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Supemison Disrict REGULAR MEETING NOTICE OF THE
Tob KIMMELSHUE BUTTE COUNTY AIR QUALITY

Supervivor, Diwiet MANAGEMENT DISTRICT GOVERNING BOARD

DOUG TEETER
SLZJLeSvisor, District #5 May 26, 2022 - 10:00 a.m.

CHUCK NUCHOLS
Councilmember, Biggs

Meeting Location:
ALEX BROWN Butte County Association of Governments Board Room

Councilmember, Chico . . . . .
326 Huss Drive, Suite 100, Chico, California
CHUCK REYNOLDS

Mayor, Oroville

ROSE TRYON
Councilmember, Paradise

Members of the public are encouraged to attend the meeting in real time using the Zoom information listed below.
Please note: To join the video conference, you will need a webcam and computer audio (speakers and
microphone). If you do not have either, you may dial 1-669-900-9128 to join by audio only.

https://lus02web.zoom.usl/j/87111751705?pwd=em1GWGk2cVJZTExqY mwraGw2T1pqdz09
Zoom Meeting ID: 871 11751705 Passcode: 298155

The Governing Board is committed to making its proceedings accessible to all citizens. Individuals with special needs
should call the Clerk of the Board at (530) 332-9400, Monday through Friday, 7:30 a.m. to 4:30 p.m. to request disability-
related modifications, accommodations or to request materials in alternate formats. All requests for special
accommodations and/or alternative format documents must be made 48 hours prior to the meeting. Every reasonable
attempt will be made to provide such accommodations.

1. Call to Order and Roll Call. Chair
2. Additions and Deletions to the Consent Agenda.

CONSENT AGENDA

3.1 Minutes of the April 28, 2022, Meeting of the Board of Directors. Cora Collins
3.2 Activity Report on Butte County Air Quality Management District Activities. Stephen Ertle
3.3 Financial Status Report for Fiscal Year 2021-2022. Aleah Ing

3.4 Status Report on Calendar of Events. Stephen Ertle
3.5 Status Report on Communications. Cora Collins
3.6 AB 197 Emission Inventory District Grant YR 5 (Resolution 2022-18). Stephen Ertle

629 Entler Avenue, Suite 15 ¢ Chico, CA 95928


https://us02web.zoom.us/j/87111751705?pwd=em1GWGk2cVJZTExqYmwraGw2T1pqdz09

Agenda for May 26, 2022
BCAG Board Room
Meeting is scheduled to begin at 10:00 a.m.

REGULAR AGENDA
ITEMS FOR ACTION
4. Items removed from the consent agenda for Board consideration and action - if any.

5. Initial Public Hearing for Proposed Fiscal Year 2022-2023 Budget: Hold Hearing
(Adoption Hearing scheduled for the June 23 Board Meeting).

6. Approve Fiscal Year 2021-2022 Community Air Protection Incentives Application -
Year 4 (Resolution 2022-15).

7. Appoint Hearing Board Members (Resolution 2022-16).

8. Approve District Fiscal Policy and Update Reserve Policy (Resolution 2022-17 and
2022-19).

9. Approve CalPERS Retirement and District OPEB Reports.

ITEMS FOR INFORMATION

10. Annual Report on District Deferred Compensation Program.

11.  Other Business.

12. Public Comment Period. Any person may address the Board of Directors on any matter
within the jurisdiction of the Board that is not on the agenda for this meeting. Any person
may address the Board on an agendized item when that time is called. The chair requests
that each person addressing the Board limits their presentation to five (5) minutes.

13. Adjourn to Closed Session.

Conference with Labor Negotiators. (Government Code Section 54957.6)

Agency designated representatives: Stephen Ertle and Greg Einhorn

Employee organization: Butte County Air Quality Management District Employees
Association

14. Report From Closed Session.

ADJOURNMENT

15. The next Board of Directors Meeting is scheduled for June 23, 2022, at 10:00 a.m. at

the Butte County Association of Governments Board Room, 326 Huss Drive,
Suite 100, Chico, California.

Chair

Aleah Ing ~
Stephen Ertle
Jason Mandly

Kelly Towne
Stephen Ertle

Aleah Ing

Aleah Ing ~
Mason Moore
Chair

Chair

Stephen Ertle ~
Greg Einhorn

Chair





































































































































































































































































































































































































































































May 6, 2022

Aleah Ing

Administrative Services Officer

Butte County Air Quality Management District
629 Entler Avenue

Suite 15

Chico, CA 95928

Re: July 1, 2021 GASB 75 Valuation for the Butte County Air Quality Management District

Dear Ms. Ing:

This report sets forth the results of our GASB 75 actuarial valuation of the Butte County Air Quality
Management District (District)'s other postemployment benefits (OPEB) plan as of July 1, 2021.
Governmental Accounting Standards Board (GASB) Statement No. 75 requires an actuarial valuation of
OPEB liabilities at least once every two years. This report may be compared with the valuation performed
by DFA as of July 1, 2019, to see how the liabilities have changed since the last valuation.

Under GASB 75, actuarial valuations may be rolled forward, up to a reporting date of 30 months and 1 day
following the valuation date, to produce note disclosures and required supplementary information for each
fiscal year end. Separate GASB 75 disclosure reports will be provided annually.

The results set forth in this report are based on census, benefit provisions, employee agreements,
premiums, contributions, and trust documents, if applicable, provided by the District. Certain assumptions
were made regarding rates of employee turnover, retirement, and mortality, as well as economic
assumptions regarding healthcare inflation and interest rates. A complete list of the actuarial assumptions
used in this valuation, as well as a glossary of terms, can be found at the end of the report.

We appreciate the opportunity to work on this report with the District. We are available to answer any
questions the District or its auditors may have regarding this report.

Sincerely,

Molly McGee, ASA, EA, FCA, MAAA
Consulting Actuary
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Butte County Air Quality Management District
GASB 75 Actuarial Valuation
as of July 1, 2021

Executive Summary

This report presents the results of the District's July 1, 2021 actuarial valuation of the OPEB plan. Actuarial
valuations determine, as of a valuation date, certain actuarial measurements that asses an employer’s
financial liability and annual costs.

Results of an actuarial valuation reflect plan census, benefit provisions, premium rates, decrement
assumptions, discount rate, and assets, if applicable, as of the valuation date. Future valuation results may
differ significantly to the extent that actual plan experience differs from the expected plan experience
detailed in this report. Future results are also dependent on any change to the discount rate and actual
experience of plan assets, if applicable.

The District's prior actuarial valuation was dated July 1, 2019 and the total OPEB liability at 5.33% was
$410,827. The District's current July 1, 2021 valuation has a discount rate of 6.25% and a total OPEB
liability of $465,800.

This valuation includes benefits for 6 retirees and 9 active employees who may become eligible to retire
and receive benefits in the future. It excludes employees hired after the valuation date.

The District's net OPEB liability as of July 1, 2021 is:

Discount rate 6.25%
Total OPEB liability $465,800
Plan fiduciary net position $153,140
Net OPEB liability $312,660
Plan fiduciary net position as a percentage of the total OPEB liability 32.88 %

The total OPEB liability includes both explicit and implicit subsidies. The explicit subsidy includes any
employer paid benefits for retirees. Explicit subsidies can include, but are not limited to, payments towards
medical, dental and vision coverage. The implicit subsidy values the difference between the expected
retiree claims and the actual premium charged for retiree coverage.

The District’s total OPEB liability in this valuation reflects the value of an explicit subsidy liability equal to
$297,009 and an implicit subsidy liability equal to $168,791.

The results of this actuarial valuation are intended to be used for the District's June 30, 2022 and June 30,
2023 disclosure reports. The next actuarial valuation is scheduled to be completed as of July 1, 2023. An
updated actuarial valuation may need to be completed at an earlier date if the District experiences any
significant changes to plan census, benefit provisions, or funding strategy. We are available to discuss any
changes to determine the significance and, if needed, any adjustments to future reporting dates.
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Butte County Air Quality Management District
GASB 75 Actuarial Valuation
as of July 1, 2021

Changes Since the Prior Valuation

The District’'s most recent prior valuation was completed as of July 1, 2019 and the total OPEB liability, at
5.33%, was $410,827. The District’s July 1, 2021 total OPEB liability, at 6.25%, is $465,800.

Several factors can cause the total OPEB liability to change over time. Liabilities often increase as
employees accrue more service and get closer to receiving benefits. Liabilities can decrease as benefits
are paid out. Other factors include changes in the plan census (including actual versus expected
termination, retirement, and mortality), changes in healthcare costs, and changes (updates) to the actuarial
assumptions and methodology for the current valuation.

The changes from July 1, 2019 to July 1, 2021 are as follows:

Total OPEB Liability as of July 1, 2019 $410,827
Changes due to plan experience
Passage of time (48,684)
Change in census - terminations, retirements, and mortality experience different 94,559
than expected
Change in premium rates - healthcare premiums different than expected 23,132
Changes due to assumptions or other inputs
Change in trend rate - update to assumed future medical trend (2,905)
Change in withdrawal - update to assumed future withdrawal 16,057
Change in mortality - update to assumed future mortality 13,266
Change in discount rate — 5.33% to 6.25% (40,452)
Total OPEB Liability as of July 1, 2021 $465,800
/\ 2| Page
i \ i\
Y



Butte County Air Quality Management District
GASB 75 Actuarial Valuation
as of July 1, 2021

Results
Discount Rate

GASB 75 requires a discount rate that reflects the long-term expected rate of return on OPEB plan
investments (if any) and a yield or index rate for 20-year, tax-exempt general obligation municipal bonds
with an average rating of AA/Aa or higher.

To determine the discount rate, the amount of the plan’s projected fiduciary net position (if any) and the
amount of projected benefit payments are compared in each future period.

At July 1, 2021, the District has an irrevocable trust account for prefunding OPEB liabilities. Plan assets are
expected to be sufficient. The discount rate used is 6.25%, equal to the long-term expected rate of return.

Liability Measurements

The present value of projected benefit payments for the District’s current and future retirees is $596,362 as
of July 1, 2021. If the District were to place this amount in a fund earning interest at the rate of 6.25% per
year, and all other actuarial assumptions were exactly met, the fund would have exactly enough to pay all
expected benefits to the current closed group of employees covered by benefit terms.

When the present value of projected benefit payments is allocated into past service and future service
components under the Entry Age, Level Percent of Pay Cost Method, the total OPEB liability is $465,800
as of July 1, 2021. This represents the present value of all benefits accrued through the valuation date if
each employee's liability is expensed from hire date until retirement date as a level percentage of pay.

The service cost is the portion of the present value of all benefits expected to be paid that are attributed to
the current valuation year.

These liability measurements could be visually represented as follows:

Present value of projected benefit payments

Service
Cost

Total OPEB liability

Future service costs
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Butte County Air Quality Management District
GASB 75 Actuarial Valuation

as of July 1, 2021

Results (cont.)

