











Butte County Air Quality Management District
Statement of Net Assets

June 30, 2011

ASSETS

Cash and investments
Accounts Receivable
Lease deposit
Capital assets:

Net of accum. depr,

Total Assets

LIABILITIES

Accounts payable
Salaries and benefits payable
Compensated absences
Due in less than ane year
Other post-employment benefits
Dug in more than cne year
Long-term debt
Due within one year

Due in less than one year

Total Liabilities

NET ASSETS

Investment in capital assets - net of related debt
Restricted for Carl Moyer grant

Restricted for DMV

Unrestricted

Total Net Assets

Governmental-type
Activities

5 289,701
305,990

4,100

35,063

644,854

220,549
11,486

36,353
6,482

5,051
26,031

306,852

35,063
284,640
107,939

(89,640)

3 38002

The accompanying notes are an integral part of this statement.
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Butte County Air Quality Management District
Statement of Activities
For the year ended June 38, 2011

Functions/Programs
Governmental activities:
Health and Sanitation

Changes in net assets:
Net (expense) revenue
General revenues:
Investment income
Miscellaneous ravenue

Changes in net assets

Net assets, beginning
Prior year adjustment - OPEB
Net assets, ending

Program Revenues
Operating
Charges for Grants and Net (expenssg)
Expenses Services Contributions Revenue

$ 1,740.014 3 1670,889 § - § (69,125)

Governmental
Activities

$ (69,125)

249
51,012

17,864)

358,107

(3.241)
$___ 338002

The accompanying notes are an integral pari of this statement.
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Butte County Air Quality Management District
Governmental Funds - Balance Sheet
Year Ended June 30, 2011

Assets and Other Debits

Operating
Fund

Cash and investments
Due from other governments

Total Assets and Other Debits

Liabilities

299,701
305,990

605,691

Current Liabilities:
Accounts payable
Salaries and benefits payable

Long-termn debt:
Due within one year

Due in more than one year
Total Liabilities

Fund Balances

220,549
11,486

5,951
26,031

Nonspendable
Petty cash
Restricted for:
Carl Moyer program
DMV

Assigned to project account funds
Unassigned

Total Fund Balances

Total Liabilites and Fund Balances

264,017

100

284,640
107,939
49,645

(100,650)

341,674

605,651

The accompanying notes are an integral part of this statement.



Butte County Air Quality Mapagement District
Reconciliation of the Govermnmental Funds
Balance Sheet to the Statement of Net Assets

Total fund balances — governmental funds

In governmental funds, only current assets are reported.
In the statement of net assets, all assets are reported,
Including capital assets and accumulated depreciation.

Capital assets at historical cost $97,201
Accumulated depreciation (62,138)
Net

Lease deposits

Long-term liabilities: In governmental funds, only current
liabilities are reported. In the statement of net assets, all
liabilities, including long-term liabilities are reported. Long-term
liabilities relating to governmental activities consist of:

Compensated absences payable
Other post-employment benefits

Net assets of governmental activities

The accompanying notes are an integral part of this statement.
I

Year Ended
June 30, 2011

$341,674

35,063
4,100

(36,353)
(6,482)

338,002



Butte County Air Quality Management District

Governmental Funds

Statement of Revenues, Expenditures, and Changes in Fund Balances

Year Ended June 30, 2011

Revenues:
Licenses and permits
Fines, forfeitures and penalties
Use of money and property
Intergovernmental
Miscellaneous revenue

Total Revenues

Expenditures:

Salaries and benefits

Communication

Household

Insurance

Interest

Maintenance

Membership dues and subscriptions

Office

Professional services

Public awareness

Publications and legal notices

Rents and leases

Training

Travel and transportation

Fuel

Ultilities

Contributions to other agencies
Capital outlay

Total Expenditures

Excess {deficiency) of revenues over
expendifures
Fund balances at beginning of year

Fund balances at end of year

Operating

Fund

428,072
25,222
249
1,217,595
51,012

1,722,150

1,110,478
7,041
2,930

13,412
334
18,219
2,921
29,810
44,786
8,072
1,651
60,590
725
13,058
1,723
6,727
406,358
13,028

1,761,863

(39,713)

381,387

341,674

The accompanying notes are an integral part of this statement
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Butte County Air Quality Management District
Reconciliation of the Governmental Funds Statement of Revenue, Expenditures,
and Changes in Fund Balances to the Statement of Activities

The schedule below reconciles the Net Changes in Fund Balances reported on the Governmental
Funds Statement of Revenues, Expenditures, and Changes in Fund Balances, which measures only
changes in current assets and current liabilities on the modified accrual basis, with the Change in Net
Assets of Governmental Activities reported in the Statement of Activities, which is prepared on the full
accrual basis.

