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INDEPENDENT AUDITOR’S REPORT 

To the Board of Directors of  
Baldwin Hills Regional Conservation Authority 

Report on the Financial Statements 

We have audited the accompanying financial statements of the Baldwin Hills Regional Conservation 
Authority (Authority) as of and for the year ended June 30, 2016, and the related notes to the basic financial 
statements, which collectively comprise the Authority’s basic financial statements as listed in the table of 
contents.  

Management’s Responsibility for the Financial Statements 

The Authority’s 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 an opinion on these financial statements based on our audit.  We conducted 
our audit in accordance with auditing standards generally accepted in the United States of America and the 
standards applicable to financial audits contained in Government Auditing Standards, issued by the 
Comptroller General of the United States.  Those standards require that we plan and perform the audit to 
obtain reasonable assurance about whether the financial statements are free from material misstatement.  

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

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our 
audit opinion. 
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Opinion 
 
In our opinion the financial statements referred to above present fairly, in all material respects, the financial 
position of the Authority as of June 30, 2016, and the changes in its financial position for the year 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 (MD&A) and the Required Supplementary Information on pages 5 through 7 and 
23, 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 April 21, 2017 
on our consideration of the Authority’s internal control over financial reporting and on our tests of its 
compliance with certain provisions of laws, regulations, contracts and grant agreements, and other matters. 
The purpose of that report is to describe the scope of our testing of internal control over financial reporting 
and compliance and the results of that testing, and not to provide an opinion on 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 Authority’s internal control over financial reporting 
and compliance. 
 

 
Los Angeles, California 
April 21, 2017 
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The Management's Discussion and Analysis (MD&A) of the financial activities of the Baldwin Hills 
Regional Conservation Authority (Authority) provides a narrative overview of the Authority's financial 
activities for the year ended June 30, 2016.  Please read it in conjunction with the accompanying basic 
financial statements, footnotes and supplementary information.   
 
 
FINANCIAL HIGHLIGHTS 

 
• The Authority’s assets other than capital assets have decreased from $19.57 million as of June 30, 

2015 to $19.45 million as of June 30, 2016. 
 

• The Authority’s capital assets and net investment in capital assets has increased from $19.28 million 
as of June 30, 2015, to $21.81 million as of June 30, 2016. 
 

• The total net position of the Authority has increased from $38.73 million as of June 30, 2015, to 
$38.94 million as of June 30, 2016. 
 

• The Authority has no short-term or long-term debt. 
  

 
OVERVIEW OF THE BASIC FINANCIAL STATEMENTS 
 
This discussion and analysis is intended to serve as an introduction to the Authority’s basic financial 
statements, which are comprised of the following three components: 

 
• Government-wide financial statements 
• Fund financial statements 
• Notes to the basic financial statements 

 
 
Government-Wide Financial Statements 
 
The government-wide financial statements are designed to provide readers with a broad overview of the 
Authority’s finances, in a manner similar to a private-sector business. 
 
The Statement of Net Position presents information on all Authority assets and deferred outflows of 
resources, reduced by liabilities and deferred inflows of resources, which represent net position.  Over time, 
increases and decreases in net position may serve as an indicator of whether the financial position of the 
Authority is improving or deteriorating.   
 
The Statement of Activities presents information that indicates how the Authority’s net position changed 
during the fiscal year.  All changes in net position are reported as soon as the underlying events giving rise 
to the changes occur, regardless of the timing of related cash flows.  Therefore, revenues and expenses are 
reported in these statements for some items that may affect cash flows in future periods.  
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Fund Financial Statements 
 
The fund financial statements contain information regarding major individual funds.  A fund is a fiscal and 
accounting entity with a balanced set of accounts.  The Authority uses separate funds to ensure compliance 
with fiscal and legal requirements. 
 
The Authority’s funds are classified as Governmental Funds. These funds are used to account for essentially 
the same services that were previously described as governmental activities above.  However, the 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 Authority’s near-term financing requirements. Because the focus of governmental funds is narrower 
than that of the government-wide financial statements, it is useful to compare the information presented for 
governmental funds with similar information presented for governmental activities in the government-wide 
financial statements.  By doing so, readers may better understand the long-term impact of the government’s 
near-term financing decisions.  Both the governmental funds balance sheet and the governmental funds 
statement of revenues, expenditures and changes in fund balances provide a reconciliation to facilitate this 
comparison between governmental funds and governmental activities.   

 
Notes to the Basic Financial Statements 

 
The notes to the basic financial statements provide additional information that is essential to a full 
understanding of the data provided in the government-wide and the fund financial statements.  
 
 
REQUIRED SUPPLEMENTARY INFORMATION 

 
In addition to the basic financial statements and accompanying notes, this report presents certain required 
supplementary information concerning the Authority’s budgetary comparison schedule for the year ended 
June 30, 2016. 
 
