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BADAWI&ASSOCIATES

INDEPENDENT AUDITORS’ REPORT

To the Board of Directors
of the Monterey Bay Unified Air Pollution Control District
Monterey, California

Report on the Financial Statements

We have audited the accompanying financial statements of the governmental activities, each major
fund, and the aggregate remaining fund information of the Monterey Bay Unified Air Pollution Control
District, California (District) as of and for the year ended June 30, 2019, 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.

Auditors” Responsibility

Our responsibility is to express opinions on these financial statements based on our audit. We
conducted our audit in accordance with auditing standards generally accepted in the United States of
America. 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
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 audit opinions.

Address: Phone: Fax:



To the Board of Directors

of the Monterey Bay Unified Air Pollution Control District
Monterey, California
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, each major fund, and the aggregate
remaining fund information of the District as of June 30, 2019, 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.

Other Matters

Required Supplementary Information

Accounting principles generally accepted in the United States of America require that the
management’s discussion and analysis, budgetary comparison information, pension plan schedules,
and OPEB plan schedules on pages 3-9 and 52-55 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 it to be an essential part of financial
reporting for placing the basic financial statements in an appropriate operational, economic, or
historical context. We have applied certain limited procedures to the required supplementary
information in accordance with auditing standards generally accepted in the United States of America,
which consisted of inquiries of management about the methods of preparing the information and
comparing the information for consistency with management’s responses to our inquiries, the basic
financial statements, and other knowledge we obtained during our audit of the basic financial
statements. We do not express an 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
assurance.

Do & A

Badawi & Associates
Certified Public Accountants
Berkeley, California

January 10, 2020



MONTEREY BAY UNIFIED AIR
POLLUTION CONTROL DISTRICT dba
MONTEREY BAY AIR RESOURCES DISTRICT
MANAGEMENT’S DISCUSSION AND ANALYSIS
AS OF AND FOR THE YEAR ENDED JUNE 30, 2019

Our discussion and analysis of the Monterey Bay Unified Air Pollution Control District’s (the District)
financial performance provides an overview of the financial activities for the fiscal year ended June
30, 2019. This report is to be read in conjunction with the basic financial statements.

FINANCIAL HIGHLIGHTS

e The assets of the District exceeded its liabilities at the close of the most recent fiscal year by
$15,270,000 (net position). Of this amount, $13,178,000 (restricted net position) are legally
restricted for grant programs and other purposes.

¢ The District’s total net position increased by $1,718,000 from the prior year.

¢ As of the close of the fiscal year, the District’s governmental funds reported combined ending
fund balances of $19.9 million, an increase of $1,703,000 in comparison to the prior year. The
major factors contributing to this increase are described on page 7.

OVERVIEW OF THE FINANCIAL STATEMENTS

This discussion and analysis serves as an introduction to the District’s financial statements. The District’s
financial statements are comprised of three components: 1) Government-wide financial statements; 2)
Fund Financial Statements; and 3) Notes to the Financial Statements. This report also contains other
supplementary information in addition to the basic financial statements.

Government-wide Financial Statements — 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.

The Statement of Net Position presents information on all of the District’s assets and deferred outflows
of resources and liabilities, and deferred inflows of resources with the difference reported as net
position. 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
combines and consolidates governmental funds’ current financial resources (short-term spendable
resources) with capital assets and long-term obligations. Other nonfinancial factors should also be taken
into consideration, such as changes in the District’s revenue base, to assess the overall health or financial
condition of the District.

The Statement of Activities presents information showing how the District’s net position changed during
the most recent fiscal year. All of the current year’s revenues and expenses are taken into account
regardless of when cash is received or paid. Thus, revenues and expenses are reported in this statement
for some items that will only result in cash flows in future fiscal periods.

The governmental-wide financial statements include all the governmental activities of the District. The
governmental activities of the District include administration, engineering/compliance, air monitoring,
planning and grants. The District does not operate any business-type activities.

The District’s government-wide financial statements are presented on pages 14 and 15.



OVERVIEW OF THE FINANCIAL STATEMENTS (Continued)

Fund 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 fund financial
statements provide detailed information about the most significant funds, not the District as a whole.
The District has one fund, the General Fund, which is a governmental fund type. The General Fund
includes all of the sub-funds the District maintains, including the individual grant program funds such as
AB2766, AB293, Moyer Grant Fund, and the General Grant Fund. Fund financial statements report
essentially the same functions as those reported in the government-wide financial statements.
However, unlike the government-wide financial statements, fund financial statements focus on near-
term inflows and outflows of spendable resources, as well as on balances of spendable resources
available at the end of the fiscal year.

Because the focus of the governmental funds is narrower than that of the government-wide financial
statements, it is useful to compare the information presented for governmental funds with similar
information presented in the government-wide financial statements. Both the governmental fund Balance
Sheet and the governmental fund Statement of Revenues, Expenditures and Changes in Fund Balance
provide a reconciliation to facilitate the comparison between governmental funds and government-wide
statements. The fund financial statements can be found on pages 18 through 21 of this report.

Notes to Basic Financial Statements — The notes 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 financial statements can be found on pages 28 to 47 of this report.

GOVERNMENT-WIDE FINANCIAL ANALYSIS

Summary of Net Position (Rounded to the nearest $1,000)
For the Year Ended June 30

2019 2018 Change

Current and other assets S 27,857,000 S 18,849,000 S 9,008,000
Capital assets 3,057,000 3,144,000 -87,000

Total assets 30,914,000 " 21,993,000 8,921,000
Deferred outflow of resources 2,219,000 2,466,000 -247,000
Current and other liabilities 2,108,000 802,000 1,306,000
Long-term liabilities 8,793,000 8,993,000 -200,000

Total liabilities 10,901,000 9,795,000 1,106,000
Deferred inflow of resources 963,000 1,112,000 149,000
Netinvestment in capital assets 3,057,000 3,144,000 -87,000
Restricted 13,178,000 11,996,000 1,182,000
Unrestricted -965,000 -1,588,000 623,000

Total net position S 15,270,000 $ 13,552,000 $ 1,718,000

Net position may serve over time as a useful indicator of the District’s financial position. At the close of
the fiscal year ended June 30, 2019, the District’s assets exceeded its liabilities by $15.3 million.



GOVERNMENT-WIDE FINANCIAL ANALYSIS (Continued)
Approximately 93% of the District’s current and other assets consist of cash and investments.

Approximately $13.2 million (87% of total net position) are restricted for grants and other purposes.
The unrestricted portion of the District’s net position increased by almost $623,000 from the previous
year. This decrease is primarily due to a decrease in long term debt of about $200,000 plus an increase
of current assets of about $0.7 million. Restricted assets in the District’s grant funds increased by $1.4
million. These funds will be spent primarily on grant projects in future periods.

Change in Net Position (Rounded to the nearest $1,000)
For the Year Ended June 30

2019 2018 Change
Revenues:
Program Revenues:
Charges for services S 4,047,000 $ 4,218,000 S (171,000)
Operating grants and contributions 3,018,000 1,445,000 1,573,000
General Revenues: -
DMV surcharges 2,931,000 2,686,000 245,000
AB 923 1,375,000 1,343,000 32,000
City/County contributions 334,000 303,000 31,000
Investmentincome 393,000 228,000 165,000
Other 603,000 651,000 (48,000)
Total Revenues 12,701,000 10,874,000 1,827,000
Expenses: -
Administration 1,844,000 1,965,000 (121,000)
Engineering/Compliance 2,582,000 2,691,000 (109,000)
Air monitoring 614,000 663,000 (49,000)
Planning and grants 5,943,000 3,916,000 2,027,000
Total Expenses 10,983,000 9,235,000 1,748,000
Change in net position 1,718,000 1,639,000 79,000
Net position, beginning of year (as restated) 13,552,000 11,913,000 1,639,000
Net position, end of year $ 15,270,000 $ 13,552,000 $ 1,718,000

For Program Revenues, Charges for Services totaled approximately $4 million, which is $171,000 lower
than the previous year’s total. Permit fees were down due to decreases in Major Source permit
cancellations. Operating grant revenues in FY 2018-19 increased by about $1.6 million as compared to
the previous year primarily due to an increase of $791,000 in Carl Moyer grant program revenues as a
result of timing of grant projects. In addition, the District received new state funding of $419,000 for
Woodsmoke Reduction.

For General Revenues, DMV and AB923 surcharges increased by about 0.3% over the previous year. City
and County contributions were up by $31,639 due to an increase to the per capita rates from $.39 to
$.43. Investment income increased by about $165,000 due to higher interest rates and larger overall
fund balances from new CAPP and FARMER grants as compared to the previous year.

The last General Revenue category, “Other” revenues, include CARB Subvention, rental income, off-site
mitigation fees from the East Garrison housing development in Marina, and miscellaneous income. In



total, other revenues were down by $48,000 primarily due to $25,000 of one-time cost recoveries from
FEMA for the Soberanes Fire. Cost recoveries of $256,447 included $200,000 from the settlement for
the permitting software.