Year Ended
June 30, 2011

Net change in fund balances — total governmental funds $(39,713)

Amounts reported for governmental activities in the statement
of activities differ because:

Governmental funds report capital outlays as expenditures: however
in the statement of activities, these costs are allocated over their
estimated useful lives as depreciation:

Capitalizable expenditures added back to fund balances $33,028
Depreciation expense not reported in governmental funds (10,413)
Book value of deleted assets (1)
Net 22,614

The amounts below included in the Statement of Activities do not
provide or (require) the use of current financial resources and therefore
are not reported as revenue or expenditures in governmental funds (net change):

Compensated absences (1,624)

Lease deposit 4 100

Other post-employment benefits (3.241)
Change in net assets of governmental activities $(17,864)

The accompanying notes are an integral part of this statement.
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Butte County Air Quality Management District
Operating Fund
Combined Statement of Revenues, Expenditures, and Changes in Fund Balances
Budget and Actual
Year Ended June 30, 2011

Variance
Budgeted Amounts Favorable
Original Final Actual (Unfavorable)
Revenues:
Licenses and permits $ 427,200 $ 427200 $ 428,072 $ 872
Fines, forfeitures and penalties 65,000 65,000 25,222 (39,778)
Use of money and property 560 560 249 (311)
Intergovernmental 982,000 1,249,561 1,217,595 (31,966)
Miscellaneous revenue 36,100 36,100 51,012 14,912
Total Revenues, 1,510,860 1,778,421 1,722,150 (56,271}
Expenditures:
Salaries and benefits 1,154,915 1,155,715 1,110,478 45,237
Communication 13,000 10,000 7,041 2,959
Household 4,500 4,500 2,930 1,570
Insurance 11,500 13,450 13,412 38
Interest - - 334 (334)
Maintenance 10,950 20,450 18,219 2,231
Membership dues and subscriptions 2,890 2,990 2,921 69
Office 36,300 34,400 29,810 4,590
Professional services 55,000 53,350 44,786 8,564
Public awareness 15,000 9.000 3,072 928
Publications and legal notices 5,500 3,400 1,651 1,749
Rents and leases 67,600 65,950 60,590 5,360
Training 3,000 1,050 725 325
Travel and transportation 12,000 14,500 13,058 1,442
Fuel 1,50 1,900 1,723 177
Utilities 10,000 10,000 6,727 3,273
Contributions to other agencies 626,262 893,823 406,358 487,465
Capital outlay - 7,000 33,028 {26,028)
Appropriation for contingencies 10,000 6,000 - 6,000
Total Expenditures 2,039.917 2,307,478 1,761,863 545,615
Excess (deficiency) of revenues over
expenditures (529,057) (529,057) (39,713) 489,344
Fund balance at beginning of year 381,387 381,387 381,387
Fund balance at end of year 8 (147,670) $ (147,670) $ 341,674 3 489,344

———

The accompanying notes are an integral part of this statement.
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BUTTE COUNTY AIR QUALITY MANAGEMENT DISTRICT
Fiscal Years Ended June 30, 2011

NOTES TQ THE FINANCIAL STATEMENTS

(1) SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

A. Reporting Entity

The Butte County Air Quality Management District (District) is one of the 35 local air pollution
control agencies established pursuant to Section 40002 of the California Health and Safety Code
(HSC). The District has primary responsibility for the control of air pollution from all local
sources, other than the emissions from motor vehicles, which is the responsibility of the
California Air Resources Board (ARB).

The District’s objective is to maintain and improve Butte County’s air quality for an aesthetically
pleasing and healthful environment. Program activities include administration, enforcement,
engineering, ambient air quality monitoring, and planning as related to air quality. This program
is mandated by State and Federal laws and grant conditions to provide an active and effective air
pollution control program.

The District, which became a separate legal entity July 1, 1994, has a governing board composed
of ten members. Five members are on the Butte County board of Supervisors and five elected
members appointed by the City Councils of each of the cities incorporated within Butte County.

The accounting methods and procedures adopted by the District conform to generally accepted
accounting principles as applied to governmental entities.

The district is not considered to be a component unit of the County of Butte. These entities are
legally separate from each other. The County elected officials have only a partial oversight
responsibility over and accountability for fiscal matters of the District. The criteria used to
determine the scope of the reporting entity for financial reporting purposes are (1) exercise of
oversight responsibility over such agencies by the governmental units elected officials, (2)
selection of governing authority, (3) designation of management, (4} ability to significantly
influence operations, and (5) accountability for fiscal matters.

Based on the application of these criteria, the Butte County Air Quality Management District is
not presented as a blended component unit within the County of Butte’s financial statements.

