to 
facilitate  this comparison between governmental  funds and governmental activities. These statements cover 
governmental  type activities and are prepared using  the  current  financial  resources measurement  focus and 
modified accrual basis of accounting. 
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The District maintains one governmental fund – the General Fund. The District adopts an annual appropriated 
budget for its General Fund, and a budgetary comparison schedule has been provided for the General Fund to 
demonstrate  compliance with  the budget. The  fund  financial  statements  and  related  reconciliations  can be 
found on pages 13‐16 of this report. 

NOTES TO THE FINANCIAL STATEMENTS 

The notes provide additional  information  that  is essential  to a  full understanding of  the data provided  in  the 
Government‐Wide  and  Fund  Financial  Statements.  The  notes  to  the  financial  statements  can  be  found  on 
pages 17‐41 of this report. 

GOVERNMENT‐WIDE FINANCIAL ANALYSIS 

One of the most important questions asked about the District's finances is, "Is the District, as a whole, better off 
or worse off as a result of this year's activities?" The statement of net position and the statement of activities 
report  information  about  the  District's  activities  in  a  way  that  will  help  answer  this  question.  These  two 
statements report the net position of the District and the changes therein. One can think of the District's net 
position –  the difference between assets and  liabilities – as one way  to measure  financial health or  financial 
position. Over time, increases or decreases in the District's net position is one indicator of whether its financial 
health  is  improving or deteriorating. However, one will need  to  consider other non‐financial  factors  such as 
changes in economic conditions, population growth, and new or changed government legislation. 
 
For the years ended June 30, 2018 and 2017, approximately twenty‐nine (29%) and twenty‐six (26%) percent, 
respectively,  of  the District's net position  reflects  its  investment  in  capital  assets  (e.g.  land,  equipment  and 
furniture). The District uses these capital assets to provide services to citizens; consequently, these assets are 
not available for future spending. 

Table 1: Statement of Net Position 
 

6/30/18 6/30/17 6/30/16
Change 2017 

to 2018
Change 2016 

to 2017

Current and Other Assets 10,754,186$   11,415,279$     11,083,756$     (661,093)$       331,523$        
Capital Assets 4,284,318       3,935,322         3,659,037         348,996          276,285          

Total Assets 15,038,504     15,350,601       14,742,793       (312,097)         607,808          

Deferred Outflows 132,179          63,476              27,214              68,703            36,262            

Compensated Absences 23,489            18,132              10,509              5,357              7,623              
Other Liabilities 311,676          142,332            149,760            169,344          (7,428)             

Total Liabilities 335,165          160,464            160,269            174,701          195                 

Deferred Inflows 52,629            61,366              100,199            (8,737)             (38,833)           

Net Position
Invested in Capital Assets 4,284,318       3,935,322         3,659,037         348,996          276,285          
Restricted 4,121,880       4,981,198         4,881,973         (859,318)         99,225            
Unrestricted 6,376,691       6,275,727         5,968,529         100,964          307,198          
   Total Net Position 14,782,889$   15,192,247$     14,509,539$     (409,358)$       682,708$        

   
For  the year ended June 30, 2018, a portion of  the District's net position  (28%)  represents  resources  that are 
subject to external restrictions on how they may be used. The remaining balance of unrestricted net position, 
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$6,376,691, may  be  used  to meet  the District's  ongoing  obligations  to  citizens  and  creditors. Net  position 
decreased by $409,358, as seen in Table 2. 
 
For  the year ended  June 30, 2017, a portion of  the District's net position  (33%)  represents  resources  that are 
subject to external restrictions on how they may be used. The remaining balance of unrestricted net position, 
$6,275,727, may  be  used  to meet  the District's  ongoing  obligations  to  citizens  and  creditors. Net  position 
increased by $682,708, as seen in Table 2. 
 
While  the statement of net position shows changes  in  financial position,  the statement of activities provides 
answers as to the nature and source of these changes. As can be seen  in Table 2, the decrease in net position 
between the fiscal years 2018 and 2017 is the result of excess restricted expenses over revenues. 

 
Table 2: Statement of Activities and Changes in Net Position 

 

6/30/18 6/30/17 6/30/16
Change 2017 

to 2018
Change 2016 

to 2017

Program Revenues:
SAWA projects 87,586$          78,766$          102,585$        8,820$            (23,819)$         
Mitigation funds 62,929            323,040          1,626,456       (260,111)         (1,303,416)      
Capital contributions 218,000          51,231            1,433,129       166,769          (1,381,898)      
Reimbursable grant revenue 197,450          182,614          77,090            14,836            105,524          
Program revenue 67,119            -                      -                      67,119            -                      

Total Program Revenues 633,084          635,651          3,239,260       (2,567)             (2,603,609)      

General Revenues:
Property taxes 1,458,475       1,333,699       1,338,277       124,776          (4,578)             
Other 126,656          94,247            53,394            32,409            40,853            

Total General Revenues 1,585,131       1,427,946       1,391,671       157,185          36,275            

Total Revenues 2,218,215       2,063,597       4,630,931       154,618          (2,567,334)      

Program Expenses:
Salaries and benefits 858,955          635,501          477,330          223,454          158,171          
Services and supplies 1,761,606       976,478          791,190          785,128          185,288          
Depreciation 7,012              6,488              8,483              524                 (1,995)             

Total Program Expenses 2,627,573       1,618,467       1,277,003       1,009,106       341,464          

Contributions to Endowment -                      237,578          182,309          (237,578)         55,269            

Increase in Net Position (409,358)         682,708          3,536,237       (1,092,066)      (2,853,529)      

Net Position - Beginning 15,192,247     14,509,539     10,973,302     682,708          3,536,237       

Net Position - Ending 14,782,889$   15,192,247$   14,509,539$   (409,358)$       682,708$        
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For the year ended June 30, 2018, the District's program revenues and endowment contribution  less program 
expenses net to a loss of $1,994,489 primarily due to mitigation funds and capital contributions for mitigation. 
The District's general revenues amounted to $1,585,131 an increase of $157,185 compared to the prior year. This 
increase in general revenues was mainly due to increases in property tax revenue received. The overall decrease 
in net position was $409,358.  
 
For the year ended June 30, 2017, the District's program revenues and endowment contribution  less program 
expenses  net  to  a  loss  of $982,816.  This  year  the  District's  general  revenues  amounted  to  $1,427,946;  an 
increase of $36,275 compared to the prior year. This increase in general revenues was mainly due to increases in 
interest income received. The overall increase in net position was $682,708. 

FUND FINANCIAL ANALYSIS 

As noted earlier, the District uses fund accounting to ensure and demonstrate compliance with finance‐related 
legal  requirements.  The  focus  of  the District's  governmental  funds  is  to  provide  information  on  near‐term 
inflows, outflows, and balances of  spendable  resources. Such  information  is useful  in assessing  the District's 
financing requirements. In particular, fund balance may serve as a useful measure of the District's net resources 
available for spending for program purposes at the end of the fiscal year. 
 
As  of  the  end  of  fiscal  year  2018,  the  District's  governmental  fund  reported  an  ending  fund  balance  of 
$10,428,485, a decrease of $709,014  from  the prior year. Of  the $10,428,485 of  fund balance, $3,679,640  is 
restricted for specific mitigation and easement related expenditures. The District has committed $2,500,000 to 
construction of an environmental education  center and $2,000,000  to  the purchase of  land  for a mitigation 
bank. 
 
As  of  the  end  of  fiscal  year  2017,  the  District's  governmental  fund  reported  an  ending  fund  balance  of 
$11,137,499,  an  increase of  $326,365  from  the prior  year. Of  the  $11,137,499 of  fund balance,  $4,523,959  is 
restricted for specific mitigation and easement related expenditures. The District has committed $2,500,000 to 
construction of an environmental education  center and $2,000,000  to  the purchase of  land  for a mitigation 
bank. 
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CAPITAL ASSETS 

As can be seen in Table 3, as of June 30, 2018 and 2017, the District has $4,284,318 and $3,935,322 invested in 
capital assets (net of accumulated depreciation), respectively. 
 
 

Table 3: Capital Assets 
 

6/30/18 6/30/17 6/30/16
Change 2017 

to 2018
Change 2016 

to 2017

Land 1,802,000$     1,584,000$     1,584,000$     218,000$        -$                    
Land Easements 2,017,701       2,017,701       2,062,689       -                      (44,988)           
Land Options 155,000          155,000          -                      -                      155,000          
In-lieu fee program land costs 300,529          164,498          -                      136,031          164,498          
Equipment 55,352            53,375            46,408            1,977              6,967              
Furniture and Fixtures 1,097              1,097              2,275              -                      (1,178)             
Vehicles 51,858            51,858            51,858            -                      -                      

4,383,537       4,027,529       3,747,230       356,008          280,299          

Accumulated Depreciation (99,219)           (92,207)           (88,193)           (7,012)             (4,014)             

Net Capital Assets - Ending 4,284,318$     3,935,322$     3,659,037$     348,996$        276,285$        

 
 

For  the  years  ended  June 30,  2018  and  2017,  the  increases  of  $348,996  and  $276,285  are  largely  due  to 
purchases and contributions of land and land easements to be used for the in‐lieu fee mitigation bank program 
that will be put into place in future years. 
 
Additional information on the District's capital assets can be found in the notes on pages 28‐29. 

LONG‐TERM DEBT 

The District has no long‐term debt obligations, other than compensated absences payable. For the years ended 
June 30, 2018 and 2017, the compensated absences are $23,489 and $18,132, which is an increase of $5,357 over 
the prior year. 
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BUDGETARY HIGHLIGHTS 

The District's comparative analysis in Table 4 includes key elements of the budget. 
 

