SACRAMENTO METROPOLITAN AIR
QUALITY MANAGEMENT DISTRICT

SACRAMENTO, CALIFORNIA
COMPREHENSIVE ANNUAL FINANCIAL REPORT

FOR THE YEAR ENDED
JUNE 30, 2008

PREPARED BY:
FISCAL DIVISON



SACRAMENTO METROPOLITAN AIR QUALITY MANAGEMENT DISTRICT

TABLE OF CONTENTS

INTRODUCTORY SECTION
Letter of Transmittal
Governing Board
Organizational Chart
Certificate of Achievement for Excellence in Financial Reporting
FINANCIAL SECTION
Independent Auditor’s Report
Management’s Discussion and Analysis
Basic Financial Statements
Statement of Net Assets
Statement of Activities
Balance Sheet — Governmental Fund

Reconciliation of the Governmental Fund Balance
Sheet to the Statement of Net Assets

Statement of Revenues, Expenditures and Changes
in Fund Balance — Governmental Fund

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

Statement of Fund Net Assets — Proprietary Fund

Statement of Revenues, Expenditures and Changes
in Fund Balance — Proprietary Fund

Statement of Cash Flows — Proprietary Fund
Notes to the Financial Statements
REQUIRED SUPPLEMENTARY INFORMATION

Schedule of Revenues, Expenditures, and Changes in Fund Balances
Governmental Fund — Budget and Actual

SUPPLEMENTARY INFORMATION SECTION

Schedule of Expenditures of Federal Awards

PAGE

vil
viii

X

11
12

13

14

15

16

17

18
19

20

35

36



SACRAMENTO METROPOLITAN AIR QUALITY MANAGEMENT DISTRICT

TABLE OF CONTENTS

STATISTICAL SECTION

Statistical Section Index

Schedule 1 — Net Assets by Component — Last Seven Fiscal Years (accrual
basis of accounting)

Schedule 2 — Changes in Net Assets — Last Seven Fiscal Years — (accrual
basis of accounting)

Schedule 3 — Fund Balances of Government Funds — Last Ten Fiscal
Years — (modified accrual basis of accounting)

Schedule 4 — Changes in Fund Balances of Government Funds — Last Ten
Fiscal Years — (modified accrual basis of accounting)

Schedule 5 — Schedule of General Government Expenditures by Major Object
(Budgetary Basis) — Last Ten Fiscal Years

Schedule 6 — Schedule of General Government Expenditures by Functions
Last Seventeen Years

Schedule 7 — Schedule of General Government Revenues by Source — Last
Seventeen Years

Schedule 8 — Own Source Government Revenue Base — Last Ten Years
Schedule 9 — Demographic Information — Last Seventeen Years
Schedule 10 — Vehicle Registrations (Automobiles & Trucks) — Last Fifteen Years

Schedule 11 — District Staff Position List — Last Ten Year

37

38

39

40

41

42

43

44

45

46

47

48



SACRAMENTO METROPOLITAN

AIR QUALITY
MANAGEMENT DISTRICT Larry Greene
AIR POLLUTION CONTROL OFFICER

December 16, 2008

Chairman, Governing Board and Citizens
of the Sacramento Metropolitan Air Quality Management District

State law requires that local governments publish a complete set of audited financial
statements presented in conformity with generally accepted accounting principles
(GAAP) and audited in accordance with generally accepted auditing standards by a firm
of licensed certified public accountants. This report is published to fulfill that requirement
for the fiscal year ended June 30, 2008.

This report consists of management'’s representations concerning the finances of the
Sacramento Metropolitan Air Quality Management District (the District), Sacramento,
California. Management assumes full responsibility for the completeness and reliability
of all of the information presented in this report, based upon a comprehensive
framework of internal control that it has established for this purpose. Because the cost
of internal control should not exceed anticipated benefits, the objective is to provide
reasonable, rather than absolute, assurance that the financial statements are free of
any material misstatements. As management, we assert that, to the best of our
knowledge and belief, this financial report is complete and reliable in all material
respects.

The District’s financial statements have been audited by James Marta & Company,
Certified Public Accountants. The goal of the independent audit is to provide reasonable
assurance that the financial statements of the District for the fiscal year ended June 30,
2008 are free of material misstatements. The independent auditors concluded, based
upon the audit, that there was a reasonable basis for rendering an unqualified (clean)
opinion that the District financial statements for the fiscal year ended June 30, 2008 are
fairly presented in conformity with accounting principles generally accepted in the
United States. The independent auditor’s report is located at the front of the financial
section of this report.

The independent audit of the financial statements of the District was part of a broader,
federally mandated “Single Audit” designed to meet the special needs of Federal
grantor agencies. The standards governing Single Audit engagements require the
independent auditor to report not only on the fair presentation of the financial
statements, but also on the audited government’s internal controls and compliance with
legal requirements, with special emphasis on internal controls and legal requirements
involving the administration of Federal awards. These reports are included in the
Schedule of Expenditures of Federal Awards section.

777 12" Street, 3™ Floor * Sacramento, CA 95814-1908
916/874-4800 * 916/874-4899 fax
www.airquality.org
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Management’s Discussion and Analysis (MD&A) immediately follows the independent
auditor's report and provides a narrative introduction, overview, and analysis of the
basic financial statements. MD&A complements this letter of transmittal and should be
read in conjunction with it.

Profile of the Sacramento Metropolitan Air Quality Management District

The District began operation in July of 1996 as a local governmental agency established
under Health and Safety Code Sections 40960 et. seq. It is one of 35 local or regional
air quality districts in California. It is part of the Sacramento Federal Nonattainment
Area (SFNA), which is comprised of all of Sacramento and Yolo Counties, the eastern
portion of Solano County, the southern portion of Sutter County and the western slopes
of El Dorado and Placer Counties up to the Sierra crest and includes four other local air
districts.

The District Governing Board is composed of 14 members, including all five
Sacramento County Supervisors, four members of the Sacramento City Council, one
member representing each of the Cities of Citrus Heights, Elk Grove, Folsom and
Rancho Cordova, and cne member representing the cities of Galt and Isleton. The
Board appoints the agency’s Executive Officer and District Counsel.

In spite of a huge increase in population over the last two decades, the Sacramento
region’s air quality has continued to improve. Although we're still home to some of the
worst air quality in the nation, progress has been made even as standards have
tightened. The SFNA currently fails to attain the federal standard for ozone as well as
the more stringent California standard for ozone and particulate matter (PM10 and
PM2.5). The Air District also anticipates that the region will not meet the recently
amended federal PM2.5 standards.

A combination of poor atmospheric ventilation, a capping temperature inversion,
bordering mountains and sunny days act to enhance smog formation and effectively
trap poliutants in the Basin.

The Sacramento region has relatively few “smokestack” industries compared to the Bay
Area and Southern California. Even if we were to shut down all of these stationary
sources, it's unlikely that we could meet air quality standards, particularly the fougher
state standards.

Mobile sources include the cars and trucks we drive, delivery vehicles and big rigs. It
also includes “off-road” sources, such as construction and agricultural equipment.
These mobile sources contribute about two-thirds of our Volatile Organic Compounds
(VOC) and 90% of our Oxides of Nitragen (NOx) emissions, while stationary (industrial)
sources contribute about 14% of our VOC emissions and 8% of our NOx emissions.



State and federal regulations will help to reduce the impact of motor vehicle fuel and
engine emissions on our air quality in the future, but as growth in our region brings more
vehicles in, mobile sources will continue to be a major factor in our air quality problem.

The District is responsible for monitoring air poliution within the Basin and for
developing and administering programs to reduce air pollution levels below the health-
based standards established by the state and federal governments,

The annual budget serves as the foundation for the District’s financial planning and
control. The Governing Board is required to adopt an annual budget by July 1 of each
fiscal year. Budgets are adopted on a budgetary basis that includes encumbrances as
expenditures. All annual appropriations lapse at fiscal year end to the extent they have
not been expended or encumbered. Amendments to increase the budget must be
approved by the Governing Board.

The District maintains budgetary controls through both signature authority and
automated budget verification. The objective of these controls is {o ensure compliance
with the annual appropriated budget approved by the Governing Board. The District
maintains an accounting system of purchase requests and contracts at the fund level as
a means of accomplishing budgetary control.

Open requests and contracts are reported as a reservation of fund balance at the end of
the fiscal year. Purchase requests and contracts are reviewed to ensure that funds are
available and that requests are properly authorized prior to being released or executed.

The accounting principles applied in developing the budget differ from the amount
reported on the financial statements in conformity with generally accepted accounting
principles. Reconciliation of the differences is presented in the Required Supplementary
Information section of this report.

As reflected in the statements and schedules included in the financial section of this
report, the District continues to meet its responsibility for sound financial management.

Factors Affecting Financial Condition

The District does not receive property tax support. Approximately 26% of its funding is
derived from fees paid by stationary sources that emit air pollution; 27% from auto
registration fees collected by the Department of Motor Vehicles and distributed to air
districts throughout the state in support of motor vehicle emission reduction programs;
32% from federal and state grants and subventions, 10% from sales tax; and the
remainder from general revenues such as, lease revenue and interest earnings.

To meet its program commitments, despite increased workload complexity, the District
has successfully streamiined many of its operations, reducing the cost of its programs.



While the District does not recover its activity costs fully from fees, support in the form of
state subvention, federal grants, and other revenues offset much of the shortfall.

For fiscal year 2008-09, the employer contribution rates to our pension system will
decrease slightly due primarily to a smoothing of losses and gains introduced by
CalPers. The stock market downturn may cause District contributions in the CalPers
Retirement program io be increased over the next several years.

The current economic downturn has had some affect on the district funding stream.
Anticipated sales tax revenues from Measure A may decrease approximately 15% in FY
2008-2009. There is also uncertainty that funding streams from the State of California
will continue at the same level pending the outcome of the State budget for the current
fiscal year and the upcoming fiscal year.

To counter these potential negative impacts on the district funding stream, management
has initiated a five-year financial program that has evaluated the potential internal,
external and programmatic changes that can be implemented over the next fiscal year
and beyond. The potential changes range from simple internal cost cutting
enhancements to changes that will require state and federal legislative changes. All
ideas are currently being evaluated and a plan will be recommended as part of the
2009-2010 budget.

Long-term Financial Planning

The District has engaged the accounting firm of KPMG to conduct a fee study. The fee
study will determine if stationary source permit and fee revenue is sufficient to support
the related program activities. While the final fee study report is pending, preliminary
indications are that a stationary source fee increase is overdue and should be
presented to the Board with the 2009-2010 budget process. The current state and
national economic situation will make near-term increases difficult, but it is important
that a program be put in place looking out several years.

Relevant Financial Policies

Cash Management

The County of Sacramento provides treasury management services to the District. Cash
resources of the individual District funds are invested as part of Sacramento County's
Pooled Investment Portfolio. Investments are consistent with state adopted investment
policy, with the majority of the maturities under one year. The investment policy
authorizes investments in United States treasury bills, bonds and notes, obligations
issued by agencies of the United States Government, bankers acceptances,
commercial paper, medium term notes, certificates of deposit, and the State’s Local
Agency Investment Fund.

The District's portfolio at June 30, 2008 is $25,433,666.



The District Governing Board annually reviews and approves the Sacramento County
pooled investment fund policies. Monthly investment reports are reviewed the District
Accountant/Controller. The primary objective of the AQMD is to ensure money in the
pooled investment fund not required for the immediate needs of AQMD is prudently
invested to preserve principal and provide necessary liquidity, while earning a market
average rate of return.