GOVERNMENT-WIDE FINANCIAL ANALYSIS (Continued)

Expenses for the year totaled $11 million, an increase of about $1.7 million as compared to the previous
year. Contributing factors for the change include several new state grant programs.

Administration Division expenses were down in total by about $121,000 primarily due to legal expenses
not incurred from lawsuits. Engineering and Compliance Divisions’ expenses were less than the previous
year by about $109,000, primarily due to lower salaries and benefits as a result of retirements.

Air Monitoring expenses were $49,000 lower than the previous year primarily due to allocations of
depreciation expenses. Planning Division expenses were higher by about $2,027,000, primarily due to
an increase in Moyer grant program expenditures plus the new grant program expenditures for CAPP
and FARMER.

AB 2766 grants and electric vehicle rebates totaled approximately $1.8 million as compared to $673,000
in FY 2017-18. AB 923 grant reimbursements were about $37,000 as compared to $797,921 in FY 2017-
18 due to larger projects not completing before the end of the fiscal year. For the Carl Moyer grant
program, grant reimbursements increased by about $6,170 as compared to the prior year. Grant
program expenditures fluctuate from year to year due to the timing of the completion of grant projects.

Overall, the District’s net position increased by $1.7 million bringing the net position to $15.3 million as
of June 30, 2019.

CAPITAL ASSETS AND DEBT ADMINISTRATION

Capital Assets

The book value of the District’s investment in capital assets was $3,056,000 (net of accumulated
depreciation of $4.9 million) as of June 30, 2019. This investment in capital assets includes land,
buildings, laboratory equipment, air monitoring stations, computer and office equipment, and vehicles.

In FY 2018-19, there was a $88,000 net decrease in capital assets consisting of:

Capital purchases S 165,000
Assets retired (78,000)
Depreciation, net of retired assets (175,000)

Total S (88,000)

Capital purchases for the year included $80,000 for the final 3rd floor building remodel project, $46,000
for building lighting improvements, and $23,000 for new server for finance and document management
software, and $62,000 for vehicle replacement for compliance and air monitoring. The 3" floor building
remodel project was the second phase of the improvements to workstations, restrooms and lighting
that began with the 2" floor remodel project in FY 2015-16.

Additional information regarding the capital assets can be found in Note 3 in the “Notes to Basic
Financial Statements,” pages 36 - 37.



CAPITAL ASSETS AND DEBT ADMINISTRATION (Continued)

Long Term Liabilities

At June 30, 2019, the District had total long term liabilities of $8,217,000, consisting of Pension Liability,
Compensated Absences (accrued leave) and Other Post-Employment Benefits (OPEB) liabilities.

The District’s net pension liability decreased by $124,000 to $7,254,000. OPEB liabilities increased by
about $62,000, net of a $100,000 deposit to the District’s Other Post-Employment Benefits (OPEB)
trust account to fund future health benefits for retirees. The OPEB liability reflects the District’s second
year of implementing GASB 75 (“Accounting and Financial Reporting for Postemployment Benefits
Other Than Pension”) which is intended to improve accounting and financial reporting by state and
local governments for postemployment benefits other than pensions. The District’s other liability,
Compensated Absences, decreased by $38,000.

Details of the long term liability balances are found on pages 37-45, Note 4, 6, and 7 of the “Notes to
Basic Financial Statements.”

FINANCIAL ANALYSIS OF THE GOVERNMENT FUNDS

The focus of the District’s governmental fund is to provide information on near-term inflows, outflows,
and balances of spendable resources. Such information is useful in assessing the District’s financing
requirements.

The General Fund balance at June 30, 2019 was $19,984,000, an increase of approximately $1,774,000
from the prior year. The increase was primarily due to the net of the following factors:

e Increase to the General Fund of approximately $412,000 as compared to a budgeted deficit of
$324,000. Overall revenues exceeded budget by about $396,000 with the largest positive
variances in cost recovery, Title V and Asbestos fees and EPA grants. The largest negative budget
variance for revenues was the $40,000 in State funded Community Air Protection program
funding. This variance resulted from a timing issue, as the funds were received after the fiscal
year end. Expenditures were about $415,000 under budget primarily due positive variances for
fixed assets and professional services. Significant expenditures included: a) $165,000 in fixed
assets expenditures, b) $281,000 in professional services and $58,000 in legal expenses, c)
$100,000 for a deposit to the District’s OPEB liability trust account.

e The AB2766 Grant program funds paid out of approximately $1,367,000 of grant project
reimbursements and $400,000 for electric vehicle incentives. DMV $4.00 fees received from the
State totaled $2,751,000, an increase of approximately $65,000 over the previous year. Other
expenditures were about $167,000 under budget.

e Increase tothe AB923 Grant program funds of approximately $329,000. DMV $2.00 fees received
from the State totaled $1,376,000, an increase of approximately $33,000 over the previous year.
AB923 grant expenditures were about $1,147,000 as compared to budget of $3.3 million due to
timing of grant project reimbursements. About $37,000 was spent of the $700,000 set aside for
the District’s electric vehicle infrastructure program which is intended to increase the number of
charging stations in the Monterey, Santa Cruz, and San Benito counties. This variance is due to a
timing issue as the projects are still in progress.

e Increase to the Moyer Grant program funds of approximately $622,000 due to additional state
funding. Funds received for grant projects and administrative expenses totaled approximately
$1,708,000 as compared to budget of $1,127,000. Grant expenditures were about $1.1 million.

e Increase to the General Grant fund of $30,000. Revenues from offsite mitigation fees for the



East Garrison Specific Plan Project in Marina (Monterey County) totaled $282,000. Grant
expenditures of $252,000 were made for agricultural pump replacement and purchasing low
emission school buses.

e The new Funding Agricultural Replacement Measures for Emission Reduction (FARMER) Grant
received funds of fund of $1.1 mil. Grant expenditures of $530,000 were made for replacement
of agricultural harvesting equipment, heavy-duty trucks, agricultural pump engines, tractors, and
other equipment used in agricultural operations to help reduce criteria, toxic and greenhouse
gas emissions.

e The new Community Air Protection Program (CAPP) Grant from The California Air Resources
Board received $655,000. There were no expenditures for grants this fiscal year. Grant monies
will used to reduce emissions in disadvantaged and low income communities. Grant will include
new electric buses, infrastructure, small fleets.

BUDGETARY HIGHLIGHTS
Revenues

The actual revenues total of $13.2 million compared to a final budget of $12.8 million. The categories
with the largest favorable budget variances were:

Carl Moyer grant program revenues, about $599,000 higher than budget
Permit fees, about $50,000 higher than budget

Federal and State Grants were $67,000 higher than budget

Cost recoveries, about $103,000 higher than budget

Interest income, about $190,000 higher than budget

The categories with the largest unfavorable budget variances included:

DMV Surcharges, about $52,000 lower than budget

Off-site mitigation fees, about $25,000 lower than budget

Other Grant Revenues (CEC grant), about $28,000 lower than budget
Civil Penalties were about $25,000 lower than budget

Expenditures

Actual expenditures for the year totaled $11.1 million as compared to a budget of $17.1 million. The
primary reason for the significant budget variance is a timing difference for grant expenditures. The
grants expenditures budget is based on the maximum amount to be reimbursed for all outstanding grant
commitments. For example, $2.8 million was budgeted for AB2766 expenditures for new grants and
unspent grants carried forward from previous years. Out of this total, actual payments to grantees
totaled about $1.3 million, resulting in a budget variance of $1.5 million. Similar timing issues existed for
the General Grant Fund with a budget of $1.1 million but we received additional funding of $632,000.
For the CAPP grant program, $655,00 was received but no grants were paid until after the end of the
fiscal year.

Other notable expenditure budget variances included a $208,000 positive variance for legal and
professional services, with the largest variances in the Planning Division due to the timing of expenses
related to the District’s electric vehicle infrastructure program budget. In addition, there was a $157,000
fixed assets budget assets positive variance primarily due to the building paint project moved into the
next fiscal year, and a $49,000 positive variance for salaries and benefits due to unfilled positions as a
result of retirements.



ECONOMIC FACTORS AND NEXT YEAR’S BUDGET AND RATES

The FY 2019-20 new budget was prepared with the assumption that operating revenues would be about
$333,000 more than the previous year, primarily due to additional funding for CARB’s Oil and Gas grant
of $60,000, CAPP AB617 funding of $95,000, Prescribed Burn grant of $33,000, increase to permit fees
by 4.5% for most fee categories, except for the Gas Dispensing facilties had no increase. Asbestos permit
fees were also increased by 10%

The operating budget includes new State revenues of approximately $361,000 for administrative
expenses for the CAPP and FARMER grants. In addition, the budget includes the second year of the
California Energy Commission grant at $35,000 in revenues with an offsetting expense for professional
services. The budget assumes a staffing level of 32 employees. Salaries and benefit costs are budgeted
at $4.8 million which is an increase of about $87,000 primarily due to higher pension costs and wage
increases. Fixed asset purchases of $562,000 are projected, consisting of $225,000 for data base
permitting program, $210,000 for building and air monitoring station improvements, $30,000 for VOC
monitoring equipment, $67,000 for vehicle replacements, $30,000 for document management scanning
software.