Table 4: Budget vs. Actual 
 

Budget Actual Variance

Revenues:
Property Taxes 1,500,000$     1,458,475$     (41,525)$         
SAWA Projects 100,000          87,586            (12,414)           
Mitigation Funds 800,000          62,929            (737,071)         
Conservation Contributions 250,000          -                      (250,000)         
Investment Earnings 115,000          125,016          10,016            
Reimbursable Grant Revenue 388,130          292,789          (95,341)           
Water Conservation Program 62,000            67,119            5,119              
ILF Program Revenue 3,000,000       -                      (3,000,000)      
Other 10,000            1,640              (8,360)             

6,225,130       2,095,554       (4,129,576)      

Expenditures:
Salaries and Benefits 996,870          904,954          91,916            
Services and Supplies 2,152,760       1,761,606       391,154          
Capital Outlay:

Capital Expenditures 2,075,500       54,527            2,020,973       
ILF Program Development 1,000,000       83,481            916,519          

6,225,130       2,804,568       3,420,562       

Excess (Deficiency) -$                    (709,014)$       (709,014)$       

 
 
For  the year ended June 30, 2018, actual  revenues are $4,129,176  lower  than estimated  revenues, and actual 
expenditures are $3,420,562  lower than budgeted expenditures, resulting  in an overall variance of ($709,014). 
The decrease in revenues was primarily due to significantly longer timeline for development of IERCD’s In‐Lieu 
Fee (ILF) Mitigation program and corresponding anticipated credit sales than originally predicted.  The original 
timeline for credit sale and remediation was slated to occur within the 2017‐18 fiscal year; however, it has now 
been adjusted, due  largely  to  the onerous process of  ILF Program development,  to occur within  the 2018‐19 
fiscal year.   The  lack of credit sales and  lack of application of  ILF‐related projects significantly  impacted total 
revenues and expenditures  in  the current  fiscal year.  In  the mid‐year budget  revision process,  revenues were 
left  intact and expenditure  categories were altered; however, no  change  in  total expenses was made  to  the 
2017‐18 operating budget. 
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For  the year ended  June 30, 2017, actual  revenues are $1,359,732  lower  than estimated  revenues, and actual 
expenditures are $1,686,097  lower  than budgeted expenditures,  resulting  in an overall variance of $326,365. 
The decrease  in  revenues was primarily due  to  fewer mitigation project  transactions being completed  in  the 
current year than anticipated and lower than anticipated reimbursable grant program revenue than anticipated. 
The District also expended a  lower  total on services and supplies  than predicted. This  is due primarily  to  the 
unpredictable nature of  the bulk of work performed by  the District; because  it depends on  the  actions  and 
permission of others, the District does experience periodic work interruptions. The original revenue budget was 
increased mid‐year  by  a  net  of  $360,000.  The  projected  revenues  were  adjusted  during mid‐year  budget 
reviews due primarily to anticipated increase in conservation easement contribution. 

ECONOMIC FACTORS AND NEXT YEAR'S BUDGET 

The amounts budgeted for revenues and expenditures will  increase  in the 2018‐19 fiscal year. This  is due to a 
predicted rise in work to be performed and associated expenditures, particularly from the District’s In‐Lieu Fee 
Mitigation program. The District also expects the trend in increased mitigation project activity to continue. 

MANAGEMENT 

This financial report is designed to provide the District's customers, stakeholders, investors and creditors with a 
general overview of the District's finances and to show the District's accountability for the money it receives. If 
you  have  any  questions  about  this  report  or  need  additional  financial  information,  contact,  Inland  Empire 
Resource Conservation District, 25864‐K Business Center Drive, Redlands, California 92374. 
 
 
 



 

The accompanying notes are an integral part of these financial statements. 
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Inland Empire Resource Conservation District

Statements of Net Position
June 30, 2018 and 2017

2018 2017
ASSETS

Cash and cash equivalents 125,256$       316,703$       
Investments 10,017,519 10,380,245
Due from other governments 46,548 44,244
Interest receivable 15,910 13,168
Taxes receivable 20,717 18,473
Other receivables 62,248 131,955
Prepaid expense 3,217 6,634             
Deposits 6,508 6,508
Restricted Assets - endowment:

Investments 442,240         457,240
Net pension asset (Note 8) 14,025 40,109
Capital assets, net of accumulated depreciation 4,284,319      3,935,322      

Total Assets 15,038,507    15,350,601    

DEFERRED OUTFLOWS OF RESOURCES
Pension related (Note 8) 132,179         63,476           

LIABILITIES
Accounts payable 142,575         64,669
Accrued payroll 17,340           13,051           
Deposits 145,413         64,612
Compensated absences payable 23,489           18,132           
Unearned revenue 6,351             -                    

Total Liabilities 335,168         160,464         

DEFERRED INFLOWS OF RESOURCES
Pension related (Note 8) 52,629           61,366

NET POSITION
Net investment in capital assets 4,284,319      3,935,322
Restricted

Mitigation projects 4,121,878      4,981,198      
Unrestricted 6,376,692      6,275,727      

Total net position 14,782,889$  15,192,247$  



 

The accompanying notes are an integral part of these financial statements. 
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Inland Empire Resource Conservation District

Statements of Activities
For the Years Ended June 30, 2018 and 2017

2018 2017
PROGRAM EXPENSES

Salaries and benefits 858,954$      635,501$       
Services and supplies 1,484,538     811,505         
Special funded projects 277,069        164,973         
Depreciation 7,012            6,488             

Total program expenses 2,627,573     1,618,467      

PROGRAM REVENUES
SAWA projects 87,586          78,766           
Mitigation funds 62,930          261,583         
Capital contributions 218,000        51,231           
Reimbursable grant revenue 197,449        168,324         
Program revenues 67,119          75,747           

Total program revenues 633,084        635,651         

Net program revenue (expenses) (1,994,489)    (982,816)        

GENERAL REVENUES
Property taxes 1,458,475 1,333,699
Investment earnings 125,016 78,991           
Other 1,640            15,256           

Total general revenues 1,585,131     1,427,946      

CONTRIBUTIONS TO PERMANENT ENDOWMENT
El Dorado - Yucaipa Conservation Easement -                    237,578         

Total contributions -                    237,578         

Change in net position (409,358)       682,708         

Net position - beginning 15,192,247   14,509,539    

Net position - ending 14,782,889$ 15,192,247$  



 

The accompanying notes are an integral part of these financial statements. 
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Inland Empire Resource Conservation District 

Balance Sheet
Governmental Fund
June 30, 2018 and 2017

2018 2017
ASSETS

Cash and cash equivalents 125,256$      316,703$      
Investments 10,017,519 10,380,245   
Due from other governments 46,548          44,244          
Interest receivable 15,910          13,168          
Taxes receivable 20,717          18,473          
Other receivables 62,248          131,955        
Prepaid expenditures 3,217            6,634            
Deposits 6,508            6,508            
Cash - restricted for endowment 442,240        457,240        

Total assets 10,740,163$ 11,375,170$ 

LIABILITIES
Liabilities:

Accounts payable 142,575        64,669
Accrued payroll 17,340          13,051          
Deposits 145,413        64,612          
Unearned revenue 6,351            -                    

Total liabilities 311,679        142,332        

DEFERRED INFLOWS OF RESOURCES
Unavailable grant revenue -                    95,339          

FUND BALANCE
Nonspendable:

Endowment 442,238        457,240        
Prepaid expenditures 3,217 6,634
Deposits 6,508 6,508

Restricted:
Restricted for mitigation projects 3,679,640     4,523,959     

Committed:
Committed for construction of environmental education center 2,500,000     2,500,000     
Committed for purchase of land for mitigation bank 2,000,000 2,000,000     

Assigned:
Six months operating expenditures 974,582        974,582        

Unassigned 822,299        668,576        

Total fund balance 10,428,484   11,137,499   

Total liabilities, deferred inflows of resources and fund balance 10,740,163$ 11,375,170$ 



 

The accompanying notes are an integral part of these financial statements. 
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Inland Empire Resource Conservation District 

Reconciliation of the Balance Sheet of the 
Governmental Fund to the Statement of Net Position

June 30, 2018 and 2017

2018 2017
Total governmental fund balance 10,428,484$  11,137,499$  

Amounts reports in governmental activities in the statement of 
net position are different because:

Capital assets used in the governmental activities are not
current financial resources and, therefore, are not 
reported in the fund:

Capital assets 4,383,538      4,027,529      
Accumulated depreciation (99,219)         (92,207)         

Net pension assets are not current financial resources and,
therefore, are not reported in the fund: 14,025           40,109           

Long-term liabilities are not due and payable in the current period and,
therefore, are not reported in the fund:

Compensated absences (23,489)         (18,132)         

Deferred outflows and inflows of resources not due and payable, or
owed and receivable, respectively, in the current period, are not
reported in the fund:

Pension related deferred outflows of resources 132,179         63,476           
Pension related deferred inflows of resources (52,629)         (61,366)         

Revenue related to grant reimbursements not received until after the
Districts measurement period were not available to meet current 
financial obligations and, therefore, are reported as deferred inflows of 
resources in the fund. This is the difference between unavailable
grant revenue reported on the balance sheet and the amount
reported on the statement of net position. -                    95,339

Net positon of governmental activities 14,782,889$  15,192,247$  

 
 



 

The accompanying notes are an integral part of these financial statements. 
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Inland Empire Resource Conservation District 

Statement of Revenues, Expenditures, and Changes in Fund Balance
Governmental Fund
For the Years Ended June 30, 2018 and 2017

 
2018 2017

REVENUES
Property taxes 1,458,475$    1,333,699$    
SAWA Projects 87,586           78,766           
Mitigation funds 62,930           261,583         
Conservation easement contributions -                    237,578         
Investment earnings 125,016         78,991           
Reimbursable grant revenue 292,788         83,647           
Program revenue 67,119           75,747           
Other 1,640             15,257           

Total revenues 2,095,554      2,165,268      

EXPENDITURES
Salaries and benefits 904,953         630,882         
Services and Supplies 1,484,538      1,020,331      
Special funded projects 277,069 164,973
Capital Outlay:

Equipment purchases 1,978 7,717
Environmental education center 52,550 15,000           
In lieu fee program development 83,481 -                    

Total expenditures 2,804,569      1,838,903      

Net change in fund balances (709,015)       326,365         

Fund balance - beginning 11,137,499    10,811,134    

Fund balance - ending 10,428,484$  11,137,499$  



 

The accompanying notes are an integral part of these financial statements. 
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Inland Empire Resource Conservation District 

Reconciliation of the Statement of Revenues, Expenditures,
and Changes in Fund Balance of the Governmental Fund to the
Statement of Activities
For the Years Ended June 30, 2018 and 2017

2018 2017
Net change in fund balance - total governmental fund (709,015)$  326,365$  

Amounts reported in governmental activities in the statement 
of activities are different because:

Governmental funds report capital outlays as expenditures.  
However, in the statement of activities the cost of those assets 
is allocated over their estimated useful lives and reported as 
depreciation expense.

Capital outlay - equipment purchases 1,978         8,263        
Capital outlay - conservation and easement land 136,031     68,279      
Capital outlay - land options -                   155,000
Depreciation expense (7,012)        (6,488)      

Property contributions reported as revenue in the statement of 
activities do not provide current financial resources and are 
not reported as revenue in the government fund

Contributed land and easement 218,000     51,231      

Some expenses reported in the statement of activities do not 
require the use of current financial resources and, therefore, 
are not reported as expenditures in governmental funds.

(Increase)/decrease in compensated absences payable (5,357)        (7,623)      
Net adjustments to pension expense 51,356       3,004        

Some revenues reported in the statement of activities were 
not available as current financial resources and, therefore 
are not reported as revenue in the governmental funds.