 
FINANCIAL ANALYSIS 
 
As of June 30, 2016, the Authority’s Net Position was $38.94 million compared to $38.73 million as of 
June 30, 2015, an increase of $0.21 million or 0.54%. Net Investments in Capital Assets accounted for 
$21.81 million or 56.01% of the Net Position.   
 
Revenues for the year ended June 30, 2016 consist primarily of lease revenue from properties owned by the 
Authority and interest income totaling $0.26 million.  Operating expenses for the year ended June 30, 2016 
consist primarily of contract and professional service fees totaling $0.06 million. Revenues for the year 
ended June 30, 2015 consisted primarily of lease revenue from properties owned by the Authority and 
interest income totaling $0.16 million. Operating expenses for the year ended June 30, 2015 consisted 
primarily of contract and professional service fees totaling $0.12 million. 
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CAPITAL ASSETS 
 
As of June 30, 2016, the Authority’s capital assets consisted of land in the amount of $18.36 million and 
construction in progress of $3.45 million.  During fiscal year 2015-2016, the Authority added $2.53 million 
to construction in progress and there was no completed project.  
 
The following capital project activity is anticipated for fiscal year 2016-2017: 
 

The Authority expects to continue its multi-year Park to Playa Trail development with funds awarded 
from the Los Angeles County Regional Park and Open Space District (LACRPOSD). Activities to 
occur in fiscal year 2016-2017 include Design ($850,000), way finding Signage ($267,000), 
construction of the Hahn Park portion ($1,400,000) as well as initiation of preconstruction and some 
construction activities in Segment C ($2,526,000).  
 
Late in fiscal year 2013-2014 the Authority began the design and development of the Stoneview 
Nature Center. It anticipates completion of this project in fiscal year 2016-2017, with costs anticipated 
at $5,530,000. 
 
The Authority expects to finalize improvements to Hahn Park that will include Picnic Shelters 
($823,000), refurbishment of the Community Center ($1,300,000) and construction of the Eastern 
Ridgeline Parking Lot ($445,000). 

 
 
ECONOMIC FACTORS 
 
Since inception, the main funding source for the Authority has been the LACRPOSD, along with interest 
income and revenue generated from a billboard lease. There are two Propositions that have funded the 
LACRPOSD through property tax assessments.  As of July 1, 2015, one of these Propositions has expired 
and the remaining Proposition expires on June 30, 2019.  On November 8, 2016, Los Angeles County voters 
approved The Los Angeles County Safe, Clean Neighborhood Parks and Beaches Measure of 2016 
(Measure A).  Measure A will continue to provide funding for LACRPOSD to support local parks, beaches, 
open space, and water resources through an annual parcel tax of 1.5 cents per square foot of development.  
The Authority is expected to receive future grants from the LACRPOSD as a result of this annual parcel 
tax.  
 
 
CONTACTING THE AUTHORITY’S FINANCIAL MANAGEMENT 
 
This financial report is designed to provide our citizens and other interested parties with a general overview 
of the Authority’s finances and to demonstrate the Authority’s accountability for the money it receives. If 
you have any questions about this report or need additional financial information, contact the County of 
Los Angeles, Department of Auditor-Controller, 500 West Temple Street, Room 525, Los Angeles, CA 
90012. 
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Governmental 

Activities
ASSETS

Cash and investments (Note 3) 19,389,269$         
Interest receivable 59,851
Capital Assets 21,806,306

Total Assets 41,255,426$         

LIABILITIES
Accounts payable 850,766$              
Accrued expenses 1,467,570          

Total current liabilities 2,318,336             

NET POSITION
Invested in capital assets 21,806,306           
Unrestricted 17,130,784           

Total Net Position 38,937,090           

TOTAL LIABILITIES AND FUND NET POSITION 41,255,426$         

BALDWIN HILLS REGIONAL CONSERVATION AUTHORITY
Statement of Net Position

June 30, 2016
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Program Revenues Net (Expense)
Capital Grants Revenue and

and Change in 
Function/Program Expenses Contributions Net Position
Governmental activities-

Baldwin Hills Conservation programs 59,508$       -$                          (59,508)$           

Total 59,508$       -$                          (59,508)             

General revenues:
     Interest income 150,896             
     Lease revenue 111,102             

Change in net position 202,490             

Net position, beginning of year 38,734,600        

Net position, end of year 38,937,090$      

BALDWIN HILLS REGIONAL CONSERVATION AUTHORITY
Statement of Activities

Year ended June 30, 2016
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ASSETS
Cash and Investments (Note 3) 19,389,269$           
Interest receivable 59,851

