
 
 

 
 
 
 
 
 
 
 
 

  
 

 
 
 
 
  
  

     
 
 
 
 

 
 

Report is pending: 
1. Completion of the MD&A section by CPCFA Management 
2. Review and update of footnotes highlighted by CPCFA Management 
3. Updated outstanding bond information to include in report. 
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James Marta & Company LLP 
Certified Public Accountants 

Accounting, Auditing, Tax and Consulting 

INDEPENDENT AUDITOR'S REPORT 

Members of the Board 
California Pollution Control Financing Authority 
Sacramento, California 

Report on the Financial Statements 

We have audited the accompanying Statement of Net Position of California Pollution Control Financing 
Authority Bond Program (Authority) as of June 30, 2013 and the related Statement of Revenues, Expenses 
and Changes in Net Position, Statement of Cash Flows and notes to the financial statements for the year then 
ended. 

Managements Responsibility for the Financial Statements 

Management is responsible for the preparation and fair presentation of these financial statements in 
accordance with accounting principles generally accepted in the United States of America; this includes the 
design, implementation, and maintenance of internal control relevant to the preparation and fair presentation 
of financial statements that are free from material misstatement, whether due to fraud or error. 

Auditor’s Responsibility 

Our responsibility is to express an opinion 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 of 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 entity’s preparation and fair 
presentation of the financial statements in order to design audit procedures that are appropriate in the 
circumstances, but not for the purpose of expressing an opinion on the effectiveness of the entity’s internal 
control. Accordingly, we express no such opinion. An audit also includes evaluating the appropriateness of 
accounting policies used and the reasonableness of significant accounting estimates made by management, as 
well as evaluating the overall presentation of the financial statements. 

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our 
audit opinion. 

701 Howe Avenue Suite E3, Sacramento, California 95825 Phone: (916) 993-9494 Fax: (916) 993-9489 
e-mail: jmarta@jpmcpa.com www.jpmcpa.com 
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Opinion 

In our opinion, the financial statements referred to above present fairly, in all material respects, the 
financial position of the California Pollution Control Financing Authority Bond Program as of June 30, 
2013, and the respective changes in financial position and its cash flows for the year then ended in 
accordance with accounting principles generally accepted in the United States of America. 

Other Matters 

Required Supplementary Information 

Accounting principles generally accepted in the United States of America require that the Management’s 
Discussion and Analysis on pages 4 through 11 be presented to supplement the basic financial statements. 
Such information, although not a part of the basic financial statements, is required by the Governmental 
Accounting Standards Board who considers it to be an essential part of financial reporting for placing the 
basic financial statements in an appropriate operational, economic or historical context. We have applied 
certain limited procedures to the required supplementary information in accordance with auditing 
standards generally accepted in the United States of America, which consisted of inquiries of 
management about the methods of preparing the information and comparing the information for 
consistency with management’s responses to our inquiries, the basic financial statements and other 
knowledge we obtained during our audit of the basic financial statements. We do not express an opinion 
or provide any assurance on the information because the limited procedures do not provide us with 
sufficient evidence to express an opinion or provide any assurance. 

Supplementary Information 

Our audit was conducted for the purpose of forming an opinion on the financial statements that 
collectively comprise the Bond Program’s basic financial statements. The accompanying supplementary 
information as listed in the table of contents are presented for purposes of additional analysis and are not a 
required part of the financial statements. 

Such information is the responsibility of management and was derived from and relates directly to the 
underlying accounting and other records used to prepare the financial statements. Such information has 
been subjected to the auditing procedures applied in the audit of the basic financial statements and certain 
additional procedures, including comparing and reconciling such information directly to the underlying 
accounting and other records used to prepare the financial statements or to the financial statements 
themselves, and other additional procedures in accordance with auditing standards generally accepted in 
the United States of America. In our opinion, the accompanying supplementary information as listed in 
the table of contents are fairly stated, in all material respects, in relation to the financial statements as a 
whole. 

The supplementary information as listed in the table of contents has not been subjected to the auditing 
procedures applied in the audit of the basic financial statements, and accordingly, we do not express an 
opinion or provide any assurance on it. 
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Other Reporting Required by Government Auditing Standards 

In accordance with Government Auditing Standards, we have also issued our report dated June 10, 2014 
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. 

James Marta & Company LLP 
Certified Public Accountants 
June 10, 2014 
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CALIFORNIA POLLUTION CONTROL FINANCING AUTHORITY 

BOND PROGRAM 


MANAGEMENT’S DISCUSSION AND ANALYSIS 


JUNE 30, 2013  


This section of the financial statements of the Bond Program accounts and records of the Authority 
presents the analysis of the financial performance of the Authority’s Bond Program monies during the 
fiscal year that ended on June 30, 2013. Please read it in conjunction with the financial statements that 
follow this section. 

GENERAL BACKGROUND, OVERVIEW AND PROGRAMS 

CPCFA’s Consolidated Fund 
CPCFA was established by Chapter 1257 (Statutes of 1972), with subsequent changes provided by 
Chapter 342 (Statutes of 1985), to provide California businesses with alternative methods of financing 
pollution control facilities. Over the last 40 years, CPCFA has evolved to meet California’s needs not 
only through its Pollution Control Tax-Exempt Bond Program, but also: 1) for small businesses through 
the California Capital Access Program (CalCAP) and related financing programs, and 2) through grants 
and loans for the reuse and redevelopment of brownfields through the California Recycle Underutilized 
Sites Program (CALReUSE). The Authority’s conduit financing activities include the Bond Program 
Support Fund and the Small Business Assistance Fees (SBAF) and can be collectively referred to as the 
Bond Program. 