Unavailable grant revenue (95,339)      84,677      

Change in net position of governmental activities (409,358)$  682,708$  
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Note 1: Nature of Activities and Significant Accounting Policies  
 
Reporting entity 
 
The Inland Empire Resource Conservation District (the District) was created in 2005 to develop 
programs of soil and water conservation. The District is the merged entity of East Valley Resource 
Conservation District, created in 1943, and Inland Empire West Resource Conservation District, 
created in 1941. It is a subdivision of the state government and is directed by a board of seven locally 
approved landowners. 
 
The District encompasses areas of land in San Bernardino County and Riverside County. It serves the 
communities of Alta Loma, Banning, Beaumont, Big Bear Lake, Bloomington, Cabazon, Calimesa, 
Cherry Valley, Chino, Chino Hills, Colton, Devore, Fontana, Highland, Loma Linda, Lytle Creek, 
Mentone, Montclair, Muscoy, Ontario, Rancho Cucamonga, Redlands, Rialto, San Antonio Heights, 
San Bernardino, Upland, Yucaipa, and parts of Riverside.  
 
Government-wide and fund financial statements 
 
The government-wide financial statements (e.g., the statement of net position and the statement of 
activities) report information on all of the nonfiduciary activities of the reporting entity. Governmental 
activities, which normally are supported by taxes and intergovernmental revenues, are reported 
separately from business-type activities, which rely to a significant extent on fees and charges for 
support. 
 
The statement of activities demonstrates the degree to which the program expenses of a given function 
or segment are offset by program revenues. Program expenses are those that are clearly identifiable 
with a specific function or segment. Program revenues include 1) charges to customers or applicants 
who purchase, use, or directly benefit from goods, services, or privileges provided by a given function 
or segment, and 2) grants and contributions that are restricted to meeting the operational or capital 
requirements of a particular function or segment. Taxes and other items not properly included among 
program revenues are reported instead as general revenues. 
 
Separate financial statements are provided for governmental funds, proprietary funds, and fiduciary 
funds, even though the latter are excluded from the government-wide financial statements. Currently, 
the District does not have any proprietary or fiduciary fund types. Major individual governmental funds 
are reported as separate columns in the fund financial statements. Currently, the District has only one 
fund, the "General Fund." 
 
Measurement focus, basis of accounting, and financial statement presentation 
 
The government-wide financial statements are reported using the economic resources measurement 
focus and the accrual basis of accounting. Revenues are recorded when earned and expenses are 
recorded when a liability is incurred, regardless of the timing of 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 soon as all eligibility requirements imposed by the provider have been met. 
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Note 1: Nature of Activities and Significant Accounting Policies (continued) 
 
Governmental fund financial statements are reported using the current financial resources 
measurement focus and 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 
collectible within the current period or soon enough thereafter to pay liabilities of the current period. For 
this purpose, the government considers revenues to be available if they are collected within 60 days of 
the end of the current fiscal period. Expenditures generally are recorded when a liability is incurred, as 
under accrual accounting. 
 
Property taxes are considered to be susceptible to accrual and have been recognized as revenues in 
the current fiscal period. All "other revenue" items are considered to be measurable and available only 
when the government receives the cash. 
 
When both restricted and unrestricted resources are available for use, it is the government's policy to 
use restricted resources first, and then unrestricted resources as they are needed. 
 
Fund accounting  

 
The District uses funds to maintain its financial records during the year. A fund is defined as a fiscal and 
accounting entity with a self-balancing set of accounts. The District only has one governmental fund. 
 

Governmental Fund 
 

General Fund - The General Fund is the government's operating fund. It accounts for all financial 
resources of the general government, except those required to be accounted for in another fund. 
 

Stewardship, compliance, and accountability 
 

Budgetary information 
 
Budgets are prepared on the modified accrual basis of accounting. The Board must approve 
amendments or transfers of appropriations between budget line items. The budget is adjusted in 
January of each year, to reflect the current knowledge and circumstances, which were unavailable 
at the original adoption.  
 

Revenues - exchange and nonexchange transactions 
 
Revenue resulting from exchange transactions, in which each party gives and receives essentially 
equal value, is recorded on the accrual basis when the exchange takes place. On a modified accrual 
basis, revenue is recorded in the fiscal year in which the resources are measurable and become 
available.  
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Note 1: Nature of Activities and Significant Accounting Policies (continued) 
 
Nonexchange transactions, in which the District receives value without directly giving value in return, 
include grants, donations, and property taxes. On an accrual basis, revenue from grants, donations, 
and property taxes is recognized in the fiscal year in which all eligibility requirements have been 
satisfied. Eligibility requirements include timing requirements, which specify the year when the 
resources are required to be used or the fiscal year when use is first permitted, and expenditure 
requirements, in which the resources are provided to the District on a reimbursement basis. On a 
modified accrual basis, revenue from nonexchange transactions must be available before it can be 
recognized.  
 
Expenses/expenditures 
 
On an accrual basis of accounting, expenses are recognized at the time they are incurred. The 
measurement focus of governmental fund accounting is on the decrease in net financial resources 
(expenditures) rather than expenses. Expenditures are generally recognized in the accounting period in 
which the related fund liability is incurred, if measurable. 
 
Use of estimates  
 
The preparation of financial statements in conformity with generally accepted accounting principles 
requires management to make estimates and assumptions that affect certain reported amounts and 
disclosures. Accordingly, actual results could differ from those estimates. 
 
Cash and cash equivalents 
 
Cash and cash equivalents are considered to be cash on hand, demand deposits, and short-term 
investments with original maturities of three months or less from the date of acquisition. 
 
Restricted assets - endowment 
 
Certain portions of the District's cash and investment balances are classified as restricted assets on the 
statement of net position because their use is limited by a conservation easement endowment 
agreement. The agreement requires the district to invest the contributed endowment balance (corpus) 
in perpetuity and utilize the investment earning for purposes of maintaining the conservation easement 
as specified in the terms of the easement agreement. The restricted assets are reported on the 
District's balance sheet accordingly. 
 
Prepaid expenditures 
 
Certain payments to vendors reflect costs applicable to future accounting periods and are recorded as 
prepaid items in both government-wide and fund financial statements. 
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Note 1: Nature of Activities and Significant Accounting Policies (continued) 
 
Capital assets 
 
Capital assets, which include land, furniture and fixtures, equipment, and vehicles, are reported in the 
government-wide financial statements. The government defines capital assets as assets that have an 
estimated useful life of two or more years and a cost of more than $1,000, and all capital projects and 
contributed assets with a fair market value of $1,000 or more on the date of contribution. Capital assets 
are capitalized at cost and updated for additions and retirements during the year. Donated capital 
assets are recorded at acquisition value at the date of donation. The District does not possess any 
infrastructure.  
 
Improvements are capitalized; the cost of normal maintenance and repairs that do not add to the value 
of the asset or materially extend the asset's life are not capitalized. Capital assets of the government 
are depreciated using the straight-line method over the following estimated useful lives: 
 

Assets  Years 
Vehicles  10 
Equipment  3 - 7 
Furniture and Fixtures  3 - 7 

 
Pension plan 
 
For purposes of measuring the net pension asset, deferred outflows and inflows of resources related to 
pensions, and pension expense, information about the fiduciary net position and additions 
to/deductions from the fiduciary net position have been determined on the same basis as they are 
reported by the CalPERS Financial Office. For this purpose, benefit payments (including refunds of 
employee contributions) are recognized when currently due and payable in accordance with the benefit 
terms. Investments are reported at fair value. CalPERS audited financial statements are publicly 
available reports that can be obtained at CalPERS' website, at www.calpers.ca.gov. 
 
GASB 68 requires that the reported results must pertain to liability and asset information within certain 
defined timeframes. For this report, the following timeframes are used: 
 

 2018 2017 
Valuation Date (VD) June 30, 2016 June 30, 2015 
Measurement Date (MD) June 30, 2017 June 30, 2016 
Measurement Period (MP) July 1, 2016 to June 30, 2017 July 1, 2015 to June 30, 2016 
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Note 1: Nature of Activities and Significant Accounting Policies (continued) 
 
Employee compensated absences 
 
Accumulated vacation and sick pay are recorded as an expense and liability as the benefits are earned. 
Compensated absence liabilities are recorded as a liability. While there is no cap on the accumulation 
of sick time, District policy states that no employee shall have over 160 hours of accumulated vacation 
time. The Board of Directors approved, in January 2006, a waiver of the 160-hour rule, allowing District 
employees to carry over 100% of their accumulated vacation time in the new calendar year. Upon 
leaving the District's employment, the employee will be paid for all of his or her accumulated vacation 
time and half of his or her accumulated sick time that exceeds 240 hours. The amount due will be 
determined using salary and wage rates in effect at the time of leave.  
 
Deferred outflows and deferred inflows of resources 
 
Deferred outflows of resources are transactions that result in the consumption of net position in one 
period that are applicable to future periods and are not considered assets. Deferred outflows of 
resources are required to be presented separately after assets on the statement of net position. 

 
Deferred inflows of resources are transactions that result in the acquisition of net position in one period 
that are applicable to future periods and are not considered to be liabilities. Deferred inflows of 
resources are required to be presented separately after liabilities on the statement of net position. 
 
Fund balance policy 
 
The following classifications describe the relative strength of the spending constraints placed on the 
purposes for which resources can be used: 
 

 Nonspendable - amounts that are not in a spendable form (such as inventory and prepaid 
expenses) or are required to be maintained intact. 

 Restricted - amounts constrained to specific purposes by their providers (such as grantors, 
bondholders and higher levels of government), through constitutional provisions or by 
enabling legislation. 

 Committed - amounts constrained to specific purposes by a government itself, using the 
highest level of decision-making authority; to be reported as committed, amounts cannot be 
used for any other purpose unless the government takes the same highest level action to 
remove or change the constraint. 

 Assigned - amounts a government intends to use for a specific purpose; intent can be 
expressed by the governing body or by an official or body to which the governing body 
delegates the authority. 

 Unassigned - amounts that are for any purpose; positive amounts are reported only in a 
general fund. 
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Note 1: Nature of Activities and Significant Accounting Policies (continued) 
 
The District Board of Directors, establishes (and modifies or rescinds) fund balance commitments by 
passage of a resolution. 
 
When both restricted and unrestricted resources are available for use, it is the government's policy to 
use restricted resources first, and then unrestricted resources as they are needed. It is also the 
government's policy to consider committed, assigned, or unassigned amounts to have been spent 
when an expenditure is incurred for purposes for which amounts in any of those unrestricted fund 
balance classifications could be used. 
 
Property taxes 
 
Secured property taxes are levied in two equal installments, November 1st and February 1st. They 
become delinquent with penalties on December 10th and April 10th, respectively. The lien date is 
January 1st of each year. Unsecured property taxes are due on the August 1st lien date and become 
delinquent with penalties on August 31st. 
 
Under California law, property taxes are assessed and collected by the counties up to 1% of assessed 
value, plus other increases approved by the voters. The property taxes go into a pool, and are then 
allocated to the cities and districts based on complex formulas prescribed by the state statutes. The 
District receives an allocated share of the $1.00 property tax levied in San Bernardino County. The 
District receives no property tax allocation from Riverside County. 
 
The District has chosen to participate in the Teeter Alternative Method of Tax Distribution. Under this 
method, the secured property tax allocation is 100% guaranteed, adjusted by current roll changes only. 
The other categories of property taxes are distributed as received including penalties. 
 
Reclassifications 
 
Certain reclassifications have been made to the 2017 financial statement presentation to correspond to 
the 2018 year’s format. Total net position and change in net position are unchanged due to these 
reclassifications. 
 



Inland Empire Resource Conservation District 
 
Notes to Financial Statements 
For the Year Ended June 30, 2018 and 2017 
 

 
 

-23- 

Note 2: Cash and Investments 
 
Cash and investments as of June 30, 2018 and 2017, are classified in the accompanying financial 
statements as follows: 
 

2018 2017
Statement of net position:

Cash and cash equivalents 125,256$      316,703$      
Investments 10,017,519 10,380,245

Restricted assets - endowments:
Investments 442,240        457,240        

Total cash and investments 10,585,015$ 11,154,188$ 

 
 

 
2018 2017

Demand deposits 124,956$      316,403$      
Petty cash 300               300               
CalTRUST Investments 7,112,930     7,027,790     
Local Agency Investments Fund 3,346,829     3,809,695     

Total cash and investments 10,585,015$ 11,154,188$  
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Note 2: Cash and Investments (continued) 
 
Investments Authorized by the California Government Code and the District's Investment Policy 
 
The table below identifies the investment types that are authorized for the District by the California 
Government Code and the District's investment policy, where more restrictive. The table also identifies 
certain provisions of the California Government Code (and the District's investment policy, where more 
restrictive) that address interest rate risk, credit risk, and concentration of credit risk. 
 

Authorized by Maximum Maximum
Investment Maximum Percentage Investment In

Investment Type Policy Maturity of Portfolio One Issuer
U.S. Treasury Obligations Yes 5 Years None None
U.S. Agency Securities Yes 5 Years None None
Debt of states and CA local agencies Yes 5 Years None None
Bankers' acceptances Yes 270 days 40% 30%
Negotiable Certificates of Deposit Yes 5 Years 30% None
Repurchase agreements Yes 1 Year None None
Reverse repurchase agreements Yes 92 Days 20% None
County Treasurer's Pools Yes N/A None None
Local Agency Investment Fund (LAIF) Yes N/A None 65,000,000$   
JPA Pools (other investment pools) Yes N/A None None
Medium Term Corporate Notes Yes 5 Years 30% None
Mutual Funds Yes N/A 20% 10%
Mortgage Backed Securities Yes N/A 20% None  
 
Authorized Investments  
 
The Board of Directors has authorized excess cash to be invested in a manner that will provide the 
District with the highest investment return. These investments must provide maximum security while 
meeting daily cash flow demands and conform to all state statutes. 
 
Interest Rate Risk 
 
Interest rate risk is the risk that changes in market interest rates will adversely affect the fair value of an 
investment. Generally, the longer the maturity of an investment, the greater the sensitivity of its fair 
value to changes in market interest rates. The District mitigates interest rate risk by investing primarily 
in LAIF and CalTRUST. 
 
At June 30, 2018 and 2017, the District did not hold investments that are highly sensitive to interest rate 
fluctuations.
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Note 2: Cash and Investments (continued) 
 
Custodial Credit Risk 
 
Custodial credit risk for deposits is the risk that, in the event of the failure of a depository financial 
institution, a government will not be able to recover its deposits or will not be able to recover collateral 
securities that are in the possession of an outside party. The California Government Code and the 
District's investment policy do not contain legal or policy requirements that would limit the exposure to 
custodial credit risk for deposits, other than the following provisions for deposits: The California 
Government Code requires that a financial institution secure deposits made by state or local 
governmental units by pledging securities in an undivided collateral pool held by a depository regulated 
under state law (unless so waived by the governmental unit). The market value of the pledged 
securities in the collateral pool must equal at least 110% of the total amount deposited by the public 
agencies. California law also allows financial institutions to secure District deposits by pledging first 
trust deed mortgage notes having a value of 150% of the secured public deposits.  
 
As of June 30, 2018 and 2017, the carrying amount of the District's demand deposits was $124,956 
and $316,403, and the bank balances were $179,843 and $356,258, respectively. The District has cash 
in financial institutions insured by the Federal Deposit Insurance Corporation (FDIC) up to $250,000, 
and the remaining balance is collateralized with securities held by the pledging financial institution in 
the District's name as discussed above. 
 
Credit Risk 
 
Generally, credit risk is the risk that an issuer of an investment will not fulfill its obligation to the holder 
of the investment. This is measured by the assignment of a rating by a nationally recognized statistical 
rating organization. Neither LAIF nor CalTRUST have a rating provided by a nationally recognized 
statistical rating organization. 
 
Concentration of Credit Risk 
 
The investment policy of the District contains no limitations on the amount that can be invested in any 
one issuer beyond that stipulated by the California Government Code. On June 30, 2018, 32% of the 
District's cash is held with LAIF and 67% of the District's cash is held with CalTRUST. On June 30, 
2017, 34% of the District's cash is held with LAIF and 63% of the District's cash is held with CalTRUST. 
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Note 2: Cash and Investments (continued) 
 
Fair Value of Investments 
 
The District reports its investments at fair value. All investment income, including changes in the fair 
value of investments, is recognized as revenue in the statement of activities and the statement of 
revenues, expenditures and changes in fund balance. 
 
Investment in State Investment Pool 
 
The District is a voluntary participant in the Local Agency Investment Fund (LAIF), which is part of the 
Pooled Money Investment Account that is regulated by the California Government Code under the 
oversight of the Treasurer of the State of California, Director of Finance and State Controller. The 
District may invest up to $65 million in the LAIF fund. Investments in LAIF are highly liquid, as deposits 
can be converted to cash within 24 hours without loss of interest. The balance available for withdrawal 
is based on the accounting records maintained by LAIF, which are recorded on an amortized cost 
basis. All investments with LAIF are secured by the full faith and credit of the State of California. 
Separate LAIF financial statements are available from the California State Treasurer's Office on the 
Internet at www.treasurer.ca.gov. 
 
The District's investment in this pool is reported in the accompanying financial statements at cost which 
approximates fair value at amounts based upon the District's pro-rata share of the fair value provided 
by LAIF for the entire LAIF portfolio (in relation to the amortized cost of that portfolio). Included in LAIF's 
investment portfolio are certain derivative securities or similar products in the form of asset-backed 
securities totaling $1,549 million and $1,419 million, which represents 1.74% and 1.83% of the total 
LAIF portfolio as of June 30, 2018 and 2017, respectively. LAIF's (and the District's) exposure to risk 
(credit, market or legal) is not currently available. 
 
Investment in CalTRUST 
 
The District is a voluntary participant in the Investment Trust of California (CalTRUST) a Joint Powers 
Authority. CalTRUST is a program established by public agencies in California for the purpose of 
pooling and investing local agency funds. CalTRUST invests in fixed income securities eligible for 
investment pursuant to California Government Code Sections 53601, et. seq. and 53635, et. seq. 
Investments in CalTRUST are highly liquid, as deposits can be converted to cash within one to three 
days without loss of interest. The balance available for withdrawal is based on the accounting records 
maintained by CalTRUST, which are recorded on a fair market value basis. Separate CalTRUST 
financial statements are available from CalTRUST on the web at www.caltrust.org. 
 
The District's investment in CalTRUST is reported in the accompanying financial statements at fair 
market value. 
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Note 2: Cash and Investments (continued) 
 
Fair Value Measurements 
 
GASB Statement No. 72, Fair Value Measurements and Application, establishes a fair value hierarchy 
that prioritizes the inputs to valuation techniques used to measure fair value. This hierarchy consists of 
three broad levels: Level 1 inputs consist of quoted prices (unadjusted) for identical assets and 
liabilities in active markets that a government can access at the measurement date, Level 2 inputs 
consist of inputs other than quoted prices that are observable for an asset or liability, either directly or 
indirectly, and Level 3 inputs have the lowest priority and consist of unobservable inputs for an asset or 
liability. The District's investments in LAIF and CalTRUST are measured using Level 2 inputs as 
described above. 
 
Note 3: Mitigation Deposits 
 
Much of the District's work is associated with facilitation of mitigation responsibilities in exchange for 
impacts to natural resources committed in the course of development by a variety of project 
proponents. The District requires each proponent to remit a deposit to fund all work done by the District. 
As part of the deposit process, each proponent is also required to sign a deposit agreement, outlining 
the need for the initial deposit to complete work and referencing the potential need for securing future 
deposit if the original total was exceeded. 
 
District staff work to ensure deposit amounts are not exhausted prior to securing additional deposits; 
however, at times the associated and costly legal and consulting performed on these projects can 
overwhelm deposit funds in the short-term. At June 30, 2018 and 2017, the District was owed $28,979 
and $31,730, respectively, for expenditures incurred in excess of deposits on several projects. At 
June 30, 2018 and 2017, these deposit receivable balances were included in the District's other 
receivables balance of $62,248 and $131,955, respectively.  
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Note 4:  Capital Assets 
 
Capital asset activity for year ended June 30, 2018 was as follows: 
 

Beginning Ending
Balance Additions Deletions Balance

Capital assets, not
being depreciated

Land 1,584,000$  218,000$     -$            1,802,000$  
Land easement 2,017,701    -                  -              2,017,701    
Land options 155,000       -                  -              155,000       
In-lieu fee program land costs 164,498       136,031       -              300,529       

Total capital assets, not being
depreciated 3,921,199    354,031       -              4,275,230    

Capital assets, being 
depreciated

Equipment 53,374         1,978           -              55,352         
Furniture and fixtures 1,098           -                  -              1,098           
Vehicles 51,858         -                  -              51,858         

Total capital assets, being
depreciated 106,330       1,978           -              108,308       

Less accumulated depreciation for:
Equipment (41,832)        (4,433)         -              (46,265)       
Furniture and fixtures (1,097)          -                  -              (1,097)         
Vehicles (49,278)        (2,579)         -              (51,857)       

Total accumulated depreciation (92,207)        (7,012)         -              (99,219)       

Total capital assets, being
depreciated, net 14,123         (5,034)         9,089           

Governmental activities - capital
assets, net 3,935,322$  348,997$     -$            4,284,319$  
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Note 4:  Capital Assets (continued) 
 
Capital asset activity for year ended June 30, 2017 was as follows: 
 

Beginning Ending
Balance Additions Deletions Balance

Governmental activities:
Capital assets, not

being depreciated
Land 1,584,000$  -$                -$            1,584,000$  
Land easement 1,966,470    51,231         -              2,017,701    
Land options -                   155,000       -              155,000       
In-lieu fee program land costs 96,219         68,279         -              164,498       

3,646,689    274,510       -              3,921,199    

Capital assets, being 
being depreciated

Equipment 46,408         8,263           (1,297)     53,374         
Furniture and fixtures 2,275           -                  (1,177)     1,098           
Vehicles 51,858         -                  -              51,858         

100,541       8,263           (2,474)     106,330       

Less accumulated depreciation for:
Equipment (41,102)        (2,027)         1,297      (41,832)       
Furniture and fixtures (2,112)          (162)            1,177      (1,097)         
Vehicles (44,979)        (4,299)         -              (49,278)       

(88,193)        (6,488)         2,474      (92,207)       

Total capital assets, being
depreciated, net 12,348         1,775           -              14,123         

Governmental activities - capital
assets, net 3,659,037$  276,285$     -$            3,935,322$  

 
 
Note 5: Compensated Absences 
 
Changes in compensated absences during the year ended June 30, 2018 were as follows: 
 

Beginning Ending Due within
balance Additions Deletions balance one year

Compensated absences 18,132$  14,887$ 9,530$   23,489$ 5,872$     
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Note 5: Compensated Absences (continued) 
 
Changes in compensated absences during the year ended June 30, 2017 were as follows: 
 

Beginning Ending Due within
balance Additions Deletions balance one year

Compensated absences 10,509$  16,406$ 8,783$   18,132$ 4,533$     
 

 
Note 6: Related-Party Transactions 
 
Santa Ana Watershed Association (SAWA) is a not-for-profit organization comprised of four local 
resource conservation districts and one water district. The District holds one seat on the Board of 
Directors of SAWA. SAWA aids the various districts in their conservation efforts by providing support 
staff and other services. For the year ended June 30, 2018 and 2017, the District was paid or accrued 
$87,856 and $78,766, respectively, for costs incurred related to SAWA projects. At June 30, 2018 and 
2017, the District is owed $28,445 and $64,784, respectively, and had an outstanding balance payable 
to SAWA of $18,379 and $15,156 respectively. 
 
Note 7: Risk Management  
 
The District participates in a joint venture under a joint powers agreement (JPA) with the Special District 
Risk Management Authority (the Authority). The Authority is a risk-pooling, self-insurance authority 
created under the provisions of California Government Code Section 6500 et. sec. 
 
The Authority is governed by a board consisting of a representative from a member agency. The board 
controls the operations of the Authority including selection of CEO and approval of operating budgets. 
The relationship between the District and the Authority is such that the Authority is not a component 
unit of the District for financial reporting purposes. 
 
The purpose of the Authority is to arrange and administer programs of insurance for the pooling of self-
insured losses and to purchase excess insurance coverage. Copies of the Authority's annual financial 
report may be obtained from their office at 1112 "I" Street, Suite 300, Sacramento, CA 95814. At 
June 30, 2018 and 2017, the District's participation in the self-insurance programs of the Authority was 
as follows: 
 
Property loss: Insured up to replacement value with a $1,000 deductible per occurrence for buildings, 
personal property, and mobile equipment; the Authority is self-insured up to $200,000 SIR. The risk 
pool has a $1,000,000,000 limit. 
 
Boiler and machinery coverage:  Insured up to replacement value with a $1,000 deductible per claim for 
sudden and accidental breakdown of fired and unfired pressure vessels, boilers, heating, air 
conditioning, machinery, and equipment; the Authority is self-insured up to $10,000 per occurrence and 
has purchased excess insurance coverage up to $100,000,000 per occurrence. 
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Note 7: Risk Management (continued) 
 
General liability:  Insured up to $5,000,000 per occurrence (no aggregate) with a $500 deductible per 
occurrence for property damage claims; the Authority is self-insured up to $250,000 and excess 
insurance coverage has been purchased. 
 
Auto liability:  Insured up to $5,000,000 per occurrence (no aggregate) with a $1,000 deductible for 
property damage. 
 
Employee dishonesty coverage:  Insured up to $400,000 limit. 
 
Public officials and employee errors: Insured up to $500,000 per occurrence and in aggregate per each 
elected/appointed board member with a $500 deductible per occurrence. 
 
Personal liability for board members:  Insured up to $500,000 per occurrence and in aggregate per 
each elected/appointed board member with a $500 deductible per occurrence. 
 
Vehicle physical damage:  Insured for actual cash value at time of loss or actual cost to repair vehicle 
with a $500 collision and a $250 comprehensive deductible. 
 
Workers' Compensation:  Statutory. Premiums based on payroll and loss history. 
 
Note 8: Defined Benefit Pension Plan (PERS) 
 
A. General Information about the Pension Plan 
 
Plan Description 
 
All qualified permanent and probationary employees are eligible to participate in the Public Agency 
Cost-Sharing Multiple-Employer Defined Benefit Pension Plan (Plan) administered by the California 
Public Employees' Retirement System (CalPERS.) The Plan consists of individual rate plans (benefit 
tiers) within a safety risk pool (police and fire) and a miscellaneous risk pool (all other). Plan assets may 
be used to pay benefits for any employer rate plan of the safety and miscellaneous pools. Accordingly, 
rate plans within the safety or miscellaneous pools are not separate plans under GASB Statement 
No. 68. Individual employers may sponsor more than one rate plan in the miscellaneous or safety risk 
pools. The District sponsors two miscellaneous rate plans. Benefit provisions under the Plan are 
established by State statute and District resolution. CalPERS issues publicly available reports that 
include a full description of the pension plan regarding benefit provisions, assumptions and 
membership information that can be found on the CalPERS' website.  
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Note 8: Defined Benefit Pension Plan (PERS) (continued) 
 
A. General Information about the Pension Plan (continued) 
 
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. Members with five years of total 
service are eligible to retire at age 50 with statutorily reduced benefits. All members are eligible for 
nonduty disability benefits after 5 years of service. The death benefit is one of the following: the Basic 
Death Benefit, the 1957 Survivor Benefit, or the Optional Settlement 2W Death Benefit. The cost-of-
living adjustments for each plan are applied as specified by the Public Employees' Retirement Law. 
 
The Plan operates under the provisions of the California Public Employees' Retirement Law (PERL), 
the California Public Employees' Pension Reform Act of 2013 (PEPRA), and the regulations, 
procedures and policies adopted by the CalPERS Board of Administration. The Plan's authority to 
establish and amend the benefit terms are set by the PERL and PEPRA, and may be amended by the 
California state legislature and in some cases require approval by the CalPERS Board. 
 
The Plan's provisions and benefits in effect at June 30, 2018 are summarized as follows: 
 

PRIOR TO AFTER
Hire date JANUARY 1, 2013 JANUARY 1, 2013
Benefit formula 2% @ 60 2% @ 62
Benefit vesting schedule 5 Years of service 5 Years of service
Benefit payments monthly for life monthly for life
Retirement age 50-67 52-67
Monthly benefits, as a percentage of 

eligible compensation 1.092% to 1.460% 1.000% to 2.500%
Required employee contribution rates 7% 6%
Required employer contribution rates 7.200% 6.533%

Miscellaneous
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Note 8: Defined Benefit Pension Plan (PERS) (continued) 
 
A. General Information about the Pension Plan (continued) 
 
The Plan's provisions and benefits in effect at June 30, 2017 are summarized as follows: 
 

PRIOR TO ON OR AFTER
Hire date JANUARY 1, 2013 JANUARY 1, 2013
Benefit formula 2% @ 60 2% @ 62
Benefit vesting schedule 5 Years of service 5 Years of service
Benefit payments monthly for life monthly for life
Retirement age 50-55 52-67
Monthly benefits, as a percentage of 

eligible compensation 1.092% to 1.460% 1.000% to 2.500%
Required employee contribution rates 7% 50% of normal cost
Required employer contribution rates 7.159% 7.159%

Miscellaneous

 
 
Contributions 
 
Section 20814(c) of the California Public Employees' Retirement Law (PERL) requires that the 
employer contribution rates for all public employers be determined on an annual basis by the actuary 
and shall be effective on the July 1 following notice of a change in the rate. The total plan contributions 
are determined through CalPERS' annual actuarial valuation process. For public agency cost-sharing 
plans covered by either the Miscellaneous or Safety risk pools, the Plan's actuarially determined rate is 
based on the estimated amount necessary to pay the Plan's allocated share of the risk pool's costs of 
benefits earned by employees during the year, and any unfunded accrued liability. The employer is 
required to contribute the difference between the actuarially determined rate and the contribution rate of 
employees. Employer contribution rates may change if plan contracts are amended. Employer 
contributions to the Plan for the fiscal year ended June 30, 2018 and 2017 were $45,274 and $32,415, 
respectively. 
 
B. Net Pension Liability/Asset 
 
The District's net pension liability/asset for the Plan is measured as the total pension liability, less the 
pension plan's fiduciary net position. A summary of principal assumptions and methods used to 
determine the net pension liability/asset is as follows. 
 
 



Inland Empire Resource Conservation District 
 
Notes to Financial Statements 
For the Year Ended June 30, 2018 and 2017 
 

 
 

-34- 

Note 8: Defined Benefit Pension Plan (PERS) (continued) 
 
B. Net Pension Liability/Asset (continued) 
 
Actuarial Methods and Assumptions Used to Determine Total Pension Liability 
 

Miscellaneous
Measurement date 2017 and 2016
Actuarial cost method Entry age normal
Actuarial Assumptions:

Discount rate 7.15% for 2017 and 7.65% for 2016
Inflation 2.75%
Salary increases Varies by entry age and service
Investment Rate of Return 7.15% for 2017 and 7.65% for 2016
Mortality rate table (1) Derived using CalPERS' membership 

data for all funds
Post Retirement Benefit Increase Contract COLA up to 2.75% until 

purchasing power protection
protection allowance floor on purchasing 
power applies, 2.75% thereafter

(1) The mortality table used was developed based on CalPERS-specific data. The table includeds 20 years of mortality improvements  
 
All other actuarial assumptions used in the June 30, 2016 and 2015 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, at www.calpers.ca.gov. 
 
