ROSS VALLEY PUBLIC
FINANCING AUTHORITY
2960 Kerner Boulevard, San Rafael, CA 94901
Ph: 415.259.2949 Fax: 415.460.2149

Officers and Directors: Michael Boorstein ~ Thomas Gaffney ~ Doug Kelly ~ Pamela Meigs ~ Mary Sylla

SPECIAL BOARD MEETING AGENDA
January 16, 2019: Session Convenes at 6:30 p.m.

Central Marin Police Authority Community Room– 250 Doherty Drive, Larkspur, CA
Welcome: The RVPFA Board of Directors welcomes members of the public at its meetings and encourages citizen
participation and input. The Board takes seriously its responsibility to be a model of civility and to safeguard the
public ability to directly address the Board by providing the appropriate Board Meetings Decorum. Thank you.

The Board President will call agenda items, ask for the Staff Report, hear questions or initial concerns from Board
members, open the item for public comment and return to the Board for additional comments and action. The
public may speak for up to three minutes, as time allows, on agenda items.

1. Call Meeting to Order
a)

Roll Call

2. Approval of Agenda
3. Open Time for Public to Raise Items Not on Agenda or for Future Agendas
Members of the public may address the Board re: issues that are within Ross Valley Public Finance
Authority’s jurisdiction. The Board can hold no discussion during this time.
4. Consideration of Accepting the Ross Valley Public Financing Authority (RVPFA) Annual Financial
Reports
Adjourn
Any person with a disability covered under the Americans with Disabilities Act (ADA) may receive a copy of the agenda or a copy of all documents
constituting the agenda packet prepared by the local agency or other interested person for this meeting upon request in an appropriate
alternative format. Requests for mailed copies of agendas or agenda packets are valid for the calendar year in which requests are made and
must be renewed annually after January 1. Any person with a disability covered under the ADA may also request a disability-related modification
or accommodation, including auxiliary aids or services in order to participate in a public meeting. Please contact the office at 415.259.2949 at
least ten working days prior to the meeting and provide information on the assistance required.
Copies of all staff reports and documents subject to disclosure that relate to each item of business referred to on the agenda are available for
public inspection at least 72 hours before each regularly scheduled Board meeting at the Authority Office, located at 2960 Kerner Boulevard, San
Rafael, CA. Any documents subject to disclosure that are provided to all, or a majority of all, of the members of the Board regarding any item on
this agenda after the agenda has been distributed will also be made available for inspection at the District Office during regular business hours.

ITEM 4
ROSS VALLEY SANITARY DISTRICT
2960 Kerner Blvd
San Rafael, CA 94901
(415) 259-2949 ~ rvsd.org
STAFF REPORT
For the Meeting of January 16, 2019
January 10, 2019
To:

Ross Valley Public Financing Authority

From:

Felicia Newhouse, Business & Administrative Services Manager

Subject:

Consideration of Accepting the Ross Valley Public Financing Authority (RVPFA) Annual
Financial Reports

Approved By:

Summary
Staff requests the Ross Valley Public Financing Authority consider accepting three financial reports.
Discussion
The Ross Valley Public Finance Authority (RVPFA) was established in 2013 to conduct business related to
the District’s revenue bond issuances. In the process of the 2018 Bond issuance, District counsel reviewed
the founding Joint Exercise of Powers Agreement (JPA) and identified the need for separate financial
statements of the Authority, pursuant to the California Government Code, Joint Exercise of Powers Act
(“Act”). The Act requires that the RVPFA provide strict accountability of all funds and report of all receipts
and disbursements. An annual financial audit will satisfy this requirement.
The District’s financial auditor, Chavan & Associates, has prepared retroactive audits for the RVPFA for all
prior years and the most recent year ending June 30, 2018. The audit reports include both the 2013 and
2014 bond debt and cash account statements for each fiscal year from the RVPFA’s inception up to the
current year 2018 bond debt. Going forward, audit services will include preparation of the RVPFA
financials in concert with the annual District audit.
Recommendation
Accept the Ross Valley Public Financing Authority (RVPFA) annual financial reports.
Attachments:
A. Ross Valley Public Finance Authority Annual Financial Report June 30, 2015 and 2014
B. Ross Valley Public Finance Authority Annual Financial Report June 30, 2017 and 2016
C. Ross Valley Public Finance Authority Annual Financial Report June 30, 2018

ROSS VALLEY PUBLIC FINANCING AUTHORITY
(SANITARY DISTRICT NO 1 OF MARIN COUNTY)

ANNUAL FINANCIAL REPORT
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FINANCIAL SECTION

INDEPENDENT AUDITOR’S REPORT
To the Board of Directors
Ross Valley Public Financing Authority
San Rafael, California
Report on the Financial Statements
We have audited the accompanying financial statements of the Ross Valley Public Financing
Authority (the “Authority"), as of and for the years ended June 30, 2015 and 2014, and the related
notes to the financial statements, which collectively comprise 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 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 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
Authority’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 Authority’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.
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Opinions
In our opinion, the financial statements referred to above present fairly, in all material respects, the
respective financial position of the Ross Valley Financing Authority, as of June 30, 2015 and 2014,
and the respective changes in financial position and, where applicable, cash flows thereof for the year
then ended in accordance with accounting principles generally accepted in the United States of
America.
Other Matters
Required Supplementary Information
Management has omitted the management’s discussion and analysis that accounting principles
generally accepted in the United States of America require to be presented to supplement the basic
financial statements. Such missing 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. Our opinion on the basic financial statements is not affected by this missing
information.
Other Reporting Required by Government Auditing Standards
In accordance with Government Auditing Standards, we have also issued our report dated October 10,
2018 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.

October 10, 2018
San Jose, California
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BASIC FINANCIAL STATEMENTS
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ROSS VALLEY PUBLIC FINANCING AUTHORITY
(Sanitary District No. 1 of Marin County)
Statement of Net Position
June 30, 2015 and 2014
2015
Assets
Restricted cash and investments
Debt service installment receivable
Total Assets

$

Liabilities
Interest payable
Noncurrent Liabilities:
Current portion of long-term obligations
Long-term obligations, net of current portion
Total Liabilities
Net Position
Restricted net position
Total Net Position

$

$

30,745,309
19,311,441
50,056,750

$

18,127,324
18,127,324

$

936,729

$

213,659

$

950,179
48,133,324
50,020,232

$

224,435
17,685,278
18,123,372

$
$

36,518
36,518

$
$

3,952
3,952

The notes to basic financial statements are an integral part of this statement
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2014

ROSS VALLEY PUBLIC FINANCING AUTHORITY
(Sanitary District No. 1 of Marin County)
Statement of Revenues, Expenses and Changes in Net Position
For the Fiscal Years Ended June 30, 2015 and 2014
2015
Nonoperating Revenues:
Interest income
Debt service contributions
Total nonoperating revenues

$

Nonoperating Expenses:
Interest expense
Amortization of premiums
Total nonoperating expenses

28,131
1,574,408
1,602,539

2014
$

1,574,408
(4,435)
1,569,973

626
716,946
717,572

716,946
(3,326)
713,620

Change in net position

32,566

3,952

Beginning net position

3,952

-

Ending net position

$

36,518

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

3,952

ROSS VALLEY PUBLIC FINANCING AUTHORITY
(Sanitary District No. 1 of Marin County)
Statement of Cash Flows
For the Fiscal Years Ended June 30, 2015 and 2014
2015
Cash Flows from Capital and Related Financing Activities:
Principal payments on long-term debt
Interest paid
Proceeds from bond issuances - net
Debt service payments received from the District
Advances (to) from the District for capital asset construction
Net Cash Provided (Used) by Capital and Related Financing Activities

$

Cash Flows from Investing Activities:
Interest income
Investments purchased
Investments sold and matured
Net Cash Provided (Used) by Investing Activities

2014

(220,000)
(851,338)
30,719,000
1,071,338
26,309
30,745,309

$

28,131
(41,343)
13,212
-

626
(8,428,391)
8,428,391
626

30,745,309

Net Increase (Decrease) in Cash and Cash Equivalents

-

-

Cash and Cash Equivalents Beginning

(503,287)
17,562,241
503,287
(17,562,867)
(626)

