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INDEPENDENT AUDITORS' REPORT

The Board of Directors
Pajaro River Watershed Flood Prevention Authority
Marina, California

Report on the Financial Statements

We have audited the accompanying financial statements of the governmental activities and the major fund ofPajaro River Watershed
Flood Prevention Authority (the Authority) as of and for the fiscal year ended June 30, 2013, and the related notes to the financial
statements, which collectively comprise the Authority's basic financial statements as listed in the table of contents.
Management's ResponsibiliO, 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.
Auditors' Responsibility
Our responsibility is to express opinions 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 ofthe 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 opinions.
Opinions
In our opinion, the financial statements referred to above present fairly, in all material respects, the respective financial position of the
governmental activities and the major fund of Pajaro River Watershed Flood Prevention Authority, as of June 30, 2013, and the
respective changes in financial position, thereof for the fiscal year then ended in accordance with accounting principles generally
accepted in the United States of America.
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Emphasis of Matter

As discussed in note 1 to the basic financial statements effective July 1, 2012, the Pajaro River Watershed Flood Prevention Authority
adopted Governmental Accounting Standards Board (GASB) Statement No. 63, Financial Reporting of Deferred Outflows of
Resources, Deferred Inflows of Resources, and Net Position. Our opinion is not modified with respect to this matter.
Other Matters

Required Supplementary Information
Accounting principles generally accepted in the United States of America require that the management's discussion and analysis on
pages 3 through 6, and the budgetary information on page 21 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 January 22, 2014, on our consideration of
the Paj aro River Watershed Flood Prevention 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.
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Santa Maria, CA
January 22, 2014
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Management's Discussion and Analysis
Overview of PRWFPA and Audited Finances Statements for Fiscal Year Ending
June 30, 2013
General

The purpose of the Pajaro River Watershed Flood Prevention Authority
(PRWFPA) is to identify, evaluate, fund and implement environmentally
sound flood prevention and control strategies in the Pajaro River Watershed,
on an intergovernmental, cooperative basis as required by the Pajaro River
Watershed Flood Prevention Authority Act (AB807 Keeley).
The Board of Directors of PRWFPA consists of eight members appointed one
each from the Monterey County Board of Supervisors, the San Benito County
Board of Supervisors, the Santa Clara County Board of Supervisors, the Santa
Cruz County Board of Supervisors, the Board of Directors of the Monterey
County Water Resources Agency, the Board of Directors of the San Benito
County Water District, the Board of Directors of the Santa Clara Valley Water
District and the Board of Directors of the Zone 7 Flood Control District
subject to the provisions of Part 2, Chapter 1, section 401 of the Pajaro River
Watershed Flood Prevention Authority Act.
The Board of Directors may also vote to invite, as associate members,
governmental entities from within the watershed. Associate members are not
entitled to vote or hold office.
In addition, the Board of Directors has established a standing committee of
staff members from the involved Authority jurisdictions to advise the Board
of Directors. It is called the Staff Working Group and it is comprised of
designated staff members from both voting and non-voting involved
jurisdictions.
During Fiscal Year (FY) 2012-2013 the PRWFPA activities included:
•

Continued to review and coordinate reviews of development
proposals in and near the Soap Lake Floodplain.
• Continued participation in the Pajaro River Watershed Integrated
Regional Water Management (IRWM) planning and coordination
process. In FY 2011-2012 the Pajaro River Watershed Flood
Prevention Authority was awarded a Proposition 84 IRWM planning
grant to update the IRWM Plan and to conduct focused watershed
studies, including a sediment study along the San Benito River. The
study cost $189,100, of which $103,100 will be reimbursed by the
State through the Proposition 84 grant. The balance of the costs,
$86,000, will be funded through PRWFPA reserve funds. PRWFPA
3

