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AGENDA
CALL TO ORDER - ROLL CALL

PUBLIC COMMENT PERIOD (Public Comment on Non-Agenda Items Pursuant to Government
Code § 54954.3) Members of the public are afforded the opportunity to speak on any agenda item. All
agendas for regular meetings are posted at Air District headquarters, 939 Ellis Street, San Francisco,
CA, and on the Air District’s website www.baagmd.gov at least 72 hours in advance of a regular
meeting. At the beginning of the regular meeting agenda, an opportunity is also provided for the public
to speak on any subject within the Board’s authority. Speakers will be limited to three (3) minutes each.

APPROVAL OF MINUTES OF AUGUST 5, 2013

AIR DISTRICT FINANCIAL AUDIT REPORT- FISCAL YEAR ENDING 2013
J. McKay/4629
imckay@baagmd.gov

The Committee will receive a report of the Fiscal Year Ending 2013 audit.

SECOND QUARTER FINANCIAL REPORT - FISCAL YEAR ENDING 2014
J. McKay/4629
jmckay@baagmd.gov

The Committee will receive an update on the Air District’s Second Quarter Financial Report.

AIR DISTRICT FINANCIAL OVERVIEW J. McKay/4629
jmckay@baagmd.gov

The Committee will receive an overview of the Air District’s financial outlook and strategies employed
during the fiscal year end 2014 budget cycle.



7. COMMITTEE MEMBER COMMENTS/ OTHER BUSINESS
Any member of the Board, or its staff, on his or her own initiative or in response to questions posed by
the public, may: ask a question for clarification, make a brief announcement or report on his or her own
activities, provide a reference to staff regarding factual information, request staff to report back at a
subsequent meeting concerning any matter or take action to direct staff to place a matter of business on
a future agenda. (Gov’t Code § 54954.2)

8. TIME AND PLACE OF NEXT MEETING - Wednesday, February 26, 2014, Bay Area Air Quality
Management District Office, 939 Ellis Street, San Francisco, California 94109 at 9:30 a.m.

9. ADJOURNMENT

CONTACT THE CLERK OF THE BOARDS (415) 749-5073
939 ELLIS STREET SF, CA 94109 FAX: (415) 928-8560
BAAQMD homepage:

www.baagmd.gov

e To submit written comments on an agenda item in advance of the meeting.
e Torequest, in advance of the meeting, to be placed on the list to testify on an agenda item.

e To request special accommodations for those persons with disabilities notification to the Clerk’s Office
should be given at least 3 working days prior to the date of the meeting, so that arrangements can be
made accordingly.

Any writing relating to an open session item on this Agenda that is distributed to all, or a majority of all,
members of the body to which this Agenda relates shall be made available at the District’s offices at 939
Ellis Street, San Francisco, CA 94109, at the time such writing is made available to all, or a majority of all,
members of that body.



BAY AREA AIR QUALITY MANAGEMENT DISTRICT
939 ELLis STReeT, SAN Francisco, CALIFORNIA 94109

FOR QUESTIONS PLEASE CALL (415) 749-5016 or (415) 749-4941

EXECUTIVE OFFICE:
MONTHLY CALENDAR OF AIR DISTRICT MEETINGS

JANUARY 2014
TYPE OF MEETING DAY DATE TIME ROOM
Board of Directors Climate Protection Thursday 16 9:30 a.m. 4th Floor
Committee (Meets 3" Thursday of every other month) Conf. Room
- CANCELLED
Board of Directors Executive Committee Monday 20 9:30 a.m. 4™ Floor
(Meets on the 3" Monday of each Month) - CANCELLED Conf. Room
Board of Directors Stationary Source Monday 20 10:30 a.m. Board Room
Committee (Meets on the 3™ Monday of each Month)
- CANCELLED
Board of Directors Budget & Finance Wednesday 22 9:30 a.m. 4" Floor
Committee Conf. Room
(Meets on the 4™ Wednesday of each Month)
Videoconference L ocation:
Santa Rosa Junior College
Doyle Room 4243
1501 Mendocino Avenue
Santa Rosa, CA 95401
Board of Directors Mobile Source Thursday 23 9:30 a.m. Board Room
Committee (Meets on the 4™ Thursday of each Month)
FEBRUARY 2014
TYPE OF MEETING DAY DATE TIME ROOM
Board of Directors Regular Meeting Wednesday 5 9:45a.m Board Room
(Meets on the 1% & 3" Wednesday of each Month)
- CANCELLED
Advisory Council Regular Meeting Wednesday 12 9:00 a.m. Board Room
(Meets on the 2™ Wednesday of each Month)
Board of Directors Executive Committee Monday 17 9:30 a.m. 4" Floor
(Meets on the 3" Monday of each Month) Conf. Room
Board of Directors Stationary Source Monday 17 10:30 a.m. Board Room

Committee (Meets on the 3" Monday of each Month)




TYPE OF MEETING

Board of Directors Regular Meeting
(Meets on the 1% & 3" Wednesday of each Month)

Board of Directors Budget & Finance

Committee
(Meets on the 4™ Wednesday of each Month)

Board of Directors Mobile Source
Committee (Meets on the 4™ Thursday of each Month)

TYPE OF MEETING

Board of Directors Regular Meeting
(Meets on the 1% & 3" Wednesday of each Month)

Advisory Council Regular Meeting
(Meets on the 2™ Wednesday of each Month)

Board of Directors Executive Committee
(Meets on the 3" Monday of each Month)

Board of Directors Stationary Source
Committee (Meets on the 3™ Monday of each Month)

Board of Directors Regular Meeting
(Meets on the 1% & 3 Wednesday of each Month)

Board of Directors Budget & Finance

Committee
(Meets on the 4™ Wednesday of each Month)

Board of Directors Mobile Source
Committee (Meets on the 4" Thursday of each Month)

HL - 01/15/14 (5:10 p.m.)

FEBRUARY 2014

DAY DATE TIME
Wednesday 19 9:45a.m
Wednesday 26 9:30 a.m
Thursday 27 9:30 a.m.
MARCH 2014

DAY DATE TIME
Wednesday 5 9:45 a.m.
Wednesday 12 9:00 a.m.
Monday 17 9:30 a.m.
Monday 17 10:30 a.m.
Wednesday 19 9:45a.m.
Wednesday 26 9:30 a.m.
Thursday 27 9:30 a.m.

P/Library/Forms/Calendar/Calendar/Moncal

ROOM

Board Room

4™ Floor
Conf. Room

Board Room

ROOM

Board Room

Board Room

4" Floor
Conf. Room

Board Room

Board Room

4™ Floor
Conf. Room

Board Room



AGENDA: 3

BAY AREA AIR QUALITY MANAGEMENT DISTRICT
Memorandum

To: Chairperson Carole Groom and Members
of the Budget and Finance Committee

From: Jack P. Broadbent
Executive Officer/Air Pollution Control Officer

Date: January 10, 2014

Re: Approval of the Minutes of Auqust 5, 2013

RECOMMENDED ACTION

Approve the attached draft minutes of the Budget and Finance Committee meeting of August 5,
2013.

DISCUSSION

Attached for your review and approval are the draft minutes of the Budget and Finance
Committee meeting of August 5, 2013.

Respectfully submitted,

Jack P. Broadbent
Executive Officer/APCO

Prepared by: Sean Gallagher
Reviewed by: Rex Sanders

Attachment



Draft Minutes — Budget and Finance Committee Meeting of August 5, 2013 AGENDA:

Bay Area Air Quality Management District
939 Ellis Street
San Francisco, California 94109
(415) 749-5073
Videoconference Location:
Santa Rosa Junior College
Doyle Library Room 4243
1501 Mendocino Avenue
Santa Rosa, CA 95401
DRAFT MINUTES
Summary of Board of Directors

Budget and Finance Committee Meeting
Wednesday, August 5, 2013

1. Call to Order — Roll Call

Committee Chairperson Carole Groom called the meeting to order at 9:30 a.m.

Present: Committee Chairperson Carole Groom; Vice-Chairperson Eric Mar; and
Directors Mark Ross, Brad Wagenknecht and Shirlee Zane (from
videoconference location).

Absent: Directors John Gioia, David Hudson, Liz Kniss and Nate Miley.

Also Present: Board of Directors Chairperson Ash Kalra.

2. Public Comment Period: None.

3. Approval of Minutes of April 24, 2013

Committee Comments: None.

Public Comments: None.

Committee Action:

Director Wagenknecht made a motion to approve the Minutes of April 24, 2013; Director Ross
seconded; and the motion carried unanimously.

4, Fourth Quarter Financial Report — Fiscal Year Ending (FYE) 2013

Jack Colbourn, Director of Administrative Services, delivered the staff report Fourth Quarter
Financial Report — Fiscal Year Ending 2013, including unaudited overviews of general fund
revenues and expenses, fund balances and to report there were no vendor payments in excess of
$70,000 without Board of Directors review.



Draft Minutes — Budget and Finance Committee Meeting of August 5, 2013

Committee Comments:

The Budget and Finance Committee (Committee) and staff discussed permit revenue levels, the
effect of the economic downturn and the accuracy of projections given that they were made more
than a year ago.

Public Comments: None.

Committee Action: None; informational only.

5. Approval of Financing for Joint Regional Agency Co-Location at 375 Beale Street

Mr. McKay gave the staff presentation 375 Beale Street Acquisition Status and Financing,
including overviews of the site location, floor plans and shared space, components for
disposition of 939 Ellis, comparisons of the annual costs for each building, a detailed review of
the financing team, principles and documents, and finally the next steps.

Committee Comments:

The Committee, staff and Brian Mayhew, Chief Financial Officer, Metropolitan Transportation
Commission (MTC), discussed how the material from today’s meeting varies from that provided
in the past and whether the field of possible interest rates has narrowed, that the MTC is clearly
set up to shoulder the risk of interest rates in this transaction and asked what is the risk to
taxpayers at large, and the maximum interest rate caps and whether the loan may be prepaid
without penalty.

NOTED PRESENT: Director Mar was noted present at 9:50 a.m.

The Committee and staff discussed whether leased space for tenants is still part of the building
plan, whether the Air District will enjoy an income from that source which could then be applied
against the loan balance, that this represents what seems to be a safe and fair deal for all parties,
and whether the issue of common area maintenance charges have been worked out.

Mr. McKay invited David Brodsly, Managing Director, KNN Public Finance, to speak in greater
detail about the fairness of the deal for taxpayers at large.

Board Chairperson Kalra thanked staff and the financing team for their work and commended the
financing arrangement.

Director Zane commended staff and the financing arrangement.

Public Comments: None.

Committee Action:

Director Wagenknecht made a motion, seconded by Director Ross, to recommend the Board of
Directors authorize the Executive Officer/APCO to sign necessary documents to finance the



Draft Minutes — Budget and Finance Committee Meeting of August 5, 2013

purchase of the Bay Area Air Quality Management District portion of 375 Beale Street, San
Francisco; and the motion carried unanimously.

6. Committee Member Comments/Other Business:

Director Ross suggested a policy or practice be established whereby positive revenues that are
gained unexpectedly as the economy improves be applied to long-term goals or projects, such as
the funding of Other Post-Employment Benefits.

Committee Chairperson Groom said the Committee should consider Director Ross’ proposal and
asked staff to bring forward suggestions at its next meeting.

7. Time and Place of Next Meeting:

Monday, September 9, 2013, at Bay Area Air Quality Management District Headquarters, 939
Ellis Street, San Francisco, CA 94109 at 11:00 a.m.

8. Adjournment: The meeting adjourned at 10:00 a.m.

Sean Gallagher
Clerk of the Boards



AGENDA: 4

BAY AREA AIR QUALITY MANAGEMENT DISTRICT
Memorandum

To: Chairperson Carole Groom and Members
of the Budget and Finance Committee

From: Jack P. Broadbent
Executive Officer/APCO

Date: January 10, 2014

Re: Air District Financial Audit Report - Fiscal Year Ending 2013

RECOMMENDED ACTION

None; receive and file.

BACKGROUND

Pursuant to the Section 11.2.1 of the Administrative Code, the Air District is required to have an
annual independent financial audit. The Independent Auditors, Gilbert Associates, Inc.
completed the Financial Audit Report of the Air District’s Financial Statements for the Fiscal
Year Ending 2013. The Independent Auditors also completed the Financial Audit Report of the
OMB Circular A-133 and Transportation Fund for Clean Air Compliance Reports for the Fiscal
Year Ending 2013.

DISCUSSION

The Air District’s independent auditors completed their audit of the Air District’s financial
records and activities for the year ended June 30, 2013 and issued an “unqualified opinion” or
clean opinion on the financial statements. Attached are the audit reports being presented along
with a brief summary:

1. Basic Financial Statements
The statements are prepared in conformity with generally accepted accounting principles
generally accepted. The purpose of the statements is to convey financial information to
external customers/users. The statements report the Air District’s annual operations and
demonstrate financial compliance with legal requirements. The report on the basic
financial statements is unqualified with no reportable conditions, no instances of non-
compliance, and no financial statement findings noted.

2. OMB Circular A-133 and Transportation Fund for Clean Air Compliance Report
This report addresses the auditors’ consideration of the Air District’s internal control over
financial reporting, and results of auditor’s tests of Air Districts compliance with
provisions of laws, regulations, contract and grant agreements, and other areas in
accordance with Government Auditing Standards. The report also addressed compliance



with applicable Health and Safety Codes for allocation of Transportation Funds for Clean
Air. As noted on page 9 of the Schedule of Audit Findings and Questioned Costs, there
were no federal compliance findings or financial statement findings.

A member of the independent audit firm, Gilbert Associates, Inc. will be at the meeting to
present audited reports to the Committee.