-

Cash and Cash Equivalents Ending

$ 30,745,309

$

-

Noncash Activities:
Amortization of premiums

$

$

3,326

The notes to basic financial statements are an integral part of this statement
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NOTES TO FINANCIAL STATEMENTS
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ROSS VALLEY PUBLIC FINANCING AUTHORITY
(Sanitary District No. 1 of Marin County)
Notes to Financial Statements
June 30, 2015 and 2014
NOTE 1 - NATURE OF ORGANIZATION
The Ross Valley Public Financing Authority (the "Authority") is a blended component unit of
Sanitary District No. 1 of Marin County, also known as the Ross Valley Sanitary District (the
“District”). The purpose of the Authority is to provide financing and contracting for capital
improvements of the District. The District’s Board of Directors is designated to serve in the same
capacity for the Authority. The District provides sewage collection services for Ross Valley which
includes the towns of Fairfax, San Anselmo, Ross, Larkspur and adjacent unincorporated areas of
Marin County within the Ross Valley.
The District utilizes an enterprise fund, a type of proprietary fund, which is a fund established by
governmental agencies to account for goods and services provided to the general public that are
financed primarily through user charges. As a component unit of the District, the Authority also
utilizes an enterprise fund.
NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
Basis of Presentation
The accounting policies of the Authority conform to accounting principles generally accepted in the
United States of America, and as prescribed by the Governmental Accounting Standards Board and
Audits of State and Local Governmental Units, issued by the American Institute of Certified Public
Accountants.
As a component unit of the District, the Authority’s activities are accounted for in a single enterprise
fund. Enterprise funds are used to account for those operations that are financed and operated in a
manner similar to private business or where the Board has decided that the determination of revenues
earned, costs incurred and/or net income is necessary for management accountability.
Measurement Focus and Basis of Accounting
Enterprise funds are accounted for on the flow of economic resources measurement focus utilizing
full accrual accounting. With this measurement focus, all assets, deferred outflows of resources,
liabilities, and deferred inflows of resources of the enterprise are recorded on its statement of net
position, and under the full accrual basis of accounting, all revenues are recognized when earned and
all expenses, including depreciation, are recognized when incurred.
A deferred outflow of resources is defined as a consumption of net position that applies to a future
period(s) and so will not be recognized as an outflow of resources (expenses/expenditure) until then.
A deferred inflow of resources is defined as an acquisition of net position that applies to a future
period(s) and so will not be recognized as an inflow of resources (revenues) until that time.
When applicable, unamortized portion of the gain and loss on refunding debt are reported as deferred
inflows and deferred outflows of resources, respectively.
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ROSS VALLEY PUBLIC FINANCING AUTHORITY
(Sanitary District No. 1 of Marin County)
Notes to Financial Statements
June 30, 2015 and 2014
Unearned revenue arises when assets are received before revenue recognition criteria have been
satisfied. Grants and entitlements received before eligibility requirements are met are recorded as
deferred inflows from unearned revenue.
The Authority applies all applicable GASB pronouncements for certain accounting and financial
reporting guidance. In December of 2010, GASB issued GASBS No. 62, Codification of Accounting
and Financial Reporting Guidance Contained in Pre-November 30, 1989 FASB and AICPA
Pronouncements. This statement incorporates pronouncements issued on or before November 30,
1989 into GASB authoritative literature. This includes pronouncements by the Financial Accounting
Standards Board (FASB), Accounting Principles Board Opinions (APB), and the Accounting
Research Bulletins of the American Institute of Certified Public Accountants' (AICPA) Committee
on Accounting Procedure, unless those pronouncements conflict with or contradict with GASB
pronouncements.
Statement of Net Position
The statement of net position is designed to display the financial position of the Authority. GASB
Statement No. 63 requires that the difference between assets added to the deferred outflows of
resources and liabilities added to the deferred inflows of resources be reported as net position. The
Authority’s net position is classified as restricted. This component of net position consists of
constraints placed on an asset’s use through external constraints imposed by creditors (such as
through debt covenants), grantors, contributors, or law and regulations of other governments, and
reduced by liabilities and deferred inflows of resources related to those assets. It also pertains to
constraints imposed by law or constitutional provisions or enabling legislation. The Authority applies
restricted resources when an expense is incurred for purposes for which both restricted and
unrestricted net position is available.
Cash and Investments
Cash includes amounts in demand deposits as well as short-term investments with original maturities
of three months or less.
In accordance with GASB Statement No. 40, Deposit and Investment Disclosures (Amendment of
GASB No.3), certain disclosure requirements for deposits and investment risks were made in the
areas of interest rate risk and credit risk. The credit risk disclosures include the following
components; overall credit risk, custodial credit risk and concentrations of credit risk. In addition,
other disclosures are specified including use of certain methods to present deposits and investments,
highly sensitive investments, credit quality at year-end and other disclosures.
Investments are reported in the statement of net position at fair value. Changes in fair value that
occur during the fiscal year are recognized as investment income reported for that fiscal year.
Investment income includes interest earnings, changes in fair value, and any gains or losses realized
upon the liquidation or sale of investments. All investment income and changes in fair value are
recognized in the statements of revenues, expenses, and changes in net position.
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ROSS VALLEY PUBLIC FINANCING AUTHORITY
(Sanitary District No. 1 of Marin County)
Notes to Financial Statements
June 30, 2015 and 2014
The Authority participates in an investment pool managed by the State of California and regulated by
California government code Section 16429 known as the Local Agency Investment Fund (LAIF),
which has invested a portion of the pooled funds in structured notes and asset-backed securities.
LAIF’s investments are subject to credit risk with the full faith and credit of the State of California
collateralizing these investments. In addition, the structured notes and asset-backed securities are
subject to market risk as to change in interest rates.
Investments are recorded at fair value in accordance with GASB Statement No. 72, Fair Value
Measurement and Application. Accordingly, the change in fair value of investments is recognized as
an increase or decrease to investment assets and investment income.
Fair value is defined as the price that would be received to sell an asset or paid to transfer a liability
in an orderly transaction. In determining this amount, three valuation techniques are available:


Market approach - This approach uses prices generated for identical or similar assets or
liabilities. The most common example is an investment in a public security traded in an
active exchange such as the NYSE.



Cost approach - This technique determines the amount required to replace the current asset.
This approach may be ideal for valuing donations of capital assets or historical treasures.



Income approach - This approach converts future amounts (such as cash flows) into a current
discounted amount.

Each of these valuation techniques requires inputs to calculate a fair value. Observable inputs have
been maximized in fair value measures, and unobservable inputs have been minimized.
Debt Service Installment Receivable
The District and the Authority have Installment Purchase Contracts whereby the District is obligated
to pay to the Authority installment payments equal to the debt service requirements of the
Authority’s long-term debt. The debt service installment receivable represents the amount due from
the District to meet the Authority’s debt service requirements, which includes principal and accrued
interest.
Long-Term Debt
Long-term debt and other long-term obligations are reported as liabilities in the Statement of Net
Position. Bond premiums and discounts are deferred and amortized over the life of the bonds. Bonds
payable are reported net of applicable bond premium and discounts are reported as noncurrent assets
along with any insurance payments made during issuance of the bond. Bond issuance costs, other
than prepaid insurance, are expensed in the period incurred.
Statement of Revenues, Expenses, and Changes in Net Position
The statement of revenues, expenses, and changes in net position is the operating statement for
proprietary funds. This statement distinguishes between operating and non-operating revenues and
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ROSS VALLEY PUBLIC FINANCING AUTHORITY
(Sanitary District No. 1 of Marin County)
Notes to Financial Statements
June 30, 2015 and 2014
expenses and presents a separate subtotal for operating revenues, operating expenses, and operating
income. All revenues and expenses of the Authority are reported as non-operating revenues and
expenses.
Statement of Cash Flows
For purposes of the statement of cash flows, all highly liquid investments with original maturities of
three months or less are considered cash equivalents.
Comparative Data
Comparative total data for the prior fiscal year has been presented in the accompanying basic
financial statements in order to provide an understanding of changes in the Authority’s financial
position, operations, and cash flows.
Accounting Estimates
The preparation of the financial statements in conformity with accounting principles generally
accepted in the United States of America requires management to make estimates and assumptions
that affect the amounts reported in the financial statements and accompanying notes. Significant
estimates include estimates of the allowance for uncollectible receivables, the estimated useful lives
of depreciable capital assets, estimates used in connection with analyses designed to identify the
existence of capital asset impairment, and assumptions and actuarial amounts used in conjunction
with the determination of pension plan obligations and other postemployment benefits. Accordingly,
actual results could differ from those estimates.
Subsequent Events
Management has reviewed subsequent events and transactions that occurred after the date of the
financial statements through the date the financial statements were issued. The financial statements
include all events or transactions, including estimates, required to be recognized in accordance with
generally accepted accounting principles. Management has determined that there are no nonrecognized subsequent events that require additional disclosure.
Implemented New Accounting Pronouncements
GASB Statement No. 86, Certain Debt Extinguishment Issues
The primary objective of this Statement is to improve consistency in accounting and financial reporting
for in-substance defeasance of debt by providing guidance for transactions in which cash and other
monetary assets acquired with only existing resources—resources other than the proceeds of refunding
debt—are placed in an irrevocable trust for the sole purpose of extinguishing debt. This Statement also
improves accounting and financial reporting for prepaid insurance on debt that is extinguished and notes
to financial statements for debt that is defeased in substance. The requirements of this Statement are
effective for financial statements for periods beginning after June 15, 2015. Earlier application is
encouraged. This statement did not have an impact on the Authority’s financial statements.
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ROSS VALLEY PUBLIC FINANCING AUTHORITY
(Sanitary District No. 1 of Marin County)
Notes to Financial Statements
June 30, 2015 and 2014
Upcoming Accounting and Reporting Changes
GASB Statement No. 88, Certain Disclosures Related to Debt, Including Direct Borrowings and Direct
Placements
This Statement addresses additional information to be disclosed in the notes to the financial statements
regarding debt, including unused lines of credit; assets pledged as collateral for the debt; and terms
specified in debt agreements related to significant events of default with finance-related consequences,
significant termination events with finance-related consequences, and significant subjective acceleration
clauses. The requirements of this Statement are effective for financial statements for periods beginning
after June 15, 2018. Earlier application is encouraged. The Authority doesn’t believe this statement will
have a significant impact on the Authority’s financial statements.

NOTE 3 - CASH AND INVESTMENTS
Restricted cash and cash equivalents include residual amounts collected as a special assessment
collection related to the payment of limited obligation bond debt service and related administrative
costs. These funds are to be used solely for the purpose of paying principal and interest on the bonds
and other recovery costs.
Fair Value Measurements
GASB 72 established a hierarchy of inputs to the valuation techniques above. This hierarchy has
three levels:


Level 1 inputs are quoted prices in active markets for identical assets or liabilities.



Level 2 inputs are quoted market prices for similar assets or liabilities, quoted prices for
identical or similar assets or liabilities in markets that are not active, or other than quoted
prices that are not observable



Level 3 inputs are unobservable inputs, such as a property valuation or an appraisal.

The Authority had the following recurring fair value measurements as of June 30, 2015 and 2014:

Restricted Cash and Investments
Held by bond trustee:
Local Agency Investment Fund (LAIF)
Fixed Income
Money market funds
Total

2015
$

$

28,344,563
2,356,941
43,805
30,745,309

Fair Value
Measureme Investment
nt Level
Rating

2014
$

$
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-

Level 2
Level 2
Level 2

Unrated
SPAA+
Unrated

Maturities
< 1 year
< 1 year
< 1 year

ROSS VALLEY PUBLIC FINANCING AUTHORITY
(Sanitary District No. 1 of Marin County)
Notes to Financial Statements
June 30, 2015 and 2014
California Local Agency Investment Fund
The Authority participates in an investment pool managed by the State of California known as the
Local Agency Investment Fund (LAIF), which has invested a portion of the pooled funds in
structured notes and asset-backed securities, defined as follows:


Structured Notes are debt securities (other than asset-backed securities) whose cash flow
characteristics (coupon rate, redemption amount, or stated maturity) depend upon one or
more indices and/or that have embedded forwards or options.



Asset-Backed Securities, the bulk of which are mortgage-backed securities, entitle their
purchasers to receive a share of the cash flows from a pool of assets such as principal and
interest repayments from a pool of mortgages (such as Collateralized Mortgage Obligations)
or credit card receivables.

LAIF’s investments are subject to credit risk with the full faith and credit of the State of California
collateralizing these investments. In addition, the structured notes and asset-backed securities are
subject to market risk as to change in interest rates.
LAIF allows agencies such as the Authority to participate in a Pooled Money Investment Account
managed by the State Treasurers Office and overseen by the Pooled Money Investment Board and
State Treasurer investment committee. A Local Agency Investment Advisory Board oversees LAIF.
The investments with LAIF are not classified for credit risk due to their diverse nature and are stated
at cost, which approximates fair value.
The total amount invested by all public agencies in LAIF, as of June 30, 2015, was approximately
$69.6 billion. Of that amount, 99.24% is invested in non-derivative financial products and 0.76% in
structured notes and asset-backed securities. The balance in LAIF is available for withdrawal on
demand, and is based on the accounting records maintained by LAIF, which is recorded on the
amortized cost basis.
The total amount invested by all public agencies in LAIF, as of June 30, 2014, was approximately
$64.8 billion. Of that amount, 99.52% is invested in non-derivative financial products and .48% in
structured notes and asset-backed securities.
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ROSS VALLEY PUBLIC FINANCING AUTHORITY
(Sanitary District No. 1 of Marin County)
Notes to Financial Statements
June 30, 2015 and 2014
Investments Authorized by Debt Agreements
Investment of debt proceeds held by trustees is governed by provisions of the debt agreements, rather
than the general provisions of the California Government Code or the Authority’s investment policy.
The following identifies the investment types that are authorized for investments held by trustee, and
also identifies certain provisions of these debt agreements that address interest rate risk, credit risk,
and concentration of credit risk:

Authorized Investment Type
Local Agency Investment Fund (State Pool)
U.S. Treasury Obligations
U.S. Government Agency Issues
Reverse Repurchase Agreements
Repurchase Agreements
Commercial Paper
Money Market Funds
State of California and Local Agency Obligations
Investment Agreements

Maximum
Maturity
N/A
3 years
3 years
None
None
270 days
N/A
None
None

Maximum
Percentage
of Portfolio
None
None
None
None
None
None
None
None
None

Maximum
Investment
in One Issuer
$50 million
None
None
None
None
None
None
None
None

Risk Disclosures
Limitations as they relate to interest rate risk, credit risk, and concentration of credit risk are
described below:


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 the changes in market interest rates. The Authority
manages its exposure to interest rate risk by investing in liquid pools such as LAIF and money
market accounts as necessary to provide the cash flow and liquidity needed for operations.



Credit Risk - Credit risk is the risk of loss due to the failure of the security issuer. This is
measured by the assignment of a rating by a nationally recognized statistical rating organization.
In order to limit loss exposure due to Credit Risk, the investment policy limits purchases of
investments to those rated A-1 by Standard & Poor's or P-1 by Moody's Investors Service. The
Authority’s minimum legal rating is not applicable to the LAIF investment pool and money
market funds.



Custodial Credit Risk - Custodial credit risk is the risk that in the event of a bank failure, the
Authority’s deposits may not be returned to it. The Authority does not have a written policy for
custodial credit risk over 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
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ROSS VALLEY PUBLIC FINANCING AUTHORITY
(Sanitary District No. 1 of Marin County)
Notes to Financial Statements
June 30, 2015 and 2014
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
public deposits by pledging first trust deed mortgage notes having a value of 150% of the secured
public deposits and letters of credit issued by the Federal Home Loan Bank of San Francisco
having a value of 105% of the secured deposits. In the case of investments, the risk of loss of the
investment due failure, impairment or malfeasance of the third party whose name in which the
investment is held and who has physical possession of the instrument. Neither the California
Government Code nor the Authority's investment policy contains legal or policy requirements
that would limit the exposure to custodial risk.
None of the Authority’s deposits with financial institutions in excess of FDIC limits were held in
uncollateralized accounts. All of the Authority’s accounts met the collateral and categorization
requirements.


Concentration of Credit Risk - The Authority held 92% of its total investments in LAIF and 8%
in fixed income treasury bonds as of June 30, 2015. There were no other investments in any one
issuer that represent five percent or more of the total investments.

NOTE 4 - DEBT SERVICE INSTALLMENT RECEIVABLE
Changes in the installment receivable for the years ended June 30, 2015 and 2014, were as follows:

Debt Service Installment Receivable
Accrued Interest
Total

Balance
July 1, 2014
$ 17,913,665
213,659
$ 18,127,324

Increase
$
461,047
936,729
$ 1,397,776

Decrease
$
(213,659)
$ (213,659)

Balance
June 30, 2015
$ 18,374,712
936,729
$ 19,311,441

Debt Service Installment Receivable
Accrued Interest
Total

Balance
July 1, 2013
$
$
-

Increase
$ 17,190,595
936,729
$ 18,127,324

Decrease
$
$
-

Balance
June 30, 2014
$ 17,190,595
936,729
$ 18,127,324
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ROSS VALLEY PUBLIC FINANCING AUTHORITY
(Sanitary District No. 1 of Marin County)
Notes to Financial Statements
June 30, 2015 and 2014
NOTE 5 - LONG-TERM OBLIGATIONS
The Authority’s long-term obligations consisted of the following as of June 30, 2015 and June 30,
2016:

Revenue Bonds
Revenue Bonds - Premium
Revenue Bonds
Revenue Bonds - Premium
Total Long-term Obligations

Balance
July 01, 2014
$ 17,780,000
129,713
$ 17,909,713

Additions
$
30,155,000
1,243,225
$ 31,398,225

Deductions
$
220,000
4,435
$
224,435

Balance
June 30, 2015
$ 17,560,000
125,278
30,155,000
1,243,225
$ 49,083,503

Due Within
One Year
$
305,000
4,435
590,000
50,744
$
950,179

Revenue Bonds
Revenue Bonds - Premium
Total Long-term Obligations

Balance
July 01, 2013
$
$
-

Additions
$ 17,780,000
133,039
$ 17,913,039

Deductions
$
3,326
$
3,326

Balance
June 30, 2014
$ 17,780,000
129,713
$ 17,909,713

Due Within
One Year
$
220,000
4,435
$
224,435

2013 Revenue Bonds
On August 29, 2013, the Authority issued $17,780,000 of Revenue Bonds bearing interest of 3.0% to
5.0% and payable semiannually on October 1 and April 1, maturing on October 1, 2043. The
proceeds of the Bonds were used to (i) finance the acquisition and construction of public capital
improvements consisting primarily of pipe and equipment replacements and refurbishments for the
District’s wastewater collection system; (ii) prepay the District’s outstanding obligations under an
existing real estate loan and an existing installment sale agreement; and (iii) pay the costs of issuing
the Bonds. A premium on the 2013 Revenue Bonds was received as additional proceeds by the
Authority, in the amount of $133,039. Gross revenues, which are defined as all gross charges
received for, and all other gross income and receipts derived by the District from the ownership and
operation of the wastewater enterprise, are pledged as part of the issuance of the 2013 Revenue
Bonds.
2014 Revenue Bonds
On November 1, 2014, the Authority issued $30,155,000 of Revenue Bonds bearing interest of 3.5%
to 5.0% and payable semiannually on July 1 and January 1, maturing on January 1, 2040. The
proceeds of the Bonds will be used to (i) finance the acquisition and construction of public capital
improvements consisting primarily of pipe and equipment repair and replacements for the District’s
wastewater collection system; (ii) provide a debt service reserve for the Bonds through the purchase
of a reserve surety; and (iii) pay the costs of issuing the Bonds. A premium on the 2014 Revenue
Bonds was received as additional proceeds by the Authority, in the amount of $1,243,225. Gross
revenues, which are defined as all gross charges received for, and all other gross income and receipts
derived by the District from the ownership and operation of the wastewater enterprise, are pledged as
part of the issuance of the 2014 Revenue Bonds.
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ROSS VALLEY PUBLIC FINANCING AUTHORITY
(Sanitary District No. 1 of Marin County)
Notes to Financial Statements
June 30, 2015 and 2014
The Authority’s Revenue Bonds debt service requirements are as follows as of June 30, 2015:
Year Ending June 30,
2016
2017
2018
2019
2020
2021 - 2025
2026 - 2030
2031 - 2035
2036 - 2040
2041 - 2045
Total Debt Service

$

$

Principal
895,000
1,075,000
1,120,000
1,165,000
1,210,000
6,915,000
8,535,000
10,225,000
12,495,000
4,080,000
47,715,000

$

$

Interest
2,140,329
1,953,382
1,910,488
1,865,894
1,817,244
8,209,369
6,588,869
4,878,363
2,586,500
420,500
32,370,938

$

$

Total
3,035,329
3,028,382
3,030,488
3,030,894
3,027,244
15,124,369
15,123,869
15,103,363
15,081,500
4,500,500
80,085,938

The Federal Tax Reform Act of 1986 requires issuers of tax-exempt debt to make payments to the
United States Treasury of investment income received at yields that exceed the issuer's tax-exempt
borrowing rates. The U.S. Treasury requires payment every five years. As of June 30, 2015 and
2014, the Authority has no arbitrage liability.
NOTE 6 - COMMITMENTS AND CONTINGENCIES
Outstanding Litigation
The Authority is subject to various lawsuits and claims involving public liability and other actions
incidental to the ordinary course of Authority operations. To the extent the outcome of such litigation
may be determined to result in financial loss to the Authority, in the opinion of Authority
management, any potential liability for these actions is adequately provided for in the basic financial
statements. The timing of potential payment of such losses cannot presently be determined.
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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
Ross Valley Public Financing 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
Ross Valley Public Financing Authority (the “Authority”) as of and for the years ended June 30,
2015 and 2014, and the related notes to the financial statements, which collectively comprise the
Authority’s basic financial statements, and have issued our report thereon dated October 10,2018.
Internal Control over Financial Reporting
Management is responsible for establishing and maintaining effective 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 opinions 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 over financial reporting was for the limited purpose described
in the first paragraph of this section and was not designed to identify all deficiencies in internal
control over financial reporting that might be material weaknesses or significant deficiencies. Given
these limitations, during our audit we did not identify any deficiencies in internal control over
financial reporting that we consider to be material weaknesses. However, material weaknesses may
exist that have not been identified.
Compliance and Other Matters
As part of obtaining reasonable assurance about whether the Authority’s financial statements are free
of 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
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express such an opinion. The results of our tests disclosed no instances of noncompliance or other
matters that are required to be reported under Government Auditing Standards.
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 entity’s internal control and
compliance. Accordingly, this communication is not suitable for any other purpose.

