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GALLINA .

CERTIFIED PUBLIC ACCOUNTANTS

INDEPENDENT AUDITOR’S REPORT

Board of Supervisors and Grand Jury
County of Alpine
Markleeville, California

We have audited the accompanying financial statements of the governmental activities, the
business-type activities, each major fund, and the aggregate remaining fund information of the
County of Alpine (County), California, as of and for the year ended June 30, 2011, which
collectively comprise the County’s basic financial statements as listed in the table of contents.
These financial statements are the responsibility of the management of the County of Alpine,
California. 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 of material misstatement. An audit includes consideration of internal
control over financial reporting as a basis for designing audit procedures that are appropriate in
the circumstances, but not for the purpose of expressing an opinion on the effectiveness of the
County’s internal control over financial reporting. Accordingly, we express no such opinion. An
audit also includes examining, on a test basis, evidence supporting the amounts and disclosures
in the basic financial statements, assessing the accounting principles used and significant
estimates made by management, as well as evaluating the overall financial statement
presentation. We believe that our audit provides a reasonable basis for our opinions.

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, each
major fund, and the aggregate remaining fund information of the County of Alpine, as of
June 30, 2011, and the respective changes in financial position and 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 under separate cover,
our report dated May 18, 2012, on our consideration of the County of Alpine’s internal control
over financial reporting and our tests of its 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 controls over financial reporting and compliance and
the results of that testing, and not to provide an opinion on the internal control over financial
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Board of Supervisors and Grand Jury
County of Alpine

reporting or on compliance. 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.

Accounting principles generally accepted in the United States of America require that the
management’s discussion and analysis 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 us with sufficient evidence to express an opinion or provide
any assurances.

Our audit was conducted for the purpose of forming opinions on the financial statements that
collectively comprise the County’s financial statements as a whole. The combining fund
financial statements are presented for purposes of additional analysis and are not a required part
of the financial statements. The combining fund financial statements are the responsibility of
management and were derived from and relate directly to the underlying accounting and other
records used to prepare the financial statements. The information has been subjected to the
auditing procedures applied in the audit of the financial statements and certain additional
procedures, including comparing and reconciling such information directly to the underlying
accounting and other records used to prepare the financial statements or to the financial
statements themselves, and other additional procedures in accordance with auditing standards
generally accepted in the United States of America. In our opinion, the information is fairly
stated in all material respects in relation to the financial statements as a whole.

Roseville, California
May 18, 2012



COUNTY OF ALPINE

Management’s Discussion and Analysis
Required Supplementary Information
June 30, 2011

In this section of the annual financial report, County management discusses financial results for
the fiscal year ended June 30, 2011. This discussion and analysis should be read in conjunction
with the County’s financial statements following this section.

FINANCIAL HIGHLIGHTS

e The assets of the County exceeded liabilities at the close of the 2010-2011 fiscal year by
$31,358,967 (net assets). Of this amount, $7,043,686 (unrestricted net assets) may be
used to meet ongoing obligations to citizens and creditors, $14,889,126 is restricted for
specific purposes (restricted net assets), and $9,426,155 is invested in capital assets, net
of related debt. The government’s total net assets increased by $4,793,839.

e The County governmental funds reported combined fund balances of $22,054,661, an
increase of $3,194,558 in comparison with the prior year.

e The County’s unassigned fund balance for the general fund was $4,799,857 or 80.4% of
total general fund expenditures.

e The County’s investment in capital assets, net of related debt, increased by $1,933,774.

e The County’s total long-term liabilities decreased by $71,629 in comparison with the
prior year. There were no new capital leases.

OVERVIEW OF THE FINANCIAL STATEMENTS

This discussion and analysis are intended to serve as an introduction to the County’s basic
financial statements. The County’s basic financial statements are comprised of three components
1) Government-wide financial statements; 2) Fund financial statements and 3) Notes to the
basic financial statements. Required Supplementary Information is included in addition to the
basic financial statements.

