Agenda Item 6

FEATHER RIVER AIR QUALITY MANAGEMENT DISTRICT

MEMORANDUM
212712023
TO: FRAQMD BOARD OF DIRECTORS
FROM: Christopher D. Brown AICP, APCO

SUBJECT: Receive and accept the auditor’s independent report for FY 20/21 Independent
Audit

RECOMMENDATION:

Receive and accept the auditor's independent report for FY 2020/2021.

ALTERNATIVES:

Provide direction to staff

BACKGROUND:

An independent audit was performed for fiscal year ending 2021 by Smith & Newell. This is the
audit presented before the Board.

DISCUSSION:

There was one audit finding the auditor did list starting on Page 44, recommending that all
major special revenue funds have a legally adopted budget.

Finding #2021-001: Budget, corrected as of 04/19/21.

The District is continuing to implement a new budgeting format and process with the
assistance of Shawna Fitzgerald of Creating Answers.

Shawna Fitzgerald will be present to report on the audit and take any questions from the Board
of Directors.
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SMITH & NEWELL

CERTIFIED PUBLIC ACCOUNTANTS

INDEPENDENT AUDITOR’S REPORT

To the Board of Directors
Feather River Air Quality Management District
Yuba City, California

Report on the Financial Statements

We have audited the accompanying financial statements of the governmental activities and each major
fund of Feather River Air Quality Management District, California (District), as of and for the year ended
June 30, 2021, and the related notes to the financial statements, which collectively comprise the District’s
basic financial statements as listed in the table of contents.

Management’s Responsibility for the Financial Statements

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

Auditor’s Responsibility

Our responsibility is to express opinions on these financial statements based on our audit. We conducted
our audit in accordance with auditing standards generally accepted in the United States of America and the
standards applicable to financial audits contained in Government Auditing Standards, issued by the
Comptroller General of the United States. Those standards require that we plan and perform the audit to
obtain reasonable assurance about whether the financial statements are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the
financial statements. The procedures selected depend on the auditor’s judgment, including the assessment
of the risks of material misstatement of the financial statements, whether due to fraud or error. In making
those risk assessments, the auditor considers internal control relevant to the entity’s preparation and fair
presentation of the financial statements in order to design audit procedures that are appropriate in the
circumstances, but not for the purpose of expressing an opinion on the effectiveness of the entity’s internal
control. Accordingly, we express no such opinion. An audit also includes evaluating the appropriateness
of accounting policies used and the reasonableness of significant accounting estimates made by
management, as well as evaluating the overall presentation of the financial statements.

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

o
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To the Board of Directors
Feather River Air Quality Management District
Yuba City, California

Opinions

In our opinion, the financial statements referred to above present fairly, in all material respects, the
respective financial position of the governmental activities and each major fund of the District as of June
30, 2021, and the respective changes in financial position thereof for the year then ended in accordance
with accounting principles generally accepted in the United States of America.

Other Matters

Required Supplementary Information

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

Other Information

Our audit was conducted for the purpose of forming opinions on the financial statements that collectively
comprise the District’s basic financial statements. The introductory section is presented for purposes of
additional analysis and is not a required part of the basic financial statements.

The introductory section has not been subjected to the audxtmg procedures applied in the audit of the basic
financial statements and, accordingly, we do not express an opinion or provide any assurance on it.

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated January 23, 2023,
on our consideration of the District’s internal control over financial reporting and on our tests of its
compliance with certain provisions of laws, regulations, contracts, and grant agreements and other matters.
The purpose of that report is solely 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 effectiveness
of the District’s internal control over financial reporting or on compliance. That report is an integral part
of an audit performed in accordance with Government Auditing Standards in considering the District’s
internal control over financial reporting and compliance.

W'\'/‘}M‘W

Smith & Newell CPAs
Yuba City, California
January 23, 2023
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541 Washington Avenue
Yuba City, CA 95991
(530) 634-7659

FAX (530) 634-7660

www.fragmd.org

Christopher D. Brown, AICP
Air Pollution Control Officer

Serving Sutter and Yuba Counties

Citizens of Sutter and Yuba Counties and
Members of the Board of Directors

This discussion and analysis of the Feather River Air Quality Management District (the "District")
financial performance provides an overview of the District's financial activities for the fiscal year
ended June 30, 2021. Please read it in conjunction with accompanying basic financial statements.

FINANCIAL HIGHLIGHTS

The assets and deferred outflows of resources of the District exceeded liabilities and
deferred inflows of resources at the close of fiscal year 2020-21 by $4,463,377 (net
position). For governmental activities, $1,229,924 is unrestricted, $3,059,722 is
restricted and must only be used for specific purposes and $173,731 is the net
investment in capital assets.

The District's total net position for the primary government decreased by $486,302 over
the prior year. Of this amount, net investment in capital assets, increased by $2,535 (net)
and represents the District's continued investment in and depreciation of capital assets.
The District's total long-term liabilities increased by $55,301 primarily as a result of an
increase in the District's net pension liability.

As of June 30, 2021, the District's governmental funds reported combined fund
balances of $5,729,142, a decrease of $353,805 in comparison with the prior year.
Amounts available for spending include restricted, committed, assigned and
unassigned fund balances and total $5,710,932 of ending fund balance. Of this
amount, $3,059,722 is restricted by law or externally imposed requirements,
548,884 is committed for specific purposes and $362,419 is assigned for specific
purposes based on the intent of the Board of Directors.

At the end of the fiscal year, unassigned fund balance for the General Fund, the
District's largest fund, was $2,239,907 or 68% of total General Fund balance.

OVERVIEW OF THE 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 consist of three sections: 1) government-wide
financial statements, 2) fund financial statements and 3) notes to the financial statements. These
sections are described as follows:






