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December 6, 2010

Members, Board of Directors
Association of California Water Agencies
Joint Powers Insurance Authority

Ladies and Gentlemen:

The Comprehensive Annual Financial Report of the Association of
California Water Agencies Joint Powers Insurance Autharity (JPIA) for
the year ended September 30, 2010, is hereby respectfully submitted.
The JPIA Finance Department prepared this report. Responsibility for
both the accuracy of the presented data and the completeness and
fairness of the presentation, including all disclosures, rests with the
JPIA. We believe the data, as presented, is accurate in all material
respects; that it is presented in a manner designed to fairly set forth the
financial position and results of operations of the JPIA as measured by
the financial activity of its various programs and policy periods; and that
all disclosures necessary to enable the reader to gain the maximum
understanding of the JPIA’s financial affairs have been included.

Maze & Associates, a firm of licensed certified public accountants, has
audited the JPIA’s financial statements. The goal of the independent
audit was to provide reasonable assurance that the financial
statements of the JPIA for the fiscal year ended September 30, 2010,
are free of material misstatements. The independent audit involved
examining on a test basis, evidence supporting the amounts and
disclosures in the financial statements. Also included is an assessment
of the accounting principles used and significant estimates made by
management and an evaluation of the overall financial statement
presentation. The auditor concluded, based upon audit, that there was
a reasonable basis for rendering an unqualified opinion that the JPIA’s
financial statements for the fiscal year ended September 30, 2010, are
fairly presented in conformity with Generally Accepted Accounting
Principles (GAAP). The independent auditor’s report is presented as
the first component of the financial section of this report.
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Management's discussion and analysis (MD&A) immediately follows the independent
auditor’s report. The MD&A provides a narrative introduction, averview, and analysis of
the basic financial statements. The MD&A complements this letter of transmittal and
should be read in conjunction with it.

ASSOCIATION OF CALIFORNIA WATER AGENCIES
JOINT POWERS INSURANCE AUTHORITY PROFILE

The JPIA is a public entity formed in 1979 by 83 California water agencies. It is a
special district in the state of California and its formation and operation are subject to
the provisions of the California Government Code.

The JPIA is dedicated to consistently and cost effectively providing the broadest
possible affordable insurance coverages and related services to its member agencies.
The JPIA provides risk-sharing pools to meet the needs of its members for Liability,
Property, and Workers’ Compensation coverage. Besides handling covered claims for
its members, it provides risk management services and training programs. Additionally,
the JPIA continues to provide members with a training library to help prevent losses.

As of September 30, 2010, the JPIA had 291 members. Each member selects one
representative to serve as a director on the JPIA Board of Directors. From this body
nine members are elected to serve with staggered terms as a member of the JPIA’s
Executive Committee. The current Vice President of the Association of California Water
Agencies also serves as a voting member on the Executive Committee.

The JPIA’s reporting entity includes all activities of the Board of Directors and staff
considered part of and controlled by the JPIA. This includes financial activities relating
to all programs and insurance pools of the JPIA.

LOCAL ECONOMY

The State of California like the rest of the nation has been immersed in a recession.
With approximately 1 in 8 workers unemployed economic growth has been thwarted.
The Sacramento area in which the JPIA operates, has a significant part of its workforce
represented by federal and state employees. With the increasing pressure of both
federal and state government to spend less and reduce deficits, the circumstances have
not been ideal for many government agencies. Despite these challenges the JPIA
maintained its workforce and has not had to make any cuts in staffing.
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LONG-TERM FINANCIAL PLANNING

With its net assets exceeding one year's expenses, the JPIA is in sound financial
position due to its long-term financial planning. For over 10 years the JPIA has
collected catastrophic funds as part of its member deposit premiums. For each policy
year that catastrophic funds were collected the amount was 10% of the deposit
premium. Since these funds are only used when the losses for a policy year exceed
150% of budgeted losses, the JPIA has had minimal instances of expending these
monies for losses. As a result many of the long term JPIA members have nearly 10
years of catastrophic funds on account, cushioning them from adverse changes to
expected losses as well as significant changes to their deposit premiums in the future.
This past year the JPIA Board elected a new president. With the new leadership the
JPIA intends during fiscal year 2011 to review long-term financial planning.

INTERNAL ACCOUNTING CONTROLS

The JPIA’s accounting system is organized so that each program can be accounted for
and evaluated independently. Policy periods are also accounted for separately for each
program. The assets, liabilities, revenues and expenses of each year are reported on a
full accrual basis. All transactions are accounted for in a governmental enterprise fund.

JPIA management is responsible for establishing and maintaining internal controls
designed to ensure that assets are protected from loss, theft or misuse and to ensure
that adequate accounting data is compiled to allow for the preparation of financial
statements in conformity with GAAP, and the activities and reporting of the JPIA are in
compliance with relevant laws and regulations. Internal accounting controls are
designed to provide reasonable assurance that these objectives are met. The concept
of reasonable assurance recognizes that the cost of a control should not exceed the
benefits likely to be derived and that the evaluation of costs and benefits requires
estimates and judgments by management.