CPCFA has unusual status in State Government in that its statutes directed the creation of one “catch-all” 
fund that is continuously appropriated to administer all of the above statutorily-mandated programs 
(“Fund”). Consequently, all revenues and expenditures for all of CPCFA’s programs are consolidated in 
that Fund, and have been since the inception of the Authority. The Administration and the Legislature 
authorized CPCFA, and its Fund, to have maximum flexibility in administering state authorized 
programs. This is fairly exclusive given that most state agencies establish a separate fund for each 
revenue source to enable the tracking of revenues received and expenditures made for each program, as 
specified.  

CPCFA contracts with the State Treasurer’s Office (STO) for administrative services which includes full 
accounting services for its consolidated Fund. The STO’s Accounting Unit is required to utilize the 
State’s California State Accounting & Reporting System (CALSTARS) developed in 1980-81.  
CALSTARS was designed to conform to Generally Accepted Accounting Principles (GAAP) as 
necessary, and to satisfy Government Codes, the State Administrative Manual (SAM), and other legally-
mandated state accounting requirements. CALSTARS also incorporates the state's Uniform Codes 
Manual (UCM) to provide for consistency and uniformity. As evidenced by the STO Accounting Unit’s 
annual “Certificate for Achieving Excellence in Financial Reporting” awarded by the State Controller’s 
Office for the errorless preparation of specified CPCFA year-end financial reports, the accounting 
services provided to CPCFA are in compliance with all applicable state laws, rules and regulations. For 
the past 40 years, STO accounting staff provided comprehensive accounting services for CPCFA’s Fund 
in the aggregate—but not its individual programs as anticipated by the independent audit of the Bond 
Program accounts and records directed by Senate Bill 99 in 2010.   

Issues related to Authority accounts, including maintaining books, making adjustments to entries, 
reporting to other state entities and related activities are the responsibility of the STO. To follow up on 
last year’s 2011-12 audit, the Authority continues to work with the STO to identify areas where the 
Authority should maintain more direct knowledge and oversight of the accounts and funds traditionally 
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CALIFORNIA POLLUTION CONTROL FINANCING AUTHORITY 

BOND PROGRAM 


MANAGEMENT’S DISCUSSION AND ANALYSIS 


JUNE 30, 2013  


overseen by the STO including areas that STO should consult with the Authority prior to making certain 
changes to financial statements and accounting records. 

The relationship between CPCFA and STO, including the Accounting Unit, acknowledges that CPCFA 
retains the policy and program direction and expertise over the Bond Program, and that STO and its 
Accounting Unit retains the subject matter expertise for accounting principles and practices. This 
relationship and acknowledgment reduces redundancy, relieving CPCFA of expense associated with 
hiring internal accounting specialists. In this discussion and analysis, while it is presumed that the 
Authority is ultimately responsible its financial statements, the use of the term “Management” hereinin 
this discussion and related audit documents refers to responsibilities or decisions which by nature are 
shared due to CPCFA’s reliance on STO’s expertise in preparing financial records. 

Conduit Finance Activity 
Since 1972, the Authority has served as a conduit issuer for eligible California businesses for the 
acquisition, construction, or installation of qualified pollution control, waste disposal, resource recovery 
and water furnishing facilities. The Authority also provides additional financial assistance to California 
businesses that meet the size standards set forth in Title 13 of the Code of Federal Regulations or are an 
eligible small business, which is defined as 500 employees or less, including affiliates. 

The Authority uses the Small Business Assistance Fees (SBAF) collected from large businesses to help 
pay for the costs of issuance of tax-exempt bonds issued on behalf of small businesses. The SBAF may 
be used to pay for costs such as letter of credit fees, transaction fees and other costs associated with the 
issuance of bonds. This assistance reduces the net cost of financing to the small business to make it more 
competitive. On April 23, 2013, CPCFA waived the collection of SBAF from large businesses to 
incentivize the issuance of bonds, but continues to offer the subsidy to qualifying small businesses. 

During the fiscal year ended June 30, 2013, the Authority served as the issuer for $807,734,000 in tax 
exempt bonds. As of June 30, 2013, the Authority’s total conduit debt issued was $13,988,026,437 and 
total conduit debt outstanding was $4,029,734,330. 

OVERVIEW OF THE FINANCIAL STATEMENTS 

This financial report of the Authority’s Bond Program includes the Independent Auditors’ Report, 
Management Discussion and Analysis (MD&A), basic financial statements, accompanying notes and 
supplemental information. 

REQUIRED FINANCIAL STATEMENTS 

The financial statements of the Authority’s Bond Program report information using accounting methods 
similar to those used by private sector companies. These statements offer both short-term and long-term 
financial information about its activities. 

The Statement of Net Position include all of the assets and liabilities of the Authority’s Bond 
Program for the year ended June 30, 2013 and provides information about the nature and amounts 
of investments in resources (assets) and the obligations to creditors (liabilities). It also provides 
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CALIFORNIA POLLUTION CONTROL FINANCING AUTHORITY 

BOND PROGRAM 


MANAGEMENT’S DISCUSSION AND ANALYSIS 


JUNE 30, 2013  


the basis for computing rates of return, evaluating the capital structure of the Authority and 
assessing the liquidity and financial flexibility of the Authority’s Bond Program. 