In FY 2019-20, the revised General Fund budget is projected to have a $(126,000) net deficit. The
projected budget deficit will be covered by the use of General Fund reserves, including the use of the
Other Post Employment Benefits (OPEB) liability reserve to make a $100,000 deposit to the District’s
OPEB trust. The OPEB reserve had a balance of $175,000 as of June 30, 2019.

For non-operating budget revenues (grant program revenues), the FY 2019-20 budget is higher than the
previous year budget by about by about $519,000. The new budget includes two new State funded grant
programs: the Community Air Protection Program (CAPP) and the Funding Agricultural Replacement
Measures for Emission Reductions (FARMER). The CAPP grant program is focused on reducing air
pollution in disadvantaged and low income areas. The FARMER grant program is intended to fund
agricultural equipment replacements to reduce emissions.

The District’s June 30, 2019 General Fund reserve balance was $6.6 million with $2.3 million designated
for special purposes and $3.8 million as unassigned. This level of reserves will help offset potential
revenue losses and/or increased expenditures. A portion of the reserves, $675,000, is designated to fund
trust accounts to reduce the District’s OPEB and pension obligations. Future financial challenges include
additional potential loss of permit fee revenues from major sources, possible decreases to EPA grant
funding, and increases to retirement and health benefit costs. To minimize the effect of these factors,
the District strives each year to make efficiency improvements to lower costs and seeks to maximize its
limited revenue sources to cover expenses.

REQUESTS FOR INFORMATION

This financial report is designed to provide a general overview of the District’s finances for all those with
an interest. Questions concerning any of the information provided in this report or requests for
additional financial information should be addressed to the Monterey Bay Air Resources District, Attn:
Administrative Services Manager, 24580 Silver Cloud Court, Monterey, California 93940 or via email at
rrosales@mbard.org.
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Monterey Bay Unified Air Pollution Control District
dba Monterey Bay Air Resources District

Statement of Net Position
June 30, 2019

ASSETS

Current assets:
Cash and investments
Receivables:
Account receivables, net
Interest receivables
DMV fees receivable
Other receivables

Prepaid expenses
Total current assets

Noncurrent assets:
Capital assets:
Non-depreciable

Depreciable, net

Total capital assets, net

Total noncurrent assets

Total assets

DEFERRED OUTFLOWS OF RESOURCES

Deferred outflows of resources - pension

Deferred outflows of resources - OPEB
Total deferred outflows of resources
LIABILITIES

Current liabilities:
Accounts payable and accrued liabilities
Unearned revenue

Compensated absences - due in one year
Total current liabilities

Noncurrent liabilities:
Compensated absences - due in more than one year
Net OPEB liability
Net pension liability

Total noncurrent liabilities
Total liabilities
DEFERRED INFLOWS OF RESOURCES

Deferred inflows of resources - pension

Deferred inflows of resources - OPEB
Total deferred inflows of resources
NET POSITION

Investment in capital assets
Restricted
Unrestricted

Net position

See accompanying Notes to Basic Financial Statements.
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$

20,323,864

477,783
116,833
722,589
206,804

9,832

21,857,705

294,133
2,762,478

3,056,611

3,056,611

24,914,316

2,035,863
183,003

2,218,866

729,463
1,214,683
163,536

2,107,682

190,329
1,348,796
7,253,692

8,792,817

10,900,499

937,322
25,633

962,955

3,056,611
13,178,399
(965,282)

$

15,269,728




Monterey Bay Unified Air Pollution Control District

dba Monterey Bay Air Resources District

Statement of Activities
For the year ended June 30, 2019

Net

(Expense) Revenue

and Changes
Program Revenues in Net Position
Operating
Charges for Grants and Governmental
Expenses Services Contributions Total Activities
Governmental activities
Administration $ 1,844,291 $ 143 $ 36,338 $ 36,481 $ (1,807,810)
Engineering/Compliance 2,582,580 3,937,014 671,492 4,608,506 2,025,926
Air monitoring 613,482 110,077 720,101 830,178 216,696
Planning and grants 5,943,060 - 1,769,498 1,769,498 (4,173,562)
Total governmental activities  $ 10,983,413 $ 4,047,234 $ 3,197,429 $ 7,244,663 (3,738,750)
General Revenues:
DMV surcharges 2,751,276
AB 923 1,375,638
City/County contribution 334,210
Investment Income 392,605
Other 603,305
Total general revenues 5,457,034
Change in net position 1,718,284
Net position - beginning of year 13,551,444
Net position - end of year $ 15,269,728

See accompanying Notes to Basic Financial Statements.
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Monterey Bay Unified Air Pollution Control District

dba Monterey Bay Air Resources District

Balance Sheet - General Fund
June 30, 2019

ASSETS

Cash and investments
Receivables:
Account receivables, net
Interest receivables
DMYV fees receivable
Other receivables

Prepaid items

Total assets

LIABILITIES AND FUND BALANCES

Liabilities:
Accounts payable
Accrued liabilities

Unearned revenue
Total liabilities

Fund Balances:
Nonspendable
Restricted:

AB2766

Moyer

AB923

General grants
Committed:

Economic uncertainty

Building and facilities

OPEB funding

Pension funding

Unassigned
Total fund balances

Total liabilities and fund balances

See accompanying Notes to Basic Financial Statements.
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General

20,323,864

477,783
116,833
722,589
206,804

9,832

21,857,705

577,561
151,898
1,214,683

1,944,142

28,870

5,645,476
1,069,578
5,251,948
1,211,397

1,604,750
100,000
175,000
500,000

4,326,544

19,913,563

21,857,705




Monterey Bay Unified Air Pollution Control District

dba Monterey Bay Air Resources District
Reconciliation of the Balance Sheet of Governmental Funds to the Statement of Net Position
For the year ended June 30, 2019

Fund Balances of General Funds $ 19,913,563

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

Capital assets used in governmental activities are not financial resources and therefore are not
reported in the funds. 3,056,611

Employer contributions for pension and OPEB paid after the measurement date and prior to the
reporting date were recorded as expenditures in the governmental funds. However, in the
Government-Wide Financial Statement these contributions are deferred. 840,438

In the Government-Wide Financial Statements, certain differences between actuarial amounts and
actual results for pension and OPEB are deferred and amortized over a period of time, however
these differences do not impact the Governmental Funds Balance Sheet:

Deferred outflows of resources - pension 1,378,424
Deferred inflows of resources - pension (937,322)
Deferred inflows of resources - OPEB (25,633)

Long-term liabilities are not due and payable in the current period and therefore they are not
reported in the funds.

Compensated absences - due within one year (163,536)
Compensated absences - due in more than one year (190,329)
Net OPEB obligation (1,348,796)
Net pension liability (7,253,692)
Net Position of Governmental Activities $ 15,269,728

See accompanying Notes to Basic Financial Statements.
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Monterey Bay Unified Air Pollution Control District

dba Monterey Bay Air Resources District
Statement of Revenues, Expenditures and Changes in Fund Balances
For the year ended June 30, 2019

General
REVENUES:
DMV surcharges 4,126,914
Grants 2,754,950
Licences and permits 3,155,503
Fines and fees 525,065
Investment earnings 392,606
Other revenues 1,746,664
Total revenues 12,701,702
EXPENDITURES:
Current
Administration 1,726,873
Engineering/Compliance 2,535,424
Air monitoring 615,476
Planning and grants 5,966,852
Capital outlay 153,953
Total expenditures 10,998,578
Net change in fund balances 1,703,124
FUND BALANCES:
Beginning of year 18,210,439
End of year 19,913,563

See accompanying Notes to Basic Financial Statements.
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Monterey Bay Unified Air Pollution Control District

dba Monterey Bay Air Resources District

Reconciliation of the Statement of Revenues, Expenditures and Changes in Fund
Balances of Governmental Funds to the Statement of Activities

For the year ended June 30, 2019

Net Change in Fund Balances $
Amounts reported for governmental activities in the Statement of Activities are different because:

Governmental funds report capital outlay as expenditures. In the statement of activities,
however, the cost of those assets is allocated over their estimated useful lives as depreciation
expense. In the current period these amounts are:

Capital outlay

Other capitalized expenditures
Current year depreciation
Loss on disposal of asset

Employer contributions for pension paid after the measurement date and prior to the
reporting date were recorded as expenditures in the governmental funds. However, in the
Government-Wide Financial Statement these contributions are deferred.

Pension expense is recorded as incurred in the Government-Wide Statement of Activities,
however pension expense is not recognized in the governmental funds.

OPEB expense is recorded as incurred in the Government-Wide Statement of Activities,
however pension expense is not recognized in the governmental funds.