Risk Management

The District manages its risks of property and liability losses through commercial
insurance. Commercial insurance coverages are obtained thru the Special District Risk
Management Association (SDRMA). Policy coverage and limits are detailed in the
notes to the financial statements.

Pension Benefits

The District provides its fuli-ime employee’s retirement and disability benefits, annual
cost of living adjustments and death benefits to members and their beneficiaries through
CalPers. The District does not have safety employees. The District does provide
postretirement health care benefits. The District has prefunded the OPEB in a
CALPERS trust.

Major Initiatives

During the next year, the AQMD will continue to work toward meeting non-attainment
goals for ozone. With a new, lower, standard expected this year from the EPA
Administrator, reducing ozone pollution will remain an important and core program of
the district and region for many years. Moreover, the District is likely to be designated
non-attainment for the new federal NAAQS for PM 2.5 later this year. While this is a
significant challenge, controlling pollution from wood smoke on key days in the fall
appears to be an effective strategy to meet the new standard.

A major effort will continue with our local partners (cities, counties, SACOG) in
responding Climate Change as an issue, and specifically to regulatory and legislative
changes that come our way. We are aiso working in partnership with other Air Districts
through CAPCOA, with the Air Resources Board, and nationally with the National
Association of Clean Air Agencies to ensure that local communities have the ability to
shape their local response to climate change within the context of their local economic,
structural and political framework. Moreover, it is important that state and federal
agencies provide resources to local communities to help with inventories and planning
to respond to this critical issue. The District must also ensure that climate change
regulatory and incentive efforts are supportive of our long-term criteria pollutant mission
and that public health is not adversely impacted by otherwise well meaning global
warming initiatives.



Awards and Acknowledgements

The Government Finance Officers Association of the United States and Canada
(GFOA) awarded a Certificate of Achievement for Excellence in Financial Reporting to
the District for its Comprehensive Annual Financial Report (CAFR) for the fiscal year
ended June 30, 2007. The Certificate of Achievement is a prestigious national award
recognizing conformance with the highest standards for preparation of state and local
government financial reports. In order to be awarded a Certificate of Achievement, a
government unit must publish an easily readable and efficiently organized
Comprehensive Annual Financial Report, whose contents conform to program
standards. The Comprehensive Annual Financial Report must satisfy both generally
accepted accounting principles and applicable legal requirements. The Certificate of
Achievement is valid for a period of one year only. We believe our current report
continues to meet the Certificate of Achievement program requirements, and we are
submitting it to GFOA to determine its eligibility for another certificate.

The preparation of our comprehensive annual financial report was made possible by the
dedicated services of the accounting and management staff of the Administration
Program. These members have our sincere appreciation for the contribution made in
thepreparation of this report.

Recognition is also given to the Governing Board for their leadership and support and to
all employees of the District who continue to push technology and improve operations to
accomplish the District’'s mission of protecting public health from air pollution with
sensitivity to the impacts of its actions on the community and businesses.

Respecitfully submitted,

e e ?/__,,:”..:.:)
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Larry Greene

Executive Officer

/ Michael Sinkevich CPA

District Accountant/Controller
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Reporting is presented by the Government Finance Officers
Association of the United States and Canada to
government units and public employee retirement

systems whose comprehensive annual financial

reports (CAFRs) achieve the highest

standards in government accounting
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James Marta & Company
Certified Public Accountants

Accounting, Auditing, Consulting, and Tax

INDEPENDENT AUDITOR'S REPORT

Board of Directors
Sacramento Metropolitan Air Quality Management District
Sacramento, California 95814

We have audited the accompanying financial statements of the governmental activities, the business-type
activities and each major fund for Sacramento Metropolitan Air Quality Management District (the
“District”), as of and for the year ended June 30, 2008, which collectively comprise the District’s basic
financial statements as listed in the table of contents. These financial statements are the responsibility of
the Sacramento Metropolitan Air Quality Management District’s management. Our responsibility is to
express an opinion on these financial statements based on our audit.

We conducted our audit in accordance with auditing standards generally accepted in the United States of
America and the standards applicable to financial audits contained in Government Auditing Standards,
issued by the Comptroller General of the United States. Those standards require that we plan and perform
the audit to obtain reasonable assurance about whether the financial statements are free of material
misstatement. An audit includes examining, on a test basis, evidence supporting the amounts and
disclosures in the financial statements. An audit also includes assessing the accounting principles used
and significant estimates made by management, as well as evaluating the overall financial statement
presentation. We believe our audit provides a reasonable basis for our opinion.

In our opinion, the financial statements referred to above present fairly, in all material respects, the
respective financial position of the governmental activities, the business-type activities, and each major
fund of the Sacramento Metropolitan Air Quality Management District as of June 30, 2008, and the
respective changes in financial position and its cash flows, where applicable, thereof for the year then
ended in conformity with accounting principles generally accepted in the United States of America.

In accordance with Government Auditing Standards, we have also issued our report dated December 16,
2008, on our consideration of the Districts’s internal control over financial reporting and our tests of the
District’s 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 the
internal control over financial reporting or on compliance and other matters. That report is an integral
part of an audit performed in accordance with Government Auditing Standards, and should be considered
in assessing the results of our audit.

The Management’s Discussion and Analysis and the Schedule of Revenues, Expenditures, and Changes
in Fund Balances Governmental Fund — Budget and Actual are not required parts of the basic financial
statements, but are supplementary information required by the Governmental Accounting Standards
Board. We have applied certain limited procedures, consisting principally of inquiries of management
regarding the methods of measurement and presentation of the required supplementary information.
However, we did not audit the information and express no opinion on it.

5921 Landis Avenue Suite 1, Carmichael, California 95608 Phone: 916-482-0778 Fax: 916-482-1529 1
e-mail: jmarta@jpmcpa.com Wwww.jpmcpa.com



www.jpmcpa.com

Our audit was conducted for the purpose of forming an opinion on the financial statements that
collectively comprise the District’s basic financial statements. The accompanying “Schedule of
Expenditures of Federal Awards,” is presented for purposes of additional analysis as required by U.S.
Office of Management and Budget Circular 4-133, Audits of States, Local Governments, and Non-Profit
Organizations, and is not a required part of the basic financial statements of Sacramento Metropolitan Air
Quality Management District. It has been subjected to the auditing procedures applied in the audit of the
financial statements and, in our opinion, is fairly stated, in all material respects, in relation to the financial
statements taken as a whole. The introductory section and the statistical section are presented for
purposes of additional analysis and are not a required part of the basic financial statements. They have
not been subjected to the auditing procedures applied in the audit of the basic financial statements, and
accordingly, we express no opinion on them.

James Marta & Company, CPAs
December 16, 2008
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SACRAMENTO METROPOLITAN AIR QUALITY MANAGEMENT DISTRICT
MANAGEMENT’S DISCUSSION AND ANALYSIS

JUNE 30, 2008

As management of the Sacramento Metropolitan Air Quality Management District (the District), we offer
readers of the District’s financial statements this narrative overview and analysis of the financial activities
of the District for fiscal year ended June 30, 2008. Please read it in conjunction with the accompanying
transmittal letter, the basic financials statements, and the accompanying notes to those financial
statements.

A.

Financial Highlights

The assets of the District exceeded its liabilities by $22,246,465 (net assets). Of this amount
$3,150,700 (unrestricted net assets) may be used to meet the government’s ongoing obligations
to citizens and creditors.

The District’s total net assets increased $440,874 due to an overall increase in revenues over
expenditures. This is due to increased revenue from the Moyer program.

As of the close of the current fiscal year, the District’s governmental fund reported an ending
fund balance of $22,389,209, an increase of $535,790 in comparison with the prior year.
Approximately 25% of this total amount, $5,751,365 is available for spending at the
government’s discretion (unreserved, undesignated fund balance).

The District did not increase debt during the current fiscal year.

Overview of Financial Statements

This discussion and analysis is intended to serve as an introduction to the District’s basic
financial statements. The District’s basic financial statements comprise three components: 1)
Government-wide Financial Statements; 2) Fund Financial Statements; and 3) Notes to the Basic
Financial Statements. This report also contains supplementary information in addition to the
basic financial statements themselves.

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 Assets presents information on all of the District’s assets and liabilities, with
the difference between the two reported as net assets. Over time, increases or decreases in net
assets may serve as an indicator of whether the financial position of the District is improving or
deteriorating.

The Statement of Activities presents information showing how the District’s net assets changed
during the most recent fiscal year. All changes in net assets are reported as soon as the
underlying event giving rise to the change occurs, regardless of the timing of related cash flows.
Thus, revenue and expenses are reported in this statement for some items that will only result in
cash flows in future fiscal periods such as earned but unused vacation leave.

Both of the government-wide financial statements distinguish functions of the District that are
principally supported by taxes grants and intergovernmental revenues (governmental activities)
from other functions that are intended to recover all or a significant portion of their costs through
user fees and charges (business-type activities). The governmental activities of the District
include air pollution rule development and enforcement, public outreach, incentive programs, and

3



SACRAMENTO METROPOLITAN AIR QUALITY MANAGEMENT DISTRICT
MANAGEMENT’S DISCUSSION AND ANALYSIS

JUNE 30, 2008

various other air quality management activities. The business-type activities of the District
include management and leasing of a building the District owns and occupies.

The government-wide financial statements can be found on pages 11-12 of this report.

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 District, like other state and local
governments, uses fund accounting to ensure and demonstrate compliance with finance-related
legal requirements. All of the funds of the District can be divided into two categories:
governmental funds and proprietary funds.

Governmental funds.

Governmental funds are used to account for essentially the same functions reported as
governmental activities in the government-wide financial statements. However, unlike the
government-wide financial statements, governmental fund financial statements focus on near-
term inflows and outflows of spendable resources, as well as on balances of spendable
resources, as well as on balances of spendable resources available at the end of the fiscal year.
Such information may be useful in evaluating government’s near-term financing requirements.

Because the focus of 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 for governmental activities in the Government-Wide Financial Statements.
By doing so, readers may better understand the long-term impact of the government’s near-term
financing decisions. Both the Governmental Fund Balance Sheet and the Governmental Funds
Statement of Revenues, Expenditures, and Changes in Fund Balances provide a reconciliation to
facilitate this comparison between governmental funds and governmental activities.

The District adopts an annual appropriated budget for its general fund. A budgetary comparison
statement has been provided for the general fund to demonstrate compliance with this budget.

The basic governmental fund financial statements can be found on pages 13-16.

Proprietary fund

The District maintains a proprietary fund for the operation and maintenance of the headquarters
building. Proprietary funds are used to report the same functions presented as business-type
activities in the government-wide financial statements. The District’s Proprietary Fund Financial
Statements for the District’s building and rental activities can be found on pages 17-19 of this
report.

Notes to the 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 basic financial
statements can be found on pages 20-34 of this report
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Other Information

In addition to the basic financial statements and accompanying notes, this report also presents
certain required supplementary information concerning the District’s final budget to actual
comparison. Required supplementary information can be found on page 35.

Government-wide Financial Analysis
As noted earlier, net assets may serve over time as a useful indicator of a government’s financial
position. In the case of the District, assets exceeded liabilities by $22,246,465 at the close of the

most recent fiscal year. The schedule below presents a condensed Statement of Net Assets as of
June 30, 2008 compared with the prior fiscal year.

SACRAMENTO METROPOLITAN AIR QUALITY MANAGEMENT DISTRICT'S NET ASSETS

(in thousands)
Governmental Business-Type
Activities Activities Total
2007 2008 2007 2008 2007 2008

Currentandotherassets ~ § 28215 § 28928 § 2137 § 1,022 § 30352 § 29950

Capital Assets 536 625 3,681 4,707 4217 5332
Total Assets 28,751 29,553 5818 5,729 34,569 35282

Long-term liabilites

outstanding 277 413 5014 4,847 5291 5260

Other liabilities 6,608 6,894 203 223 6,871 7,117
Total Lizbilites 6,45 7307 5217 5,070 12,162 12,377

Net Assets:

Invested in Capital Assets,

Net of Related Debt 536 624 313 336 849 960
Restricted 17,847 18,471 - - 17,847 18471
Unrestricted 3423 3,151 288 323 3711 3,474
Total net assets $ 218006 $ 2246 $ 601 $ 659 $ 22407 $§ 22905
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By far the largest portion of the District’s net assets (83%) represents resources that are subject to
external restrictions on how they may be used. These funds are restricted to expenditures for
specific purposes. Approximately 4% of the District’s net assets reflect its investment in capital
assets used by the District (e.g. land, buildings, equipment) less any related debt used to acquire
those assets that is still outstanding.

The remaining portion of the District’s net assets (17%) is unrestricted which may be used to
meet the District’s ongoing operations and obligations to creditors. At the end of the current
fiscal year, the District is able to report positive balances for both categories of net assets, the
government as a whole, as well as for its separate government and business-type activities. The
same situation held true for the prior fiscal year.

There continues to be no restricted net assets in the District’s business-type activities and a
continuation of no restricted net assets is forecasted for the future.

There was an increase of $22,356 in the Net Assets Invested in Capital Assets, net of related debt
for the business-type activities. This increase is due to continuing the scheduled payments on the
bonds used to finance the District’s building and minor facilities upgrades.

There was an increase of $35,691 in the Unrestricted Net Assets for the business-type activities.
This increase is due to the continued profitable operation of the District’s building and rental of a
portion of the space.

The government’s net assets increased by $498,921 during the current fiscal year; the increase is
due mainly to an increases in revenues over expenditures.

Governmental Activities.

Governmental activities increased the District’s net assets by $441 thousand, thereby accounting
for 88 percent of the total growth in the net assets of the District. Key elements of this increase
are presented in the following schedule.

The following schedule shows revenues by major source, expenses by function and changes in
net assets for the fiscal years ended June 30, 2007 and June 30, 2008.



SACRAMENTO METROPOLITAN AIR QUALITY MANAGEMENT DISTRICT

MANAGEMENT’S DISCUSSION AND ANALYSIS

JUNE 30, 2008

Sacramento Metropolitan Air Quality ManagementDistrict's Changes in Net Assets
(in thousands)

Governmental Business -Type
Activities Activities TOTAL
2007 2008 2007 2008 2007 2008
Revenues:
Program Revenues:
Charges for Services $§ 6,052 § 4,660 975  $ 837 § 7,027 § 5497
Operating Grants and
Contributions 16,444 11,031 - - 16,444 11,031
General Revenue 8,173 8,626 28 32 8,201 8,058
Total Revenues 30,669 24317 1003 869 31,672 25,186
Expenses:
Stationary Source
activities 5,092 5,193 - - 5,092 5,193
Mobile Source activities 11,451 11,310 - - 11,451 11,310
Program Coordination
activities 3,884 3,519 - - 3,884 3,519
Strategic Planning
activities 3,593 3,715 - - 3,593 3,715
Building operations and
obligations - - 740 811 740 811
Depreciation 113 138 - - 113 138
Total Expenses 24,133 23,875 740 811 24873 24,686
‘Iransters In j ] ] ] _ _
(Ot
Increase (decrease) in Net
Assets, 6,536 442 263 58 6,799 500
Net Assets, Beginning 15,269 21,805 338 601 15,607 22,406
Net Assets, Ending $ 21,805 § 22247 601 $ 659 § 22406 $ 22,906

e Carl Moyer revenues decreased approximately $6.2 million. These monies are used to
provide funds on an incentive basis for the incremental cost of cleaner-than-required
engines and equipment. These funds are recognized as they are contracted to projects. In
FY 2007 more funds were available to contract to projects.

e There was an decrease of approximately $700 thousand dollars in EPA 105 funding.
EPA funds are used to support the District’s air monitoring efforts. Recently the EPA has
decreased funding to the District.
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e Land Use Mitigation fees decreased approximately $800 thousand. These revenues are
received from construction projects to help mitigate the effect the project will have on air
quality. In FY 2008 there was a significant reduction in construction in the Sacramento
area.

Business-type activities
Business-type activities increased the District’s net assets by $58,047, accounting for 12 percent
of the total growth in the government’s net assets. Key elements of this increase are as follows:

e Operating income from the building was $279,172. This was a $215,654 decrease from
the prior year. Rents decreased $137,338 due to lease renegotiations. Expenses
increased $78,316, the increase was attributable to fees related to the lease negotiations.

e Building debt decreased $155,000.

Financial Analysis of the Government’s Funds

As noted earlier, the District uses fund accounting to ensure and demonstrate compliance with
finance-related legal requirements.

Governmental Funds

The focus of District’s governmental funds is to provide information on near-term inflows,
outflows and balances of spendable resources and overall health. Such information is useful in
assessing the District’s financial requirements. In particular, unreserved fund balance may serve
as a useful measure of a government’s net resources available for spending at the end of the fiscal
year.

As of the end of the current fiscal year, the District’s governmental fund reported an ending fund
balance of $22,389,209 an increase of $535,790 in comparison with the prior year.
Approximately 26% of this total amount $5,751,365 constitutes unreserved, undesignated fund
balance, which is available for spending at the District’s discretion. The remainder of fund
balance is reserved or designated to indicate that it is not available for new spending because it
has already been committed 1) to liquidate contracts and purchase orders of the prior period, 2)
for a variety of other restricted purposes.

Proprietary Funds
The District’s proprietary funds provide the same type of information found in the government-
wide financial statements, but in more detail.

Unrestricted net assets of the proprietary fund at the end of the year were $323,454. The total
growth in net assets was $58,047. Other factors concerning the finances of the proprietary fund
have already been addressed in the discussion of the District’s business-type activities.
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General Fund Budgetary Highlights
Over the course of the fiscal year, the District’s budget was not amended.

For FY 2008, actual revenues were $876,877 less than budgeted revenues. The District has
various revenues that are reimbursed as expended. If these revenues are not expended in the

current period they are carried forward. Measure A which is included in taxes was under
expended in FY 2008.

Expenditures were $11,158,243 less than budgeted. This variance was due to contract savings
and Moyer type incentive contracts. These contracts can take up to 24 months to complete and
any unexpended contract amounts are reflected as savings in the current budget year. These
savings are carried over into the next budget cycle.

Capital Assets and Debt Administration

Capital Assets

The District’s investment in capital assets for its governmental activities and business-type
activities as of June 30, 2008 amounts to $5,331,172 (net of accumulated depreciation). This
investment in capital assets includes land, building, office equipment, laboratory equipment, and
air monitoring stations. The total investment in capital assets for the current fiscal year was
$286,514.

The increase in the capital assets primarily reflects the set up of an offsite datafile backup and
disaster recovery IT system.

Additional information on capital assets can be found in the Notes to the Financial Statements on
page 28.

Long-term Debt
At the end of the current fiscal year, the District had outstanding bonds secured by the District’s
office building. Total debt outstanding as of June 30, 2008 was $4,955,000

Additional information on the District’s long-term debt can be found in Note 7 to the Basic
Financial Statements on pages 29-30 of this report.

Economic Factors and Next Year’s Budgets and Rates

The FY 2008-09 revenue and expenditure budgets shows an increase of 51 percent compared to
the FY 2007-08 budget. Emission technology funds increased over 97 percent. There were
several new emission technology programs created that added to this increase. Most of these
funds are provided thru the state of California and are for incentive programs.

For the year ended June 30, 2008 there are no foreseeable economic or political conditions that
would have a material effect on the financial position of the District.
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Requests for Information

This financial report is designed to provide a general overview of the District’s finances for
readers of the financial statements. Questions concerning any of the information provided in this
report or requests for additional financial information should be addressed to J. Michael
Sinkevich, District Accountant/Controller, Sacramento Metropolitan Air Quality Management
District, 777-12" Street 3™ Floor, Sacramento, CA 95814.
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SACRAMENTO METROPOLITAN AIR QUALITY MANAGEMENT DISTRICT

STATEMENT OF NET ASSETS

JUNE 30, 2008
Primary Government
Governmental Business-type
Activities Activities Total
Assets
Current assets:
Cash and cash equivalents $ 25,463,589 $ 110,567 $ 25,574,156
Receivables 3,738,650 7,904 3,746,554
Internal balances (273,630) 273,630 -
Prepaid expenses - 270 270
Total current assets: 28,928,609 392,371 29,320,980
Noncurrent assets:
Deposits with others - certificates of participation reserves - 431,988 431,988
Capital assets, net 624,503 4,706,669 5,331,172
Underwriting costs, net - 197,309 197,309
Total noncurrent assets: 624,503 5,335,966 5,960,469
Total assets: 29,553,112 5,728,337 35,281,449
Liabilities
Current liabilities:
Accounts payable and accrued Labilities 5,044,131 56,477 5,100,608
Accrued wages and benefits payable 178,082 - 178,082
Deferred revenue 1,317,187 1,076 1,318,263
Compensated absences - due within one year 354,118 - 354,118
Certificates of participation - due within one year - 165,000 165,000
Total current liabilities: 6,893,518 222,553 7,116,071
Noncurrent liabilities:
Deposits from others - 11,364 11,364
Compensated absences - due in more than one year 413,129 - 413,129
Premium on certificates of participation, net - 45285 45,285
Certificates of participation - due in more than one year - 4,790,000 4,790,000
Total noncurrent Labilities: 413,129 4,846,649 5,259,778
Total liabilities: 7,306,647 5,069,202 12,375,849
Net assets
Investment in capital assets, net of related debt 624,503 335,681 960,184
Restricted for:
Mobile Source related operations 8,361,732 - 8,361,732
Mobile Source incentive programs 7,179,908 - 7,179,908
Mitigation programs 2,929,622 - 2,929,622
Unrestricted 3,150,700 323,454 3,474,154
Total net assets: $ 22,246,465 $ 659,135 $ 22,905,600

The accompanying notes are an integral part of these financial statements.
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SACRAMENTO METROPOLITAN AIR QUALITY MANAGEMENT DISTRICT

STATEMENT OF ACTIVITIES

FOR THE YEAR ENDED JUNE 30, 2008

Functions
Primary government:
Governmental activities:

Stationary source activities
Mobile source activities
Program coordination activities
Strategic planning activities
Depreciation expense - unallocated

Total governmental activities
Business-type activities:
Building operations and obligations
Total primary government

Cl

Program Revenues

Net (Expense) Revenue and Changes in Net Assets

Operating
Charges for Grants and
Expenses Services Contributions
§ 5192799 § 4,617,658 $ 298,000
11,310,141 - 7,796,251
3,519,465 41,879 2,382,599
3,715,156 - 554,018
138,142 - -
23,875,703 4,659,537 11,030,868
811,392 837,381 -
$ 24,687,095 $ 5496918 $ 11,030,868

General revenues:
Grants and subventions - not restricted to specific programs
Interest
Penalties/settlements

Total general revenue

Change in net assets

Net assets - beginning balance

Net assets - ending balance

The accompanying notes are an integral part of these financial statements.