The Statement of Revenues, Expenses and Changes in Net Position accounts for all of the 
revenue and expenses of the Authority’s Bond Program for the year ended June 30, 2013. This 
statement reflects the results of the Bond Program’s operations over the year and can be used to 
determine the credit worthiness and its ability to successfully recover all its costs through fees, 
investment income and other revenues. 

The Statement of Cash Flows provides information about the Authority’s Bond Program’s cash 
receipts and cash payments during the year ended June 30, 2013. This statement reports cash 
receipts, cash payments, and net changes in cash resulting from operations, capital and related 
financing, noncapital financing and investment activities. The statement provides answers to 
questions of where cash came from, what cash was used for and what caused changes in cash for 
the reporting period covered. 

The accompanying Notes to the Financial Statements provide additional information that is essential to a 
full understanding of the data provided in the financial statements. 

In addition to the basic financial statements and accompanying notes, the final section in this report also 
presents certain supplementary information. This supplementary information section contains the detail 
of conduit bonds issued and conduit bonds outstanding as of June 30, 2013. 

ANALYSIS OF CHANGE IN BOND PROGRAM BALANCE FOR FISCAL YEAR ENDED JUNE 
30, 2013 

Statement of Net Position 
The net position of the Bond Program was $28,724,075 as of June 30, 2013, of which $28,690,275 was 
restricted. The net position of the CPCFA Bond Program increased by $335,975 from one year ago (2012 
to 2013) due to an increase in bond issuance closing fees received. 
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CALIFORNIA POLLUTION CONTROL FINANCING AUTHORITY 

BOND PROGRAM 


MANAGEMENT’S DISCUSSION AND ANALYSIS 


JUNE 30, 2013  


The following table presents a condensed, combined statement of net position as of June 30, 2013, 2012 
and 2011, and the dollar change from 2012 to 2013. 

Diffe  re  nce 
FY 2011 FY 2 012 FY 20 13 

(2012 to 2013) 

Total Ass e  ts Current $29,956,036 $28,548,360 $28,753,241 $204,881 

Capital $1,270 $39,000 $33,800 ($5,200) 

Total Liabilities  Current $144,946 $199,260 $62,966 ($136,294) 

Total Ne t As s e  ts Restricted $29,811,090 $28,349,100 $28,690,275 $341,175 

Inv es ted in 
Cap it al As s ets 

$1,270 $39,000 $33,800 ($5,200) 

Assets 
Total assets increased by $199,681 from the prior year. 

Liabilities 
Total liabilities were $62,966 as of June 30, 2013, representing a decrease of $136,294 from the prior 
fiscal year. 

Statement of Revenues, Expenses and Changes in Net Position 
CPCFA Bond Program revenues were $1,784,674 while expenses were $1,448,699. 

Diffe re nce 
FY 2011 FY 2012 FY 2013 (12-13) 

P rogram Revenues Fees $1,297,397 $ 353,881 $1,668,634 $1,314,753 
Nonoperating 146,143 (915,390) 116,040 1,031,430 

Total Revenues 1,443,540 (561,509) 1,784,674 2,346,183 

P rogram Expenses Salaries & Wages 526,487 441,088 412,967 (28,121) 
Services & Supplies 244,364 11,678 3,496 (8,182) 
Consultants Services 169,795 412,828 304,850 (107,978) 
Small business financing assistance 738,080 - 715,224 715,224 
Operating Expenses 2,483 10,931 12,162 1,231 

Total Expenses 1,681,209 876,525 1,448,699 572,174 

Transfers Out (1,510,328) (341,120) 341,120 

Changes in Net P osition (1,747,997) (1,779,154) 335,975 

P rior Period Adjustment 354,894 

7 



    
 

 
   

 

 
 

  

 
 

            
              

              
              

  
 

   
  

  
    

 
               

                
              

                 
               

   
 

          
             

              
       

 
               

   
 












CALIFORNIA POLLUTION CONTROL FINANCING AUTHORITY 

BOND PROGRAM 


MANAGEMENT’S DISCUSSION AND ANALYSIS 


JUNE 30, 2013  


BOND PROGRAM OUTLOOK 

Business investment in California using tax-exempt bonds has declined noticeably during the recent 
economic downturn. As a result, Private Activity Bond (PAB) allocation has gone unused and CPCFA 
has received unused allocation as Carryforward Allocation. As of January 1, 2014, CPCFA has $3.3 
billion in Carryforward Allocation available for both small and large businesses to issue PABs. Available 
allocation is listed in the table below. 

Total 2011 – 2013 Carryforward Allocation Available $3,323,384,159 
Solid Waste Disposal $1,650,000,000 
Sewage Facilities $373,384,159 
Water Furnishing $1,300,000,000 

As the SBAF fund currently has a balance of approximately $15.6 million, CPCFA has implemented a 
temporary SBAF fee waiver, until June 30, 2015, for large businesses. This will not affect the SBAF 
assistance given to small businesses. CPCFA staff anticipates that the temporary fee waiver will entice 
large businesses to issue PABs by noticeably reducing a portion of the cost of issuance. The fee waiver 
could also serve as an incentive for national companies to focus investment in California while their 
overall fees are lower. 

Additionally, as described above in CPCFA’s Consolidated Fund the Bond Program typically provides 
financial support to other CPCFA programs and this is reflected in Statement of Revenues, Expenses 
and Changes in Net Position, although no such transfers occurred in FY 2012-2013. It is anticipated that 
some of these programs will reimburse the Bond Program for administrative expenses in FY 2013-2014. 

