Pajaro River Watershed
Flood Prevention Authority Meeting

Agenda

c/o RAPS, Inc.
P.O. Box 809
Marina, CA 93933
(831) 883-3750

LOCATION:
Gilroy City Hall
7351 Rosanna Street
November 4, 2011 9:00 a.m. Gilroy, California
RECOMMENDED ACTION
CALL TO ORDER
ROLL CALL
PLEDGE OF ALLEGIANCE

ORAL COMMUNICATIONS FROM THE BOARD
ON ITEMS NOT ON THE AGENDA

ORAL COMMUNICATIONS FROM THE PUBLIC
ON ITEMS NOT ON THE AGENDA

PRESENTATIONS

A. Pajaro River Watershed Study Update Presentation ACCEPT
Receive presentation. (Page 5)

CONSENT AGENDA APPROVE

A Minutes of the September 9, 2011 Meeting

Approve the minutes of the September 9, 2011 meeting. (Page 7)
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Approval of Payment to Gutierrez Consultants for August and
September 2011

Approve the August and September 2011 invoices for Lidia Gutierrez’s
work on the Soap Lake Preservation Project. (Page 13)

Approval of Payment to RAPS, Inc. for August and September 2011
Approve the August and September 2011 invoices for RAPS, Inc. (Page 17)
2012 Meeting Schedule

Approve the 2012 meeting schedule. (Page 23)

Staff Working Group Meeting Notes for September and October 2011

Accept the Staff Working Group meeting notes for September
and October 2011. (Page 25)

PRWFPA Investment Options
Approve staff recommendation for investment options. (Page 29)
GASB 54 Adoption

Approve implementation of Government Accounting Standards Board
54. (Page 37)

ITEMS REMOVED FROM CONSENT CALENDAR FOR DISCUSSION AND
POSSIBLE ACTION

ADMINISTRATION

A.

Review of RAPS, Inc. Administrative Charges APPROVE
to the PRWFPA

Receive report from the Interim Executive Director. (Page 53)
Amendment to the PRWFPA By-Laws APPROVE

Approve the recommended changes to the PRWFPA by-laws. (Page 59)
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10.

11.

12.

C. Financing Alternatives for Capital Improvements DISCUSS

Discuss financing alternatives for capital improvements. (Page 61)

D. Financial Statements for September 2011 ACCEPT
Accept the enclosed financial statements. (Page 79)

PLANNING

A. Status of the Levee Project ACCEPT

Receive an update on the status of the levee project from Bruce

Laclergue.
CORRESPONDENCE INFORMATIONAL
A Written

1. Letter to John Presleigh from the Sierra Club dated October 25, 2011
regarding the Pajaro river flood protection. (Page 87)

ADJOURN

Note: Action listed for each Agenda item represents the staff recommendation. The Board of Directors may, at its discretion, take any
action on the items listed in the Agenda.

If requested, the agenda shall be made available in appropriate alternative formats to persons with a disability, as required by Section 202 of
the Americans with Disabilities Act of 1990 (42 USC Sec. 12132), and the federal rules and regulations adopted in implementation thereof.

If you have a request for disability-related modification or accommodation, including auxiliary aids or services, contact AMBAG, at
831-883-3750, or email info@ambag.org, at least 48 hours prior to the meeting date.

Mission: The purpose of the Authority is to identify, evaluate, fund and implement environmentally sound flood prevention
and control strategies in the Pajaro River Watershed, on an intergovernmental, cooperative basis as required by the Pajaro
River Watershed Flood Prevention Authority Act.
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Member Agencies:

County of Monterey

County of San Benito

County of Santa Clara

County of Santa Cruz

Monterey County Water
Resources Agency

San Benito County
Water District

Santa Clara Valley
Water District

Santa Cruz County Zone
7 Flood Control District

P.O. Box 809, Marina, CA 93933

TO:

FROM:

SUBJECT:
MEETING DATE:

BACKGROUND:

Pajaro River Watershed

Flood Prevention Authority

Phone: 831.883.3750 FAX: 831.883.3755 www.pajaroriverwatershed.org

MEMORANDUM

Board of Directors
Lidia Gutierrez, Gutierrez Consultants
Pajaro River Watershed Study

November 4, 2011

The Pajaro River is the largest coastal stream between the San Francisco Bay
and the Salinas Watershed. The watershed is approximately 1,300 square

miles and covers

portions of Santa Cruz, Santa Clara, San Benito, and

Monterey Counties. The large size contributes to the number of diverse
environments, physical features, and land uses within the watershed.