Business
Governmental Type
Activities Activities Total

$ (277,141) $ - $ (277,141)
(3,513,890) - (3,513,890)
(1,094,987) - (1,094,987)
(3,161,138) - (3,161,138)
(138,142) - (138,142)
(8,185,298) - (8,185,298)
- 25,989 25,989
$ (8,185,298) $ 25,989 $  (8,159,309)
$ 6,884,648 $ - $ 6,884,648
1,086,702 32,058 1,118,760
654,822 - 654,822
8,626,172 32,058 8,658,230
440,874 58,047 498,921
21,805,591 601,088 22,406,679
$ 22,246,465 $ 659,135 $ 22,905,600




SACRAMENTO METROPOLITAN AIR QUALITY MANAGEMENT DISTRICT

BALANCE SHEET - GOVERNMENTAL FUND

JUNE 30, 2008

ASSETS

Assets
Cash and equivalents
Accounts receivable
Prepaid expenses

Total Assets

LIABILITIES AND FUND BALANCE

Liabilities
Accounts payable
Internal balance
Accrued wages and benefits payable
Deferred revenue

Total Liabilities

Fund Balance
Reserved for encumbrances
Reserved for legal restrictions
Unreserved
Total Fund Balance

Total Liabilities and Fund Balance

The accompanying notes are an integral part of these financial statements.

Governmental
General Fund

25,463,589
3,738,650

29,202,239

5,044,131
273,630
178,082

1,317,187

6,813,030

3,660,565
12,977,279
5,751,365

22,389,209

29,202,239
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SACRAMENTO METROPOLITAN AIR QUALITY MANAGEMENT DISTRICT

RECONCILIATION OF THE GOVERNMENTAL FUND BALANCE SHEET

TO THE STATEMENT OF NET ASSETS

FOR THE YEAR ENDED JUNE 30, 2008

Fund balances - total governmental fund

Amounts reported for governmental activities in the Statement

of Net Assets are different because:

Capital assets net of accumulated depreciation have not been
included as financial resources in governmental funds activity.

These capital assets are reported in the Statement of Net

Assets as capital assets of the District as a whole.

Long-term liabilities are not due and payable i the current period
and accordingly are not reported as fund liabilities. All Labilities, both
current and long-term are reported in the Statement of Net Assets.

Compensated absences

Net assets of governmental activities:

The accompanying notes are an integral part of these financial statements.

$ 22,389,209
624,503
(767,247
$ 22,246 465
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SACRAMENTO METROPOLITAN AIR QUALITY MANAGEMENT DISTRICT

STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES IN

FUND BALANCE - GOVERNMENTAL FUND

FOR THE YEAR ENDED JUNE 30, 2008

Revenues:

DMV surcharge
Sales/use tax
Permits and fees
Local government aid
State subvention
Federal grants
Interest

Total revenues

Expenditures:
Salaries and employee benefits

Insurance
Equipment rent and lease
Supplies and services purchased
Contract and special services
Capital outlay

Total expenditures

Excess (deficiency) of revenues over (under) expenditures
Net change in fund balance
Fund balance, June 30, 2007

Fund balance, June 30, 2008

The accompanying notes are an integral part of these financial statements.

General fund

$

6,560,006
2,509,280
6,405,970

50,994
5,023,916
2,679,709
1,086,702

24,316,577

9,993,878
97,389
55,969

1,928,221

11,478,664
226,666

23,780,787

535,790

535,790

21,853,419

22,389,209

15



SACRAMENTO METROPOLITAN AIR QUALITY MANAGEMENT DISTRICT
RECONCILIATION OF THE GOVERNMENTAL FUNDS STATEMENT OF REVENUES,
EXPENDITURES AND CHANGES IN FUND BALANCES TO THE STATEMENT OF
ACTIVITIES

FOR THE YEAR ENDED JUNE 30, 2008

Net change in fund balances - total governmental funds $ 535,790

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

Governmental funds report capital outlay as expenditures. However,

in the Government-wide Statement of Activities the cost of those

assets is allocated over their estimated useful lives and reported as

depreciation expense. This is the amount of capital outlay recorded

i the current period. 226,666

Depreciation expense on capital assets is reported in the Government-wide

Statement of Activities, but they do not require the use of current

financial resources. Therefore, depreciation expense is not reported as

expenditures in governmental funds. (138,142)

Long-term compensated absences are reported in the Government-wide
Statement of Activities, but they do not require the use of current

financial resources. Therefore, they are not reported as expenditures
in governmental funds. (183,440)

Changes in net assets of governmental activities: $ 440,874

The accompanying notes are an integral part of these financial statements. 16



SACRAMENTO METROPOLITAN AIR QUALITY MANAGEMENT DISTRICT

STATEMENT OF FUND NET ASSETS — PROPRIETARY FUND

JUNE 30, 2008

ASSETS

Current assets:
Cash and cash equivalents
Receivables
Internal balance
Prepaid expenses
Total current assets:

Noncurrent assets:
Restricted Investments
Capital assets:
Land and other non-depreciated assets
Other capital assets - net of depreciation
Underwriting costs, net
Total noncurrent assets:

Total assets:

LIABILITIES

Current Labilities:
Accounts payable
Deferred Revenue
Certificates of participation - due within one year
Total current liabilities:

Noncurrent liabilities:
Deposits from others
Premium on certificates of participation, net
Certificate of participation, due in more than one year
Total noncurrent liabilities:

Total liabilities:

NET ASSETS

Invested in capital assets, net of related debt
Unrestricted
Total net assets:

The accompanying notes are an integral part of these financial statements.

110,567
7,904
273,630
270

392,371

431,988

1,086,652
3,620,017
197,309

5,335,966

5,728,337

56,477
1,076
165,000

222,553

11,364
45,285
4,790,000

4,846,649

5,069,202

335,681
323,454

659,135
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SACRAMENTO METROPOLITAN AIR QUALITY MANAGEMENT DISTRICT

STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES
IN NET ASSETS — PROPRIETARY FUND

FOR THE FISCAL YEAR ENDED JUNE 30, 2008

Operating revenues:

Rental income $ 739,541
Parking income 97,840
Total operating revenues 837,381

Operating expenses:

Repairs and maintenance costs 103,883
Utilities, security and communications 108,454
Management fees 120,182
Parking lot operations 83,111
Depreciation expense 120,632
Amortization expense 10,665
Other expense 11,282
Total operating expenses 558,209
Operating income 279,172
Nonoperating revenues and expenses:
Interest income 32,058
Interest expense (252,748)
Investment services of trustee (435)
Net nonoperating revenues (expenses) (221,125)
Changes in net assets 58,047
Total net assets, June 30, 2007 601,088
Total net assets, June 30, 2008 $ 659,135

The accompanying notes are an integral part of these financial statements.



SACRAMENTO METROPOLITAN AIR QUALITY MANAGEMENT DISTRICT
STATEMENT OF CASH FLOWS — PROPRIETARY FUND

JUNE 30, 2008

Cash flows from operating activities:

Cash received from rental activities $ 815,347

Cash paid for goods and services (412,809)

Net Cash provided by operating activities 402,538
Cash flows from capital and related financing activities:

Principal paid on capital debt (155,000)

Interest paid on long-term debt (252,748)

Purchases of capital assets (59,849)
Net cash used for capital financing activities (467,597)

Cash flows from investing activities:

Use of investments 63,644
Interest and dividends received 29,610
Investment fees (435)
Net cash used for investing activities 92,819
Net decrease in cash and cash equivalents 27,760
Beginning cash and cash equivalents as of June 30, 2007 82,807
Ending cash and cash equivalents as of June 30, 2008 $ 110,567

Reconciliation of operating income to net cash provided
by operating activities:

Operating income $ 279,172
Adjustment to reconcile operating income to net cash
provided by operating activities:

Depreciation expense 120,632

Amortization expense 10,665
Effects of changes in :

Accounts receivable (17,492)

Accounts payable 14,373

Deferred revenue (4,542)

Prepaids (270)
Net cash provided by operating activities $ 402,538

The accompanying notes are an integral part of these financial statements. 19



SACRAMENTO METROPOLITAN AIR QUALITY MANAGEMENT DISTRICT

NOTES TO THE FINANCIAL STATEMENTS

JUNE 30, 2008

1.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

A.

ACCOUNTING POLICIES

The Sacramento Metropolitan Air Quality Management District (District) accounts for its
financial transactions in accordance with accounting principles generally accepted in the
United States of America as prescribed by the Governmental Accounting Standards Board
(GASB) and the American Institute of Certified Public Accountants (AICPA). For its
proprietary operations, the District applies all applicable Financial Accounting Standards
Board (FASB) pronouncements issued on or before November 30, 1989 and all GASB
pronouncements.

REPORTING ENTITY

The District was created under Health and Safety Code Sections 40960 et. seq. in July of 1996
to monitor, promote and improve air quality in the County of Sacramento. The District
functions under the oversight of its elected fourteen-member Board of Directors. The District
has no component units.

BASIS OF PRESENTATION

Government-wide financial statements

The statement of net assets and the statement of activities display information about the District
as a whole. These statements include the financial activities of the primary government,
represented by activity type (e.g. governmental, business).

The government-wide statements are prepared using the economic resources measurement
focus. This is the same approach used in the preparation of the proprietary fund financial
statements, but differs from the manner in which governmental fund financial statements are
prepared. Therefore, reconciliations, containing brief explanations to better identify the
relationship between the government-wide statements and the statements for governmental
funds, are included.

The government-wide statement of net assets records all of the District’s assets and liabilities
including capital assets and long-term liabilities.
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The government-wide statement of activities presents a comparison between total expenses and
program revenues for each function or program of the District’s governmental activities. Total
expenses are those that are associated with or allocated to a service, program, or department
and are therefore identifiable to a particular function. Program revenues include charges paid
by the recipients of goods or services offered by a program, as well as grants and contributions
that are restricted to meeting the operational requirements of a particular program. Revenues
which are not classified as program revenues are presented as general revenues of the District.

Fund financial statements

The focus of governmental fund financial statements is on major funds rather than reporting
funds by activity type. The District has two major funds for reporting purposes, called the
general fund and the proprietary fund.

The accounting and financial reporting treatment applied to a fund is determined by its
measurement focus. All governmental fund types are accounted for using a flow of current
financial resources measurement focus. The financial statements for governmental funds are
the balance sheet, which includes current assets and current liabilities, and the statement of
revenues, expenditures, and changes in fund balances, which reports on the sources (i.e.,
revenues and other financing sources) and uses (i.e., expenditures and other financing uses) of
current financial resources. The purchase of capital assets and long-term debt proceeds and
payments are reflected as revenues and expenditures on these statements.

All proprietary fund types are accounted for on a flow of economic resources measurement
focus. With this measurement focus, all assets and all liabilities associated with the operation
of these funds are included on the statement of net assets. The statement of revenues,
expenditures, and changes in fund net assets presents increases (i.e., revenues) and decreases
(i.e., expenses) in net assets. The statement of cash flows provides information about how the
District finances and meets the cash flow needs of its proprietary activities.

Proprietary funds distinguish operating revenues and expenses from nonoperating items.
Operating revenues and expenses generally result from providing services, producing and
delivering goods in connection with a proprietary fund’s principal ongoing operations.