Some expenses reported in the Statement of Activities do not require the use of current
financial resources and therefore are not reported as expenditures in Governmental Funds. In
the current period these amounts are:

Compensated absences

1,703,124

153,953
11,175
(226,504)
(26,320)

840,438

(648,448)

(127,585)

38,451

Change in Net Position of Governmental Activities $

1,718,284

See accompanying Notes to Basic Financial Statements.
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FIDUCIARY FUND FINANCIAL STATEMENTS

OPEB Trust Fund

Retirement Employees Health Care Plan Fund accounts for contributions made to the District's
established IRC section 115 irrevocable trust fund with PARS (Public Agency Retirement Services)
created as part of the District's OPEB (other post employment benefits) funding policy.
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Monterey Bay Unified Air Pollution Control District

dba Monterey Bay Air Resources District

Statement of Fiduciary Net Position
Fiduciary Fund - OPEB Trust Fund

June 30, 2019
Retired Employees
Health Care
Plan
ASSETS

Investments at fair value:
U.S. Bank Public Agencies Retirement Services Pool $ 825,368
Total assets 825,368

NET POSITION

Held in trust restricted for other postemployment benefits 825,368
Total net position $ 825,368

See accompanying Notes to Basic Financial Statements.
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Monterey Bay Unified Air Pollution Control District

dba Monterey Bay Air Resources District
Statement of Changes in Fiduciary Net Position
Fiduciary Fund - OPEB Trust Fund

For the year ended June 30, 2019

Retired Employees
Health Care
Plan

ADDITIONS:

Contributions:

Employer 100,000

Investment Income:

Net appreciation in fair value of investments 44,143
Total additions 144,143

DEDUCTIONS:

Investment fees 2,172
Total Deductions 2,172
Change in net position 141,971

NET POSITION:

Beginning of year 683,397

End of year $ 825,368

See accompanying Notes to Basic Financial Statements.
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NOTES TO BASIC FINANCIAL STATEMENTS

27



Monterey Bay Unified Air Pollution Control District

dba Monterey Bay Air Resources District

Notes to Basic Financial Statements
For the year ended June 30, 2019

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

A. Description of Reporting Entity

The Monterey Bay Unified Air Pollution Control District (the District) was created in 1974, by a district
agreement between the Counties of Monterey, Santa Cruz and San Benito. The District shares
responsibility with the California Air Resources Board for ensuring that all state and federal air quality
standards are achieved and maintained within the North Central Coast Air Basin.

B. Basis of Presentation and Accounting/Measurement Focus

The basic financial statements include both government-wide and fund financial statements. The
government-wide financial statements (i.e., the statement of net position and the statement of activities)
report information on all of the activities of the District. Separate fund based financial statements are
provided for governmental funds. The District has no proprietary or fiduciary funds.

The government-wide focus is more on the sustainability of the District as an entity and the change in
aggregate financial position resulting from the activities of the fiscal period. The focus of the fund
financial statements is on the District's general Fund, its sole major governmental fund. Each
presentation provides valuable information that can be analyzed and compared to enhance the
usefulness of the information.

Measurement Focus and Basis of Accounting — The government-wide financial statements are reported
using the economic resources measurement focus and the accrual basis of accounting. Revenues are
recorded when earned and expenses are recorded when a liability is incurred, regardless of the timing
of related cash flows. Grants and similar items are recognized as revenue as soon as all eligibility
requirements have been met.

Governmental fund financial statements are reported using the current financial resources measurement
focus and the modified accrual basis of accounting. Revenues are recognized as soon as they are both
measurable and available. Revenues are considered to be available when they are collected within the
current period or soon enough thereafter to pay liabilities of the current period. For this purpose, the
District considers revenue to be available if they are collected within 60 days of year end of the current
fiscal period. Expenditures generally are recorded when a liability is incurred, as under accrual
accounting. However, debt service expenditures as well as expenditures related to compensated
absences and claims and judgments, are recognized only when payment is due. Capital asset
acquisitions are reported as expenditures in governmental funds. Proceeds of general long-term debt
are reported as other financing sources.

Fees, fines, charges for services, operating grants, and interest are recognized under the susceptible to

accrual concept. In applying the susceptible to accrual concept to intergovernmental revenues, the legal
and contractual requirements of the numerous individual programs are used as guidance.
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Monterey Bay Unified Air Pollution Control District

dba Monterey Bay Air Resources District

Notes to Basic Financial Statements
For the year ended June 30, 2019

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES, Continued

B. Basis of Accounting/Measurement Focus, Continued

There are, however, essentially two types of these revenues. In one, monies must be expended for the
specific purpose or project before any amounts will be paid to the District; therefore, revenues are
recognized based upon the expenditures recorded. In the other, monies are virtually unrestricted as to
purpose of expenditure and are usually revocable only for failure to comply with prescribed compliance
requirements. These resources are reflected as revenues at the time of receipt or earlier if the susceptible
to accrual criteria are met.

The District’s major governmental fund, the General Fund, accounts for the District’s primary services,
Administration, Engineering/Compliance, Air Monitoring and Planning and grants.

C. Cash and Investments

Pooled cash and investment accounts, which essentially operate as demand deposit accounts, are
maintained by the Monterey County Treasurer’s Office. Available cash balances are controlled and
invested by the County Treasurer in pooled investment funds in order to provide safety, liquidity and
high investment returns for all funds. Interest earnings from these funds are generally credited to the
District’s account on a quarterly basis. The investments are stated at the fair value, which equates cost.

The Monterey County Treasurer’s investment policy is in compliance with Section 53601 of the
Government Code of the State of California, which permits investments in certain securities and
participation in certain investment trading techniques or strategies.
The District also has cash held with a banking institution for accounts payable and payroll purposes.

D. Receivables and Deferred Inflows of Resources
Receivables are amounts due representing revenues earned or accrued in the current period.
Receivables which have not been remitted within 60 days subsequent to year end are offset by deferred
inflows of resources, and accordingly have not been recorded as revenue in the governmental fund.
All receivables that historically experience uncollectible accounts are shown net of an allowance for

doubtful accounts. The allowance is based on an assessment of the current status of individual accounts.
At June 30, 2019, the allowance was estimated to be $28,707.
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Monterey Bay Unified Air Pollution Control District

dba Monterey Bay Air Resources District

Notes to Basic Financial Statements
For the year ended June 30, 2019

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES, Continued
E. Capital Assets

Property, facilities and equipment purchased or acquired is carried at historical cost. Contributed fixed
assets are recorded at estimated fair market value at the time received. Capital assets are defined by the
District as assets with an initial, individual cost of more than $5,000 and an estimated useful life in
excess of one year. Capital assets are depreciated using the straight-line method over the following
estimated useful lives:

Buildings and improvements 15 - 20 Years
Office furniture and equipment 3 -5 Years
Shop, monitoring and lab equipment 5 -7 Years
Vehicles 5 Years

E. Deferred Outflows/Inflows of Resources

In addition to assets, the statement of net position will sometimes report a separate section for deferred
outflows of resources. This separate financial statement element, deferred outflows of resources,
represents a consumption of net position that applies to a future period(s) and so will not be recognized
as an outflow of resources (expense/expenditure) until then.

In addition to liabilities, the statement of net position will sometimes report a separate section for
deferred inflows of resources. This separate financial statement element, deferred inflows of resources,
represents an acquisition of net position that applies to a future period(s) and so will not be recognized
as an inflow of resources (revenue) until that time.

G. Compensated Absences

Unused annual leave may be accumulated up to 600 hours for management and unused vacation leave
may be accumulated up to 300 hours for other employees and is paid at the time of termination from
District employment. Unused sick leave may be accumulated and is only paid to employees upon
termination by death or retirement from the District through the Public Employees” Retirement System.
Eligible employees are paid an amount equal to the sick leave accrued, up to 1,500 hours, at thirty
percent of their hourly rate. Compensated absences are accrued when incurred in the government-wide
financial statements. A liability for these amounts is reported in governmental funds only if they have
matured, for example, as a result of employee resignations and retirements.

H. Long-Term Obligations

In the government-wide financial statements, long-term debt and other long-term obligations are
reported as liabilities in the applicable governmental activities.
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Monterey Bay Unified Air Pollution Control District

dba Monterey Bay Air Resources District
Notes to Basic Financial Statements
For the year ended June 30, 2019

1.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES, Continued

I. Pensions

J.

