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Assets 2015 2014

Pooled cash and investments $ 231,549   197,223   
Due from other governments 48,088   47,312   
Accrued interest receivable 540   434   

Total assets $ 280,177   244,969   

Liabilities and Fund Balance

Liabilities:
Accounts payable $ 5,523   8,873   
Accrued salaries & benefits 1,056   660   

   Other accrued liabilities 49,639   —    

56,218   9,533   

Restricted for air quality initiatives 223,959   235,436   

Total liabilities and fund balance $ 280,177   244,969   

See accompanying notes to the financial statements.

Fund balance:

(With comparative totals for prior year)

AIR QUALITY MANAGEMENT DISTRICT FUND
OF THE CITY OF TORRANCE, CALIFORNIA

Balance Sheet

June 30, 2015

Total liabilities
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2015 2014

Revenues:
Motor vehicle fees – AB 2766 Subvention Funds $ 183,261   182,439   
Investment earnings 1,550   2,185   

Total revenues 184,811   184,624   

Expenditures:
Salaries and employee benefits 45,763   42,093   
Materials and supplies 35,686   42,397   
Professional services and contracts 65,200   67,480   
Capital outlay 49,639   —    

Total expenditures 196,288   151,970   

Excess of revenues over expenditures (11,477)  32,654   

Fund balance at beginning of year 235,436   202,782   

Fund balance at end of year $ 223,959   235,436   

See accompanying notes to the financial statements.

(With comparative totals for prior year)

OF THE CITY OF TORRANCE, CALIFORNIA

Statement of Revenues, Expenditures
and Changes in Fund Balance

Year ended June 30, 2015
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(1) General 

California Assembly Bill 2766 authorizes air pollution control districts to levy fees on motor vehicles. Fees 
are to be used to reduce air pollution. Under this program, the Department of Motor Vehicles collects 
resulting fees and transfers appropriate amounts to the South Coast Air Quality Management District 
(SCAQMD) for vehicles registered in the South Coast District. Forty cents of every dollar collected by the 
SCAQMD is allocated to cities and counties within the jurisdiction of the SCAQMD on a proportionate 
basis to each agency’s respective population. The amounts attributable to the City of Torrance, California 
(the City), are maintained in a Special Revenue Fund, a government fund administered by the City. 

(2)    Summary of Significant Accounting Policies 

(a) Basis of Accounting 

The accompanying fund financial statements for the Air Quality Management District Fund (AQMD 
Fund) of the City of Torrance, California, have been prepared on the modified-accrual basis of 
accounting. Revenues are recognized when they become “susceptible to accrual,” that is, measurable 
and available to finance expenditures of the current period. Motor vehicle fee receipts are considered 
susceptible to accrual, if received within 60 days of year-end.  Expenditures are recorded when the 
liability is incurred. 

(b) Measurement Focus 

Governmental funds are accounted for on a spending or “financial flow” measurement focus.  This 
means that generally only current assets and current liabilities are included on their balance sheet.  
Statement of Revenues, Expenditures, and Changes in Fund Balance for governmental funds 
generally present increases (revenues and other financing sources) and decreases (expenditures and 
other financial uses) in net current assets. 

 (c) Fund Equity 

The accounts of the City of Torrance are organized on the basis of funds, each of which is considered 
a separate accounting entity with a self-balancing set of accounts.  Monies received under AB2766 
are recorded in a Special Revenue Fund, the Air Quality Management District (AQMD) Fund, that  
is used to account for the proceeds of revenue to be used for the purpose of implementing the 
California Clean Air Act.  The accompanying financial statements are not intended to present the 
financial position and results of the operations of the City nor the City as a whole in conformity with 
accounting principles generally accepted in the United States of America.  The City’s AQMD Fund 
includes a rideshare project funded by AB2766 subvention funds and discretionary grant projects 
funded by the Mobile Source Air Pollution Reduction Review Committee (MSRC).  

Fund balance is reported in the following classifications: 

Nonspendable Fund Balance 

Nonspendable Fund Balance – this includes amounts that cannot be spent because they are either not 
spendable in physical form (such as inventory) or that are legally or contractually required to be 
maintained intact (such as endowments). 
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Spendable Fund Balance 

Restricted Fund Balance – this includes amounts that can be spent only for specific purposes 
stipulated by external legal requirements imposed by other governments, external resource providers, 
or creditors.  City Council imposed restrictions do not create restricted fund balance unless the legal 
document that initially authorized the revenue (associated with that portion of fund balance) also 
included language that specified the limited use for which the authorized revenues were to be 
expended. 

Committed Fund Balance – this includes amounts that can only be used for specific purposes 
pursuant to the most binding constraint imposed by formal action of the City Council.  Those 
committed amounts cannot be used for any other purpose unless City Council rescinds or modifies 
the specified use by resolution.  If the Council resolution that limits the use of the funds was separate 
from the action that initially created the revenues that form the basis for the fund balance, then the 
resultant fund balance is considered to be committed, not restricted.  The City considers a resolution 
to constitute a formal action of City Council for the purposes of establishing committed fund 
balance. 

Assigned Fund Balance – this includes amounts that are intended to be used for specific purposes.  
City Council has delegated the authority to assign amounts for specific purposes to the City 
Manager. 

Unassigned Fund Balance – this includes the remaining spendable amounts which are not included in 
one of the other classifications. 

It is the City’s policy that restricted resources will be applied first, followed by (in order of 
application) committed, assigned, and unassigned resources, in the absence of a formal policy 
adopted by the Council. 

(d) Comparative Data 

 The AQMD Balance Sheet and Statement of Revenues, Expenditures and Changes in Fund Balance 
shows comparative data for the fiscal year ended June 30, 2014 for comparative purposes only. 
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(3) Pooled Cash and Investments 

Unspent funds received for the Air Quality Management District Fund are pooled with the City’s 
other cash and investments. The Air Quality Management District Fund’s share of interest earned 
from the cash and investment pool is allocated on a monthly basis based on each fund’s respective 
average monthly cash balance. No detailed categorization information is available for the Air Quality 
Management District Fund’s pooled cash and investments. Detailed information regarding the City’s 
pooled cash and investments program can be found in the City’s Comprehensive Annual Financial 
Report. Such report is available from the City of Torrance Department of Finance, 3031 Torrance 
Blvd., Torrance, California 90503. 

In accordance with Governmental Accounting Standards Board (GASB) Statement No. 31, 
investments are generally stated at fair value, rather than amortized cost, and the increase or decrease 
in fair value of investments is included as a component of income. 