BUDGET CONSIDERATION/FINANCIAL IMPACT

None. Funding for the Auditors’ report is included in the FYE 2013 Budget.

Respectfully submitted,

Jack P. Broadbent
Executive Officer/APCO

Prepared by: Stephanie Osaze
Reviewed by: Jeff McKay

Attachments: 1) Financial Statements with Independent Auditor’s Report for the Year Ended
June 30, 2013

2) OMB Circular A-133 and Transportation Fund for Clean Air Compliance
Report for Year Ended June 30, 2013



Agenda 4a:

BAY AREA AIR QUALITY
MANAGEMENT DISTRICT

FINANCIAL STATEMENTS
WITH INDEPENDENT AUDITOR’S
REPORT

FOR THE YEAR ENDED
JUNE 30, 2013

Attachment
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Gilbert Associates, Inc.

CPAs and Advisors

INDEPENDENT AUDITOR’S REPORT

To the Board of Directors
Bay Area Air Quality Management District
San Francisco, California

Report on the Financial Statements

We have audited the accompanying financial statements of the governmental activities and each major
fund of the Bay Area Air Quality Management District (the District) as of and for the year ended June 30,
2013, and the related notes to the financial statements, which collectively comprise the District’s basic
financial statements as listed in the table of contents.

Management’s Responsibility for the Financial Statements

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

Auditor’s Responsibility

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

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

2880 GATEWAY OAKS DRIVE, SUITE 100, SACRAMENTO | 101 PARKSHORE DRIVE, SUITE 100, FOLSOM | GILBERTCPA.COM | 916.646.6464



To the Board of Directors
Bay Area Air Quality Management District
Page 2

Opinions

In our opinion, the financial statements referred to above present fairly, in all material respects, the
respective financial position of the governmental activities and each major fund of the Bay Area Air
Quality Management District, as of June 30, 2013, and the respective changes in financial position for the
year then ended in accordance with accounting principles generally accepted in the United States of
America,

Change in Accounting Principle

As described in Note 1, the District adopted the provisions of Governmental Accounting Standards Board
(GASB) GASB Statement No. 63, Financial Reporting of Deferred Outflows of Resources, Deferred
Inflows of Resources, and Net Position, and GASB Statement No. 65, ltems Previously Reported as
Assets and Liabilities. Our opinion is not modified with respect to this matter,

Other Matters
Required Supplementary Information

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

Other Information

Our audit was conducted for the purpose of forming opinions on the financial statements that collectively
comprise the District’s basic financial statements. The Transportation Fund for Clean Air (TFCA)
Program, Mobile Source Incentive Program, Carl Moyer Program, & Other Programs — Schedule of
Expenditures (Schedule) is presented for purposes of additional analysis and is not a required part of the
basic financial statements,

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



To the Board of Directors
Bay Area Air Quality Management District
Pape 3

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated December 19,
2013, on our 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 internal control over financial
reporting and compliance and the results of that testing, and not to provide an opinion on internal control
over financial reporting or on compliance. That report is an integral part of an audit performed in
accordance with Government Auditing Standards in considering the District’s internal control over
financial reporting and compliance.

) b
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GILBERT ASSOCIATES, INC.
Sacramento, California

December 19, 2013



BAY AREA AIR QUALITY MANAGEMENT DISTRICT

MANAGEMENT’S DISCUSSION AND ANALYSIS
FOR THE YEAR ENDED JUNE 30, 2013

This discussion and analysis of the District’s financial performance provides an overview of the
District’s financial activities for the fiscal year ended June 30, 2013. Please read it in conjunction with
the accompanying basic financial statements.

A. Financial Highlights

The assets of the District exceeded its liabilities at the close of fiscal year 2012-13 by $150,323,589
(net position). Of this amount, $13,095,694 could be used to finance the District’s daily operations
without legal or legislative constraints (unrestricted assets); $114,558,909 was restricted to specific
uses (restricted assets); and $22,668,986 was invested in capital assets. Net position increased by
$9,628,135 from fiscal year 2011-12.

The District’s governmental funds reported a fund balance of $137,067,212. The entire fund balance
of the Special Revenue Fund in the amount of $108,846,853 is reserved for air quality grants and
projects. The General Fund balance consists of $15,524,251 representing the assigned fund balance,
$5,059,722 unassigned, and the remaining balance of $7,636,386 restricted, committed or
nonspendable. Table 1 presents the General Fund detail of fund balances as of June 30, 2013, and
June 30, 2012.

Table 1. General Fund Balances as of June 30, 2013, and 2012

General Fund | General Fund | Increase/
Category _ June 30,2013 | June 30,2012 | (Decrease)
Fund Balances:
Nonspendable:
Prepaid Expenses $ 580,217) $ 50,736] $ 529,481
Restricted:
Air Quality Grants and Projects 3,020,616 5,059478] (2,038,862)
Post-Employment Benefits 2,691,440 3,342,918 (651,478)
Committed:
Self-Funded Worker's Compensation 1,344,113 ' 1,000,000 344,113
Assigned:
Building and Facilities 5478,276 4,075,756] 1,402,520
PERS Funding 2,016,169 1,500,000 516,169
Post-Employment Benefits 2,688,226 2,000,000 688,226
Radio Replacement 100,808 75000 25808
Capital Equipment 1,639,573 1,219,818 419,755
Air Quality Grants and Projects 3,601,199 2,907,891 693,308
Unassigned: 5,059,722 3,548,009) 1,511,713
Total Fund Balance $ 28,220,359} $  24,779,606] $ 3,440,753




BAY AREA AIR QUALITY MANAGEMENT DISTRICT

MANAGEMENT’S DISCUSSION AND ANALYSIS
FOR THE YEAR ENDED JUNE 30, 2613

B. Overview of the Financial Statements

This discussion and analysis is designed to serve as an introduction to the District’s basic financial
statements. The District’s basic financial statements have three components: 1) government-wide
financial statements, 2) fund financial statements, and 3) notes to the basic financial statements. This
report also includes required and ofher supplementary information in addition to the basic financial
statements.

Government-Wide Financial Statements

The focus of government-wide financial statements is on the overall financial position and activities
of the District,

The government-wide financial statements are designed to provide readers with a broad overview of
the District’s finances in a manner similar to a private sector business. They provide information
about the activities of the District as a whole and present a longer-term perspective of the District’s
finances. Government-wide financial statements include the Statement of Net Position and the
Statement of Activities.

The Statement of Net Position reports all assets held and all liabilities owed by the District on a full
accrual basis, The difference between the assets held and the liabilities owed is reported as Net
Position. The net position total is comparable to total stockholder’s equity presented on the balance
sheet of a private enterprise. Over time, increases or decreases in net position may serve as a useful
indicator of whether the financial position of the District is improving or deteriorating. The
Statement of Net Position as of June 30, 2013 is presented on page 12.

The Statement of Activities reports the net cost of the District’s activities by category and is also
prepared on a full accrual basis. Under the full accrual basis of accounting, revenues and expenses
are recognized as soon as the underlying event occurs, regardless of the timing of the related cash
flows. The focus of the Statement of Activities is on the cost of various work programs performed
by the District. The statement begins with a column that identifies the total cost of these programs
followed by columns that summarize the District’s program revenues by major category. The
difference between expenses and revenues represents the net cost or benefit of the District’s work
programs. General revenues are then added to the net cost/benefit to calculate the change in net
position. The Statement of Activities is presented on page 13.

All of the District’s activities are governmental in nature and no business-type activities are reported
in these siatements.



BAY AREA AIR QUALITY MANAGEMENT DISTRICT

MANAGEMENT’S DISCUSSION AND ANALYSIS
FOR THE YEAR ENDED JUNE 30, 2013

B. Overview of the Financial Statements, Continued
Fand Financial Statements

A fund is a grouping of related accounts that is used to maintain control over resources that have
been segregated for specific activities or objectives. The Bay Area Air Quality Management District
uses fund accounting to ensure and demonstrate compliance with finance-related legal requirements.
For governmental activities, these statements tell how these services were financed in the short-term
and what is left over for future spending. Fund financial statements also report the District’s
operations in more detail than the government-wide statements by providing information about the
District’s major funds. The District maintains two governmental funds; the General Fund and the
Special Revenue Fund.

Governmental Funds

Governmental fund financial statements consist of the Balance Sheet and the Statement of Revenues,
Expenditures, and Changes in Fund Balances. Both are prepared using the modified accrual basis of
accounting.

Balance Sheets prepared under the modified accrual basis of accounting have a short-term emphasis
and, for the most part, measure and account for cash and other assets that can be easily converted to
cash. Specifically, cash and receivables that are deemed collectible within a very short period of
time are reported on the balance sheet. Capital assets such as land and buildings are not reported in
governmental fund financial statements, Fund liabilities include amounts that will be paid within a
very short period of time after the end of the fiscal year. Long-term liabilities such as outstanding
bonds are not included. The difference between a fund’s total assets and total liabilities represents
the fund balance. The unassigned portion of fund balance represents the amount available to finance
future activities. The District’s govermmental funds balance sheets can be found on page 14.

The Statement of Revenues, Expenditures and Changes in Fund Balance include only revenues and
expenditures that were collected in cash or paid with cash during the fiscal year or very shortly after
the end of the fiscal year. The governmental funds Statements of Revenue, Expenditures and
Changes in Fund Balance can be found on page 16.

Since a different basis of accounting is used to prepare these statements, reconciliation is required to
facilitate the comparison between the government-wide statements and the fund financial statements.
The recongiliation of the Governmental Funds Balance Sheet and the Government-Wide Statement
of Net Position is on page 15. The reconciliation of the Governmental Funds Statement of
Revenues, Expenditures and Changes in Fund Balances to the Government-Wide Statement of
Activities can be found on page 17.

Notes to the Basic Financial Statements

The notes to the basic financial statements provide additional information that is essential to the full
understanding of the data provided in the government-wide and fund financial statements. The notes
to the basic financial statements can be found on pages 18 to 34,



BAY AREA AIR QUALITY MANAGEMENT DISTRICT

MANAGEMENT’S DISCUSSION AND ANALYSIS
FOR THE YEAR ENDED JUNE 30, 2013

B. Overview of the Financial Statements, Continued
Required and Other Supplementary Information

In addition to the basic financial statements and accompanying notes, this report also presents
required supplementary information concerning other post-employment benefit (OPEB) liabilities,
governmental funds budget comparison schedules, TFCA and Carl Moyer program expenditures, and
the California Public Employees Retirement System (PERS) Schedule of Funding Progress on pages
35 to 38.

C. Government-Wide Financial Analysis
The government-wide financial analyses focus on net position and changes in net position of the
District’s governmental activities. Table 2 below shows a condensed Statement of Net Position as of

June 30, 2013 compared to the fiscal year ended June 30, 2012.

Table 2. Statement of Net Position as of June 30, 2013 and June 30, 2012

Governmental Governmental
Activities Activities Increase/
June 30,2013 June 30,2012 (Decrease)
Current & Other Assets S 177,187,601 S 183,074,088 $ (5,886,487)
Capital Assets 22,668,986 21,821,780 847,206
Total Assets 199,856,587 204,895,868 (5,039,281)
Current Liabilities 41,933,163 56,475,805 (14,542,642)
Noncurrent Liabilities 7,599,835 7,724,609 (124,774)
Total Liabilities 49,532,998 64,200,414 (14,667,416)
Net Position:
Invested in Capital Assets 22,668,986 21,821,780 847,206
Restricted 114,558,909 112,098,264 2,460,645
Unrestricted net position 13,095,694 6,775,410 6,320,284
Total Net Position $ 150,323,589 $ 140,695,454 S 9,628,135

As noted earlier, total net position may serve over time as a useful indicator of the District’s financial
position. At June 30, 2013 the District’s assets exceeded its liabilities by $150,323,589, an increase
of $9,628,135 over the previous fiscal year. This increase is mainly due to a reduction in unearned
revenues (current liabilities) from prior year now being recognized as revenue to offset California
Goods Movement Program expenditures incurred in the current fiscal year.

Restricted assets are to be used for specific programs and purposes according to legal terms and
conditions. The remaining portion of the District’s net position is unrestricted and may be used to
meet the District’s obligations in carrying out its day-to-day operations.



BAY AREA AIR QUALITY MANAGEMENT DISTRICT

MANAGEMENT’S DISCUSSION AND ANALYSIS
FOR THE YEAR ENDED JUNE 30, 2013

C. Government-Wide Financial Analysis, Continued

Table 3 below provides changes in net position for the fiscal year ending June 30, 2013 compared
with the fiscal year ended June 30, 2012.

Table 3. Statement of Activities for Fiscal Years 2012-13 and 2011-12

Governmental  Governmental Percentage ]|
Activities Activities ~ Dollar Increase/ Increase/
FY 2012-13 FY 2011-12 (Decrease) (Decrease)
|Revenues:
TFCA/MSIF DMV Fees $ 34,443,523 $ 36,445,874 $ (2,002,351) -5%
Carl Moyer 7,704,566 5,057,518 2,647,048 52%
California Goods Movement Revenue 27,793,503 15,927,132 11,866,371 75%
Permit Fees 25,697,402 24,657,585 1,039,817 4%
Title V Permit Fees 3,627,490 3,675,922 (48,432) -1%
State Subvention 1,712,022 . 1,717,061 (5,039) 0%
Spare the Air Grant (CMAQ) 652,373 529,125 123,248 23%
Federal Grants (EPA) 2,687,345 2,677,588 9,757 0%
Federal Grants (Homeland Security) 1,224,148 1,066,469 .157,679 15%
Penalties & Variance Fees 1,670,702 2,271,025 (600,323) -26%
Hearing Board Fees 17,400 31,331 (13,931) -44%
AB 2588 Income 635,408 570,853 64,555 11%
Asbestos Fees 2,465,047 2,187,704 277,343 13%
Interest Revenue 262,802 275,688 (12,886) -5%
Other Grants . 2,992,513 1,180,906 1,811,607 153%
AB434 Others 872,415 691,177 181,238 26%
Miscellaneous Revenue 66,606 16,844 49,762 295%
Special Environmental Projects 26,570 43,410 (16,840) -39%
County Apportionments 23,733,376 21,180,149 2,553,227 12%
Total Revenues 138,285,211 120,203,361 18,081,850 15%
Expenses:
General Government 59,253,688 57,230,285 2,023,403 4%
TFCA/MSIF, CMP, & Other programs 39,293,807 30,180,968 9,112,839 30%
California Goods Movement Program 28,172,525 16,283,233 11,889,292 73%
Capital Qutlay 2,580,592 3,448,530 (867,938) -25%
Total Expenses 129,300,612 107,143,016 22,157,596 21%
Change in Net Position before
Extraordinary Item 8,984,599 13,060,345 (4,075,746) -31%
Recovery of Lehman Brothers loss 643,536 439,158 204,378 47%
Change in Net Position 9,628,135 13,499,503 (3,871,368) -29%
Net Position, beginning of year 140,695,454 127,195,951 13,499,503 11%
Net Position, end of year $ 150,323,589 $ 140,695,454 $ 9,628,135 7%




BAY AREA AIR QUALITY MANAGEMENT DISTRICT

MANAGEMENT’S DISCUSSION AND ANALYSIS
FOR THE YEAR ENDED JUNE 30, 2013

C. Government-Wide Financial Analysis, Continued
Governmental Activities

The objective of the Statement of Activities is to report the full cost of providing government
services during the fiscal year. The format also permits the reader to ascertain the extent to which
each function is either self-financing or draws funds from the general funds of the government.

The Statement of Activities presents information showing how the District’s net position changed
during the fiscal year 2012-2013. All changes in net position are reported as soon as the underlying
event occurs regardless of the timing of the cash flows.

Governmental functions of the District are predominately supported by fees, property taxes,
subvention, grants, and penalties and settlements. The penalties and settlements are one-time
revenues which are over and above the regular revenues directly related to the programs. The
primary governmental activities of the District are: to advance clean air technology, ensure
compliance with clean air rules, develop programs to achieve clean air, develop rules to achieve
clean air, monitor air quality, permit review and Special Revenue Fund activities.

D. General Fund Financial Analysis

Figure 1 below provides a pie chart of the District’s General Fund revenues for fiscal year 2012-
2013. The General Fund received total revenue of $65,392,824 in fiscal year 2012-13, an increase of
$3,404,340 over fiscal year 2011-12. This increase is comprised of increased revenues of $2.5
million in property tax and $1.1 million in permit fees. The increase in property tax resulted from
one-time Prop 1A loan repayments from the State of California, distribution of excess housing funds
resulting from dissolution of all California redevelopment agencies, and increased property values.
In addition, the District increased permit fees by an average of 6.4%, resulting in increased revenues
over prior year. Program Revenues include: Permit, AB2588, Title V, and Asbestos fees. Program
revenues were the largest General Fund revenue source in fiscal 2012-13 ($32.2 million), followed
by Property Tax ($23.7 million), Grants ($4.6 million), Penalties ($1.7 million), and Other revenues
($3.2 million).

Figure 1. Fiscal Year 2012-2013 General Fund
Revenues (Figures in Millions)




BAY AREA AIR QUALITY MANAGEMENT DISTRICT

MANAGEMENT’S DISCUSSION AND ANALYSIS
FOR THE YEAR ENDED JUNE 30, 2013

D. General Fund Financial Analysis, Continued

Figure 2 below provides a graph of General Fund expenditures for fiscal year 2012-13. General
Fund expenditures totaled $62,610,044 which is an increase of $2,486,255 over fiscal year 2011-12.
This increase resulted in a combined increase of $4.1 million in program distributions for special
environmental projects and operating increases in the Executive Office, Finance & Administration,
Outreach & Incentives and Technical Services; offset by a $1.7 million decrease in expenditure in
Compliance & Enforcement and Capital Outlay. General Fund expenditures represent the District’s
general government operating costs categorized into the following operating divisions: Compliance
and Enforcement ($10.2 million), Engineering ($8.8 million), Finance & Administrative Services
(89.8 million), Information Services ($3.9 million), Technical Services ($9.3 million), Executive
(82.7 million), Planning ($6.0 million), Outreach & Incentives ($3.7 million), Strategic Incentives
(80.7 million) and Legal Services ($2.6 million). Program Distribution ($2.3 million) is not an
operating division, but rather a category capturing expenditure used for special projects. The District
also incurred $2.6 million of Capital Outlay in fiscal year 2012-13 to acquire capital equipment and
construction cost of the Production System. General Fund revenues exceeded expenditures by
$2,782,780 in fiscal year 2012-13.

Figure 2. Fiscal Year 2012-13 General Fund
Expenditures (Figures in Millions)
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BAY AREA AIR QUALITY MANAGEMENT DISTRICT

MANAGEMENT’S DISCUSSION AND ANALYSIS
FOR THE YEAR ENDED JUNE 30, 2613

D. General Fund Financial Anatysis, Continued

The General Fund is the operating fund of the District and at the end of the fiscal year, the total fund
balance of the General Fund was $28.2 million. The assigned fund balance was $15.5 million,
committed $1.3 million, restricted $5.7 million, and non-spendable $0.05 million. One measure of
the General Fund’s liquidity is the comparison of both assigned fund and total fund balances to total
expenditures, The assigned fund balance represents 24.8% of the total General Fund expenditures,
while the total fund balance represents 45.1% of the total fund expenditures.

The Y 2012-13 adopted budget as compared to the actual expenditures reflects an increase in
appropriations of $2.7 million. The changes to the budget were the result of Governing Board
actions, and carryover of unspent funds from FY 2011-12.

Capital Assets

As of June 30, 2013 the District’s investment in capital assets was $22.7 million net of accumulated
depreciation. Capital assets include land, buildings, laboratory equipment, air monitoring stations,
computers, effice furniture and District fleet vehicles.

Economic Factors and Next Year’s Budget

The District receives approximately 36% of its General Fund revenue from property taxes levied in
nine Bay Area counties and 48% from permit fees charged to local businesses. Consequently,
District revenues are impacted by changes in the state and local economy. The District takes a
fiscally conservative approach to its budget and it sirives to balance its budget within available
current revenues. In an effort to recover a greater share of the costs of maintaining air quality, the
District increased its permitting fees by approximately 6.4% in FY 2012-13. The District will
continue to focus on long term financial planning to ensure the vitality and effectiveness of its
programs.

Requests for Information
This financial report is designed to provide a general overview of the District’s finances for all those
with an interest in the District. Questions concerning any of the information provided in this report

or requests for additional financial information should be addressed to Stephanie Osaze, Finance
Manager, at 939 Ellis Street, San Francisco, CA 94109.
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BAY AREA AIR QUALITY MANAGEMENT DISTRICT

STATEMENT OF NET POSITION
JUNE 30, 2013

ASSETS

Cash and cash equivalents
Restricted cash and cash equivalents
Receivables
Due from other governments
Prepaids, deposits, and other current assets
Capital assets:

Non-depreciable

Depreciable, net

Total capital assets

Total assets

LIABILITIES ,
Accounts payable
Accrued payrolt
Other current liabilities
Unearned revenue
Long-term liabilities:
Due within one year
Due in more than one year

Total Liabilities

NET POSITION
Net investment in capital assets
Restricted for atr quality grants and projects
Restricted for post-employment benefits
Unrestricted net position

Total net position

See accompanying notes to financial statements.

Governmental
Activities

$

17,869,838
143,606,116
10,650,105
4,362,485
699,057

11,656,745
11,012,241

22,668,986

199,856,567

2,209,773
1,455,392
243,279
35,324,714

2,700,000
7,599,835

49,532,998

22,668,986
111,867,469
2,691,440
13,095,694

$

150,323,589
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BAY AREA AIR QUALITY MANAGEMENT DISTRICT

STATEMENT OF ACTIVITIES
FOR THE YEAR ENDED JUNE 30, 2013

Net (Expense)
Revenue and
Change in
Program Revenues Net Position
Operating
Charges for Grants and Governmental
Funciions/Programs Expenses Services Contributions Activities
Governmental activities;
Primary government $ 61,834,280 $ 34,633,678 § 6,950,368  $ (20,250,234)
California Goods Movement program 28,172,525 27,793,503 {379,022)
TFCA/MSIF, CMP, & other programs:
TFCA/MSIF & other program
distribution 31,589,241 37,140,312 5,551,071
Carl Moyer Program 7,704,566 7,704,566
Total TFCA/MSIF, CMP, &
other programs 39,293 807 44,844,878 5,551,071
Total governmental activities 3129300612 3§ 34633678 § 79,588,749 (15,078,185)

General revenues:
County apporlionment
Investment income not restricted for a
specific program
Other

Total general revenues
Change in net position before extraordinary item

Extraordinary itemn:
Recovery of Lehman Brothers loss

Change in net position
Net position-beginning of year

Net position-end of year

See accompanying notes to financial statements.

23,733,376

262,802
66,606

24,062,784

8,984,599

643,536

9,628,135
140,695,454

$ 150,323,589

13



BAY AREA AIR QUALITY MANAGEMENT DISTRICT

GOVERNMENTAL FUNDS

BALANCE SHEET
JUNE 30, 2013

ASSETS

Cash and cash equivalents
Restricted cash and cash equivalents
Receivables

Due from other governments

Due from other funds

Prepaids, deposits, and other assets

Total assets

LIABILITIES AND FUND BALANCES
Liabilities:

Accounts payable
Accrued payroll
Due to other funds
Other liabilities
Unearned revenue
Unavailable revenue
Total liabilities

Fund balances:

Nonspendable:

Prepaid items
Restricted:

Alr quality grants and projects

Postemployment benefits
Committed:

Setf-funded workers' compensation
Assigned:

PERS funding

Postemployment benefits

Building and facilities

Radio replacement

Capital equipment

Air quality grants and projects
Unassigned

Total fund balances

Total liabilities and fund balances

See accompanying notes to financial statements.

Generai Fund

Special
Revenue Fund

Fotal
Governmental
Funds

$ 17,869,838

$ 17.869,838

2,691,440  $ 140,914,676 143,606,116
4,319,388 6,330,717 10,650,105
2,247,943 2,114,542 4,362,485
4,505,766 4,505,766
699,057 699,057

$ 32,333,432 § 149,359,935  $ 181,693,367

$ 1,092336 § 1,117,442 § 2,209,778
1,455,392 1,455,392
4,505,766 4,505,766

243,279 243,279
434,840 34,889,874 35,324,714
887,226 387,226
4,113,073 40,513,082 44,626,155
580,217 580,217
3,020,616 108,846,853 111,867,469
2,691,440 2,691,440
1,344,113 1,344,113
2,016,169 2,016,169
2,688,226 2,688,226
5,478,276 5,478,276
160,808 100,808
1,639,573 1,639,573
3,601,199 3,601,199
5,059,722 5,050,722
28,220,359 108,846,853 137,067,212

$ 32333432  § 149,359,935  § 181,693,367
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BAY AREA AIR QUALITY MANAGEMENT DISTRICT

RECONCILIATION OF THE
FUND BALANCES - TOTAL GOVERNMENTAL FUNDS
WITH THE STATEMENT OF NET POSITION
JUNE 30, 2013

Amounts reported for governmental activities in the Statement of Net Position are
different from those reported in the Governmental Funds because of the following:

Total fund balances - total governmental funds

Capital assets used in governinental activities are not current assets or financial
resources and therefore are not reported in the governmental funds,

Other long-term assets (receivables) are not available to pay for current-period
expenditures and therefore, are reported as unavailable revenue in the funds.

The liabilities below are not due and payable in the current period and
therefore are not reported in the funds:

Compensated absences
OPEB obligation

NET POSITION OF GOVERNMENTAL ACTIVITIES

See accompanying notes to financial statements.

$ 137,067,212

22,668,986

887,226

{4,339,195)
{5,960,640)

$ 150,323 580
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BAY AREA AIR QUALITY MANAGEMENT DISTRICT

GOVERNMENTAL FUNDS
STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES IN FUND BALANCES
FOR THE YEAR ENDED JUNE 34, 2013

REVENUES
TFCA / MSIF DMV fees
Carl Moyer Program
Permit fees
Title V permit fees
Asbestos fees
Penalties and variance fees
Hearing board fees
State subvention
AL 4347923 others
A3 2588 income
Special environmental projects
Federal grants
Portable ¢quipnment registzation program (PERP)
Interest
County apportionment
California Goods Movement revenue
Other grants
Miscellancous
Total revenugs

EXPENDITURES
(General government:
Pragram distribution
Executive office
Finance and administiation
Information systems
Legal services
CGutreach and incentives
Compliance and enforcement
Engineering
Planning and research
Technical services
Strategic incentives division
TFCA/MSIF, Carl Moyer, & other programs:
Program distribution
Smoking vehicle
Intermittent control
TFCA administration
Mobiic source incentive
Regional bikeshare
CarSharing incentive
Regional clectric vehicle deployment
Enhanced mobile source inspection
California Goods Movement Program & other programs:
Grant administration
Truck Progzam/LIISBP
Capital outlay
Total cxpenditures

EXCESS OF REVENUES OVER EXPENDITURES
OTHER FINANCING SOURCES (USES)
Transfers in

Transfers (out)
Total other [inancing source {uses)

EXTRAORDINARY I'TEM
Recovery of Lehman Brothers loss

NET CHANGE IN FUNBD BALANCES
BEGINNING FUND BALANCES
ENDING FUND BALANCES

See accompanying notes to financial statements.