B. Basis of Presentation

The District’s basic financial statements are prepared in conformity with accounting principles
generally accepted in the United States of America. The Governmental Accounting Standards
Board is the acknowledged standard setting body for establishing accounting and financial
reporting standards followed by governmental entities in the United States of America.
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BUTTE COUNTY AIR QUALITY MANAGEMENT DISTRICT
Fiscal Years Ended June 30, 2011

NOTES TO THE FINANCIAL STATEMENTS

(1) SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

B. Basis of Presentation (Continued)

Government-wide Financial Statements

The Statement of Net Assets and the Statement of Activities display information about the
primary government. These statements include the financial activities of the overall District
government. Eliminations have been made to minimize the double counting of internal activities.
Governmental activities generally are financed through intergovernmental revenues and other
non-exchange transactions.

The Statement of Activities presents a comparison between direct expenses and program
revenues for each function of the District’s activities. Direct expenses are those that are
specifically associated with a program or function and, therefore, are clearly identifiable to a
particular function. Program revenues include (a) charges paid by the recipients of goods or
services offered by the programs, (b) grants and contributions that are restricted to meeting the
operational need of a particular program, and (c) fees, grants, and contributions that are restricted
to financing the acquisition or construction of capital assets. Revenues that are not classified as
program revenues are presented as general revenues,

Fund Financial Statements

The fund financial statements provide information about the District’s funds. The emphasis of
fund financial statements is on major individual funds, each of which is displayed in a separate
column.

Fund Equity

Governmental fund equity is classified as fund balance. Fund balance is further classified as
nonspendable, restricted, committed, assigned, or unassigned. Nonspendable fund balance
cannot be spent because of its form. Restricted fund balance has limitations imposed by
creditors, grantors, or contributors or by enabling legislation or constitutional provisions.
Committed fund balance is a limitation imposed by the District board through approval of
resolutions. Assigned fund balances is a limitation imposed by a designee of the District board.
Unassigned fund balance in the General Fund is the net resources in excess of what can be
properly classified in one of the above four categories. Negative unassigned fund balance in
other governmental funds represents excess expenditures incurred over the amounts restricted,
committed, or assigned to those purposes. Proprietary fund equity is classified the same as in the
government-wide statements.
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BUTTE COUNTY AIR QUALITY MANAGEMENT DISTRICT
Fiscal Years Ended June 30, 2011

NOTES TO THE FINANCIAL STATEMENTS

(1) SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

B. Basis of Presentation (Continued)

Fund Equity (Continued)

When both restricted and unrestricted fund balances are available for use, it is the District’s
policy to use restricted fund balance first, then unrestricted fund balance. Furthermore,
committed fund balances are reduced first, followed by assigned amounts, and then unassigned
amounts when expenditures are incurred for purposes for which amounts in any of those
unrestricted fund balance classifications can be used.

Restricted Net Assets

For the government-wide financial statements, net assets are reported as restricted when
constraints placed on net assets are either: (1) Externally imposed by creditors (such as debt
covenants), grantors, contributors, or laws or regulations of other governments or (2) imposed by
law through constitutional provisions or enabling legislation.

C. Major Funds

GASB Statement No. 34 defines major funds and requires that the District’s major governmental
funds are identified and presented separately in the fund financial statements.

Major funds are defined as funds that have either assets, liabilities, revenues, or expenditures
equal to ten percent of their fund-type total. The General Fund is always a major fund.

The District reported the following major governmental funds in the accompanying financial
statements:

Operating Fund
This fund accounts for all financial resources except those to be accounted for in another fund. It
is the general operating fund of the District.

D. Basis of Accounting

The government-wide financial statements are reported using the economic measurement focus
and the full accrual basis of accounting. Revenues are recorded when earned and expenses are
recorded at the time liabilities are incurred, regardless of when the related cash flows take place.

Private-sector standards of accounting and financial reporting issued prior to December 1, 1989,
generally are followed in the government-wide financial statements to the extent that those
standards do not conflict with or contradict guidance of the Governmental Accounting Standards
Board.



BUTTE COUNTY AIR QUALITY MANAGEMENT DISTRICT
Fiscal Years Ended June 30, 2011

NOTES TO THE FINANCIAL STATEMENTS
(1) SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

D. Basis of Accounting (Continued)

Governmental funds are reported using the current financial resources measurement focus and
the modified accrual basis of accounting. Under this method, revenues are recognized when
measurable and available. The District considers all revenues reported in the governmental funds
to be available if the revenues are collected within sixty days after fiscal year-end. Expenditures
are recorded when the related fund liability is incurred, except for principal and interest on long-
term debt, claims and judgements, and compensated absences, which are recognized as
expenditures to the extent that they have matured. Capital asset acquisitions are reported as
expenditures in governmental funds. Proceeds of long-term debt and acquisitions under capital
leases are reported as other financing sources.

Non-exchange transactions, in which the District gives or receives value without directly
receiving or giving equal value in exchange, include grants, entitlements, and donations.
Revenue from grants, entitlements, and donations is recognized in the fiscal year in which all
eligibility requirements have been satisfied,

Other revenues susceptible to accrual include intergovernmental revenues, interest, and charges
for services.

E. Budgetary Reporting

As required by the laws of the Health and Safety Code of the State of California, the District’s
Governing Board must approve a tentative budget no later than June 30 and adopt a final budget
no later than October 1 of each fiscal year end for the General Fund. Thus, the budgetary
financial statements included in this report do not include fiduciary funds. A public hearing must
be conducted to receive comment prior to adoption. Untl the adoption of this financial budget
operations are governed by the adopted proposed budget approved by the Board. The District’s
Governing Board satisfied these requirements.

Operating budgets are adopted for the Operating Fund on the modified accrual basis of
accounting except as explained below. Budgetary control and the legal level of control are at the
object level that classifies expenditures by types of goods purchased and services obtained. The
Statement of Revenues, Expenditures, and Changes in Net Assets-Budget and Actual, presents
revenues at the source level and expenditures at the function level. It is not feasible to compare
budget to actual data at the object level in this report.

Significant amendments must be approved by the District’s Board of Directors. Supplemental

appropriations financed by unanticipated revenues also must be approved by the Board. All
unused appropriations lapse at fiscal year end.
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BUTTE COUNTY AIR QUALITY MANAGEMENT DISTRICT
Fiscal Years Ended June 30, 2011

NOTES TO THE FINANCIAL STATEMENTS

(1) SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

F. Compensated Absences

Compensated absences represent the vested portion of accumulated vacation, administrative
leave, and compensated time off. In accordance with GASB Statement No. 16, the liability for
accumulated leave includes all salary-related payments that are directly and incrementally
connected with leave payments to employees.

Vacation 1s earned by all regular, full-time employees. Any vacation hours not used during the
current period are carried forward to future years, with a limit of twice annual earnings.

G. [nventory

Governmental fund inventories are recorded as expenditures at the time the inventory is
purchased. Records are maintained of inventory and supplies on hand, although these amounts
are not considered material and are not booked.

H. Fixed Assets

All capital assets are valued at historical cost or estimated historical cost if actual historical cost
is not available. Contributed capital assets are valued at their estimated fair value on the date
contributed. With the implementation of GASB Statement No. 34, the District has recorded all
its capital assets. The District’s policy is to capitalize all capital assets with costs exceeding a
minimum threshold of $5,000.

GASB Statement No. 34 requires that all capital assets with limited useful lives be depreciated
over their estimated useful lives. The purpose of depreciation is to spread the cost of capital
assets equitable among all users over the life of these assets, Depreciation is provided using the
straight line method which means the cost of the capital asset is divided by its expected useful
life in years and the result is charged to expense each year until the capital asset is fully
deprectated. The District has assigned the useful lives listed below to capital assets.

Equipment 3-7 Years

I. Use of Estimates

The preparation of basic financial statements in conformity with accounting principles generally
accepted in the United States of America, as prescribed by the GASB and the AICPA, 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 revenues and expenditures/expenses during the reporting period
Actual results could differ from those estimates.



BUTTE COUNTY AIR QUALITY MANAGEMENT DISTRICT
Fiscal Years Ended June 30, 2011

NOTES TO THE FINANCIAL STATEMENTS

(2) CASH AND INVESTMENTS

The District’s cash and investments at June 30, 2011 consisted of the following:

Cash on hand $ 100
Deposits 299,601
$ 299,701

A.  Deposits

The California Government Code requires California banks and savings and loan associations to
collateralize a District’s deposits by pledging government securities. The market value of
pledged securities must equal at least 110 percent of a district’s deposits. California law also
allows financial institutions to collateralize District deposits by pledging first trust deed mortgage
notes having a value of 150 percent of a District’s total deposits. The district may waive
collateral requirements for deposits which are fully insured up to $250,000 by Federal Deposit
insurance.

Of the bank balance, $299.601 was covered by federal depository insurance and $0 was
uninsured and collateralized (i.e., collateralized with securities held by the pledging financial
institution as 110 percent of the deposits, in accordance with the State of California Government
Code, deemed to be held in the District’s name).

Interest Rate Risk — Interest rate risk is the risk of loss due to the fair value of an investment
falling due to the interest rates rising. Generally, the longer the maturity of an investment, the
greater the sensitivity of its fair value to changes in the market interest rate. The District does not
have a formal investment policy that limits investment maturities as a means of managing its
exposure to fair value losses arising from increasing interest rates.

Credit Risk — Credit risk is the risk that an issuer of an investment will not fulfill its obligation to
the holder of the investment. State law limits investments on commercial paper to the rating of A
by both Standards & Poor’s and Moody’s Investors Service. The District does not have a formal
mvestment policy that would further limit its investment choices.

Concentration of Credit Risk —~ Concentration of credit risk is the risk of loss attributed to the
magnitude of the District’s investment in a single issuer of securities, When investments are
concentrated in one issuer, the concentration presents a heightened risk of potential loss. The
district places no limit on the amount the District may invest in any one issuer. At June 30, 2011,
all cash of the District was held in deposits insured by the Federal Deposit Insurance Authority or
was collateralized.
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Fiscal Years Ended June 30, 2011

NOTES TO THE FINANCIAL STATEMENTS

(3) CAPITAL ASSETS

Capital assets activity for the fiscal year ended June 30, 2011, are as follows:

BUTTE COUNTY AIR QUALITY MANAGEMENT DISTRICT

Balance Balance
July1,2010 Additions Deletions June 30, 2011
Depreciable capital assets
Equipment $ 107,193 § 33,028 § 43020 $ 07,201
Less accumulated depreciation for:
Equipment 04,744 10,413 43,019 62,138
Net capital assets $ 12,449  § 22615 § 1 3§ 35,063

Depreciation for the year ended June 30, 2011 was $10,413.

(4) LONG-TERM LIABILITES

Long-term liability activity for the fiscal year ended June 30, 2011, was as follows:

Balance
July 1,2010

Additons

Reductions

Balance

June 30, 2011

Compensated absences  § 34,729 §

1,624

$

$

36,353

(5) LONG-TERM DEBT

Note payable to Municipal Finance Corp. in
annual installments of $5,844 including interest
at 6.83% per annum. The note is secured by a
vehicle.

Capital lease payable to NEC Corp. in monthly
installments of $204 including imputed interest.

The capital lease is secured by a telephone system.

Total long term debt

Maturities of long term debt are as follow:
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BUTTE COUNTY AIR QUALITY MANAGEMENT DISTRICT
Fiscal Years Ended June 30, 2011

NOTES TO THE FINANCIAL STATEMENTS

{5) LONG-TERM DEBT {Continued)

Fiscal year ending Principal Payments
6/30/2012 $ 5951 § 8,292

6/30/2013 6,242 8,20
6/30/2014 6,552 8,292
6/30/2015 6,884 8,202
6/30/2016 6,353 7,068

31,982 40,236

(6) PENSION PLAN

Plan Description

The District contributes to the California Public Employees Retirement System (PERS), an agent
multiple-employer public employee retirement system. PERS provides retirement, disability and
death benefits. All regular District employees participate in PERS. Employees vest after five
years of service and qualify to receive retirement benefits at age fifty. PERS acts as a common
mvestment and administrative agent for participating public entities within the State of
California. Benefit provisions and all other requirements are established by state statute and the
District’s ordinance. PERS issues a publicly available financial report that includes financial
statements and required supplementary information. The report may be obtained from the
Executive Office, 400 P Street, Sacramento, CA 95814,

A. Funding Policy

Active plan members in the District’s defined pension plan are required to contribute 7% of their
annual covered salary. The District has agreed to pay both the employee and employer
contributions. The District is required to contribute to actuarially determined amounts necessary
to fund the benefits for its members, The actuarial methods and assumptions used are those
adopted by the CalPERS’ Board of Administration. The required employer contribution rate for
fiscal year 2010/2011 was 12.119%. The contribution requirements of the plan members are

established by state statute and the employer contribution rate is established and may be amended
by CalPERS.

B. Annual Pension Cost

For 2010-2011, the District’s annual pension cost was $138,911 and the District actually
contributed $138,911. The required contribution for fiscal year 2010/2011 was determined as
part of the June 30, 2009, actuarial valuation using entry age normal actuarial cost method with
the contributions determined as a percentage of pay. The actuarial assumptions included: (a)
7.15% investment rate of return (net of administrative expenses), and (b) projected salary
increases of 3.45% to 14.45% for miscellaneous members. The actuarial value of PERS assets
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BUTTE COUNTY AIR QUALITY MANAGEMENT DISTRICT
Fiscal Years Ended June 30, 2011

S~

(6) PENSION PLAN (Continued)

B. Annual Pension Cost (Continued)

was determined using techniques that smoothes the effects of short-term volatility in the market
value of investments over a period of two to five years depending on the size of investment gains
and losses. The plan’s unfunded actuarial accrued liability (or excess assets) is being amortized
as a level percentage of projected payroll on a closed basis. The remaining amortization period at
June 30, 2011 was 11 vyears.

C. Three-Year Trend Information for PERS

Annual Percentage Net

Pension of APC Pension
Fiscal vear Cost (APC) Contributed Obligation
6/30/2009 142,392 100% 142,392
6/30/2010 140,808 100% 140,808
6/30/2011 138,911 100% 138,911

D. Funded Status of the Plan’s Risk Pool

Actuarial Unfunded/ Annual
Accrued Value of (Overfunded)  Funded Covered UL as %
Valuation Date Liabilities Assets Liability (UL) Ratio Payrol] of Payroll
6/30/2007 2,611,746,790 2,391,434,447 220,312,343 91.6% 665,522,859 33.1%
6/30/2008 2,780,280,768 2,547,323,278 232,957,490  91.6% 688,606,681 33.8%
6/30/2009 3,104,798,222 2,758,511,101 346,287,121  88.9% 742,981,488 46.6%

(7) RISK MANAGEMENT

The District is exposed to various risks of loss related to torts; theft of, damage to and destruction of
assets; errors and omissions; injuries to employees; and natural disasters. The district has joined
together with other municipalities to participate in the Special District Risk Authority Management
(SDRMA), a Joint Powers Authority, for general liability, vehicle liability, and errors and omissions
purposes. SDRMA is a public entity risk pool which serves as a common risk management and
insurance program. The district pays an annual premium to SDRMA for its insurance Coverage. The
agreements with SDRMA provide that they will be self sustaining through member premiums and will
reinsure through commercial companies for excess coverage.

Settled claims resulting from their risks have not exceeded commercial insurance in any of the past
three fiscal years. There is no claims liability to be reported based on the requirements of
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BUTTE COUNTY AIR QUALITY MANAGEMENT DISTRICT
Fiscal Years Ended June 30, 201!

NOTES TO THE FINANCIAL STATEMENTS
(7) RISK MANAGEMENT (Continued)

Governmental Accounting Standards Board Statement No. 10, which requires that a liability for claims
be reported if information prior to the issuance of the financial statements indicates that it is probable
that a liability has been incurred at the date of the financial statements and the amount of the loss can
be reasonably estimated.

Complete audited financial statements of SDRMA can be obtained at 1481 River Park Dr., STE 110,
Sacramento, CA 95815,

(8) OTHER INFORMATION

Amounts received or receivable from grant agencies are subject to audit and adjustment by grantor
agencies. Any disallowed claims, including amounts already collected, may constitute a liability of the
appreciable funds. The amount, if any, of expenditures which may be disallowed by the grantor cannot
be determined at this time although the government expects such amounts if any, to be immaterial.

{9) OTHER POST EMPLOYMENT BENEFITS

Effective for fiscal year ended June 30, 2011, the District implemented Governmental Accounting
Standards Board (GASB) Statement 45 “Accounting and Financial Reporting by Employers for Post-
employment Benefits Other than Pensions (OPEB)” prospectively (no beginning Net OPEB
Obligation).

Program Description

In addition to the pension benefits described in Note 5, the District makes available health care benefits
to retired employees who meet certain eligibility requirements.

Funding Policy

The District contribution to the Program consists of pay-as-you-go claims.

Annual OPEB Cost and Net OPEB Obligation

The District’s annual other post-employment benefit (OPEB) cost (expense) for the Program is
calculated based on the annual required contribution of the employer (ARC), an amount actuarially
determined in accordance with the parameters of GASB Statement 45.

The ARC represents a level of funding that, if paid on an ongoing basis, is projected to cover normal
cost cach year and amortize any unfunded actuarial liabilities (or funding excess) over a period not to
exceed thirty years. The following table shows the components of the District’s annual OPEB cost for
the year, the amount actually contributed to the plan, and changes in the District’s net OPEB
obligation.
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BUTTE COUNTY AIR QUALITY MANAGEMENT DISTRICT
Fiscal Years Ended June 30, 2011

NOTES TO THE FINANCIAL STATEMENTS

(9) OTHER POST EMPLOYMENT BENEFITS (Continued)

Annual OPEB Cost and Net OPEB Obljgation (Continued)

Annual required contribution § 1615
Interest on net OPEB obligation 140
Adjustment to annual required contribution 1,486
Annual OPEB cost (expense) 3,241
Contributions made -
Change in OPEB obligation 3,241
Net OPEB obligation - beginning of year 3,241
Net OPEB obligation - end of year 6,482

The District’s annual OPEB cost, the percentage of annual OPEB cost contributed to the plan, and the
net OPEB obligation at June 30, 2011 were as follows:

Percentage of Net
Fiscal Annual Annual OPEB OPEB
Year OPEB Costs Cost Contributed Obligation
2009/2010 3 3,241 * 0.0% S 3,241 =
2010/2011 . 3,241 0.0% _ 3,241

$ 6,482 $ 6,482

* Restated — Prior year adjustment

Funded Status and Funding Progress

As of June 30, 2011, the most recent actuarial valuation date, the actuarial accrued liability for benefits
was $49,814, all of which was unfunded. The covered payroll (annual payroll of active employees
covered by the plan) was $740,207, and the ratio of the unfunded actuarial acerued liability to the
covered payroll was 6.73%.

Actuarial values of the program involve estimates of the value of reported amounts and assumptions of
the probability of occurrence of events far into the future. Examples include assumptions and future
employment, mortality, and healthcare costs trend. Amounts determined regarding the funded status of
the program and annual required contributions of the employer are subject to continual revision as
actual results are compared with past expectations and new estimates are made about the future. The
following schedule of funding progress presents multiyear trend information (only one year presented
in this year of implementation) that shows whether the actuarial value of plan assets held in an
irrevocable trust is increasing or decreasing over time relative to the actuarial accrued habilities for
benefits.



BUTTE COUNTY AIR QUALITY MANAGEMENT DISTRICT
Fiscal Years Ended June 30, 2011

NOTES TO THE FINANCIAL STATEMENTS

(9) OTHER POST EMPLOYMENT BENEFITS (Continued)

SCHEDULE OF FUNDING PROGRESS

Unfunded

Actuarial

Accrued

Liability

(1) (2) Unfunded As a

Actuarial Actuarial Funded  Actuarial Annual Percentage

Fiscal Value of Accrued Ratio Accrued Covered of Covered

Year Assets Liability*  (1)(2) Liability Payroll Payroll
6/11 - $ 49,814 00% $ 49814 § 740.207 6.73%

*As of Tune 30, 2011, the date of the actuarial valuation.

Actuarial Methods and Assumptions

The District performed its own actuarial calculations.

Projections of benefits for financial reporting purposes are based on the substantive plan (the plan as
understood by the employer and the plan members) and include the types of benefits provided at the
time of each valuation and the historical pattern of sharing of benefit costs between the employer and
plan members at that point. The actuarial methods and assumptions used include techniques that are
designed to reduce the effects of short-term volatility in actuarial accrued liabilities and the actuarial
value of assets, consistent with the long-term perspective of the calculations.

In the June 30, 2011, actuarial valuation, the individual entry-age actuarial cost method was used. The
actuarial assumptions include a 4.5% investment rate of return (compounded annually) and an annual
healthcare cost trend rate of 10.0% initially, reduced by decrements to an ultimate rate of 5.0% after 10
years. The District’s unfunded actuarial accrued liability is being amortized as a level percent of active
member payroll over a closed period. The remaining amortization period at June 30, 2011 was 28
years.

(10) LEASES

The District leased real estate under a lease expired January 31, 2011. Monthly payments of $5,365
included common area maintenance charges of $1,040.

The District leased a copier on July 15, 2010 for 60 months at $241 per month with a fair market value
buyout. Accordingly, this lease is treated as a non-capital financial lease.
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BUTTE COUNTY AIR QUALITY MANAGEMENT DISTRICT
Fiscal Years Ended June 30, 2011

NOTES TO THE FINANCIAL STATEMENTS

(10) LEASES (Continued)

The District entered into a lease of real estate commencing December 1, 2010 and expiring February
28, 2016. Monthly payments under the lease are $4,100. Rent increases by 3% on month 31. Future
Lease Payments are as follows:

6/30/2012 $ 49,200
6/30/2013 49,200
6/30/2014 50,676
6/30/2015 50,676
6/30/2016 33,784

$ 233,536

(11) LINE OF CREDIT

The District has secured a $100,000 line of credit with Rabobank. No amounts have been borrowed or
repaid,

(12) FUND DEFICIT
The General Fund reflected an operating deficit due to a catch-up in grant disbursements.
(13) NEW GASB PRONOUNCEMENTS

The District implemented GASB Statement No. 54 FUND BALANCE REPORTING AND
GOVERNMENTAL FUND TYPE DEFINITIONS during the present fiscal year.
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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

Board of Directors
Butte County Air Quality Management District, California

| have audited the financial statements of the governmental activities and each major fund of the
Butte County Air Quality Management District, California, as of and for the year ended June 30,
2011, which collectively comprise the Butte County Air Quality Management District, California’s
basic financial statements and have issued my report thereon dated November 30, 2011, |
conducted my 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.

Internal Control Over Financiat Reporting

In planning and performing my audit, | considered the Butte County Air Quality Management
District, California’s internal control over financial reporting as a basis for designing my auditing
procedures for the purpose of expressing my opinion on the financial statements, but not for the
purpose of expressing an opinion on the effectiveness of the Butte County Air Quality
Management District, California’s internal control over financial reporting. Accordingly, | do not
express an opinion on the effectiveness of the Butte County Air Quality Management District,
California’s internal control over financial reporting.

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 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 hasis.

My consideration of internal control over financial reporting was for the limited purpose
described in the first paragraph of this section and would not necessarily identify all deficiencies
in internal control that might be significant deficiencies or material weaknesses. | did not identify
any deficiencies in internal control over financial reporting that | consider to be material
weaknesses, as defined above.
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Compliance And Cther Matters

As part of obtaining reasonable assurance about whether the Butte County Air Quality
Management District, Catlifornia’s financial statements are free of material misstatement, |
performed tests of its compliance with certain provisions of laws, regulation, 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 my audit and, accordingly, | do not express such
an opinion. The results of my tests disclosed no instances of noncompliance or other matters
that are required to be reported under Government Auditing Standards.

This report is intended solely for the information and use of the Board of Directors and
management and is not intended to be and should not be used by anyone other than these
specified parties.

el de il

Robert A. Gustafson, CPA
Paradise, California
November 30, 2011
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629 Entler Avenue, Suite 15
Chico, CA 95928

(530) 332-9400
(530) 332-9417 Fax

ISSUE:
Staff training.

To:

From:

Staff Contact:

Re:

RECOMMENDATION:

W. James Wagoner
Air Pollution Control Officer

Robert McLaughlin
Asst. Air Pollution Control Officer

Date of Release: January 19, 2012
Board Consideration: January 26, 2012

Butte County Air Quality Management District Board of Directors
W. James Wagoner, Air Pollution Control Officer
W. James Wagoner, Air Pollution Control Officer

Consider Approving District Office Closure for Staff Training

Approve closure of the District office for one (1) business day for the purpose of staff training.

DISCUSSION:

Beginning in 2007 the District staff started a process of continually evaluating our work processes with the objective of
streamlining and improving efficiencies. One of the outcomes of the process is the need to conduct staff training,
including District short-term and long-term goals. The most effective venue would be for the training to occur over one
day of uninterrupted time. The office closure would tentatively occur in March or April, but would be scheduled to
minimize impact to the public.

The closure date would be posted approximately 1 week prior to notify the public.

Agenda ltem 11
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629 Entler Avenue, Suite 15
Chico, CA 95928

(530) 332-9400
(530) 332-9417 Fax

ISSUE:

To:

From:

Staff Contact:

Re:

W. James Wagoner
Air Pollution Control Officer

Robert McLaughlin
Asst. Air Pollution Control Officer

Date of Release: January 19, 2012
Board Consideration: January 26, 2012

Butte County Air Quality Management District Board of Directors
W. James Wagoner, Air Pollution Control Officer
W. James Wagoner, Air Pollution Control Officer

APCO Report

Report from the Air Pollution Control Officer on current areas of potential interest to your Board, including air quality-
related activities at the local, state and federal scenes.

RECOMMENDATION:

Receive Report.

DISCUSSION:
Local Scene:

e As of January 19" the District has issued 23 Check Before You Light advisories affecting woodstove and
fireplace use in the Chico area since November 1s.. During this same period there have been 23 days over
the federal PM2.5 standard. No advisories have been issued for other areas of Butte County. Gridley had 1
day over the PM2.5 standard. Staff will provide an update on advisories issued to date at the January 26t

meeting.

o At the February meeting staff will ask the Board to authorize the use of small claims court actions as a
mechanism to recover delinquent fees and civil penalties. Staff would use small claims actions if the existing
administrative processes are unsuccessful.

State Scene:

e The CAPCOA Board held their annual retreat January 9-11t in San Diego. Items discussed included the state
cap and trade registry, greenhouse gas protocols, potential air district assistance with AB32 activities and
Moyer reauthorization. The CAPCOA Board also met with senior CARB staff.

e CAPCOA has arranged a monthly conference call with the CARB Executive Officer to brief air districts on
currently activities at the state level.

Agenda ltem 12



e The California Air Resources Board will hold a meeting January 26-27 in Sacramento. The tentative agenda
includes research grant proposals and amendments to various fuel regulations.

Federal Scene:

e EPA recently published a notice of intent to designate all of Butte County as not attaining the 2008 8-hour
ozone standard. This will require the submittal of a new ozone SIP. The submittal schedule has not been

released.

e At the international level, negotiations at the 17t Conference of the Parties under the UN Framework
Convention on Climate Change and the 7t Meeting of the Parties under the Kyoto Protocol (collectively
referred to as the COP-17/CMP-7) were held in Durban, South Africa last month. An agreement was reached
to extend the Kyoto Protocol for at least 5 years and to begin work on a process to develop a successor
protocol, another legal instrument or other type of agreed outcome with legal force applicable to all parties,
including both developed and developing nations. The parties set a goal of 2015 for negotiating next steps,
with a further goal of implementation by 2020. The parties to the agreement include the U.S., China, India and
European countries.
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