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INDEPENDENT ACCOUNTANT’S REVIEW REPORT
Board of Directors
14th District Agricultural Association
Watsonville, California
We have reviewed the accompanying financial statements of 14th District Agricultural
Association, which comprise the statement of net position as of December 31, 2016, and the
related statements of revenues, expenses, and changes in net position, and cash flows for the year
then ended, and the related notes to the financial statements. A review includes primarily
applying analytical procedures to management’s financial data and making inquiries of
management. A review is substantially less in scope than an audit, the objective of which is the
expression of an opinion regarding the financial statements as a whole. Accordingly, we do not
express such an opinion.
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.
Accountant’s Responsibility
Our responsibility is to conduct the review engagement in accordance with Statements on
Standards for Accounting and Review Services promulgated by the Accounting and Review
Services Committee of the AICPA. Those standards require us to perform procedures to obtain
limited assurance as a basis for reporting whether we are aware of any material modifications
that should be made to the financial statements for them to be in accordance with accounting
principles generally accepted in the United States of America. We believe that the results of our
procedures provide a reasonable basis for our conclusion.
Accountant’s Conclusion
Based on our review, we are not aware of any material modifications that should be made to the
accompanying financial statements in order for them to be in accordance with accounting
principles generally accepted in the United States of America.
Report on 2015 Financial Statements
The 2015 financial statements were audited by us and we have expressed an unmodified opinion
on them in our report dated March 1, 2017. We have not performed any auditing procedures
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since that date.
Summarized Comparative Information
The financial statements include partial and summarized prior-year comparative information.
Such information does not include all the required or sufficient detail to constitute a presentation
in conformity with accounting principles generally accepted in the United States of America.
Accordingly, such information should be read in conjunction with the District’s financial
statements, from which such partial and summarized information was derived.
Required Supplementary Information
Accounting principles generally accepted in the United States of America require that the
schedule of proportionate share of the plan’s net pension liability and the schedule of pension
plan contributions as listed on the table of contents be presented to supplement the basic
financial statements. Such information is presented for purposes of additional analysis and,
although not a required 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 and
for placing the basic financial statements in an appropriate operational, economical or historical
context. Management has omitted the management discussion and analysis that is required by the
Governmental Accounting Standards Board who considers it to be an essential part of the
financial reporting and for placing the basic financial statements in an appropriate operational,
economic, or historical context. Such information is the responsibility of management. We have
not audited, reviewed, or compiled the required supplementary information and we do not
express an opinion, a conclusion, nor provide any assurance on it.

McGilloway, Ray, Brown & Kaufman
Salinas, California
September 25, 2018
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14TH DISTRICT AGRICULTURAL ASSOCIATION
NOTES TO FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 31, 2016
1.

Significant Accounting Policies
Nature of Organization
The 14th District Agricultural Association (DAA), a component unit of the State of California,
was formed for the purpose of sponsoring, managing, and conducting the Santa Cruz County Fair
each year in Watsonville, California. The Association also markets the Fairgrounds exhibition
halls, grounds and racetrack facilities and manages hundreds of events each year. The State of
California, Department of Food and Agriculture, through the Division of Fairs and Expositions,
provides oversight responsibilities to the DAA. The DAA is subject to the policies, procedures,
and regulations set forth in the California Government Code, California Business and
Professions Code, Public Contracts Code, Food and Agricultural Code, State Administrative
Manual, and the Accounting Procedures Manual established by the Division of Fairs and
Expositions. The board members of the DAA are appointed by the Governor of the State of
California.
The State of California allocates funds annually to each of the DAA’s throughout the State to
support operations and acquire fixed assets. However, the level of State funding varies from
year to year based on budgetary constraints. The Division of Fairs and Expositions determines
the amount of the allocations.
Measurement Focus, Basis of Accounting, and Financial Statement Presentation
The accounting policies applied to and procedures used by the DAA conform to accounting
principles applicable to District Agricultural Associations as prescribed by the State
Administrative Manual and the Accounting Procedures Manual. The DAA’s activities are
accounted for as an enterprise fund. The Governmental Accounting Standards Board (GASB)
defines an enterprise fund as a fund related to an organization financed and operated in a manner
similar to a private business enterprise where the intent is to recover the costs of providing goods
or services to the general public primarily through user charges.
The DAA's financial activities are accounted for using the accrual basis of accounting in
accordance with accounting principles generally accepted in the United States of America
(GAAP) as promulgated by the Governmental Accounting Standards Board. Thus, revenues are
reported in the year earned rather than collected, and expenses are reported in the year incurred
rather than paid.
Enterprise funds distinguish operating revenues and expenses from nonoperating items.
Operating revenues and expenses generally result from providing services and producing and
delivering goods in connection with an enterprise fund’s principal ongoing operations. The
principal operating revenues of the DAA are revenues related to the operation of the annual fair
and year round rental of buildings and grounds. Operating expenses for enterprise funds include
the cost of sales and services, administrative expenses, and depreciation on capital assets. All
revenues and expenses not meeting this definition are reported as nonoperating revenues and
expenses.
Income Taxes
The DAA is a state agency and, therefore, is exempt from paying taxes on its income.
Cash and Cash Equivalents
The DAA’s cash and cash equivalents are separately held in various local banks. The Financial
Accounting Standards Board defines cash equivalents as short-term, highly liquid investments
that are both: (1) readily convertible to known amounts of cash; and (2) so near their maturity
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that they present insignificant risk of changes in value because of changes in interest rates. The
cost of all cash equivalents of the DAA approximates market value.
The California State Treasury makes available the Local Agency Investment Fund (LAIF)
through which local governments may pool investments. Each governmental entity may invest
up to $50,000,000 in the fund. Investments in the LAIF are highly liquid, as deposits can be
converted to cash within 24 hours without loss of interest. Therefore, the DAA considers all
pooled government funds with the LAIF to be cash equivalents.
In accordance with the Accounting Procedures Manual, the DAA is authorized to deposit funds
in certificates of deposit and interest bearing accounts. However, Government Code Sections
16521 and 16611 require the bank or savings and loan association to deposit, with the State
Treasurer, securities valued at 110 percent of the uninsured portion of the funds deposited with
the financial institution. Government Code Sections 16520 and 16610 provide that security need
not be required for that portion of any deposit insured under any law of the United States, such as
FDIC and FSLIC.
Inventories
Inventories, if any, consist primarily of souvenir items sold during fair time and are stated at
cost.
Receivables
Receivables include amounts due from customers as well as amounts due from interest and other
receivables. An allowance for doubtful accounts is made annually.
Prepaid Expenses
Certain payments to vendors reflect costs applicable to future accounting periods and are
recorded as prepaid expenses.
Capital Assets
Construction-in-progress, land, buildings and improvements, and equipment are acquired with
operating funds, contributions, and funds allocated by the State. Any acquired assets, if greater
than $5,000 and have a useful life of one or more years, are recorded at cost less accumulated
depreciation. Depreciation is computed using the straight-line method over the estimated useful
lives of the asset. Buildings and improvements are depreciated over 5 to 30 years, and purchases
of equipment are depreciated over five years. Capitalized infrastructure assets, such as drainage
systems and paving, may be depreciated over 20 to 40 years. Costs of repairs and maintenance
are expensed as incurred by the DAA. Interest cost on borrowed funds during the period of
construction of capital assets is capitalized as a component of the cost of acquiring those assets,
net of related interest income in the case of tax-exempt debt. Furthermore, donated building
improvements, and equipment are recorded at their fair market value at the date of the gift. This
recorded basis is depreciated over the useful lives identified above. The cost of projects that have
not been placed in service are recorded as construction-in-progress and no depreciation is
recorded until the project is completed and the asset is placed in service.
The Fair periodically evaluates whether events or circumstances have occurred that may have
resulted in an impairment of its capital assets. No such impairment occurred in the year ended
December 31, 2016.
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Net Position
Net position comprises various net earnings from operating income, nonoperating revenues and
expenses, and capital contributions. Net position is classified into the following three
components:
Net investment in capital assets consists of capital assets, net of accumulated depreciation, and
reduced by the outstanding balances of any bonds, mortgages, notes, or other borrowings that are
attributable to the acquisition, construction or improvement of those assets.
Restricted net position consists of constraints imposed by creditors (such as through debt
covenants), grantors, contributors, or laws or regulations of other governments or constraints
imposed by law through constitutional provisions or enabling legislation.
Unrestricted net position consists of net assets that do not meet the definition of restricted net
position or net investment in capital assets.
Deferred Outflows/Inflows of Resources
In addition to assets, the statement of net position will sometimes report a separate section for
deferred outflows of resources. This separate financial statement element, deferred outflows of
resources, represents a consumption of net position that applies to a future period(s) and so will
not be recognized as an outflow of resources (expenses) until then. The DAA has deferred
pension outflows as describe further in Note 6.
In addition to liabilities, the statement of net position will sometimes report a separate section for
deferred inflows of resources. This separate financial statement element, deferred inflows of
resources, represents an acquisition of net position that applies to a future period(s) and will not
be recognized as an inflow of resources (revenue) until that time. The DAA has deferred pension
inflows as describe further in Note 6.
Pensions
For purposes of measuring the net pension liability and deferred outflows/inflows of resources
related to pensions, and pension expense, information about the fiduciary net position of 14 th
District Agricultural Association District’s California Public Employees’ Retirement System
(CalPERS) plans (Plans) and additions to/deductions from the Plans’ fiduciary net position have
been determined on the same basis as they are reported by CalPERS finance office. For this
purpose, benefit payments (including refunds of employee contributions) are recognized when
due and payable in accordance with the benefit terms. Investments are reported at fair value.
See Note 6 for the CalPERS Plan disclosures. 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:
Valuation Date (VD)
Measurement Date (MD)
Measurement Period (MP)

June 30, 2015
June 30, 2016
June 30, 2015 to June 30, 2016

Compensated Absences
Compensated absences are absences for which permanent employees will be paid, such as
vacation and sick leave. The compensated absences liability is calculated based on the pay rates
in effect at the balance sheet date.
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Revenue Recognition
The DAA generally recognizes revenues when events take place, and when goods and services
are provided.
Food and beverage revenue is recognized at the time of sale.
Concessions and fair revenue consists of space rentals at the fair and ticket sales. Revenue from
space rentals is recognized when earned and revenue from ticket sales is recognized when they
are available to be used.
Facility rentals revenue consists primarily of buildings and grounds rentals for the various events
presented at the Santa Cruz Fairgrounds. Revenue is recognized over the term of the rental
contract.
Sponsorship and contribution revenue consist of sponsorship contracts and contributions for
various events at the fairgrounds. Sponsorship revenue is recognized over the term of the
sponsorship agreement. Contribution revenue consists of unrestricted contributions.
Use of Estimates
The preparation of financial statements in conformity with accounting principles generally
accepted in the United States of America requires management to make estimates and
assumptions that affect the reported amounts of assets and liabilities, and disclosure of
contingent assets and liabilities at the date of the financial statements and the reported amounts
of revenue and expenses during the reporting period. Actual results could differ from those
estimates.
Restricted and Unrestricted Resources
When both restricted and unrestricted resources are available for use, it is the DAA’s policy to
use restricted resources first, then unrestricted resources as they are needed.
New Accounting Pronouncements
The District applies all applicable GASB pronouncements for certain accounting and financial
reporting guidance.
The DAA implemented the following statements for the year ended December 31, 2016:
i GASB Statement No. 72, Fair Value Measurement and Application, effective for
reporting periods beginning after June 15, 2015. This statement has no financial effect on
these financial statements.
i GASB No. 73, Accounting and Financial Reporting for Pensions and Related Assets that
are not within the Scope of GASB Statement No. 68, and Amendments to Certain
Provisions of GASB Statements No. 67 and 68, effective for reporting periods beginning
after June 15, 2015. This statement has no financial effect on these financial statements,
as the DAA is within the scope of GASB No. 68.
i GASB Statement No. 76, The Hierarchy of Generally Accepted Accounting Principles
for State and Local Governments, effective for reporting periods beginning after June 15,
2015. This statement has no financial effect on these financial statements.
i GASB Statement No. 79, Certain External Investment Pools and Pool Participants,
effective for reporting periods beginning after June 15, 2015, except for the provisions in
paragraphs 18, 19, 23-26, and 40, which are effective for reporting periods beginning
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after December 15, 2015. This statement has no financial effect on these financial
statements.
Pending Accounting Pronouncements
GASB has issued the following statements which may impact the DAA’s financial reporting
requirements in the future:
i GASB Statement No. 74, Financial Reporting for Postemployment Benefit Plans Other
Than Pensions, effective for reporting periods beginning after June 15, 2016. The DAA
has not determined the effect of the statement.
i GASB Statement No. 75, Accounting and Financial Reporting for Postemployment
Benefits Other Than Pensions, effecting for reporting periods beginning after June 15,
2017. The DAA has not determined the effect of the statement.
Comparative Prior Year Financial Information
Selected information regarding the prior year has been included in the accompanying financial
statements and notes to the basic financial statements. This information has been included for
comparison purposes only and does not represent a complete presentation in accordance with
generally accepted accounting principles. Accordingly, such information should be read in
conjunction with the DAA’s prior year financial statements, from which this selected financial
data was derived.
2.