contracted with Environmental Science Associates (ESA) on January
20, 2012 to perform the San Benito River study. The study will be
completed by December 31, 2013. During fiscal year 2012-2013, ESA
invoiced $156,045 of the total project costs, of which PRWFPA paid
$86,000 and $63,040 was billed to the State for reimbursement. The
State retains 10 percent of total project costs until completion of tasks
and deliverables. Since the exception of the grant the State has
withheld $7,005.
• Conducted a legislative meeting with the Army Corps of Engineers
and legislative representatives to discuss the Lower Pajaro River
Flood Control project.
Held
monthly Staff Working Group (SWG) meetings to discuss
•
PRWFPA issues and coordinate Board packet items.
• Continued implementation of Phase 1 of the Soap Lake Floodplain
Preservation Project (Soap Lake Project). PRWFPA was awarded
$4,093,402 from a California Proposition 50 grant to implement Phase
1 of the Soap Lake Project, of which $600,300 is for project
management and $3,493,102 will be used to fund up to 50 percent of
the land or easement acquisition costs incurred by the participating
agencies and organizations. Through FY 2012-2013, PRWFPA has
incurred $490,308 of eligible reimbursable project management
expenditures and $350,653 of eligible reimbursable easement
acquisition expenditures. The State retains 10 percent of the total
project costs until completion of the grant requirements. Since the
inception of the grant, $84,096 has been retained by the State. Work
on the Soap Lake Project will continue into the next fiscal year and
the State will be invoiced for eligible project expenditures.

Financial Highlights

The management discussion and analysis is intended to serve as an
introduction to PRWFPA's basic financial statements. Consistent with
Government Accounting Standards Board requirements, two years of financial
information is provided to enable the reader to draw comparisons on the
results of operations and financial position from year to year.
Net position increased by 1.1 percent over the fiscal year ending June 30,
2012.
The General Fund balance at fiscal year-end was $518,627. This amount is
$5,844 more than one year ago.
PRWFPA's cash and investments balance on June 30, 2013, was $403,075
representing a decrease of $61,679 over one fiscal year ago.
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PRWFPA has a receivable balance of $518,372 from California Proposition
50 and 84 grants as of June 30, 2013.
Pajaro Revenues

Total revenue for FY 2012-2013 was $566,764, $265,914 more than budgeted
due to the easement acquisition costs associated with the Proposition 50 grant.
Revenues included Proposition 50 funds, Proposition 84 funds and $64,000 in
membership contributions.

Overall Financial Position

The overall financial position of PRWFPA has remained consistent during the
past twelve months.
Highlights of the Authority Funds

The General Fund contains all financial resources of PRWFPA. The fiscal
year-end General Fund balance increased from $512,783 to $518,627.
Expenditures were over final budget amounts which are primarily attributed to
The Nature Conservancy easement acquisition costs and an overall increase in
professional services due to the San Benito River Study. There was a 1.1
percent increase in the General Fund balance this fiscal year over one fiscal
year ago at this time.
Budget: Amendments and Variances

The budget adopted on May 3, 2012, was not amended during the fiscal year.
PRWFPA held no infrastructure assets during fiscal year 2012-2013.
Ongoing Activities for FY 2013-2014

The Pajaro River Watershed Flood Prevention Authority is implementing
Phase 1 of the Soap Lake Floodplain Preservation Project (Soap Lake
Project). The Soap Lake Project is designed to preserve the natural floodplain
characteristics through the acquisition of land and flood conservation
easements. PRWFPA is encouraging the floodplain acquisitions by providing
grant funds to agencies and organizations pursuing acquisitions within the
Soap Lake Floodplain.
PRWFPA will continue to receive California Proposition 50 grant funding to
implement Phase 1 of the Soap Lake Project. In addition, PRWFPA will
distribute the grant funds on a competitive basis and may proceed with one or
more solicitations. A Request for Proposals (RFP) was developed to initiate
5

the first solicitation of the Soap Lake Project Grant Program. The RFP
includes the grant guidelines, which establish eligibility requirements,
appropriate match percentage, proposal scoring process and criteria, and
program timeline. The program guidelines have been approved by the
PRWFPA Board of Directors and the Proposition 50 grant agency
(Department of Water Resources). At the November 2, 2012 meeting, the
Board of Directors approved an agreement establishing the terms and
conditions of the $355,520 grant award to The Nature Conservancy (TNc) for
the temporary fee title acquisition of a 165-acre farm and ranch property in the
Soap Lake Floodplain.
Request for Information
Anyone seeking clarification, having questions, or desiring more information
about the topics discussed in this Management's Discussion and Analysis is
requested to contact the Pajaro River Watershed Flood Prevention Authority
Executive Coordinator via email at: info@ambag.org or by calling
831.883.3750. Written correspondence should be addressed to the PRWFPA
Executive Coordinator c/o AMBAG, Post Office Box 809, Marina, California
93933-0809.
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PAJARO RIVER WATERSHED FLOOD PREVENTION AUTHORITY
STATEMENT OF NET POSITION
June 30, 2013