For purposes of measuring the net pension liability and deferred outflows/inflows of resources related
to pensions, and pension expense, information about the fiduciary net position of the District's
California Public Employees” Retirement System (CalPERS) plan and additions to/deductions from the
Plan’s fiduciary net position have been determined on the same basis as they are reported by CalPERS.
For this purpose, benefit payments (including refunds of employee contributions) are recognized when
due and payable in accordance with the benefit terms. Investments are reported at fair value. For this
report, the following timeframes are used:

Valuation Date June 30, 2017
Measurement Date June 30, 2018
Measurement Period July 1, 2017 to June 30, 2018

Other Postemployment Benefits (OPEB)

For purposes of measuring the net OPEB liability, deferred outflows of resources and deferred inflows
of resources related to OPEB, and OPEB expense, information about the fiduciary net position of the
Authority’s plan (OPEB Plan) and additions to/deductions from the OPEB Plan’s fiduciary net position
have been determined on the same basis. For this purpose, benefit payments are recognized when
currently due and payable in accordance with the benefit terms. Investments are reported at fair value.
Generally accepted accounting principles require that the reported results must pertain to liability and
asset information within certain defined timeframes. For this report, the following timeframes are used:

Valuation Date July 1, 2017
Measurement Date June 30, 2018
Measurement Period July 1, 2017 to June 30, 2018

Net Position

The Statement of Net Position presents the District’s assets and liabilities, with the difference reported
as net position. Net position is reported in three categories.

Net investment in capital assets consists of capital assets, net of accumulated depreciation and reduced
by outstanding balances for bonds, notes and other debt attributable to the acquisition, construction,
or improvement of those assets.

Restricted results when constraints placed on net position use is either externally imposed or
imposed by law through constitutional provisions or enabling legislation.

Unrestricted consists of net position not meeting the definition of the two preceding categories.

Unrestricted net position often has constraints on resources imposed by management which can be
removed or modified.
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Monterey Bay Unified Air Pollution Control District

dba Monterey Bay Air Resources District

Notes to Basic Financial Statements
For the year ended June 30, 2019

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES, Continued
L. Fund Balances

Fund balance classifications are based primarily on the extent to which the District is bound to honor
constraints on the use of the resources reported in each governmental fund.

In the Fund financial statements, fund balance consists of non-spendable fund balances, which includes
amounts that cannot be spent because they are not in spendable form, or they are legally or
contractually required to be maintained intact. Restricted fund balances are amounts restricted to
specific purposes. Committed fund balances are amounts that can only be used for specific purposes as
pursuant to official action by the Board prior to the end of the reporting period. Unassigned fund
balances represent fund balances that have not been assigned to other funds and have not been
restricted or committed to specific purposes within the general fund.

When restricted and other fund balance resources are available for use, it is the District’s policy to use
restricted resources first, followed by committed and unassigned amounts, respectively.

M. Use of Estimates

The preparation of 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
amounts reported. Actual results could differ from those estimates.

N. New Pronouncements

In 2019, the District adopted new accounting standards in order to conform to the following
Governmental Accounting Standards Board Statements:

> GASB Statement No. 83, Certain Asset Retirement Obligations - The objective of this statement is to
addresses accounting and financial reporting for certain asset retirement obligations (AROs). An
ARO is a legally enforceable liability associated with the retirement of a tangible capital asset. A
government that has legal obligations to perform future asset retirement activities related to its
tangible capital assets should recognize a liability based on the guidance in this Statement. The
requirements of this statement did not apply to the District for the current fiscal year.

> GAGSB Statement No. 88, Certain Disclosures Related to Debt, including Direct Borrowings and Direct
Placements — The objective of this statement is to improve the information that is disclosed in
notes to government financial statements related to debt, including direct borrowings and direct
placements. It also clarifies which liabilities governments should include when disclosing
information related to debt. The requirements of this statement did not apply to the District for
the current fiscal year.
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Monterey Bay Unified Air Pollution Control District

dba Monterey Bay Air Resources District

Notes to Basic Financial Statements
For the year ended June 30, 2019

2. CASH AND INVESTMENTS

The District maintains cash and investments as summarized below:

Cash on hand $ 500
Deposits with financial institutions 456,043
Total Cash 456,543
Investment

Investment with Monterey County Investment Pool 19,867,321
Total District Cash and Investments $ 20,323,864

Investments held in trust for
other postemployment benefits $ 825,368

A. Cash with Banking Institutions

The carrying amount of the District's cash deposit with financial institutions was $456,043. Bank
balances before reconciling items were a positive amount of $603,346 at June 30, 2019. The District has
waived the collateral requirements for cash deposits, which are fully insured up to $250,000 by the
Federal Deposit Insurance Corporation. The remaining amount was collateralized with securities held
by the pledging financial institutions in the District’s name.

The California Government Code (Code) requires California banks and savings and loan associates to
secure the District’s cash deposit by pledging securities as collateral. The Code states that the collateral
pledged in this manner shall have the effect of perfecting a security interest in such collateral superior to
those of a general creditor. Thus, collateral for cash deposits is considered to be held in the District’s
name.

The market value of pledged securities must equal at least 110% of the District's cash deposits.
California law allows institutions to secure District deposits by pledging first trust deed mortgage notes
having a value of 140% of the District’s total cash deposits.

B. Investment with Monterey County Investment Pool

$19,867,321 at June 30, 2019 is part of the common investment pool of the Monterey County Investment
Pool. It is the policy of the Treasurer-Tax Collector of Monterey County to invest public funds in a
manner which provides for the safety of the funds on deposit, the cash flow demands, or liquidity needs
of the treasury pool participants, and the highest possible yield after first considering the first two
objectives of safety and liquidity. In addition, it is the Treasurer-Tax Collectors’ policy to invest all funds
in strict conformance with all state statutes governing the investment of public monies.
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Monterey Bay Unified Air Pollution Control District

dba Monterey Bay Air Resources District

Notes to Basic Financial Statements
For the year ended June 30, 2019

2. CASH AND INVESTMENTS, Continued
B. Investment with Monterey County Investment Pool, Continued

Investments are measured at fair value on a recurring basis. Recurring fair value measurements, are
those that Governmental Accounting Standards Board (GASB) Statements require or permit in the
statement of net position at the end of each reporting period. Fair value measurements are categorized
based on the valuation inputs used to measure an asset’s fair value: Level 1 inputs are quoted prices in
active markets for identical assets; Level 2 inputs are significant other observable inputs; Level 3 inputs
are significant unobservable inputs. The District’s investments in the County pool are not subject to
levelling.

C. Investments held in Trust for Other Postemployment Benefits

The District established an irrevocable Section 115 OPEB Trust with Public Agency Retirement Services
(PARS). As of June 30, 2018, the trust had a balance of $825,368. PARS’ policy for allocation of invested
assets is established and may be amended by the PARS Board of Trustees through a majority vote. It is
the policy of the Board to pursue an investment strategy that reduces risk through prudent
diversification of the portfolio across a broad selection of specific asset classes. The investment policy
has a long-term focus. It discourages both major shifts of asset class allocations over a short time span,
and except for liquidity purposes, the use of cash equivalents. The following was the PARS" Board’s
adopted asset allocation policy as of June 30, 2019:

Target
Asset Class Allocation
Global Equity 30.00%
Global Fixed Income 65.00%
Liquidity 5.00%
Total 100%

PARS held no investments in any one organization that represented 5% or more of fiduciary net
position.

Rate of return: For the year ended June 30, 2019, the annual money-weighted rate of return on
investments, net of investment expenses, was 6.09%. The money-weighted rate of return expresses
investment performance, net of investment expense, adjusted for the changing amounts actually
invested.
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Monterey Bay Unified Air Pollution Control District

dba Monterey Bay Air Resources District
Notes to Basic Financial Statements
For the year ended June 30, 2019

3. CAPITAL ASSETS

Capital asset activity for the year ended June 30, 2019 was as follows:

Balance Balance
June 30, 2018 Increases Decreases Reclassifications June 30, 2019
Non-depreciable assets:
Construction in progress $ 1,066,926 $ 68,238 $ - $ (1,112,738) $ 22,426
Land 271,707 - - - 271,707
Total non-depreciable assets 1,338,633 68,238 - (1,112,738) 294,133
Depreciable assets:
Buildings and improvements 4,924,064 13,100 - 1,112,738 6,049,902
Office furniture and equipment 580,163 22,636 (11,175) - 591,624
Equipment 509,523 - (18,888) - 490,635
Vehicle 494,654 61,154 (48,166) - 507,642
Total depreciable assets 6,508,404 96,890 (78,229) 1,112,738 7,639,803
Less accumulated depreciation: 1,209,628
Buildings and improvements 3,578,662 131,088 - - 3,709,750
Office furniture and equipment 328,350 42,187 - - 370,537
Equipment 431,001 7,211 (6,152) - 432,060
Vehicle 364,717 46,018 (45,757) - 364,978
Total accumulated depreciation 4,702,730 226,504 (51,909) - 4,877,325
Total depreciable assets, net 1,805,674 (129,614) (26,320) 1,112,738 2,762,478
Total capital assets $ 3,144,307 $ (61,376) $ (26,320) $ - % 3,056,611

Depreciation expense was charged to functions/programs of the primary government as follows:

Administration
Engineering and Compliance
Planning/ Air Monitoring

Total depreciation expense
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Monterey Bay Unified Air Pollution Control District

dba Monterey Bay Air Resources District

Notes to Basic Financial Statements
For the year ended June 30, 2019

4. LONG-TERM LIABILITIES

Long-term liability balances and transactions for the year ended June 30, 2019 are as follows:

Due More
Balance Due Within Than
June 30, 2018 Additions Reductions June 30, 2019 One Year One Year
Other Liabilities
Compensated absences $ 392,316  $ 67963 $  (106414) $ 353865 $ 163,536  $ 190,329
Total $ 392316 $ 67,963 $ (106,414) % 353,865 % 163,536  $ 190,329

5. DEFERRED COMPENSATION PLAN

The District offers a deferred compensation plan for its eligible employees wherein amounts earned by
the employee are paid at a future date. All full-time, regular, salaried employees are permitted to
participate in the Plan beginning on the first day of the month following their hire date. The employee
may elect to make contributions up to the limits established by the Internal Revenue Service for this
type of plan. The employees become 100% vested in their own contributions from the first date of
participation.