The Bond Program does not receive any on-going State General Fund support and continues to generate 
revenues sufficient to support operating expenses. 
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CALIFORNIA POLLUTION CONTROL FINANCING AUTHORITY 

BOND PROGRAM 


MANAGEMENT’S DISCUSSION AND ANALYSIS 


JUNE 30, 2013  


ANALYSIS OF 2013 ACTIVITIES 

Applications received in FY 2012/2013: 

The following schedule presents a summary of applications received during the fiscal year ended June 30, 
2013: 

Application Date Project 
Number Received Applicant Name Type Amount 

863 07/17/2012 Alameda County Industries, LLC SWD* $10,275,000 
864 09/14/2012 Blue Line Transfer, Inc. SWD $10,165,000 
865 11/27/2012 Menlo Energy, LLC SWD $10,000,000 
866 01/22/2013 Garden City Sanitation, Inc. SWD $8,905,000 
867 01/22/2013 CR&R, Incorporated SWD $22,000,000 
868 02/12/2013 Solid Wastes of Willits, Inc. SWD $1,000,000 
869 06/14/2013 Arakelian Enterprises, Inc. SWD $35,000,000 
870 06/20/2013 KVB, Inc. SWD $17,500,000 

TOTAL: $114,845,000

 * Solid Waste Disposal 
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CALIFORNIA POLLUTION CONTROL FINANCING AUTHORITY 

BOND PROGRAM 


MANAGEMENT’S DISCUSSION AND ANALYSIS 


JUNE 30, 2013  


Initial Resolutions (IR) adopted in FY 2012/2013: 

The following schedule presents a summary of Initial Resolutions adopted during the fiscal year ended 
June 30, 2013: 

IR Date Project 
No. Approved Applicant Name Type Amount 

12-06 07/17/2012 California Waste Solutions, Inc. SWD* $66,000,000 
12-07 07/17/2012 Zero Waste Energy, LLC SWD $2,000,000 
12-08 07/17/2012 Atlas Disposal Industries, LLC SWD $6,775,000 
12-09 08/21/2012 Alameda County Industries, LLC SWD $10,275,000 
12-10 10/16/2012 Blue Line Transfer, Inc. SWD $10,165,000 
13-01 01/15/2013 Menlo Energy, LLC SWD $15,000,000 
13-02 02/19/2013 Garden City Sanitation, Inc. SWD $8,905,000 
13-03 02/19/2013 CR&R, Incorporated SWD $22,000,000 
13-04 03/19/2013 Solid Wastes of Willits, Inc. SWD $1,000,000 

TOTAL: $142,120,000

 *Solid Waste Disposal 

Final Resolutions (FR) adopted in FY 2012/2013: 

The following schedule presents a summary of Final Resolutions adopted during the fiscal year ended 
June 30, 2013: 

FR Date Project 
No. Approved Applicant Name Type Amount 
521 08/21/2012 eCullet LLC SWD* $5,485,000 
524 08/21/2012 California Waste Recovery Systems, LLC SWD $7,610,000 
526 09/18/2012 Best Way Disposal Company, Inc. SWD $15,600,000 
527 10/16/2012 Ratto Group of Companies, Inc. SWD $16,500,000 
528 11/13/2012 NASA Services, Inc. SWD $6,584,000 
529 11/13/2012 Alameda County Industries SWD $10,275,000 
515 11/30/2012 Poseidon Resources LP WF** $570,000,000 
530 11/30/2012 San Diego County Water Authority WF $270,000,000 

TOTAL: $902,054,000

    *Solid Waste Disposal 
  **Water Furnishing 
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CALIFORNIA POLLUTION CONTROL FINANCING AUTHORITY 

BOND PROGRAM 


MANAGEMENT’S DISCUSSION AND ANALYSIS 


JUNE 30, 2013  


Bonds sold in FY 2012/2013: 

The following schedule presents a summary of bonds sold during the fiscal year ended June 30, 2013: 

Beginning 
Closing Project Amount of Interest 

Date Applicant Name Type Issue Rate Mode 
07/18/2012 Metropolitan Recycling SWD* $12,120,000 .24 Weekly 
08/30/2012 California Waste Recovery Systems, LLC SWD $7,610,000 .22 Weekly 
09/10/2012 eCullet LLC SWD $5,485,000 12.00 Fixed 
10/10/2012 Best Way Disposal Company, Inc. SWD $15,600,000 .50 Weekly 

11/02/2012 Ratto Group of Companies SWD $16,500,000 .26 Weekly 

11/30/2012 NASA Services, Inc. SWD $6,584,000 2.50 Monthly 

12/05/2012 Alameda County Industries SWD $10,275,000 .41 Weekly 

12/24/2012 Poseidon Resources LP WF** $530,345,000 5.00 Term 

12/24/2012 San Diego County Water Authority WF $203,215,000 5.00 Term 
TOTAL: $807,734,000 

        *Solid Waste Disposal 

      **Water Furnishing 


Note: All bond sales negotiated. 