Governmental
Activities
ASSETS
Cash and investments
Accounts receivable

403,075
518,372

Total assets

921,447

LIABILITIES
Accounts payable

402,820

Total liabilities

402,820

NET POSITION
Restricted

518,627

Total net position

The notes to basic financial statements are an integral part of this statement.
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518,627

PAJARO RIVER WATERSHED FLOOD PREVENTION AUTHORITY
STATEMENT OF ACTIVITIES
For the Fiscal Year Ended June 30, 2013

Expenses

Charges for
Services

Program Revenues
Operating
Capital
Contributions
Contributions
and Grants
and Grants

Net (Expense)
Revenue and
Changes in
Net Position

Governmental activities:
Flood prevention
Total governmental activities

$ 560,920

$

$

502,217

$

$ 560,920

$

$

502,217

$

$

(58,703)
(58,703)

General Revenues:
Membership administrative contributions
Interest income

64,000
547

Total general revenues

64,547

Change in net position

5,844
512,783

Net position, beginning of fiscal year
Net position, end of fiscal year

The notes to basic financial statements are an integral part of this statement.
8

$

518,627

PAJARO RIVER WATERSHED FLOOD PREVENTION AUTHORITY
GOVERNMENTAL FUND
BALANCE SHEET
June 30, 2013

General
Fund
ASSETS
Current Assets:
Cash and investments
Accounts receivable
Total assets

403,075
518,372
S

921,447

LIABILITIES AND FUND BALANCE
Liabilities:
Accounts payable
Total liabilities
Fund Balance:
Restricted:
Professional service

402,820
402,820

518,627

Total fund balance

518,627

Total liabilities and fund balance

921,447

The notes to basic financial statements are an integral part of this statement.
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PAJARO RIVER WATERSHED FLOOD PREVENTION AUTHORITY
RECONCILIATION OF THE GOVERNMENTAL
FUND BALANCE SHEET TO THE STATEMENT OF NET POSITION
June 30, 2013

Total Fund Balance
Total Net Position

The notes to basic financial statements are an integral part of this statement.
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518,627
$

518,627

PAJARO RIVER WATERSHED FLOOD PREVENTION AUTHORITY
GOVERNMENTAL FUND
STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES IN FUND BALANCE
For the Fiscal Year Ended June 30, 2013
General
Fund
Revenues:
Membership administrative contributions
Proposition 50 funds
IRWM Planning Grant
Interest income
Total revenues
Expenditures:
Regional Analysis Planning Services Administration
Insurance
Legal
Professional services:
San Benito River Study
Soap Lake Preservation
Other charges
Total expenditures
Excess of revenues over (under) expenditures

64,000
432,172
70,045
547
566,764

40,831
2,000
4,489
120,830
387,679
5,091
560,920
5,844

Fund balance - beginning of fiscal year

512,783

Fund balance - end of fiscal year

518,627

The notes to basic financial statements are an integral part of this statement.
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PAJARO RIVER WATERSHED FLOOD PREVENTION AUTHORITY
RECONCILIATION OF THE GOVERNMENTAL FUND STATEMENT OF
REVENUES, EXPENDITURES, AND CHANGES IN FUND BALANCE
TO THE STATEMENT OF ACTIVITIES
For the Fiscal Year Ended June 30, 2013

Net Change in Fund Balance

5,844

Change in Net Position

5,844

The notes to basic financial statements are an integral part of this statement.
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PAJARO RIVER WATERSHED FLOOD PREVENTION AUTHORITY
NOTES TO BASIC FINANCIAL STATEMENTS
June 30, 2013
NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
A.