The Plan was originally established in conformity with Section 457 of the Internal Revenue Code which
prevented governments from placing plan assets in a trust for the benefit of participants. Consequently,
the participating employees’ assets were potentially at risk of loss by claims of the District’s general
creditors. In 1996, Congress amended Section 457 by requiring governments to place plan assets in a
trust for the exclusive benefit of participants and their beneficiaries thus protecting the Plan assets from
the District’s general creditors.

The District has complied with the amended Section 457 requirements. Governmental Accounting
Standards Board Statement (GASB) No. 32 states that if a fiduciary relationship no longer exists between
the governmental entity and the Section 457 deferred compensation plan, the governmental entity
should not report the assets of the plan in its financial statements.

The District believes that, since it does not provide investment advice or administer the Plan, it does not

maintain a fiduciary relationship with the plan. Therefore, the District does not report the Plan assets in
its financial statements.
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Monterey Bay Unified Air Pollution Control District

dba Monterey Bay Air Resources District

Notes to Basic Financial Statements
For the year ended June 30, 2019

6. PENSION PLAN
General Information about the Pension Plan
A. Plan Description

All qualified permanent and probationary employees are eligible to participate in the Public Agency
Cost-Sharing Multiple-Employer Defined Benefit Pension Plans (Plan) administered by the California
Public Employees” Retirement System (CalPERS). The Plan consists of individual rate plans (benefit
tiers) within a safety risk pool (police and fire) and a miscellaneous risk pool (all other). Plan assets may
be used to pay benefits for any employer rate plan of the safety and miscellaneous pools. Accordingly,
rate plans within the safety or miscellaneous pools are not separate plans under GASB Statement No.
68. Individual employers may sponsor more than one rate plan in the miscellaneous or safety risk pools.
The District sponsors two miscellaneous rate plans. Benefit provisions under the Plan are established by
State statute and District resolution. CalPERS issues publicly available reports that include a full
description of the pension plan regarding benefit provisions, assumptions and membership information
that can be found on the CalPERS website.

B. Benefits Provided

CalPERS provides service retirement and disability benefits, annual cost of living adjustments and
death benefits to plan members, who must be public employees and beneficiaries. Benefits are based on
years of credited service, equal to one year of full time employment. Members with five years of total
service are eligible to retire at age 50 with statutorily reduced benefits. All members are eligible for non-
duty disability benefits after 10 years of service. The death benefit is one of the following: the Basic
Death Benefit, the 1957 Survivor Benefit, or the Optional Settlement 2W Death Benefit. The cost of living
adjustments for each rate plan are applied as specified by the Public Employees” Retirement Law.

The rate plan provisions and benefits in effect at June 30, 2019, are summarized as follows:

Miscellaneous
Hire Date Prior to January 1, 2013 On or after January 1, 2013
Benefit vesting schedule 5 years service 5 years service
Benefit payment Monthly for life Monthly for life
Retirement age 50-55 52-67
Monthly benefits, as a % of annual salary 2% t02.7% 1% to 2.5%
Required employee contribution rates 7.000% 6.250%
Required employer contribution rates 9.409% 6.842%
Required unfunded liability payment $ 377,700 $ 352
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Monterey Bay Unified Air Pollution Control District

dba Monterey Bay Air Resources District

Notes to Basic Financial Statements
For the year ended June 30, 2019

6. PENSION PLAN, Continued
B. Benefits Provided, Continued

Section 20814(c) of the California Public Employees” Retirement Law requires that the employer
contribution rates for all public employers be determined on an annual basis by the actuary and shall be
effective on the July 1 following notice of a change in the rate. Funding contributions for the Plan is
determined annually on an actuarial basis as of June 30 by CalPERS. The actuarially determined rate is
the estimated amount necessary to finance the costs of benefits earned by employees during the year,
with an additional amount to finance any unfunded accrued liability. The District is required to
contribute the difference between the actuarially determined rate and the contribution rate of
employees.

C. Contributions
The District’s contributions to the Plan for the measurement period ended June 30, 2018 were $541,440.
D. Pension Liabilities, Pension Expenses and Deferred Outflows/Inflows of Resources Related to Pensions

As of June 30, 2019, the District reported net pension liability for its proportionate share of the net
pension liability of the Plan was $7,253,692.

The District’s net pension liability for the Plan is measured as the proportionate share of the net pension
liability. The net pension liability of the Plan is measured as of June 30, 2018, and the total pension
liability for the Plan used to calculate the net pension liability was determined by actuarial valuations as
of June 30, 2017 rolled forward to June 30, 2018 using standard update procedures. The District’'s
proportionate share of the net pension liability was based on the District’s plan liability and asset-
related information where available, and proportional allocations of plan amounts as of the valuation
date where not available. The District’s proportionate share of the net pension liability for the Plan as of
measurement dates June 30, 2017 and 2018 were as follows:

Proportion - June 30, 2017 0.07440%
Proportion - June 30, 2018 0.07527%
Change - Increase (Decrease) 0.00087%
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6. PENSION PLAN, Continued

D. Pension Liabilities, Pension Expenses and Deferred Outflows/Inflows of Resources Related to
Pensions, Continued

For the year ended June 30, 2019, the District recognized pension expense of $648,448. Pension expense
is allocated to the functions based on full time equivalents. At June 30, 2019, the District reported
deferred outflows of resources and deferred inflows of resources related to pensions from the following
sources:

Deferred Outflows of  Deferred Inflows of

Resources Resources
Pension contributions subsequent to
measurement date $ 657,439 $ -
Differences between expected and actual
experience 278,311 94,708
Changes of assumptions 826,942 202,668
Changes in employer's proportion 237,311 40,553
Differences between the employer's
contribution and the employer's proportionate
share of contributions - 599,393
Net differences between projected and actual
earnings on plan investments 35,860 -
Total $ 2,035,863  $ 937,322

$657,439 reported as deferred outflows of resources related to contributions subsequent to the
measurement date will be recognized as a reduction of the net pension liability in the year ended June
30, 2020. Other amounts reported as deferred outflows of resources and deferred inflows of resources
related to pensions will be recognized as pension expense as follows:

Year

Ending June 30:
2020 507,908
2021 253,299
2022 (254,861)
2023 (65,244)
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6. PENSION PLAN, Continued

E. Actuarial Assumptions

The total pension liabilities in the June 30, 2017 actuarial valuations were determined using the following

actuarial assumptions:

Miscellaneous

Valuation Date June 30, 2017
Measurement Date June 30, 2018
Actuarial Cost Method Entry-Age Normal Cost Method
Actuarial Assumptions:

Discount Rate 7.15%

Inflation 2.75%

Projected Salary Increase Varies by entry age and service

Investment Rate of Return 7.15%

Based on CalPERS specific Data,

Mortalit
oray using Society of Actuaries Scale BB

(1) Net of pension plan administrative expenses.

The underlying mortality assumptions and all other actuarial assumptions used in the June 30, 2017
valuation were based on the results of a January 2014 actuarial experience study for the period 1997 to

2011. Further details of the Experience Study can found on the CalPERS website.

F. Discount Rate

The discount rate used to measure the total pension liability was 7.15% for each Plan. To determine
whether the municipal bond rate should be used in the calculation of a discount rate for each plan,
CalPERS stress tested plans that would most likely result in a discount rate that would be different from
the actuarially assumed discount rate. Based on the testing, none of the tested plans run out of assets.
Therefore, the current 7.15 percent discount rate is adequate and the use of the municipal bond rate
calculation is not necessary. The long term expected discount rate of 7.15 percent will be applied to all
plans in the Public Employees Retirement Fund (PERF). The stress test results are presented in a

detailed report that can be obtained from the CalPERS website.
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6. PENSION PLAN, Continued
F. Discount Rate, Continued

The long-term expected rate of return on pension plan investments was determined using a building-
block method in which best-estimate ranges of expected future real rates of return (expected returns, net
of pension plan investment expense and inflation) are developed for each major asset class.