Government-Wide Financial Statements

Government-wide financial statements are designed to provide readers with a broad overview of
County finances, in a manner similar to a private-sector business, which is using the accrual
basis of accounting. The Government-wide Financial Statements are comprised of the following
two components:

The statement of net assets presents information on all County assets and liabilities,
with the difference between the two reported as net assets. Over time, increases or
decreases in net assets may serve as a useful indicator of whether the financial
position of the County is improving or deteriorating.
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Management’s Discussion and Analysis
Required Supplementary Information
June 30, 2011

OVERVIEW OF THE FINANCIAL STATEMENTS (continued)

The statement of activities presents information showing how 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, revenues and expenses are reported in this statement for
some items that will result in cash flows in future fiscal periods (e.g., uncollected
taxes and earned but unused vacation leave).

Both of these government-wide financial statements distinguish functions of the County that are
principally supported by taxes and intergovernmental revenues (governmental activities) from
other functions that are intended to recover all or in part a portion of their costs through user fees
and charges (business-type activities). The governmental activities of the County include general
government, public protection, public ways and facilities, health and sanitation, public
assistance, education and recreation. The business-type activities of the County include Alpine
Transit Service.

Fund Financial Statements

Fund financial statements are groupings of related accounts that are used to maintain control over
resources that have been segregated for specific activities or objectives. The County, like other
state and local governments, uses fund accounting to ensure and demonstrate finance-related
legal compliance. The funds of the County are divided into three categories: governmental funds,
proprietary funds and fiduciary 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 funds financial statements focus on near-
term inflows and outflows of spendable resources, as well as on balances of spendable resources
available at the end of the fiscal year. Such information may be useful in evaluating a county’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 funds 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.
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Management’s Discussion and Analysis
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June 30, 2011

OVERVIEW OF THE FINANCIAL STATEMENTS (continued)

The County maintains six individual governmental funds that are considered major funds.
Information is presented separately in the governmental funds balance sheet and in the
governmental funds statement of revenues, expenditures and changes in fund balances for the
General, Road, Social Services, Mental Health Services Act, Miscellaneous Grants, and STPUD
Mitigation Funds. Data from the other governmental funds are combined into a single,
aggregated presentation. Individual fund data for each of these non-major governmental funds is
provided in the form of combining statements elsewhere in this report.

Proprietary funds are maintained two ways: Enterprise funds and Internal Service funds.
Enterprise funds are used to report the same functions presented as business-type activities in the
government-wide financial statements. The County uses an enterprise fund to account for the
County’s Alpine Transit Service. Proprietary funds provide the same type of information as the
government-wide financial statements, only in more detail. The enterprise fund operations are
not considered to be major funds of the County. Internal service funds are an accounting device
used to accumulate and allocate costs internally among the County’s various functions. The
County uses no internal service funds.

Fiduciary funds are used to account for resources held for the benefit of parties outside the
government. Fiduciary funds are not reflected in the government-wide financial statements
because the resources of those funds are not available to support the County’s own programs.
The accounting used for fiduciary funds is much like that used for proprietary funds except for
agency funds. The County maintains various agency funds and investment trust funds that are
aggregated for financial statement presentation.

Notes to the Basic Financial Statements

Notes to the Basic Financial Statements provide additional information that is essential to a full
understanding of the data provided in the government-wide and fund financial statements.

Required Supplementary Information

Required Supplementary Information is presented concerning the County’s major funds
budgetary schedules. The County adopts an annual appropriated budget for its funds. Budgetary
comparison schedules have been provided for the General Fund and major special revenue funds
to demonstrate compliance with this budget.



COUNTY OF ALPINE
Management’s Discussion and Analysis
Required Supplementary Information
June 30, 2011
GOVERNMENT-WIDE FINANCIAL ANALYSIS

Following is the comparative analysis of government-wide data for fiscal years 2010-11 and
2009-10.