Organization

The Pajaro River Watershed Flood Prevention Authority (PRWFPA) was organized on July 1, 2000, under the authorization
of Chapter 963 of Assembly Bill No.807, approved on October 10, 1999. The PRWFPA undertakes flood prevention and
control projects within the boundaries of the Pajaro River Watershed. The PRWFPA may levy and collect assessments and
special taxes and sell bonds in accordance with prescribed procedures. The Pajaro River Watershed consists of more than
1,400 square miles of land. Much of the watershed is prime agricultural and rangeland, providing a strong base for the
region's economy. The Pajaro River Watershed includes portions of San Benito, Santa Clara, Santa Cruz, and Monterey
Counties. The Assembly Bill No. 807, designates the board of supervisors of certain counties and the boards of directors of
certain local Authority as appointing directors.
B.

Reporting Entity

The reporting entity is the Pajaro River Watershed Flood Prevention Authority. There are no component units included in
this report which meets the criteria of the GASB Statement No. 14, The Financial Reporting Entity, as amended by GASB
Statements No. 39 and No. 61.
C.

Government-wide and Fund Financial Statements

The goverment-wide financial statements (i.e., the statement of net position and the statement of activities) report
information on all of the activities of the Authority. For the most part, the effect of interfund activity has been removed from
these statements. Governmental activities are normally supported by taxes and intergovernmental revenues.
The statement of activities demonstrates the degree to which the direct expenses of a given function or segment are offset by
program revenues. The direct expenses are those that are clearly identifiable with a specific function or segment. Program
revenues include 1) charges to customers or applicants who purchase, use, or directly benefit from goods, services, or
privileges provided by a given function or segment and 2) grants and contributions that are restricted to meeting the
operational or capital requirements of a particular function or segment. Taxes and other items not properly included among
program revenues are reported instead as general revenues.
D.

Basis of Presentation
Government-wide Financial Statements:

The government-wide financial statements are prepared using the economic resources measurement focus. This approach
differs from the manner in which governmental fund financial statements are prepared. Governmental fund financial
statements, therefore, include reconciliation with brief explanations to better identify the relationship between the
government-wide statements and the statements for the governmental funds.
The goverment-wide financial statement of activities presents a comparison between direct expenses and program revenues
for each function or program of the Authority's governmental activities. Direct expenses are those that are specifically
associated with a service, program, or department and are therefore clearly identifiable to a particular function. The
Authority does not allocate indirect expenses to functions in the statement of activities. Program revenues include charges
paid by the recipients of goods or services offered by a program, as well as grants and contributions that are restricted to
meeting the operational or capital requirements of a particular program. Revenues which are not classified as program
revenues are presented as general revenues of the Authority, with certain exceptions. The comparison of direct expenses
with program revenues identifies the extent to which each governmental function is self-financing or draws from the general
revenues of the Authority.
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PAJARO RIVER WATERSHED FLOOD PREVENTION AUTHORITY
NOTES TO BASIC FINANCIAL STATEMENTS
June 30, 2013
NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)
D.

Basis of Presentation (Continued)
Fund Financial Statements:
Fund financial statements report detailed information about the Authority. The focus of governmental fund financial
statements is on major funds rather than reporting funds by type. Each major governmental fund is presented in a separate
column, and all non-major funds are aggregated into one column. Fiduciary funds are reported by fund type.
The accounting and financial treatment applied to a fund is determined by its measurement focus. All governmental funds
are accounted for using a flow of current financial resources measurement focus. With this measurement focus, only current
assets and current liabilities are generally included on the balance sheet. The Statement of Revenues, Expenditures, and
Changes in Fund Balance for these funds present increases, (i.e., revenues and other financing sources) and decreases (i.e.,
expenditures and other financing uses) in net current assets.

E.