October 10, 2018
San Jose, California
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FINANCIAL SECTION

Draft
INDEPENDENT AUDITOR’S REPORT
To the Board of Directors
Ross Valley Public Financing Authority
San Rafael, California
Report on the Financial Statements
We have audited the accompanying financial statements of the Ross Valley Public Financing
Authority (the “Authority"), as of and for the year ended June 30, 2018, and the related notes to the
financial statements, which collectively comprise 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 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 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
Authority’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 Authority’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.
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Opinions
In our opinion, the financial statements referred to above present fairly, in all material respects, the
respective financial position of the Ross Valley Financing Authority, as of June 30, 2018, and the
respective changes in financial position and, where applicable, cash flows thereof for the year then
ended in accordance with accounting principles generally accepted in the United States of America.
Other Matters
Required Supplementary Information
Management has omitted the management’s discussion and analysis that accounting principles
generally accepted in the United States of America require to be presented to supplement the basic
financial statements. Such missing 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. Our opinion on the basic financial statements is not affected by this missing
information.
Other Reporting Required by Government Auditing Standards
In accordance with Government Auditing Standards, we have also issued our report dated December
27, 2018 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.

December 27, 2018
San Jose, California
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BASIC FINANCIAL STATEMENTS
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ROSS VALLEY PUBLIC FINANCING AUTHORITY
(Sanitary District No. 1 of Marin County)
Statement of Net Position
June 30, 2018

Assets
Restricted cash and investments
Debt service installment receivable
Total Assets

$

Draft

$

27,737,484
45,265,209
73,002,693

Liabilities
Interest payable
Noncurrent Liabilities:
Current portion of long-term obligations
Long-term obligations, net of current portion
Total Liabilities

$

1,236,725

$

1,861,213
69,185,022
72,282,960

Net Position
Restricted net position
Total Net Position

$
$

719,733
719,733

The notes to basic financial statements are an integral part of this statement
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ROSS VALLEY PUBLIC FINANCING AUTHORITY
(Sanitary District No. 1 of Marin County)
Statement of Revenues, Expenses and Changes in Net Position
For the Fiscal Year Ended June 30, 2018

Nonoperating Revenues:
Interest income
Debt service contributions
Total nonoperating revenues

$

Nonoperating Expenses:
Interest expense
Amortization of premiums
Total nonoperating expenses

Draft
272,233
2,395,539
2,667,772

2,395,539
(107,764)
2,287,775

Change in net position

379,997

Beginning net position

339,736

Ending net position

$

The notes to basic financial statements are an integral part of this statement
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719,733

ROSS VALLEY PUBLIC FINANCING AUTHORITY
(Sanitary District No. 1 of Marin County)
Statement of Cash Flows
For the Fiscal Year Ended June 30, 2018

Cash Flows from Capital and Related Financing Activities:
Principal payments on long-term debt
Interest paid
Proceeds from bond issuances - net
Debt service payments received from the District
Advances to the District for capital asset construction
Net Cash Provided (Used) by Capital and Related Financing Activities

Draft
$

(1,120,000)
(1,910,483)
25,270,854
3,030,483
(14,488,044)
10,782,810

Cash Flows from Investing Activities:
Investment income
Net Cash Provided (Used) by Investing Activities

272,233
272,233

Net Increase (Decrease) in Cash and Cash Equivalents

11,055,043

Cash and Cash Equivalents Beginning

16,682,441

Cash and Cash Equivalents Ending

$ 27,737,484

Noncash Activities:
Amortization of premiums

$

The notes to basic financial statements are an integral part of this statement
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NOTES TO FINANCIAL STATEMENTS
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ROSS VALLEY PUBLIC FINANCING AUTHORITY
(Sanitary District No. 1 of Marin County)
Notes to Financial Statements
June 30, 2018

Draft

NOTE 1 - NATURE OF ORGANIZATION
The Ross Valley Public Financing Authority (the "Authority") is a blended component unit of
Sanitary District No. 1 of Marin County, also known as the Ross Valley Sanitary District (the
“District”). The purpose of the Authority is to provide financing and contracting for capital
improvements of the District. The District’s Board of Directors is designated to serve in the same
capacity for the Authority. The District provides sewage collection services for Ross Valley which
includes the towns of Fairfax, San Anselmo, Ross, Larkspur and adjacent unincorporated areas of
Marin County within the Ross Valley.
The District utilizes an enterprise fund, a type of proprietary fund, which is a fund established by
governmental agencies to account for goods and services provided to the general public that are
financed primarily through user charges. As a component unit of the District, the Authority also
utilizes an enterprise fund.
NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
Basis of Presentation
The accounting policies of the Authority conform to accounting principles generally accepted in the
United States of America, and as prescribed by the Governmental Accounting Standards Board and
Audits of State and Local Governmental Units, issued by the American Institute of Certified Public
Accountants.
As a component unit of the District, the Authority’s activities are accounted for in a single enterprise
fund. Enterprise funds are used to account for those operations that are financed and operated in a
manner similar to private business or where the Board has decided that the determination of revenues
earned, costs incurred and/or net income is necessary for management accountability.
Measurement Focus and Basis of Accounting
Enterprise funds are accounted for on the flow of economic resources measurement focus utilizing
full accrual accounting. With this measurement focus, all assets, deferred outflows of resources,
liabilities, and deferred inflows of resources of the enterprise are recorded on its statement of net
position, and under the full accrual basis of accounting, all revenues are recognized when earned and
all expenses, including depreciation, are recognized when incurred.
A deferred outflow of resources is defined as a consumption of net position that applies to a future
period(s) and so will not be recognized as an outflow of resources (expenses/expenditure) until then.
A deferred inflow of resources is defined as an acquisition of net position that applies to a future
period(s) and so will not be recognized as an inflow of resources (revenues) until that time.
When applicable, unamortized portion of the gain and loss on refunding debt are reported as deferred
inflows and deferred outflows of resources, respectively.
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ROSS VALLEY PUBLIC FINANCING AUTHORITY
(Sanitary District No. 1 of Marin County)
Notes to Financial Statements
June 30, 2018

Draft

Unearned revenue arises when assets are received before revenue recognition criteria have been
satisfied. Grants and entitlements received before eligibility requirements are met are recorded as
deferred inflows from unearned revenue.
The Authority applies all applicable GASB pronouncements for certain accounting and financial
reporting guidance. In December of 2010, GASB issued GASBS No. 62, Codification of Accounting
and Financial Reporting Guidance Contained in Pre-November 30, 1989 FASB and AICPA
Pronouncements. This statement incorporates pronouncements issued on or before November 30,
1989 into GASB authoritative literature. This includes pronouncements by the Financial Accounting
Standards Board (FASB), Accounting Principles Board Opinions (APB), and the Accounting
Research Bulletins of the American Institute of Certified Public Accountants' (AICPA) Committee
on Accounting Procedure, unless those pronouncements conflict with or contradict with GASB
pronouncements.
Statement of Net Position
The statement of net position is designed to display the financial position of the Authority. GASB
Statement No. 63 requires that the difference between assets added to the deferred outflows of
resources and liabilities added to the deferred inflows of resources be reported as net position. The
Authority’s net position is classified as restricted. This component of net position consists of
constraints placed on an asset’s use through external constraints imposed by creditors (such as
through debt covenants), grantors, contributors, or law and regulations of other governments, and
reduced by liabilities and deferred inflows of resources related to those assets. It also pertains to
constraints imposed by law or constitutional provisions or enabling legislation. The Authority applies
restricted resources when an expense is incurred for purposes for which both restricted and
unrestricted net position is available.
Cash and Investments
Cash includes amounts in demand deposits as well as short-term investments with original maturities
of three months or less.
In accordance with GASB Statement No. 40, Deposit and Investment Disclosures (Amendment of
GASB No.3), certain disclosure requirements for deposits and investment risks were made in the
areas of interest rate risk and credit risk. The credit risk disclosures include the following
components; overall credit risk, custodial credit risk and concentrations of credit risk. In addition,
other disclosures are specified including use of certain methods to present deposits and investments,
highly sensitive investments, credit quality at year-end and other disclosures.
Investments are reported in the statement of net position at fair value. Changes in fair value that
occur during the fiscal year are recognized as investment income reported for that fiscal year.
Investment income includes interest earnings, changes in fair value, and any gains or losses realized
upon the liquidation or sale of investments. All investment income and changes in fair value are
recognized in the statements of revenues, expenses, and changes in net position.
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ROSS VALLEY PUBLIC FINANCING AUTHORITY
(Sanitary District No. 1 of Marin County)
Notes to Financial Statements
June 30, 2018
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The Authority participates in an investment pool managed by the State of California and regulated by
California government code Section 16429 known as the Local Agency Investment Fund (LAIF),
which has invested a portion of the pooled funds in structured notes and asset-backed securities.
LAIF’s investments are subject to credit risk with the full faith and credit of the State of California
collateralizing these investments. In addition, the structured notes and asset-backed securities are
subject to market risk as to change in interest rates.
Investments are recorded at fair value in accordance with GASB Statement No. 72, Fair Value
Measurement and Application. Accordingly, the change in fair value of investments is recognized as
an increase or decrease to investment assets and investment income.
Fair value is defined as the price that would be received to sell an asset or paid to transfer a liability
in an orderly transaction. In determining this amount, three valuation techniques are available:


Market approach - This approach uses prices generated for identical or similar assets or
liabilities. The most common example is an investment in a public security traded in an
active exchange such as the NYSE.



Cost approach - This technique determines the amount required to replace the current asset.
This approach may be ideal for valuing donations of capital assets or historical treasures.



Income approach - This approach converts future amounts (such as cash flows) into a current
discounted amount.

