
  

 

 

February 5, 2015  

TO:   Programs and Administration Committee 
   Planning and Organization Committee\Recycling Board 
 
FROM:   Gary Wolff, Executive Director 

Wendy Sommer, Deputy Executive Director 
Pat Cabrera, Administrative Services Director 
 

BY:   Gina Peters, Chief Finance Officer 

SUBJECT:  Annual Audit for Fiscal Year 2013/14 

 

BACKGROUND 

An external audit, required by law, is an independent examination of the financial statements 

prepared by the Agency. The external auditors’ responsibility is to express an opinion on whether 

the Agency’s financial statements give a “true and fair” view of the Agency’s state of affairs and 

operations for the fiscal year being examined.  

DISCUSSION 
 
Fiscal year 2013/2014 financial statements were audited by the auditing firm, Maze and Associates, 

and they expressed a clean unmodified opinion on the Agency’s financial statements. “In our 

opinion, the financial statements referred to above present fairly, in all material respects, the 

financial position of the Agency as of June 30, 2014 and the change in financial position and cash 

flows for the year ended in conformity with accounting principles generally accepted in the United 

States of America.”  

The annual financial report was submitted to the State Controller’s Office - Department of Local 

Government Fiscal Affairs by the required deadline. There were no internal control deficiencies 

noted, however, the auditors proposed one audit adjustment to revise the amortization of Other 

Post-Employment Benefits (OPEB) assets to agree to the actuarial report. In 2012, the agency made 

a lump sum payment to satisfy its Net OPEB obligation. This resulted in a net OPEB asset. 

The audit report includes a Management’s Discussion and Analysis (MD&A) (pages 3-7) and should 

be read in conjunction with the audited financial statements. The audit report also includes a total 

Agency (WMA, Recycling Board and Energy Council) Statement of Net Position (page 9); total 



  

Statement of Revenues, Expenses and Changes in Net Position (page 10); and total Statement of 

Cash Flows (page 11). On pages 25-30, the report shows the Statement of Net Position and the 

Statement of Revenues, Expenses and Changes in Net Position by Board and by fund.  

REVENUE & EXPENSES 
Total actual revenues minus the Revolving Loan Fund income, for FY 13/14 were $22,212,541, a 

10.8% reduction from mid-year estimates. The decrease is primarily attributed to the timing of 

grant funding (which is linked to grant related expenditures) and lower, property/wind related 

revenues than estimated. Total actual expenses excluding Revolving Loan Fund related expenses 

were $20,832,824, an 18.4% reduction compared to mid-year budgeted expenses due to the timing 

of grant related expenses as mentioned above.                        

REVOLVING LOAN FUND (RLF) 
The Agency collected $136,797 repayments from outstanding loans, bringing the balance of loans 

receivable to $240,786 from the previous year balance of $377,583. No loans were issued in FY 

13/14. 

NET POSITION  
The Agency functions as an Enterprise Fund and, as such, the difference between assets and 

liabilities is known as “Total Net Position”.   

The Authority’s Net Position as of June 30, 2014 was $38.3 million consisting of $12.9 million 

reserved for specific purposes by the Board; $5.9 million for outstanding contracts; $14.6 million in 

capital assets; and approximately $4.9 million was unreserved (this is the figure we used for the 

beginning available resources for the fiscal year 2014/15 mid-year budget adjustments). The Net 

Position is comprised of 46% cash, 38% invested in capital assets, and 16% other net assets (which 

includes the current value of previously paid off pension and other post employment benefits 

(OPEB) side funds).    

The Recycling Board’s Net Position (excluding revolving loans) as of June 30, 2014 was $5.7 million 

consisting of $0.7 million reserves; $1.7 million for outstanding contracts; and $3.3 million was 

unreserved (this is the figure we used for the beginning available resources for the fiscal year 

2014/15 mid-year budget). The Net Position is comprised of 138% cash offset by 38% other 

liabilities. 

The RLF Net Position as of June 30, 2014 was $2.1 million consisting of $0.24 million in loan 

receivables and $1.86 million designated for issuing loans and other related expenses. The net 

position is comprised of 90% cash 10% loan receivables and 1% other liabilities. 

The Energy Council’s Net Position as of June 30, 2014 was $1,077.  

FISCAL YEAR 2014/2015 
As required, we will be implementing GASB Statement No. 68 in the current fiscal year 2014/2015. 

Statement 68 requires that we report the net pension liability on the balance sheet. Our current 

best estimate is that this will reduce our Net Position by approximately $4.5 million. The agency 



  

participates in a cost-sharing multiple-employer pension plan (Miscellaneous Risk Pool) and has 

initiated a request to CalPERS to prepare, for a fee, an actuarial study to identify in accordance with 

GASB Statement No. 68 the Agency’s proportionate share of the pool’s collective net pension 

liability. The net pension liability is the unfunded liability for pension benefits promised to current 

employees, retirees, and their beneficiaries. It is worth noting, however, that the currently 

unfunded liability is and has been, in practice, funded by a PERS-required higher than normal-cost 

employer contribution.  In that sense, the unfunded liability is a debt to PERS, scheduled to be paid 

off over a 30 year (or shorter, at our discretion) amortization period.   

RECOMMENDATION 

 

Review and forward the audit report to the Waste Management Authority, Recycling Board and 

Energy Council for acceptance and filing. 

Attachment:  Audit Report for FY13/14  
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