Discount Rate 
 
The discount rate used to measure the total pension liability for measurement date June 30, 2017 and 
2016 was 7.15% and 7.65%, respectively. 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 plan, the test revealed the assets would not run out. Therefore, the current 
discount rate is appropriate and the use of the municipal bond rate calculation is not deemed 
necessary. The long-term expected discount rate is applied to all plans in the Public Employees 
Retirement Fund. 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 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 return (expected returns, 
net of pension plan investment expense and inflation) are developed for each major asset class. 
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Note 8: Defined Benefit Pension Plan (PERS) (continued) 
 
B. Net Pension Liability/Asset (continued) 
 
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 (Public Employees' 
Retirement Fund) cash flows. Such cash flows were developed assuming that both members and 
employers will make their required contributions on time and as scheduled in all future years. Using 
historical returns of all the funds' asset classes, expected compound (geometric) returns were 
calculated over the short-term (first 10 years) and the long-term (11-60 years) using a building-block 
approach. Using the expected nominal returns for both short-term and long-term, the present value of 
benefits was calculated for each fund. The expected rate of return was set by calculating the single 
equivalent expected return that arrived at the same present value of benefits for cash flows as the one 
calculated using both short-term and long-term returns. The expected rate of return was then set 
equivalent to the single equivalent rate calculated above and rounded down to the nearest one quarter 
of one percent.  
 
The following tables reflect long-term expected real rate of return by asset class for the years ended 
June 30, 2018 and 2017 respectively. The rate of return was calculated using the capital market 
assumptions applied to determine the discount rate and asset allocation.  
 

Current Real Return Real Return
Target Years Years

Asset Class Allocation 1-10 (1) 11+ (2)
Global Equity 47.0   % 4.90     % 5.38  %
Global Debt Securities 19.0   0.80     2.27  
Inflation Assets 6.0     0.60     1.39  
Private Equity 12.0   6.60     6.63  
Real Assets 11.0   2.80     5.21  
Infrastructure and Forestland 3.0     3.90     5.36  
Liquidity 2.0     (0.40)   (0.90) 

Total 100.0 

(1) An expected inflation of 2.5% used for this period

(2) An expected inflation of 3.0% used for this period
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Note 8: Defined Benefit Pension Plan (PERS) (continued) 
 
B. Net Pension Liability/Asset (continued) 
 

Current Real Return Real Return
Target Years Years

ASSET CLASS Allocation 1-10 (1) 11+ (2)
Global Equity 51.0   % 5.25     % 5.71  %
Global Fixed Income 20.0   0.99     2.43  
Inflation Sensitive Assets 6.0     0.45     3.36  
Private Equity 10.0   6.83     6.95  
Real Assets 10.0   4.50     5.13  
Infrastructure and Forestland 2.0     4.50     5.09  
Liquidity 1.0     (0.55)   (1.05) 

Total 100.0 

(1) An expected inflation of 2.5% used for this period

(2) An expected inflation of 3.0% used for this period
 

 
Pension Plan Fiduciary Net Position 
 
Information about the pension plan's assets, deferred outflows of resources, liabilities, deferred inflows 
of resources, and fiduciary net position are presented in CalPERS' audited financial statements, which 
are publicly available reports that can be obtained at CalPERS' website, at www.calpers.ca.gov. The 
plan's fiduciary net position and additions to/deductions from the Plan's fiduciary net position have been 
determined on the same basis used by the pension plan, which is the economic resources 
measurement focus and the accrual basis of accounting. Benefits and refunds are recognized when 
due and payable in accordance with the terms of each plan. Investments are reported at fair value. 
 
The plan fiduciary net position disclosed in the GASB 68 accounting valuation report may differ from the 
plan assets reported in the funding actuarial valuation report due to several reasons. First, for the 
accounting valuations, CalPERS must keep items such as deficiency reserves, fiduciary self-insurance 
and Other Post-Employment Benefits (OPEB) expense included as assets. These amounts are 
excluded for rate setting purposes in the funding actuarial valuation. In addition, differences may result 
from early Comprehensive Annual Financial Report closing and final reconciled reserves. 
 
C. Proportionate Share of Net Pension Liability/Asset 
 
The District's net pension liability for each Plan is measured as the proportionate share of the net 
pension liability. The District's proportion of the net pension liability was determined by CalPERS using 
the output from the Actuarial Valuation System and the fiduciary net position, as provided in the 
CalPERS Public Agency Cost-Sharing Allocation Methodology Report, which is a publicly available 
report that can be obtained at CalPERS' website, at www.calpers.ca.gov.
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Note 8: Defined Benefit Pension Plan (PERS) (continued) 
 
C. Proportionate Share of Net Pension Liability/Asset (continued) 
 
The following table shows the Plan's proportionate share of the net pension liability/asset over the 
measurement period at June 30, 2018. 
 
Miscellaneous Plan: 
 

Increase (Decrease)
Plan Total Plan Fiduciary Net Plan Net Pension Proportionate

Pension Liability Position Liability/(Asset) Share of Plan's Net
(a) (b) (c) = (a) - (b) Pension/Liability Asset

Balance at: 6/30/2016 (VD) 1,133,072$        1,173,181$            (40,109)$              -0.00115%
Balance at: 6/30/2017 (MD) 1,311,755$        1,325,780$            (14,025)$              -0.03560%
Net Changes during 2016-17 178,683$           152,599$               26,084$                -0.03445%

 
Valuation Date (VD), Measurement Date (MD). 
 
The following table shows the Plan's proportionate share of the net pension liability/asset over the 
measurement period at June 30, 2017. 
 
Miscellaneous Plan: 
 

Increase (Decrease)
Plan Total Plan Fiduciary Net Plan Net Pension Proportionate

Pension Liability Position Liability/(Asset) Share of Plan's Net
(a) (b) (c) = (a) - (b) Pension/Liability Asset

Balance at: 6/30/2015 (VD) 1,051,606$        1,163,806$            (112,200)$            -0.00409%
Balance at: 6/30/2016 (MD) 1,133,072$        1,173,181$            (40,109)$              -0.00115%
Net Changes during 2015-16 81,466$             9,375$                   72,091$                0.00294%

 
Valuation Date (VD), Measurement Date (MD). 
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Note 8: Defined Benefit Pension Plan (PERS) (continued) 
 
C. Proportionate Share of Net Pension Liability/Asset (continued) 
 
Sensitivity of the Proportionate Share of the Net Pension Liability/Asset to Changes in the  
 Discount Rate  
 
The following presents the District's proportionate share of the net pension liability of the Plan as of the 
measurement date June 30, 2017 and 2016, calculated using the discount rate of 7.15% and 7.65%, 
respectively, as well as what the net pension liability would be if it were calculated using a discount rate 
that is 1 percentage-point lower or 1 percentage-point higher than the current rate: 
 

Discount Current Discount
Rate - 1% Discount Rate + 1%

Miscellaneous Plan's Net Pension Liability/(Asset)
June 30, 2017 Measurement Date 166,403$      (14,025)$        (163,458)$  
June 30, 2016 Measurement Date 112,437$      (40,109)$        (166,182)$  

 
 
Recognition of Gains and Losses 
 
Under GASB 68, gains and losses related to changes in total pension liability and fiduciary net position 
are recognized in pension expense systematically over time. 
 
The first amortized amounts are recognized in pension expense for the year the gain or loss occurs. 
The remaining amounts are categorized as deferred outflows and deferred inflows of resources related 
to pensions and are to be recognized in future pension expense. 
 
The amortization period differs depending on the source of the gain or loss: 
 

Difference between projected 
and actual earnings 
 

5 year straight-line amortization 

All other amounts Straight-line amortization over the average expected 
remaining service lives of all members that are 
provided with benefits (active, inactive and retired) as 
of the beginning of the measurement period 

 
The expected average remaining service lifetime (EARSL) is calculated by dividing the total future 
service years by the total number of plan participants (active, inactive, and retired) in the Public Agency 
Cost-Sharing Multiple-Employer Plan (PERF C). 
 
The EARSL for the Plan for the 2016-17 and 2015-16 measurement period is 3.8 years. 
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Note 8: Defined Benefit Pension Plan (PERS) (continued) 
 
D. Pension Expense and Deferred Outflows and Deferred Inflows of Resources 
    Related to Pensions 
 
For the years ended June 30, 2018 and 2017, the District recognized pension expense of $11,924, and 
$29,412 for the Plan, respectively. 
 
As of June 30, 2018, the District has deferred outflows and deferred inflows of resources related to 
pensions as follows: 
 

Deferred  
Outflows of Deferred Inflows
Resources of Resources

Differences Between Expected and
Actual Experience 441$             (6,320)$                 

Changes in Assumptions 54,737          (4,174)                   
Net Differences Between Projected and

Actual Earnings on Pension Plan
Investments 12,379          

Change in Employer's Proportion 19,348          (18,391)                 
Difference in Actual vs Projected Contributions
Differences Between the Employer's

Contributions and the Employer's
Proportionate Share of Contributions (23,744)                 

Adjustment Due to Difference in 
Proportions

Pension Contributions Subsequent to
Measurement Date 45,274          

Totals 132,179$      (52,629)$                
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Note 8: Defined Benefit Pension Plan (PERS) (continued) 
 
D. Pension Expense and Deferred Outflows and Deferred Inflows of Resources 
    Related to Pensions (continued) 
 
As of June 30, 2017, the District has deferred outflows and deferred inflows of resources related to 
pensions as follows: 
 

Deferred  
Outflows of Deferred Inflows
Resources of Resources

Differences Between Expected and
Actual Experience 743$             (200)$                    

Changes in Assumptions (7,023)                   
Net Differences Between Projected and

Actual Earnings on Pension Plan
Investments 30,318          

Change in Employer's Proportion (28,193)                 
Difference in Actual vs Projected Contributions
Differences Between the Employer's

Contributions and the Employer's
Proportionate Share of Contributions (25,827)                 

Adjustment Due to Difference in 
Proportions (123)                      
Measurement Date 32,415          

Totals 63,476$        (61,366)$                
 
Deferred outflows of resources related to contributions subsequent to the measurement date are 
recognized as a reduction of the net pension liability in the following year. Amounts reported as 
deferred outflows and deferred inflows of resources related to pensions will be recognized in future 
pension expense as follows: 
 

For the year ended June 30,  2018 2017
2018 -$              (33,550)$  
2019 (7,980)       (25,734)    
2020 31,001      17,850     
2021 18,604      11,129     
2022 (7,349)       -               

                   Total   34,276$    (30,305)$  
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Note 9: Operating Leases 
 

During the year ended June 30, 2008, the District entered into a noncancelable operating lease 
agreement for office space. The lease is for sixty (60) months and has been subsequently extended by 
amendment through October 31, 2019. The lease will become cancelable at the completion of the 
extended term. Expenditures totaling $64,761 and $66,606 were charged to operations during the year 
ended June 30, 2018 and 2017, respectively, for rental payments.  
 
Future minimum payments under noncancelable operating lease agreements are as follow: 
 

For the year ended June 30,  2018 2017
2018 -$             64,764$   
2019 66,704     66,704     
2020 22,452     22,452     

Total minimum future rental payments 89,156$   153,920$ 
 

 
Note 10: Nonmonetary Transactions 
 
In February 2018, the District received a donation of land from the City of Ranch Cucamonga. The land 
was recorded at appraised value at the date of donation for $218,000. In addition, revenue was 
recognized in an amount equal to the assets transferred. 
 