Each of these valuation techniques requires inputs to calculate a fair value. Observable inputs have
been maximized in fair value measures, and unobservable inputs have been minimized.
Debt Service Installment Receivable
The District and the Authority have Installment Purchase Contracts whereby the District is obligated
to pay to the Authority installment payments equal to the debt service requirements of the
Authority’s long-term debt. The debt service installment receivable represents the amount due from
the District to meet the Authority’s debt service requirements, which includes principal and accrued
interest.
Long-Term Debt
Long-term debt and other long-term obligations are reported as liabilities in the Statement of Net
Position. Bond premiums and discounts are deferred and amortized over the life of the bonds. Bonds
payable are reported net of applicable bond premium and discounts are reported as noncurrent assets
along with any insurance payments made during issuance of the bond. Bond issuance costs, other
than prepaid insurance, are expensed in the period incurred.
Statement of Revenues, Expenses, and Changes in Net Position
The statement of revenues, expenses, and changes in net position is the operating statement for
proprietary funds. This statement distinguishes between operating and non-operating revenues and
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ROSS VALLEY PUBLIC FINANCING AUTHORITY
(Sanitary District No. 1 of Marin County)
Notes to Financial Statements
June 30, 2018

Draft

expenses and presents a separate subtotal for operating revenues, operating expenses, and operating
income. All revenues and expenses of the Authority are reported as non-operating revenues and
expenses.
Statement of Cash Flows
For purposes of the statement of cash flows, all highly liquid investments with original maturities of
three months or less are considered cash equivalents.
Comparative Data
Comparative total data for the prior fiscal year has been presented in the accompanying basic
financial statements in order to provide an understanding of changes in the Authority’s financial
position, operations, and cash flows.
Accounting Estimates
The preparation of the financial statements in conformity with accounting principles generally
accepted in the United States of America requires management to make estimates and assumptions
that affect the amounts reported in the financial statements and accompanying notes. Significant
estimates include estimates of the allowance for uncollectible receivables, the estimated useful lives
of depreciable capital assets, estimates used in connection with analyses designed to identify the
existence of capital asset impairment, and assumptions and actuarial amounts used in conjunction
with the determination of pension plan obligations and other postemployment benefits. Accordingly,
actual results could differ from those estimates.
Subsequent Events
Management has reviewed subsequent events and transactions that occurred after the date of the
financial statements through the date the financial statements were issued. The financial statements
include all events or transactions, including estimates, required to be recognized in accordance with
generally accepted accounting principles. Management has determined that there are no nonrecognized subsequent events that require additional disclosure.
Implemented New Accounting Pronouncements
GASB Statement No. 86, Certain Debt Extinguishment Issues
The primary objective of this Statement is to improve consistency in accounting and financial reporting
for in-substance defeasance of debt by providing guidance for transactions in which cash and other
monetary assets acquired with only existing resources—resources other than the proceeds of refunding
debt—are placed in an irrevocable trust for the sole purpose of extinguishing debt. This Statement also
improves accounting and financial reporting for prepaid insurance on debt that is extinguished and notes
to financial statements for debt that is defeased in substance. The requirements of this Statement are
effective for financial statements for periods beginning after June 15, 2017. Earlier application is
encouraged. This statement did not have an impact on the Authority’s financial statements.
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Notes to Financial Statements
June 30, 2018
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Upcoming Accounting and Reporting Changes
GASB Statement No. 88, Certain Disclosures Related to Debt, Including Direct Borrowings and Direct
Placements
This Statement addresses additional information to be disclosed in the notes to the financial statements
regarding debt, including unused lines of credit; assets pledged as collateral for the debt; and terms
specified in debt agreements related to significant events of default with finance-related consequences,
significant termination events with finance-related consequences, and significant subjective acceleration
clauses. The requirements of this Statement are effective for financial statements for periods beginning
after June 15, 2018. Earlier application is encouraged. The Authority doesn’t believe this statement will
have a significant impact on the Authority’s financial statements.

NOTE 3 - CASH AND INVESTMENTS
Restricted cash and cash equivalents include residual amounts collected as a special assessment
collection related to the payment of limited obligation bond debt service and related administrative
costs. These funds are to be used solely for the purpose of paying principal and interest on the bonds
and other recovery costs.
Fair Value Measurements
GASB 72 established a hierarchy of inputs to the valuation techniques above. This hierarchy has
three levels:


Level 1 inputs are quoted prices in active markets for identical assets or liabilities.



Level 2 inputs are quoted market prices for similar assets or liabilities, quoted prices for
identical or similar assets or liabilities in markets that are not active, or other than quoted
prices that are not observable



Level 3 inputs are unobservable inputs, such as a property valuation or an appraisal.

The Authority had the following recurring fair value measurements as of June 30, 2018:

Restricted Cash and Investments
Held by bond trustee:
Local Agency Investment Fund (LAIF)
Money market funds
Total

2018
$
$

2,590,202
25,147,282
27,737,484
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ROSS VALLEY PUBLIC FINANCING AUTHORITY
(Sanitary District No. 1 of Marin County)
Notes to Financial Statements
June 30, 2018

Draft

California Local Agency Investment Fund
The Authority participates in an investment pool managed by the State of California known as the
Local Agency Investment Fund (LAIF), which has invested a portion of the pooled funds in
structured notes and asset-backed securities, defined as follows:


Structured Notes are debt securities (other than asset-backed securities) whose cash flow
characteristics (coupon rate, redemption amount, or stated maturity) depend upon one or
more indices and/or that have embedded forwards or options.



Asset-Backed Securities, the bulk of which are mortgage-backed securities, entitle their
purchasers to receive a share of the cash flows from a pool of assets such as principal and
interest repayments from a pool of mortgages (such as Collateralized Mortgage Obligations)
or credit card receivables.

LAIF’s investments are subject to credit risk with the full faith and credit of the State of California
collateralizing these investments. In addition, the structured notes and asset-backed securities are
subject to market risk as to change in interest rates.
LAIF allows agencies such as the Authority to participate in a Pooled Money Investment Account
managed by the State Treasurers Office and overseen by the Pooled Money Investment Board and
State Treasurer investment committee. A Local Agency Investment Advisory Board oversees LAIF.
The investments with LAIF are not classified for credit risk due to their diverse nature and are stated
at cost, which approximates fair value.
The total amount invested by all public agencies in LAIF, as of June 30, 2018, was approximately
$90 billion. Of that amount, 99.14% is invested in non-derivative financial products and 0.86% in
structured notes and asset-backed securities. The balance in LAIF is available for withdrawal on
demand, and is based on the accounting records maintained by LAIF, which is recorded on the
amortized cost basis.
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(Sanitary District No. 1 of Marin County)
Notes to Financial Statements
June 30, 2018
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Investments Authorized by Debt Agreements
Investment of debt proceeds held by trustees is governed by provisions of the debt agreements, rather
than the general provisions of the California Government Code or the Authority’s investment policy.
The following identifies the investment types that are authorized for investments held by trustee, and
also identifies certain provisions of these debt agreements that address interest rate risk, credit risk,
and concentration of credit risk:

Authorized Investment Type
Local Agency Investment Fund (State Pool)
U.S. Treasury Obligations
U.S. Government Agency Issues
Reverse Repurchase Agreements
Repurchase Agreements
Commercial Paper
Money Market Funds
State of California and Local Agency Obligations
Investment Agreements

Maximum
Maturity
N/A
3 years
3 years
None
None
270 days
N/A
None
None

Maximum
Percentage
of Portfolio
None
None
None
None
None
None
None
None
None

Maximum
Investment
in One Issuer
$50 million
None
None
None
None
None
None
None
None

Risk Disclosures
Limitations as they relate to interest rate risk, credit risk, and concentration of credit risk are
described below:


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 the changes in market interest rates. The Authority
manages its exposure to interest rate risk by investing in liquid pools such as LAIF and money
market accounts as necessary to provide the cash flow and liquidity needed for operations.



Credit Risk - Credit risk is the risk of loss due to the failure of the security issuer. This is
measured by the assignment of a rating by a nationally recognized statistical rating organization.
In order to limit loss exposure due to Credit Risk, the investment policy limits purchases of
investments to those rated A-1 by Standard & Poor's or P-1 by Moody's Investors Service. The
Authority’s minimum legal rating is not applicable to the LAIF investment pool and money
market funds.



Custodial Credit Risk - Custodial credit risk is the risk that in the event of a bank failure, the
Authority’s deposits may not be returned to it. The Authority does not have a written policy for
custodial credit risk over 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
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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
public deposits by pledging first trust deed mortgage notes having a value of 150% of the secured
public deposits and letters of credit issued by the Federal Home Loan Bank of San Francisco
having a value of 105% of the secured deposits. In the case of investments, the risk of loss of the
investment due failure, impairment or malfeasance of the third party whose name in which the
investment is held and who has physical possession of the instrument. Neither the California
Government Code nor the Authority's investment policy contains legal or policy requirements
that would limit the exposure to custodial risk.
None of the Authority’s deposits with financial institutions in excess of FDIC limits were held in
uncollateralized accounts. All of the Authority’s accounts met the collateral and categorization
requirements.


Concentration of Credit Risk - The Authority held 9% and 91% of its total investments in LAIF
and money market funds, respectively, as of June 30, 2018. There were no other investments in
any one issuer that represent five percent or more of the total investments.

NOTE 4 - DEBT SERVICE INSTALLMENT RECEIVABLE
The following summarizes the installment receivable as of June 30, 2018:

Debt Service Installment Receivable
Accrued Interest
Total

Balance
July 1, 2017
$ 30,660,441
751,669
$ 31,412,110

Increase
$ 25,270,854
1,236,725
$ 26,507,579
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Decrease
$ (11,902,811)
(751,669)
$ (12,654,480)

Balance
June 30, 2018
$ 44,028,484
1,236,725
$ 45,265,209
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NOTE 5 - LONG-TERM OBLIGATIONS
The Authority’s long-term obligations consisted of the following as of June 30, 2018:

2013 Revenue Bonds
2013 Revenue Bonds - Premium
2014 Revenue Bonds
2014 Revenue Bonds - Premium
2018 Revenue Bonds
2018 Revenue Bonds - Premium
Total Long-term Obligations

Balance
July 01, 2017
$ 16,945,000
116,409
28,800,000
1,141,737
$ 47,003,146

Additions
$
21,870,000
3,400,854
$ 25,270,854

Deductions
$
325,000
4,435
795,000
50,744
52,586
$ 1,227,765

Balance
June 30, 2018
$ 16,620,000
111,974
28,005,000
1,090,993
21,870,000
3,348,268
$ 71,046,235

Due Within
One Year
$
335,000
4,435
830,000
50,744
505,000
136,034
$ 1,861,213

2013 Revenue Bonds
On August 29, 2013, the Authority issued $17,780,000 of Revenue Bonds bearing interest of 3.0% to
5.0% and payable semiannually on October 1 and April 1, maturing on October 1, 2043. The
proceeds of the Bonds were used to (i) finance the acquisition and construction of public capital
improvements consisting primarily of pipe and equipment replacements and refurbishments for the
District’s wastewater collection system; (ii) prepay the District’s outstanding obligations under an
existing real estate loan and an existing installment sale agreement; and (iii) pay the costs of issuing
the Bonds. A premium on the 2013 Revenue Bonds was received as additional proceeds by the
Authority, in the amount of $133,039. Gross revenues, which are defined as all gross charges
received for, and all other gross income and receipts derived by the District from the ownership and
operation of the wastewater enterprise, are pledged as part of the issuance of the 2013 Revenue
Bonds.
2014 Revenue Bonds
On November 1, 2014, the Authority issued $30,155,000 of Revenue Bonds bearing interest of 3.5%
to 5.0% and payable semiannually on July 1 and January 1, maturing on January 1, 2040. The
proceeds of the Bonds will be used to (i) finance the acquisition and construction of public capital
improvements consisting primarily of pipe and equipment repair and replacements for the District’s
wastewater collection system; (ii) provide a debt service reserve for the Bonds through the purchase
of a reserve surety; and (iii) pay the costs of issuing the Bonds. A premium on the 2014 Revenue
Bonds was received as additional proceeds by the Authority, in the amount of $1,243,225. Gross
revenues, which are defined as all gross charges received for, and all other gross income and receipts
derived by the District from the ownership and operation of the wastewater enterprise, are pledged as
part of the issuance of the 2014 Revenue Bonds.
2018 Revenue Bonds
On January 11, 2018, the District issued $21,870,000 of Revenue Bonds, through the Ross Valley
Public Financing Authority, bearing interest of 4.0% to 5.0% and payable semiannually on July 1 and
January 1, maturing on January 1, 2043. The proceeds of the Bonds will be used to (i) finance the
acquisition and construction of public capital improvements consisting of rehabilitation and
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replacement of gravity sewer lines, sewer force mains, sewer pump stations, and related
appurtenances for the District’s operations; (ii) provide a debt service reserve for the Bonds through
the purchase of a reserve surety issued by Build America Mutual Assurance Company; and (iii) pay
the costs of issuing the Bonds. The outstanding principal balance of the 2018 Revenue Bonds at June
30, 2018 was $21,870,000. A premium on the 2018 Revenue Bonds was received as additional
proceeds by the District, in the amount of $3,400,854. This premium is being amortized over the life
of the 2018 Revenue Bonds, and has a balance of $3,348,268 as of June 30, 2018.
The Authority’s Revenue Bonds debt service requirements were as follows as of June 30, 2018:
Year Ending June 30,
2019
2020
2021
2022
2023
2024 - 2028
2029 - 2033
2034 - 2038
2039 - 2043
2044
Total Debt Service

$

$

Principal
1,670,000
1,710,000
1,780,000
1,855,000
1,935,000
11,115,000
13,600,000
16,745,000
14,990,000
1,095,000
66,495,000

$

$

Interest
2,903,547
2,864,344
2,791,944
2,718,594
2,632,794
11,724,369
9,238,695
6,073,175
2,140,375
27,375
43,115,212

$

$

Total
4,573,547
4,574,344
4,571,944
4,573,594
4,567,794
22,839,369
22,838,695
22,818,175
17,130,375
1,122,375
109,610,212

The Federal Tax Reform Act of 1986 requires issuers of tax-exempt debt to make payments to the
United States Treasury of investment income received at yields that exceed the issuer's tax-exempt
borrowing rates. The U.S. Treasury requires payment every five years. As of June 30, 2018, the
Authority has no arbitrage liability.
NOTE 6 - COMMITMENTS AND CONTINGENCIES
Outstanding Litigation
The Authority is subject to various lawsuits and claims involving public liability and other actions
incidental to the ordinary course of Authority operations. To the extent the outcome of such litigation
may be determined to result in financial loss to the Authority, in the opinion of Authority
management, any potential liability for these actions is adequately provided for in the basic financial
statements. The timing of potential payment of such losses cannot presently be determined.
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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
Ross Valley Public Financing 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
Ross Valley Public Financing Authority (the “Authority”) as of and for the year ended June 30,
2018, and the related notes to the financial statements, which collectively comprise the Authority’s
basic financial statements, and have issued our report thereon dated December 27,2018.
Internal Control over Financial Reporting
Management is responsible for establishing and maintaining effective 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 opinions 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 over financial reporting was for the limited purpose described
in the first paragraph of this section and was not designed to identify all deficiencies in internal
control over financial reporting that might be material weaknesses or significant deficiencies. Given
these limitations, during our audit we did not identify any deficiencies in internal control over
financial reporting that we consider to be material weaknesses. However, material weaknesses may
exist that have not been identified.
Compliance and Other Matters
As part of obtaining reasonable assurance about whether the Authority’s financial statements are free
of 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
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express such an opinion. The results of our tests disclosed no instances of noncompliance or other
matters that are required to be reported under Government Auditing Standards.
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 entity’s internal control and
compliance. Accordingly, this communication is not suitable for any other purpose.

December 27, 2018
San Jose, California
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FINANCIAL SECTION

INDEPENDENT AUDITOR’S REPORT
To the Board of Directors
Ross Valley Public Financing Authority
San Rafael, California
Report on the Financial Statements
We have audited the accompanying financial statements of the Ross Valley Public Financing
Authority (the “Authority"), as of and for the years ended June 30, 2017 and 2016, and the related
notes to the financial statements, which collectively comprise 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 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 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
Authority’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 Authority’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.
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Opinions
In our opinion, the financial statements referred to above present fairly, in all material respects, the
respective financial position of the Ross Valley Financing Authority, as of June 30, 2017 and 2016,
and the respective changes in financial position and, where applicable, cash flows thereof for the year
then ended in accordance with accounting principles generally accepted in the United States of
America.
Other Matters
Required Supplementary Information
Management has omitted the management’s discussion and analysis that accounting principles
generally accepted in the United States of America require to be presented to supplement the basic
financial statements. Such missing 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. Our opinion on the basic financial statements is not affected by this missing
information.
Other Reporting Required by Government Auditing Standards
In accordance with Government Auditing Standards, we have also issued our report dated October 10,
2018 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.

October 10, 2018
San Jose, California
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2017
Assets
Restricted cash and investments
Debt service installment receivable
Total Assets

$

Liabilities
Interest payable
Noncurrent Liabilities:
Current portion of long-term obligations
Long-term obligations, net of current portion
Total Liabilities
Net Position
Restricted net position
Total Net Position

$

$

16,682,441
31,412,110
48,094,551

$

20,321,566
28,762,351
49,083,917

$

751,669

$

770,069

$

1,175,179
45,827,967
47,754,815

$

1,130,179
47,003,146
48,903,394

$
$

339,736
339,736

$
$

180,523
180,523

The notes to basic financial statements are an integral part of this statement
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ROSS VALLEY PUBLIC FINANCING AUTHORITY
(Sanitary District No. 1 of Marin County)
Statement of Revenues, Expenses and Changes in Net Position
For the Fiscal Years Ended June 30, 2017 and 2016
2017
Nonoperating Revenues:
Interest income
Debt service contributions
Total nonoperating revenues

$

Nonoperating Expenses:
Interest expense
Amortization of premiums
Total nonoperating expenses

104,034
1,936,921
2,040,955

2016
$

88,826
1,973,669
2,062,495

1,936,921
(55,179)
1,881,742

1,973,669
(55,179)
1,918,490

Change in net position

159,213

144,005

Beginning net position

180,523

36,518

Ending net position

$

339,736

The notes to basic financial statements are an integral part of this statement
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ROSS VALLEY PUBLIC FINANCING AUTHORITY
(Sanitary District No. 1 of Marin County)
Statement of Cash Flows
For the Fiscal Years Ended June 30, 2017 and 2016
2017
Cash Flows from Capital and Related Financing Activities:
Principal payments on long-term debt
Interest paid
Debt service payments received from the District
Advances to the District for capital asset construction
Net Cash Provided (Used) by Capital and Related Financing Activities

$ (1,075,000)
(1,955,321)
3,030,321
(5,276,528)
(5,276,528)

2016
$

(895,000)
(2,140,329)
3,035,329
(10,413,675)
(10,413,675)

Cash Flows from Investing Activities:
Interest income
Investments purchased
Investments sold and matured
Net Cash Provided (Used) by Investing Activities

104,034
(4,505,465)
6,038,834
1,637,403

88,826
6,067,935
(6,166,829)
(10,068)

Net Increase (Decrease) in Cash and Cash Equivalents

(3,639,125)

(10,423,743)

