NORTHERN SIERRA AIR QUALITY
MANAGEMENT DISTRICT

AUDIT REPORT
JUNE 30, 2018

SingletonAumansc

Certified Public Accountants & Consultants



NORTHERN SIERRA AIR QUALITY MANAGEMENT DISTRICT
AUDITED FINANCIAL STATEMENTS
JUNE 340, 2018

TABLE OF CONTENTS
Page N
FINANCIAL SECTION

Independent Auditors’ Report on Financial Statements 1
Management’s Discussion and Analysis 4
Basic Financial Statements:
Government- Wide Statement of Net Position 13
Government-Wide Statement of Activities 14
Fund Financial Statements:
Balance Sheet-Governmental Funds 15
Reconciliation of the Governmental Funds Balance

Sheet to the Statement of Net Position 16
Statement of Revenue, Expenditures and Changes in Fund

Balances-Governmental Funds 17
Reconciliation of the Statement of Revenues, Expenditures

And Changes in Fund Balances of Governmental Funds

To the Statement of Activities 18
Notes to Financial Statements 19
Required Supplementary Information:
General Fund - Budgetary Comparison Schedule 36
Restricted Fund — Budgetary Comparison Schedule 37
Proportionate Share of the Net Pension Liability - PERS 38
Schedule of District Contributions - PERS 39
Schedule of District’s Proportionate Share of Net OPEB Liability 40
Schedule of District’s OPEB Contributions 41

OTHER SUPPLEMENTARY INFORMATION

Report on Internal Cantral Over Financial Reporting and on

Compliance and Other Matters Based on an Audit of

Financial Statements Performed in Accordance With

Government Auditing Standards 42
Combined Schedule of Findings and Questioned Costs 44
Summary Schedule of Prior Year Audit Findings 47

Corrective Action Plan 48



ﬁg ﬁ n gueto n Au m a n PC John E. Auman, tia

CERTIFIFD PUBLIC ACCOUNTANYS AND CONSULTANTS Clay L. Singleton, CrA, meAs
i ) 0

Independent Auditors’ Report

Board of Directors
Northern Sierra Air Quality Management District
Grass Valley , CA

We have audited the accompanying financial statements of the governmental activities and the
major funds of the Northern Sierra Air Quality Management District (District) as of and for the
year ended June 30, 2018, and the related notes to the financial statements, which collectively
comprise the District’s basic financial statements as listed in the table of contents.

Managemen(’s Responsibility for the Financial Statements
g P

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.

Auditors’ Responsibility

Our responsibility is to express opinions 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 District’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 District’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 averall presentation of the financial statements.
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We helieve that the audit evidence we have obtained is sufficient and appropriate to pravide a
Isasis for our audit opinions.

(pinions

In our opinion, the financial statements referred to above present fairly, in all material cespects,
the respective financial position of the governmental activities and the major funds of Northern
Sierra Air Quality Management District as of June 30, 2018, and the respective changes in
financial position for the ycar 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, budgetary comparison information, the schedule of
Proportionate Share of the Net Pension Liability and the schedule of District Contributions and
the schedule of the District’s proportionate share of the net OPEB liability and schedule of
District OPEB contributions and Schedule of Changes in the District’s Total OPEB Liability and
Related Ratios as shown in the notes to the financial statements and required supplementary
information be presented to supplement the basic financial statements, Such information,
although not a basic part of the 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 apinion 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.



Ether Reparting Requived by Government Auditing Standards

In uccordance with Government Awditing Standards, we have also issued our report dated
tanvary 18, 2019, on aur consideration of the District’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 infernal contiol over financial 1epeiting 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 in considering the District’s internal control over financial reporting and compliance.

Respectfully Submitted,

SingletonAuman PC
Susanville, CA
January 18, 2019
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NORTHERN SIERRA AR QUALITY MANAGEMENT DISTRICT
Manzgement's Piscossion and Awalysis (MD&A)
June 30, 2018

INTRODUCTEON

Ohr disenssion and analysis of Northern Sicrra Air Quality Management District’s (Dastrict)
finincial performance pravides an overview of the Distriet™s financial activities for the fiscal
vear ended June 300 200K, M shonld he read i conjmetion with the PHstisee's Orancin)
statements (mcluding notes and supplementary information), which foilow this section.

The Distiict's discussion and analysis is designed to (a) assist the reader in locusing on
signilicant financial issues, (b) provide an overview of the District’s financial activity, (c)
identily changes in the District's financial position (its ability (o address the next and
subsequent year challenges), (d) identify any material deviations from the financial plan (the
approved budget), and (c) identify individual fund issues or concerns.

Overview of District’s Financial Activity

‘I'he District’s mission is to preserve air quality and protect the public health and welfare in
Nevada, Plumas and Sierra Counties. The District does this through programs implemented
with the assistance of federal, state and local contributions. A major portion of the District’s
yearly annual revenue is through state subvention.

Pursuant to the joint powers agreement and amendments signed by the chairperson of each
member county Board of Supervisors, the District receives funding from each of the Counties it
serves. [Bach year, the District’s Board of Directors adopts one method of calculating the
current year's contribution. Methods are based on historical contributions, county populations,
need, and inflation. Additional revenue comes from the following sources:

State Subvention Funds

AB 2766 DMV Surcharge Fees

AB 923 DMV Surcharge Fees

Stationary Source Fees

Hearing Board Fees

Open Burning Fees

Woodstove Inspection Fees

AB 2588 Air Toxics Hot Spots Fees

Fines Levied for Rule Infractions

Interest on Reserves

Subscriptions & Copies

Contract with EPA to Monitor PM2.5

Carl Mayer Program (grant pass-through only)
EPA’s 2015 Target Grant (for the Plumas PM.2.5 Nonattainment Area)
H & S Settlement with EPA



Assembly Bill 2766 (1991) Vehicle Registration Fee funds make up a significant portion of
District revenue, however, these funds may be used sofely to reduce air pollution from motor
vehicles and for related planning, monitoring, enforcement, and technical studies uccessury for
the implementation of the California Clean Air Act of 1988. The District collects 34 per
vehicle registration in Nevada County and Plumas C'c unty and $2 registration in Sierra County.

The District receives revenues from the State which are restricted - funds which can only he
used for exclusive purposes allocated by the Board and state requicements.  Examples of
continping, restricted funds are the pass-1 ) prograws of Bourd-approved AB2766
projects and Carl Moyer Heavy-Duty Diesel program. The District administers the expenditure
of these monies (restricted expenditures) for worthy air pollution projects within the District’s
Jurisdiction. All monies restricted for external grants only are placed in an account (Restricted
Budget) separate from the District’s [nternal Operating Budget.

Carl Moyer Program pass-through funds come from ARB at a different cycle than the
District’s Fiscal Year of July 1, and is to be used throughout a three year time period. During
FY 17/18, the District disbursed $179,761.

The External AB2766 grant cycle lags behind the fiscal year by 3 months, running from
October 1 to September 30th. AB 2766 funding is encumbered in June (for previously
approved grants) for use after June 30th. Typically, about half of ori ginally allocated funds are
used in these final months. During the first 3 months of the AB 2766 grant cycle, the opposite
istrue. As grantees gear up and since grant payments are reimbursement-based there is a lag of
several months before payments are made to grantees. This irregular, unpredictable cash flow
produces confusion to those trying to evaluate the District’s reserves and can lead to overly
optimistic estimations of the financial health of the District’s reserves. In order to make this
process easier to understand, the District places the granted portion of AB2766 funds in a
Separate account (Restricted Account) from the Operating Account. The AB 2766 projects must
go through a competitive process and be approved by the District’s Board of Directors.

During FY 17/18, the District disbursed $332,600.

TIMBER (Truck Improvement Modernization Emission Reduction Program)

The Carl Moyer Truck Improvement/Modernization Benefitting Emission Reductions
(TIMBER}) Program provides a streamlined approach for replacing older, high-polluting heavy-
duty log trucks earlier than required. The TIMBER program helps reduce some of the costs
associated with replacing a log truck with a new (not used) log truck. The District disbursed
$24,720 during FY 17/18.