Statement of Net Assets
June 30, 2011 and 2010

Governmental Business- Type
Activities Activities Totals

2011 2010 2011 2010 2011 2010 Variance (%)

Current and Other Assets $ 26,984,442 $ 23,892,778 $ 46,339 $ 61,508 $ 27,030,781 $ 23,954,286 12.8%
Capital Assets 9,784,547 7,883,208 41,608 49,173 9,826,155 7,932,381 23.9%
Total Assets 36,768,989 31,775,986 87,947 110,681 36,856,936 31,886,667 15.6%
Current and Other Liabilities 3,682,134 4,099,142 86,452 101,621 3,768,586 4,200,763 -10.3%
Long-Term Liabilities 1,729,383 1,120,776 -- -- 1,729,383 1,120,776 54.3%
Total Liabilities 5,411,517 5,219,918 86,452 101,621 5,497,969 5,321,539 3.3%
Invested in Capital Assets, net of debt 9,384,547 7,443,208 41,608 49,173 9,426,155 7,492,381 25.8%
Restricted 14,889,126 13,142,089 - - 14,889,126 13,142,089 13.3%
Unrestricted 7,083,799 5,970,771 (40,113) (40,113) 7,043,686 5,930,658 18.8%
Total Net Assets $ 31,357,472 $ 26,556,068 $ 1,49 $ 9,060 $ 31,358,967 $ 26,565,128 18.0%

As noted earlier, net assets may serve over time as a useful indicator of a government’s financial
position. In the case of the County, assets exceeded liabilities by $31,358,967 at the close of the
most recent fiscal year.

A significant portion of the County’s net assets, $7,043,686, represents unrestricted net assets
which may be used to meet the County’s ongoing obligations to citizens and creditors.

Another important portion of the County’s net assets, $9,426,155, reflects its investment in
capital assets (e.g. land and easements, structures and improvements, infrastructure, and
equipment), less any related debt used to acquire those assets. The County uses these capital
assets to provide services to citizens; consequently, these assets are not available for future
spending. Although the County’s investment in its capital assets is reported net of related debt, it
should be noted that the resources needed to repay this debt must be provided from other
sources, since the capital assets themselves cannot be used to liquidate these liabilities.

At the end of the current fiscal year, the County reported positive net asset balances, both for its
separate governmental and business-type activities.

The County’s net assets increased $4,793,839 during the current fiscal year, due to revenues
exceeding expenses. Please refer to the chart below for detail on the County’s revenues and
expenses. The $1,933,774 increase in net assets invested in capital assets, net of related debt,
represents capital purchases net of depreciation plus the retirement of related long-term debt.
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Management’s Discussion and Analysis
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The following table indicates the changes in net assets for governmental and business-type
activities.

Statement of Activities
For the Years Ended June 30, 2011 and 2010

Governmental Business- Type
Activities Activities Total

Revenues 2011 2010 2011 2010 2011 2010 Variance (%)

Program Revenues:
Fees, fines, and charges for services $ 883398 $ 938,161 $ 2909 $ 1606 $ 886,307 $ 939,767 -5.7%
Operating grants and contributions 8,257,030 8,283,516 62,803 51,365 8,319,833 8,334,881 -0.2%
Capital grants and contributions 1,460,433 10,751 -- 51,886 1,460,433 62,637 2231.6%

General Revenues:
Property Taxes 5,394,212 5,740,725 -- -- 5,394,212 5,740,725 -6.0%
Sales and Use Taxes 339,695 307,354 -- -- 339,695 307,354 10.5%
Other Taxes 549,269 478,283 -- -- 549,269 478,283 14.8%
Miscellaneous -- 141,706 -- -- - 141,706 0.0%
Interest and Investment earnings 765,229 232,474 375 84 765,604 232,558 229.2%
Total Revenues 17,649,266 16,132,970 66,087 104,941 17,715,353 16,237,911 9.1%

Expenses

General government 3,950,001 3,616,008 -- -- 3,950,001 3,616,008 9.2%
Public protection 4,136,484 4,468,071 -- -- 4,136,484 4,468,071 -7.4%
Public ways and facilities 1,655,206 2,189,373 -- -- 1,655,206 2,189,373 -24.4%
Health and sanitation 1,582,035 1,713,046 -- -- 1,582,035 1,713,046 -7.6%
Public assistance 1,103,304 1,342,804 -- -- 1,103,304 1,342,804 -17.8%
Education 270,712 311,973 -- -- 270,712 311,973 -13.2%
Recreation 122,385 122,869 -- -- 122,385 122,869 -0.4%
Interest on long-term debt 27,735 30,014 -- -- 27,735 30,014 -7.6%
Alpine transit service -- -- 73,652 55,768 73,652 55,768 32.1%
Total Expenses 12,847,862 13,794,158 73,652 55,768 12,921,514 13,849,926 -6.7%
Change in Net Assets 4,801,404 2,338,812 (7,565) 49,173 4,793,839 2,387,985 100.7%
Net Assets - Beginning 26,556,068 24,217,256 9,060 (21,938) 26,565,128 24,195,318 9.8%
Net Assets - Ending $ 31,357,472  $ 26,556,068 $ 149 $ 27,235 $ 31,358,967 $ 26,583,303 18.0%