In determining the long-term expected rate of return, CalPERS took into account both short-term and
long-term market return expectations as well as the expected pension fund cash flows. Using historical
returns of all the funds” asset classes, expected compound returns were calculated over the short-term
(first 10 years) and the long-term (11-60 years) using a building-block approach. Using the expected
nominal returns for both short-term and long-term, the present value of benefits was calculated for each
fund. The expected rate of return was set by calculating the single equivalent expected return that
arrived at the same present value of benefits for cash flows as the one calculated using both short-term
and long-term returns. The expected rate of return was then set equivalent to the single equivalent rate
calculated above and rounded down to the nearest one quarter of one percent.

The table below reflects the long-term expected real rate of return by asset class. The rate of return was
calculated using the capital market assumptions applied to determine the discount rate and asset
allocation. These rates of return are net of administrative expenses.

New

Strategic Real Return Real Return

Asset Class Allocation Years1-10® Years 11+ ®
Global Equity 50.00% 4.80% 5.98%
Global Fixed Income 28.00% 1.00% 2.62%
Inflation Sensitive 0.00% 0.77 % 1.81%
Private Equity 8.00% 6.30% 7.23%
Real Estate 13.00% 3.75% 4.93%
Liquidity 1.00% 0.00% -0.92%

Total 100%

(@) An expected inflation of 2.00% used for this period.
(b) An expected inflation of 2.92% used for this period.
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6. PENSION PLAN, Continued

G.

Sensitivity of the Proportionate Share of the Net Pension Liability to Changes in the Discount Rate

The following presents the District’s proportionate share of the net pension liability for the Plan,
calculated using the discount rate for the Plan, as well as what the District’s proportionate share of the
net pension liability would be if it were calculated using a discount rate that is 1-percentage point lower

or 1-percentage point higher than the current rate:

1% Decrease - 6.15%
Net Pension Liability (Asset) $ 11,679,288

Current Discount Rate - 7.15%
Net Pension Liability (Asset) $ 7,253,692

1% Increase - 8.15%
Net Pension Liability (Asset) $ 3,600,435

Pension Plan Fiduciary Net Position

Detailed information about the plan fiduciary net position is available in the separately issued CalPERS
financial reports.

Payable to the Pension Plan

At June 30, 2019, the District reported a payable of $0 for outstanding amount of contributions to the
pension plan required for the year ended June 30, 2019.

POST EMPLOYMENT BENEFITS OTHER THAN PENSIONS (OPEB)
Plan Description

The District has contracted with the Public Employees Retirement System (PERS) under the PERS Care
Health Plan to provide benefits of the Meyers-Geddes State Employees” Medical and Hospital Care Act
per Government Code Section 22850. The Plan provides for continuation of medical insurance benefits
for certain retirees or annuitants and their dependents. The Plan can be amended by action of the
District Board on passing a Resolution. As of June 30, 2018, the Plan had 30 active members and 12
retirees.
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7. POST EMPLOYMENT BENEFITS OTHER THAN PENSIONS (OPEB), Continued
B. Employees Covered

Inactive employees or beneficiaries

12
currently receiving benefits
Inactive employees entitled to but not yet 0
receiving benefits
Active employees 30
Total 42

C. Contributions

The obligations of the plan members and the District are established by action of the District Board
pursuant to the passing of a Resolution. The Districts’ contribution for each retiree or annuitant is the
minimum amount provided under Government Code Section 22825 of the Public Employees Medical
and Hospital Care Act. The retiree is responsible for any premium costs in excess of the District’s
contribution. For the measurement period ended June 30, 2018, the District contributed $163,516. Plan
members receiving benefits contributed no amounts of the total premiums.

D. Net OPEB Liability

The District’s net OPEB liability was measured as of June 30, 2018 and the total OPEB liability used to
the calculate the net OPEB liability was determined by an actuarial valuation dated July 1, 2017, based
on the following actuarial methods and assumptions:

Valuation Date July 1, 2017
Measurement Date June 30, 2018
Actuarial Cost Method Entry-Age Normal Cost Method
Actuarial Assumptions:

Discount Rate 6.30%

Inflation 2.75%

Contribution Policy Contributes full ADC

Salary Increases 3.25%

Projected Salary Increase 3.00%

Investment Rate of Return 6.30%

Mortality CalPERS 1997-2015 Experience Study

Healthcare Trend 8.00% for 2018 decreasing to an ultimate rate of

5.00% for 2025 and later.
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7. POST EMPLOYMENT BENEFITS OTHER THAN PENSIONS (OPEB), Continued

D. Net OPEB Liability, Continued

The long-term expected rate of return on OPEB plan investments was determined using a building
block method in which expected future real rates of return (expected returns, net of OPEB plan
investment expense and inflation) are developed for each major asset class. These ranges are combined
to produce the long-term expected rate of return by weighting the expected future real rates of return by
the target asset allocation percentage and by adding expected inflation. The target allocation and best
estimates of arithmetic real rates of return for each major asset class are summarized in the table below:

Target Expected Real
Asset Class Allocation Rate of Return
Public Equity 60.00%
Large Cap Core 6.70%
Mid Cap Core 7.00%
Small Cap Core 7.90%
Real Estate 5.70%
International 7.30%
Emerging Markets 9.70%
Fixed Income 35.00%
Short Term Bond 3.80%
Intermediate Term Bond 4.60%
High Yield 6.00%
Cash 5.00% 2.10%
Assumed Long-Term Rate of Inflation 2.75%
Assumed Long-Term Investment Expenses n/a
Expected Long-Term Net Rate of Return 6.85%
Discount Rate* 6.30%

*The fiduciary net position is projected to be sufficient to make projected benefit payments, and

the plan assets are expected to be invested using the strategy to achieve the expected return.

E. Discount Rate

The discount rate used to measure the total OPEB liability was 6.30 percent. The projection of cash flows
used to determine the discount rate assumed that District contributions will be made at rates equal to
the actuarially determined contribution rates. Based on those assumptions, the OPEB plan’s fiduciary
net position was projected to be available to make all projected OPEB payments for current active and
inactive employees and beneficiaries. Therefore, the long-term expected rate of return on OPEB plan
investments was applied to all periods of projected benefit payments to determine the total OPEB
liability.
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7. POST EMPLOYMENT BENEFITS OTHER THAN PENSIONS (OPEB), Continued

F. Changes in the Net OPEB Liability

Increase (Decrease)

Total OPEB Plan Fiduciary Net OPEB
Liability Net Position Liability/ (Asset)

Balance at June 30, 2017 $ 1928144  § 541,363  $ 1,386,781
Changes in the year:
Service cost 50,094 - 50,094
Interest on the total OPEB liability 122,471 - 122,471
Differences between actual and
expected experience - - -
Changes in assumptions - - -
Changes in benefit terms - - -
Contribution - employer - 163,516 (163,516)
Contribution - employee - - -
Net investment income - 47,034 (47,034)
Benefit payments , including refunds of
employee contributions (68,516) (68,516) -
Net changes 104,049 142,034 (37,985)
Balance at June 30, 2018 $ 2,032,193 $ 683,397 $ 1,348,796

G. Sensitivity of the Net OPEB Liability to Changes in the Discount Rate

The following presents the net OPEB liability of the District if it were calculated using a discount rate
that is one percentage point lower or one percentage point higher than the current rate, for measurement
period ended June 30, 2018:

Current
1% Decrease Discount 1% Increase
(5.30%) (6.30%) (7.30%)
Net OPEB Liability $ 1,632,169 $ 1,348,796 $ 1,116,722
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7. POST EMPLOYMENT BENEFITS OTHER THAN PENSIONS (OPEB), Continued

H. Sensitivity of the Net OPEB Liability to Changes in the Health Care Cost Trend Rate

The following presents the net OPEB liability of the District if it were calculated using health care cost
trend rates that are one percentage point lower or one percentage point higher than the current rate, for

measurement period ended June 30, 2018:

Current Healthcare

1% Decrease Trend Rate 1% Increase
(6.5% - 4.0%) (7.5% - 5.0%) (8.5% to 6%)
Net OPEB Liability $ 1,073,113 $ 1,348,796 $ 1,734,305

I. Recognition of Deferred Outflow and Deferred Inflows of Resources

Gains and losses related to changes in total OPEB liability and fiduciary net position are recognized in
OPEB expense systematically over time. Amounts are first recognized in OPEB expense for the year the
gain or loss occurs. The remaining amounts are categorized as deferred outflows and deferred inflows
of resources related to OPEB and are to be recognized in future OPEB expense. The recognition period
differs depending on the source of the gain or loss:

Net difference between projected
and actual earnings on OPEB plan

investments

All other amounts

5 years

Expected average remaining
service lifetime (EARSL)
(5.65 years at June 30, 2017)

For the fiscal year ended June 30, 2019, the District recognized OPEB expense of $127,585. For the fiscal
year ended June 30, 2019, the District reported deferred outflows of resources related to OPEB from the

following sources:

OPEB contributions subsequent to
measurement date

Net differences between projected
and actual earnings on plan
investments

Total

Deferred Outflows of Deferred Inflows of

Resources Resources
$ 183,003 $
- 25,633
$ 183,003 $ 25,633
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7. POST EMPLOYMENT BENEFITS OTHER THAN PENSIONS (OPEB), Continued

J.