Cash and Cash Equivalents
At December 31, 2016, the DAA has the following cash and investments (all of which are
considered Cash Equivalents):

Local Agency Investment Fund (LAIF)
The State of California Local Agency Investment Fund (LAIF) is an external investment pool.
The investment pool does not have a credit rating. LAIF operates in accordance with appropriate
state laws and regulations. The share value of the DAA’s investment in LAIF is $18 at December
31, 2016. The average life of the LAIF portfolio was 171 days at December 31, 2016. Under
LAIF’s investment policy, the DAA can withdraw all its funds with 24 hour notice.
Investment Policy
Under the provisions of the DAA’s investment policy, and in accordance with Section 53601 of
the California Government Code, the DAA may invest in the following types of investments:
x

Securities of the U.S. Government or its agencies.

x

Certificate of Deposit (or Time Deposits placed with commercial banks and or/savings and
loan companies).

x

State of California Local Agency Investment Fund (State Pool) Deposits.
11
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x

Interest bearing demand accounts with commercial banks and/or savings and loan companies.

Credit Risk and Concentration of Credit Risk
Credit risk is the risk that an issuer or other counterparty to an investment will not fulfill its
obligations. Concentration of credit risk is the risk of loss attributed to the magnitude of an
investment in a single issuer. To address credit risk, the DAA invests its funds in accordance
with state statutes and the DAA’s investment policy. The criteria for selecting investments are,
in order of priority; (1) safety – consideration of the potential loss of principal or interest, (2)
liquidity – the ability to have funds available at any moment in time with a minimal potential
loss, and (3) yield – the optimum rate of return while preserving capital.
The following table provides the credit ratings for the DAA’s cash and investments as of
December 31, 2016:

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. All of the DAA’s cash and
investments have maturities of 3 months or less.
Custodial Credit Risk
Custodial credit risk of 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 DAA'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
110 percent of the total amount deposited by the public agencies. California law also allows
financial institutions to secure DAA deposits by pledging first trust deed mortgage notes having
a value of 150 percent of the secured public deposits. The collateral for deposits in federal and
state chartered banks is held in safekeeping by an authorized Agent of Depository recognized by
the State of California Department of Banking. These securities are physically held in an
undivided pool for all California public agency depositors. Under Government Code Section
53655, the placement of securities by a bank with an "Agent of Depository" has the effect of
perfecting the security interest in the name of the local governmental agency. Accordingly, all
12
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collateral held by California Agents of Depository are considered to be held for, and in the name
of, the local governmental agency.
At December 31, 2016, the DAA’s balances in banks and on the books are as follows:

All of the bank balances at year-end were covered by federal depository insurance or the
collateral requirements described in the preceding paragraph. The bank balance differs from the
book balance because of deposits in transit and outstanding checks.
3.

Receivables
Accounts receivable at December 31, 2016 consists of the following:

4.

Capital Assets
The changes in capital assets of the DAA for the year ended December 31, 2016 are summarized
as follows:

5.

Line of Credit
The DAA has an approved line of credit with Santa Cruz County Bank in the amount of
$150,000. The line of credit is secured by inventory, chattel paper, accounts, equipment, and
general intangibles. The balance due on the line of credit was $50,110 as of December 31, 2016.
The outstanding principal balance shall bear an interest rate of 2.250 percentage points above the
prime rate posted in the Wall Street Journal. This is a variable interest note with interest
computed on a 365/365 simple interest basis. The line of credit was due on August 1, 2018, and
was renewed.
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The DAA opened a line of credit with Rabobank in the amount of $30,000 during the year ended
December 31, 2015. The line of credit is secured by inventory, chattel paper, accounts,
equipment, and general intangibles. The balance due on the line of credit was $0 as of December
31, 2016. The outstanding principal balance shall bear an interest rate of 2.250 percentage points
above the prime rate posted in the Wall Street Journal. The line of credit was due on September
16, 2018, and is currently being re-negotiated for extension.
The changes in the line of credit of the DAA for the year ended December 31, 2016 are
summarized as follows:

6.