Basis of Accounting

Basis of accounting refers to when revenues and expenditures are recognized in the accounts and reported in the financial
statements. Government-wide financial statements are prepared using the accrual basis of accounting. Governmental funds
use the modified accrual basis of accounting.
Revenues — exchange and non-exchange transactions:
Revenue resulting from exchange transactions, in which each party gives and receives essentially equal value, is recorded
under the accrual basis when the exchange takes place. On a modified accrual basis, revenue is recorded in the fiscal year in
which the resources are measurable and become available. "Available" means the resources will be collected within the
current fiscal year or are expected to be collected soon enough thereafter to be used to pay liabilities of the current fikal
year. For the Authority, "available" means collectible within the current period or within 60 days after fiscal year end.
Non-exchange transactions, in which the Authority receives value without directly giving equal value in return, include
property taxes and grants. Under the accrual basis, revenue from property taxes is recognized in the fiscal year for which the
taxes are levied. Revenue from grants is recognized in the fiscal year in which all eligibility requirements have been
satisfied. Eligibility requirements include timing requirements, which specify the fiscal year when the resources are to be
used or the fiscal year when use is first permitted; matching requirements, in which the Authority must provide local
resources to be used for a specific purpose; and expenditure requirements, in which the resources are provided to the
Authority on a reimbursement basis. Under the modified accrual basis, revenue from non-exchange transactions must also be
available before it can be recognized.
Expenses/expenditures:
On the accrual basis of accounting, expenses are recognized at the time a liability is incurred. On the modified accrual basis
of accounting, expenditures are generally recognized in the accounting period in which the related fund liability is incurred,
as under the accrual basis of accounting. However, under the modified accrual basis of accounting, debt service
expenditures, as well as expenditures related to compensated absences and claims and judgments, are recorded only when
payment is due. Allocations of cost, such as depreciation and amortization, are not recognized in the governmental funds.
When both restricted and unrestricted resources are available for use, it is the Authority's policy to use restricted resources
first then unrestricted resources as they are needed.

14

PAJARO RIVER WATERSHED FLOOD PREVENTION AUTHORITY
NOTES TO BASIC FINANCIAL STATEMENTS
June 30, 2013
NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)
F.

Fund Accounting
The accounts of the Authority are organized on the basis of funds, each of which is considered to be a separate accounting
entity. The operations of each fund are accounted for with a separate set of self-balancing accounts that comprise its assets,
liabilities, fund balance or net position, revenues, and expenditures. The Authority's resources are allocated to and
accounted for in individual funds based upon the purpose for which they are to be spent and the means by which spending
activities are controlled. The Authority's accounts are organized into one major fund:
Major Governmental Fund
The General Fund is the general operating fund of the Authority. It is used to account for all financial resources except those
required to be accounted for in another fund.

G.

Budgets and Budgetary Accounting
The Authority adopts an annual budget on or before June 30. From the effective date of the budget, the amounts stated as
proposed expenditures become appropriations.
The Board of Directors may amend the budget by motion during each fiscal year. The original and revised budgets are
presented for the General Fund.
All appropriations lapse at the end of the fiscal year to the extent that they have not been expended. Professional contracts
entered into by the Authority are subject to annual review by the Board of Directors.

H.

Investments
Investments are stated at fair value.

I.

Encumbrances
Encumbrances represent commitments related to unperformed contracts for goods or services. Encumbrance accounting,
under which purchase orders, contracts, and other commitments for the expenditure ofresources are recorded to reserve that
portion of the applicable appropriation, is not utilized by the Authority.

J.

Estimates
The preparation of financial statements in conformity with accounting principles generally accepted in the United States of
America, as prescribed by the GASB and the American Institute of Certified Public Accountants, 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 ofthe financial statements and the reported amounts ofrevenues and expenditures/expenses during
the reporting period. Actual results could differ from those estimates.

K.

Fund Balances
Fund balances of the governmental funds are classified as follows:
Nonspendable Fund Balance represents amounts that cannot be spent because they are either not in spendable form (such as
inventory or prepaid insurance) or legally required to remain intact (such as notes receivable or principal of a permanent
fund).
Restricted Fund Balance —represents amounts that are constrained by external parties, constitutional provisions or enabling
legislation.
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PAJARO RIVER WATERSHED FLOOD PREVENTION AUTHORITY
NOTES TO BASIC FINANCIAL STATEMENTS
June 30, 2013
NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)
K.

Fund Balances (Continued)

Committed Fund Balance — represents amounts that can only be used for a specific purpose because of a formal action by the
Authority's governing board. Committed amounts cannot be used for any other purpose unless the governing board removes
those constraints by taking the same type of formal action. Committed fund balance amounts may be used for other purposes
with appropriate due process by the governing board. Commitments are typically done through adoption and amendment of
the budget. Committed fund balance amounts differ from restricted balances in that the constraints on their use do not come
from outside parties, constitutional provisions, or enabling legislation.