The County’s revenues increased by $1,477,442 or 9.1% over prior year. Those specific revenue
types exhibiting significant changes this year over last year are discussed below:

e Increase of $1,382,748 in operating and capital grants/contributions caused by an
increase in federal grant funding.

e Decrease of $346,513 in property taxes caused by a small decrease in property values.

e Increase of $533,046 in interest and investment earnings due to an increase in rental
income from Leviathan Peak.

The following provides an explanation of expenses by function that changed significantly over
the prior year:

e Decrease of $534,167, or -24.4%, to the public ways and facilities function primarily due
to an increase in road repair caused by additional federal funding.

e Decrease of $239,500, or -17.8%, to the public assistance function primarily due to grant
expense reductions.
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As noted earlier, the County uses fund accounting to ensure and demonstrate compliance with
finance-related legal requirements.

Governmental funds. The general government functions are contained in the General and
Special Revenue and Capital Projects Funds. Included in these funds are the special districts
governed by the Board of Supervisors. The focus of the County’s governmental funds is to
provide information on near-term inflows, outflows, and balances of spendable resources. Such
information is useful in assessing the County’s financing 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.

The County’s management may assign fund balance for a particular function, project or activity.
Fund balance may be assigned for purposes beyond the current year. However, assigned fund
balance is available for appropriation at any time.

Net Change in Fund Balance
Governmental Funds
For Fiscal Years Ended June 30, 2011 and 2010

Increase (Decrease)

FY 2010/11 FY 2009/10 Amount
Fund Balance - Beginning of Year $18,860,103 $ 16,780,961 $ 2,079,142
Revenues 18,795,641 16,877,554 1,918,087
Expenditures (15,601,083) (14,798,412) (802,671)
Change in net assets 3,194,558 2,079,142 1,115,416
Fund Balance - Ending of Year $22,054,661 $ 18,860,103 $ 3,194,558

At June, 30, 2011, the County’s governmental funds reported combined fund balances of
$22,054,661. Of these combined fund balances, $4,752,907 is spendable without restriction, of
that amount $4,414,113 constitutes unassigned fund balance while $338,794 constitutes assigned
fund balance of the Permanent and Capital Projects Funds, which is available to meet the
County’s current and future needs. Of the remaining fund balance, $14,889,126 is restricted fund
balance due to constraints imposed by external forces or by enabling legislation of the County.
The remainder of the fund balance, $2,412,628, is nonspendable fund balance comprised of
advances to other funds, inventory, deposit with others, and permanent fund.

The General Fund is the County’s main operating fund. During the year, unassigned fund
balance in the General Fund increased by $593,308. The increase was primarily the result of a
$442,070 increase in fund balance and a $151,238 decrease in nonspendable fund balance due to
a reduction in deposits with others.
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The County uses the Road Fund to account for maintenance and construction of roads within the
County. During the year, restricted fund balance decreased by $205,746 during the year. The
decrease was primarily the result of a $210,835 decrease in fund balance and a $5,089 decrease
in nonspendable fund balance due to a reduction in inventory.

The County uses the Social Services Fund to account for public assistance programs provided
within the County. The fund experienced a decrease in its restricted fund balance of $513,275
during the year due to a $513,275 decrease in the change in fund balance, which was created
primarily by a decrease in intergovernmental revenues.

The Mental Health Services Act Fund was established to account for Proposition 63 revenues.
The fund recognizes revenues as they are spent on mental health care programs. During the fiscal
year, the fund recognized revenues of $2,663,987 against program expenditures and carried over
$2,341,430 in restricted fund balance to next year.