REQUESTS FOR INFORMATION 

This financial report is designed to provide a general overview of the Authority’s Bond Program’s 
financial position and is intended for distribution to a variety of interested parties. Questions concerning 
any of the information provided in this report or requests for additional information should be addressed 
to the Executive Director, California Pollution Control Financing Authority, 915 Capitol Mall, Room 457, 
Sacramento, California 95814. 
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CALIFORNIA POLLUTION CONTROL FINANCING AUTHORITY 

BOND PROGRAM 


STATEMENT OF NET POSITON 


AS OF JUNE 30, 2013 


Current Assets 
Cash and cash equivalents 
Due from other state agencies 
Interest receivable 

Total Current Assets 

ASSETS 

$ 27,954,393 
781,172 
17,676 

28,753,241 

Noncurrent Assets 
Capital assets, net 

Total Noncurrent Assets 
Total Assets $ 

33,800 
33,800 

28,787,041 

Current Liabilities 
Accounts payable 
Due to other funds 
Other liabilities - accrued leave 

Total Current Liabilities 

LIABILITIES AND NET POSITION 

$ 44,874 
121 

17,971 
62,966 

Net Position 
Invested in capital assets 
Restricted for purposes specified in enabling legislation 

Total Net Position 

33,800 
28,690,275 
28,724,075 

Total Liabilities and Net Position $ 28,787,041 

See accompanying notes to the basic financial statements. 12 



    
 

 
     

 
    

 
 

     

 
 

           
                         
                  

            

 
              

                  
              

               
                

            

              

  
               

               

                

           

  
 












CALIFORNIA POLLUTION CONTROL FINANCING AUTHORITY 

BOND PROGRAM 


STATEMENT OF REVENUES, EXPENSES AND CHANGES IN NET POSITION 


FOR THE FISCAL YEAR ENDING JUNE 30, 2013 


Operating Revenues 
Application fees 
Closing fees 
SBAF fees 
Agent for sale fees 

Total Operating Revenues 

$ 39,670 
1,592,958 

6 
36,000 

1,668,634 

Operating Expenses 
Salaries, wages and benefits 
Services and supplies 
Consultant services 
Small business financing assistance 
Operating expenses 

Total Operating Expenses 

412,967 
3,496 

304,850 
715,224 
12,162 

1,448,699 

Operating Income 219,935 

Nonoperating Revenues (Expenses) 
Interest and Investment Income 

Total Nonoperating Revenues 
116,040 
116,040 

Changes in Net Position 335,975 

Net Position Beginning of Year 28,388,100 

Net Position, End of Year $ 28,724,075 

See accompanying notes to the basic financial statements. 13 



    
 

 
   

 

 
 

     

   
  
               
                 

                
                  

   
   

                    

                     

  

  

    
 

 
                    

                     

  
                

                     

  

 












CALIFORNIA POLLUTION CONTROL FINANCING AUTHORITY 

BOND PROGRAM 


STATEMENT OF CASH FLOWS 


JUNE 30, 2013 


Cash Flows From Ope rating Activities 
Receipts from fees $ 1,561,759 
Payments to vendors (413,795) 
Payments for salaries and benefits (403,867) 
Small Business Assistance (640,224) 

Net cash provided by operating activities 103,873 

Cash Flows From Inve sting Activities 
Interest and investment income received 108,794 

Net cash used by investing activities 108,794 

Net increase in cash and cash equivalents 212,667 

Cash and Equivale nts, Be ginning of Ye ar 27,741,726 

Cash and Equivale nts, End of Ye ar $ 27,954,393 

Reconciliation of operating income to net cash provided by operating activities: 
Operating income $ 219,935 

Depreciation 5,200 

(Increase) decrease in: 
Prepaid expenses 2,879 
Due from other funds or agencies 12,153 

Increase (decrease) in: 
Accounts payable (26,366) 
Other liabilities - accrued leave (3,053) 
Deposits (106,875) 

Net cash provided (used) by operating activities $ 103,873 

See accompanying notes to the basic financial statements. 14 



    
 

 
    

 

 
 

      
 

           
            

             
          

 
 

            
          

           
                 

               

 
            

                
         

               
               

              
    

 
               

             
              

             
               

            
 

 
              
              

              
              

               
           

                
      












CALIFORNIA POLLUTION CONTROL FINANCING AUTHORITY 

BOND PROGRAM 


NOTES TO THE FINANCIAL STATEMENTS 


JUNE 30, 2013 


1. ORGANIZATION AND NATURE OF OPERATIONS 

California Pollution Control Financing Authority (the Authority), a state agency within the 
California State Treasurer’s Office, was created in 1972 to assist California businesses to meet their 
growth and capital needs by providing access to low-cost financing through private activity tax-
exempt bonds and loans, and fosters compliance with government imposed environmental 
standards and requirements. 

Irrespective of company size, financing is available for eligible California businesses for the 
acquisition, construction, or installation of qualified pollution control, waste disposal, resource 
recovery and water furnishing facilities. The Authority also provides additional financial assistance 
to California businesses that meet the size standards set forth in Title 13 of the Code of Federal 
Regulations or are an eligible small business, which is defined as 500 employees or less, including 
affiliates. 

The Authority uses the Small Business Assistance Fees (SBAF) collected from larger bond 
transactions to help pay for the costs of issuance of tax-exempt bonds issued on behalf of small 
businesses. The SBAF may be used to pay for costs such as letter of credit fees, transaction fees and 
other costs associated with the issuance of bonds. This assistance reduces the net cost of financing 
to the small business to make it more competitive. As noted in the Management Discussion & 
Analysis, CPCFA has temporarily waived the collection of the fees from large businesses until June 
30, 2015, but continues to provide the assistance to qualifying small businesses. 

Effective January 1, 2010, legislation (Senate Bill 99, which added Chapter 10.7 of Division 6 of 
Title 1, commencing with section 5870, to the Government Code) increased the reporting and 
auditing requirements for conduit issuers. The focus of the legislation was on the joint powers 
authorities that frequently issue bonds and also requires the inclusion of state finance authorities. 
The legislation was written to include the finance authorities chaired by the Treasurer. As a result, 
the Authority must comply with the same reporting/auditing requirements imposed on the joint 
powers authorities.  