EPA’s Target Grant (for the Plumas PM2.5 Nonattainment area)
The District received a $2.48 million grant from the Targeted Air Shed Grant for a wood stove
change-out program. The grant is intended to improve air quality in areas of the U. S. with the

highest levels of pollution. During fiscal year 17/18 the District expended $214,337 on this
grant.

H & S Woodstove Mitigation i
The District had a one-time revenue of $400,000 as a result of a settlement between H&Sand

the Environmental Protection Agency. These funds are to be used for & woodstove change-out
program. The District disbursed $84,600 during FY 17/18.
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Financial Hiphlights — Qperating Budget
The operating fund reported an excess of revenues over expenditures this year of $264,799.

During the year, the District’s non-grant expenses were $692,786, while revenue for the
unrestricted fund was $957,585.

Operating Budget - Revenue

Revenues were $957,585 which exceeded expected revenue by $86.495. This was largely due
(o greater than expecied permit fees.

For Fiscal Year 18/19, the District expects revenue to be $931,407.
Operating Budget - Expenditures

During FY 17-18, approximately 75% of expenditures ($522,542) were utilized for Salaries and

Benefits. During FY 18/19, the District expects $583,847 (77% of total expenditures) for
Salaries and Benefits.

Financial Highlights - Restricted Budget

The restricted fund reported an excess of expenditures over revenues this year of $2.287.

During the year, the District's restricted revenue was $833,620 while expenditures for the
restricted fund were $835,907.

Restricted Revenue

Total revenue for FY 17/18 was $833,620. This revenue is from five govemment grant
programs; AB2766, AB 923, EPA Target Grant, TIMBER and the Woodstove change-out.

Restricted Expenditures

Total amount disbursed in FY 17/18 was $835,907. Major disbursements were as follows:
$332,600 for the AB2766 program, $179,761 for the Carl Moyer Heavy Duty Diesel program,

$24,720 for the TIMBER Program, $84,600 for the H & S Mitigation Program and $214,437
for the EPA Target Grant.

FINANCIAL HIGHLIGHTS
o Total net position was $69,709 at June 30, 2018. This was an decrease of $296,663 over
the prior year.

g Overall revenues were $1,791,205, which were maore than expenses of $1,675,281 by
$115,924. In addition, there was a restatement decreasing beginning fund balance by
$412,587 reflecting increased OPEB liability.

o The General Fund reported a fund balance this year of $1,013,444.
o The Restricted Fund reported a fund balance this year of $667,553.

-



O VERVIEW OF FINANCIAL STATEMENTS

This annual report consists of three parts - management’s discussion and analysis (this section).
the basic financial statements, and required supplementary information. The three sections
together provide a comprehensive overview of the District. The basic financial statements are
comprised of two kinds of statements that present financial information from different
perspectives:

u Government-wide financial statements, which comprise the first two statements,
provide both short-term and long-term information about the entity’s overall financial
position.

0 Fund financial statements focus on reporting the iudividual parts of the District

operations in more detail. The fund financial statements comprise the remaining
statements.

= Governmental funds statements tell how general government services were
financed in the short term as well as what remains for future spending.

®  Fiduciary fund statements provide information about the financial relationships in
which the District acts solely as a trustee or agent for the benefit of others, to whom
the resources belong.

The financial statements also include notes that explain some of the information in the
statements and provide more detailed data. The basic financial statements are followed by a
section of required supplementary information that further explains and supports the financial
statements. A comparison of the district’s budget for the year is included.

Government-Wide Statements

The government-wide statements report information about the District as a whole using
accounting methods similar to those used by private-sector companies. The statement of net
position includes all of the govemment’s assets and liabilities. All of the current year’s

revenues and expenses are accounted for in the statement of activities regardless of when cash
is received or paid.

The two government-wide statements report the District’s net position and how it has changed.
Net position, the difference between assets and liabilities, is one way to measure the District’s
financial health or position.

a Over time, increases or decreases in the District’s net position is an indicator of whether
its financial health is improving or deteriorating, respectively.

o To assess the overall health of the District, one needs to consider additional
nonfinancial factors such as changes in the tax base, and changes in program funding by
the Federal and State governments, and the condition of the District’s facilities.

The government-wide financial statements of the District include governmental activities. Most
of the District’s basic services are included here, such as air monitoring.

-7-



Fund Financial Statements

The fund financial statcments provide more detaited information about the District’s most
significant funds-not the District as a whole. Funds arc accounting devises that the District uses
to keep track of specific sources of funding and spending for particular programs. Some funds
are required to be established by statc law and by bond covenants. The Board of Dircctors
cstablishes other funds (o control and manage moncy for particular purposes or (o show that the

Dislrict is meeting legal respansibilities for using certain revenues. The District has one kind of
fimls

0 Governmental funds - Most of the District’s basic services are included in governmental
funds, which generally facus on (1) how cash and other financial assets that can readily
be converted to cash flow in and out and (2) the balances lcft at year-end that are
available for spending. Conscquently, the governmental funds statements provide a
detailed short-term view that helps you determine whether there are more or fewer
financial resources that can be spent in the near future to finance the District’s
programs. Because this information does not encompass the additional long-term focus
of the government-wide statements, we provide additional information at the bottom of

the government funds statements that explains the relationship (or differences) between
them.



FINANCIAL ANALYSIS OF THE ENTITY AS A WHOLE

Net Position

The District’s combined net position was $69,709 af lunc 30, 2018. See Table 1.

Table 1:
Wet Position

Assets
Cash

Accounts Recevable

Prepaid Expenses

Captial Assets, Net of Accurnulated
Depreciation

Total Assets

Deferred Outflows
Pension Plan Contributions
OPEB Contributions
Total Deferred Outflows

Liabilities

Accounts Payable
Uneamed Revenue
Long-Term Debt

Total Liabilites

Deferred Inflows
Pension Plan Income

Net Paosition

Net Investment In Capital Assets

Restricted
Unrestricted

TOTAL NET POSITION

Total Percentage
Governmental Activities Change
2018 2017 2018-2017
$ 2018564 § 1,653,463 22.08%
172,535 193,431 -10.80%
9,254 100.00%
119,906 139,173 -13.84%
2,320,259 1,986,067 16.83%
250,083 250,083 100.00%
23,776 100.00%
273,859 250,083
9,651 17,028 -43.32%
509,705 411,381 23.90%
1,997,501 1,398,642 42.82%
2,516,857 1,827,051 37.76%
31,393 42,727 100.00%
119,906 139,173 -13.84%
667,553 669,840 -0.34%
(717,750) (442,641) 62.15%
$ 69,709 $ 366,372 -80.97%




¢ hanpes in Net Position

The District’s tofal revennes were $1.791.205. A majority of the revenie comes from Federal
and State aid Tor specific programs (87%) of total revenucs.

The tota) cost ol all programs and services was $1.675.281 This reflects an increase of $959
expenditures: from the prior year.

Tuble 2
Changes in Net Position
Tolal Percentage

Governmental Activitics Change
2018 2017 2018-2017
Revenues

Permits & Fees $ 222067 % 129,747 T1.15%

Government Funding 1,544,815 1.662,608 -7.08%

Inferest Income 24,323 21,953 10.80%

Other Income - 4,001 -100.00%
TOTAL REVENUES 1,791,205 1,818,309 -1.49%
Expenses:.

Air Quality Management 1,675,281 1,674,372 0.05%
TOTAL EXPENSES 1,675,281 1,674,372 0.05%
INCREASE/(DECREASE)

IN NET POSITION $ 115924 § 143,937 -19.46%

Governmental Activities

Table 3 presents the cost of each of the District’s functions as well as each function’s net cost
(total cost less fees generated by the activities and intergovernmental aid). The net cost reflects
what was funded by charges for services, operating grants and capital grants and contributions.

The total cost of all governmental activities this year was $1,675,281

Table 3
Net Cost of Governmental Activities
Total Cost of Services Net Cost of Services
2018 2017 2018 2017
Air Quality Management  $ 1,675,281 $ 1674322 $ 91,601 § 122,015
TOTAL $ 1675281 § 1674322 § 91,601 $ 137,785

-10-



FINANCIAL ANALYSIS OF THE DISTRICT'S FUNDS

The overall financial performance of the District as 2 whole is reflected in its governmental
funds as well. As the District completed the year, its governmental funds reported a combined
fund balance of $1,680,997 which is above last year’s ending fund balance of $1,418,485.