Cash and Cash Equivalents Beginning

20,321,566

30,745,309

Cash and Cash Equivalents Ending

$ 16,682,441

$ 20,321,566

Noncash Activities:
Amortization of premiums

$

$

The notes to basic financial statements are an integral part of this statement
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ROSS VALLEY PUBLIC FINANCING AUTHORITY
(Sanitary District No. 1 of Marin County)
Notes to Financial Statements
June 30, 2017 and 2016
NOTE 1 - NATURE OF ORGANIZATION
The Ross Valley Public Financing Authority (the "Authority") is a blended component unit of
Sanitary District No. 1 of Marin County, also known as the Ross Valley Sanitary District (the
“District”). The purpose of the Authority is to provide financing and contracting for capital
improvements of the District. The District’s Board of Directors is designated to serve in the same
capacity for the Authority. The District provides sewage collection services for Ross Valley which
includes the towns of Fairfax, San Anselmo, Ross, Larkspur and adjacent unincorporated areas of
Marin County within the Ross Valley.
The District utilizes an enterprise fund, a type of proprietary fund, which is a fund established by
governmental agencies to account for goods and services provided to the general public that are
financed primarily through user charges. As a component unit of the District, the Authority also
utilizes an enterprise fund.
NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
Basis of Presentation
The accounting policies of the Authority conform to accounting principles generally accepted in the
United States of America, and as prescribed by the Governmental Accounting Standards Board and
Audits of State and Local Governmental Units, issued by the American Institute of Certified Public
Accountants.
As a component unit of the District, the Authority’s activities are accounted for in a single enterprise
fund. Enterprise funds are used to account for those operations that are financed and operated in a
manner similar to private business or where the Board has decided that the determination of revenues
earned, costs incurred and/or net income is necessary for management accountability.
Measurement Focus and Basis of Accounting
Enterprise funds are accounted for on the flow of economic resources measurement focus utilizing
full accrual accounting. With this measurement focus, all assets, deferred outflows of resources,
liabilities, and deferred inflows of resources of the enterprise are recorded on its statement of net
position, and under the full accrual basis of accounting, all revenues are recognized when earned and
all expenses, including depreciation, are recognized when incurred.
A deferred outflow of resources is defined as a consumption of net position that applies to a future
period(s) and so will not be recognized as an outflow of resources (expenses/expenditure) until then.
A deferred inflow of resources is defined as an acquisition of net position that applies to a future
period(s) and so will not be recognized as an inflow of resources (revenues) until that time.
When applicable, unamortized portion of the gain and loss on refunding debt are reported as deferred
inflows and deferred outflows of resources, respectively.
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Unearned revenue arises when assets are received before revenue recognition criteria have been
satisfied. Grants and entitlements received before eligibility requirements are met are recorded as
deferred inflows from unearned revenue.
The Authority applies all applicable GASB pronouncements for certain accounting and financial
reporting guidance. In December of 2010, GASB issued GASBS No. 62, Codification of Accounting
and Financial Reporting Guidance Contained in Pre-November 30, 1989 FASB and AICPA
Pronouncements. This statement incorporates pronouncements issued on or before November 30,
1989 into GASB authoritative literature. This includes pronouncements by the Financial Accounting
Standards Board (FASB), Accounting Principles Board Opinions (APB), and the Accounting
Research Bulletins of the American Institute of Certified Public Accountants' (AICPA) Committee
on Accounting Procedure, unless those pronouncements conflict with or contradict with GASB
pronouncements.
Statement of Net Position
The statement of net position is designed to display the financial position of the Authority. GASB
Statement No. 63 requires that the difference between assets added to the deferred outflows of
resources and liabilities added to the deferred inflows of resources be reported as net position. The
Authority’s net position is classified as restricted. This component of net position consists of
constraints placed on an asset’s use through external constraints imposed by creditors (such as
through debt covenants), grantors, contributors, or law and regulations of other governments, and
reduced by liabilities and deferred inflows of resources related to those assets. It also pertains to
constraints imposed by law or constitutional provisions or enabling legislation. The Authority applies
restricted resources when an expense is incurred for purposes for which both restricted and
unrestricted net position is available.
Cash and Investments
Cash includes amounts in demand deposits as well as short-term investments with original maturities
of three months or less.
In accordance with GASB Statement No. 40, Deposit and Investment Disclosures (Amendment of
GASB No.3), certain disclosure requirements for deposits and investment risks were made in the
areas of interest rate risk and credit risk. The credit risk disclosures include the following
components; overall credit risk, custodial credit risk and concentrations of credit risk. In addition,
other disclosures are specified including use of certain methods to present deposits and investments,
highly sensitive investments, credit quality at year-end and other disclosures.
Investments are reported in the statement of net position at fair value. Changes in fair value that
occur during the fiscal year are recognized as investment income reported for that fiscal year.
Investment income includes interest earnings, changes in fair value, and any gains or losses realized
upon the liquidation or sale of investments. All investment income and changes in fair value are
recognized in the statements of revenues, expenses, and changes in net position.
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The Authority participates in an investment pool managed by the State of California and regulated by
California government code Section 16429 known as the Local Agency Investment Fund (LAIF),
which has invested a portion of the pooled funds in structured notes and asset-backed securities.
LAIF’s investments are subject to credit risk with the full faith and credit of the State of California
collateralizing these investments. In addition, the structured notes and asset-backed securities are
subject to market risk as to change in interest rates.
Investments are recorded at fair value in accordance with GASB Statement No. 72, Fair Value
Measurement and Application. Accordingly, the change in fair value of investments is recognized as
an increase or decrease to investment assets and investment income.
Fair value is defined as the price that would be received to sell an asset or paid to transfer a liability
in an orderly transaction. In determining this amount, three valuation techniques are available:


Market approach - This approach uses prices generated for identical or similar assets or
liabilities. The most common example is an investment in a public security traded in an
active exchange such as the NYSE.



Cost approach - This technique determines the amount required to replace the current asset.
This approach may be ideal for valuing donations of capital assets or historical treasures.



Income approach - This approach converts future amounts (such as cash flows) into a current
discounted amount.

Each of these valuation techniques requires inputs to calculate a fair value. Observable inputs have
been maximized in fair value measures, and unobservable inputs have been minimized.
Debt Service Installment Receivable
The District and the Authority have Installment Purchase Contracts whereby the District is obligated
to pay to the Authority installment payments equal to the debt service requirements of the
Authority’s long-term debt. The debt service installment receivable represents the amount due from
the District to meet the Authority’s debt service requirements, which includes principal and accrued
interest.
Long-Term Debt
Long-term debt and other long-term obligations are reported as liabilities in the Statement of Net
Position. Bond premiums and discounts are deferred and amortized over the life of the bonds. Bonds
payable are reported net of applicable bond premium and discounts are reported as noncurrent assets
along with any insurance payments made during issuance of the bond. Bond issuance costs, other
than prepaid insurance, are expensed in the period incurred.
Statement of Revenues, Expenses, and Changes in Net Position
The statement of revenues, expenses, and changes in net position is the operating statement for
proprietary funds. This statement distinguishes between operating and non-operating revenues and
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expenses and presents a separate subtotal for operating revenues, operating expenses, and operating
income. All revenues and expenses of the Authority are reported as non-operating revenues and
expenses.
Statement of Cash Flows
For purposes of the statement of cash flows, all highly liquid investments with original maturities of
three months or less are considered cash equivalents.
Comparative Data
Comparative total data for the prior fiscal year has been presented in the accompanying basic
financial statements in order to provide an understanding of changes in the Authority’s financial
position, operations, and cash flows.
Accounting Estimates
The preparation of the financial statements in conformity with accounting principles generally
accepted in the United States of America requires management to make estimates and assumptions
that affect the amounts reported in the financial statements and accompanying notes. Significant
estimates include estimates of the allowance for uncollectible receivables, the estimated useful lives
of depreciable capital assets, estimates used in connection with analyses designed to identify the
existence of capital asset impairment, and assumptions and actuarial amounts used in conjunction
with the determination of pension plan obligations and other postemployment benefits. Accordingly,
actual results could differ from those estimates.
Subsequent Events
Management has reviewed subsequent events and transactions that occurred after the date of the
financial statements through the date the financial statements were issued. The financial statements
include all events or transactions, including estimates, required to be recognized in accordance with
generally accepted accounting principles. Management has determined that there are no nonrecognized subsequent events that require additional disclosure.
Implemented New Accounting Pronouncements
GASB Statement No. 86, Certain Debt Extinguishment Issues
The primary objective of this Statement is to improve consistency in accounting and financial reporting
for in-substance defeasance of debt by providing guidance for transactions in which cash and other
monetary assets acquired with only existing resources—resources other than the proceeds of refunding
debt—are placed in an irrevocable trust for the sole purpose of extinguishing debt. This Statement also
improves accounting and financial reporting for prepaid insurance on debt that is extinguished and notes
to financial statements for debt that is defeased in substance. The requirements of this Statement are
effective for financial statements for periods beginning after June 15, 2017. Earlier application is
encouraged. This statement did not have an impact on the Authority’s financial statements.
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ROSS VALLEY PUBLIC FINANCING AUTHORITY
(Sanitary District No. 1 of Marin County)
Notes to Financial Statements
June 30, 2017 and 2016

Upcoming Accounting and Reporting Changes
GASB Statement No. 88, Certain Disclosures Related to Debt, Including Direct Borrowings and Direct
Placements
This Statement addresses additional information to be disclosed in the notes to the financial statements
regarding debt, including unused lines of credit; assets pledged as collateral for the debt; and terms
specified in debt agreements related to significant events of default with finance-related consequences,
significant termination events with finance-related consequences, and significant subjective acceleration
clauses. The requirements of this Statement are effective for financial statements for periods beginning
after June 15, 2018. Earlier application is encouraged. The Authority doesn’t believe this statement will
have a significant impact on the Authority’s financial statements.

NOTE 3 - CASH AND INVESTMENTS
Restricted cash and cash equivalents include residual amounts collected as a special assessment
collection related to the payment of limited obligation bond debt service and related administrative
costs. These funds are to be used solely for the purpose of paying principal and interest on the bonds
and other recovery costs.
Fair Value Measurements
GASB 72 established a hierarchy of inputs to the valuation techniques above. This hierarchy has
three levels:


Level 1 inputs are quoted prices in active markets for identical assets or liabilities.



Level 2 inputs are quoted market prices for similar assets or liabilities, quoted prices for
identical or similar assets or liabilities in markets that are not active, or other than quoted
prices that are not observable



Level 3 inputs are unobservable inputs, such as a property valuation or an appraisal.

The Authority had the following recurring fair value measurements as of June 30, 2017 and 2016:

Restricted Cash and Investments
Held by bond trustee:
Local Agency Investment Fund (LAIF)
Money market funds
Total

2017
$
$

15,753,621
928,820
16,682,441

2016
$ 18,422,216
1,899,350
$ 20,321,566
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Measureme Investment
nt Level
Rating
Level 2
Level 2

Unrated
Unrated

Maturities
< 1 year
< 1 year

ROSS VALLEY PUBLIC FINANCING AUTHORITY
(Sanitary District No. 1 of Marin County)
Notes to Financial Statements
June 30, 2017 and 2016
California Local Agency Investment Fund
The Authority participates in an investment pool managed by the State of California known as the
Local Agency Investment Fund (LAIF), which has invested a portion of the pooled funds in
structured notes and asset-backed securities, defined as follows:


Structured Notes are debt securities (other than asset-backed securities) whose cash flow
characteristics (coupon rate, redemption amount, or stated maturity) depend upon one or
more indices and/or that have embedded forwards or options.



Asset-Backed Securities, the bulk of which are mortgage-backed securities, entitle their
purchasers to receive a share of the cash flows from a pool of assets such as principal and
interest repayments from a pool of mortgages (such as Collateralized Mortgage Obligations)
or credit card receivables.