General
Yund

Tatal
Speciat Revenue  Governmental
Fund Funds

$ 34,443,523  $ 34,443,523

7,704,566 7,704,566

$ 25443,396 25,443,356
3,627,490 3,627,490
2,465,047 2,465,047
1,670,702 1,670,702
17,400 17,400
1,712,022 1,712,022
872,415 872,413

635,408 635,408
26,570 26,570
4,563,866 2,445,302 7,009,168
493,659 493,659
262,802 262,802
23,733,376 23,733,376
27,172,575 27,172,575

674,480 674,480
66,606 66,606
65,392,824 72,638,381 138,031,205
2,265,669 2,265,660
2,692,205 2,692,205
9,829,855 9,829,855
3,908,909 3,908,909
2,638,640 2,638,640
3,704,929 3,704,929
10,203,004 10,203,004
8,825,817 8,825,817
5,977,851 5,977,851
9,321,831 9,321,831
660,742 660,742
31,930,260 31,930,260

715,624 715,624

1,064,509 1,064,509

973,189 973,189

568,734 568,734

2,512,668 2,512,668

16,260 16,260

1,003,937 1,003,937

513,959 513,959

965,567 965,567

27,208,252 27,208,252

2,580,592 2,580,592
62,610,044 67472950 130,083,003
2,782,780 5,165,422 7,948,202
505,454 505,454
(505,454) (505.454)

505,454 (505.454)

152,519 491,017 643,536
3,440,753 5,150,985 3,591,738
24,779,606 103,695,868 128,475,474

$§ 28,220,350

$ 108,846,853  § 137,067.212
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BAY AREA AIR QUALITY MANAGEMENT DISTRICT

RECONCILIATION OF THE
NET CHANGE IN FUND BALANCES - TOTAL GOVERNMENTAL FUNDS
TO THE STATEMENT OF ACTIVITIES
FOR THE YEAR ENDED JUNE 30, 2013

Amounts reported for governmental activities in the Statement of Activities
are different because of the following:

NET CHANGE IN FUND BALANCES - TOTAL GOVERNMENTAL FUNDS $ 8,591,738

Governmental Funds report capital outlays as expenditures. However, in the
Statement of Activities the cost of those assets is capitalized and allocated
over their estimated useful lives and reported as depreciation expense.

Capitalized expenditures are added back to fund balance 2,580,592
Depreciation expense is deducted from fund balance (1,715,066)
Loss on disposal of capital assets is deducted from fund balance (18,320)

Certain receivables recognized in the government-wide statements in
previous years have been deemed uncollectible and must be written off
to expense. Receivables written off were for:

Permit and other miscellaneous fees (58,239
Revenues in the statement of activities that do not provide current financial
resources are not reported as revenues in the governmental funds. 254,006
The amounts below included in the Statement of Activities do not require the
use of current financial resources and therefore are not repoited as revenue
or expenditures in governmental funds (net change):
Compensated absences (120,2035)
OPEB obligation 113,629
CHANGE IN NET POSITION OF GOVERNMENTAL ACTEVITIES § 9,628,135
17

See accompanying notes to financial statements.



BAY AREA AIR QUALITY MANAGEMENT DISTRICT

NOTES TO FINANCIAL STATEMENTS
FOR THE YEAR ENDED JUNE 38, 2013

1.

REPORTING ENTITY AND SIGNIFIGANT ACCOUNTING POLICIES

A. Reporting Entity

B.

The Bay Area Air Quality Management District (District) was created by the California
legislature in 1955, The District’s structure, operating procedures and authority are established
by Division 26 of the California Health and Safety Code,

The District’s jurisdiction is limited principally to policing non-vehicular sources of air pollution
within the Bay Area, primarily industry pollution and burning, Any company wishing to build or
modify a facility in the Bay Area must first obtain a permit from the District to ensure that the
facility complies with all applicable rules.

The District also acts as the program administrator for Transportation Fund for Clean Air (TFCA)
funds and Mobile Source Incentive funds (MSIF) derived from Assembly Bill 434 and Assembly
Bill 923, respectively, TFCA and MSIF funding comes from a $4 and $2 surcharge, respectively,
on motor vehicles registered within the District’s boundaries. TFCA funding may only be used to
fund eligibie projects that reduce motor vehicle emissions and support the implementation of the
transportation and mobile source control measures in the 1994 Clean Air Plan. All projects must
fall within the categorics listed in State Law (Health and Safety Code Section 44241).

The Health and Safety Code requires the District to pass-through no less than 40% (forty percent)
of the TFCA revenues raised within a particular county to that county’s eligible, designated
Program Manager. The remaining 60% (sixty percent) is for Regional Fund grants and is being
allocated to projects on a competitive basis. Projects are evaluated using the District’s Board
adopted evaluation and scoring criteria. The District may receive reimbursement from TFCA
funds, not to exceed 5% (five percent) of total funds, for administration of the program. TFCA
activities are accounted for in the District’s Special Revenue Fund.

The District includes seven counties: Alameda, Contra Costa, Marin, Napa, San Francisco,
San Mateo, and Santa Clara; and portions of two other counties: Southwestern Solano and
Southern Sonoma. The District is governed by a 22 (twenty-two) member Board of Directors that
inchudes representatives from all of the above counties.

The basic financial statements of the District have been prepared in conformity with generally
accepted accounting principles (GAAP) as applied to governmental agencies. The Governmental
Accounting Standards Board (GASB) is the accepted standard-setting body for establishing
governmental accounting and financial reporting principles. The District’s significant accounting
policies are described below.

Basis of Presentation
Government-wide Statements — The Statement of Net Position and the Statement of Activities
display information about the primary government (District). 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.
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BAY AREA AIR QUALITY MANAGEMENT DISTRICT

NOTES TO FINANCIAL STATEMENTS
FOR THE YEAR ENDED JUNE 30, 2013

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 arc
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 and (b) grants and contributions that are restricted to meeting
the operational needs of a particular program. Revenues that are not classified as program
revenues, including all taxes, are presented as general revenues.

When both restricted and unrestricted resources are available for use, it is the District’s policy to
first apply the expenditure toward restricted fund balance and then to other, less restrictive
classifications -~ comunitted, assigned, and then unassigned fund balances.

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

Funds Presented

The District’s major governmental funds are required to be 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 10% (ten percent) of the total. The District reports the
following major govermmental funds:

General Fund - The General Fund is the general operating fund of the District. It is used to
account for all financial resources except those required to be accounted for in another fund.

Special Revenue Fund - This Fund is used by the District to account for the proceeds of
specific revenue sources (other than capital projects) that are legally restricted to
expenditures for specified purposes.

. Basis of Accounting

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

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. “Available” means the resources will be collected within the current
fiscal year or are expected to be collected soon enough thereafter to be used to pay liabilities of
the current fiscal year. The District considers all revenues reported in the governmental funds to
be available if the revenues are collected within 90 (ninety) days after year end, with the
exception of revenues related to CMAQ Spare the Air, which are included in revenue if received
within seven months after year end. Expenditures are recorded when the related fund liability is
incurred, except for compensated absences, which are recognized as expenditures to the extent
they have matured. Governmental capital asset acquisitions are reported as expenditures in
governmental funds.
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BAY AREA AIR QUALITY MANAGEMENT DISTRICT

NOTES TO FINANCIAL STATEMENTS
FOR THE YEAR ENDED JUNE 30, 2013

=

Revenues resulting from exchange transactions, in which cach party gives and receives
essentially equal value, are recorded on the accrual basis when the exchange takes place.

Imposed non-exchange (ransaction revenues result from assessments -imposed on non-
governmental entities, including individuals (other than assessmenis imposed on exchange
transactions), and the revenues are recognized in the period when use of the resources is required
or first permitted. District-imposed non-exchange transactions are the TFCA/MSIF DMV fees,
Permit fees, Title V Permit fees, Asbestos fees, Penalties and Variance fees, and Settlements.

Government-mandated non-exchange transactions result from one level of government providing
resources to another level of government and requiring the recipient to use the resources for a
specific purpose. Volunfary non-exchange transactions result from agreements entered into
voluntarily by the parties thereto. Both types of non-exchange transaction revenues are treated in
the same manner. Revenues are recognized when all applicable eligibility requirements are met.
District transactions of both types include the Carl Moyer program, Lower Emission School Bus
program, State Subvention, EPA federal grants, DHS federal grants, CMAQ Spare the Air grants,
other grants, California Goods Movement program, Shore Power program, and various
agreements with the nine Counties served by the District.

“Those revenues susceptible to accrual are taxes, intergovernmental revenues, interest, charges for

services, fines and penalties, and license and permit revenues.

Under the modified accrual basis, revenue from exchange and non-exchange transactions must
meet both the “measurable” and “available™ criteria to be recognized in the current period. On
governmental fund financtal statements, receivables that will not be collected within the
availability period have been offset with unavailable revenue. Unearned revenue arises when
assets arc received before the revenue recognition criteria have been satisfied. Grants received
before eligibility requirements have been satisfied are recorded as unearned revenue in the
governmental fund financial statements (see Note 6).

Current Year GASB Implementation

For the year ended June 30, 2013, the District implemented Governmental Accounting Standards
Board (GASB) Statement No. 63 (GASB 63), Financial Reporting of Deferred Outflows of
Resources, Deferred Inflows of Resources, and Net Position, and GASB Statement No.
65 (GASB 65), ltems Previously Reported as Assets and Liabilities. The objective of GASB 63
is to improve financial reporting by standardizing the presentation of deferred outflows of
resources and deferred inflows of resources and their effects on the District’s net position. The
objective of GASB 65 is to reclassify certain items that were previously reported as assets and
liabilities as deferred outflows of resowrces or deferred inflows of resources or to recognize
certain items that were previously reported as assets and Habilities as outflows of resources
(expenses} or inflows of resources {revenues). The implementation of the two GASB statements
resulted in certain changes in presentation but did not have a material impact on the District’s
financial statements.
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E. Compensated Absences

The District’s policies provide compensation to employees for certain absences, such as vacation
and sick leave. A liability for compensated absences that are atfributable to services already
rendered and that are not contingent on any special event beyond the controf of the District and its
employees is accrued as employees earn those benefits. Compensated absences that relate to
future services or that are contingent on a specific event that is outside the control of the
government and its employees are accounted for in a period in which such services are rendered
or in which such events take place.

The District’s liability for compensated absences is recorded in the Statement of Net Position.
District employees are allowed 1o accrue no more than four hundred and sixty hours of vacation
as of the end of the calendar year. In the event of termination, the employees are reimbursed for
all accumulated vacation at the time of separation from the District,

There are no restrictions regarding the accumulation of sick leave. On termination, employees
are not paid for accumulated sick leave, but the accumulated sick leave is counted as service
credit by the CalPERS pension plan administered by the State of California.

Use of Management Estimates

The preparation of the basic financial statements in conformity with accounting principles
generally accepted in the United States of America requires management to make estimates and
assumptions that affect the reported amounts of assets and liabilities and disclosure of contingent
assefs and liabilities at the date of the basic financial statements, and the reported amounts of
revenues and expenditures during the reporting period. Actual results could differ from those
estimaies.

Receivables

During the course of normal operations, the District carries various receivable balances for taxes,
interest, and permitting operations. The District considers receivables to be fully collectible;
accordingly no allowance for doubtful accounts has been provided. H amounts become
uncoliectible, they will be charged to operations when that determination is made. During the
year ending June 30, 2013, management deemed $58,239 of outstanding receivables to be
uncollectible,

Capital Assets

The District’s assets are capitalized at historical cost or estimated historical cost. District policy
has set the capitalization threshold for reporting general capital assets at $5,000. Donated capital
assets are recorded af fair market value when received. Depreciation is recorded on a straight-line
basis over the useful lives of the assets as follows:

Buildings, grounds & improvements 15-20 Years
Eqguipment 5-15 Years
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J. Net Position / Fund Balance

The government-wide financial statements utilize a net position presentation. Net position is
categorized as net investment in capital assets, restricted, and unrestricted.

Net Investment in Capital Assets — This category groups all capital assets into one
component of net position. Accumulated depreciation and the outstanding balances of debt,
if any, that are attributable to the acquisition, construction, or improvement of these assets
reduce the balance in this category.

Restricted Net Position —~ This category presents external restrictions imposed by creditors,
grantors, contributors, or laws or regulations of other governments and restrictions imposed
by law through constitutional provisions or enabling legislation.

Unrestricted Net Position ~ This category represents net position of the District not restricted
for any project or other purpose.

The governmental fund statements utilize a fund balance presentation. Fund balances are
categorized as restricted, cominitted, assigned, and unassigned.

Nonspendable Fund Balance — This category presents the portion of fund balance that
cannot be spent because it is either not in a spendable form or it is legally or contractually
required to be maintained intact.

Restricted Fund Balance — This category presents the portion of the fund balance that is for
specific purposes stipulated by constitution, external resource providers, or enabling
legislation.

Committed Fund Balance — This category presents the portion of the fund balance that can
be used only for the specific purposes determined by a formal action (Resolution) of the
District’s highest level of decision making authority. For the District, this level of authority
lies with the Board of Directors.

Assigned Fund Balance — This category presents the portion of the fund balance that is
intended to be used by the District for specific purposes but does not meet the criteria to be
classified as restricted or comumitted. For the District, balances can be assigned by
management or through the budget process.

Unassigned Fund Balance — This category presents the portion of the fund balance that does
not fall into restricted, committed, or assigned and are spendable.