TOTAL ASSETS 19,449,120$           

LIABILITIES
Accounts payable 850,766$                
Accrued Expenses 1,467,570             

TOTAL LIABILITIES 2,318,336               

FUND BALANCE
Unassigned 17,130,784             

TOTAL LIABILITIES AND FUND BALANCE 19,449,120$           

BALDWIN HILLS REGIONAL CONSERVATION AUTHORITY

Balance Sheet
June 30, 2016

Governmental Fund
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Fund Balance – Governmental Fund 17,130,784$  
   Amounts reported for governmental activities in the 
      statement of net position are different because:

 Capital assets used in governmental activities are not financial 
and therefore are not reported as assets in governmental funds 21,806,306    

Net Position - Governmental Activities 38,937,090$  

BALDWIN HILLS REGIONAL CONSERVATION AUTHORITY
Reconciliation of the Governmental Fund Balance Sheet

to the Statement of Net Position
June 30, 2016
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REVENUES
Interest income 150,896$            
Lease revenue 111,102
     Total Revenues 261,998                 

EXPENDITURES
Conservation services 26,558
Capital outlay 2,528,771              
Administration 32,950                   
     Total Expenditures 2,588,279              

NET CHANGE IN FUND BALANCE (2,326,281)             

FUND BALANCE, BEGINNING OF YEAR 19,457,065            

FUND BALANCE, END OF YEAR 17,130,784$          

Year ended June 30, 2016

BALDWIN HILLS REGIONAL CONSERVATION AUTHORITY
Governmental Fund

Statement of Revenues, Expenditures and Changes in Fund Balance
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Net Changes in Fund Balance (2,326,281)$ 
  Amounts reported for governmental activities in the statement of activities 
  are different because:

  Capital outlays are reported in governmental funds as expenditures 2,528,771     

Change in Net Position of Governmental Activities 202,490$      

BALDWIN HILLS REGIONAL CONSERVATION AUTHORITY
Reconciliation of the Governmental Fund Statement of Revenues, Expenditures and

Changes in Fund Balance to the Statement of Activities
Year ended June 30, 2016
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NOTE 1 – REPORTING ENTITY 
 
The Baldwin Hills Regional Conservation Authority (Authority), a separate public entity, was established 
on April 27, 1999 between the County of Los Angeles and the Santa Monica Mountains Conservancy, an 
agency of the State of California, to provide for a comprehensive program to acquire, expand, and improve 
the open space, natural habitat, and recreational opportunities within the Baldwin Hills area; to improve 
connections between the Baldwin Hills and other natural and recreational areas, including Ballona Creek; 
and for the conservation and protection of natural habitat restoration, environmental enhancement of the 
Baldwin Hills area, and protection of the Ballona Creek watershed and water quality. 
 
The Authority is governed by a Board of Directors composed of five (5) members: 
 

• The member of the County Board of Supervisors representing the majority of the area encompassed 
by the Baldwin Hills, or his or her designee, who shall serve as Chairperson. 
 

• The Director of the Los Angeles County Department of Parks and Recreation or his designee, who 
shall serve as Vice Chairperson. 
 

• Two public members appointed by Santa Monica Mountains Conservancy neither of whom shall 
be employees thereof. 
 

• One public member who shall be nominated by the Chairperson and Vice Chairperson and 
confirmed by the County Board of Supervisors and by Santa Monica Mountains Conservancy. 
 

The accompanying financial statements reflect the financial activities of the Authority. The Authority has 
no component units. 
 
NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 
 

A. Basis of Accounting and Measurement Focus 
 

The Authority’s Basic Financial Statements are prepared in conformity with generally accepted 
accounting principles in the United States. The Governmental Accounting Standards Board 
(GASB) is the acknowledged standard setting body for establishing accounting and financial 
reporting standards followed by governmental entities in the United States. 
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NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED) 

Government-Wide Financial Statements 

The Authority’s Government-Wide Financial Statements include a Statement of Net Position and 
Statement of Activities. The Government-Wide Financial Statements are presented on an 
“economic resources” measurement focus and the accrual basis of accounting. Accordingly, all of 
the Authority’s assets and liabilities, including capital assets, are included in the accompanying 
Statement of Net Position. The Statement of Activities presents changes in net position. Under the 
accrual basis of accounting, revenues are recognized in the period in which they are earned while 
expenses are recognized in the period in which the liability is incurred, regardless of the timing of 
related cash flows. Grants and similar items are recognized as revenues as soon as all eligibility 
requirements imposed by the provider have been met. Amounts paid to acquire capital assets are 
capitalized as assets in the Government-Wide Financial Statements rather than reporting them as 
expenditures.   

Governmental Fund Financial Statements 

Governmental Fund Financial Statements include a Balance Sheet and a Statement of Revenues, 
Expenditures and Changes in Fund Balance. An accompanying schedule is presented to reconcile 
and explain the differences in fund balance as presented in these statements to the net position 
presented in the Government-Wide Financial Statements. 