Note 11: Subsequent Events 
 
In the preparation of these financial statements, the District considered subsequent events through 
October 17, 2018, which is the date these financial statements were issued. No events occurred 
through this date requiring disclosure. 
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Inland Empire Resource Conservation District 

Budgetary Comparison Schedule - General Fund
For the Year Ended June 30, 2018

Original Variance with
Budget Final Budget Actual Final Budget

REVENUES
Property taxes 1,500,000$  1,500,000$  1,458,475$    (41,525)$         
SAWA projects 100,000       100,000       87,586           (12,414)           
Mitigation funds 800,000       800,000       62,930           (737,070)         
Conservation easement contribution 250,000       250,000       -                    (250,000)         
Investment earnings 115,000       115,000       125,016         10,016             
Reimbursable grant revenue 347,000       388,130       292,788         (95,342)           
Program revenue 62,000         62,000         67,119           5,119               
In lieu fee program revenue 3,000,000    3,000,000    -                    (3,000,000)      
Other 10,000         10,000         1,640             (8,360)             

Total revenues 6,184,000    6,225,130    2,095,554      (4,129,576)      

EXPENDITURES
Salaries and benefits 948,900       996,870       904,953         91,917             
Services and supplies 1,648,521    1,660,421    1,484,538      175,883           
Special projects fund 501,579       492,339       277,069         215,270           
Capital outlay:

Capital expenditures 2,085,000    2,075,500    54,528           2,020,972        
In lieu fee program development 1,000,000    1,000,000    83,481           916,519           

Total expenditures 6,184,000    6,225,130    2,804,569      3,420,561        

Net change in fund balance -$                 -$                 (709,015)       (709,015)$       

Fund balance - beginning 11,137,499    

Fund balance - ending 10,428,484$  
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Inland Empire Resource Conservation District 

Budgetary Comparison Schedule - General Fund
For the Year Ended June 30, 2017

Original Variance with
Budget Final Budget Actual Final Budget

REVENUES
Property taxes 1,300,000$  1,300,000$  1,333,699$   33,699$        
SAWA projects 140,000       140,000       78,766          (61,234)         
Mitigation funds 1,245,000    1,245,000    261,583        (983,417)       
Conservation easement contribution 250,000       550,000       237,578        (312,422)       
Investment earnings 50,000         60,000         78,991          18,991          
Reimbursable grant revenue 180,000       230,000       83,647          (146,353)       
Program revenue -                  -                  75,747          75,747          
Other -                  -                  15,257          15,257          

Total revenues 3,165,000    3,525,000    2,165,268     (1,359,732)    

EXPENDITURES
Salaries and benefits 707,140       621,000       630,882        (9,882)           
Services and supplies 2,377,860    2,879,000    1,185,304     1,693,696     
Capital outlay:

Conservation easement land -                  -                  -                    -                    
Environmental education center 15,000         15,000         15,000          -                    
Equipment purchases 10,000         10,000         7,717            2,283            

Total expenditures 3,110,000    3,525,000    1,838,903     1,686,097     

Net change in fund balance 55,000$       -$                326,365        326,365$      

Fund Balance - beginning 10,811,134   

Fund Balance - ending 11,137,499$ 
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Inland Empire Resource Conservation District 

Schedules of the District's Proportionate Share of the Plan's Net Pension Liability and
Related Ratios as of the Measurement Date

For the Years Ended June 30, 2018 and 2017

Last 10 Years*
Measurement Date

6/30/2017 6/30/2016 6/30/2015 6/30/2014
Employer's Proportion of the Collective 

Net Pension Liability/Asset¹ -0.03560% -0.00115% -0.00409% -0.00259%

Employer's Proportionate Share of the 
Collective Net Pension 
Liability/(Asset) (14,025)$    (40,109)$    (112,200)$  (63,953)$    

Covered Payroll2 481,120$   417,813$   375,538$   322,604$   

Employer's Proportionate Share of the
Collective Net Pension Liability as 
a Percentage of the Covered 
Payroll -2.92% -9.60% -29.88% -19.82%

Pension Plan's Fiduciary Net Position 
as a Percentage of the Total Pension
Liability 101.07% 103.54% 110.67% 106.65%

1

2

*

Proportion of the collective net pension liability represents the plan's proportion of PERF 
C, which includes both the Miscellaneous and Safety Risk Pools excluding the 1959 
Covered payroll is defined as the payroll on which contributions to a pension plan are 
based, in accordance with GASB 82.

Measurement date 6/30/2014 was the 1st year of implementation, therefore, only four

years are shown. More years will be added as they become available.  
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Inland Empire Resource Conservation District 

Schedules of Plan Contributions

For the Years Ended June 30, 2018 and 2017

Last 10 Years*
Fiscal Year Fiscal Year Fiscal Year Fiscal Year

2017-18 2016-17 2015-16 2014-15

Contractually Determined Contributions 45,274$     32,415$     26,059$     18,017$     
Contributions in Relation to the Contractually 

Determined Contributions (45,274)      (32,415)      (26,059)      (18,017)      

Contribution Deficiency (Excess) -$               -$               -$               -$               

Covered Payroll1 676,138$   481,120$   417,813$   375,538$   

Contributions as a Percentage of Covered Payroll 6.70% 6.74% 6.24% 4.80%

1 Covered payroll is defined as the payroll on which contributions to a pension plan are based, in 
accordance with GASB 82.

* Fiscal year 2013-14 was the 1st year of implementation, therefore, only four years

are shown. More years will be added as they become available.
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INDEPENDENT AUDITOR'S REPORT ON  
INTERNAL CONTROL OVER FINANCIAL REPORTING  

AND ON COMPLIANCE AND OTHER MATTERS BASED 
ON AN AUDIT OF FINANCIAL STATEMENTS  

PERFORMED IN ACCORDANCE WITH 
GOVERNMENT AUDITING STANDARDS 

Board of Directors 
Inland Empire Resource Conservation District 
Redlands, California 

We have audited, in accordance with the auditing standards generally 
accepted in the United States of America and the standards applicable 
to financial audits contained in Government Auditing Standards issued 
by the Comptroller General of the United States, the financial 
statements of the governmental activities and the general fund of 
Inland Empire Resource Conservation District (District) and for the 
years ended June 30, 2018 and 2017, respectively, and the related 
notes to the financial statements, which collectively comprise the 
District's basic financial statements, and have issued our report 
thereon dated October 17, 2018. 

Internal Control over Financial Reporting 

In planning and performing our audit of the financial statements of the 
governmental activities and the general fund of Inland Empire 
Resource Conservation District, as of and for the years ended June 30, 
2018 and 2017, in accordance with auditing standards generally 
accepted in the United States of America, we considered the District's 
internal control over financial reporting (internal control) to determine 
the audit procedures that are appropriate in the circumstances for the 
purpose of expressing our opinion on the financial statements, but not 
for the purpose of expressing an opinion on the effectiveness of the 
District's internal control. Accordingly, we do not express an opinion on 
the effectiveness of the District's internal control. 
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A deficiency in internal control exists when the design or operation of a control does not allow 
management or employees, in the normal course of performing their assigned functions, to 
prevent, or detect and correct misstatements on a timely basis. A material weakness is a 
deficiency, or a combination of deficiencies, in internal control, such that there is a reasonable 
possibility that a material misstatement of the entity's financial statements will not be 
prevented, or detected and corrected on a timely basis. A significant deficiency is a deficiency, 
or a combination of deficiencies, in internal control that is less severe than a material 
weakness, yet important enough to merit attention by those charged with governance. 
 
Our consideration of internal control was for the limited purpose described in the first 
paragraph of this section and was not designed to identify all deficiencies in internal control 
that might be material weaknesses or significant deficiencies and therefore, material 
weaknesses or significant deficiencies may exist that have not been identified. Given these 
limitations, during our audit we did not identify any deficiencies in internal control that we 
consider to be material weaknesses. We did identify certain deficiencies in internal control, 
described below that we consider to be significant deficiencies. 
 
2018-01 Donated Assets 
 
During the year, the District received a donation of property. Through audit procedures, we 
discovered this transaction had not been recorded in the general ledger. We recommend that 
the District implement written policies and procedures to account for donated assets. 
 
Management Response: The IERCD management staff analyzed the process of receipt of 
donated land and corresponding failure to properly record as an asset, and ultimately 
concluded it was due to management failure to keep accounting staff apprised of IERCD 
monthly board actions, particularly those with the ability to impact District asset accounting.  
This was particularly important in the 2017-18 fiscal year, when key accounting staff working 
on behalf of the IERCD left and were replaced by new staff.  In order to prevent a similar 
failure to record District assets, the IERCD District Manager has begun in fiscal year 2018-19 
to provide a written report to IERCD accounting staff, following the District’s monthly board 
meeting.  This report summarizes the District’s meeting agenda and actions taken, and will be 
used as the foundation for ongoing communication between IERCD managerial staff and 
accounting staff in ensuring follow through on proper recordation of all District assets. 
 
Compliance and Other Matters 
 
As part of obtaining reasonable assurance about whether the District's financial statements are 
free from material misstatement, we performed tests of its compliance with certain provisions 
of laws, regulations, contracts, and grant agreements, noncompliance with which could have a 
direct and material effect on the determination of financial statement amounts. However, 
providing an opinion on compliance with those provisions was not an objective of our audit 
and, accordingly, we do not express such an opinion. The results of our tests disclosed no 
instances of noncompliance or other matters that are required to be reported under 
Government Auditing Standards. 
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Purpose of this Report 

The purpose of this report is solely to describe the scope of our testing of internal control and 
compliance and the results of that testing, and not to provide an opinion on the effectiveness of 
the District's internal control or on compliance. This report is an integral part of an audit 
performed in accordance with Government Auditing Standards in considering the District's 
internal control and compliance. Accordingly, this communication is not suitable for any other 
purpose. 

October 17, 2018 
Riverside, California 



October 17, 2018 

To the Board of Directors 
Inland Empire Resource Conservation District 
Redlands, California 

We have audited the financial statements of the governmental 
activities and the General Fund, of Inland Empire Resource 
Conservation District (District) for the years ended June 30, 2018 and 
2017. Professional standards require that we provide you with 
information about our responsibilities under generally accepted 
auditing standards, as well as certain information related to the 
planned scope and timing of our audit. We have communicated such 
information in our letter to you dated May 2, 2018. Professional 
standards also require that we communicate to you the following 
information related to our audit. 