Retirement Plans
Plan Description
Employees of the DAA are considered to be employees of the State, and as such, participate in
the State's retirement plans, as described below. Since the employees are State employees,
information particular to DAA's pension liabilities is not separately calculated. Permanent
employees of the DAA are eligible to participate in the State Miscellaneous Plan, an Agent
Multiple-Employer Defined Benefit Plan. The DAA is pooled with the other District Agricultural
Associations’ with this plan.
Contributions and Funding Policy
The retirement contributions made by the DAA and its employees are actuarially determined.
Contributions plus earnings of the Retirement System will provide the necessary funds to pay
retirement costs when accrued. The DAA's share of retirement contributions is included in the
cost of administration. For further information, please refer to the annual single audit of the State
of California. Retirement benefits fully vest after five years of credited service for Tier I
employees. Retirement benefits fully vest after ten years of credited service for Tier II
employees. Upon separation from State employment, members' accumulated contributions are
refundable with interest credited through the date of separation. The DAA, however, does not
accrue the liability associated with vested benefits.
The Alternate Retirement Program (ARP) is a retirement savings program that certain employees
hired on or after August 11, 2004 are automatically enrolled in for their first two years of
employment with the State of California. ARP is administered by the Savings Plus Program with
the Department of Personnel Administration and invests funds in a fixed-income fund. ARP
provides two years of retirement savings (five percent of paycheck amount each month) in lieu
of two years of service credit. At the end of the two-year period, the deductions are placed in Ca1
PERS and the retirement service credit begins.
Temporary, 119-day, employees of the DAA participate in the Part-Time, Seasonal, Temporary
(PST) Retirement Plan. The PST Retirement Plan is a mandatory deferred compensation plan
under which 7.5% of the employee's gross salary is deducted before taxes are calculated. These
pre-tax dollars are placed in a guaranteed savings program. The employee has the option of
leaving these funds on deposit upon separation, or requesting a refund.
Benefit 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 employments.
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The DAA’s Plan provisions and benefits in effect at December 31, 2016, are summarized as
follows:

*On January 1, 2013, the Public Employees’ Pension Reform Act of 2013 (PEPRA) took effect.
In addition to creating new retirement formulas for new hired members, PEPRA also effectively
closed all existing active pools to new employees.
Contributions Description
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 1st following notice of a change in the rate. The total
plan contributions are determined through the CalPERS annual actuarial valuation process. The
actuarially determined rate is the estimated amount necessary to finance the costs of benefits
earned by employees during the year, with an additional amount to finance any unfunded
accrued liability. The DAA is required to contribute the difference between the actuarially
determined rate and the contribution rate of employees. These rates reflect Section 20683.2,
which mandates that certain employees must contribute more as of July 1, 2013. Furthermore,
any reduction in employer contributions due to the increase in the employee contributions must
be paid by the employer toward the unfunded liability.
For the year ended December 31, 2016 the DAA’s contribution to the State Miscellaneous Plan
was $45,965.
Pension Liabilities, Pension Expenses and Deferred Outflows/Inflows of Resources Related to
Pensions
As of December 31, 2016, the DAA reported net pension liabilities of $589,161 for its
proportionate share of the net pension liability.
The DAA’s net pension liability is measured as the proportionate share of the total net pension
liability. The net pension liability is measured as of June 30, 2016, and the total pension liability
used to calculate the net pension liability was determined by an actuarial valuation as of June 30,
2015 rolled forward to June 30, 2016 using standard update procedures. The DAA’s proportion
of the net pension liability was based on a projection of the DAA’s long-term share of
contributions to the pension plans relative to the projected contributions for all participating
employers, actuarially determined.
The DAA’s proportionate share of the net pension liability as of December 31, 2016 and 2015
was a follows:
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For the year ended December 31, 2016, the DAA recognized pension expense of $97,966. At
December 31, 2016, the DAA reported deferred outflows of resources and deferred inflows of
resources related to pensions from the following sources:

$28,466 reported as deferred outflows of resources to contributions subsequent to the
measurement date will be recognized as a reduction of the net pension liability in the year ending
December 31, 2016.
Other amounts reported as deferred outflows of resources and deferred inflow of resources
related to pensions will be recognized as pension expense as follows:
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Actuarial Methods and Assumptions used to determine Total Pension Liability
For the measurement period ended June 30, 2016 (the measurement date), the total pension
liability was determined by rolling forward the June 30, 2015 total pension liability determined
in the June 30, 2015 actuarial accounting valuation. The June 30, 2016 total pension liability was
based on the following actuarial methods and assumptions:

*The

Mortality table used was developed based on CalPERS’s specific data. The table include 20
years of mortality improvements using Society of Actuaries Scale BB. For more details on this
table, please refer to the 2014 Experience Study report.
All other actuarial assumptions used in the June 30, 2015 valuation were based on the results of
an actuarial experience study for the period 1997 to 2011, including updates to salary increase,
mortality and requirement rates. The Experience Study report can be found on CalPERS’ website
under Forms and Publications.
Change in Assumption
GASB 68, paragraph 68 states that the long-term expected rate of return should be determined
net of pension plan investment expense but without reduction for pension plan administrative
expense. The discount rate is 7.65%. There were no changes of assumptions from the prior year.
Discount Rate
The discount rate used to measure the total pension liability was 7.65%. 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, none of the tested
plans run out of assets. Therefore, the current 7.65 percent discount rate is adequate and the use
of the municipal bond rate calculations is not necessary. The long term expected discount rate of
7.65 percent will be applied to all plans in the Public Employees Retirement Fund (PERF). The
stress test results are presented in a detailed report called “GASB Crossover Testing Report” that
can be obtained from the CalPERS website under 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.
17
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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 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 returns were calculated over the short-term (first 10
years) and the long-term (11-60 years) using a building-block approach. Using the expected
nominal returns for both short-term and long-term, the present value of benefits was calculated
for each fund. The expected rate of return was set by calculating the single equivalent expected
return that arrived at the same present value of benefits for cash flows as the one calculated using
both short-term and long-term returns. The expected rate of return was then set equivalent to the
single equivalent rate calculated above and rounded down to the nearest one quarter of one
percent.
The table below reflects long-term expected real rates of return by asset class. The rate of return
was calculated using the capital market assumptions applied to determine the discount rate and
asset allocation. The target allocation shown was adopted by the Board effective on July 1, 2014.

Amortization of Deferred Outflows and Deferred Inflows of Resources
Under GASB 68, actuarial 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 sources of the gain or loss:
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Deferred outflows of resources and deferred inflows of resources relating to Differences between
Expected and Actual Experience, Changes of Assumptions and employer-specific amounts
should be amortized over the EARSL of members provided with pensions through the Plan. The
EARSL for Plan for the June 30, 2016 measurement date is 4 years, which was obtained by
dividing the total service years of 1,746,340 (the sum of remaining service lifetimes of all active
employees) by 438,967 (the total number of participants: active, inactive, and retired) in PERF
C. Inactive employees and retirees have remaining service lifetimes equal to 0. Total future
service is based on the members' probability of decrementing due to an event other than
receiving a cash refund.
Sensitivity of the Proportionate Share of the Net Pension Liability to Changes in the Discount
Rate
The following presents the proportionate share of the net pension liability of the DAA’s Plan as
of the Measurement Date, calculated using the discount rate of 7.65 percent, as well as what the
net pension liability would be if it were calculated using a discount rate that is 1 percentage-point
lower (6.65 percent) or 1 percentage-point higher (8.65 percent) than the current rate:

Pension Plan Fiduciary Net Positions
The DAA’s plan net position disclosed in your GASB 68 accounting valuation report may differ
from the plan assets reported in your funding actuarial valuation report due to several reasons.
First, for the accounting valuations, CalPERS must keep items such as deficiency reserves,
fiduciary self-insurance and OPEB expense included as assets. These amounts are excluded for
rate setting purposes in your funding actuarial valuation. In addition, differences may result from
early Comprehensive Annual Financial Report closing and final reconciled reserves.
Subsequent Events
There were no subsequent events that would materially affect the results presented in this
disclosure.
7.

Interest
Interest incurred and expensed in 2016 totaled $3,473. No interest was capitalized during 2016.

8.

Santa Cruz County Fairgrounds Foundation
The Santa Cruz County Fairgrounds Foundation (Foundation) is a California Corporation exempt
from tax under IRC Section 501(c)(3). As such, the Foundation is eligible to receive tax
deductible contributions to be used for public relations activities and capital improvements on
behalf of the Santa Cruz County Fair Grounds.
The Foundation is an affiliate of the DAA. The DAA has no ownership or voting interest in the
Foundation. The activities of the Foundation are not included in the financial statement of the
DAA.
During the year ended December 31, 2016 the DAA received $156,267 of contributions from the
Foundation. In addition, DAA receives free use of vehicles from the Foundation. The value of
the free use of these vehicles in not included in the financial statements of the DAA.
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9.

Subsequent Events
Date of Management Review
Events occurring after December 31, 2016 have been evaluated by Management for possible
adjustment to the financial statements or disclosure as of September 25, 2018 which is the date
the financial statements were available to be issued.
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Note to Schedule
The actuarial methods and assumptions used to set the actuarially determined contributions for
the fiscal year 2016 were from the June 30, 2014 actuarial valuations.
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