Assigned Fund Balance — represents amounts which the Authority intends to use for a specific purpose, but that do not meet
the criteria to be classified as restricted or committed. Intent may be stipulated by the governing board or by an official or
body to which the governing board delegates the authority. Specific amounts that are not restricted or committed in a special
revenue, capital projects, debt service, or permanent fund are assigned for purposes in accordance with the nature of their
fund type or the fund's primary purpose. Assignments within the general fund convey that the intended use of those amounts
is for a specific purpose that is narrower than the general purpose of the Authority.

Unassigned Fund Balance — represents amounts which are unconstrained in that they may be spent for any purpose. Only the
general fund reports a positive unassigned fund balance. Other governmental funds might report a negative balance in this
classification because of overspending for specific purposes for which amounts had been restricted, committed or assigned.

When an expenditure is incurred for a purpose 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 committed,
assigned, or unassigned fund balances are available, the Authority considers amounts to have been spent first out of
committed funds, then assigned funds, and finally unassigned funds.
L.

New Accounting Pronouncement
Governmental Accounting Standards Board Statement No. 63
For the fiscal year ended June 30, 2013, the Authority implemented Governmental Accounting Standards Board (GASB)
Statement No. 63, "Financial Reporting of Deferred Outflows of Resources, Deferred Inflows of Resources, and Net
Position." This Statement is effective for periods beginning after December 15, 2011. The objective of this Statement is to
establish guidance for reporting deferred outflows of resources, deferred inflows ofresources, and net position in a statement
of financial position. This Statement sets forth framework that specifies where deferred outflows of resources and deferred
inflows of resources, as well as assets and liabilities should be displayed. This Statement also specifies how net position, no
longer referred to as net assets, should be displayed. Implementation of the Statement and the impact of the District's
financial statements are explained in Note 4 - Net Position.

NOTE 2 - CASH AND INVESTMENTS
On June 30, 2013, the Authority had the following cash and investments on hand:
$ 275,218
127,857

Cash in bank
Investments

$ 403,075

Total cash and investments
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PAJARO RIVER WATERSHED FLOOD PREVENTION AUTHORITY
NOTES TO BASIC FINANCIAL STATEMENTS
June 30, 2013
NOTE 2 - CASH AND INVESTMENTS (Continued)
Investments Authorized by the California Government Code

The table below identifies the investment types that are authorized for the Authority by the California Government Code. The table
also identifies certain provisions of the California Government Code that address interest rate risk, credit risk, and concentration of
credit risk.

Authorized

Maximum

Maximum
Percentage

Maximum
Investment

Investment Type

Maturity

Of Portfolio

in One Issuer

5 years
5 years
5 years
180 days
270 days
5 years
1 year
92 days
5 years
N/A
N/A
5 years
N/A
N/A
N/A

None
None
None
40%
25%
30%
None
20% of base value
30%
20%
20%
20%
None
None
None

Local Authority Bonds
U.S. Treasury Obligations
U.S. Authority Securities
Bankers' Acceptances
Commercial Paper
Negotiable Certificates of Deposit
Repurchase Agreements
Reverse Repurchase Agreements
Medium-Term Notes
Mutual Funds
Money Market Mutual Funds
Mortgage Pass-Through Securities
County Pooled Investment Fund
Local Authority Investment Fund (LAIF)
JPA Pools (other investment pools)

None
None
None
30%
10%
None
None
None
None
10%
10%
None
None
None
None

Disclosures Relating to 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. One of the ways
that the Authority manages its exposure to interest rate risk is by purchasing a combination ofshorter term and longer term investments
and by timing cash flows from maturities so that a portion ofthe portfolio is maturing or coming close to maturity evenly over time as
necessary to provide the cash flow and liquidity needed for operations.
Information about the sensitivity of the fair values of the Authority's investments (including investments held by bond trustees) to
market interest rate fluctuations is provided by the following table that shows the distribution of the Authority's investments by
maturity:
Remaining Maturity (in Months)
Investment Type

Carrying
Amount

12 Months
Or Less

LAIF

$ 127,857 $ 127,857 $

Total

$ 127,857 $ 127,857 $
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13-24
Months

25-60
Months

More than
60 Months

PAJARO RIVER WATERSHED FLOOD PREVENTION AUTHORITY
NOTES TO BASIC FINANCIAL STATEMENTS
June 30, 2013
NOTE 2 - CASH AND INVESTMENTS (Continued)
Disclosures Relating to Credit Risk

Generally, credit risk is the risk that an issuer of an investment will not fulfill its obligation to the holder of the investment. This is
measured by the assignment of rating by a nationally recognized statistical rating organization. Presented below is the minimum rating
required by the California Government Code, and the actual rating as of fiscal year end for each investment type.