Significant Audit Findings 
Qualitative Aspects of Accounting Practices 
Management is responsible for the selection and use of 
appropriate accounting policies. The significant accounting policies 
used by the District are described in Note 1 to the financial 
statements. No new accounting policies were adopted and the 
application of existing policies was not changed during 2018. We 
noted no transactions entered into by the governmental unit during 
the year for which there is a lack of authoritative guidance or 
consensus. All significant transactions have been recognized in the 
financial statements in the proper period. 
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Accounting estimates are an integral part of the financial statements prepared by 
management and are based on management's knowledge and experience about past and 
current events and assumptions about future events. Certain accounting estimates are 
particularly sensitive because of their significance to the financial statements and because 
of the possibility that future events affecting them may differ significantly from those 
expected. The most sensitive estimates affecting the District's financial statements were: 

 
The net pension asset and related deferred inflows and outflows of resources are based 
on amounts determined by an actuarial valuation. Actuarial computations are based on a 
number of assumptions, such as the rate of return on investments, rate of inflation, and 
life expectancy. The acquisition value of donated capital assets is estimated based on 
an appraisal of the related property. We evaluated the key factors and assumptions used 
to develop the estimate in determining that it is reasonable in relation to the financial 
statements taken as a whole. 
 

Certain financial statement disclosures are particularly sensitive because of their 
significance to financial statement users. The most sensitive disclosure affecting the 
financial statements was: 
 

Those disclosure of the net pension asset and related deferred inflows and outflows of 
resources in Note 8 to the financial statements. 

 
The financial statement disclosures are neutral, consistent, and clear. 
 
Difficulties Encountered in Performing the Audit 
We encountered no significant difficulties in dealing with management in performing and 
completing our audit. 
 
Corrected and Uncorrected Misstatements 
Professional standards require us to accumulate all known and likely misstatements 
identified during the audit, other than those that are clearly trivial, and communicate them 
to the appropriate level of management. We proposed an adjustment to record the value of 
a donated property for $218,000.  Management has agreed to correct the misstatement.
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Disagreements with Management 
For purposes of this letter, a disagreement with management is a financial accounting, 
reporting, or auditing matter, whether or not resolved to our satisfaction, that could be 
significant to the financial statements or the auditor's report. We are pleased to report that 
no such disagreements arose during the course of our audit. 

Management Representation 
We have requested certain representations from management that are included in the 
management representation letter dated October 17, 2018. 

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

Other Audit Findings or Issues 
We generally discuss a variety of matters, including the application of accounting principles 
and auditing standards, with management each year prior to our retention as the District's 
auditor. However, these discussions occurred in the normal course of our professional 
relationship and our responses were not a condition to our retention.
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 Other Matters 
We applied certain limited procedures to the management’s discussion and analysis, 
budgetary comparison schedules, schedules of the District’s proportionate share of the 
Plan’s net pension liability, schedules of Plan contributions which are required 
supplementary information (RSI) that supplements the basic financial statements. Our 
procedures consisted of inquiries of management regarding the methods of preparing the 
information and comparing the information for consistency with management’s responses 
to our inquiries, the basic financial statements, and other knowledge we obtained during 
our audit of the basic financial statements. We did not audit the RSI and do not express an 
opinion or provide any assurance on the RSI.  

Restriction on Use 
This information is intended solely for the use of the Board of Directors and management of 
Inland Empire Resource Conservation District and is not intended to be and should not be 
used by anyone other than these specified parties. 

Very truly yours, 



October 17, 2018 

To the Management of 
Inland Empire Resource Conservation District 
Redlands, California 

In planning and performing our audit of the financial statements of the 
governmental activities and the general fund of Inland Empire Resource 
Conservation District (District) as of and for the years ended June 30, 
2018 and 2017, in accordance with auditing standards generally 
accepted in the United States of America, we considered the District's 
internal control over financial reporting (internal control) to determine the 
audit procedures that are appropriate in the circumstances for the 
purpose of expressing our opinion on the financial statements, but not 
for the purpose of expressing an opinion on the effectiveness of the 
District's internal control. Accordingly, we do not express an opinion on 
the effectiveness of the District's internal control. 

However, during our audit, we became aware of the following matters 
that are opportunities for strengthening internal controls and operating 
efficiency. This letter does not affect our report dated October 17, 2018 
on the financial statements of Inland Empire Resource Conservation 
District. 

CURRENT-YEAR FINDINGS: 

2018-01- Special Funded Projects 
The District established a new program referred to as the Special 
Funded Projects (SPF), in which the District awards grant money 
to local organizations for projects in line with the District’s 
mission. During 2018 the quantity and dollar value of grants 
awarded increased significantly which consequently increased 
the level of monitoring and documentation required by the 
District. We recommend the following: 
 Currently the grantees must provide quarterly progress

reports to the District and can request reimbursement from
the District at any given time. During our audit, we noted that
this method can lead to inconsistencies between the
progress of a project and the funds expended. Therefore we
recommend that the District require grantees to provide
progress reporting to the District that corresponds with their
reimbursement request.
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 Furthermore, we recommend that the funding agreement designate an authorized
individual with the grantee organization who must approve and sign all invoices prior
to submittal to the District.

 Response: IERCD managerial and project management staff recognize the importance of 
feedback provided by Eadie and Payne with regard to the Special Projects Fund program, 
particularly as the program is projected to continue to grow in size and scope of projects in 
the next fiscal year.  For this reason, in the second quarter of 2018-19, IERCD staff provided 
an update to all SPF awardees of (1) changes to reporting and invoicing which as of January 
1st 2019, require awardees to align timing and totals of project reports and reimbursement 
requests to lessen errors in reimbursement processing and (2) that invoices submitted after 
January 1st 2019 must be signed by a managerial employee from the awardee’s agency. In 
the 2019-20 SPF cycle, the IERCD will begin requiring all awardees to designate an 
individual capable of signing off on each invoice to certify review has taken place and 
submitted content has been verified by that person, prior to review and processing by the 
IERCD. 

2018-02 - Segregation of Duties 
The District has a small number of employees performing a variety of duties, some of 
which may be incompatible. For instance, the person who handles cash receipts should 
not record the payments to the accounts receivable detail ledger. Separating these duties 
will improve internal controls over cash and other assets and reduce the possibility of 
errors and irregularities. While the District did implement a new cash receipt process it 
did not resolve the threat of diversion of cash receipts. We recommend that the District 
implement a cash receipt list that is pre-numbered so that at any given point in time 
money received can be reconciled for completeness. 

Response: Since receiving this feedback as part of the 2016-17 audit process, in 2017-18, 
the IERCD has separated performance of handling cash receipts from the recordation of 
receipts of cash in the detail ledger. These duties, formerly performed by the administrative 
assistant, were transitioned to the responsibility of the project manager and administrative 
assistant, respectively. The updated protocols involved use of a cash receipts form 
populated by the project manager and signed off by the district manager prior to being 
provided to the administrative assistant for processing and deposit of checks; however, 
during the 2017-18 audit, Eadie and Payne noted that the initial solution failed to fully 
address the potential to divert cash receipts. 
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2018-03 - Vendor Listing 

We noted that the District does not maintain a master vendor file. Disbursements are made 
based on approved invoices and check requests but the payees are not compared to a list 
of approved vendors. We recommend that a master vendor file be established and 
periodically reviewed. The use of a master vendor file will improve internal control by limiting 
opportunities for employee and vendor fraud and preventing duplicate payments to vendors. 
 
Response: Staff developed an approved vendor list and companion form, to be used to add 
any new vendor to IERCD's approved list. This form contains fields including name, budget 
limit, insurance required, and vendor term in addition to any necessary fields to ensure only 
current vendors are retained as part of each operating year's approved list. This form and 
associated protocols was provided to the Budget and Finance Committee in September of 
2018 for edits/feedback, and has since been implemented throughout the remaining fiscal 
year 2018-19.
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STATUS OF PRIOR YEAR FINDINGS: 

2017-01 - Segregation of Duties 
The District has a small number of employees performing a variety of duties, some of which 
may be incompatible. For instance, the person who handles cash receipts should not record 
the payments to the accounts receivable detail ledger. Separating these duties will improve 
internal controls over cash and other assets and reduce the possibility of errors and 
irregularities. This may be done without hiring more personnel. We recommend that the 
District make the following analysis for each facility through the internal audit procedures: 

 Make a list of office personnel and the accounting duties that they perform.
 Isolate any incompatible accounting functions that are the responsibility of one

employee. 
 Reassign responsibility for these duties, if practical, or create a supervisory review of

these functions. 

Response: Since receiving this feedback as part of the 2016-17 audit process, the IERCD 
has separated performance of handling cash receipts from the recordation of receipts of 
cash in the detail ledger. These duties, formerly performed by the Administrative Assistant, 
then became the responsibility of the Programs Manager and Administrative Assistant, 
respectively. The initial updated protocols involved use of a cash receipts form populated by 
the Programs Manager and signed off by the District Manager prior to being provided to the 
administrative assistant for processing and deposit of checks; however, since 
implementation of that first phase of full segregation of duties, the IERCD received additional 
feedback from Eadie and Payne regarding remaining liabilities associated with the updated 
process.  Following this feedback, the District altered approach to cash receipts and tracking 
as further described in 2018-02. 

Status: Partially implemented. See 2018-02 above. 

2017-02 - Password Access 
The District requires employees to use passwords to log into QuickBooks; however, the 
outside accountant uses the same log-in credentials as District personnel. We recommend 
that each QuickBooks user have their own log-in credentials. In addition, these credentials 
should not be shared and, if possible, should be changed periodically. 

Response: The separate log-in has been completed; it will be periodically altered to 
continue elevated security associated with the account. 

Status: Implemented. 
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2017-03 - Vendor Listing 
We noted that the District does not maintain a master vendor file. Disbursements are made 
based on approved invoices and check requests but the payees are not compared to a list 
of approved vendors. We recommend that a master vendor file be established and 
periodically reviewed. The use of a master vendor file will improve internal control by limiting 
opportunities for employee and vendor fraud and preventing duplicate payments to vendors. 

Response: In response to feedback received in 2017 from the 2016-17 audit, IERCD staff 
members began developing an approved vendor list and companion form, to be used to vet 
all additions to IERCD’s approved vendor list. IERCD staff worked with the District’s Budget 
and Finance Committee to review strategies associated with this process including protocols 
and approval levels needed for list updates, and began implementation in September of 
2018-19.  In addition to recommendations listed as part of this report, IERCD staff also made 
the vendor list with highlighted changes part of monthly board packet review following 
feedback received from the Budget and Finance Committee. 

Status: Not yet implemented. See 2018-03 above. 

We will review the status of these comments during our next audit engagement. We have already 
discussed these comments and suggestions with the District's Executive Director, and we will 
be pleased to discuss them in further detail at your convenience, to perform any additional study 
of these matters, or to assist you in implementing the recommendations. 

Very truly yours, 