Tributaries to the

Pajaro River, the largest of which is the San Benito River,

originate throughout the watershed.

The conditions of

the Pajaro River can be impacted by activities throughout

the large watershed including activities in the river, tributaries, and

floodplains. There

are numerous projects in the watershed that are currently

being planned, designed or implemented. Staff and consultants will present a

summary of several of these projects.

DISCUSSION:

The following five watershed projects are currently under development or

implementation:
1.
2.
3. San Benito
4. Upper and
5.

Soap Lake Floodplain Preservation Project
California High Speed Rail

River Study
Lower Llagas Flood Control Project

Lower Pajaro River Bench Excavation Project
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Each of these projects could have an impact (positive or negative) on the
conditions of the Pajaro River. The Flood Prevention Authority (FPA) staff
and consultants will present a summary of each of these projects addressing
the following project aspects:

e Project status;
e Project impact on the Pajaro River; and

e F'PA role in the projects.

RECOMMENDATION:

Informational item only.
ATTACHMENT:

Copies of the presentation will be provided at the meeting.

APPROVED BY:

L LA —

Les White, Interim Executive Director
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Attachment

Local Agency Investment Fund
Program Description

The Local Agency Investment Fund (LAIF), is a voluntary program created by statute; began in 1977 as
an investment alternative for California's local governments and special districts and it continues today
under Treasurer Bill Lockyer's administration. The enabling legislation for the LAIF is Section 16429.1 et
seq. of the California Government Code.

This program offers local agencies the opportunity to participate in a major portfolio, which invests
hundreds of millions of dollars, using the investment expertise of the State Treasurer's Office investment
staff at no additional cost to the taxpayer. This in-house management team is comprised of civil servants
who have each worked for the State Treasurer's Office for an average of 20 years.

The LAIF is part of the Pooled Money Investment Account (PMIA). The PMIA began in 1955 and
oversight is provided by the Pooled Money Investment Board (PMIB) and an in-house Investment
Committee. The PMIB members are the State Treasurer, Director of Finance, and State Controller.

The Local Investment Advisory Board (LIAB) provides oversight for LAIF. The Board consists of five
members as designated by statute. The State Treasurer, as Chairman, or his designated representative
appoints two members qualified by training and experience in the field of investment or finance, and two
members who are treasurers, finance or fiscal officers or business managers employed by any county,
city or local district or municipal corporation of this state.

The term of each appointment is two years or at the pleasure of the appointing authority.

All securities are purchased under the authority of Government Code Section 16430 and 16480.4. The
State Treasurer's Office takes delivery of all securities purchased on a delivery versus payment basis
using a third party custodian. All investments are purchased at market and a market valuation is
conducted monthly.

Additionally, the PMIA has Policies, Goals and Objectives for the portfolio to make certain that our goals
of Safety, Liquidity and Yield are not jeopardized and that prudent management prevails. These policies
are formulated by Investment Division staff and reviewed by both the PMIB and the LIAB on an annual
basis.

The State Treasurer's Office is audited by the Bureau of State Audits on an annual basis and the resulting
opinion is posted to the State Treasurer's Office website following its publication. The Bureau of State
Audits also has a continuing audit process throughout the year. All investments and LAIF claims are
audited on a daily basis by the State Controller's Office as well as an in-house audit process involving
three separate divisions.

Under Federal Law, the State of California cannot declare bankruptcy, thereby allowing the Government
Code Section 16429.3 to stand. This Section states that "moneys placed with the Treasurer for deposit in
the LAIF by cities, counties, special districts, nonprofit corporations, or qualified quasi-governmental
agencies shall not be subject to either of the following: (a) transfer or loan pursuant to Sections 16310,
16312, or 16313, or (b) impoundment or seizure by any state official or state agency."