K. Future GASB Statement Implementation

In June of 2012, the GASB issuecd GASB Statement No. 68 (GASB 68), Adccounting and
Financial Reporting for Pensions — an amendment of GASB Statement No. 27, with required
implementation for the District during the year ended June 30, 2015. GASB 68 is an amendment
of GASB Statement No. 27, Accounting for Pensions by State and Local Govermmental
Employers. The primary objective of GASB 68 is to improve accounting and financial reporting
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by state and local governments for pensions by establishing standards for measuring and
recognizing liabilities, deferred outflows of resources, deferred inflows of resources, and
expenses/expenditures. It will require emplovers to report a net pension liability for the
difference between the present value of projected pension benefits for past service and restricted
resources held in frust for the payment of benefits. The Statement identifies the methods and
assumptions that should be used to project benefit payments, discount projected benefit payments
to their actuarial present value, and attribute that present value to periods of employee service.
GASB 68 is required to be implemented retroactively and will require a restatement of beginning
net position.

2. CASH AND INVESTMENTS

Cash and Investments

The District pools cash from all sources and funds so that it can be invested at the maximum yield,
consistent with safety and liquidity, while individual funds can make expenditures at any time.

Cash and investments as of June 30, 2013, are classified in the accompanying financial statements as

follows:
Cash and cash equivalents § 17,869,838
Restricted cash and cash equivalents 143,606,116
Total cash and cash equivalents $ 161,475,954

Cash and cash equivalenis as of June 30, 2013, consist of the following:

Cash and investments in San Mateo

Pooled Fund Investment Program § 158,784,514
Cash and investinents with fiscal agent 2,691,440
Total cash and cash equivalents $ 161,475,954

Cash in County Treasury

The District is a voluntary participant in the San Mateo County Invesiment Fund (County Pool) that is
regulated by California Government Code under the oversight of the Treasury of the County of
San Mateo (the Treasury). The Treasury is authorized to deposit cash and invest excess funds by
California Government Code Section 53648 et seq. The Treasury is resiricted by Government Code
Section 53635, pursuant to Section 53601, to invest in time deposits; U.S. government securities;
state registered warrants, notes, or bonds; the State Treasurer’s investment pool; bankers’
acceptances; commercial paper; negotiable certificates of deposit; and repurchase or reverse
repurchase agreements.

The District earns interest on a proportionate basis with all other investors. Interest is credited
directly to the District’s account on a quarterly basis. The pooled fund is collateralized at 102% by
San Mateo County, but not specifically identified to any one depositor or in the District’s name.
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The District reports its investment in the County Pool at the fair value amount provided by the
County. Participants’ equity in the investment pool is determined by the dollar amount of the
participant deposits, adjusted for withdrawals and distributed income. This method differs from the
fair value method used to value investments in these financial statements in that unrealized gains or
losses are not distributed to pool participants.

Investments Authorized by the District’s Investment Policy

The table below identifies the investment types authorized for the District by the California
Government Code Section 53601 or the Treasury investment policy, which was adopted by the
District, whichever is more restrictive. This table also identifies certain provisions of the California
Government Code that address interest rate risk, credit risk, and concentration of credit risk.

Maximum Maximum
Maximum Percentage of Investment in
Authorized Investment Type Maturity Portfolio One Issuer
U.S. Government Agency / Sponsored
Enterprise Securities 7 years 100% 40%
U.S. Treasury Obligations 7 years 100% 100%
Asset-Backed Securities 5 years 20% 5%
Banker's Acceptances 180 days 15% 5%
Commercial Paper 270 days 40% 3%
Negotiable Certificates of Deposit 5 years 30% 5%
Collateralized Certificates of Deposit 1 year 15% 3%
Repurchase Agreements 92 days 100% 100%
Mutual Funds N/A 10% 5%
Corporate Bonds, Medium-Term Notes, &
Covered Bonds 5 years 30% 5%
Local Agency Investment Funds (LAIF) N/A, Up to state limit None

Derivative Investinents

The District did not directly enter into any derivative investments, and the County Pool was not
holding derivative investments at June 30, 2013.

Disclosures Related to Interest Rate Risk and Credit Risk

Generally, credit risk is the risk that an issuer or other counterparty to an investment will not fulfill its
obligation to the holder of the investment. This is measured by the assignment of a rating by a
nationally recognized statistical rating organization. State law and the District’s investment policy
limit the District’s investments in banker’s acceptances, commercial paper, negotiable certificates of
deposit, collateralized certificates of deposit, and repurchase agreements to the rating of Al or better
by Standard & Poor’s, or P-1 or better by Moody’s Investors Service. Corporate securities and U.S.
government securities are required to have a rating of AA or better by Standard & Poor’s, or A or
better for Moody’s Investors Service. Asset-backed securities are required to have a rating of AAA or
higher by both Standard & Poor’s and Moody’s Investors Service.
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Interest rate risk is the risk that changes in market interest rates will adversely affect the fair value of
an investment. Generally, the longer the maturity of an investment, the greater the sensitivity of its

fair values to changes in market interest rates.

The District’s cash and investments were categorized as follows at June 30, 2013:

Ratings
Moody’s S&P Maturities Fair Value
AIG fixed annuity Not Rated Not Rated Current $ 2,691,440
Investments in San Mateo
Pooled Fund Investment Program  Aai/P-1 AA/A- 1.97 years 158,784,514

Total cash and investments

RECEIVABLES
At June 30, 2013, the District had the following accounts receivable:

General Fund:

Permit and other fees $ 2,521,091
County apportionments 1,086,813
Portable Equipment Registration Program 493,659
Interest 31,264
Other 186,561
Total General Fund b 4,319,388
Special Revenue Fund:
TFCA DMV fees 4,079,484
MSIF DMV fees 2,033,978
Interest 217,255
Total Special Revenue Fund 6,330,717

Total Accounts Receivable

INTERFUND TRANSACTIONS

3

Current interfund balances arise in the normal course of business and represent short-term borrowings
accurring as a result of expenditures which are paid prior to the receipt of revenues. These balances
are expected to be repaid shortly after the end of the fiscal year when revenues are received, At

June 30, 2013, the General Fund was owed $4,505,766 by the Special Revenue Fund.

25



BAY AREA AIR QUALITY MANAGEMENT DISTRICT

NOTES TO FINANCIAL STATEMENTS
FOR THE YEAR ENDED JUNE 30, 2013

With Board approval, resources are transferred from one fund to another. The purpase of the
majority of transfers is to reimburse a fund which has made an expenditure on behalf of another fund.
Interfund transfers for the year ended June 30, 2013 were as follows:

Fund Receiving Transfer Fund Making Transfer  Amount Transferred

General Fund Special Revenue Fund $ 505,454

5, CAPITAL ASSETS
‘The District’s capital assets were comprised of the following at June 30, 2013:

Balance at Balance at
7/1/2012 Additions Deletions Transfers 6/36/2013

Non-depreciabie assets:

Land $ 214,608 $ 214,608
Construction in progress 10,041,968 § 1,715,737 3 (315508) 11,442,137
Total non-depreciable assets 10,256,576 1,715,737 {315,568) 11,056,745
Depreciable assets:
Building and grounds 9,679,502 9,679,502
Leasehold improvements 2,847,646 2,847,646
Computers and network
equipment 8,166,012 32,778 315,568 8,514,358
Motorized equipment 1,183,098 26,532 §  (163,892) 1,045,738
Lab and monitoring
equipment 7,496,528 280,244 (174,038) 7,602,734
Furniture and other equipment 2,053,260 525,301 2,578,561
Total depreciable assets 31,426,046 864,855 (337,930) 315,568 32,268,539
Accumulated depreciation:
Building and grounds 6,865,167 307,446 7,172,613
Leaschold improvements 2,085,344 2,391 2,687,735
Computers and network
equipment 2,288,112 568,259 2,856,371
Motorized equipment © 1,107,342 16,239 (155,697) 967,884
Lab and monitoring equipment 5,640,639 582,934 (163,913) 6,059,660
Furniture and other equipment 1,274,238 237,797 1,512,035
Total accumulated depreciation  [9,860,8472 1,715,066 (319,610) 21,256,298
Total depreciable assets, net 11,565,204 (850,211) {18,320) 315,568 11,012,241
Total capital assets, net 521,821,780 § 865526 % (18,3200 § $ 22,668 986
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Depreciation expense by function for capital assets for the year ended June 30, 2013, is as follows:

Primary Government:

Executive office $ 42,081
Administrative services 118,086
Legal services 40,442
Public information and outreach 22,097
Compliance enforcement 187,877
Engineering 147,969
Planning 128,025
Technical services 668,796
Information services 256,128
Strategic Incentives Division 103,565
Total depreciation expense $ 1,715,066

6. UNEARNED / UNAVAILABLE REVENUE

Under both the accrual and modified accrual basis of accounting, revenues are recognized only when
earned. Thus, the government-wide statement of net position and governmental funds offset cash
received before the earning process is complete with a corresponding Hability as unearned revenue.

Under the modified accrual basis of accounting, revenues are recognized when earned and susceptible
to accrual. Revenues are considered susceptible to accrual if they are measurable and available to
finance expenditures of the current period. Receivables not collected within the District’s period of
availability and therefore not considered available to liquidate liabilities of the current period are
offset by a corresponding liability as unavailable revenue in the governmental fund financial
statements.

At June 30, 2013, components of unearned and unavailable revenues reported were as follows:

Unearned Unavailable
Revenue Revenue Total
General Fund:
Permits and licenses . $ 887226 § 887,226
Carl Moyer Program Administration 3 418,458 418,458
Air Quality Improvement Program 16,382 16,382
Subtotal General Fund 434,840 887,226 1,322,066
Speciai Revenue Fund:
CARB/GMB - Lower Emission School
Bus Program 575,474 575,474
GMB — On-Road Projects 12,330,056 12,530,056
BART 149 717 149,717
Shore Power Projects 19,470,702 19,470,702
Carl Moyer Program 2,163,925 2,163,925
Subtotal Special Revenue Fund 34,889 874 34,889,874
Total unearned and unavailable revenue $ 35324714 § 887,226 § 36,211,940
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7. LONG-TERM LIABILITIES

A schedule of changes in general long-term debt for the year ended June 30, 2013, is shown below:

Balance Balance Pue Within Non
July 1,2012  Additions Deletions  June 30,2013  One Year Current

Governmental Activities
Compensated Absences § 4,218,990 $ 2,813,274 $ (2,693,069} $ 4,339,195 '§ 2,700,000 § 1,639,195
OPEB 6,074,269 5,080,000 (5,193,629 5,960,640 5,960,640

Total $10,263250 § 7,803,274 $ (7.886,698) $ 10,299.835 § 2,700,000 § 7,599.835

The long-term portion of compensated absences is liguidated by the General Fund and the long-term
portion of OPEB is liquidated by both the General Fund and the Special Revenue Fund.

8. LEASES

Commitments under non-cancelable operating lease agreements for air-monitoring stations, vehicles,
and office cquipment provide for minimum annual rental payments as follows:

Year ended June 30,
2014 785,729
2015 586,952
2016 451,635
2017 417,070
2018 246,044
2019-2020 16,720

$..2.504,150
Air-monitoring station leases are renewable with minor escalations.
Rental expense for lease agreements for the year ended June 30, 2013, was $1,204,760.

In April 2012, the District executed a 30 year lease agreement with the Bay Area Headquarters
Authority for new District offices at 375 Beale Street, in San Francisco, California. The offices will
replace the District’s current facility at 939 Ellis Street. Upon occupancy the District will be
responsible for a base rent of $158,334 per month plus a share of common area expenses. Occupancy
is expected during the calendar year 2015. Additionally, the lease agreement allows for the District to
purchase these offices under a condominium ownership structure during the first 10 years of the lease.
See additional information in Note 135,
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9, COUNTY APPORTIONMENT REVENUR

As a result of the passage of Proposition 13 in fiscal year 1979, the District no longer has the power to
calculate property tax revenues due for each county. Instead, the District now receives remittances
from the counties, which are calculated in accordance with Assembly Bill Number 8. Secured and
unsecured property taxes are levied on January 1 of the preceding fiscal year. Property tax revenues
are recognized by the District in the fiscal year they are assessed, provided that they become available
as defined above.

Secured property tax is due in two installments, on November 1 and March [, and becomes a lien on
those dates. It becomes delinquent after December 10 and April 10, respectively. Unsecured
property tax i3 due on July 1, and becomes delinquent on August 31. The term “unsecured” refers to
taxes to personal property other than real estate, land, and buildings. These taxes are secured by liens
on the property being taxed.

Property taxes levied are recorded as revenue and receivables in the fiscal year of levy, provided that
they are collected within the fiscal year or within ninety days after vear end.