All governmental funds are accounted for on a spending or “current financial resources” 
measurement focus and the modified accrual basis of accounting. Accordingly, only current assets 
and current liabilities are included on the balance sheets. The Statement of Revenues, Expenditures 
and Changes in Fund Balances present increases (revenues and other financing sources) and 
decreases (expenditures and other financing uses) in net current assets. Under the modified accrual 
basis of accounting, revenues are recognized in the accounting period in which they become both 
measurable and available to finance expenditures of the current period.  

Revenues are recorded when received in cash, except that revenues subject to accrual (generally 60 
days after year-end) are recognized when due. The primary revenue sources, which have been 
treated as susceptible to accrual by the Authority are earnings on investments. Expenditures are 
recorded in the accounting period in which the related fund liability is incurred. 

Amounts expended to acquire capital assets are recorded as capital outlay expenditures in the year 
that resources were expended rather than recording them as fund assets.  

The reconciliations of the Fund Financial Statements to the Government-Wide Financial 
Statements are provided to explain the differences created by the integrated approach of GASB 
Statement No. 34. 
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NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED) 
 

B. Cash, Pooled Cash, and Investments 
 
Cash includes amounts to conduct daily operations of the Authority in demand deposits with the 
Los Angeles County Treasurer and Tax Collector (TTC). The Authority deposits all of its cash with 
TTC.  The Authority’s deposits, along with funds from other local agencies such as the county 
government, other school districts, and special districts, make up a pool, which TTC manages for 
investment purposes.  Earnings from the pooled investments are allocated to participating funds 
based on average investments in the pool during the allocation period. See Note 3 for additional 
information. 

 
C. Capital Assets  

 
Under GASB Statement No. 34, all capital assets are recorded and depreciated in the government-
wide financial statements.  No long-term capital assets or depreciation are shown in the 
governmental funds financial statements. 
 
Capital assets, which include land, buildings, improvements, and construction in progress, are 
reported at historical cost or estimated historical cost if purchased or constructed. Donated capital 
assets are recorded at estimated fair value at the date of donation.  
 
Land consists of open space acquired in accordance with the joint powers agreement that created 
the Authority. When land is sold or otherwise disposed of, related costs are removed from the 
accounts and any gain or loss is reported in the statement of revenues, expenses, and changes in 
fund balances. See Note 4 for additional information. 
 

D. Net Position and Fund Balance Classifications 
 
Net position represents the difference between assets and liabilities on the government-wide 
financial statements.  Net position is classified in the following categories: 

 
Net Investment in Capital Assets  
 
This component of net position consists of capital assets, including restricted capital assets, net of 
accumulated depreciation and is 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. If there are significant unspent related debt proceeds at year-end, the portion of the 
debt attributable to the unspent proceeds is not included in the calculation of net investment in 
capital assets. Rather, that portion of the debt is included in the same net position component as the 
unspent proceeds. As of fiscal year ending June 30, 2016, the Authority had no debt obligations. 
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NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED) 
 

   D.  Net Position and Fund Balance Classifications (continued) 
 

Restricted Net Position 
 

This category presents external restrictions imposed by creditors, grantors, contributors or laws or 
regulations of other governments and restrictions imposed by law through constitutional provisions 
enabling legislation.  The Authority had no restricted net position for fiscal year ending June 30, 
2016. 

 
Unrestricted net position 
 
This category represents the residual net position of the Authority in excess of what can properly 
be classified as “net investment in capital assets” as defined above. 

 
Fund Balance Classifications   

 
The governmental fund financial statements present fund balances based on classifications that 
comprise hierarchy that is based primarily on the extent to which the Authority is bound to honor 
constraints on the specific purposes for which amounts can be spent. 
 
The fund balance classifications used in the governmental fund financial statements are as follows: 

 
Nonspendable – amounts that cannot be spent either because they are not in spendable form or 
because they are legally or contractually required to be maintained intact. The Authority had no 
nonspendable fund balance for fiscal year ending June 30, 2016. 
 
Restricted – amounts that can be spent only for specific purposes because of constitutional 
provisions or enabling legislation or because of constraints that are externally imposed by creditors, 
grantors, contributors, or the laws or regulations of other governments. The Authority had no 
restricted fund balance for fiscal year ending June 30, 2016. 
 
Committed – amounts that can be spent only for specific purposes determined by a formal action 
of the government’s highest level of decision-making authority.  The Board of Directors, as the 
highest level of decision-making authority, has the ability to commit fund balances through the 
adoption of a resolution.  These committed amounts cannot be used for any other purpose unless 
the Board of Directors removes or modifies the use through the adoption of a subsequent resolution.  
As of June 30, 2016 the Authority had no committed fund balance. 
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NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED) 
 
Assigned – amounts that do not meet the criteria to be classified as restricted or committed but that 
are intended to be used for specific purposes. The Authority’s adopted policy requires the Board of 
Directors to assign amounts to specific purposes.  As of June 30, 2016, the Authority had no 
assigned fund balance. 