Investment Type

LAIF

Carrying

Minimum
Legal

Exempt
From

Amount

Rating

Disclosure

$ 127,857

N/A

$

Rating as of Fiscal Year End
Not Rated
Aa
AAA
$ 127,857

Concentration of Credit Risk

The investment policy of the Authority contains no limitations on the amount that can be invested in any one issuer beyond that
stipulated by the California Government Code. There are no investments in any one issuer that represent 5% or more of total
Authority investments.
Custodial Credit Risk

Custodial credit risk for deposits is the risk that, in the event of the failure of a depository financial institution, a government will not
be able to recover its deposits or will not be able to recover collateral securities that are in the possession of an outside party. The
California Government Code and the Authority'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 provision 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 fair value of the
pledged securities in the collateral pool must equal at least 110% of the total amount deposited by the public agencies. California law
also allows financial institutions to secure the Authority's deposits by pledging first trust deed mortgage notes having a value of 150%
of the secured public deposits.
None of the Authority's deposits with financial institutions in excess of the federal depository insurance limits were held in
uncollateralized accounts.
The custodial credit risk for investments is the risk that, in the event of the failure of the counterparty (e.g., broker-dealer) to a
transaction, a government will not be able to recover the value of its investment or collateral securities that are in the possession of
another party. The California Government Code and the Authority's investment policy do not contain legal or policy requirements
that would limit the exposure to custodial credit risk for investments. With respect to investments, custodial credit risk generally
applies only to direct investments in marketable securities. Custodial credit risk does not apply to a local government's indirect
investment in securities through the use of mutual funds or government investment pools (such as LAIF).
NOTE 3 — CONTINGENCIES

According to the Authority's staff and attorney, no contingent liabilities are outstanding and no lawsuits are pending of any real
financial consequence.
NOTE 4 — NET POSITION

GASB Statement No. 63 requires that the difference between assets added to the deferred outflows ofresources and liabilities added to
the deferred inflows of resources be reported as net position. Net position is classified as either net investment in capital assets,
restricted, or unrestricted.
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 or enabling legislation.
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NOTE 5 — RELATED PARTY TRANSACTIONS
The Authority was charged $40,831 by Regional Analysis Planning Services, Inc. (RAPS), which is a component unit of the
Association of Monterey Bay Area Governments (AMBAG), for shared personnel and administrative services. As ofJune 30, 2013,
$15,924 was an inter organization payable.
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PAJARO RIVER WATERSHED FLOOD PREVENTION AUTHORITY
BUDGETARY COMPARISON SCHEDULE
GENERAL FUND
For the Fiscal Year Ended June 30, 2013

Actual

Variance with
Final Budget
Positive

Amounts

(Negative)

Budgeted Amounts

Final

Original

Revenues:
Membership administrative contributions
Proposition 50 funds
IRWM Planning Grant
Interest income

64,000 $
133,050
103,100
700

64,000 $
432,172
70,045
547

299,122
(33,055)
(153)

300,850

300,850

566,764

265,914

45,000
9,600
1,500

45,000
9,600
1,500

40,831
4,489
2,000

4,169
5,111
(500)

189,000
74,000

189,000
74,000

120,830
387,679

68,170
(313,679)

11,950

11,950

5,091

Total expenditures

331,050

331,050

560,920

Excess of revenues over (under) expenditures

(30,200)

(30,200)

512,783

512,783

512,783

482,583 $

518,627 $

$

Total revenues

64,000
133,050
103,100
700

$

Expenditures:

Regional Analysis Planning Services
Administration
Legal
Insurance
Professional Services:
San Benito River Study
Soap Lake Preservation
Other charges

Fund balance - July 1
Fund balance - June 30

$

482,583

21

$

5,844

6,859
(229,870)

36,044

36,044