LAIF’s investments are subject to credit risk with the full faith and credit of the State of California
collateralizing these investments. In addition, the structured notes and asset-backed securities are
subject to market risk as to change in interest rates.
LAIF allows agencies such as the Authority to participate in a Pooled Money Investment Account
managed by the State Treasurers Office and overseen by the Pooled Money Investment Board and
State Treasurer investment committee. A Local Agency Investment Advisory Board oversees LAIF.
The investments with LAIF are not classified for credit risk due to their diverse nature and are stated
at cost, which approximates fair value.
The total amount invested by all public agencies in LAIF, as of June 30, 2017, was approximately
$77.6 billion. Of that amount, 99.12% is invested in non-derivative financial products and 0.88% in
structured notes and asset-backed securities. The balance in LAIF is available for withdrawal on
demand, and is based on the accounting records maintained by LAIF, which is recorded on the
amortized cost basis.
The total amount invested by all public agencies in LAIF, as of June 30, 2016, was approximately
$75.4 billion. Of that amount, 99.25% is invested in non-derivative financial products and .75% in
structured notes and asset-backed securities.
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ROSS VALLEY PUBLIC FINANCING AUTHORITY
(Sanitary District No. 1 of Marin County)
Notes to Financial Statements
June 30, 2017 and 2016
Investments Authorized by Debt Agreements
Investment of debt proceeds held by trustees is governed by provisions of the debt agreements, rather
than the general provisions of the California Government Code or the Authority’s investment policy.
The following identifies the investment types that are authorized for investments held by trustee, and
also identifies certain provisions of these debt agreements that address interest rate risk, credit risk,
and concentration of credit risk:

Authorized Investment Type
Local Agency Investment Fund (State Pool)
U.S. Treasury Obligations
U.S. Government Agency Issues
Reverse Repurchase Agreements
Repurchase Agreements
Commercial Paper
Money Market Funds
State of California and Local Agency Obligations
Investment Agreements

Maximum
Maturity
N/A
3 years
3 years
None
None
270 days
N/A
None
None

Maximum
Percentage
of Portfolio
None
None
None
None
None
None
None
None
None

Maximum
Investment
in One Issuer
$50 million
None
None
None
None
None
None
None
None

Risk Disclosures
Limitations as they relate to interest rate risk, credit risk, and concentration of credit risk are
described below:


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 the changes in market interest rates. The Authority
manages its exposure to interest rate risk by investing in liquid pools such as LAIF and money
market accounts as necessary to provide the cash flow and liquidity needed for operations.



Credit Risk - Credit risk is the risk of loss due to the failure of the security issuer. This is
measured by the assignment of a rating by a nationally recognized statistical rating organization.
In order to limit loss exposure due to Credit Risk, the investment policy limits purchases of
investments to those rated A-1 by Standard & Poor's or P-1 by Moody's Investors Service. The
Authority’s minimum legal rating is not applicable to the LAIF investment pool and money
market funds.



Custodial Credit Risk - Custodial credit risk is the risk that in the event of a bank failure, the
Authority’s deposits may not be returned to it. The Authority does not have a written policy for
custodial credit risk over 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
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ROSS VALLEY PUBLIC FINANCING AUTHORITY
(Sanitary District No. 1 of Marin County)
Notes to Financial Statements
June 30, 2017 and 2016
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
public deposits by pledging first trust deed mortgage notes having a value of 150% of the secured
public deposits and letters of credit issued by the Federal Home Loan Bank of San Francisco
having a value of 105% of the secured deposits. In the case of investments, the risk of loss of the
investment due failure, impairment or malfeasance of the third party whose name in which the
investment is held and who has physical possession of the instrument. Neither the California
Government Code nor the Authority's investment policy contains legal or policy requirements
that would limit the exposure to custodial risk.
None of the Authority’s deposits with financial institutions in excess of FDIC limits were held in
uncollateralized accounts. All of the Authority’s accounts met the collateral and categorization
requirements.


Concentration of Credit Risk - The Authority held 94% and 91% of its total investments in LAIF
as of June 30, 2017 and 2016, respectively. There were no other investments in any one issuer
that represent five percent or more of the total investments.

NOTE 4 - DEBT SERVICE INSTALLMENT RECEIVABLE
Changes in the installment receivable for the years ended June 30, 2017 and 2016, were as follows:

Debt Service Installment Receivable
Accrued Interest
Total

Balance
July 1, 2016
$ 27,992,282
770,069
$ 28,762,351

Increase
$ 2,668,159
751,669
$ 3,419,828

Decrease
$
(770,069)
$ (770,069)

Balance
June 30, 2017
$ 30,660,441
751,669
$ 31,412,110

Debt Service Installment Receivable
Accrued Interest
Total

Balance
July 1, 2015
$ 18,374,712
936,729
$ 19,311,441

Increase
$ 9,617,570
770,069
$ 10,387,639

Decrease
$
(936,729)
$ (936,729)

Balance
June 30, 2016
$ 27,992,282
770,069
$ 28,762,351
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NOTE 5 - LONG-TERM OBLIGATIONS
The Authority’s long-term obligations consisted of the following as of June 30, 2017 and June 30,
2016:

2013 Revenue Bonds
2013 Revenue Bonds - Premium
2014 Revenue Bonds
2014 Revenue Bonds - Premium
Total Long-term Obligations

Balance
July 01, 2016
$ 17,255,000
120,844
29,565,000
1,192,481
$ 48,133,325

Additions
$
$
-

Deductions
$
310,000
4,435
765,000
50,744
$ 1,130,179

Balance
June 30, 2017
$ 16,945,000
116,409
28,800,000
1,141,737
$ 47,003,146

Due Within
One Year
$
325,000
4,435
795,000
50,744
$ 1,175,179

2013 Revenue Bonds
2013 Revenue Bonds - Premium
2014 Revenue Bonds
2014 Revenue Bonds - Premium
Total Long-term Obligations

Balance
July 01, 2015
$ 17,560,000
125,278
30,155,000
1,243,225
$ 49,083,503

Additions
$
$
-

Deductions
$
305,000
4,434
590,000
50,744
$
950,178

Balance
June 30, 2016
$ 17,255,000
120,844
29,565,000
1,192,481
$ 48,133,325

Due Within
One Year
$
310,000
4,435
765,000
50,744
$ 1,130,179

2013 Revenue Bonds
On August 29, 2013, the Authority issued $17,780,000 of Revenue Bonds bearing interest of 3.0% to
5.0% and payable semiannually on October 1 and April 1, maturing on October 1, 2043. The
proceeds of the Bonds were used to (i) finance the acquisition and construction of public capital
improvements consisting primarily of pipe and equipment replacements and refurbishments for the
District’s wastewater collection system; (ii) prepay the District’s outstanding obligations under an
existing real estate loan and an existing installment sale agreement; and (iii) pay the costs of issuing
the Bonds. A premium on the 2013 Revenue Bonds was received as additional proceeds by the
Authority, in the amount of $133,039. Gross revenues, which are defined as all gross charges
received for, and all other gross income and receipts derived by the District from the ownership and
operation of the wastewater enterprise, are pledged as part of the issuance of the 2013 Revenue
Bonds.
2014 Revenue Bonds
On November 1, 2014, the Authority issued $30,155,000 of Revenue Bonds bearing interest of 3.5%
to 5.0% and payable semiannually on July 1 and January 1, maturing on January 1, 2040. The
proceeds of the Bonds will be used to (i) finance the acquisition and construction of public capital
improvements consisting primarily of pipe and equipment repair and replacements for the District’s
wastewater collection system; (ii) provide a debt service reserve for the Bonds through the purchase
of a reserve surety; and (iii) pay the costs of issuing the Bonds. A premium on the 2014 Revenue
Bonds was received as additional proceeds by the Authority, in the amount of $1,243,225. Gross
revenues, which are defined as all gross charges received for, and all other gross income and receipts
derived by the District from the ownership and operation of the wastewater enterprise, are pledged as
part of the issuance of the 2014 Revenue Bonds.
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The Authority’s Revenue Bonds debt service requirements are as follows as of June 30, 2017:
Year Ending June 30,
2018
2019
2020
2021
2022
2023 - 2027
2028 - 2032
2033 - 2037
2038 - 2042
2043 - 2044
Total Debt Service

$

$

Principal
1,120,000
1,165,000
1,210,000
1,265,000
1,315,000
7,580,000
9,150,000
11,045,000
9,755,000
2,140,000
45,745,000

$

$

Interest
1,910,488
1,865,894
1,817,244
1,764,844
1,712,094
7,543,219
5,961,394
4,047,650
1,546,150
108,250
28,277,227

$

$

Total
3,030,488
3,030,894
3,027,244
3,029,844
3,027,094
15,123,219
15,111,394
15,092,650
11,301,150
2,248,250
74,022,227

The Federal Tax Reform Act of 1986 requires issuers of tax-exempt debt to make payments to the
United States Treasury of investment income received at yields that exceed the issuer's tax-exempt
borrowing rates. The U.S. Treasury requires payment every five years. As of June 30, 2017 and
2016, the Authority has no arbitrage liability.
NOTE 6 - COMMITMENTS AND CONTINGENCIES
Outstanding Litigation
The Authority is subject to various lawsuits and claims involving public liability and other actions
incidental to the ordinary course of Authority operations. To the extent the outcome of such litigation
may be determined to result in financial loss to the Authority, in the opinion of Authority
management, any potential liability for these actions is adequately provided for in the basic financial
statements. The timing of potential payment of such losses cannot presently be determined.
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OTHER INDEPENDENT AUDITOR’S REPORTS
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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
Ross Valley Public Financing 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
Ross Valley Public Financing Authority (the “Authority”) as of and for the years ended June 30,
2017 and 2016, and the related notes to the financial statements, which collectively comprise the
Authority’s basic financial statements, and have issued our report thereon dated October 10,2018.
Internal Control over Financial Reporting
Management is responsible for establishing and maintaining effective 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 opinions 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 over financial reporting was for the limited purpose described
in the first paragraph of this section and was not designed to identify all deficiencies in internal
control over financial reporting that might be material weaknesses or significant deficiencies. Given
these limitations, during our audit we did not identify any deficiencies in internal control over
financial reporting that we consider to be material weaknesses. However, material weaknesses may
exist that have not been identified.
Compliance and Other Matters
As part of obtaining reasonable assurance about whether the Authority’s financial statements are free
of 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
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express such an opinion. The results of our tests disclosed no instances of noncompliance or other
matters that are required to be reported under Government Auditing Standards.
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 entity’s internal control and
compliance. Accordingly, this communication is not suitable for any other purpose.

October 10, 2018
San Jose, California
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