During the 2002 legislative session, California Government Code Section 16429.4 was added to the
LAIF's enabling legislation. This Section states that "the right of a city, county, city and county, special
district, nonprofit corporation, or qualified quasi-governmental agency to withdraw its deposited moneys
from the LAIF, upon demand, may not be altered, impaired, or denied in any way, by any state official or
state agency based upon the state's failure to adopt a State Budget by July 1 of each new fiscal year."

The LAIF has grown from 293 participants and $468 million in 1977 to 2,781 participants and $22 billion
at the end of September 2011.
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Member Agencies:

County of Monterey

County of San Benito

County of Santa Clara

County of Santa Cruz

Monterey County Water
Resources Agency

San Benito County
Water District

Santa Clara Valley
Water District

Santa Cruz County Zone
7 Flood Control District

Pajaro River Watershed

P.O. Box 809, Marina, CA 93933

MEMORANDUM
TO: PRWFPA Board of Directors
FROM: Les White, RAPS, Inc.
RECOMMENDED BY:  Arleicka Conley, Director of Finance &

Administrative Services

SUBJECT: GASB 54 Adoption
MEETING DATE: November 4, 2011
RECOMMENDATION:

1. It is recommended that the Board of Directors receive and accept the
information sheet and
2. Approve the attached resolution for implementation of GASB 54.

BACKGROUND/DISCUSSION:

In February 2009, the Governmental Accounting Standards Board (GASB)
issued Statement of Governmental Accounting Standards No. 54: Fund
Balance Reporting and Governmental Fund Type Definitions (see
Attachment 1). The objective of this Statement is to enhance the usefulness
of fund balance information by providing clearer fund balance classifications
that can be more consistently applied and by clarifying the existing
This Statement established fund
balance classifications that comprise a hierarchy based primarily on the
extent to which a government is bound to observe constraints imposed upon
the use of the resources reported in governmental funds.

governmental fund type definitions.

The purpose of GASB 54 Fund Balance Reporting and Governmental Fund
Type Definitions (see Attachment 2) is to give a background into the
reporting requirements of Statement No. 54 and to discuss possible policy
changes governments should consider as they approach adoption of this
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statement. In addition, it will help decision makers better understand the
constraints placed on fund balances.

The requirements of the Statement are effective for financial statements for
periods beginning after June 15, 2010 (PRWFPA’s fiscal year ending June 30,
2011). At this time PRWFPA is not certain of the effect the adoption of
Statement No. 54 will have on the accompanying financial statements. GASB
54 Fund Balance Reporting and Governmental Fund Type Definitions is an
important measure that represents the difference between a fund’s assets and
liabilities. The overall objective of fund balance reporting is to isolate that
portion of fund balance that is unavailable to support the following year’s
budget.

GASB 54 requires that the PRWFPA Board adopt, by resolution, a funding
policy that constitutes how funds will be utilized for a specific purpose. Staff
has prepared the GASB 54 Funding Resolution and it is enclosed as
Attachment 3.

ATTACHMENTS:
1. GASB 54 Fund Balance
GASB 54 Fund Balance Reporting

3. Resolution for the Classification of Fund Balances in Governmental
Funds (GASB 54)

APPROVED BY:

%éﬁb

Les White, Interim Executive Director

Page 38 of 96



Attachment

o
z\,&é\‘

GASB 54 - Fund Balance

Presented by:
Arleicka Conley, Director of Finance & Administrative Services
Errol Osteraa, Senior Accountant

GASB 54 - Fund Balance

Implementation Date

June 30, 2011
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Who is GASB!?

e Governmental Accounting Standards Board
o Private, nonprofit organization formed in 1984
o 7-member Board

> The mission of the Governmental Accounting
Standards Board is to establish and improve
standards of state and local governmental
accounting and financial reporting that will result
in useful information for users of financial reports
and guide and educate the public, including
issuers, auditors, and users of those financial
reports.

Why Change How Fund Balance is
Reported?

GASB Wanted to Correct Inconsistent
Reporting Among Governments

GASB’s Research Showed:

Governments - A Lack of Understanding of Fund
Balance Reporting Requirements Under GAAP
(Generally Accepted Accounting Principles)

Users — Variation in Interpretation of Fund Balance
Information

Confusion About Nature of Information & GAAP
Reporting Requirements
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What is Fund Balance?