8.

OPEB Expense and Deferred Outflows/(Inflows) of Resources Related to OPEB

$183,003 reported as deferred outflows of resources related to contributions subsequent to the
measurement date will be recognized as a reduction in the net OPEB liability in the year ending June 30,
2020. Other amounts reported as deferred inflows of resources related to OPEB will be recognized as
expense as follows:

Fiscal Year
Ending June 30:
2020 $ (7,882
2021 (7,882)
2022 (7,881)
2023 (1,988)

RISK FINANCING

The District is exposed to various risks of loss related to torts, thefts, damage or destruction of assets,
errors and omissions, injuries to workers, and natural disasters. The District covers its liability for
significant claims by purchasing property, liability, crime and workers” compensations insurance. These
risks are covered by a combination of participation in Public Property Insurance Program (PEPIP),
Special Liability Insurance Program (SLIP), Alliant Crime Insurance Program (ACIP), and Special
District Risk Management Authority (SDRMA). There have been no significant reductions in insurance
coverage in the current year. Settled claims from these risks have not exceeded commercial coverage for
the past three fiscal years.

SDRMA was formed under a joint powers agreement pursuant to California Government Code Section
6500 et seq. effective August 1, 1986 to provide general liability, comprehensive/collision liability and
property damage, and errors and omissions risk financing for the member districts. SDRMA is
administered by a Board of Directors, consisting of one member appointed by the California Special
Districts Association and five members elected by the participating districts.
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9. OPERATING LEASES

The District leases certain office equipment under noncancelable operating leases as follows: 1) A copy
machine lease expires in August 2021, the monthly lease is $349, total lease expense for the year ended
June 30, 2019 was $4,193; 2) A mail system lease expires August 2020, the monthly lease is $223 for the
first twelve months and $324 for the next thirty-six months, total lease expense for the year ended June
30, 2019 was $3,886.

Future minimum lease payments and sub-lease receipts under noncancelable operating leases are as

follows:
Year Ending Lease
30-Jun Payments
2020 $ 8,079
2021 5,164
2022 699
Total $ 13,942

10. COMMITMENTS AND CONTINGENCIES
The District may be subject to legal proceedings and claims which arise in the ordinary course of

business. In the opinion of management, the ultimate outcome of the claims and litigation, if any, will
not have a material adverse effect on the District’s financial position.
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1. BUDGETARY DATA

The District adopts an annual operating budget prepared on a modified accrual basis of accounting
consistent with accounting principles generally accepted in the United States of America (GAAP basis). By
State law, the District’s governing board must approve a tentative budget no later than July 1st and adopt a
final budget no later than September 15th of each year. A hearing must be conducted to hear public
comments prior to adoption.

The Air Pollution Control Officer is authorized to transfer budget appropriations between objects in
accordance with District policy. Each change shall be reported to the Board of Directors. Transfers between
funds must be approved by the Board of Directors.

These budgets are revised by the District’s governing board during the year to give consideration to
unanticipated revenues and expenditures.

A. Budgetary Comparison Schedule

The following are the budget comparison schedules for the General Fund and all major special revenue
funds.

Budgetary Comparison Schedule, General Fund

Variance with
Final Budget

Budgeted Amounts Actual Positive
Original Final Amounts (Negative)
REVENUES:
DMV surcharges $ 4,179,000 $ 4,179,000 $ 4,126,914 $ (52,086)
Grants - EPA,CEC, Moyer 3,192,162 3,513,964 2,754,950 (759,014)
Licenses and permits 3,091,300 3,091,300 3,155,503 64,203
Fines and fees 457,500 457,500 525,065 67,565
Investment earnings 203,000 203,000 392,606 189,606
Other revenue 1,267,100 1,670,367 1,746,664 76,297
Total revenues 12,390,062 13,115,131 12,701,702 (413,429)
EXPENDITURES:
Current:
Administration 1,913,395 2,010,695 1,726,873 283,822
Engineering/Compliance 2,654,259 2,655,759 2,535,424 120,335
Air Monitoring 636,366 637,066 615,476 21,590
Planning & Grants 10,000,055 11,349,480 5,966,852 5,382,628
Capital outlay 280,000 323,996 153,953 170,043
Total expenditures 15,484,075 16,976,996 10,998,578 5,978,418
Net change in fund balance $ (3,094,013) $ (3,861,865) 1,703,124 $ 5,564,989
FUND BALANCE:
Beginning of year 18,210,439
End of year $ 19,913,563
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2. SCHEDULE OF FUNDING PROGRESS OF OTHER POST EMPLOYMENT BENEFITS LAST TEN
YEARS*

Measurement Period 2018 2017

Total OPEB Liability
Service Cost $ 50,094 $ 48,517
Interest on the total OPEB liability 122,471 115,227

Changes in benefit terms - -
Differences between expected and actual experience - -
Changes of assumptions - -

Benefit paymens, including refunds of employee contributions (68,516) (32,161)
Net change in total OPEB liability 104,049 131,583
Total OPEB liability - beginning 1,928,144 1,796,561
Total OPEB liability - ending (a) $ 2,032,193 $ 1,928,144

Plan Fiduciary Net Position

Contributions - employer $ 163,516 $ 127,161
Contributions - employee - -

Net investment income 49,090 56,997
Benefit payments, including refunds of employee contributions (68,516) (32,161)

Administrative expense (2,056) -

Net change in plan fiduciary net position 142,034 151,997
Plan fiduciary net position - beginning 541,363 389,366
Plan fiduciary net position - ending (b) $ 683,397 $ 541,363
Net OPEB liability/(asset) - ending (a) - (b)  $ 1,348,796 $ 1,386,781

Plan fiduciary net position as a percentage of the total OPEB liability 34% 28%
Covered-employee payroll ~ $ 3,135,430 $ 3,100,000

Net OPEB liability as a percentage of covered-employee payroll 43.02% 44.73%
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3. SCHEDULE OF OPEB CONTRIBUTIONS LAST 10 YEARS*

2019 2018
Actuarially determined contribution $ 147,850 $ 144,718
Contribution in relation to the actuarially determined contributions (183,003) (163,516)
Contribution deficiency (excess) $ (35153) $ (18,798)
Covered-employee payroll $ 3,408,327 % 3,135,430
Contributions as a percentage of covered-employee payroll 5.37% 5.22%

* - Fiscal year 2018 was the 1st year of implementation

4. SCHEDULE OF INVESTMENT RETURNS - PARS OPEB TRUST PROGRAM LAST TEN YEARS*

Annual
Money-weighted
Rate of Return, Net
Year* of Investment Expenses
2017 9.38%
2018 7.16%
2019 6.09%

*Schedule is intended to show information for 10 years. Additional years will be displayed as they
become available.
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5. SCHEDULES OF PROPORTIONATE SHARE OF THE NET PENSION LIABILITY LAST 10 YEARS*

Fiscal year: 2019 2018 2017 2016 2015
Measurement date: 6/30/2018 6/30/2017 6/30/2016 6/30/2015 6/30/2014
Proportion of the net pension liability 0.07527% 0.07440% 0.07223% 0.06609% 0.07051%
Proportionate share of the net pension liability $ 7253692 $ 7377972 $ 6249868 $ 4536128 $ 4,387,756
Covered payroll $ 3055933 $ 3040605 $ 3,076,988 $ 3,103,566 $ 3,109,115
Proportionate share of the net pension liability as a

percentage of covered payroll 237% 243% 203% 146% 141%
Plan's share of fiduciary net position as a percentage

of total pension liability 75.26% 73.31% 74.06% 78.40% 79.82%

Notes to Schedule:

Benefit changes. The figures above do not include any liability impact that may have resulted from plan
changes which occurred after the June 30, 2017 valuation date. This applies for voluntary benefit changes as
well as any offers of two years additional service credit.

Changes in assumptions. The discount rate was changed from 7.5 percent (net of administrative expense)
to 7.65 percent to correct for an adjustment to exclude administrative expense in fiscal year 2016. In fiscal
year 2017, the discount rate was changed from 7.65 percent to 7.15 percent.

* Fiscal year 2015 was the 1st year of implementation.

6. SCHEDULE OF PENSION CONTRIBUTIONS LAST 10 YEARS*

2019 2018 2017 2016 2015

Contractually required contribution (actuarially determined) $ 657439 $ 541836 $§ 471,224 $ 440564 $ 496,951

Contribution in relation to the actuarially determined

contributions (657,439) (541,836) (471,224) (440,564) (496,951)
Contribution deficiency (excess) $ - 8 - $ -5 - 5 -
Covered payroll $ 3147611 $ 3,055933 $ 3,040,605 $ 3,076988 $ 3,103,566
Contributions as a percentage of covered payroll 20.89% 17.73% 15.50% 14.32% 16.01%
Note to Schedule

Valuation date: 6/30/2016 6/30/2015 6/30/2014 6/30/2013  6/30/2012

* - Fiscal year 2015 was the 1st year of implementation
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