Valuation Results

Valuation date July 1, 2021
Discount rate 6.25%

Employees covered by benefit terms

Actives 9
Retirees 6
Total 15
Present value of projected benefit payments

Actives $340,272
Retirees 256,090
Total $596,362
Total OPEB liability (actuarial accrued liability)

Actives $209,710
Retirees 256,090
Total $465,800
OPEB plan fiduciary net position $153,140
Net OPEB liability (unfunded actuarial accrued liability) $312,660
Service Cost (beginning of year) $16,296

Sensitivity of the net OPEB liability

The change in net OPEB liability, if the District used a discount rate that is 1-percentage point lower or 1-
percentage-point higher than the current discount rate:

1% Decrease Discount Rate 1% Increase
(5.25%) (6.25%) (7.25%)
Net OPEB liability (asset) $356,902 $312,660 $274,437

The change in net OPEB liability, if the District used healthcare cost trend rates that are 1-percentage-point
lower or 1-percentage-point higher than the current healthcare cost trend rates:

1% Decrease Trend Rate 1% Increase
(4.20% current, (5.20% current, (6.20% current,
3.00% ultimate, 4.00% ultimate, 5.00% ultimate,
3.00% Medicare) 4.00% Medicare) 5.00% Medicare)
Net OPEB liability (asset) $269,052 $312,660 $364,288
7 4| Page
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Butte County Air Quality Management District
GASB 75 Actuarial Valuation
as of July 1, 2021

Actuarially Determined Contribution

An actuarially determined contribution is a potential payment to the plan determined using a contribution
allocation procedure. It is not a required contribution, but a measurement commonly used to prefund OPEB
benefits. The components of the actuarially determined contribution are an amortization of the net OPEB
liability, using a 30-year amortization as a level percentage of pay, the service cost at the beginning of the
year, and the interest amount to the end of the year.

Discount Rate 6.25%

Actuarially Determined Contribution (2021-22)

Amortization of Net OPEB Liability $16,261
Service Cost (beginning of year) 16,296
Interest 2,035
Total $34,592

Actuarially Determined Contribution (2022-23)

Amortization of Net OPEB Liability 16,749
Service Cost (beginning of year) 16,785
Interest 2,096
Total $35,630
/\ 5|Page



Butte County Air Quality Management District
GASB 75 Actuarial Valuation
as of July 1, 2021

Projected Benefits

The following projection of future benefit payments shows expected explicit subsidy and implicit subsidy
amounts separately.

An implicit subsidy is valued when claims costs for retirees are expected to be higher than the premium
charged, due to a pooled environment. If an employer provides retired employees with the option to
participate in the same health insurance pool as active employees, the premiums paid for coverage of active
employees are higher than what the premiums would be if the active employees were rated separately.

Explicit Subsidy

Year Beginning (pay-as-you-go) Implicit Subsidy Total
2021 $12,130 $18,616 $30,746
2022 16,649 24,540 41,189
2023 19,475 21,906 41,381
2024 18,155 24,821 42,976
2025 16,364 29,102 45,466
2026 14,207 15,557 29,764
2027 14,397 766 15,163
2028 19,472 3,225 22,697
2029 25,027 6,971 31,998
2030 32,423 10,694 43,117
2031 42,172 18,001 60,173
2032 41,530 20,933 62,463
2033 33,654 17,274 50,928
2034 27,219 19,003 46,222
2035 24,528 13,228 37,756
2036 31,229 9,274 40,503
2037 37,162 17,148 54,310
2038 34,241 18,193 52,434
2039 30,308 20,932 51,240
2040 25,531 21,694 47,225
2041 26,105 1,527 27,632
2042 37,588 6,516 44,104
2043 44,430 12,068 56,498
2044 40,137 15,112 55,249
2045 34,575 17,669 52,244
2046 28,088 18,615 46,703
2047 22,929 0 22,929
2048 22,515 0 22,515
2049 21,999 0 21,999
2050 21,384 0 21,384
2055 17,365 0 17,365
2060 15,573 22,698 38,271
2065 11,265 0 11,265
2070 8,002 0 8,002
2075 5,411 0 5,411

: 6|Page
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Butte County Air Quality Management District
GASB 75 Actuarial Valuation
as of July 1, 2021

Fiscal Year End Disclosure Report Tie In

The schedule of changes in the net OPEB liability shown below is consistent with the District’'s June 30,
2022 disclosure report. The District uses a lookback measurement period. For the reporting fiscal year
ending June 30, 2022, the measurement period is for fiscal year ending June 30,2021.

Increase (Decrease)

Total OPEB Plan Fiduciary Net OPEB

Liability (a) Net Position (b) Liability (a) — (b)
Balances at June 30, 2020 $386,284 $42,451 $343,833
Changes for the year:
Service cost 15,799 15,799
Interest 21,374 21,374
Changes of benefit terms 0 0
Difference between expected and 117,979 117,979

actual experience
Changes in assumptions or other inputs 12,556 12,556
Contributions — employer 188,192 (188,192)
Net investment income 10,708 (10,708)
Benefit payments (88,192) (88,192) 0
Administrative expenses (19) 19
Net changes 79,516 110,689 (31,173)
Balances at June 30, 2021 $465,800 $153,140 $312,660
/\ 7| Page



Butte County Air Quality Management District
GASB 75 Actuarial Valuation
as of July 1, 2021

Actuarial Certification

The results presented in this report are based on our actuarial valuation of the OPEB plan of the Butte
County Air Quality Management District (District) as of July 1, 2021. The valuation was performed in
accordance with generally accepted actuarial principles and practices. The actuarial assumptions and
methodologies used in these calculations are believed to be reasonable under the requirements set forth
in GASB 75 and the Actuarial Standards of Practice (ASOP).