General Fund Budgétary Highlights
Before vack year the District budgets for that year uperation. The Disuicts™ budget was revised

during the year. A schedule of the District’s original and final budget amounts compared with

actual revenues and expenses is provided in the supplemental section of the audited financial
report,

CAPITAL ASSETS AND DEBT ADMINISTRATION

Capital Assets

At June 30, 2018, the District had invested $119,906 in a broad range of capital assets,
including furniture, equipment and vehicles. See Table 4.

Table 4
Capital Assets

Total Percentage

Governmental Activities Change
2018 2017 2018-2017

Fumiture $ 72,665 $ 72,665 0.00%
Equipment 271,952 259,349 4.86%
Vehicles 101,662 101,662 0.00%
Totals at Historical Cost 446,279 433,676 291%
Total Accumulated Depreciation (326,373) (294,503) 10.82%
NET CAPITAL ASSETS $ 119,906 § 139,173 -13.84%

The District expects to spend $23,053 in capital expenditures for the 2018/19 fiscal year for
office and field equipment.

-11-



Leng-Term Debt

At year end, the District had $1,997,501 in debt, consisting of compensated absences, other
post-employment benefits and net pension liability as shown in Table 5. More detailed
information about the District’s debt is presented in the nates to the financial statements.

Table §
Long-Term Debt
Governmental Activities Change
2018 2017 2018-2017
Compensated Absences 5 56,065 $ 56,065 0.00%
Other Postemployment Benefit
Obligation 884,064 416,993 112.01%
Net Pension Liability 1,057,372 925,584 14.24%
TOTAL LONG-TERMDEBT § 1997501 § 1,398,642 42.82%

ECONOMIC FACTORS AND NEXT YEAR’S BUDGETS AND RATES

At the time these financial statements were prepared and audited, the District was aware of
several circumstances that could affect its future financial health:

o The uncertainty of state funding can have a profound impact on the financial health of
the District. Although no changes are currently anticipated, the state government could
implement mid-year budget cuts and further cash deferrals.

CONTACTING THE DISTRICT'S FINANCIAL MANAGEMENT

This financial report is designed to provide our citizens, taxpayers, parents, participants,
investors and creditors with a general overview of the District’s finances and to demonstrate the
District’s accountability for the money it receives. If you have questions about this report, or
need additional financial information, contact:

Gretchen Bennitt, Air Pollution Control Officer
Northern Sierra Air Quality Management District
200 Litton Drive, Suite 320

Grass Valley, CA 95945

530-274-9360



NORTHERN SIERRA AIR QUALITY MANAGEMENT DISTRICT
STATEMENT OF NET POSITION
JUNE 30,2018

Governmental
Activities

Assets
Cash on Hand and in Banks $ 142,191
Cash in County Treasury 1,876,373
Accounts Receivable 172,535
Prepaid Expenses 9,254
Capital Assets:

Fumiture, Equipment, Vehicles, Net 119,906

Total assets

Deferred Qutflows of Resources

Deferred Recognition of Contributions to
Pension Plan

Deferred Outflows- OPEB Contributions

Total Deferred Outflows of Resources

Liabilities

Accounts Payable

Uneamed Revenue

Noncurrent Liabilities
Due within one year
Due within more than one year
Net Pension Liability

Total liabilities

Deferred Inflows of Resources

Deferred Recognition of Pension Plan Eamings

Net Position
Net Investment in Capital Assets

Restricted
Unrestricted
Total Net Position

$ 2,320,259
3

$ 273,924
23,776

§ 297,700
e ————

$ 9,651
509,705

56,065
884,064
1,057,372

$ 2,516,857

$ 31,393

$ 119906
667,553

(717,750)

$ 69,709
L ———— ]

The accompanying notes are an integral part of this statement.
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NORTHERN SIERRA AIR QUALITY MANAGEMENT DISTRICT

Swsety

Cash on Hand and in Banks
(Cash in County Treasury
Accounts receivable
Prepaid Expenses

Total Assets

Liabilities and Fund Balance
Liabilities:

Accounts Payable

Unearned Revenue

Total Liabilities

Fund Balance:
Restricted
Committed
Unassigned

Total Fund Balance

Total Liabilities and Fund Balance

BALANCE SHEET
JUNE 30, 2018

General Fund  Restricted Fund Tatal
s 142,191 5 - $ 142,191
802,055 1,074,318 1,876,373
73,587 98,948 172,535
9,254 . 9,254

$ 1,027,087 $ 1,173,266

3 2,200,353

$ 6976 $ 2,675 9,651
6,667 503,038 509,705

13,643 505,713 519,356
667,553 667,553

633,000 - 633,000
380,444 - 380,444
1,013,444 667,553 1,680,997

$ 1,027,087 $ 1,173,266
=3

$ 2,200,353

The accompanying notes are an integral part of this statement.
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NORTHRRN SIERRA AIR QUALITY MANAGEMENT DISTRICT
RECONCILIATTON OF THE GOVERNMENTAL FUNDS BALANCE SHEET TO
THE STATEMENT OF NET FOSITION
JUNE 30,2018

Total Fund Balances - Governmental Funds $ 1,680,997

Amounts reported for governmental activities in the Statement
of Net Position are different because:

Capital assets used in governmental activites are not reported in the funds 119,906

Payables for compensated absences which are not due in the current

period are not reported in the funds (56,065)

Deferred Outflows of resaurces in governmental activies are reported

as expenditures in the funds 297,700

Deferred Inflows of resources in govermental activities are not reported

in the funds (31,848)

Payables for Pension Benefits which are not due in the current period

are not reported in the funds (1,057,372)

Payables for Other Post-Employment Benefits which are not due in the

current period are not reported in the funds. (384,064)
Total Net Position - Governmental Activities $ 69,254

The accompanying notes are an integral part of this statement
-16-



NORTHERN SIERRA AIR QUALITY MANAGEMENT DISTRICT
STATEMENT OF REVENUE, EXPENDITURES,
AND CHANGES IN FUND BALANCE
FOR THE YEAR ENDED JUNE 30, 2018

General Restricted
Jdued o Fwed 0 Total
Revenue:
Permits & Fees b 222,067 § - 3 222,067
Intergovernmental Revenue 711,195 833,620 1,544,815
Interest Income 24,323 - 24,323
Total Revenue 957,585 833,620 1,791,205
Expenditures:
Air Quality Management
Salaries 348,849 - 348,849
Benefits 173,693 . 173,693
Air Monitoring 932 932
H & S Mitigation - 84,600 84,600
AB 2776 Grants - 332,600 332,600
Carl Moyer Diesel - 179,761 179,761
Timber Program - 24,720 24,720
BPA Target Grant - Wood St. 214,437 214,437
Professional Fees 65,276 - 65,276
Communications 17,290 - 17,290
Travel 12,214 - 12,214
Office 8,033 - 8,033
Rent and Utilities 42,746 - 42,746
Repairs and Maintenance - - -
Dues and Subscriptions 3,258 - 3,258
Insurance 1,509 - 1,509
Capital Outlay 12,603 - 12,603
Miscellaneous 6,383 (211) 6,172
Total Expenditures 692,786 835,907 1,528,693
Revenue Over (Under) Expenditures 264,799 (2,287) 262,512
Fund Balance, July | 748,645 669,840 1,418 485
Fund Balance, June 30 $ 1013444 9% 667,553 § 1,680,997

The accompanying notes are an integral part of this statement.
-17-



NORTHERN SIERRA AIR QUALITY MANAGEMENT DISTRICT
RECONCILIATION OF THE STATEMENT OF REVENUE AND EXPENDITURRES
TO THE STATEMENT OF ACTIVITIES
JUNIE 30, 2018

Net Changes in fund balances - total governmental funds ¥ 262,512

Amounts reported for governmental aclivities in the Statement of Activities
("SOA") are different because:

The depreciation of capital assets used in governmental activities is not

reported in the funds. (31,870)
Other Post-Employment Benefits are reported as the amount eamed in
the SOA but as the amount paid in the funds. (30,708)
Capital Outlays are not reported as expenses in the SOA 12,603
Pension Expenditures used in governmental activities are not reported in the
funds (97,068)
Changes in nel position of governmental activities - statement of activities $ 115,469

The accompanying notes are an integral part of this statement
-18-



NORTHERN SEIRRA. AIR QUALITY MANAGEMENT DISTRICT
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2018

MNOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The Northem Sierra Aic Quality Management District (District) was founded on November 20,
TORG by an agreement between Nevada, Mumas and Siern Comstics and theay corresponding An
Pollution Control Districts under provisions of Chapter 3 Part 3 Division 26 of the California
Health and Safety Code. The District is responsible for attaining and maintaining the federal and
state ambient air quality standards, and is therefore engaged in activities such as air monitoring,
planning, enforcement, permitting, public education, and complaint investigation. Substantial
funding for the District is from County established surcharges on vehicle registrations. These
monies are collected by the California Department of Motor Vehicles and subsequently remitted
to the District. Other sources of revenues include state subvention funding and fees from various
permits, fincs, and County general fund contributions. Over 50% of the District’s revenue
originates from or passes through departments of the State of California.