 
D.  Net Position and Fund Balance Classifications (continued) 

 
Unassigned – this classification includes the residual fund balance. The Authority has only 
unassigned fund balance as of June 30, 2016. 
 
When an expenditure is incurred for purposes for which both restricted and unrestricted fund 
balance is available, the Authority considers restricted funds to have been spent first. When an 
expenditure is incurred for which amounts in any of the unrestricted classifications of fund balance 
could be used, the Authority considers committed amounts to be reduced first, followed by assigned 
amounts, and then unassigned amounts. 
 

E. Estimates 
 
The preparation of financial statements in conformity with accounting principles generally accepted 
in the United States of America requires management to make assumptions that affect the reported 
amount of assets and liabilities and disclosure of contingent assets and liabilities at the date of 
financial statements and the reported amount of revenues and expenses during the reporting period. 
Actual results could differ from those estimates. 

 
F. Adoption of New GASB Pronouncements 

 
The following summarizes GASB pronouncements and their impact, if any, on the financial 
statements. 
 
In February 2015, GASB issued Statement No. 72 “Fair Value Measurement and Application”, 
which prescribes how state and local governments should define and measure fair value.  It also 
prescribes which assets and liabilities should be measured at fair value, and expands disclosures 
related to fair value measurements.  The requirements of this Statement are effective for fiscal years 
beginning after June 15, 2015.  Implementation of the GASB Statement No. 72 did not have an 
impact on the Authority’s financial statements for the fiscal year ended June 30, 2016. 
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NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED) 
 

F. Adoption of New GASB Pronouncements (continued) 
 
In June 2015, GASB issued Statement No. 76 “The Hierarchy of Generally Accepted Accounting 
Principles for State and Local Governments” which reduces the GAAP hierarchy from four 
categories under GASB Statement No. 55 to two categories. The first category consists of GASB 
Statements of Governmental Accounting Standards and the second category comprises GASB 
Technical Bulletins, Implementation Guides, and guidance from the AICPA. The most significant 
change is the raising of the level of authority of the Implementation Guides. The Statement also 
addresses the use of authoritative and non-authoritative literature in the event that the accounting 
treatment for a transaction or other event is not specified within a source of authoritative GAAP. 
 
These changes are intended to improve financial reporting for governments by establishing a 
framework for the evaluation of accounting guidance that will result in governments applying that 
guidance with less variation. GASB 76 will improve the usefulness of financial statement 
information for making decisions, assessing accountability, and enhancing the comparability of 
financial statement information among governments. The requirements of this Statement are 
effective for fiscal years beginning after June 15, 2015. Implementation of the GASB Statement 
No. 76 did not have an impact on the Authority’s financial statements for the fiscal year ended June 
30, 2016. 
 
In December 2015, GASB issued Statement No. 79, “Certain External Investment Pools and Pool 
Participants.” This Statement addresses accounting and financial reporting for certain external 
investment pools and pool participants. Specifically, it establishes criteria for an external 
investment pool to qualify for making the election to measure all of its investments at amortized 
cost for financial reporting purposes. This Statement establishes additional note disclosure 
requirements for qualifying external investment pools that measure all of their investments at 
amortized cost for financial reporting purposes and for governments that participate in those pools. 
The provisions of this Statement are effective for financial statements for reporting periods 
beginning after June 15, 2015. Implementation of the GASB Statement No. 79 did not have an 
impact on the Authority’s financial statements for the fiscal year ended June 30, 2016. 
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NOTE 3 - CASH AND INVESTMENTS 
 
In accordance with the California Government Code, cash balances of the Authority are deposited with and 
pooled and invested by the County Treasurer for the purpose of increasing interest earnings through 
investment activities. Interest earned on pooled investments is deposited to participating funds based upon 
each fund’s average daily balance during the allocation period.  The Authority’s cash and investments 
balance as of June 30, 2016 was $19,389,269. 
 
Statutes  authorize  the  County  of  Los  Angeles  to  invest  pooled  investments in obligations of the 
United  States  Treasury,  federal  agencies,  State  and  local agencies, municipalities, asset-backed 
securities, bankers’ acceptances, commercial paper  rated A-1 by Standard & Poor’s Global Rating 
Services (S&P) or P-1 by Moody’s  Investors Service (Moody’s), and F-1 by Fitch, negotiable 
certificates of deposit,  medium-term  notes,  corporate  notes,  repurchase  agreements,  reverse 
repurchase  agreements,  time  deposits,  shares  of  beneficial  interest  of  a  Joint Powers Authority  that  
invests in authorized securities, shares of beneficial interest issued by diversified management companies 
known as money market mutual funds (MMF) registered with the Securities and Exchange Commission 
(SEC), the State of California’s  Local  Agency   Investment  Fund  (LAIF),  interest  rate  swaps,  and 
supranational institutions. 
 