The Bond Program is one of many programs administered by the Authority. Other State agencies, 
such as the State Treasurer’s Office and the State Controller’s Office support the Authority by 
providing services and thus allocate a portion of their expenses to the Authority. The Authority 
allocates its portion of such expenses to its different programs along with any direct costs 
associated with each program. The Bond Program is entirely supported by staff at the Authority to 
perform all necessary functions. Thus, the accompanying financial statements of the Authority’s 
Bond Program are not indicative of the Authority’s financial position or net assets as a whole but 
only of that portion of the Authority’s financial statements related to the Bond Program. 

15 



    
 

 
    

 

 
 

   
 

  
 

             
             

           
          

         
   

 
      

 
 

          
             

            
      

              
               

  
 

         
         

            
            

  
  

     
 

            
             

             

 
 

 
    
             

       












	 

	 

	 




	 

	 

CALIFORNIA POLLUTION CONTROL FINANCING AUTHORITY 

BOND PROGRAM 


NOTES TO THE FINANCIAL STATEMENTS 


JUNE 30, 2013 


2.	 SIGNIFICANT ACCOUNTING POLICIES 

A.	 BASIC FINANCIAL STATEMENTS 

The basic financial statements of the Authority’s Bond Program (i.e. the Statement of Net 
Position, the Statement of Revenues, Expenses and Changes in Net Position and Statement of 
Cash Flows) have been prepared in conformity with U.S. generally accepted accounting 
principles (GAAP) as applied to governmental units. The financial statements report 
information on the Authority’s Bond Program and are presented in accordance with standards 
established by the Governmental Accounting Standards Board (GASB). 

B.	 MEASUREMENT FOCUS, BASIS OF ACCOUNTING AND 

FINANCIAL STATEMENT PRESENTATION 


The basic financial statements are prepared on the economic resource measurement focus and 
the accrual basis of accounting. Accordingly, all assets and liabilities (whether current or 
noncurrent) are included on the Statement of Net Position. The Statement of Revenues, 
Expenses and Changes in Net Position presents increases (revenues) and decreases (expenses) 
in total net position. Under the accrual basis of accounting, revenues are recognized in the 
period in which they are earned while expenses are recognized in the period in which the 
liability is incurred. 

The Authority distinguishes operating revenues and expenses from non-operating items. 
Operating revenues and expenses generally result from providing services. Operating 
expenses include the cost of sales and services, general and administrative expenses and 
depreciation of capital assets. All revenues and expenses not meeting this definition are 
reported as non-operating revenues and expenses. 

C.	 CASH AND CASH EQUIVALENTS 

The Bond Program’s cash and cash equivalents are considered cash and short term 
investments that are held on deposit with the State Controller’s Office. Cash receipts and 
disbursements of the Authority are made through a cash pool maintained by the State 
Controller. 

D.	 ACCOUNTS RECEIVABLE 

Accounts receivable consist of application, initial and closing fees receivable on conduit bond 
financing programs. As of June 30, 2013, accounts receivable are $976 and management set 
up an allowance to reserve the full amount receivable as no payment is expected. 

16 



    
 

 
    

 

 
 

 

   
 

             
               

             
       

 
             

            
    

 
     

 
            

              
      

      
 

   
 

              
             

              
               

        
 

    
 

       
 

              
             

  
 

             
          

  
 

               
        

 
                 

               
    















CALIFORNIA POLLUTION CONTROL FINANCING AUTHORITY 

BOND PROGRAM 


NOTES TO THE FINANCIAL STATEMENTS 


JUNE 30, 2013 


E. CAPITAL ASSETS 

Capital assets are recorded at cost and consist of furniture, fixtures and equipment and 
software. The costs of normal maintenance and repair that do not add to the value of the asset 
or materially extend asset lives are not capitalized. Depreciation is being provided using the 
straight-line method over the estimated useful lives of the assets ranging from 5 to 10 years. 

As of June 30, 2013, all capital assets were fully depreciated except for internally-developed 
software with a value of $39,000 with current depreciation and accumulated depreciation of 
$5,200 for a new book value of $33,800. 

F. IMPAIRMENT OF CAPITAL ASSETS 

The Authority reviews its capital assets for impairment whenever events or changes in 
circumstances indicate that there has been a decline in service utility that is large in 
magnitude and outside of the normal life cycle of the capital asset being evaluated. As of June 
30, 2013, there has been no impairment of the capital assets. 

G.   OTHER LIABILITIES - ACCRUED LEAVE 

Other Liabilities - Accrued Leave on the statement of net position includes vested and unpaid 
vacation and annual leave. It is anticipated that compensated absences will generally not be 
used in excess of a normal year’s accumulation. Unused sick leave balances are not included 
in the liability because they do not vest to employees. For further information, refer to the 
financial statements of the State of California for the year ended June 30, 2013. 

H. NET ASSETS 

In the statement of net position, net position is classified in the following categories: 

Invested in Capital Assets, Net of Related Debt - This amount consists of capital assets 
net of accumulated depreciation and reduced by outstanding debt that is attributed to the 
acquisition or improvement of the assets. 

Restricted Net Position - This amount is restricted by external contributors, or laws or 
regulations of other governments or constraints imposed by law through constitutional 
provisions or enabling legislation. 

Unrestricted Net Position - This amount is all net position that do not meet the definition 
of “invested in capital assets, net of related debt” or “restricted net position.” 

As of June 30, 2013, all of the net position of the Bond Program are classified as restricted by 
enabling legislation for purposes specified in the Act as described in Note 1, except for those 
invested in capital assets totaling $33,800. 