County apportionment revenue recognized as of June 30, 2013, is as follows:

Alameda $  4,443.778
Contra Costa 2,811,038
Marin 1,117,185
Napa 786,973
Santa Clara 6,246,542
San Francisco 3,225 816
San Mateo 3,235,270
Solano 647 488
Sonema 1,219,286

Total county apportioninent revenue  § 23,733,376
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16. PENSION PLAN

All District employees are eligible to participate in a pension plan offered by the California Public
Employees Retirement System (CalPERS), an agent multiple-employer defined-benefit pension plan
which acts as a commmon investment and administrative agent for its participating member employers.
CalPERS provides retirement and disability retirement benefits, annual cost of living adjustments,
and death benefits to plan members, who must be public employees and beneficiaries. The District’s
employees participate in the CalPERS Miscellancous Employee “2% at 557 Plan (Plan). Benefit
provisions under the Plan are established by State statute and District resolution. Benefits are based
on years of credited service, equal to one year of full-time employment. Funding contributions for
the Plan are determined annually on an actuarial basis as of June 30 by CalPERS, and the District
must contribute the amounts specified by CalPERS. The District also contributes 2.5% of employees’
contributions to CalPERS for employees hired prior to January 1, 2013. The Plan's provisions and
benefits in effect at June 30, 2013, are summarized as follows:

Benefit vesting schedule 5 years of service
Benefit payiments Monthly for life
Retirement age 55
Monthly benefits, as % of annual salary 1.426% - 2.0%
Required employee contribution rates:

Classic active members 7.0%

New active members hired on or 6.25%

after January 1, 2013, subject to the

California Public Employees” -

Pension Reform Act (PEPRA)
Required employer contribution rates:

Classic active members 11.9%
New active members hired on or after
January [, 2013, subject to PEPRA 11.457%

CalPERS determines contribution requirements using a modification of the Entry Age Normal Cost
Method. Under this method, the District’s total normal benefit cost for each employee from date of
hire {o date of retirement is expressed as a level percentage of the related total payroll cost. Normal
benefit cost under this method is the level amount the District must pay annually to fund an
employee’s projected retirement benefit. This level percentage of payroll method is used to amortize
any unfunded actuarial Habilities. The actuarial assumptions used fo compute contribution
requirements are also used to compute the actuarially accrued liability. The District uses the
actuarially determined percentages of payroll to calculate and pay contributions to CalPERS. This
results in no net pension obligations or unpaid contributions. The required contributions and related
rates for the past three years ended June 30 were as follows;

Annual Percentage of
Pension Cost APC Net Pension
Fiscal Year (APC) Contributed Obligation
6/30/2011 $ 5,069,670 100% 50
6/30/2012 $ 5,038,023 100% §0
6/30/2013 $ 4,463,725 100% $0
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11.

Funded Status and Funding Progress — The funded status of the plan as of the most recent valuation
date of June 30, 2012, was as follows:

Actuarial accrued liability (AAL) § 220,115,239
Actuarial value of plan assets 193,484,731
Unfunded actuarial acerued liability (UAAL) $ 26,630,508
Funded ratio (actuarial value of plan assets/AAL) 87.9%
Covered payroll (active plan members) $ 31,579,609
UAAL as a percentage of payroll 84.3%

CalPERS uses the market related value method of valuing the Plan’s assets. An investment rate of
return of 7.5% is assumed, including inflation at 2.75% and an annual production growth of 0.25%.
Annual salary increases are assumed to vary by duration of service and range from 3.30% to 14.20%.
Changes in [iability due to plan amendments, changes in actuarial assumptions, or changes in
actuarial methods are amortized as a level percentage of payroll on a closed basis over 20 (twenty)
years. Investment gains and losses are accumulated as they are realized and amortized over a rolling
30 (thirty) year period. The schedule of funding progress included in the required supplemental
information presents information that shows whether the actuarial value of plan assets is increasing or
decreasing over time relative to the actuarial accrued liabilities for benefits

Audited annual financial statements and ten year trend information are available from CalPERS at
P.0. Box 942709, Sacramento, CA 94229-2709.

POSTEMPLOYMENT BENEFITS OTHER THAN PENSION BENEFITS

Plan Description — The District sponsors a single-employer defined benefit healthcare plan
administered by CalPERS. The District provides medical, dental, vision, and life insurance benefits
to eligible retirees. Benefit provisions are established in accordance with the Employee Association
Memorandum of Understanding (MOU} for represented employeces and as adopted by Board
Resolution for all other employees who retire from the District on or after attaining age 50 with at
least 5 (five) years of service,

The District established an irrevocable trust to prefund the other postemployment benefit annual
required contribution by participating in the California Employers” Retiree Benefit Trust (CERBT)
program during the fiscal year ended June 30, 2009. The funds in the CERBT are held in trust and
administered by the California Public Employees’ Retirement System (CalPERS) as an agent
multiple-employer plan. The District’s Other Postemployment Benefits (OPEB) financial statements
will be included in the CalPERS Comprehensive Annual Financial Report (CAFR). Copies of the
CalPERS’ CAFR may be obtained from the CalPERS Executive Office, 400 P Street, Sacramento,
CA 95814,
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Funding Policy — The District funds on a pay-as-you-go basis with additional discretionary funding
payments as approved by the Board. The District paid health care and life insurance benefit
contributions based on when insurance premium payments were made, which were $1,693,629 for the
year ended June 30, 2013. The additional discretionary funding payment approved by the Board for
the year ended June 30, 2013, was $3,500,000. During the year ended June 30, 2013, one hundred
seventy-five (175) retirees participated in the health insurance plan, one hundred fifty (150} retirees
participated in the dental plan, one hundred thirty-two (132) retirees participated in the vision plan,
and one hundred forty-seven {147) retirees participated in the life insurance plan.

The District’s annual OPEB cost (expense) 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 each year and amortize any unfunded actuarial liabilities (or funding excess) over a
period not to exceed thirty (30) years.

The CERBT fund, which is an IRC Section 115 Trust, is set up for the purpose of (i) receiving
employer contributions to prefund health and other postemployment benefits for retirees and their
beneficiaries, (ii) investing contributed amounts and income therein, and (iif) disbursing contributed
amounts and income therein, if any, to pay for costs of administration of the fund and to pay for
heaith care costs or other postemployment benefits in accordance with the terms of the District’s
OPEB plan.

Annual OPEB Cost and Net OPEB Obligation — The ARC was determined as part of the June 30,
2011, actuarial valuation. The ARC rate was 16.3% of annual covered payroll. For the year ended
June 30, 2013, the District’s annual other postemployment benefit cost (expense) is $5,080,000. The
following table shows the components of the District’s annual OPEB cost for the year, the amount
actually contributed to the plan, and the changes in the District’s net OPEB obligation to the plan:

Annual required contribution $ 5,214,000
Interest on net OPEB obligation 226,000
Amortization of net OPEB obligation : (360,000)
Annual OPEB cost {(expense) 5,080,000
Contributions made (5,193,629)
Decrease in net OPEB obligation (113,629)
Net OPEB obligation-beginning of year 6,074,269
Net OPEB obligation-end of year 3 5,960,640

The District’s annual OPEB cost, the percentage of annual QPEB cost contributed to the plan, and the
net OPEB obligation for the year ended June 30, 2013, and the two preceding years was as follows:

Fiscal Annual Percentage of Net
Year OPEB Annual OPEB OPEB
Ended Cost Cost Contributed Obligation
6/30/11 § 4,837,000 71.1% $ 3,697,240
6/30/12 $ 4,982,000 52.3% $ 6,074,269
6/30/13 $ 5,080,000 102.2% $ 5,960,640
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12.

Funded Status and Funding Progress — The funded status of the plan as of the most recent actuary
valuation date, June 30, 2011, was as follows:

Actuarial accrued liability (AAL) $ 53,436,000
Actuarial value of plan assets 12,450,000
Unfunded actuarial accrued liability (UAAL) $ 40,986,000
Funded ratio (actuarial value of plan assets/AAL) 23.3%
Covered payroll {active plan members) $ 31,896,000
UAAL as a percentage of payroll 128.5%

Actuarial valuations of an ongoing plan involve estimates of the value of reported amounts and
assumptions about the probability of occurrence of events far into the future. Examples include
assumptions about future employment, mortality, and the healthcare costs trend. Amounts
determined regarding the funded status of the plan and the 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 schedule of funding progtress included in the required
supplemental information presents information that shows whether the actuarial value of plan assets is
increasing or decreasing over time relative to the actuarial accrued liabilities for benefits.

Actuarial Methods and Assumptions — Projections of benefits for financial reporting purposes are
based on the substantive plan (the plan as understood by the employer and 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 to that point. The actuarial methods and
assumptions used include techniques that are designed to reduce 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 Entry Age Normal (EAN) cost method was used, The
actuarial assumptions included a 7.01% investment rate of return (net of administrative expenses), an
annual medicai cost trend rate of 5% - 9%, dental and vision frend rate of 3%, Medicare Part B trend
rate of $115.40, and an inflation assumption of 3%. The EAN cost method spreads plan costs for
each participant from the entry date to the expected retirement date. Under the EAN cost mmethod the
plan’s normal cost is developed as a level amount over the participant’s working lifetime. The
actuarial value of plan assets was $12,450,000. The plan’s unfunded actuarial accrued liability is
being amortized using the level percentage of pay method over 20 (twenty) vears with 15 (fifteen)
years remaining as of June 30, 2013,

RISK MANAGEMENT

The District is exposed to various risks of loss related fo torts; theft of, damage to, and destruction of
assets; injuries to employees; and natural disasters. The District manages and finances these risks by
purchasing commercial insurance and has a $1,000 to $10,000 deductible for general and special
property liability with Hmits of $10 million and $350 million, respectively. The District has a
$400,000 deductible for workers’ compensation with a $1 million limit. There have been no
significant reductions in insurance coverage from the previous year, nor have settled claims exceeded
the District’s commercial insurance coverages in any of the past three years.

As of June 30, 2013, the District had no material claims outstanding for general liability or for
workers’ compensation cases.

33



BAY AREA AIR QUALITY MANAGEMENT DISTRICT

NOTES TO FINANCIAL STATEMENTS
FOR THE YEAR ENDED JUNE 30, 2013

13.

4.

15.

COMMITMENTS AND CONTINGENCIES

The District is subject to litigation arising in the normal course of business. In the opinion of the
District’s Attorney, there is no pending litigation which is likely to have a material adverse effect on
the financial position of the District.

The District receives Federal and State grant funds, The amounts, if any, of the District’s grant
expenditures which may be disallowed upon audit by the granting agencies cannot be determined at
this time, although the District expects any such amounts to be immaterial.

EXTRAORDINARY ITEM

On September 15, 2008, Lehman Brothers Holdings Inc. (Lehman Brothers) declared bankruptey.
This bankruptcy had a direct, negative impact on the County Pool’s investments in an amount of
approximately $155 million as of September 30, 2008. After extensive consultation with the County's
financial advisors and legal counsel, the County Treasurer decided to retain the Lehman securities,
but mark their value down to zero and carry the securities as nonperforming assets. For the quarter
ended September 30, 2008, the County charged all pool participants’ accounts a one-time expense
based on their average daily cash balances to reflect the reduction in value. The District’s portion of
this charge resulted in a loss on investments of $1,720,955 in the fiscal year ending June 30, 2009.

In March of 2012, Lehman Brothers exited bankruptcy and made an initial payment to creditors on
April 17, 2012. The County Pool received $9,332,132 in this initial distribution, and the District’s
share of this recovery was $439,158, included in revenue in the fiscal year ending June 30, 2012. The
County Pool received $5,935,930 in the second distribution from the L.ehman Brothers settlement, on
October 2, 2012, and $7,739,246 on April 4, 2013. The District’s share of these two recovery
amounts was $279,337 and $364,199, respectively, and these amounts were included in revenue for
the fiscal year ending June 30, 2013,

SUBSEQUENT EVENT

On November 7, 2013, the District issued $30,000,000 through a private placement of taxable
Certificates of Participation (Certificates) with Bay Area Headquarters Authority (BAHA) to finance
its ownership interest of 75,000 square feet of office space at 375 Beale Street. The Certificates will
be held by a Trustee in an escrow account until acquisition of the premises by the District, expected
sometime in 20135, The escrow account will pay interest due during the escrow period using proceeds
of the Certificates. Upon acquisition date the escrow period ends and the District will begin to make
base rental payments until the payment principal date. Principal will amortize for 30 years from the
acquisition date and expects to mature no later than November 1, 2045. The District may prepay the
Certificates, all or in part, without penalty. The District agreed to contribute at least $8.5 million from
sale of its 939 Ellis Street office building payable at acquisition date at 375 Beale Street which will go
towards its debt obligation.

The District and BAHA has also entered into a financing lease/sublease arrangement whereby af the

date of acquisition the District will lease its office space to BAHA and BAHA will then sublcase
office space back to the District to secure payment on the Certificates.

34



REQUIRED SUPPLEMENTARY INFORMATION



BAY AREA AIR QUALITY MANAGEMENT DISTRICT

SCHEDULES OF FUNDING PROGRESS

FOR THE YEAR ENDED JUNE 30, 2013

Actuarial Actuarial
Valuation  Asset Value
Date (a)

PENSION PLAN

Entry Age

Actuarial

Accrued

Liability
(b)

UAAL as a

Percentage

Covered of Covered
Payroll Payroll
©) {(h-a)/c)

6/30/2010 . $174,434,353
6/30/2011 184,503,500
6/30/2012 193,484,731

$195,962,333
208,697,558
220,115,239

$21,527,980

$31,962,067 67.4%
31,492,142 76.8%
31,579,609 84.3%

OTHER POSTEMPLOYMENT BENEFITS (OPLB)

Entry Age UAALasa
Actuarial Percentage
Actuarial Actuarial Accrued Covered of Covered
Valuation  Asset Value Liability Payroll Payroll
Date (a) (b) (c) {(b-a)/c)
17172008 § 3,474,247 % 48377,000 $44,902,753 $31,823,042 141.1%
1/1/2010 7,354,000 46,760,000 31,826,000 123.8%
6/30/2011 12,450,000 53,436,000

31,896,000 128.5%

35



BAY AREA AIR QUALITY MANAGEMENT DISTRICT

STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES IN FUND BALANCE
BUDGET AND ACTUAL - GENERAL FUND
FOR THE YEAR ENDED JUNE 30, 2013

Variance with

Budgeted Amounts Actual Final Budget
{Budgetary Positive
Ovriginal Final Basis) (Negative)
REVENUES
Permit fees $ 23,748,000 § 23,748,000  $ 25443396 § 1,695,390
Title V permit fees 3,714,000 3,714,000 3,627,490 {86,510)
Asbestos fees 1,800,060 1,800,000 2,465,047 663,047
Penaltics and variance fees 1,700,000 1,700,000 1,670,702 {29,298)
Hearing board fees 20,600 20,000 17,400 (2,600)
State subvention 1,718,169 1,718,169 1,712,022 (6,147)
AB 2588 income 700,000 700,060 635,408 (64,592)
Special environmental projects 94,345 4,074,002 1,995,431 (2,078,571)
Federal grant -EPA : 2193177 2,937,722 2,687,345 (250,377)
Federal grant - DHS 1,379,896 1,379,896 1,224,148 (155,748)
CMAQ Spare the Air 700,000 706,600 652,373 (47,627
Other grants 387,174 637,984 744,480 106,496
Portable cquipment registration program {PERP} 350,000 350,000 493,659 143,659
Interest 204,238 204,238 262,802 58,504
County apportionment 21,105,869 21,165,869 23,733,376 2,567,507
Miscellaneous 125,000 125,000 66,606 (58,394}
Totaf revenues 59,999,868 64,974,880 &7,431,685 2,456,805
EXPENDITURES
Execcutive office 2,602,781 2,655,152 2,692,205 {37,053)
Finance and administration 9,268,387 9,495,446 9,829,855 {334,409
[nformation systems 4,295,026 4,619,840 3,908,909 710,931
Legal services 2,452,427 2,584,459 2,638,640 (54,181)
Qutreach and incentives 3,948,837 4,949,756 3,704,929 1,244,827
Compliance and enforcement 11,583,321 11,815,145 10,203,004 1,612,141
Engincering 8,600,835 9,013,179 8,825,817 187,362
Planning and rescarch 6,320,565 7,006,449 5,977,851 1,028,598
Technical services 8,640,820 10,161,771 9,321,831 839,940
Program distribution 4,230,467 2,265,669 1,964,798
Strategic incentives division 657,935 672,648 660,742 11,906
Total current expenditures 58,370,934 67,204,312 60,029,452 7,174,860
Capital outlay 1,580,677 1,934,922 2,580,592 (645,670}
Total expenditures 59,951,611 69,139,234 62,610,044 6,529,190
EXCESS (DEFICIENCY) OF REVENUES
OYER EXPENDITURES 48,257 (4,164,354) 4,821,641 8,985,005
OTHER FINANCING SOURCES (USES)
Transfers in 505,454 (505,454)
Transfers out (48.257) (48,257) 48,257
Total other financing sources (48,257) (48,257) 505,454 (457,197)
EXTRAORDINARY ITEM
Recovery on Lehman Brothers Loss [52,519 152,519
NET CHANGE IN FUND BALANCE ) S (4,212,611) 5479614 3 8,681,317
BEGINNING BUDGETARY FUND BALANCE _ 19,719,528
ENDING BUDGETARY FUND BALANCE $ 25,199,142
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BAY AREA AIR QUALITY MANAGEMENT DISTRICT

STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES IN FUND BALANCE
BUDGET AND ACTUAL - SPECIAL REVENUE FUND
FOR THE YEAR ENDED JUNE 360, 2013

REVENUES
TFCA/MSIF DMV fee
Carl Moyer Program
AB 434/923 others
CA Goods Movement revenue & other
programs
Total revenues

EXPENDITURES

TFCA/MSIF, Carl Moyer, & other programs:

Program distribution
Smoking vehicle
Intermittent control
TFCA administration
Mobile source incentive
Regional BikeShare
CarSharing Incentive Program
Regional Electric Vehicle Deployment
Enhanced mobile source inspection
California Goods Movement Program &
other programs:
Grant administration
Truck Program/LESBP
Total expenditures

EXCESS OF REVENUES OVER
EXPENDITURES

OTHER FINANCING USES

Transfers in
Transfers out

Total other financing uses

EXTRAORDINARY ITEM
Recovery on Lehman Brothers Loss

NET CHANGE IN FUND BALANCE

BEGINNING BUDGETARY FUND BALANCE

ENDING BUDGETARY FUND BALANCE

Variance with

Budgeted Amounts Actual Final Budget
(Budgetary Positive
Original Final Basis) (Negative)
$ 42,420,312 $ 53,139,058  $29282,538  $(23,856,520)
7,942,794 8,531,142 7,704,560 (826,576)
330,634 330,634 872,415 541,781
15,948,019 39,635,831 29,627,877 (10,007,954)
66,641,759 101,636,665 67.487,396 (34,149,269)
41,328,380 45,569,988 31,930,260 13,639,728
488,344 309,066 715,624 {406,558)
1,056,398 1,305,262 1,064,509 240,733
1,250,535 1,382,035 073,189 408,846
624,330 637,387 568,734 68,653
3,254,972 6,428,128 2,512,668 3,915,460
388,516 388,752 16,260 372,492
1,995,961 4,673,912 1,003,937 3,669,975
1,000,000 513,959 486,041
434,951 456,579 965,567 (508,988}
15,867,629 39,533,813 27,208,252 12,325,561
66,690,016 101,684,922 67,472,959 34,211,963
(48,257) {48,257) 14,437 62,694
48,257 48,257 {(48,257)
(505,454) {505,454}
48,257 48,257 {505,454) (553,711
491,017 491,017
¥ b3 $
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BAY AREA AIR QUALITY MANAGEMENT DISTRICT

NOTES TO REQUIRED SUPPLEMENTARY INFORMATION
FOR THE YEAR ENDED JUNE 30, 2013

Budgetary Principles

Through the budget process, the Board of Directors sets the direction of the District. The annual budget
assures the most efficient and effective use of the District’s economic resources, and establishes the
priority of objectives that are to be accomplished during the fiscal year.

The annual budget covers the period from July 1 to June 30, and is a vehicle that accurately and openly
communicates these priorities to the community, businesses, vendors, employees, and other public
agencies. In addition, it establishes the foundation of effective financial planning by providing resource
allocation, performance measures and controls that permit the evaluation and adjustment of the District’s

performance.

The District follows these procedures in establishing the budgetary data reflected in the basic financial
statements:

a) The Board of Directors adopts an annual budget by resolution prior to July 1 of each fiscal year.
The annual budget indicates appropriations by fund and by program. The Board of Directors may
also adopt supplemental appropriations during the year. At the fund level, expenditures may not
legally exceed appropriations. The Air Pollution Control Officer (APCO) is authorized to
transfer budgeted amounts between divisions and programs within any fund.

b) Budgets are adopted on a basis that is consistent with Generally Accepted Accounting Principles
(GAAP) with the exception of recognition of certain revenues, as discussed below. Annual
appropriated budgets are adopted for the General and Special Revenue funds,

¢) Supplementary budgetary revenue and expenditure appropriations were adopted by the Board of
Directors during the fiscal year. These supplemental appropriations have been included in the
Budgeted Amounts - Final column of the Budgetary Comparison Schedules.

Reconciliation to the Statement of Revenues, Expenditares, and Changes in Fund Balances

The District’s budgetary basis is consistent with Generally Accepted Accounting Principles (GAAP), with
the exception of certain revenues that are recognized when earned in the GAAP-basis financial
statements, but deferred until expended on the budgetary basis. Revenues in the Budget and Actual
schedules have been presented on the budgetary basis to provide a more meaningful comparison of actual
results with the budget. The following is a reconciliation between revenues on the budgetary basis and
the GAAP basis reflected in the statement of revenues, expenditures, and changes in fund balance.

Special
General Fund Revenue Fund
Revenues —~ Budgetary Basis $ 67431685 $ 67,487,396
Revenue recognition adjustments (2,038,861) 5,150,985
Revenues — GAAP Basis $ 65392824 $ 72638381
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BAY AREA AIR QUALITY MANAGEMENT DISTRICT

TRANSPORTATION FUND FOR CLEAN AIR (FFCA) PROGRAM, MOBILE SOURCE
INCENTIVE PROGRAM, CARE. MOYER PROGRAM, & OTHER PROGRAMS
SCHEDULE OF EXPENDITURES
FOR THE YEAR ENDED JUNE 30, 2013

Salaries and Services and Program

Programs Benefits Supplies Distribution Total
Program distribution $ 31,930,260 & 31,930,260
Smoking vehicle $ 705,618 § 10,006 715,624
Intermittent control 402,187 662,322 1,064,509
TFCA administration 791,633 181,556 973,189
Regional BikeShare 166,910 2,345,758 2,512,668
CarSharing Incentive Program 16,260 16,260
Regional Electric Vehicle
Deployment 184,280 819,657 1,003,937
Iinhanced mobile source inspect 513,959 513,959
Mobile source inceniive 558,897 9,837 568,734
Total expenditures $ 3339744 § 4,029,136 § 31930260 § 39299140
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BAY AREA AIR QUALITY MANAGEMENT DISTRICT

SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS
FOR THE YEAR ENDED JUNE 36, 2013

Pass-Through/ Federal
Federal Grantor/Pass-Through Grantor/ Grant Identifying CFDA Federal
Program or Cluster Title Number Number Expenditures

LS, Environmental Protection Agency;
Surveys, Studies, Research, Investigations,
Demonstrations, and Special Purpose Activities
Relating to the Clean Air Act PM98977301-8 66034 § 213,375
Surveys, Studies, Research, Investigations,
Demonstrations, and Special Purpose Activities

Relating to the Clean Air Act PMO8977301-A 66.034 46,241
National Air Toxics Trend Study XAQ0TG3001-0  66.034 101,637
Lead NAAQS Airport Study XA00T76401 66.034 64,116
NO2 Near Roadway XAO00T83001 66.034 96,238

Subtotal CFDA 66.034 521,607
National Clean Diesel Program-Truck Replacement DEGCOTT7901 66.039 583,169
National Clean Diesel Program-Truck Replacement DEQOT96101 66.039 37,759

Subtotal CFDA 66.039 620,928
Air Pollution Control Program Support A00905613 66.001 2,088,659
Exchange Network EPA 08-83466001-0 66.608 77,081

Total U.S. Environmental Protection Agency 3,308,275

U.S. Department of Homeland Security:
Homeland Security Biowatch Program 2006-5T-91-2 97.091 1,224,148

Total U.S. Department of Homeland Security 1,224,148

U.S. Depariment of Energy:
Conservation Research and Development DE-EE005588 81.086 244,977
Total U.S. Department of Energy 244,977

U.S. Pepartment of Transportation:
Passed through California Department of Transportation:

Highway Planning and Construction CML-6297(003)  20.205 652,373
Highway Planning and Construction CML-6297(006)  20.205 1,579,397

Highway Planning and Construction Cluster / Total
U.S. Department of Transportation 2,231,770
Total Expenditures of Federal Awards $ 7,009,170

See accompanying notes to schedule of expenditures of federal awards. 1



BAY AREA AIR QUALITY MANAGEMENT DISTRICT

NOTES TO THE SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS
FOR THE YEAR ENDED JUNE 30, 2013

1.

REPORTING ENTITY

The accompanying Schedule of Expenditures of Federal Awards (SEFA) presents the activity of all
federal award programs of the Bay Area Air Quality Management District (the District). The
District’s reporting entity is defined in Note ! of the District’s basic financial statements,
Expenditures of federal awards received directly from federal agencies, as well as expenditures of
federal awards passed through other governmental agencies, are included in the SEFA,

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Basis of Accounting — Funds réceived under the various grant programs have been recorded within
the general fund and the special revenue fund of the District. The accompanying SEFA is presented
using the modified accrual basis of accounting for expenditures that are accounted for in the general
fund and the special revenue fund, which are both governmental funds, as described in Note 1 of the
District’s basic financial statements.

Relationship to Financial Statements — Federal award expenditures reported in the accompanying
SEFA agree, or can be reconciled, in all material respects, to amounts reported in the District’s basic
financial statements.

Cataleg of Federal Domestic Assistance (CFDA) - The CFDA numbers included in the

accompanying SEFA were determined based on the program name, review of grant or contract
information, and the Office of Management and Budget’s Catalog of Federal Domestic Assistance.

PASS-THROUGH ENTITIES’ IDENTIFYING NUMBERS

When federal awards are received from a pass-through entity, the SEFA indicates, if assigned, the
identifying grant or contract number that has been assigned by the pass-through entity,

PASS-THROUGH AWARDS

Federal assistance provided to subrecipients is treated as expenditures when it is paid fo the
subrecipient and is summarized as follows:

Amount
Federal Provided to
Program CIDA Number Subrecipients
Air Pollution Coatrol Program Support 66.001 § 625,000
National Clean Diesel Program-Truck Replacement 66.039 469,893



Gilbert Associates, Inc.

CPAs and Advisors

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 AND THE
TRANSPORTATION FUND FOR CLEAN AIR (TFCA) PROGRAM

Independent Auditor’s Report

To the Board of Directors
Bay Area Air Quality Management District
San Francisco, California

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 each major fund of the Bay Area Air Quality Management District (the District) as of and
for the year ended June 30, 2013, and the related notes to the financial statements, which collectively
comprise the District’s basic financial statements, and have issued our report thereon dated December 19,
2013.

Internal Control Over Financial Reporting

In planning and performing our audit, 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.

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 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. A
significant deficiency is a deficiency, or a combination of deficiencies, in internal control that is less
severe than a material weakness, yet important enough to merit attention by those charged with
governance.

Our consideration of internal control was for the limited purpose described in the first paragraph of this
section and was not designed to identify all deficiencies in internal control that might be material
weaknesses, or significant deficiencies. Given these limitations, during our audit we did not identify any
deficiencies in internal control that we consider to be material weaknesses. However, material
weaknesses may exist that have not been identified.
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To the Board of Directors
Bay Area Air Quality Management District
Page 2

Compliance and Qther Matters

As part of obtaining reasonable assurance about whether the District’s financial statements are free from
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. Our audit was further made to determine that
Transportation Fund for Clean Air (TFCA) funds allocated to and received by the District were expended
in conformance with applicable statutes, rules, and regulations of the Health and Safety Code Sections
44220 through 44225 and 44229 through 44242. 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 or other matters that are required to be
reported under Government Auditing Standards.

Purpose of this Report

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

i
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GILBERT ASSOCIATES, INC.
Sacramenio, California

December 19, 2013



Gilbert Associates, Inc.

CPAs and Advisors

REPORT ON COMPLIANCE FOR EACH MAJOR FEDERAL PROGRAM;
REPORT ON INTERNAL CONTROL OVER COMPLIANCE; AND
REPORT ON SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS
REQUIRED BY OMB CIRCULAR A-133

Independent Auditor’s Report

To the Board of Directors
Bay Area Air Quality Management District
San Francisco, California

Report on Compliance for Each Major Federal Program

We have audited the Bay Area Air Quality Management District’s (the District) compliance with the
types of compliance requirements described in the OMB Circular A-133 Compliance Supplement that
could have a direct and material effect on each of the District’s major federal programs for the year ended
June 30, 2013. The District’s major federal programs are identified in the summary of auditor’s results
section of the accompanying schedule of findings and questioned costs.

Management’s Responsibility

Management is responsible for compliance with the requirements of laws, regulations, contracts, and
grants applicable to each of its major federal programs.

Auditor’s Responsibility

Our responsibility is to express an opinion on compliance for each of the District’s major federal
programs based on our audit of the types of compliance requirements referred to above. We conducted
our audit of compliance in accordance with auditing standards generally accepted in the United States of
America; the standards applicable to financial audits contained in Government Auditing Standards, issued
by the Comptroller General of the United States; and OMB Circular A-133, Audits of States, Local
Governments, and Non-Profit Organizations. Those standards and OMB Circular A-133 require that we
plan and perform the audit to obtain reasonable assurance about whether noncompliance with the types of
compliance requirements referred to above that could have a direct and material effect on a major federal
program occurred. An audit includes examining, on a test basis, evidence about the District’s compliance
with those requirements and performing such other procedures as we considered necessary in the
circumstances.

We believe that our audit provides a reasonable basis for our opinion on compliance for each major
federal program. However, our audit does not provide a legal determination on the District’s compliance.
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To the Board of Directors
Bay Area Air Quality Management District
Page 2

Opinion on Each Major Federal Program

In our opinion, the District complied, in all material respects, with the types of compliance requirements
referred to above that could have a direct and material effect on each of its major federal programs for the
year ended June 30, 2013.

Report on Internal Control Over Compliance

Management of the District is responsible for establishing and maintaining effective internal control over
compliance with the types of compliance requirements referred to above. In planning and performing our
audit of compliance, we considered the District’s internal control over compliance with the requirements
that could have a direct and material effect on each major federal program to determine the auditing
procedures that are appropriate in the circumstances for the purpose of expressing our opinion on
compiliance for each major federal program and to test and report on internal control over compliance in
accordance with OMB Circular A-133, but not for the purpose of expressing an opinion on the
effectiveness of internal control over compliance. Accordingly, we do not express an opinion on the
effectiveness of the District’s internal control over compliance.

A deficiency in internal control over compliance exists when the design or operation of a control over
compliance does not allow management or employees, in the normal course of performing their assigned
functions, to prevent, or detect and correct, noncompliance with a type of compliance requirement of a
federal program on a timely basis. A material weakness in internal control over compliance is a
deficiency, or combination of deficiencies, in internal control over compliance, such that there is a
reasonable possibility that material noncompliance with a type of compliance requirement of a federal
program will not be prevented, or detected and corrected, on a timely basis. A significant deficiency in
internal control over compliance is a deficiency, or a combination of deficiencies, in internal control over
compliance with a type of compliance requirement of a federal program that is less severe than a material
weakness in internal control over compliance, yet important enough to merit attention by those charged
with governance.

Our consideration of internal control over compliance was for the limited purpose described in the first
paragraph of this section and was not designed to identify all deficiencies in internal control over
compliance that might be material weaknesses or significant deficiencies. We did not identify any
deficiencies in internal control over compliance that we consider to be material weaknesses. However,
material weaknesses may exist that have not been identified.

The purpose of this report on internal control over compliance is solely to describe the scope of our
testing of internal control over compliance and the results of that testing based on the requirements of .
OMB Cireular A-133. Accordingly, this report is not suitable for any other purpose.

Report on Scheduie of Expenditures of Federal Awards Required by OMB Circular A-133

We have audited the financial statements of the governmental activities and each major fund of the
District as of and for the year ended June 30, 2013, and the related notes to the financial statements,
which collectively comprise the District’s basic financial statements. We issued our report thereon dated
December 19, 2013, which contained unmodified opinions on those financial statements. Our audit was
conducted for the purpose of forming opinions on the financial statements that collectively comprise the
basic financial statements. The accompanying schedule of expenditures of federal awards is presented for
purposes of additional analysis as required by OMB Circular A-133 and is not a required part of the basic
financial statements. Such information is the responsibility of management and was derived from and
relates directly to the underlying accounting and other records used to prepare the basic financial
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To the Board of Directors
Bay Area Air Quality Management District
Page 2

statements. The information has been subjected to the auditing procedures applied in the audit of the
financial statements and certain additional procedures, including comparing and reconciling such
information directly to the underlying accounting and other records used to prepare the basic financial
statements or to the basic financial statements themselves, and other additional procedures in accordance
with auditing standards generally accepted in the United States of America. In our opinion, the schedule
of expenditures of federal awards is fairly stated in all material respects in relation to the basic financial
statements as a whole.
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GILBERT ASSOCIATES, INC.
Sacramento, California

December 19, 20613



BAY AREA AIR QUALITY MANAGEMENT DISTRICT

SCHEDULE OF AUDIT FINDINGS AND QUESTIONED COSTS
FOR THE YEAR ENDED JUNE 36, 2013

SECTION 1 - SUMMARY OF AUDITOR'S RESULTS

Financial Statements

Type of auditor’s report issued:

Internal co;m'o! over financial reporting;
Material weakness(es) identified?
Significant deficiencies identified?

Noncompliance material to financial
statements noted?

Federal Awards

Internal control over major programs:
Material weakness(es) identified?
Significant deficiencies identified?

Type of auditor's report issued on
compliance for major programs:

Any audit findings disclosed that are
required to be reported in accordance
with OMB Circular A-133, Section 510{a)?

Identification of major programs

CFDA Nuinber(s)

66.001
66.039
97.091

Dollar threshold used to distinguish between
Type A and Type B programs

Auditee qualified as low-risk auditee?

Unmodified

Yes - v No

Yes v" None Reported

Yes V" No

Yes v No

Yes v" None Reported
Unmodified

Yes v No

Name of Federat Program or Cluster

Air Pollution Control Program Support
Nattonal Clean Diesel Program — Truck Replacement
Homeland Security Biowatch Program

$ 300,000

v' Yes No



BAY AREA AIR QUALITY MANAGEMENT DISTRICT

SCHEDULE OF AUDIT FINDINGS AND QUESTIONED COSTS
FOR THE YEAR ENDED JUNE 30, 2013

SECTION I - FINANCIAL STATEMENT FINDINGS

There were no financial statement findings reported.

SECTION III - FEDERAL COMPLIANCE

There were no federal compliance findings reported.



BAY AREA AIR QUALITY MANAGEMENT DISTRICT

STATUS OF PRIOR YEAR FINDINGS AND QUESTIONED COSTS
FOR THE YEAR ENDED JUNE 30, 2613

‘There were no findings in the prior year.
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AGENDA:

BAY AREA AIR QUALITY MANAGEMENT DISTRICT

Memorandum

To: Chairperson Carole Groom and Members

of the Budget and Finance Committee

From: Jack P. Broadbent

Executive Officer/APCO

Date: January 10, 2014

Re: Second Quarter Financial Report — Fiscal Year Ending 2014

RECOMMENDED ACTION

None; receive and file.

DISCUSSION

Finance staff will present an update on the Air District’s financial results for the second quarter
of the 2013-14 fiscal year. The following information summarizes those results.

GENERAL FUND BUDGET: STATEMENT OF REVENUE

Comparison of Budget to Actual Revenue

County receipts

Permit Fee receipts

Title V Permit Fees
Asbestos Fees

Toxic Inventory Fees
Penalties and Settlements

Miscellaneous Revenue

Interest Revenue

R I < R = R~ N - G -~ A -

7,659,288
19,912,936
3,008,853
1,390,714
315,913
1,416,776

49,989
462,829

(35%)
(73%)
(82%)
(73%)
(53%)
(83%)
(42%)

(167%) of budgeted revenue

of budgeted revenue.
of budgeted revenue.
of budgeted revenue.
of budgeted revenue.
of budgeted revenue.
of budgeted revenue.

of budgeted revenue.
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GENERAL FUND BUDGET: STATEMENT OF EXPENDITURES
Comparison of Budget to Actual Expenditures

Personnel - Salaries $ 14,900,781 (49%) of budgeted expenditures.
Personnel - Fringe Benefits $ 5901,250 (43%) of budgeted expenditures.
Operational Services and Supplies $ 6,140,579 (33%) of budgeted expenditures.
Capital Outlay $ 1,358,045 (26%) of budgeted expenditures.
Cash and Investments in County Treasury:
( Based on the Dec 2013 Account Balance)
General Fund $26,035,423
TFCA $66,650,208
MSIF $43,742,263
Carl Moyer $4,272,201
CA Goods Movement $33,638,829
$174,338,924 |
FUND BALANCES
6/30/2012 6/30/2013 6/30/2014
Audited Audited Budget
Building and Facilities 4,075,756 5,478,276 5,234,766
PERS Funding 1,500,000 2,016,169 1,926,550
Radio Replacement 75,000 100,808
Capital Equipment 1,219,818 1,639,573 1,566,694
Worker's Compensation 1,000,000 1,344,113
Post Employment Benefits 2,000,000 2,688,226 2,568,734
Economic Uncertainties 130,660 175,622 1,548,301
TOTAL SPECIAL RESERVES $ 10,001,234 $ 13,442,787 $ 12,845,044
UNDESIGNATED 3,441,554 5,059,722 -
TOTAL FUND BALANCES $ 13,442,788 $ 18,502,509 $ 12,845,044




VENDOR PAYMENTS

In accordance with provisions of the Administrative Code, Division Il Fiscal Policies and Procedures
- Section 4 Purchasing Procedures: 4.3 Contract Limitations, staff is required to provide the Board a
listing of all of the vendors receiving payments in excess of $70,000 under contracts that have not
been previously reviewed by the Board. Prior Air District practice does not bring payments for
recurring routine business costs such as utilities, licenses, office supplies and the like, before the
Board, except as part of the Air District budget. The current practice now is to list such payments
over $70,000 in a quarterly financial report. The purpose is to increase the information flow to the
Board and to maintain committee efficiency. As a related practice, staff will report on vendors that
undertook work for the Air District on several projects that individually were less than $70,000,
but cumulatively now total in excess of $70,000.

Below is a list of vendors including payments made during the first half of the current fiscal year
that exceeds $70,000 and meets the reporting criteria noted above.

AMOUNT
VENDOR NAME P‘})lenc(;:"’f Explanation
2013)
1 ALLIANT INSURANCE SERVICES 629,427 |Various Insurance Policies
2 CAPUBLIC EMPLOYEE RETIREMENT SYSTEM | 3,033,314 [Health Insurance Plan
3 CAPUBLIC EMPLOYEE RETIREMENT SYSTEM | 4,129,270 |Retirement Benefits & 457 Supplemental Plan
4 CITY OF OAKLAND 70,835 |Broadway Shuttle Advertisement Sponsor
5 COMPUCOM SYSTEMS, INC. 117,002 [Microsoft license agreement
6 CSACEXCESS INSURANCE AUTHORITY 370,905 [Life Insurance Plan
7 CUBIC TRANSPORTATIONS SYSTEMS 154,846 [Clipper Transit Subsidy
8 EMPLOYEE BENEFIT SPECIALISTS 149,324 [Medical & Dependent Care Flexible Spending Plan
9 ENTERPRISE FLEET SERVICES 247,414 |Fleet Leasing and Maintenance services
10 HARTFORD LIFE INS. CO. 215,758 |Life Insurance Plan
11  |PACIFIC GAS & ELECTRIC COMPANY 206,055 |Utilities
12 |PREFERRED BENEFIT INSURANCE AD 382,272 |Dental Insurance Plan
13 |RENNE SLOAN HOLTZMAN & SAKAI 132,409 [Human Resources Consulting Services
14 |U.S.BANKCORP. 78,881 |District Credit Cards for various purchases
15 VERIZON WIRELESS 90,983 |Cell phone services
16  |WRIGHT EXPRESS FLEET SERVICES 79,444 |Fuel for Fleet




BUDGET CONSIDERATION/FINANCIAL IMPACT

None.

Respectfully submitted,

Jack P. Broadbent
Executive Officer/APCO

Prepared by:  Stephanie Osaze
Reviewed by: Jeff McKay



AGENDA: 6

BAY AREA AIR QUALITY MANAGEMENT DISTRICT
Memorandum

To: Chairperson Carole Groom and Members
of the Budget and Finance Committee

From: Jack P. Broadbent
Executive Officer/APCO

Date: January 15, 2014

Re: Air District Financial Overview

RECOMMENDED ACTION

None; receive and file.

DISCUSSION

Staff will review the status of the current fiscal year. The review will include a discussion of the
strategies employed during the Fiscal Year End (FYE) 2014 budget cycle. Implications for the

coming FYE 2015 budget process will also be reviewed.

BUDGET CONSIDERATION/FINANCIAL IMPACT

None.

Respectfully submitted,

Jack P. Broadbent
Executive Officer/APCO

Prepared by: Jeffrey McKay
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