BASIS OF ACCOUNTING

Basis of accounting determines when transactions are recorded in the financial records and
reported on the financial statements. Government-wide financial statements are prepared using
the accrual basis of accounting. Governmental funds use the modified accrual basis of
accounting. Proprietary funds use the accrual basis of accounting.
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NOTES TO THE FINANCIAL STATEMENTS
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Revenues — exchange and nonexchange transactions

Revenues resulting from exchange transactions, in which each party gives and receives
essentially equal value, is recorded on the accrual basis when the exchange takes place. Under
the modified accrual basis, revenue is recorded in the fiscal year in which the resources are
measurable and become 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. For the District, “available” means collectible within the
current period or within 60 days after year-end. District exchange transactions are Proprietary
Fund building rents and parking revenues, interest revenue, Rule Book sales and Planet Polluto
CD sales.

Imposed nonexchange transaction revenues result from assessments imposed on
nongovernmental entities, including individuals (other than assessments imposed on exchange
transactions) and the revenues are recognized in the period when use of the resources is
required or first permitted. Deferred revenues are recognized when resources are received or
recognized as receivable before the time requirements are met. District imposed non-exchange
transactions are the DMV surcharge, planning service charges, Stationary Source Permit fees
and renewals, Land Use Mitigation Permits, SEED program fees, Title V Permits, Agricultural
Burning Fees, Asbestos Plan Check Fees, State Toxic Emission Fees, Variances, and
Settlements.

Government-mandated nonexchange 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. Voluntary nonexchange transactions result from agreements
entered into voluntarily by the parties thereto. Both types of nonexchange transaction revenues
are treated in the same manner. Revenues are recognized when all applicable eligibility
requirements are met. Deferred revenues are recognized when the recipient is required to use
the resources in the following year thus resources provided before that period should be
recognized as deferred. District transactions of both types include the NOx program, the
Moyer program, State Subvention and Enforcement Grants, the Emulsified Fuel Program,
Measure A Sales Tax 2%, Environmental Protection Agency Section 103 and 105 grants,
Congestion Mitigation in Air Quality (CMAQ) grants, State Implementation Plan (SIP) grants,
and various agreements with Yolo/Solano Counties, El Dorado County and Placer County.

Expenses/expenditures

The government-wide financial statements are presented using the accrual basis of accounting,
where expenses are recognized at the time they are incurred. The focus of governmental fund
accounting is short-term. Therefore, expenditures are recorded when paid. Allocations of cost,
such as depreciation and amortization, are not recognized in governmental funds.

When both restricted and unrestricted resources are available for use, it is the District's policy
to use restricted resources first. Then, unrestricted resources are used as needed.
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FUND ACCOUNTING

The accounts of the District are organized on the basis of funds, each of which is considered to
be a separate accounting entity. The operations of each fund are accounted for with a separate
set of self-balancing accounts that comprise its assets, liabilities, fund equity or net assets,
revenues, and expenditures or expenses, as appropriate. District resources are allocated to and
accounted for in individual funds based upon the purpose for which they are to be spent and the
means by which spending activities are controlled. The District’s accounts are organized into
two funds:

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

The Proprietary Fund reports the ownership and operational revenues and expenses of the
District’s building along with the long-term debt obligations.

BUDGETS AND BUDGETARY ACCOUNTING

Annual budgets, as required by state statues, are adopted on a basis of accounting consistent
with generally accepted accounting principles for the general fund.

On or before the last day in February of each year, all divisions of the District submit budget
packages to the administrative services manager so that a budget may be prepared. At the May
Board of Directors’ meeting, the proposed budget is presented to the Board for review. As
required by air pollution control laws, noticing is done 30 days prior to the public hearing. The
Board holds public hearings and a final budget must be prepared and adopted no later than the
June meeting.

The appropriated budget is prepared by fund, function and division. The District’s division
managers may make transfers of appropriations within an object (e.g. salaries and benefits,
services and supplies, capital outlay and interfund charges). Transfers of appropriations
between objects require the approval of the Board. The legal level of budgetary control is the
object level.

CASH AND CASH EQUIVALENTS

The District considers all highly liquid investments with a maturity of three months or less at
the time of purchase to be cash equivalents.

CAPITAL ASSETS

Capital assets are those purchased or acquired with an original cost of $5,000 or more and a
useful life of greater than one year. They are reported at historical cost or estimated historical
cost. Additions, improvements, and other capital outlays that significantly extend the useful life
of an asset are capitalized. Other costs for repairs and maintenance are expensed as incurred.
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Depreciation on all assets is provided on a straight-line basis over the following estimated
useful lives:

Asset Class Years
Machinery and Equipment 5-20
Buildings 39

COMPENSATED ABSENCES

Accumulated unpaid employee vacation benefits and compensated time-off for certain
employees in lieu of overtime compensation and/or working on holidays per bargaining
agreements are recognized as liabilities of the District on the government-wide financial
statements. Compensated absences are liquidated by the General Fund.

Accumulated sick leave benefits are not recognized as liabilities of the District. The District's
policy is to record sick leave as an operating expenditure in the period taken since such benefits
do not vest nor is payment probable; however, a portion of sick leave is added to the creditable
service period for calculation of retirement benefits when the employee retires.

FUND BALANCE RESERVES

In the governmental fund financial statements, reservations of the ending fund balance indicate
the portions of fund balance not appropriable for expenditure or amounts legally segregated for
a specific future use. The reserves for legally restricted programs reflect the portions of fund
balance that are not available for appropriation and expenditure at the balance sheet date.

LONG-TERM LIABILITIES

The District reports long-term liabilities of governmental funds at face value in the
government-wide financial statements, and long-term liabilities payable from proprietary funds
are reported in the proprietary fund financial statements and government-wide financial
statements Bond premiums, discounts and issuance costs are deferred and amortized over the
life of the bonds using the straight line method. Bonds payable are reported net of the
applicable premiums and discounts. Issuance costs are reported as deferred charges in other
assets.

In the governmental fund financial statements, bond premiums, discounts and issuance costs are
recognized during the current period. The face amount of debt issued and any premiums
received are reported as other financing sources while discounts are reported as other financing
uses. Issuance costs are reported as debt service expenditures.

REVENUE FROM BUILDING LEASES
Lease revenues reported in the proprietary fund are recorded on a straight-line basis where the

sums of all the rents payable over the life of a tenant lease are reported pro-ratably over the life
of the lease.
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JUNE 30, 2008

M. ELIMINATIONS AND RECLASSIFICATIONS

In the process of aggregating data for the government-wide statements, some amounts reported
as interfund activity and balances in the fund financial statements were eliminated or
reclassified. Interfund receivables and payables were eliminated to minimize the “grossing up”
effect on assets and liabilities within the governmental activities column.

N. USE OF ESTIMATES
Management is called upon to use estimates and assumptions. These estimates and assumptions
may affect the reported amounts of assets and liabilities and disclosure of contingent assets and
liabilities at the date of the financial statements and the reported amounts of revenues and
expenditures during the reporting period. Actual results may differ from those estimates.

CASH, CASH EQUIVALENTS, AND INVESTMENTS

Cash and Investments

Cash and investments consisted of the following as of June 30, 2008:

Deposits: 2008 2007
Balance Per Bank $ 33,975 $ 50,056
Less: Outstanding Checks 4,052 -
Balance Per Books 29,923 50,056

Pooled Funds:
Cash in County Treasury 25,433,666 22,325,087
Cash with fiscal agent 110,567 82,807
Total Cash and Equivalents $ 25,574,156 $ 22,457,950

Cash in Bank

The carrying amount of the District’s cash is covered by federal depository insurance up to
$100,000. Should deposits exceed the insured limits, the balance is covered by collateral held by the
bank in accordance with California law requiring the depository bank to hold collateral equal to
110% of the excess government funds on deposit. This collateral must be in the form of
government-backed securities.

Cash in County Treasury

In accordance with Board of Directors resolution AQM-96-0040, the District maintains substantially
all of its cash in the Sacramento County Treasury (the Treasury). The Treasury pools these funds
with those of other districts in the county and invests the cash. The share of each fund in the pooled
cash account is separately accounted for and interest earned is apportioned quarterly to funds that are
legally required to receive interest based on the relationship of a fund’s daily balance to the total of
pooled cash and investments.
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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. The fiscal year net earnings rate for this fund was
approximately 4.3%. The pool is currently not rated by a nationally recognized statistical rating
organization. The monies held in pooled investment funds are not subject to categorization by credit
risk category.

The Treasury is authorized to deposit cash and invest excess funds by California Government Code
Section 53601 et seq., section 53635 et seq., and the Sacramento County annual investment policy of
the pooled investment fund. The funds maintained by the Treasury are authorized investments
established by the California Government Code sections 53601 et seq. and 53635 et seq.

Interest Rate Risk. SMAQMD’s investment policy limits investment maturities as a means of
managing its exposure to fair value losses arising from increasing interest rates. Investments are
generally limited to five years or less. At the end of June 30, 2008, Treasury’s investments are in
accordance with SMAQMD’s investment policy.

Credit Risk. Except for municipal obligations and Community reinvestment Act (CRA) bank
deposits and certificates of deposit, the issuer’s short-term credit ratings shall be at or above A-1 by
Standard & Poor’s, P-1 by Moody’s and, if available, F1 by Fitch, and the issuer’s long-term credit
ratings shall be at or above A by Standard & Poor’s and A2 by Moody’s, and, if available, A by
Fitch. Municipal obligations shall be at or above a short-term rating of SP-1 by Standard & Poor’s,
MIGI by Moody’s, and, if available, F1 by Fitch. In addition, domestic banks are limited to those
with a Fitch Individual bank rating of B or better.

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. 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. Treasury Notes & Agency Obligations 5 years 100% None
Bonds issued by local agencies 5 years 80% None
Registered State Warrants and Municipal
Notes 5 years 80% None
Bankers Acceptances 180 days 40% None
Commercial Paper 270 days 40% None
Negotiable Certificates of Deposit 180 days 30% None
CRA Bank Deposit/Certificates of Deposit 1 year 30% None
Repurchase Agreements 1 year 30% None
Reverse Repurchase Agreements 92 days 20% None
Medium Term Corporate Notes 180 days 30% None
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Share of Money Market Mutual Fund 90 days 20% None
Collateralized Mortgage Obligations 5 years 20% None

INVESTMENTS AUTHORIZED BY DEBT AGREEMENTS

Investments of debt proceeds held by bond trustee, Certificate Of Participation (COP) Reserve in the
amount of $431,988 are included in Business-type Activities as deposits with others. These moneys
are governed by provisions of the debt agreements, rather than the general provisions of the
California Government Code or the District’s investment policy.

Moneys in the COP Reserve will at all time be in the amount of the Reserve Requirement. The
Reserve Requirement is defined as, the lesser of (i) 10% of the original principal amount, (ii) an
amount equal to the maximum annual Lease Payment payable in a Certificate Year by the District, or
(iii) 125% of the average annual lease payment.