Fund balance is the difference between

assets and liabilities in Governmental
Funds.

- Net Assets is the difference between all related assets and all
related liabifities. Used in Business, Proprietary & Fiduciary Funds
and on the Government-wide Statements

* The Current Fund Balance approach focuses on
availability for appropriation
* Reserved

+ Unreserved

Improve Financial Reporting with New
Classifications

Improve Financial Reporting by:

= Provide Clearer Fund Balance Categories & Classifications

< Enhance Consistency Between Information Reported on
Government-wide Statements and Governmental Fund Financial
Statements

= Avoid Confusion about the Relationship Between Reserved
Fund Balances and Restricted Net Assets by Eliminating
“Reserved” Component and Replacing with “Restricted”
Component of Fund Balance.
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Improve Financial Reporting with New
Classifications - Cont.

o GASB 54 changes how fund balance is
reported for governmental funds

Creates hierarchy of 5 classifications

* Based on constraints placed on government: Non-
spendable, restricted, committed, assigned, unassigned

Clarifies the definition of existing fund types

* In most cases, changes to General, Debt Services & Capiral
Projects funds is only reflecting new fund balances

Need to determine if Special Revenue Funds
meet revised fund definition

Need to establish a policy on the order in which
unrestricted resources are used

Fund Classifications

c New Fund Balance Classifications
for Governmental Funds:

Non-spendable
Previously Reserved: 1 Restricted

Committed
Previously Unreserved: 3 ASSigﬂEd (designated)

— Unassigned o
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Fund Balance Classifications

> Non-spendable

Assets not in a spendable form or not
expected to be converted to cash soon
enough to affect the current period

* Inventory

* Prepaid items

* Permanent funds — principal must stay intact
such as endowments

* Long-term portion of loans receivable

* Non-financial assets held for resale

Fund Balance Classifications

o Restricted

Balances subject to externally enforceable
legal restrictions

* California Code Annotated ~ Laws
- Constitutional Provisions

- Enabling Legislation

* Imposed by Creditors

* Imposed by Grantors

Page 43 of 96




Fund Balance Classifications

- Committed

Constraint on use imposed by the
government itself, using its highest level
(Board action)

Constraint can only be changed or removed
by taking the same type of action

*Ordinance or Resolution

+ Action to constrain resources should occur prior to end
of fiscal year

+ Note Disclosure required to give users a clear
understanding of the action taken to commit fund balance

Fund Balance Classifications

> Assigned

Amount is intended to be used for a certain
use

Intent is specified by the governing body or
an authorized official

* Less formality is required to modify the constraint

Appropriations of existing fund balances not
classified elsewhere would be assigned

+ Amounts in excess of non-spendable, restricted and committed
fund balance in funds other than the General Fund would be
reported as assigned fund balance,
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Fund Balance Classifications

- Unassigned

Available for any purpose ~ no constraints

Net resources in excess of non-spendable,
restricted, committed and assigned.

Amount in General Fund not classified or
budgeted elsewhere

Reported only in the General Fund

* Except in cases of deficit fund balances in
other Governmental funds

Fund Balance Classifications

Resources that by their Reserved Fund Balance  Non-spendable Fund Balance
nature cannot be spent

Resources that are not yet Reserved Fund Balance Non-spendable Fund Balance
available for spending

Resources externally Reserved Fund Balance Restricted Fund Balance
restricted- purpose
narrower than purpose of

fund
Resources externally Unreserved Fund Restricted Fund Balance
restricted- purpose not Balance

narrower than purpose of
fund
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Fund Balance Policy

¢ The Local Government should establish a Fund
Balance Policy including the order of use for the
General Fund

> The General Fund, as the chief operating fund is
unique — it has a broader mandate which includes
accumulating sufficient financial resources for
contingencies or stabilization
+ Default order is:

* Restricted

* Committed

- Assigned

* Unassigned

Fund Balance Policy

Essential elements would include

The appropriate level of unrestricted (committed,
assigned, unassigned) fund balance to be maintained

The circumstances in which unrestricted fund balance
can be “spent down”

The policy for replenishing deficits
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