The District accounts for its financial transactions in accordance with accounting principles
generally accepted in the United States of America (GAAP) as prescribed by the Governmental

Accounting Standards Board (GASB) and the American Institute of Certified Public Accountants
(AICPA).

1. Reporting Entity

The District's combined financial statements include the accounts of all its operations. The
District evaluated whether any other entity should be included in these financial statements. The
criteria for including organizations as component units within the District's reporting entity, as
set forth in GASB Statement No. 14 “The Financial Reporting Entity” and GASB Statement No.
39 “Determining Whether Certain Organizations Are Component Units,” include whether:
- The organization is legally separate (can sue and be sued in its name)
- The District holds the corporate powers of the organization
- The District appoints a voting majority of the organization's board
- The District is able to impose its will on the organization
- The organization has the potential to impose a financial benefit/burden on the District
- There is fiscal dependency by the organization on the District
- The economic resources received or held by the separate organization are entirely or
almost entirely for the direct benefit of the primary government
- The primary government is entitled to, or has the ability to otherwise access, a majority of
the economic resources received or held by the separate organization
- The economic resources received or held by an individual organization that the specific

primary govemment is entitled to, or has the ability to otherwise access, are significant to
that primary government

Based on these criteria, the District has no component units. Additionally, the District is not a
component unit of any other reporting entity as defined by the GASB Statement,
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2. Basis of Presentation, Basis of Accounting

a. Basis of Presentation

Govermment-wide Statements: The statement of net position and the statement of activities
include the financial activities of the overall government, except for fiduciary activities.
Eliminations have been made to minimize the double-counting of internal activities.
Governmental activities generally are financed through taxes, 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 governmental activities. Direct expenses are those
that are specifically associated with a program or function and, therefore, are clearly
identifiable to a particular function. The District does not allocate indirect expenses in the
statement of activities. Program revenues include (a) fees, fines, and charges paid by the
recipients of goods or services offered by the programs and (b) grants and contributions that
are restricted to meeting the operational or capital requirements of a particular program.
Revenues that are not classified as program revenues, including all taxes, are presented as
general revenues.

Fund Financial Statements: The fund financial statements provide information about the
District's funds, with separate statements presented for each fund category. The emphasis of
fund financial statements is on major governmental funds, each displayed in a separate
column. All remaining governmental funds are aggregated and reported as non-majoi funds.

The District reports the following major governmental funds:

General Fund: This is the District’s primary operating fund. It accounts for all financial
resources of the district except those required to be accounted for in another fund.

Restricted Fund: This is the program fund of the District. It represents resources restricted to
support of District air quality improvement and monitoring grants funded by AB 2766, Carl
Moyer, Wood Stove Replacement Project, EPA PM2.5 Grant, and other government
funding programs.

b. Measurement Focus, Basis of Accounting

Government-wide Financial Statements: These financial statements are reported using the
economic resources measurement focus. They are reported using the 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. Nonexchange
transactions, in which the District gives (or receives) value without directly receiving (or
giving) equal value in exchange, include county assessments, grants, entitlements, and
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donations. Revenue from grants, entitlements, and donations is recogmzed in the fiscal year in
which all eligibility requirements have been satisfied.

Governmental Fund Financial Statements: Governmental finds are 1eparded neing 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 year-end. Investment earnings are recorded as eamed, since they are
both measurable and available, Revenue from permits is not considered measurable until they
are received and are recognized as revenue at that time because the renewal amount is based
partially on actual emissions for the preceding period. Expenditures are recorded when the
related fund liability is incurred, except for principal and interest on general long-term debt,
claims and judgments, and compensated absences, which are recognized as expenditures to
the extent they have matured. General capital assets acquisitions are reported as expenditures

in governmental funds. Proceeds of general long-term debt and acquisitions under capital
leases are reported as other financing sources.

When the District incurs an expense for which both restricted and unrestricted resources may
be used, it is the District's policy to use restricted resources first, then unrestricted resources.

3. Assets, Liabilities, and Equity
a, Deposits & Investments

Cash is composed of the following amounts as of June 30, 2018:

Restricted Unrestricted Total
Cash on hand and in banks $ © - $ 142,191 $ 142,191
Cash in Nevada County Treasury 1,074,318 802,055 1,876,373

Total Cash and Investments $§ 1074318 § 944246 § 2,018,564
e e et

Cash balances held in banks are insured to $250,000 by the Federal Depository Insurance
Corporation. All cash held by the financial institutions is fully insured or collateralized.
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Nearly all cash at June 30, 2018 is pooled for investment purposes and held by Nevada
County. Interest is apportioned quarterly to the District based on the average daily balances
on deposit with the County of Nevada. The Nevada County Treasury is an external
mvestmert pool for the District and the District 45 considered and involuntary participant.
The investments made by the Treasurer are regulated by the California Government Code and
by the County’s investment policy, however, the County’s investment pool is not rated by a
nationally recognized rating agency. By limiting its investments to the Nevada County
Treasurers' investment pool, managed in accordance with the California Government Code,
the District minimizes its exposure to custodial credit risk, concentration of credit risk,
interest rate risk, and foreign currency risk.

Cash deposits are reported at carrying value which reasonably estimates fair value.

b. Capital Assets

Purchased or constructed capital assets are reported at cost or estimated historical cost.
Donated fixed assets are recorded at their estimated fair value at the date of the donation. The
cost of normal maintenance and repairs that do not add to the value of the asset or materially
extend assets’ lives are not capitalized. A capitalization threshold of $1,000 is used.

Capital assets are being depreciated using the straight-line method over the following
estimated useful lives:

Estimated Useful

Asset Class Lives
Vehicles 5
Office Equipment 7
Fieild Equipment 5-7

Gain or loss is recognized when assets are retired from service or are otherwise disposed.

c. Receivable and Payable Balances

The District believes that sufficient detail of receivable and payable balances is provided in
the financial statements to avoid the obscuring of significant components by aggregation.
Therefore, no disclosure is provided which disaggregates those balances.

There are no significant receivables which are not scheduled for collection within one year of
year end.
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d. Deferred Outflows/Inflows of Resources

In addition to assets, the statement of financial position will sometimes report a scparatc
section for deferved outflows of vesources. This separate financial statement element, deferred
outflows of resources, represents a consumption of net position that applies to a future
period(s) and so will not be recognized as an outflow of resources (expense/expenditure)
until then. Currently, the District has only two items that qualify for reporting in this
category, deferred amounts from District pension contributions and deferred amounts from
District OPEB contributions.

In addition to liabilities, the statement of financial position will sometimes teport a scparate
section for deferred inflows of resources. This separate financial statement element, deferred
inflows of resources, represents an acquisition of net position that applies to a future
periad(s) and so will not be recognized as an inflow of resources (revenue) until that time.
The District has only one type of item that qualifies for reporting in this category, unavailable
amounts from the District portion of PERS pension earnings.

e. Compensated Absences

Accrued compensated absences for accumulated unpaid leave that is payable to employees
upon termination include 100% of all employees’ vacation time and compensated time off
camed. In addition, 35% of sick time earned for cmployees who have been employed by the
district for five years are also included. This liability is accrued in the Government-Wide
financial statements but not on the Governmental Fund financial statements. The current -
portion of the liabilities is recognized in the General Fund at year end.