ACCOUNTS RECEIVABLE

Accounts receivable consisted of the following as of June 30, 2008:

General Fund:

Measure A — Sales Taxes $ 1,019,253
DMYV Surcharge 1,164,559
EPA and CMAQ Grants 1,038,290
Settlement 2,690
ARB Walnut Grove Tower 44,625
Miscellaneous 469,233
Total receivables $ 3,738,650
Proprietary Fund:
Lease Payments $ 7,904
Total receivables $ 7,904
INTERFUND TRANSACTIONS
The composition of internal balances as of June 30, 2008, is as follows:
Due to/from other funds:
Receivable Fund Payable Fund Amount
Proprietary Fund General Fund $273,630

Due to/from other funds balance is the remainder of funds moved from general fund to proprietary
fund for building rent during FY 2007/08.
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CAPITAL ASSETS

Capital asset activity for the year ended June 30, 2008 was as follows:

Government Activities
Capital assets, being depreciated:
Equipment
Less: accumulated depreciation
Total capital assets,
being depreciated, net

Business-type Activities
Capital assets, not being
depreciated:

Land
Total capital assets
not being depreciated:

Capital assets, being depreciated:
Building
Less: accumulated depreciation
Total capital assets,
being depreciated:

Business-type Activities
capital assets, net

OPERATING LEASES

Balance Balance
July 1, 2007 Additions Retirements June 30, 2008
$ 1,479,819 § 226,665 $ - $ 1,706,484
(943,840) (138,141) - (1,081,981)
$ 535979 § 88,524 §$ - $ 624,503
$ 1,086,652 $ - $ - $ 1,086,652
1,086,652 - - 1,086,652
4,240,454 59,887 - 4,300,341
(559,654) (120,670) - (680,324)
3,680,800 (60,783) - 3,620,017
$ 4767452 § (60,783) $ - $ 4,706,669

The District leases automobiles and other equipment under operating leases. Total costs for such
leases were $145,569 for the year ended June 30, 2008. The future minimum lease payments for

these leases are as follows:

Year ending, June 30

2008
2009
2010
2011

Amount

$

137,152
145,921
120,996

61,331

465,400
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LONG-TERM LIABILITIES

Certificates Of Participation

In February 2002, the District issued certificates of participation in the amount of $5,835,000, with
interest rates ranging from 1.50% to 3.95%. As of June 30, 2008, the principal balance outstanding
was $4,955,000. Proceeds included a bond premium of $60,938, which will be amortized over the

life of the COPs.

The certificates mature as follows:

Year Ending
June 30,
2009
2010
2011
2012
2013
2014-2018
2019-2023
2024-2027

Sub-totals

Plus: Unamortized Premium
Totals

Principal Interest Total

$ 165,000 $ 247,142 $ 412,142
170,000 240,943 410,943
175,000 234,256 409,256
185,000 226,175 411,175
195,000 216,675 411,675
1,130,000 922,056 2,052,056
1,455,000 587,869 2,042,869
1,480,000 160,650 1,640,650
4,955,000 2,835,766 7,790,766
45,285 - 45,285

$ 5,000,285 $ 2,835,766 $ 7,836,051

Total interest paid for the COPs in the fiscal year ended June 30, 2008 was $252,748. Total principal
payments for the COPs in the fiscal year ended June 30, 2008 was $155,000.

Changes in Long-Term Liabilities

Long-term liability activity for the year ended June 30, 2008, was as follows:

Beginning Ending Due Within
Balance Additions Deductions Balance One Year

Business-Type Activities:

Certificates of

Participation $5,110,000 $ - $ 155,000 $4,955,000 $ 165,000
Governmental Activities:

Compensated

Absences $ 583,807 $752,347 $ 568,907 $ 767,247 $ 354,118
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RISK MANAGEMENT/CLAIMS LIABILITIES

The District is exposed to various risks of loss related to theft of, damage to and destruction of
assets; errors and omissions; and natural disasters for which the District is covered by commercial
insurance purchased from independent third parties. There have been no significant changes in
insurance coverage and no settlements or claims have been made in the last four years.

During the fiscal year ended June 30, 2008, the District insured with the Special District Risk
Management Authority (SDRMA) for general liability, errors and omissions, workers’
compensation, and a variety of comprehensive coverage (See Note 8). The District also provides a
selection of health insurance coverage and elective options for additional health related insurance
coverage.

JOINT VENTURES (Joint Powers Agreement)

The District is a member of the Special District Risk Management Authority (SDRMA) a JPA. The
relationship between the District and the JPA is such that the JPA is not a component unit of the
District for financial reporting purposes.

SDRMA arranges for and provides property, liability, error and omissions, auto liability, crime and
fidelity, workers’ comp. and boiler and machinery insurance to its members. The JPA is governed by
a board consisting of a representative from each member district. The board controls the operations
of the JPA, including selection of management and approval of operating budgets, independent of
any influence by the member districts beyond their representation on the board. Each member district
pays a premium commensurate with the level of coverage requested and shares surpluses and deficits
proportionate to their participation in SDRMA.
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Nature of Participation

Program

Deductible per Occurrence

Annual Coverage Limit

General Liability and Property

Damage
Employee Dishonesty

Person Liability for Board
Members/Directors

Property Coverage (including

fire, theft, property damage,
and flood)
Boiler and Machinery

Auto Liability and Property
Damage

Uninsured/Underinsured
Motorists

Employee Benefits Liability

Employee Practices Liability

Public Officials and
Employees Errors &
Omissions

Statutory Workers' Comp

Employers' Liability WC

$500

$0

$500

$2,000

$1,000

$1,000

$0

$0

$0

$0

$0

$0

$10,000,000 per occurrence
$400,000 per occurrence
$500,000 per board member
per occurrence and aggregate
$1,000,000,000 (Scheduled
Property Only)

$100,000,000 (Scheduled
Property Only)

$10,000,000 per occurrence

$750,000 each accident

$10,000,000 per occurrence
and aggregate

$10,000,000 per occurrence
and aggregate
$10,000,000 per occurrence
and aggregate

$300,000,000 per occurrence

$5,000,000 per occurrence
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12.

Condensed audited financial information of SDRMA for the year ended June 30, 2008 is as follows:

Total Assets $ 71,125,296
Total Liabilities 48,802,348
Net Assets 22,322,948
Total Liabilities and Net Assets $ 71,125,296
Total Revenues $ 34,919,500
Total Expenses 30,076,451
Net Increase in Net Assets $ 4,843,049

Complete audited financial statements for the JPA can be obtained by contacting SDRMA, 1112 1
Street Suite 300, Sacramento, CA 95814.

COMMITMENTS AND CONTINGENCIES

State and Federal Allowances, Awards, and Grants

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

EMPLOYEE RETIREMENT SYSTEMS
SCERS:

On June 30, 1996, the District ceased participation in the Sacramento County Employees’
Retirement System (SCERS). Vested participants were given the option of withdrawing their
account balances or leaving their balances within SCERS. The District retained liability for its share
of the County’s bonded pension liability. The most recent actuarial valuation dated, December 5,
2005, of the District’s bonded liability, at June 30, 2004, amounted to $5,787,777, there was no
unfunded liability as of June 30, 2004. The District was not required to pay any share of the pension
bond debt service for fiscal year 2003-2004. The District’s share of the bonded liability will change
based upon employee turnover and the periodic actuarial evaluation.
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CalPERS:

Effective July 1, 1996, all employees began participating in the California Public Employee
Retirement System (CalPERS), a multiple-employer public employee retirement system that acts as
a common investment and administrative agent for participating agencies within the State of
California.

The benefits for public agencies are established by contract with CalPERS in accordance with the
provisions of the Public Employees Retirement Law. All permanent part-time and full-time
employees of the District are required to participate in CalPERS. A CalPERS member becomes
eligible for Service Retirement upon attainment of age 50 with at least 5 years of credited service
(total service across all CalPERS employers and with certain other Retirement Systems with which
CalPERS has reciprocity agreements).

The Service Retirement benefit calculated for service earned by this group of employees is a
monthly allowance equal to the product of the benefit factor, years of service, and final
compensation. The benefit factor for this group of employees comes from the 2% at 55-benefit factor
table. Until December 31, 2000, this factor was 2% @ 60. The years of service is the amount
credited by CalPERS to a member while he or she is employed in this group. The final compensation
is the monthly average of the member’s last 36 consecutive months’ full-time equivalent monthly

pay.

CalPERS issues a separate comprehensive annual financial report. Copies of the CalPERS’ annual
financial report may be obtained from the CalPERS Executive Office — 400 P Street — Sacramento,
CA 65814.

Funding Policy

All permanent part-time and full-time employees of the District are required to contribute 7 percent
of their annual salary to CalPERS. The District is required to contribute the actuarially determined
remaining amounts necessary to fund the benefits for its members. The actuarial methods and
assumptions used are those adopted by the CalPERS Board of Administration. The required
employer contribution rate for the year ended June 30, 2008 was 10.397%. The contribution
requirements of plan members and the District are established and may be amended by CalPERS.

Annual Pension Cost

For the year ended June 30, 2008 the District’s annual pension cost was $787,883 and the District
actually contributed $787,883. The required contribution for the year ended June 30, 2008 was
determined as part of the June 30, 2005 actuarial valuation using the entry age normal cost method
with the contributions determined as a percent of pay. The actuarial assumptions included (a) 7.75%
investment rate of return (net of administrative expenses); (b) projected salary increases that vary by
duration of service ranging from 3.25% to 14.45% depending on age, Service, and type of
employment, and (c) 3.0% cost-of-living adjustment. Both (a) and (b) include an inflation
component of 3.00%. Initial unfunded liabilities are amortized over a closed period that depends on
the plan’s date of entry into CalPERS. Subsequent plan amendments are amortized as a level
percentage of pay over a closed 20 year period. Gains and losses that occur in the operation of the
plan are amortized over a rolling period, which results in an amortization of 10% of unamortized

33



SACRAMENTO METROPOLITAN AIR QUALITY MANAGEMENT DISTRICT
NOTES TO THE FINANCIAL STATEMENTS

JUNE 30, 2008

13.

gains and losses each year. Gains and losses that occur in the operation of the plan are amortized
over a rolling 30 year period. If the plan’s accrued liability exceeds the actuarial value of plan
assets, then the amortization payment on the total unfunded liability may not be lower than the
payment calculated over 30 year amortization period. The District’s contribution to CalPERS made
on behalf of it’s employees for the years ended June 30, 2008, 2007 and 2006 were $549,590,
$524,188 and $465,381, respectively.

Three-Year Trend Information for The District

Fiscal Year Annual Pension Percentage of Net Pension
Ending Cost (APC) APC Contributed Obligation
6/30/06 § 628,078 100% § 0
6/30/07 697,945 100% 0
6/30/08 787,883 100% 0

DEFERRED COMPENSATION PLAN

The District offers its employees an elective deferred compensation plan created in accordance with
Internal Revenue Code Section 457. The plan permits a portion of the employees’ salary to be
deferred into future years. These funds are not available to employees until termination, retirement,
death or unforeseen emergency.