Investments are stated at fair value and are valued on a monthly basis.  The County Treasurer categorizes 
its fair value measurements within the fair value hierarchy established by generally accepted accounting 
principles.  Securities classified in Level 1 of the fair value hierarchy are valued using prices quoted in 
active markets for those securities.  Securities classified in Level 2 of the fair value hierarchy are valued 
using other observable inputs such as matrix pricing techniques or based on quoted prices for assets in 
markets that are not active.  Matrix Pricing is used to value securities based on the securities’ relationship 
to benchmark quoted prices.  Level 3 inputs are significant unobservable inputs. Securities classified in 
Level 3 are valued using the income approach such as discounted cash flow techniques.  Investment in an 
external government investment pool is not subject to reporting within the level hierarchy. 
  
Investment policies and associated risk factors applicable to the Authority are included in the County of 
Los Angeles’ Comprehensive Annual Financial Report for the year ended June 30, 2016.  Detailed deposit 
and investment risk disclosures are included in Note 5 of the County of Los Angeles’ Comprehensive 
Annual Financial Report. 
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NOTE 4 - CAPITAL ASSETS 
 
Capital activities for the fiscal year ended June 30, 2016 is as follows: 
 

      
 Balance at  

June 30, 2015    
Additions 

  
Deletions 

   Balance at  
June 30, 2016  

Capital assets:                 
  Land    $   18,358,477       $                   -     $                -    $  18,358,477 
  Construction in progress              919,058            2,528,771                      -         3,447,829  

  Total capital assets   $   19,277,535     $    2,528,771      
                       

$                -    $  21,806,306  
                    

 
NOTE 5 - RELATED PARTY TRANSACTIONS 
 
The Authority’s cash and investments are pooled and invested by the County Treasurer. Interest income 
amounted to $150,896 for the year ended June 30, 2016 and interest receivable was $59,851 as of June 30, 
2016. During fiscal year 2015-2016, the Authority contracted with the County Department of Parks and 
Recreation for various construction projects and the total costs of these projects amounted to $2,178,979 
for the year ended June 30, 2016.  The County also provide legal services to the Authority. Total legal fees 
amounted to $16,911 for the year ended June 30, 2016. As of June 30, 2016, the total payable to the County 
is $2,183,283. In addition, the County maintains the books and records of the Authority without charges. 
 
  
NOTE 6 – COMMITMENTS AND CONTINGENCIES 
 
The Authority is subject to litigation arising in the normal course of business. In the opinion of the 
Authority’s management, there is no pending litigation that is likely to have a material adverse effect on 
the financial position of the Authority. 
 
As of the fiscal year ending June 30, 2016, in the opinion of the Authority’s management, there were no 
additional outstanding matters that would have a significant effect on the financial position of the Authority. 
 
 
NOTE 7 – SUBSEQUENT EVENTS 
 
In preparing these financial statements, the Authority has evaluated events and transactions for potential 
recognition or disclosure through April 21, 2017, the date the financial statements were available to be 
issued. 
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REQUIRED SUPPLEMENTARY INFORMATION 



See accompanying independent auditor's report.
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Variance 
with 
Final

Original Final Actual  Budget 

Interest income 80,000$        80,000$        150,896$      70,896$         
Lease revenue -               -               111,102        111,102         
      Total Revenues 80,000          80,000          261,998        181,998         

Conservation services 155,000        155,000        26,558          128,442         
Parcel maintenance 60,000          60,000          -                      60,000           
Capital outlay 18,195,000   18,195,000   2,528,771     15,666,229    
Administration 111,500        111,500        32,950          78,550           
      Total Expenditures 18,521,500   18,521,500   2,588,279     15,933,221    

(18,441,500) (18,441,500)  (2,326,281)   16,115,219    

19,457,065   19,457,065   19,457,065   -                 

1,015,565$   1,015,565$   17,130,784$ 16,115,219$  

Note to Required Supplementary Information:
The Authority prepares an annual budget which is adopted by the Board of Directors. The Authority monitors
and controls expenditures on a budgetary basis. The current year expenditures are charged against
appropriations. Accordingly, actual revenues and expenditures can be compared with related budget amounts
without any significant reconciling items.

BALDWIN HILLS REGIONAL CONSERVATION AUTHORITY
Statement of Revenues, Expenditures and Changes in Fund Balance

Budget and Actual
Year ended June 30, 2016

Budget Amounts

Fund balance, end of year

Revenues

Expenditures

Deficiency of revenues over expenditures

Fund balance, beginning of year
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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 

To the Board of Directors of  
Baldwin Hills Regional Conservation Authority 

We have audited, in accordance with auditing standards generally accepted in the United States of America 
and the standards applicable to financial audits contained in Government Auditing Standards issued by the 
Comptroller General of the United States, the financial statements of the Baldwin Hills Regional 
Conservation Authority (Authority) as of and for the year ended June 30, 2016, and the related notes to the 
basic financial statements, which collectively comprise the Authority’s basic financial statements and have 
issued our report thereon dated April 21, 2017. 

