
































ABAG PLAN CORPORATION 
NOTES TO BASIC FINANCIAL STATEMENTS 

For The Year Ended June 30, 2015 
 

 

NOTE 1 – SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued) 
 
PLAN has a multi-level risk sharing arrangement.  Each member assumes its own losses up to its 
retention level. Losses in excess of the self-insured retention are paid out of a central pool 
maintained by PLAN for the pooled layers of coverage.  This central pool is funded by premiums 
from all members.   
 
PLAN purchases excess insurance policies to provide coverage for its members’ exposure to 
losses in excess of the liability pool’s $5 million limit and the property pool’s $100,000 limit.  
Excess liability insurance provides a total of $25 million (above the $5 million PLAN layer) in 
liability coverage and excess property insurance pays claims up to the replacement cost of 
damaged property, subject to the terms of the policies.  Premiums paid for excess insurance 
during the year ended June 30, 2015 amounted to $629,179. 
 
Risk Sharing - PLAN is a “risk sharing” program which pools risks and funds and shares in the cost 
of losses.  Losses and expenses are paid from the liability and property pools up to the limit of 
coverage subject to the self-insured retention. 
 
Each year, PLAN evaluates the pools’ financial risk position, defined as contributions less 
expenses, claim reserves and incurred-but-not-reported (IBNR) claims.  If the events of the year 
result in a negative risk position, the members’ annual assessments may be increased in subsequent 
years. 
 

E. Estimates 
 
PLAN’s management has made a number of estimates and assumptions relating to the reporting 
of assets, liabilities, revenues, expenses and the disclosure of contingent liabilities to prepare 
these financial statements in conformity with Generally Accepted Accounting Principles 
(GAAP). Actual results could differ from those estimates.  
 

NOTE 2 - CASH AND INVESTMENTS 
 
  Cash and investments consist of the following at June 30, 2015: 
 

Cash and

Cash

Equivalents Investments Total

Cash in Banks $1,020,265 $1,020,265

Local Agency Investment Fund 1,454,250 1,454,250

U.S. Agency Securities:

Federal National Mortgage Association $16,904,360 16,904,360

Federal Home Loan Bank 13,386,715 13,386,715

Federal Farm Credit Bank 3,978,760 3,978,760

Federal Home Loan Mortgage Corporation 8,968,730 8,968,730

Certificate of Deposits 998,550 998,550

     Total Cash and Investments $2,474,515 $44,237,115 $46,711,630
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ABAG PLAN CORPORATION 
NOTES TO BASIC FINANCIAL STATEMENTS 

For The Year Ended June 30, 2015 
 

 

NOTE 2 - CASH AND INVESTMENTS (Continued) 
 
D. Concentration of Credit Risk 
 

PLAN’s investment policy contains limitations on the amount that can be invested in any one 
issuer beyond that stipulated by the California Government Code, as listed in Section A of this 
note.  No investments exceeded these limits at June 30, 2015.  Included in the table at C above are 
investments held by the General Liability Fund. 

 
E. Custodial Credit Risk  

 
Custodial credit risk for deposits is the risk that, in the event of the failure of a depository 
financial institution, PLAN may not be able to recover its deposits or collateral securities that are 
in the possession of an outside party.  The Federal Deposit Insurance Corporation (“FDIC”) 
insures account balances at each insured institution.  PLAN maintains deposit accounts with a 
financial institution and frequently carries balances that exceed FDIC insurance limits.  The risk 
is managed by maintaining all deposits in high quality financial institutions. 
 
In addition, the custodial credit risk for investments is the risk that, in the event of the failure of 
the counterparty (e.g. broker-dealer) to a transaction, PLAN may not be able to recover the value 
of its investment or collateral securities that are in the possession of another party.  PLAN’s 
Investment Policy limits its exposure to custodial credit risk by requiring that all security 
transactions entered into by PLAN, be conducted on a delivery-versus-payment basis.  Securities 
are to be held by a third party custodian. 
 

F. Local Agency Investment Fund  
 
  PLAN is a participant in the Local Agency Investment Fund (LAIF) that is regulated by California 

Government Code Section 16429 under the oversight of the Treasurer of the State of California. 
PLAN reports its investment in LAIF at the fair value amount provided by LAIF. The balance 
available for withdrawal is based on the accounting records maintained by LAIF, which are 
recorded on an amortized cost basis. Included in LAIF’s investment portfolio are collateralized 
mortgage obligations, mortgage-backed securities, other asset-backed securities, loans to certain 
state funds, and floating rate securities issued by federal agencies, government-sponsored 
enterprises, United States Treasury Notes and Bills, and corporate notes.   

 
G. Statement of Cash Flows  
 

For purposes of the statement of cash flows, PLAN considers all highly liquid investments with a 
maturity of three months or less when purchased to be cash equivalents. 
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