The deferred compensation plan contributions are invested in various investment funds selected by
the participating employees. The available investment options include a fixed return fund, stock
fund, bond fund and a money market fund. All amounts of compensation deferred under the plan and
all income attributed to those amounts are held in trust for the exclusive benefit and use of plan
participants and their beneficiaries per federal legislation dated January 1, 1999.
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SACRAMENTO METROPOLITAN AIR QUALITY MANAGEMENT DISTRICT

SCHEDULE OF REVENUES, EXPENDIUTRES, AND CHANGES IN FUND BALANCES
GENERAL FUND - BUDGET AND ACTUAL

FOR THE FISCAL YEAR ENDED JUNE 30, 2008

Revenues:
Taxes
Intergovernmental
Licenses and permits
Interest
Civil settlements
Miscellaneous

Total revenues

Expenditures:
Salaries and benefits
Services and supplies
Equipment
Interfund charges
Contigency appropriation
Total expenditures

Net Change in Fund Balance

Variance with

Final Budget
Budgeted Amounts Actual Positive
Original Final Amounts (Negative)
$ 11,585,501 $ 11,585,501 9,069,286 $ (2,516,215)
7,988,648 7,988,648 7,754,619 (234,029)
4,814,305 4,814,305 5,995,576 1,181,271
275,000 275,000 1,086,702 811,702
450,000 450,000 410,394 (39,606)
80,000 80,000 - (80,000)
25,193,454 25,193,454 24,316,577 (876,877)
10,959,562 10,959,562 9,993,878 965,684
22,329,068 22,329,068 13,200,152 9,128,916
360,400 360,400 226,666 133,734
840,000 840,000 360,091 479,909
450,000 450,000 - 450,000
34,939,030 34,939,030 23,780,787 11,158,243
$  (9,745,576) $  (9,745,576) 535,790 $ 10,281,366

Note: Basis of budgeting is the same as GAAP.
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SACRAMENTO METROPOLITAN AIR QUALITY MANAGEMENT DISTRICT
SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS

FOR THE FISCAL YEAR ENDED JUNE 30, 2008

Federal
CFDA Total
Grant # Number Expenditures
U.S Environmental Protection Agency
Air Polution Control Program Support * A 00903107 66.001 $ 1,756,086
Surveys, Studies, Investigations, etc. PM 97981101 66.034 152,185
1,908,271
U.S. Highway Planning and Construction
Passed through the California Department of Transportation
Highway Planning and Construction CML -6236 20.205 771,438
5 2679709

Total Revenues & Expenditures related to grants

* tested as a major program

Note: Basis of Presentation

The accompanying schedule of expenditures of federal awards includes the federal grant activity
of Sacramento Metropolitan Air Quality Management District and is presented on the modified
accrual basis of accounting. The information in this schedule is presented in accordance with the
requirement of OMB Circular A-133 Audits of States, Local Governments and Non-Profit
Organizations. Therefore, some amounts presented in this schedule may differ from amounts
presented in, or used in the preparation of, the basic financial statements.
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STATISTICAL SECTION

This Part of the Sacramento Metropolitan Air Quality Management District’s (District)
comprehensive financial report presents detailed information as a context for
understanding what the information in the financial statements, note disclosures, and
required supplementary information says about the District’s overall financial health.

Contents
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Financial Trends

These schedules contain trend information to help the reader
understand how the District’s financial performance and
well-being have changed over time.

38

Revenue Capacity

These schedules present information to help the reader asses
the District’s own source revenue, permits and fees.

45

Demographic and Economic Information

These schedules offer demographic and economic indicators
to help the reader understand the environment within which
the Districts financial activities take place.

46

Operating Information

These schedules contain service and infrastructure data to
help the reader understand how the information in the
District’s financial report relates to the services the District
provides and the activities it performs.
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Governmental Activities
Investmentin capital assets, net of related debt
Restricted
Unrestricted

Total governmental activities netassets

Business-type Activities
Investmentin capital assets, net of related debt
Restricted
Unrestricted

Total business-type activities net assets

Primary government
Investmentin capital assets, net of related debt
Restricted
Unrestricted

Total primarygovernment net assets

Sacramento Metropolitan Air Quality Management District
Schedule 1
Net Assets By Component
Last Seven Fiscal Years
(acccrual basis ofaccounting)
(unaudited)

2002 2003 2004 2005 2006 2007 2008
$ 498,407 $ 438,058 $ 442652 § 540,968 $ 522,329 535,979 624,503
7,007,300 6,052,316 7,230,914 8,739,934 10,118,952 17,846,829 18,471,262
1,868,941 1,584,646 1,345,006 4,246,705 4,627,737 3,422,783 3,150,700
$ 9374648 $ 8,075,020 $ 9,018572 $ 13,527,607 $ 15,269,018 21,805,591 22,246,465
$ - $ 48,391 $ 87,828 § 173,753 $ 230,782 313,326 335,681
24,960 (14,005) 2,344 (4,485) 107,212 287,763 323,454
$ 24,960 $ 34,386 $ 90,172 § 169,268 $ 337,994 601,089 659,135
$ 498,407 $ 486449 $ 530480 $ 714721 $ 753,111 849,305 960,184
7,007,300 6,052,316 7,230,914 8,739,934 10,118,952 17,846,829 18,471,262
1,893,901 1,570,641 1,347,350 4,242,220 4,734,949 3,710,546 3,474,154
$ 9,399,608 $ 8,109406 $ 9,108,744 $ 13,696,875 $ 15,607,012 22,406,680 22,905,600




Expenses

Gowernmental Activities
Stationary source activities
Mobile source activities
Program coordination activities
Strategic planning activities
Depreciation expense-unallocated

Total governmental activities

Business-type activities
Building operations and obligations

Total primary government expenses  $

Program Revenues

Gowernmental Activities

Charges for senices
Stationary source activities
Mobile source activities
Program coordination activities

Operating grants and contributions
Stationary source activities
Mobile source activities
Program coordination activities
Strategic planning activities

Total governmental activities

Business-type activities
Building operations and obligations

Total primary government
program revenues

Net (Expense) Revenue
Government activities
Business-type activities
Total primary government
net (expenses) revenue

General revenues

Gowernmental activities
Grants and subventions
Interest
Penalties/Settlements
Other revenue
Merchandise sales
Transfers

Total governmental activities

Business-type activities

Interest

Transfers
Total business-type activities
Total Primary government revunue

Change in net assets
Government activities
Businees-type activities
Total Primary government

Sacramento Metropolitan air Quality Management District
Schedule 2
Changes in Net assets - Last Seven Fiscal Years
(accrual basis of accounting)

(unaudited)

2002 2003 2004 2005 2006 2007 2008
3,069,339 $ 3,556,848 $ 3,799,477 $ 3,231,647 $ 4,703,166 $ 5,091,593 § 5,192,799
6,190,306 7,156,116 4,635,708 3,017,870 6,902,841 11,450,669 11,310,141
2,066,422 2,315,572 3,022,409 2,600,064 2,943,252 3,883,940 3,519,465
1,498,100 2,203,235 1,953,334 2,042,282 2,594,043 3,593,197 3,715,156
71,380 72,670 69,606 80,979 103,278 112,904 138,142
12,895,547 15,304,441 13,480,534 10,972,842 17,246,580 24,132,303 23,875,703
182,301 634,486 670,663 692,099 699,799 740,111 811,392
13,077,848 $ 15,938,927 $ 14,151,197 $ 11,664,941 $ 17,946,379 $ 24,872,414 $ 24,687,095
3,179,781 $ 3,791,056 $ 3,474,961 $ 4,976,879 $ 4,072,422 $ 6,163,810 $ 4,617,658
292 93,075 2,021 - 5,046,606 - -
99,401 34,621 108,951 204,833 612,827 (111,894) 41,879
1,354,452 1,134,974 2,227,170 1,926,643 735,527 1,365,145 298,000
3,754,638 525,458 1,084,535 938,192 510,366 13,831,821 7,796,251
902,968 714,608 1,355,669 1,172,739 467,643 867,950 2,382,599
331,088 277,451 511,281 442,290 204,377 379,326 554,018
9,622,620 6,571,243 8,764,588 9,661,576 11,649,768 22,496,158 15,690,405
150,186 452,746 476,329 481,608 840,666 974,720 837,381
9,772,806 $ 7,023,989 $ 9,240,917 $ 10,143,184 $ 12,490,434 $ 23,470,878 $ 16,527,786
(3,272,927) $ (8,733,198) $ (4,715,946) $ (1,311,266) $ (5,596,812) $ (1,636,145) $  (8,185,298)
(32,115) (181,740) (194,334) (210,491) 140,867 234,609 25,989
(3,305,042) $ (8,914,938) $ (4,910,280) $ (1,5621,757) $ (5,455,945) $ (1,401,536) $ _ (8,159,309)
4,430,832 $ 6,948,200 $ 5,408,517 $ 5,386,522 $ 5,902,833 § 6,090,320 $§ 6,884,648
293,122 117,229 65,123 183,162 524,224 991,786 1,086,702
603,558 519,065 410,394 516,945 911,166 1,090,612 654,822
870 19,069 - - - - -
1,310 - - - - - -
(50,389) (169,993) (224,536) (266,328) - - -
5,279,303 7,433,570 5,659,498 5,820,301 7,338,223 8,172,718 8,626,172
6,686 21,173 25,584 23,259 27,859 28,486 32,058
50,389 169,993 224,536 266,328 - - -
57,075 191,166 250,120 289,587 27,859 28,486 32,058
5,336,378 $ 7,624,736 $ 5,909,618 $ 6,109,888 $ 7,366,082 $ 8,201,204 $ 8,658,230
2,006,376 $ (1,299,628) $ 943,552 $ 4,509,035 $ 1,741,411 § 6,536,573 $ 440,874
24,960 9,426 55,786 79,096 168,726 263,095 58,047
2,031,336 $ (1,290,202) $ 999,338 $ 4,588,131 $ 1,910,137 $ 6,799,668 $ 498,921
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General Fund
Reserved $
Unreserved

Total General Fund $

ot

Sacramento Metropolitan Air Quality Management District

1999 2000 2001

Schedule 3
Fund Balances of Government Funds
Last Ten Fiscal Years
(modified accrual basis of accounting)
(unaudited)

2002 2003 2004 2005 2006 2007 2008

1,862,149 $ 2,051,136 $ 3,003,732 $
897,000 544,000 4,229,604

7,007,300 $ 6,052,316 $ 7,230,914 $ 9,179,982 $ 10,118,952 $ 13,558,198 $ 16,637,844
2,188,820 1,981,459 1,756,185 4,246,705 5,144,677 8,295,221 5,751,365

2,759,149 $ 2,595,136 $ 7,233,336 $

9,196,120 $ 8,033,775 $ 8,987,099 $ 13,426,687 $ 15,263,629 $ 21,853,419 $ 22,389,209




Revenues:
Licenses,permits and fees $
DMV Surcharge
Measure A (half-cent sales tax)
Taxes(DMV, half-cent sales tax)
Local government aid
State subvention/programs
Federal grants
Intergovernmental (includes EPA 105 grant funding)
Penalties/civil settlements
Interest
Increase in Fair Value of hvestments
Miscellaneous

Total revenue $
Expenditures:

Salaries and employee benefits $

Insurance

Building rent

Equipment rent and lease
Supplies and senices purchased
Contract and special services
Transportation
Interfund Charges
Capital outlay
Total expenditures $

Excess (deficiency) of revenues over (under) expenditures $
Other financing uses:

Interfund transfers out
Net increase(decrease) in fund balance $

v

Sacramento Metropolitan Air Quality Management District
Schedule 4
Changes in Fund Balances of Government Funds
Last Ten Fiscal Years
(modified accrual basis of accounting )

