
DATE: February 11, 2016 

TO: Programs and Administration Committee 
Planning and Organization Committee/Recycling Board 

FROM: Wendy Sommer, Executive Director 
Pat Cabrera, Administrative Services Director 

BY: Gina Peters, Chief Financial Officer 

SUBJECT: Fiscal Year 2014-2015 Audit Report 

SUMMARY 

California state law requires that the Agency issue a complete set of financial statements annually 
and that an independent firm of certified public accountants audit the financial reports. The 
Agency’s fiscal year (FY) closed on June 30, 2015, at which time Agency staff prepared the financials 
in conformity with generally accepted accounting principles (GAAP) and the firm of Maze and 
Associates audited the reports. Staff and the auditor will present the Audit Report to the 
Committees for review. 

DISCUSSION 

The auditor’s responsibility is to express opinions on the financial statements. We are pleased the 
Agency received an unmodified (clean) audit opinion for FY 2015 from the external auditors.  In 
addition, there were no internal control weaknesses noted. 

The Annual audit report for the fiscal year ended June 30, 2015 is attached. The Management’s 
Discussion and Analysis (MD&A) section of the report (pages 5-8) provides an overview of the 
Agency’s financial activities for the year. The report 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 32-37, 
the report shows the Statement of Net Position and the Statement of Revenues, Expenses and 
Changes in Net Position by Board and by fund.  The two Boards and the Energy Council are distinct 
legal entities (but function as one Agency);  therefore these statements are of particular importance 
as they separately outline their respective financial activity for the year. 
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REVENUE & EXPENSES 
The audit report shows total revenues (excluding Revolving Loan Fund income) of $36.3 million. This 
is a 17.4% reduction in revenues compared to mid-year budget estimates. The decrease is due 
primarily to the timing of grant funding. Total expenses (Revolving Loan Fund expenses excluded) 
were $30.7 million, a 28% reduction compared to the amended mid-year budgeted expenses. The 
decrease is attributable primarily to the timing of grant expenses which are linked to grant funding.       

REVOLVING LOAN FUND (RLF) 
At the end of the fiscal year, the loans receivable balance was $367,729. $48,057 repayments from 
outstanding loans were collected and one loan for $175,000 was issued during the year. 

NET POSITION  
Total net position is the difference between the Agency’s assets and deferred outflows and its 
liabilities and deferred inflows of resources. Deferred Outflows represents a consumption of net 
assets that applies to a future reporting period/periods (equivalent to a prepaid expense). Deferred 
Inflows is the acquisition of net assets that applies to a future period/periods (equivalent to 
deferred revenue). The Agency’s total net position was $46.8 million (Authority’s portion $38.2 
million or 81.5%; Recycling Board’s $8.6 million or 18.5 % and Energy Council $4,000). The total net 
position is comprised of $14.4 million net investment in capital assets (land, buildings, furnishing 
and equipment) and $32.4 million unrestricted. $14.4 million of the unrestricted $32.4 million are 
reserved and designated for specific purposes by the Board. The remaining $18 million may be used 
to meet the Agency’s ongoing obligations, including outstanding contracts.  

The Authority’s portion (including Household Hazardous Waste fees) of the unrestricted net 
position as of June 30, 2015 was $23.7 million which includes $13.7 million reserved for specific 
purposes by the Board. The Recycling Board’s unrestricted net position (excluding revolving loans) 
was $6.6 million including $0.7 million in reserves.  

The Revolving Loan Fund’s unrestricted net position was $2.1 million consisting of $0.4 million in 
loan receivables and $1.7 million s unreserved.  As indicated above net position is the difference 
between the Agency’s assets and deferred outflows and its liabilities and deferred inflows of 
resources.  Not all assets can be readily converted to cash (i.e liquid) such as the investments in 
capital assets (building, furniture and equipment); the prepayment of Other Post Employment 
Benefits (OPEB) is an asset but this asset is not available for the Agency to meet its ongoing 
obligations, neither are the deferred outflows. Conversely, not all liabilities are due within one year,  
some are long-term liabilities that may be paid off over a long period of time or from specified 
funds (not operating revenues), such as the net pension liability. Recognizing these factors and for 
purposes of determining what portion of the net position (per audit report) is available to 
supplement the following year’s budget, we eliminated the net OPEB assets, deferred 
outflow/inflows, accrued vacation and the net pension liability to arrive at a new calculated 
available net position. This new available net position (after making provisions for Board approved 
reserves and contract commitments) is what we refer to as “adjusted beginning fund balance 
7/1/15” in the FY 15/16 midyear budget. We consider this amount as available because these are 
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additional funds (addition to projected revenues) that may be used to spend on Agency programs 
and projects.  

IMPLEMENTATION OF GOVERNMENTAL ACCOUNTING STANDARDS BOARD (GASB) 68-
ACCOUNTING FOR PENSIONS 
The Agency participates in a cost-sharing multiple-employer pension plan (Miscellaneous Risk Pool) 
and has disclosed its share of the plan’s collective net pension liability ($3,501,440) as a liability in 
the Statement of Net Position (balance sheet). The net pension liability is the unfunded liability for 
pension benefits promised to current employees, retirees, and their beneficiaries. Prior to GASB 68, 
the miscellaneous risk pool’s total unfunded liabilities, based on the annual CalPERS Actuarial 
valuation were disclosed in the notes to the financial reports. CalPERS actuary will continue to 
annually issue (for a fee) the additional report called GASB 68 Accounting Valuation Report that will 
provide the net pension liability number that will be recorded on subsequent statement of net 
position reports. 

There are three main components of GASB 68: 
1) Net pension liability - The net pension liability balance shown on the statement of net position is

one year in arrears. CalPERS actuaries valued the pension liability as of 6/30/2013 and applied roll
forward procedures to come up with a liability as of 6/30/2014. This 6/30/2014 liability is what is
reflected on the statement of net position.

2) Deferred pension contributions - As a result of the net pension liability being a year in arrears,
the pension contributions ($640,526) made in  FY 2014-15  will be applied to the following year’s
(FY 2015-16) liability and is therefore reflected on the statement of net position as “deferred
outflow of resources” (the equivalent of prepaid expense).

3) Differences between expected and actual earnings on investments- GASB 68 requires that these
differences be amortized on a straight-line basis over five years.

At the November 18, 2015 meeting, the Board approved a $0.6 million pay down of the net pension 
liability. 

RECOMMENDATION 

Staff recommends that the P&A and the P&O Committees review and forward the audit report to 
the Waste Management Authority and Energy Council for acceptance and filing, and that the 
Recycling Board accept and file the audit report.

Attachment:  Audit Report for FY14-15. 
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