Supporting documentation provided by the District was relied upon without audit. This information includes,
but is not limited to, census data, premiums, OPEB plan provisions, contributions, payroll, and any
applicable asset statements. The data was reviewed in accordance with ASOP 23. The valuation results,
and subsequent disclosure information, depend on the integrity of the provided information.

The results in this report were calculated with the assistance of ProVal actuarial valuation software. The
model was developed in 1994 and is maintained by Winklevoss Technologies (WinTech). Through ProVal,
WinTech provides valuation and projection software for both pension and other postemployment benefit
plans. We utilize ProVal in accordance with its intended purpose and have not identified any material
inconsistencies in the ProVal assumptions or outputs that would affect this valuation.

The undersigned actuary is a member of the American Academy of Actuaries and meets the qualification
standards to render the actuarial opinion contained in this report.

Certified by:

My Meder

Molly McGee, ASA, EA, FCA, MAAA
Consulting Actuary
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Butte County Air Quality Management District
GASB 75 Actuarial Valuation
as of July 1, 2021

Plan Provisions

Plan Description

The District sponsors a defined benefit OPEB plan that provides healthcare coverage under the California
Public Employees Medical and Hospital Care Act (PEMHCA), commonly referred to as PERS Health.
PEMHCA provides health insurance through a variety of Health Maintenance Organization (HMO) and
Preferred Provider Organization (PPO) options.

Benefits Provided

Eligible employees may retire and receive District-paid healthcare benefits in the amount of the PEMHCA
minimum employer contribution for their lifetime.

Employees hired before October 1, 2018 are eligible to receive an additional benefit. Eligible employees
retire with at least 10 years of service and obtain age 55 or 62, depending on their CalPERS pension
eligibility. The additional benefit is equal to one year of District-paid health premiums (medical, dental, and
vision). Employees who have an unused sick leave balance at retirement can receive, in addition to the one
year, one month of premium for every 8 hours of unused sick leave. As an alternative option, retirees can
receive an additional one month of premium for every 20 hours of unused sick leave for themselves and
their spouse or domestic partner.

The additional benefit is paid until the earlier of when the balance is exhausted or age 65. After the unused
sick leave balance is exhausted (or age 65), the retiree receives the PEMHCA minimum for life.

For the purposes of this valuation, it is assumed the employees hired before October 1, 2018 have a year’'s
worth of unused sick leave at retirement, and therefore receive paid health premiums for a total of 2 years.

The following select monthly premium rates were effective January 1, 2022:

Blue Shield
Coverage Access+ PERS Platinum PERS Gold Delta Dental VSP
Single $1,116.01 $1,057.01 $701.23 $47.16 $13.75
2 Party 2,232.02 2,114.02 1,402.46 96.15 20.68
Family 2,901.63 2,748.23 1,823.20
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Butte County Air Quality Management District
GASB 75 Actuarial Valuation
as of July 1, 2021

Census Data
The following table shows the age distribution of retirees included in the valuation:

Age Total
Under 55
55-59
60-64
65-69
70-74
75-79
80-84
85+
All Ages

DO ~ OO -~DNDNO

o))
o
©

Average Age:

The following table shows the age and service distribution of active employees included in the valuation:

Years of Service
Age 0-4 5-9 10-14 15-19 20-24 25-29 30-34 35+ Total
<25
25-29
30-34
35-39
40-44
45-49
50-54
55-59
60-64
65+
All Ages

APrlOO A2 OO OO -~
A0 0 ~~0000O0O0O0
NOOO ~~00-~0O0O0
clleleNeololoelellollolNolle]
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Average Age: 471
Average Service: 9.3
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Butte County Air Quality Management District
GASB 75 Actuarial Valuation
as of July 1, 2021

Assumptions

The liabilities set forth in this report are based on the actuarial assumptions described in this section.

Valuation Date: July 1, 2021
Actuarial Cost Method: Entry Age, Level Percent of Pay
Discount Rate: 6.25%
Salary Increases: 3.00%
Inflation Rate: 2.50%
Withdrawal: CalPERS Public Agency Miscellaneous (2021 CalPERS Experience Study)
Sample Rates:
Male Female
Entry Age Entry Age
Service 20 30 40 20 30 40
0 18.5% 16.3% 14.9% 19.4% 18.2% 17.3%
5 4.6 3.6 2.6 5.5 4.6 3.5
10 1.1 0.8 0.5 1.3 1.1 0.7
15 0.0 0.0 0.0 0.0 0.0 0.0
Pre-retirement Mortality: CalPERS Public Agency Miscellaneous and Schools Pre-Retirement

Mortality, with fully generational mortality improvement using 80% of MP-
2020 (2021 CalPERS Experience Study)

Post-retirement Mortality: CalPERS Public Agency Post-Retirement Mortality with fully generational
mortality improvement using 80% of MP-2020 (2021 CalPERS Experience
Study)
Retirement: Age Rate
59 25%
60 50%
61 50%
62 75%
63 100%
Medical Claim Cost: Annual Per Retiree or Spouse
Age Medical Dental and Vision
50 $11,352 $717
55 13,932 717
60 16,968 717
64 20,196 717
65 4,068 717
70 3,924 717
75 4,200 717
| /*\ 11| Page



Butte County Air Quality Management District
GASB 75 Actuarial Valuation
as of July 1, 2021

Assumptions (cont.)