£ Budgetary Accounting

The District adopts its budget by July 1* of each year. Supplemental appropriations are
adopted throughout the year as necessary. ’

g.Use of Estimates

The preparation of financial statements in conformity with Accounting Principles Generally
Accepted in the United States of America requires the use of management's estimates. Actual
results could differ from those estimates.
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h Components of Net Position

Far Government-Wide Financial Statements, equity is classified in three components as
follows’

Net Investment in Capital Assets consists of capital assets including restricted capital assets,
net of accumulated depreciation and reduced by the outstanding balances of debt borrowings
(hat are attributable to the acquisition, construction, or improvement of those assets.

Restricted Net Position consists of net assets with restrictions placed on the use either by
external groups such as contributors, grantors or regulations of other governments, or law
through constitutional provisions or enabling legislation

Unrestricted Net Position consists of all other net assets that do not meet the definition of
“restricted” or “net investment in capital assets.”

When both restricted and unrestricted resources are available for use, it is the District’s policy
to use restricted resources first, then unrestricted resources as they are needed.

The District can assign balances for specific future uses; however, these assignments are not
disclosed on the Statement of Net Position.

i, Equity Classifications

Fund balances of the governmental funds are classified as follows:

Nonspendable Fund Balance — represents amounts that cannot be spend because they are
either not in spendable form (such as inventory or prepaid insurance) or legally required to
remain intact (such as notes receivable or principal of a2 permanent fund).

Restricted Fund Balance — represents amounts that are constrained by external parties,
constitutional provisions or enabling legislation.

Committed Fund Balance — represents amounts that can only be used for a specific purpose
because of a formal action by the District’s governing board. Committed amounts cannot be
used for any other purpose unless the governing board removes those constraints by taking
the same type of formal action. Committed fund balance amounts may be used for other
purposes with appropriate due process by the governing board. Committed fund balance
amounts differ from restricted balances in that the constraints on their use do not come from
outside parties, constitutional provisions, or enabling legislation.
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Assigned Fund Balance - represents amounts which (he District infends (o use for a specific
purpose, but that do not meet the critenia to be clasvified as restricted or committed. Intent
may be stipulated by the governing board ar bady to which the gavesning, board delegates the
authonty  Specific ammans that are nog 1ostricied o commiticd in a special revenve, capital
projects, debts service or permanent fund are assigned for purposes in accordance with the
nature of their fund type or the fund’s primary purpose. Assignments within the general fund
conveys that the intended use of those amounts is for a specific purpose that is narrower that
the general purposes of the District.

Unassigned Fund Balance - represents amounts which are unconstrained in that they may be
spend for any purpose. Only the general fund reports a positive unassigned fund balance.
Other governmental funds might report a negative balance in this classification because of

overspending for specific purposes for which amounts had been restricted, committed or
assigned.

k. Subsequent Event Evaluation

Management has evaluated subsequent events through January 18, 2019, the date the financial
statements were available to be issued.

NOTE 2 - COMPLIANCE AND ACCOUNTABILITY

1. Finance-Related [.egal and Contractual Provisions

In accordance with GASB Statement No. 38, "Certain Financial Statement Note Disclosures,"
violations of finance-related legal and contractual provisions, if any, are reported below, along
with actions taken to address such violations: .

Violation Action Taken
None reported Not applicable

2. Deficit Fund Net Assets of Individual Funds

Following are funds having deficit fund net assets at year end, if any, along with remarks which
address such deficits

Deficit
Fund Name Amount Remarks
Unrestricted Net Position $718,205 The deficit is largely due to OPEB and

Pension liabilities.
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NOTE 3 -- CAPITAL ASSETS

A summary of chanpes m fixed assefs follaws

Balance Balance
06/30/17 Additions  Dispositions 06/30/18
Fumiture $ 72,665 $ 72,665
Equipment 259,349 12,603 271,952
Vehicles 101,662 101,662
433,676 12,603 - 446,279
Accumulated Depreciation (294,503) (31,870) (326,373)
Property, Plant and Equipment, Net § 139,173 § (19,267) $ - 3 119,906
Depreciation was charged to functions as follows:
Air Quality Management $31,870
NOTE 4 - LONG TERM DEBT
Long Term Debt is summarized as follows:
Balance Balance
06/30/17 Increases Decreases 06/30/18
Other Post Employment Benefits $ 416993 § 467,071 - $ 884,064
Compensated Absences 56,065 56,065
Net Pension Liability 925,584 131,788 1,057,372
Total Debt Payable $ 1,3985642 $ 598,859 $ - 1,997,501
Less Current Portion'

Long Term Portion of Debt Payable
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INOTE 5 - EXCESS OF EXPENSES OVER APPROPRIATIONS

Appropriations Category Amarnt
General Fund:

Travel $ 714

Office 5 333

Travel and office exceeded budget due to unanticipated expenditures.
INOTE 6 - COMMITMENTS AND CONTINGENCIES
Litigation

The District is not currently involved in litigation. In the opinion of management and legal
council, the disposition of all litigation pending will not have a material effect on the financial
statements.

State and Federal Allowances, Awards, and Grants

The District has received state and federal funds for specific puiposes that are subject to review
and audit by the grantor agencies. Although such audits could generate expenditure
disallowances under terms of the grants, it is believed that any required reimbursement will not
be material.

NOTE 7 - RISK MANAGEMENT AND LITIGATION

The District is exposed to various risks of losses related to torts; theft of, damage to, and
destruction of assets; errors and omissions; injuries to employees and customers; and natursl
disasters. The District has managed these risks by obtaining coverage from commercial insurance
companies as well as providing employee education and prevention programs. All nsk
management activities are accounted for in the General Fund. Expenses and claims are
recognized when it is probable that a loss has occurred and the amount of the loss can be
reasonably estimated. In determining claims, events that might create claims, but for which none
have been reported are considered.

The District’s attomey estimates that the amount of actual or potential claims against the District
as of June 30, 2018 will not materially affect the financial condition of the District. Therefore,
the funds contain no provision for estimated claims. Information relating to an analysis of claims
activities for the year was not available.
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NOTE 8 - PENSION PLAN
PPlan Description

‘The District, as the employer, participates in the cost-sharing, rultiple-employer defined benefit
pension plan administered by the California Public employees’ Retirement System (CalPERS).
The plan provides retirement and disability benefits, annual cost-of-living adjustments, and death
benefits to plan members, and beneficiaries. A full description of the pension plan benefit
provisions and assumptions for funding purposes can be obtained in Appendix B of the June 30,

2013 CalPERS actuarial evaluation report available at hitps://www_calpers.ca.gov/page/forms-
publications.

Contributions

The contribution requirements of the Plan are established by Section 20814(c) of the California
Public Employees’ Retirement Law, which requires that employer contribution rates for all
public employers be determined on an annual basis by the actuary and shall be effective on the
July 1 following notice of a change in the rate. For the measurement period ended June 30, 2018
the active employee contribution rate was 7% of annual pay, and the Districts contribution rate
was 9.58%. Contributions to the pension plan from the District were $73,545 for the year ended
June 30, 2018.

Pension Liabilities, Pension Expense, and Deferred Outflows and Inflows of Resources Related
t

o Pensions

At June 30, 2018, the District reported a net pension liability of $1,057,372 for its proportionate
share of the total net pension liability. The net pension liability was measured as of June 30,
2017, and the total pension liability used to calculate the net pension liability was determined by
an actuarial valuation as of June 30, 2017. The District’s proportion of the net pension liability
was based on the District’s contributions received by the pension plan relative to the total
contributions received by the pension plan for all participating employers as of June 30, 2018,
Based upon this information, the District’s proportion was .02682%.