17 



    
 

 
    

 

 
 

       
 

            
             
             

             
                
     
              

  
 

        
 

           
  

               
               

               
             

   
   

 
      

 
           

             
              

            
  

 
   

 
 

 
               

             
                

                
              

     
 

             
           

         












CALIFORNIA POLLUTION CONTROL FINANCING AUTHORITY 

BOND PROGRAM 


NOTES TO THE FINANCIAL STATEMENTS 


JUNE 30, 2013 


I . GENERAL AND ADMINISTRATIVE EXPENSES 

The Authority is subject to an allocation of intradepartmental support costs in accordance 
with an agreement between the Authority and the State Treasurer’s Office (STO). Such costs 
could affect the Authority’s financial position or operating results in a manner that differs 
from those that might have been obtained if the Authority was autonomous. The Authority 
records these costs as invoiced by STO for the fiscal year and allocates the costs to its 
different programs. However, the allocation is subject to review and adjustment subsequent to 
year-end. Any adjustment is included on invoices and recorded in the period in which the 
adjustment is identified. 

J . COST ALLOCATION WITHIN THE AUTHORITY 

The Authority also allocates certain general and administrative expenses to its different 
programs based upon the employee head count of each program. The payroll and related costs 
for five employees have been allocated to the Bond Program along with 20% of the payroll 
and related costs of the Executive Director, 30% of the payroll and related costs of the 
Deputy Executive Director and 25% of the payroll and related costs of the Manager II. The 
percentage derived from total payroll and related costs allocated to the Bond Program over 
the total payroll and related costs of the Authority, has been used to allocate other general and 
administrative expenses which are not directly expended from the Bond Program. 

K. USE OF ESTIMATES 

The preparation of financial statements in conformity with GAAP requires management to 
make estimates and assumptions that affect the reported amounts of assets and liabilities and 
disclosure of contingent assets and liabilities at the date of the financial statements and the 
reported amounts of revenue and expenses during the reporting period. Actual results could 
differ from those estimates. 

3. CASH IN STATE TREASURY 

Deposits with State Controller 

The Authority invests excess cash funds in the Surplus Money Investment Fund (SMIF). All of the 
resources of SMIF are invested through the Pooled Money Investment Board and is administered 
by the office of the State Controller. As of June 30, 2013, the Authority’s Bond Program invested 
funds in SMIF in the amount of $27,954,393. During the year ended June 30, 2013, the Authority’s 
Bond Program earned interest and investment income in the amount of $116,040 of which $17,676 
is receivable as of June 30, 2013. 

Disclosures regarding interest rate risk, credit risk, concentration of credit risk, custodial risk and 
other additional detailed disclosures required by GASB regarding cash deposits and investments, 
are presented in the financial statements of the State of California for the year ended June 30, 2013. 
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CALIFORNIA POLLUTION CONTROL FINANCING AUTHORITY 

BOND PROGRAM 


NOTES TO THE FINANCIAL STATEMENTS 


JUNE 30, 2013 


4. DUE FROM OTHER STATE AGENCIES 

The Authority entered into multiple loan agreements with California Alternative Energy and 
Advanced Transportation Financing Authority (CAEATFA) for amounts up to $849,500. The loans 
are interest-bearing based on variable interest rate determined by the Pooled Money Investment 
Board and are due on demand. As of June 30, 2013, outstanding loans made using funds from the 
Bond Program amounting to $781,172 are due from CAEATFA and are included in due from other 
state agencies on the statement of net assets. 

The Authority entered into a loan agreement with California Urban Waterfront Area Restoration 
Financing Authority (CUWARFA). The loan is interest- bearing and had a balance of $1,022,985 
the last time the contract was renewed with CUWARFA on June 30, 1998. CUWARFA did not 
remit payment to the Bond Program by the amended due date of the loan in 2003. CUWARFA is 
currently a dormant agency. While CUWARFA may repay the Authority at some future date, the 
likelihood and timing of any future repayment is uncertain. Accordingly, an allowance for the full 
amount due from CUWARFA was recorded during fiscal year 2012. No change in the allowance 
was made in during the fiscal year 2013. 

5. CAPITAL ASSETS 

Capital assets are comprised of the following at June 30, 2013: 

July 1, 2012 Additions Deletions June 30, 2013 
Fixtures, furniture and equipment $ 87,702 $ 87,702 
Software 39,000 39,000 
Accumulated depreciation (87,702) (5,200) (92,902) 

Net Capital Assets $ 39,000 $ (5,200) $ - $ 33,800 

6. CONDUIT FINANCING ACTIVITY 

The Authority acts as a conduit by assisting eligible borrowers with access to low interest rate 
capital markets through the issuance of tax-exempt revenue bonds. The financings are secured by 
the full faith and credit of the participating institutions, and the Authority is not responsible for 
payment in any financing. As a result, the financing obligations are not recorded in the Authority’s 
financial statements. The borrowers’ obligations generally are, but need not be, secured by 
insurance, a letter of credit or guaranty. 