Medical Trend: Sample Rates:
Year Pre-Medicare Medicare Dental and Vision
2021 - 2034 5.20% 4.00% 4.00%
2035 - 2049 5.00% 4.00% 4.00%
2050 — 2064 4.50% 4.00% 4.00%
2065 + 4.00% 4.00% 4.00%

Increase in CalPERS minimum: 3.50%

Percent Electing Coverage: 100% for those eligible for the supplemental benefit
50% for those eligible for PEMHCA minimum benefit

Spouse Coverage: Future retirees: 40%

Current retirees: Actual dependent data used.
Female spouses are assumed to be three years younger than male spouses.
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Butte County Air Quality Management District
GASB 75 Actuarial Valuation
as of July 1, 2021

Glossary

The following definitions are a selection of terms used throughout the report. A more extensive list of terms
can be found in the glossary section of Statement No. 75 of the Governmental Accounting Standards Board.
The definitions are intended to provide clarity in relation to how they are used in GASB 75. They are
organized in the order they appear in this report.

Other postemployment benefits (OPEB)

Benefits (such as death benefits, life insurance, disability, and long-term care) that are paid in the period
after employment and that are provided separately from a pension plan, as well as healthcare benefits paid
in the period after employment, regardless of the manner in which they are provided. OPEB does not include
termination benefits or termination payments for sick leave.

Actuarial present value of projected benefit payments
Projected benefit payments discounted to reflect the expected effects of the time value (present value) of
money and the probabilities of payment.

Total OPEB liability
The portion of the actuarial present value of projected benefit payments that is attributed to past periods of
employee service.

Service costs
The portions of the actuarial present value of projected benefit payments that are attributed to valuation
years.

Actuarially determined contribution

A target or recommended contribution to a defined benefit OPEB plan for the reporting period, determined
in conformity with Actuarial Standards of Practice based on the most recent measurement available when
the contribution for the reporting period was adopted.

Projected benefit payments
All benefits (including refunds of employee contributions) estimated to be payable through the OPEB plan
to current active and inactive employees as a result of their past service and their expected future service.

Healthcare cost trend rates

The rates of change in per capita health claims costs over time as a result of factors such as medical
inflation, utilization of healthcare services, plan design, and technological developments.
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May 6, 2022

Aleah Ing

Administrative Services Officer

Butte County Air Quality Management District
629 Entler Avenue

Suite 15

Chico, CA 95928

Re: June 30, 2022 GASB 75 Disclosure for the Butte County Air Quality Management District

Dear Ms. Ing:

This report provides the note disclosures and required supplementary information for the Butte County Air
Quality Management District (District)’s other postemployment benefits (OPEB) plan for the reporting period
ending June 30, 2022.

Governmental Accounting Standards Board (GASB) Statement No. 75 allows for a roll forward of results
from the prior actuarial valuation date to a reporting date no more than 30 months and 1 day following. If
significant changes occur between the valuation date and the measurement date, consideration should be
given to whether a new actuarial valuation is needed. The District provided changes since the July 1, 2021
(June 30, 2021) actuarial valuation and it was determined that a new actuarial valuation was not needed
for this measurement period. The results set forth in this report are established from the District’s July 1,
2021 (June 30, 2021) valuation and are based on the same census, benefit provisions, and assumptions.
The District provided contributions, payroll, and any applicable asset information for the measurement
period ending June 30, 2021.

We appreciate the opportunity to work on this report with the District and are available to answer any
questions the District or its auditors may have regarding this report.

Sincerely,

My Meder

Molly McGee, ASA, EA, FCA, MAAA
Consulting Actuary



Butte County Air Quality Management District
GASB 75 Note Disclosures and Required Supplementary Information
for the Reporting Year Ended June 30, 2022

General Information about the OPEB Plan

Plan Description

The District sponsors a defined benefit OPEB plan that provides healthcare coverage under the California
Public Employees Medical and Hospital Care Act (PEMHCA), commonly referred to as PERS Health.
PEMHCA provides health insurance through a variety of Health Maintenance Organization (HMO) and
Preferred Provider Organization (PPO) options.

Benefits Provided

Eligible employees may retire and receive District-paid healthcare benefits in the amount of the PEMHCA
minimum employer contribution for their lifetime.

Employees hired before October 1, 2018 are eligible to receive an additional benefit. Eligible employees
retire with at least 10 years of service and obtain age 55 or 62, depending on their CalPERS pension
eligibility. The additional benefit is equal to one year of District-paid health premiums (medical, dental, and
vision). Employees who have an unused sick leave balance at retirement can receive, in addition to the one
year, one month of premium for every 8 hours of unused sick leave. As an alternative option, retirees can
receive an additional one month of premium for every 20 hours of unused sick leave for themselves and
their spouse or domestic partner.

The additional benefit is paid until the earlier of when the balance is exhausted or age 65. After the unused
sick leave balance is exhausted (or age 65), the retiree receives the PEMHCA minimum for life.

For the purposes of the valuation, it is assumed all employees have a year’s worth of unused sick leave at
retirement, and therefore receive paid health premiums for a total of 2 years.

Employees Covered by Benefit Terms

Retirees or beneficiaries receiving benefit payments as of July 1, 2021 6
Active eligible employees as of July 1, 2021 9
Contributions

The District has assets accumulated in a trust that meets the criteria in Paragraph 4 of GASB Statement

No. 75. For the fiscal year ending June 30, 2021, the District made a contribution of $100,000 to the CERBT
trust.
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Butte County Air Quality Management District
GASB 75 Note Disclosures and Required Supplementary Information
for the Reporting Year Ended June 30, 2022

Net OPEB Liability

The District’'s net OPEB liability was measured as of June 30, 2021 and the total OPEB liability used to
calculate the net OPEB liability was determined by an actuarial valuation as of July 1, 2021 (June 30, 2021).
Standard actuarial update procedures were used to project/discount from valuation to measurement dates.

Actuarial Assumptions

The total OPEB liability in the July 1, 2021 (June 30, 2021) actuarial valuation was determined using the
following actuarial assumptions and other inputs, applied to all periods included in the measurement, unless
otherwise specified:

Inflation rate 2.50 percent

Salary increases 3.00 percent

Discount rate 6.25 percent

Investment rate of return 6.25 percent, net of OPEB plan investment expense

Healthcare cost trend rate 5.20 percent for 2021 through 2034; 5.00 percent for 2035 through

2049; 4.50 percent for 2050 through 2064; and 4.00 percent for 2065
and later years

Mortality rates were based on the CalPERS Public Agency Miscellaneous Mortality, with fully generational
mortality improvement using 80% of MP-2020, from the 2021 CalPERS Experience Study.

The actuarial assumptions used in the July 1, 2021 valuation were based on a review of plan experience
during the period July 1, 2019 to June 30, 2021.

Discount Rate

GASB 75 requires the use of a discount rate that considers the availability of the OPEB plan’s fiduciary net
position associated with the OPEB of current active and inactive employees and the investment horizon of
those resources.

OPEB plans with irrevocable trust accounts can utilize a discount rate equal to the long-term expected rate
of return to the extent that the OPEB plan’s fiduciary net position is projected to be sufficient to make
projected benefit payments and the OPEB plan assets are expected to be invested using a strategy to
achieve that return.

To determine if the OPEB plan assets are sufficient, a calculation of the projected fiduciary net position and
the amount of projected benefit payments is compared in each period. When OPEB plan assets are
determined to not be sufficient, a blended rate is calculated.

For OPEB plans that do not have irrevocable trust accounts, GASB 75 requires a discount rate equal to the
yield or index rate for 20-year, tax-exempt general obligation municipal bonds with an average rating of
AA/Aa or higher.

The District has an irrevocable trust account for prefunding OPEB liabilities. Plan assets are expected to
be sufficient. The discount rate used to measure the total OPEB liability is equal to the long-term expected
rate of return.
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Butte County Air Quality Management District
GASB 75 Note Disclosures and Required Supplementary Information
for the Reporting Year Ended June 30, 2022

Discount Rate (cont.)

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

Asset Class Assumed Asset Allocation Real Rate of Return
Global ex-U.S. Equity 40% 5.5%
U.S. Fixed 43% 1.5%
Real Estate 8% 3.7%
TIPS 5% 1.2%
Commodities 4% 0.6%
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Butte County Air Quality Management District
GASB 75 Note Disclosures and Required Supplementary Information
for the Reporting Year Ended June 30, 2022

Changes in the Net OPEB Liability

Increase (Decrease)

Total OPEB Plan Fiduciary Net OPEB

Liability (a) Net Position (b) Liability (a) — (b)
Balances at June 30, 2020 $386,284 $42,451 $343,833
Changes for the year:
Service cost 15,799 15,799
Interest 21,374 21,374
Changes of benefit terms 0 0
Difference between expected and 117,979 117,979

actual experience

Changes in assumptions or other inputs 12,556 12,556
Contributions — employer 188,192 (188,192)
Net investment income 10,708 (10,708)
Benefit payments (88,192) (88,192) 0
Administrative expenses (19) 19
Net changes 79,516 110,689 (31,173)
Balances at June 30, 2021 $465,800 $153,140 $312,660

Sensitivity of the net OPEB liability to changes in the discount rate

The following presents the net OPEB liability of the District, as well as what the District's net OPEB liability
would be if it were calculated using a discount rate that is 1-percentage point lower or 1-percentage-point
higher than the current discount rate:

1% Decrease Discount Rate 1% Increase
(5.25%) (6.25%) (7.25%)
Net OPEB liability (asset) 356,902 312,660 274 437

Sensitivity of the net OPEB liability to changes in the healthcare cost trend rates

The following presents the net OPEB liability of the District, as well as what the District’'s net OPEB liability
would be if it were calculated using healthcare cost trend rates that are 1-percentage-point lower or 1-
percentage-point higher than the current healthcare cost trend rates:

1% Decrease Trend Rate 1% Increase
(4.20% current, (5.20% current, (6.20% current,
3.00% ultimate, 4.00% ultimate, 5.00% ultimate,
3.00% Medicare) 4.00% Medicare) 5.00% Medicare)
Net OPEB liability (asset) 269,052 312,660 364,288
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Butte County Air Quality Management District
GASB 75 Note Disclosures and Required Supplementary Information
for the Reporting Year Ended June 30, 2022

OPEB Plan Experience

Reporting period July 1, 2021 to June 30, 2022
Measurement period July 1, 2020 to June 30, 2021

Benefit Payments and Contributions

Benefit Payments

Benefits paid from the trust 0
Benefits paid outside of trust 59,126
Implicit benefits paid 29,066
Total benefit payments $88,192

Contributions

Contributions to the trust - employer 100,000
Contributions - benefits paid outside of trust 59,126
Contributions — implicit benefits paid 29,066
Total contributions $188,192

Investment Rate of Return

The District’s policy regarding the allocation of the plan’s invested assets is established and may be
amended by District management. The primary objective is to maximize total Plan return, subject to the risk
and quality constraints set forth in the investment guidelines. The investment objective the District has
selected is CERBT Strategy 2, which has a dual goal to seek moderate growth of income and principal.
The asset allocation ranges for this objective are listed below:

Target Target
Asset Class Allocation Range Benchmark
Global Equity 40% 5% MSCI All Country World Index IMI (net)
Fixed Income 43% 5% Bloomberg Barclays Long Liability Index
Treasury Inflation 5% 3% Bloomberg Barclays Barclays US TIPS
Securities (TIPS) Index
Real Estate 8% 5% FTSE EPRA/NAREIT Developed Liquid
Investment Trusts Index (net)
Commodities 4% 3% S&P GSCI Total Return Index
Cash 0% 2% 91 Day Treasury Bill

For the year ended on the measurement date, the annual money-weighted rate of return on investments,
net of investment expense, was 17.06 percent. The money-weighted rate of return expresses investment
performance, net of investment expense, adjusted for the changing amounts invested.
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Butte County Air Quality Management District
GASB 75 Note Disclosures and Required Supplementary Information
for the Reporting Year Ended June 30, 2022

OPEB Expense and Deferred Outflows and Inflows of Resources Related to OPEB

Annual OPEB Expense

The annual OPEB expense is the sum of the change in Net OPEB Liability, the change in deferred outflows,
and the change in deferred inflows, reduced by the employer contributions.

Net OPEB liability at beginning of measurement period (a) $343,833
Net OPEB liability at end of measurement period (b) $312,660
Change in net OPEB liability (b)-(a) (31,173)
Change in deferred outflows (101,461)
Change in deferred inflows 1,900
Employer contributions 188,192
Net OPEB expense from June 30, 2020 to June 30, 2021 $57,458

Deferred Outflows of Resources and Deferred Inflows of Resources Related to OPEB

For the reporting year ending June 30, 2022, the District recognized deferred outflows of resources and
deferred inflows of resources related to OPEB from the following sources:

Deferred Outflows Deferred Inflows
of Resources of Resources
Difference between expected and actual experience 136,958 0
Changes in assumptions or other inputs 19,604 15,841
Differences between projected and actual return investments 194 5,431
Total $156,756 $21,272

The District has a lookback measurement date. For the reporting year ending June 30, 2022, the District
uses a measurement year ending June 30, 2021. The deferred resources listed above do not include any
District contributions made after the measurement period.

Amounts reported as deferred outflows of resources and deferred inflows of resources related to OPEB will
be recognized in OPEB expense as follows:

Reporting Fiscal Net Deferred
Year Ending Deferred Outflows Deferred Inflows Outflows (Inflows)

June 30: of Resources of Resources of Resources
2023 29,074 (4,815) 24,259
2024 29,011 (4,815) 24,196
2025 28,363 (4,787) 23,576
2026 28,157 (4,786) 23,371
2027 18,908 (2,069) 16,839
2028 17,882 0 17,882
2029 5,361 0 5,361
2030 0 0 0
2031 0 0 0
2032 0 0 0
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Butte County Air Quality Management District

GASB 75 Note Disclosures and Required Supplementary Information

for the Reporting Year Ended June 30, 2022

Schedule of Deferred Outflows of Resources

Initial
Initial Amortization Annual Current
Year Source Amount Period (Years) Recognition Balance

2017 Difference between expected and actual experience 0 0.0 0 0

2017 Changes in assumptions or other inputs 0 0.0 0 0

2017 Net difference between projected and actual earnings on 0 0.0 0 0
OPEB plan investments

2018 Difference between expected and actual experience 0 0.0 0 0

2018 Changes in assumptions or other inputs 0 0.0 0 0

2018 Net difference between projected and actual earnings on 0 0.0 0 0
OPEB plan investments

2019 Difference between expected and actual experience 0 0.0 0 0

2019 Changes in assumptions or other inputs 5,043 6.2 813 1,791

2019 Net difference between projected and actual earnings on 315 5.0 63 63
OPEB plan investments

2020 Difference between expected and actual experience 60,854 71 8,571 35,141

2020 Changes in assumptions or other inputs 12,083 71 1,702 6,977

2020 Net difference between projected and actual earnings on 0 0.0 0 0
OPEB plan investments

2021 Difference between expected and actual experience 0 0.0 0 0

2021 Changes in assumptions or other inputs 0 0.0 0 0

2021 Net difference between projected and actual earnings on 217 5.0 43 131
OPEB plan investments

2022 Difference between expected and actual experience 117,979 7.3 16,162 101,817

2022 Changes in assumptions or other inputs 12,556 7.3 1,720 10,836

2022 Net difference between projected and actual earnings on 0 0.0 0 0
OPEB plan investments

Total $156,756
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Butte County Air Quality Management District

GASB 75 Note Disclosures and Required Supplementary Information

for the Reporting Year Ended June 30, 2022

Schedule of Deferred Inflows of Resources

Initial
Initial Amortization Annual Current
Year Source Amount Period (Years) Recognition Balance
2017 Difference between expected and actual experience 0 0.0 0 0
2017 Changes in assumptions or other inputs 0 0.0 0 0
2017 Net difference between projected and actual earnings on 0 0.0 0 0
plan investments
2018 Difference between expected and actual experience 0 0.0 0 0
2018 Changes in assumptions or other inputs 0 0.0 0 0
2018 Net difference between projected and actual earnings on 0 0.0 0 0
plan investments
2019 Difference between expected and actual experience 0 0.0 0 0
2019 Changes in assumptions or other inputs 0 0.0 0 0
2019 Net difference between projected and actual earnings on 0 0.0 0 0
plan investments
2020 Difference between expected and actual experience 0 0.0 0 0
2020 Changes in assumptions or other inputs 0 0.0 0 0
2020 Net difference between projected and actual earnings on 146 5.0 29 59
plan investments
2021 Difference between expected and actual experience 0 0.0 0 0
2021 Changes in assumptions or other inputs 22,727 6.6 3,443 15,841
2021 Net difference between projected and actual earnings on 0 0.0 0 0
plan investments
2022 Difference between expected and actual experience 0 0.0 0 0
2022 Changes in assumptions or other inputs 0 0.0 0 0
2022 Net difference between projected and actual earnings on 6,715 5.0 1,343 5,372
plan investments
Total $21,272
8| Page



Butte County Air Quality Management District

GASB 75 Note Disclosures and Required Supplementary Information

for the Reporting Year Ended June 30, 2022

Schedules of Required Supplementary Information

Schedule of Changes in the District’s Net OPEB Liability and Related Ratios

Reporting fiscal year ending
Discount rate

Total OPEB liability

Service cost

Interest

Changes of benefit terms
Differences between expected and actual experience
Change of assumptions

Benefit payments

Net change in total OPEB liability
Total OPEB liability — beginning
Total OPEB liability — ending (a)

Plan fiduciary net position

Contributions - employer

Net investment income

Benefit payments

Administrative expense

Net change in plan fiduciary net position
Plan fiduciary net position - beginning
Plan fiduciary net position — ending (b)

District’s net OPEB liability — ending (a) — (b)

Plan fiduciary net position as a percentage of the
total OPEB liability

Covered-employee payroll

District’s net OPEB liability as a percentage of
covered-employee payroll

O

)

\

3

i

2022 2021 2020 2019 2018

6.25% 5.96% 5.33% 5.40% 5.56%
15,799 20,135 18,620 13,753 13,352
21,374 21,819 17,916 16,696 15,779
0 0 0 0 0
117,979 0 60,854 0 0
12,556 (22,727) 12,083 5,043 0
(88,192) (43,770) (23,285) (21,989) (3,511)
79,516 (24,543) 86,188 13,503 26,620
386,284 410,827 324,639 311,136 285,516
$465,800 $386,284 $410,827 $324,639 $311,136
188,192 63,770 23,285 32,561 11,811
10,708 1,709 1,362 542 0
(88,192) (43,770) (23,285) (21,989) (3,511)
(19) (15) (4) (15) 0
110,689 21,694 1,358 11,099 8,300
42,451 20,757 19,399 8,300 0
$153,140 $42,451 $20,757 $19,399 $8,300
$312,660 $343,833 $390,070 $305,240 $302,836
32.88% 10.99% 5.05% 5.98% 2.67%
$658,133 $746,422 $790,181 $746,937 $813,249
47.51% 46.06% 49.36% 40.87% 37.24%
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Butte County Air Quality Management District
GASB 75 Note Disclosures and Required Supplementary Information
for the Reporting Year Ended June 30, 2022

Schedule of District Contributions

Reporting fiscal year ending 2022 2021 2020 2019 2018

Actuarially determined contribution $34,592 39,018 37,881 29,190 27,564

Contrlbut_lons in relation to the actuarially determined 188.192 63,770 23,285 32,561 11,811

contribution

Contribution deficiency (excess) $(153,600) $(24,752) $14,596 $(3,371) $15,753

Covered-employee payroll $658,133 $746,422 $790,181 $746,937 $813,249

g:;rt(;“outlons as a percentage of covered-employee 28.59% 8.54% 2.95% 4.36% 1.45%
Notes to Schedule

Valuation date July 1, 2021 (June 30, 2021)

Reporting period July 1, 2021 to June 30, 2022

Measurement period July 1, 2020 to June 30, 2021

Actuarial cost method Entry age

Amortization method Level percentage of payroll, closed

Amortization period 30 years

Asset valuation method Market value

Inflation 2.50 percent

Healthcare cost trend rates 5.20 percent for 2021 through 2034; 5.00 percent for 2035 through 2049; 4.50 percent for 2050 through 2064; and

4.00 percent for 2065 and later years

Salary increases 3.00 percent

Investment rate of return 6.25 percent, net of OPEB plan investment expense

Retirement age 25.00 percent at age 59; 50.00 percent at age 60 through 61; 75.00 percent at age 62; and 100.00 percent at age 63

Mortality CalPERS Public Agency Miscellaneous Mortality, with fully generational mortality improvement using 80% of MP-2020
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Butte County Air Quality Management District
GASB 75 Note Disclosures and Required Supplementary Information
for the Reporting Year Ended June 30, 2022

Actuarial Certification

The results presented in this disclosure are based on the District’s July 1, 2021 (June 30, 2021) valuation.
The valuation was performed in accordance with generally accepted actuarial principles and practices. The
actuarial assumptions and methodologies used in these calculations are believed to be reasonable under
the requirements set forth in GASB 75 and the Actuarial Standards of Practice (ASOP).

Supporting documentation provided by the District was relied upon without audit. This information includes,
but is not limited to, census data, premiums, OPEB plan provisions, contributions, payroll, and any
applicable asset statements. The data was reviewed in accordance with ASOP 23. The valuation results,
and subsequent disclosure information, depend on the integrity of the provided information.

The results in this report were calculated with the assistance of ProVal actuarial valuation software. The
model was developed in 1994 and is maintained by Winklevoss Technologies (WinTech). Through ProVal,
WinTech provides valuation and projection software for both pension and other postemployment benefit
plans. We utilize ProVal in accordance with its intended purpose and have not identified any material
inconsistencies in the ProVal assumptions or outputs that would affect this valuation.

The undersigned actuary is a member of the American Academy of Actuaries and meets the qualification
standards to render the actuarial opinion contained in this report.

Certified by:

My Meter

Molly McGee, ASA, EA, FCA, MAAA
Consulting Actuary
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