For the year ended June 30, 2018, the District recognized pension expense of $108,089. At June

30, 2018, the District reported deferred outflows of resources and deferred inflows of resources
related to pensions from the following sources:
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Deferred Outfiows
of Resources

Dreferred Inflows
of Resources

Chaspe m Assomptions b 149743 %
Differences between Expected and

Actual Experience (17.408)
Differences between Projected and

Actual Investment Earnings 36,654
Differcnces between Employer's Contributions &

Proportionate Share of Contributions (13,985)

Change in Employer's Proportion 14,012
Pension Contributions made

Subsequent to Measurement Date 73,545
Total $ 273,924  § (31,393)

$73,545 reported as deferred outflows of resources related to pensions resulting from District
contributions subsequent to the measurement date will be recognized as a reduction of the net
pension liability in the year ended Jurme 30, 2019. Any other amounts reported as deferred
outflows of resources and deferred inflows of resources related to pensions will be recognized in

pension expense as follows:

Measurement Period  Deferred Outflows/(Inflows)

Ended June 30, of Resources
2019 40,400
2020 94,537
2021 55,812
2022 (21,762)
Total $ 168,987
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Actuarial Assumptions

The total pension liability was determined by un actuarial valuation as of June 30, 2017, using the

Dllowm

Discount Rate:
Inflation
Salary Increases:

Investiment Rate of Return

Mortality Rate Table:

Post Retirement Benefit
Increase

chuarial assomptions, apphed (o all prios peoods inchided n the measurenent

7.15%

2.75%

Varies by Entry Age and Service
750% net of Pension Plan
Administrative Expenses

Investment and

Derived using CalPERS Membership Data
for all Funds

Contract COLA up to 2.75% until Purchasing
Power Protection Allowance Floor on Purchasing
Power applies, 2.75% thereafter

The long-term expected rate of return on pension plan investments was determined using a
building-block method in which best-estimate ranges of expected future real rates of retumn
(expected returns, net of pension plan investment expense and inflation) are developed for each
major asset class. The table below reflects long-term expected real rates of return by asset class.
The rate of return was calculated using the capital marked assumptions applied to determine the
discount rate and asset allocation. These geometric rates of return are net of administrative

expenses.
New Strategic Real Return Real Retumn

Asset Class Allocation Years 1-10' years 11 +°
Global Equity 47.00% 5.25% 5.71%
Global Fixed Income 19.00 0.99 243
Inflation Sensitive 6.00 0.45 336
Private Equity 12.00 6.83 6.95
Real Estate 11.00 4.50 5.13
Infrastructure and Forestland 3.00 4,50 5.09
Liquidity 2.00 (0.55) (1.05)

'An expected inflation of 2.5% used for this period
2An expected inflation of 3.0% used for this period
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NOTE 9- FOSTEMPLOYMENT BENEFITS OTHER THAN PENSION BENEFITS

The District pravides certain postretircment healthcare benefits, as established by board policy, to
eligible employees through a single-ciployer plan gavemed by the Public Ewmployees® medical
& Hospital Care Act (PEMHCA) and administered by the District. The Plan is a single-employer
defined benefit OPEB plan. Employees may receive this benefit until they reach Medicare age.
Employees are eligible for this benefits after attaining the age of 55 with at least 10 years of
service to the District, Benefits are provided by CalPERS in exchange for premiums paid by the

District up to $9,600 per year. Employees hired after July 1, 2014 are not eligible for District
paid premiums. The plan does not issue a standalone report,

Authority to establish and amend the benefit terms and financing requirements lies with the
District board of directors. No assets are accumulated in a trust that meets the criteria in
paragraph 4 of GASB Statement NO. 75.

All contracts with District employees will be renegotiated periodically in the future, thus costs

and benefits are subject to change. Benefits and contribution requirements for the OPEB plan are
established by various labor agreements,

a. Funding Polic

The District currently pays for post-employment healthcare benefits on a pay-as-you-go basis.
The District has not set aside any funds to accumulate assets for future retiree obligations. Due
to the requirements of GASB No. 75, assets intended to fund future obligations are not
considered to offset the unfunded benefit obligation until the assets are transferred to an
irrevocable trust designed to pay for firture OPEB obligations.

At June 30, 2018, the following retirees were covered by the benefit terms:

Inactive employees or beneficiaries currently 3
receiving benefit payments

Active Employees 4

Total Number of Participants 7

b. Total OPEB Lability

The District’s total OPEB liability of $884,064 was measured as of June 30, 2017, and was
determined by an actuarial valuation as of that date.
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A ctuarial Assumption and Other Inputs
The total OPEB liability in the June 30, 2017 actuarial valuation was determined using the

following actuarial assumption and other mputs, applicd (0 all periods including in the
measurement unless atherwise specified.

Percent Married 50%

Salary Increases 3.00%

Discount Rate 3.13%

Healthcare Cost Trend Rates 6% for 2017, 5% for every year thereafter
Dental + Vision Cost Trend Rate 4.00%

Age Adjustment Factor 3.00%

Discount Rate
GASB 75 requires a discount rate that reflects the following:

a) The long-term expected rate of return on OPEB plan investments — to the extent that the
OPEB plan’s fiduciary net position (if any) is projected to be sufficient to make projected
benefit payment and assets are expected to be invested using a strategy to achieve to be
invested using a strategy to achieve that return;

b) A yield or index rate for 20-years, tax-exempt general obligation municipal bond with an
average rating of AA/Aa or higher — to the extent that the conditions in (a) are not met.

To determine a resulting single (blended) rate, the amount of the pan’s projected fiduciary net
position (if any) and the amount of projected benefit payments is compared in each period of
projected benefit payment. The discount rate used to measure the District’s Total OPEB liability
is based on these requirements and the following information:

4.00 %
Long-Term Expected Return of Plan
Investments
Municipal Bond 20- Year High Grade 3.13%

Rate Index

Pre-retirement mortality rates were bases on the RP- 2014 Employee Mortality Table for Males
or Females, as appropriate, without projection. Post-retirement mortality rates were bases on the
RP-2014 Health Annuitant Mortality Table for Males or Females, as appropriate, without
projection.
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Schedule of changes in Net OPEB Liabil ity

Total GPEB Lisbility

Service Cost $ 28,250
Interest 26,337
Changes of benefit terms 0
Difference between expected and actual

experience 0
Changes of assumptions 0
Benefit Payments (23,776)
Net Change in total OPEB liability 30,811
Total OPEB liability- beginning (a) 853.253
Total OPEB liability- ending (b) $_884.,064
Plan Fiduciary Net Position

Contributions — employer * $ 23,776
Net Investment Income 0
Benefit Payments (23,776)
Administrative expenses 0
Net Change in plan fiduciary net positions 0
Plan fiduclary net posftion — Begin ning (c) 0
Plan fiduciary net position ~ ending (d) $ 0
Net OPEB liability- beginning (c) — (a) $ 853,253
Net OPEB liability- ending (d) - (b) 3 884,064

* Amount includes implicit subsidy associated with benefits paid.

Sensitivity of the net OPEB liability to changes in the discount rate. The following presets the net
OPEB liability, as well as what the net OPEB liability would be if it were calculated using a
discount mate that is 1- percent point lower (2.13 percent) or 1- percentage- point higher (4.13
percent) than the current

discount rate:
1% Decrease Discount Rate 1% Increase
(2.13%) (3.13%) (4.13)
Net OPEB Liability (asset) $ 1,001,038 $ 884,064 $ 787,233

Sensitivity of the net OPEB liability to change in the healthcare cost trend rates. The following
presents the net OPEB liability, as well as what net OPEB liability would be if it were calculated
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using healthcare cost trend that are 1- percentage-point lower (5.300 percent decreasing to 4.0

percent) or 1- percentage- point higher {7.00 percent decreasing to 6.0 percent) than the current
healthcare cost trend rates:

1% Decrease Trend Rate 1% Increase
(5.0% Decreasingto  (6.00% decreasing To  (7.00% decreasing to
4.00%) 5.00%) 6.00%)
Net OPEB liability (assets) $ 783,255 $ 884,064 $ 1,005,184
c. QPEB Expense and Deferred Qutflow of Resources and Deferred Inflows of Resources

Related to OPEB

For the year ended June 30, 2018, the District recognized OPEB expense of 78,260. At June 30,
2018 the District report deferred outflows of resources related to the following sources:

Deferred outflow of Resources

Contributions made subsequent to measurement date $ 23,776

At June 30, 2018, the District did not report any deferred inflows of resources relating to OPEB.
Amounts reported as deferred outflows of resources related to OPEB will be recognized in OPEB
expense during the fiscal year ending June 30, 2019.

d Changing in Accounting Principle and Prior Period Adjustment

In June 2015 The GASB Issued Statement NO. 75 Accounting and Reporting for
Postemployment Benefits Other Than Pensions (OPEB) which is effective for fiscal year

beginning after June 15, 2017. The District has Implemented the provisions of this of this
Statement for the year ended June 30, 2018.

The Statement requires numerous new OPEB disclosures in the notes to the financial statements
and three new 10-year schedules as required supplementary information. Also, for the first time
the District is required to recognize OPEB expense, report deferred outflows of resources and
deferred inflows of resources related to OPEB and a net OPEB liability for its proportionate
shares of the collective OPEB expense. The reporting of these new amounts on the government-
wide financial statements, along with the effect of the restatement of the beginning net position
will affect the District’s govemment- wide net position as follows:
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June 30,2017 Net
Pasition as Previously Tune 30, 2017 Net
Stated GASB 75 Restatement  Position as Restated
Govemmant Aclivitios $ 366,372 $ 412,587 $ (46,215)

T otal Net Position
NOTE 10 - COMMITTED FUND BALANCE

As of June 30, 2018, the District through action by its board of Directors has internally
committed portions of the unrestricted fund balance as follows:

Detail of Committed Fund Balance

Other Post-Employment Benefits $ 150,000
Equipment Replacements / Depreciation 102,000
Leave Liability 52,000
A.ir Monitoring Program 60,000
Public Education Program 5,000
Contingencies 264,000
Total $ 633,000

NOTE 11 - RELATED PARTY TRANSACTIONS
The District’s Board is made up of members of the Board of Supervisors of Nevada, Plumas, and
Siemra Counties. During the fiscal year ended June 30, 2018, Nevada County contributed

$48,439, Plumas County contributed $9,893 and Sierra County contributed $1,602 to support the
District’s operations.

NOTE 12 - JOINT POWERS AGREEMENT

The District participates in one joint venture under joint powers agreements (JPA’s) with the
Special District Risk Management Authority (SDRMA), a public entity risk pool established to
provide health, liability, property, and workers’ compensation insurance to its members. The
boards control the operations of the JPA’s including the selection of management and approval

of the operating budget, independent of any influence my the member districts beyond their
representation on the boards.
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NORTHERN SIERRA AIR QUALITY MANAGEMENT DISTRICT
GENERAL FUND BUDGETARY COMPARISON SCHEDULE
FOR THE YEAR ENDED JUNE 30, 2018

Budgeted Amounts Variance with
Original Final Final Budgel
Budget Budget Actual Positive / (Negative)
Revenue:
Penmits & Fees § 154,000 $ 154,000 § 222,067 § 68,067
Intergovemmental Revenue 710,490 710,490 711,195 705
Interest Income 5000 5000 24,323 19,323
Other Income 1,600 1,600 - (1,600)
Tolal Revenue 871,090 871,090 957,585 86,495
Expenditures:
Air Quality Management
Salaries 413,798 377,298 348,849 28,449
Benefits 182,381 182,381 173,693 8,688
N Air Monitoring 15,000 15,000 932 14,068
Professional Fees 43,000 65,500 65,276 224
Communications 15,000 17,500 17,290 210
Travel 8,500 11,500 12,214 (714)
Office 7,700 7,700 8,033 (333)
Rent and Utilities 35,540 43,540 42,746 794
Repairs and Maintenance 3,500 3,500 - 3,500
Dues and Subscriptions 3,450 3,450 3,258 192
Insurance 8,000 8,000 1,509 6,491
Capital Qutlay 35,430 27,000 12,603 14,397
Miscellaneous 10,520 11,020 6,383 4,637
T otal Expenditures 781,819 773,389 692,786 80,603
R evenue Over (Under) Expenditures $ 89,271 $ 97,701 264,799 § 5,892
3 L — e —— T
Fund Balance, July 1 748,645
Fund Balance, June 30 $1,013,444
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NORTHERN SIERRA ATR QUALITY MANAGEMENT DISTRICY
RESTRICTED FUND BUDGETARY COMPARISON SCHEDULK
FOR THE YEAR ENDED JUNE 30, 2018

Budgeted Amounts Variance with
Original Final Final Budget
Budget Budpet Actual Positive / (Nepanve)
Revenue:
Intergovernmental Revenue $ 828,275 $ 828,275 $ 833,620 5 5,345
lnterest Income 4,299 4,299 - (4,299)
Total Revenue 832,574 832,574 833,620 1,046
Expenditures:
Air Quality Management
AB-2014 21,207 21,207 21,207
AB-2015 86,721 86,721 86,721
AB-2016 230,635 230,635 230,635
H & S Mitigation 84,600 (84,600)
AB 2776 Grants 225,895 225,895 332,600 (106,705)
Carl Moyer Diesel 179,584 179,584 179,761 177
Timber Program 24,531 24,531 24,720 (189)
AB 923 168,580 168,580 - 168,580
EPA Target Grant- Woodstove 398,400 398,400 214,437 183,963
Miscellaneous 470 470 211) 681
Total Expenditures 1,336,023 1,336,023 835,907 161,553
Revenue Over (Under) Expenditure $ (503,449)  $(503,449) (2287 § (160,507)
Fund Balance, July 1 669,340
Fund Balance, June 30 $ 667!553
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NORTHERN SIERRA AIR QUALITY MANAGEMENT DISTRICT
SCHEDULE OF THE DISTRICT'S PROPORTIONATE
SHARE OF THE NET OPEB LIABILITY

Measurement
Year Ended
2017
District’s proportion of the
collective net OPEE liability 100%
District's proportionate share of
the collective net OPEB liability $ 884,064
Tolal $§ 884,064
—_———l
Oistrict’s covered-employse payroll $ 364,341
District's proportionate share of the
net OPEB liability as a percentage
ofits covered-employee payroll 41.21%
Plan fiduciary net position as a percentage
ofthe total OPEB liability N/IA

*This schedule is presented to iliustrate the requirement to show information for 10 years. However, until

afull 10-year trend Is compiled, the schedule provides the information for those years for which information
is avaiable.
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NORTIHIERN SIERRA AIR QUALITY MANAGEMENT DISTRICT
SCHEDULE OF THE DISTRICT'S OPEB CONTRIBUTIONS

Measurement

Year Ended
2017

Slatutorily or contractually required
District contribulion $ 54,587
Conityutiuns seeognized by OPER i
relalion to statutorily or contractually
required conlribution 23,776

Contribution deficlency (excess) $ 30,811
Disirict's covered-employee payroll $ 364,341
Conlributions as a percentage of
covered-employee payroll 14.98%

*This schedule is presented to illustrate the requirement to show information for 10 years. However, until

a full 10-year trend is compiled, the schedule provides the information for those years for which information
is available.
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?‘}gﬁngHEtO nAu ma n PC lohn . Auman, (14

CERTIFICD PUBLIC ACCOUNTANTS AND CONSULTANSS Clay . Singleton, Cpa, Mshr s

REPORT ON INFERNAL CONTROL OVER FINANCIAL REPORTING AND ON
COMPLIANCE AND OTHER MATTERS BASED: ON AN AUDIT OF FINANCLAL
STATEMENTS PERFORMED IN ACCORDANCE WITH GOVERNMENY AUDITING
STANDARDS

Board of Directors
Northem Sierra Air Quality Management District
Girass Valley CA, 95945

We have audited, in accordance with the 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, the financial
statements of the governmental activities and the major funds of the Northem Sierra Air Quality
Management District as of and for the year ended June 30, 2018, and the related notes to the
financial statements, which collectively comprise the District’s basic financial statements and have
issued our report thereon dated January 18, 2019.

Internal Control over Financial Reporting

In planning and performing our audit of the financial statements, we considered the District’s
internal control over financial reporting (internal control) to determine the audit procedures that
are appropriate in the circumstances for the purpose of expressing our opinions on the financial
statements, but not for the purpose of expressing an opinion on the effectiveness of the District’s
internal control. Accordingly, we do not express an opinion on the effectiveness of the District’s
internal control

Our consideration of internal control was for the limited purpose described in the proceeding
paragraph and was not designed to identify all deficiencies in internal control that might be
material weaknesses or significant deficiencies and therefore, material weaknesses or significant
deficiencies may exist that were not identified. However, as described in the accompanying
schedule of findings and questioned costs, we identified certain deficiencies in internal controls
that we consider to be material weaknesses and significant deficiencies.