At June 30, 2013, the aggregate amount of the Authority’s conduit debt obligations outstanding 
issued on behalf of program participants totaled $4,029,724,330. 
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CALIFORNIA POLLUTION CONTROL FINANCING AUTHORITY 

BOND PROGRAM 


NOTES TO THE FINANCIAL STATEMENTS 


JUNE 30, 2013 


6. CONDUIT FINANCING ACTIVITY (CONTINUED) 

The Authority’s conduit financing activity for the year ended June 30, 2013 is as follows: 

Debt issued 
during fiscal Debt outstanding 
year 2013 at June 30, 2013 

Qualified Private Activity Debt (third party debt) (third party debt) 

Industrial development bonds $ - $ 4,322,002 
Solid waste disposal facilities bonds 74,174,000 3,144,677,328 
Water furnishing facilities revenue bonds 733,560,000 826,290,000 
Wastewater treatment/sewage facilities - 54,435,000 

Total Conduit Debt Issued and Outstanding $ 807,734,000 $ 4,029,724,330 

7. EMPLOYEE RETIREMENT PLAN 

The Authority is a participant in the State of California’s Public Employees’ Retirement System 
(CalPERS), which is a defined benefit contributory retirement plan. CalPERS provides retirement 
and disability benefits, annual cost-of-living adjustments and death benefits to plan members and 
their beneficiaries. CalPERS acts as a common investment and administrative agent for 
participating public entities within the State of California. Since all State agencies are considered 
collectively to be a single employer, the actuarial present value of vested and non-vested 
accumulated plan benefits attributable to the Authority’s employees cannot be determined. The 
significant actuarial assumptions used to compute the actuarially determined State contribution 
requirements are the same as those used to compute the State pension benefit obligation as defined 
by CalPERS. Generally, fulltime and permanent part-time employees are eligible to participate in 
CalPERS. Depending upon the plan option selection, benefits vest after five to ten years of service. 
Participants are eligible for service retirement after age 50 or 55 and must have five to ten years of 
CalPERS credited service, depending upon the tier of participation. Benefit provisions are 
established by state statutes, as legislatively amended, within the Public Employees’ Retirement 
Law. The amount of pension contributions by the Authority to CalPERS is actuarially determined 
under a program where contributions plus the expected earnings of CalPERS will provide the 
necessary funds to pay the earned benefits of the employees when due. The total payroll of the 
Authority is covered. 
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CALIFORNIA POLLUTION CONTROL FINANCING AUTHORITY 

BOND PROGRAM 


NOTES TO THE FINANCIAL STATEMENTS 


JUNE 30, 2013 


7. EMPLOYEE RETIREMENT PLAN (CONTINUED) 

Funding Policy 

Active plan members are required to contribute 8.0% of their salary and the State of California is 
required to contribute an actuarially determined rate. The actuarial methods and assumptions used 
for determining the rate are adopted by the CalPERS Board of Administration. The required 
contribution rate for the fiscal year 2012-13 was 20.503% Tier 1 and 20.457% Tier 2 of annual 
payroll. 

The contribution requirement of the plan members are established by State statute. The Authority’s 
contributions to CalPERS for the fiscal year ended June 30, 2013 was $65,176 and equal 100% of 
the required contributions for the year. 

The Authority’s contribution to CalPERS for the year ended June 30, 2013 was $65,176. Participant 
contributions range from five to eleven percent of their salary depending on the tier of participation. 
The excess of plan assets over vested and unvested benefits at June 30, 2013 was not available. 
Such information is available for CalPERS as a whole, which is audited annually by other 
independent auditors. CalPERS issues a separate comprehensive annual financial report that 
includes financial statements and required supplementary information. Copies of the CalPERS 
annual financial report may be obtained from the CalPERS Executive Office, 400 P Street, 
Sacramento, California 95814. 

Additional detailed disclosure required by GASB, regarding the defined benefit plan are presented 
in the financial statements of the State of California for the year ended June 30, 2013. 

8. OTHER POST EMPLOYMENT BENEFITS (OPEB) 

Upon retirement, the State of California provides health care benefits to the participants in the 
retirement systems to which the State contributes as an employer. A portion of the costs associated 
with the State’s other post-employment benefits is allocated to the Bond Program. Additional 
detailed disclosure required by GASB, regarding other post employment benefits are presented in 
the financial statements of the State of California for the year ended June 30, 2013. 
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CALIFORNIA POLLUTION CONTROL FINANCING AUTHORITY 

BOND PROGRAM 


NOTES TO THE FINANCIAL STATEMENTS 


JUNE 30, 2013 


9. RECONCILIATION WITH FINANCIAL TRANSACTION REPORT SUBMITTED 

On September 24, 2013, the Authority submitted to the State Controller’s office its unaudited 
Financial Transactions Report as of and for the year ended June 30, 2013. On October 15, 2013, the 
Authority submitted a Revised Financial Transactions Report to the Controller’s Office, after STO 
reversed an intangible asset erroneously charged to the Authority. On October 25, 2013, STO 
presented the financial statements to the auditor, which further included certain adjustments 
identified by STO in pre-audit testing, which explains the difference between the revised unaudited 
and audited financial statements. The following schedule summarizes the differences between the 
audited financial statements and the revised unaudited information as of June 30, 2013: 

Original Revised Difference 
Unaudited Unaudited Audited between 

Report Report Financial Revised Unaudited 
Statement of Net Position Submitted Submitted Statements and Audited 

Total assets $ 29,642,669 $ 28,896,794 $ 28,787,041 $ (109,753) 
Total liabilities 169,841 169,841 62,966 (106,875) 

Net Position $ 29,472,828 $ 28,726,953 $ 28,724,075 $ (2,878) 

10. SUBSEQUENT EVENTS 

Management evaluated its fiscal year 2013 financial statements for subsequent events through June 
10, 2014, the date the financial statements were available to be issued. Management is not aware of 
any subsequent events that would require recognition or disclosure in the financial statements. 
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