All internal control decisions are made within the above guidelines. Management
believes that the JPIA’s internal accounting controls adequately safeguard assets and
provide reasonable assurance of proper recording of financial transactions.

AWARDS & ACKNOWLEDGEMENTS
The Government Finance Officer Association of the United States and Canada (GFOA)

awarded a Certificate of Achievement for Excellence in Financial Reporting to the JPIA
for its comprehensive annual financial report for the fiscal year ended September 30,
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2009. In order to be awarded a Certificate of Achievement, a government must publish
an easily readable and efficiently organized comprehensive annual financial report.
This report must satisfy both generally accepted accounting principles and applicable
legal requirements.

A Certificate of Achievement is valid for a period of one year only. We believe that our
current comprehensive annual financial report continues to meet the Certificate of
Achievement Program’s requirements and we are submitting it to the GFOA to
determine its eligibility for another certificate.

The preparation of this report would not have been possible without the efficient and
dedicated services of the entire staff of the Finance Department. We would like to
express our appreciation to all staff members who assisted and contributed to the
preparation of this report.

Our sincere appreciation is expressed to the members of the JPIA’s Finance & Audit
Committee and Executive Committee for their support in maintaining the highest
standards of professionalism in the management of JPIA finances.

Our appreciation is also extended to each Director and Alternate Director of the Board
of Directors and to all Committee and Subcommittee members for their commitment to
the JPIA.

We stand ready to any answer questions you may have regarding the contents of this
report.

Respectively Submitted,

Walter “Andy” Sells
Chief Financial & Operations Officer

Ol deBsreonds,
David deBernardi, CPA
Director of Finance
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Certificate of
Achievement
for Excellence
in Financial
Reporting

Presented to

ACWA/Joint Powers
Insurance Authority, California

For its Comprehensive Annual
Financial Report
for the Fiscal Year Ended
September 30, 2009

A Certificate of Achievement for Excellence in Financial
Reporting is presented by the Government Finance Officers
Association of the United States and Canada to
government units and public employee retirement
systems whose comprehensive annual financial
reports (CAFRs) achieve the highest
standards in government accounting
and financial reporting,

i

President

Hy # G

Executive Director

m
Q‘ :.E OF,:-,“ :LL_

Q
& /i zu STAIES ,.\L%
Ly

vii



FINANCIAL SECTION



Moaze &

ASSOCIATES

ACCOUNTANCY CORPORATION
3478 Buskirk Ave. - Suite 215
Pleasant Hill, California 94523
(925) 930-0902 » FAX (925) 930-0135
maze@mazeassociates.com

INDEPENDENT AUDITOR’S REPORT I MATEE S oclatoR o

Board of Directors

Association of California Water Agencies
Joint Powers Insurance Authority

Citrus Heights, California

We have audited the basic financial statements of the Association of California Water Agencies Joint Powers
Insurance Authority (ACWA/JPIA) as of and for the years ended September 30, 2010 and 2009 as listed in the Table
of Contents. These financial statements are the responsibility of the Authority’s management. Our responsibility is
to express an opinion on these financial statements based on our audits.

We conducted our audits in accordance with generally accepted auditing standards in the United States of America
and the standards for 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 audits to obtain reasonable
assurance as to whether the basic financial statements arc free of material misstatement. An audit includes
examining on a test basis evidence supporting the amounts and disclosures in the basic financial statements. An
audit also includes assessing the accounting principles used and significant estimates made by management, as well
as cvaluating the overall financial statement presentation. We believe that our audits provide a reasonable basis for
our opinion.

In our opinion, the basic financial statements referred to above present fairly in all material respects the financial
position of the ACWA/IPIA as of September 30, 2010 and 2009 and the changes in financial position and cash flows
thereof for the years then ended in conformity with generally accepted accounting principles in the United States of
America.

In accordance with Govermmnent Auditing Standards, we have also issued a report dated November 12, 2010 on our
consideration of the ACWA/JPIA’s internal control and on our tests of its compliance with certain provisions of
laws, regulations, contracts, and grant agrecements 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 the internal control over financial reporting or on compliance. That report is an
integral part of an audit performed in accordance with Government Auditing Standards and should be considered
in assessing the results of our audit.

Management’s Discussion and Analysis and the Required Supplementary Information are not a required part of the
basic financial statements but are supplementary information required by the Government Accounting Standards
Board. We have applied certain limited procedures, which consisted principally of inquiries of management
regarding the methods of measurement and presentation of the required supplementary information. However, we
did not audit this information and we express no opinion on it.

A Professional Corporation
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