A deficiency in internal control exists when the design of operation of 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 a 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 basis. We found no deficiencies that we considered to be

material weaknesses.
Susanville: Chester:
1740 Main Street, Suite A, Susanville, CA 96130 sa@sa-cpas.com PO Box 795, Chester, CA 96020

$30.257.1040 Fax: 530.257.8876 www.sR-tpds.com 530.258.2272 Fax: 530.258.2282



A. significant deficiency is a deficiency, or a combination of deficiencies, in internal control thatis
less severe than a material weakness, yet important enough to merit attention by those charged
with governance. We consider the deficiencies described in the accompany schedule of findings
and questioned costs to be significant deficiencies. See findings 2018-1 and 2018-2.

Compliance and Other Matters

As purt of sbtaining reasonable assurance about whether District’s financial statements are fiee of
material misstatement, we performed tests of its compliance with certain provisions of laws,
regulations, 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 our audit and, accordingly,
we do not express such an opinion. The results of our tests disclosed no instances of
noncompliance that are required to be reported under Government Auditing Standards.

District’s Response to Findings

The District’s response to the finding identified in our audit is described in the accompanying
schedule of findings and questioned costs. The District’s response was not subjected to the

auditing procedures applied in the audit of the financial statements and, accordingly, we express
no opinion on it.

Purpose of the Report

This purpose of this report is solely to describe the scope of our testing of internal conftrol and
compliance and the results of that testing, and not to provide an opinion on the effectiveness of the
District’s internal control or on compliance. This report is an integral part of an audit performed in
accardance with Government Auditing Standards in considering the District’s internal control and
compliance. Accordingly, this communication is not suitable for any other purpose.

Respectfully Submitted,

/Vﬁn_v\__’ ﬁg_
SingletonAumsY PC 4

Susanville, CA
January 18, 2019
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NORTHERN SIERRA AIR QUALITY MANAGEMENT DISTRICT
COMBINED SCHEDULE OF FINDINGS AND RESPONSES
JUNE 30, 2018

EXECUTIVE SUMMARY

Ve Northem Sierra Air Quality Management District (District) was founded on November 20,
1986 by an agreement between Nevada, Plumas and Sierra Counties and their corresponding Air
Pollution Control Districts under provisions of Chapter 3 Part 3 Division 26 of the California
Health and Safety Code. The District is responsible for attaining and maintaining the federal and
state ambient air quality standards, and is therefore engaged in activities such as air monitoring,
planning, enforcement, permitting, public education, and complaint investigation.

The quality of the District’s internal controls is highly dependent upon involvement in the day to
day operations by the District employees. Also, due to the limited number of employees of the
District, there is an inability to segregate the custody of and accountability for District assets in the

manner generally required for model systems of internal accounting controls. A summary of the
auditors’ results follows:

1. Type of Auditors’ Report on Financial Statements: Unmodified
2. Internal Control Findings: 2 Significant Deficiencies
3. Material Noncompliance Noted: None.
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NORTHERN SIERRA AIR QUALITY MANAGEMENT DISTRICT
COMBINED SCHEDULE OF FINDINGS AND QUESTIONED COSTS
JUNE 30, 2018

YELLOW BOOK SECTION
Internal Control — Significant Deficiency

IFinding 2018-1: Finaucial Statement Preparation

Criteria upon which audit finding is based (Legal Citation):

In accordance with Statement on Auditing Standards No. 122 (SAS 122), the District is
responsible for preparing complete and accurate financial statements, footnote disclosures, and
management’s discussion and analysis in accordance with Generally Accepted Accounting
Principles (GAAP),

Finding (Condition):

The District does not have policies and procedures in place to ensure that complete and accurate
financial statements, footnote disclosures, and management’s discussion and analysis are prepared
in accordance with GAAP prior to the annual audit for the newest GASB pronouncements, GASB
68 & GASB 75. Management relies upon the auditor to recommend faotnote disclosures and
required supplementary information schedules, for the financial statements and to prepare

adjusting journal entries for approval in order to report financial information in accordance with
GAAP.

Amount of Questioned Cost, How Computed and Prevalence:

None

Effect.

There is a risk that a financial statement misstatement may exist and not be prevented or detected
by the District’s system of internal control.

Cause:

This condition has always existed at the District, and is being reported in accordance with SAS
122.

Recommendation:
We recommend that the District hire a professional in governmental accounting on an ongoing

basis, to assist in the preparation of accounting records that are accurate and in accordance with
Governmental GAAP.

District's Response:
The District concurs with this finding.
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NORTHERN SIERRA AR QUALETY MANAGEMENT DISTRICT
COMBINED SCHEDULE OF FYNDINGS AND QUESTIONED COSTS
JUNE 30, 2018

YRLLOW BOOK SECTION

Internal Control — Significant Deficiency

Finding 2018-2: Lack of Segregation of Duties

Criteria upon which audit finding is based (Legal Citation):
Yellow Book paragraphs 5.11 — 5.15 and Appendix I, SAS No. 122,

Finding (Condition):

An inadequate segregation of duties exists.

Ammount of Questioned Cost, How Computed and Prevalence:
None.

Effect:

The Northern Sierra Air Quality Management District has exposure to risk of financial statement
misstatement and the potential risk for fraud.

Cause:

Due to the number of personnel assigned to duties. that involve access to the general ledger and
other accounting records and who also have custody of and responsibility for handling cash and
other assets, an inadequate segregation of duties exists.

Recommendation:
We recommend that the Northern Sierra Air Quality Management District engage an individual to
report to the board and serve in a Treasurer capacity.

The control system should be designed so that one person cannot do any two of the following:
1) Record transactions to the general ledger
2) Have custody of cash (sign checks).
3) Authorize transactions.

District's Response:
The District concurs with this finding.

-d46-



NORTHERN SIERRA AIR QUALITY MANAGEMENT DISTRICT
SUMMARY SCHEDULE OF PRIOR YEAR AUDIT FINDINGS
(FINDINGS FROM THE JUNE 30, 2017 AUDIT REPORT)
JUNE 30, 2018

Finding 2017-1

The District does not have policies and procedures in place to ensure that complete and sccurafe
financial statements, and {ootote disclosures prepared in accordance with. GAAP prior to the
annual audit. Management relies upon the auditor to recommend footnote disclosures for the

financial statements and to prepare adjusting journal entries for approval in order to report
financial information in accordance with GAAP.

Status
Partially Implemented See current year finding 2018-1.

Finding 2017-2

Due to the number of personnel assigned to duties that involve access to the general ledger and
other accounting records and who also have custody of and responsibility for handling cash and
other assets, an inadequate segregation of duties exists.

Status
Partially implemented. See current year finding 2018-2
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NORTHERN STERRA AIR QUALITY MANAGEMENT DINTRECT
CORRECTIVE ACTION PLAN
JUNK 3, 2018

Persom Moaitoring Corrective Action Plan
Gretehen Bennitt, Air Pollution Control Officer

Finding 2018-1: Kinancial Statement P'reparation

Finding (Condition)

The District. does niot have policies and procedures in place to ensure that complete and accurate
financial statements, footnote disclosures, and management’s discussion and analysis are prepared
in accordance with GAAP prior (o the annual audit for the newest GASB pronouncements, GASB
68 & GASB 75. Management relies upon the auditor to recommend footnote disclosures and
required supplementary information schedules, for the financial statements and to prepare

adjusling journal entries for approval in order to report financial information in accordance with
GAAP.

Corrective Action Planned
The District has determined that the costs of correcting this control weakness outweigh the

benefits to be received. The District will continue to rely on the independent auditor to prepare its
annual financial statements.

Expected Completion Date
Ongoing.

Finding 2018-2: Lack of Segregation of Duties
Finding (Condition)
Due to the number of employees an inadequate segregation of duties exists.

Corrective Action Planned
The District will consider supplementing policies and procedures to mitigate this deficiency.

Expected Completion Date
Ongoing.
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