(unaudited)
1999 2000 2001 2002 2003 2004 2005 2006 2007 2008
2,290,646 $ 2,423,656 2,148,462 $§ 3,302,226 § 4,384,515 § 3998973 $§ 5364569 $ 5903839 $§ 6,786,546 $ 6,405,970
- - - 3,977,340 4,102,077 4,252,331 4,626,697 6,412,378 6,559,583 6,560,006
- - - 425,512 2,846,123 1,153,541 759,621 1,592,717 1,713,010 2,509,280
4,271,511 4,447,434 4,370,895 - - - - - - -
- - - 85,710 284,073 455,686 36,338 310,360 182,221 50,994
- - - 5,163,077 813,430 2,235,914 3,384,774 2,636,919 11,058,290 5,023,916
- - - 1,094,361 1,554,988 2,487,055 1,393,044 1,607,552 3,377,440 2,679,709
1,171,552 3,476,100 7,199,096 - - - - - - -
- - - 603,558 - - - - - -
109,323 130,235 191,886 293,121 117,229 65,123 183,162 524,224 991,786 1,086,702
10,012 - - - - - - - - -
1,013,186 754,420 1,133,772 7,408 72,369 - - - - -
8,866,230 $ 11,231,845 § 15,044,111 $ 14,952,313 $§ 14,174,804 $ 14,648,623 $ 15748,205 $ 18,987,989 $ 30,668,876 $ 24,316,577
4507484 § 4778274 § 4590651 $§ 5411654 $§ 5927855 $§ 6,210,330 $ 6,637,130 $§ 8,150,698 $§ 8933557 $§ 9,993,878
- - - 51,110 73,525 71,872 70,553 87,799 75,810 97,389
- - - 229,943 - - - - -
- - - - 164,707 121,561 180,065 39,138 50,223 55,969
3,361,040 6,607,835 5,529,880 952,911 603,107 1,202,517 1,291,269 2,261,860 2,009,539 1,928,221
- - - 6,079,269 8,385,644 5,790,283 2,683,977 6,526,913 12,883,403 11,478,664
- - - 96,130 - - - - -
590,438 587,216 277,580 410 - - - - -
166,583 36,540 10,800 117,713 12,319 74,200 179,295 84,639 126,554 226,666
8,715,545 $ 12,009,865 $_ 10,408,911 $ 12939,140 $ 15,167,157 $ 13,470,763 $ 11,042,289 $§ 17,151,047 $ 24,079,086 $ 23,780,787
150,685 $ (778,020) $§  4,635200 $ 2,013,173 § (992,353) § 1,177,860 $ 4,705916 $ 1,836,942 § 6,589,790 $ 535,790
- - - - 169,993 224,536 266,328 - - -
150,685 $ (778,020) $  4,635200 $ 2,013,173 $§  (1,162,346) $ 953,324 $ 4439588 $ 1,836,942 $ 6,589,790 $ 535,790




Sacramento Metropolitan Air Quality Management District

Schedule 5

Schedule of General Government Expenditures by Major Object (Budgetary Basis)

Last Ten Fiscal Years (Unaudited)

Salaries & Services & Equipment/Fixed Interfund Increase
Fiscal Year Benefits Supplies Assests Charges Reserves Building Lease Contingency Total
98-99 5,033,977 4,638,056 196,905 604,369 - - 10,473,307
99-00 5,182,140 7,962,688 75,500 605,644 - - 13,825,972
00-01 5,341,532 8,306,394 113,800 598,413 - - 14,360,139
01-02 5,805,580 6,597,919 197,401 658,817 - - 13,259,717
02-03 6,178,752 13,725,264 64,997 1,046,403 410,763 - 21,426,179
03-04 6,886,307 11,617,722 121,001 432,824 493,273 106,895 19,658,022
04-05 7,340,221 8,740,742 224,100 435,672 757,100 300,000 17,797,835
05-06 8,929,314 17,878,385 281,100 436,000 777,502 300,000 28,602,301
06-07 9,500,743 26,180,780 227,500 414,682 881,996 450,000 37,655,701
07-08 10,959,562 22,329,068 360,400 840,000 910,000 450,000 35,849,030

The budgeted expenditures represent the adopted budget adjusted for Board approved modifications based on new or modified expenditures.
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Schedule 6

Sacramento Metropolitan Air Quality Management District

Schedule of General Government Expenditures by Function

Last Seventeen Years (Unaudited)

Salaries & Services & Payments to Interfund
Fiscal Year Benefits Supplies Gov'ts Charges Capital Outlay Total
91-92 6,334,071 $ - - -5 176,102 $ 6,510,173
92-93 8,580,695 - - - 232,213 8,812,908
93-94 8,328,717 - - - 190,349 8,519,066
94-95 3,674,488 2,906,606 214,959 1,058,344 40,362 7,894,759
95-96 4,026,607 3,135,077 185,405 768,608 59,799 8,175,496
96-97 4,229,087 3,408,243 - 557,191 365,634 8,560,155
97-98 4,554,910 3,625,489 - 599,184 87,775 8,867,357
98-99 4,597,484 3,361,040 - 590,438 166,583 8,715,545
99-00 4,778,274 6,607,835 - 587,216 36,540 12,009,865
00-01 4,590,651 5,529,880 - 277,580 10,800 10,408,911
01-02 5,411,654 7,409,773 - 50,389 117,713 12,989,529
02-03 5,927,855 9,226,983 - 169,993 12,319 15,337,150
03-04 6,210,330 7,186,233 - 224,536 74,200 13,695,299
04-05 6,637,130 4,225,864 - 266,328 179,295 11,308,617
05-06 8,150,698 8,915,710 - - 84,639 17,151,047
06-07 8,933,557 15,018,975 - - 126,554 24,079,086
07-08 9,993,878 13,560,243 - - 226,666 23,780,787

Note: Expenditures were previously reported in financial statements under the categories of Health & Sanitation (which
included Salaries & Benefits, Services & Supplies, Payments to Gov'ts, Interfund Charges) and Capital Outlay.
Prior to FY 94-95, this information is not available broken out by category.
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Sacramento Metropolitan Air Quality Management District
Schedule 7
Schedule of General Government Revenues by Source
Last Seventeen Years (Unaudited)

Increase in
Licenses/ Use of Money & Fair Value of
Fiscal Year Taxes Intergovernmental Permits Property Investments Miscellaneous Total
91-92 3,594,956 $ 1,127,509 $ 1,650,640 $ 63,632 $ - 503,487 6,940,224
92-93 3,259,872 1,421,355 2,039,320 83,816 - 324,721 7,129,084
93-94 4,074,433 1,249,979 1,622,493 46,077 - 825,982 7,818,964
94-95 3,860,464 1,793,511 1,384,835 46,837 - 460,715 7,546,362
95-96 3,822,954 1,636,288 1,978,135 54,990 - 810,871 8,303,238
96-97 4,186,164 1,708,472 2,146,634 56,307 - 642,773 8,740,350
97-98 3,896,484 1,594,112 2,211,854 79,639 7,970 1,314,569 9,104,628
98-99 4,271,511 1,171,552 2,290,646 109,323 10,012 1,013,186 8,866,230
99-00 4,447,434 3,476,100 2,423,656 130,235 - 754,420 11,231,845
00-01 4,370,895 7,199,096 2,148,462 191,886 - 1,133,772 15,044,111
01-02 4,402,852 6,343,148 3,302,226 293,121 - 610,966 14,952,313
02-03 6,948,200 2,652,492 3,904,695 117,229 - 552,188 14,174,804
03-04 5,405,872 5,178,655 3,998,973 65,123 - - 14,648,623
04-05 5,386,318 4,814,156 5,364,569 183,162 - - 15,748,205
05-06 8,005,095 4,554,831 5,903,839 524,224 - - 18,987,989
06-07 8,272,593 14,617,951 6,786,546 991,786 - - 30,668,876
07-08 9,069,286 7,754,619 6,405,970 1,086,702 - - 24,316,577

Note-Increase in Fair Value of Investments is recorded as a result of GASB Statment No. 31.
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Sacramento Metropolitan Air Quality Management District
Schedule 8
Own Source Government Revenue Base
Last Ten Years (Unaudited)

Year Active Permits Actual Revenue
1999 2,639 (1)

2000 2,842 (1)

2001 3,129 (1)

2002 3,232 $1,933,231
2003 3,373 $2,161,977
2004 3,508 $2,362,409
2005 3,763 $2,464,720
2006 3,819 $2,529,261
2007 4,006 $2,757,297
2008 4,060 $2,974,293

Source: Sacramento Metropolitan Air Quality Management District

Stationary Source Data Base
Jorge DeGustman, Program Supervisor
(1) Not available



Sacramento Metropolitan Air Quality Management District
Schedule 9
Demographic Information
Last Seventeen Years (Unaudited)

County Per  County

County Population  County Total Personal Capita Unemployment

Year (January 1) Income Income Rate

1992 1,099,058 (1 (1 8.3%
1993 1,121,239 (1 (1 8.4%
1994 1,130,363 (1 (1 7.2%
1995 1,149,187 (1 (1 6.8%
1996 1,123,400 $26,560,408 $22,983 6.2%
1997 1,140,591 $28,050,979 $23,978 5.6%
1998 1,159,800 $30,179,191 $25,433 5.0%
1999 1,177,800 $32,018,953 $26,535 4.3%
2000 1,223,499 $35,016,668 $28,460 4.3%
2001 1,252,443 $37,225,183 $29,386 4.5%
2002 1,287,077 $38,649,539 $29,686 5.7%
2003 1,317,579 $40,789,349 $30,686 5.9%
2004 1,345,208 $43,462,957 $32,192 5.6%
2005 1,368,192 $45,653,787 $33,521 5.0%
2006 1,387,771 $48,313,850 $35,197 4.8%
2007 1,406,804 2) 2) 5.5%
2008 (2) (2) (2) (2)

Source: California State Department of Finance

Demographic Research Unit
City/County Population Estimates
(1) No longer availiable
(2) Not yet availiable



Sacramento Metropolitan Air Quality Management District
Schedule 10
Vehicle Registrations (Automobiles & Trucks)
Last Fifteen Calendar Years

(unaudited)

Vehicles Registered
Year (As of December 31)
1994 904,094
1995 868,669
1996 897,848
1997 860,795
1998 919,373
1999 948,829
2000 991,020
2001 1,044,101
2002 1,098,045
2003 1,110,073
2004 1,187,166
2005 1,181,625
2006 1,174,309
2007 (2)
2008 (2)

Source: Department of Motor Vehicles

Estimated Fee-Paid Registrations by County

(1) No longer awilable
(2) Not yet awailable



Sacramento Metropolitan Air Quality Management District
Schedule 11
District Staff Position List
Last Ten Years (Unaudited)

Full-Time Equivalent Employees as of June 30
1999 2000 2001 2002 2003 2004 2005 2006 2007 2008

FUNCTION:
Accountant I/l
Administrative Assistant VIl
Administrative/Legal Analyst
Air Pollution Control Officer/Executie Director
Air Quality Instrument Specialist I/1l
Associate Air Quality Engineer
Associate Air Quality Planner Analyst
Associate Air Quality Specialist
Associate Communications & Marketing Specialist 2.
Associate Personnel Analyst
Assistant Air Quality Engineer
Assistant Air Quality Planner Analyst
Assistant Air Quality Specialist
Asst/Assoc Air Quality Planner/Analyst (reclass 2006 to Air
Quality Planner/Analyst) -
Engineer)
Specialist) -
Asst/Assoc Communications/Marketing Specialist -
Human Resources Officer
Clerical Senices Supenisor
Deputy District Counsel
District Accountant/Controller
District Counsel
District Counsel Legal Assistant
Division Manager
Executive Assistant/Clerk to the Board
Fiscal Assistant VI
Information Systems Analyst/ Information Systems Administrator
Assistant Information Systems Analyst/Information Systems Analyst
Office Assistant /Il
Personnel Assistant I/ll/Human Resource Assistant Il
Program Coordinator
Program Supenisor
Secretary
Senior Accountant
Senior Communications & Marketing Specialist
Statistician
Total Funded Positions
Note: Funded Positions may \ary from budget due to changes in
staffing during the fiscal year
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Positions Unfunded

Asst/Assoc. Communications/Marketing Specialist - 1 - 1 1 1 - - - -
Depulty District Counsel - 1 - 1 1 - - - - -
Asst/Assoc. Air Quality Engineer - - - 1 1 - - - - -
Air Quality Engineer (LT) - - - - - - - 1 1 -
Air Quality Specialist (LT) - - - - - - - 1 1 -

Total Positions Unfunded - 2 - 3 3 1 - 2 2 -

The FTEs were collected from the SMAQMD Budget
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