Internal Control over Financial Reporting 

In planning and performing our audit of the financial statements, we considered the Authority’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 Authority’s  internal control. Accordingly, we 
do not express an opinion on the effectiveness of the Authority’s internal control. 

A deficiency in internal control exists when the design or operation of a control does not allow management 
or employees in the normal course of performing their assigned functions, to prevent, or detect and correct 
misstatements on a timely basis. A material weakness is a deficiency, or a combination of deficiencies, in 
internal control, such that there is a reasonable possibility that a material misstatement of the 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 were not identified. We did identify a deficiency in internal control, described as finding #2016-
01 in the accompanying schedule of finding that we consider to be a material weakness.  
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Compliance and Other Matters 

As part of obtaining reasonable assurance about whether the Authority’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.  

Authority’s Response to Finding 

The Authority’s response to the finding identified in our audit is described in the accompanying Schedule 
of Finding.  The Authority’s response is not subjected to the auditing procedures applied in the audit of the 
financial statements, and accordingly, we express no opinion on them. 

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 entity’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 Authority’s internal control and compliance. 
Accordingly, this communication is not suitable for any other purpose. 

Los Angeles, California 
April 21, 2017 
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Finding No. 2016-01- Internal Controls over Capital Assets (Material Weakness) 

Based on our audit of fiscal year 2015-2016, we noted that the Authority did not have policies and 
procedures in place for recording financial transactions relating to capital assets. The Authority was able to 
provide a capital assets listing; however the listing did not agree with the capital assets balance. This was a 
finding noted in prior year’s audit. We also noted that certain construction costs were not originally 
capitalized as construction in progress. However, a subsequent entry was made to correct the balance. 

Recommendation 

We recommend that the Authority should maintain a detailed listing of capital assets, since the nature of 
their operations involves land acquisitions and developments. Maintaining a capital assets listing will assist 
the Authority in proper accountability of their assets. Also, the capital assets listing should be reconciled to 
the capital assets balance. 

Authority’s Response 

The Authority has developed a capital assets listing and it has been reconciled to the capital assets balance. 
Authority staff will continue to update the listing. 
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Finding #2015-01 – Internal Controls over Reporting of Revenue and Capital Assets (Material 
Weakness) 

Based on our audit of fiscal year 2001-2002, we found that the Authority received a federal grant from the 
U.S. Department of Transportation (pass-thru the California Department of Transportation or CalTrans) for 
the purpose of acquiring land. The Authority acquired the land in the same fiscal year, amounting to $1.06 
million, but failed to record the revenue and acquisition in their books. With the Authority’s failure to record 
the revenue and the acquired land, we noted a material weakness in their internal controls over reporting of 
Revenue and Capital Assets which resulted in a material misstatement of the Authority’ financial statements 
for fiscal year 2001-2002.  

In addition, based on our audit of fifteen years from fiscal year 2000-2001 through fiscal year 2014-2015, 
we found that the Authority did not have policies and procedures in place for recording financial 
transactions relating to capital assets. The Authority did not maintain a fixed asset listing that records the 
movements (additions, deletions/disposals) of capital assets. The Authority’s inability to provide the 
requested supporting documents in a timely manner, as well as the inadequacy of supporting documents 
received have caused continuous delays throughout the audit process.  

Recommendation 

We recommend that moving forward, the Authority should maintain a detailed listing of capital assets, since 
the nature of their operations involves land acquisitions and developments. Maintaining a fixed assets listing 
will assist the Authority in proper accountability of their assets.  

Authority’s Response 

The Authority agrees with this recommendation and has developed a fixed assets listing to track the activity 
of their capital assets and will maintain the listing moving forward. 

Current Status 

Recommendation has been partially implemented as the Authority was able to provide a capital assets 
listing; however, the listing did not agree with the capital assets balance. We also noted that certain 
construction costs were not capitalized as construction in progress. See finding #2016-01. 
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Finding #2015-02 – Single Audit 

Based on our audit of fiscal year 2001-2002, we found that the Authority received a federal grant from the 
U.S. Department of Transportation (pass-thru the California Department of Transportation or CalTrans) 
amounting to $1.06 million for the purpose of acquiring land but failed to record the federal grant received 
as revenue. As a result, the Authority failed to have an audit as required by the Single Audit Act of 1984 
and 1986, and OMB A-133 for entities receiving a total of $500,000 or more in federal funds in a single 
fiscal year. The federal grant received by the Authority is part of the Catalogue of Federal Domestic 
Assistance (CFDA) 20.205, Highway Planning and Research and was subject to the compliance 
requirements set forth in the 2002 OMB A-133 Compliance Supplement.  

Recommendation 

We recommend that the Authority contact the California Department of Transportation (CalTrans) to 
determine whether the Authority should still conduct a Single Audit given the number of years that have 
lapsed since fiscal year 2001-2002. 

Authority’s Response 

The Authority agrees with this recommendation and will contact CalTrans to determine how to resolve this 
matter. 

Current Status 

The Authority has reached out to CalTrans on multiple occasions and has not received a response. The 
Authority will continue to attempt to contact CalTrans. 
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Finding #2015-03 – Annual Budget 

Based on our audit of fifteen years from fiscal year 2001-2002 through fiscal year 2014-2015, we found 
that the Authority developed an annual budget of the entity for fiscal year 2000-2001, fiscal year 2007-
2008, fiscal year 2008-2009, fiscal year 2013-2014 and fiscal year 2014-2015 only. The annual budget for 
the rest of the fiscal years were not provided.  

In addition, the Authority failed to either prepare the preliminary budgets for fiscal years 2001-2002 through 
2004-2005, fiscal year 2006-2007 and fiscal year 2010-2011, or have them approved/adopted by the 
Authority’s governing board.    

Section 11.2 of the Joint Powers Agreement between Baldwin Hills Regional Conservation Authority 
(Authority) and the Santa Monica Mountains Conservancy (SMMC) states that “The Authority shall be 
strictly accountable for all funds, receipts, and disbursements. The Authority shall prepare an annual budget. 
Public funds may not be disbursed by the Authority except pursuant to the adopted budget of the Authority, 
and all receipts and disbursements shall be in strict conformance with the adopted and approved budget.”  
Section 15 of the Joint Powers Agreement between Baldwin Hills Regional Conservation Authority 
(Authority) and the Santa Monica Mountains Conservancy (SMMC) states that “The governing board of 
the Authority shall approve a preliminary budget for the succeeding fiscal year prior to May 1 of each year. 
The governing board shall adopt a final budget subject to annual contributions from the member agencies. 
The member agencies share of the Authority’s annual budget shall be approved by the member agencies.”  

Recommendation 

We recommend that the Authority prepare preliminary budgets and adopt annual budgets of the agency, in 
a form approved by the Governing Board of the Authority in accordance with the Joint Powers Agreement. 

Authority’s Response 

The Authority agrees with this recommendation. In future years, every attempt will be made by the 
Authority to have the budget approved as soon as possible and no expenditures will be made until a budget 
has been approved. 

Current Status 

Recommendation has been implemented. 
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Finding #2015-04 – Procurement, Purchasing and Contracting 

Based on our audit of fifteen years from fiscal year 2000-2001 through fiscal year 2014-2015, we found 
that the Authority does not have their own set of policies and procedures relating to Procurement, 
Purchasing and Contracting. In lieu of developing their own set of policies, the Authority followed the 
County of Los Angeles’ Fiscal Manual that covers procurement, purchasing and contracting.   

In addition, the Authority was unable to provide evidence to show the selection process for 5 major 
contractors/vendors that the Authority have frequently conducted business with in the fifteen fiscal years. 
Since the evidence was not provided, we were unable to determine whether the Authority was in compliance 
with the County’s Fiscal Manual.  

Recommendation 

We recommend that the Authority develop additional policies and procedures for procurement, purchasing 
and contracting since the nature of the Authority’s operations has the need for specialized professional 
services. The Authority’s operations relate to land acquisition and development that requires professional 
qualifications or expertise on specialized fields to conduct project-specific contracts not covered in the 
County’s Fiscal Manual.  

Authority’s Response 

The Authority agrees with the recommendation and will develop specific procurement policies that address 
the Authority’s operations. 

Current Status 

Recommendation has been implemented. The Authority had recently implemented its policies and 
procedures relating to Procurement, Purchasing and Contracting.  However, these policies were adopted by 
the Authority’s governing board in November 2016 effective for fiscal year 2017. As was noted in the prior 
year’s finding, the Authority was not able to provide evidence to show the selection process for two major 
contractors/vendors. As a result, we were unable to determine whether the Authority was in compliance 
with the County’s Fiscal Manual. 
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Finding #2015-05 – Annual Audits 

Baldwin Hills Regional Conservation Authority Joint Powers Agreement was executed on April 27, 1999, 
and funding was received by the Authority in FY 2001.  However, an audit of the Authority was never 
conducted until FY 2015.        

Section 11.4 of the Joint Powers Agreement states that “The Auditor-Controller shall either make or 
contract with a certified public accountant to make an annual audit of the accounts and records of the 
Authority.”  

Recommendation 

We recommend that an annual audit of the Authority be conducted in accordance with the Joint Powers 
Agreement.    

Authority’s Response 

The Authority agrees with the recommendation that an annual audit should be conducted and that the 
Authority will ensure that audits are completed on an annual basis. 

Current Status 

Recommendation has been implemented. 