The STPUD Mitigation Fund, used by the County to account for payments received from the
South Tahoe Public Utility District, reported an increase in restricted fund balance of $155,547
during the year. The increase was primarily the result of a $126,524 increase in fund balance and
a $29,023 decrease in nonspendable fund balance due to a reduction in advances to other funds.

The County accounts for various federal and state cost reimbursement grants in the
Miscellaneous Grants Fund. For fiscal year 2010-2011, the fund incurred $107,289 more
revenues than expenditures because of an increase in intergovernmental revenues.

Budgetary Comparison Schedule
General Fund

Original Final Actual Variance with Final Budget

Budget Budget Amounts Amount Percent
Total Resources $ 6,265,715 $ 6,306,515 $7,168,276 $ 861,761 12.02%
Total Charges to Appropriations 7,546,003 7,702,875 6,726,206 976,669 14.52%
Net Change in Fund Balances $(1,280,288) $(1,396,360) $ 442,070 $1,838,430 26.54%

Resources (revenues) and appropriations (expenditures) represent the legal level of budgetary
controls. During the year, actual general fund revenues were $7,168,276 or 12.02% more than
budgeted. In addition, actual general fund expenditures were $6,726,206 or 14.52% under
budget.
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CAPITAL ASSETS

The County’s investment in capital assets as of June 30, 2011, amounted to $9,826,155 (net of
accumulated depreciation). This investment in a broad range of capital assets includes land,
infrastructure (roads and bridges), structures and improvements, and equipment.

The following table shows the County’s total investment in capital assets for governmental and
proprietary funds. Additional information on the County’s capital assets can be found in Note 4
in the Notes to the Financial Statements.

Governmental Activities Business-Type Activities Total
2011 2010 2011 2010 2011 2010
Land $ 1,119,288 $ 1,119,288 $ - $ -- $ 1,119,288 $ 1,119,288
Construction in progress 3,187,191 2,321,585 -- -- 3,187,191 2,321,585
Structures & improvements 5,939,775 5,183,989 -- -- 5,939,775 5,183,989
Equipment 6,569,766 6,494,986 52,955 52,955 6,622,721 6,547,941
Infrastructure 34,694,917 33,598,640 -- -- 34,694,917 33,598,640
Total 51,510,937 48,718,488 52,955 52,955 51,563,892 48,771,443
Accumulated depreciation (41,726,390) (40,835,280)  (11,347) (3,782) (41,737,737) (40,839,062)
Net Capital Assets $ 9,784547 $ 7,883,208 $ 41,608 $ 49,173 $ 9,826,155 $ 7,932,381

LONG-TERM LIABILITIES

At June 30, 2011, the County had total long-term liabilities outstanding of $1,073,997 as
compared to $1,145,626 in the prior year. During the year, retirement of liabilities amounted to
$235,866, while additions to long-term liabilities amounted to $164,237.

The following table shows the composition of the County’s total outstanding long-term liabilities
for governmental activities (the County’s business-type activities do not have long-term
liabilities).

Governmental Activities

2011 2010
Capital lease payable $ 400,000 $ 440,000
Compensated absences 371,650 405,460
Liability for self-insurance 302,347 300,166
Total 1,073,997 1,145,626
Less current portion (538,172) (542,896)
Net Long-term debt $ 535825 $ 602,730

Additional information on the County’s long term debt can be found in Note 5 in the Notes to the
Financial Statements.

10
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ECONOMIC FACTORS AND NEXT YEAR’S BUDGET AND RATES

In the 2011-2012 budget year, the County must continue to be committed to maintain
conservative administrative practices in financial management to avoid erosion of our sound
financial base while planning for future obligations. We must recognize the broader prolonged
economic slow-down and its effect on revenue as well as planning for possible cash flow issues
due to both the State budget shortfall and the delay of grant reimbursement payments.

REQUESTS FOR INFORMATION
This financial report is designed to provide a general overview of the County’s finances for all
those with an interest in the government’s finances. Questions concerning any of the information

provided in this report or requests for additional financial information should be addressed to the
Alpine County Auditor’s Office at P.O. Box 266, Markleeville, California 96120.

11



BASIC FINANCIAL STATEMENTS -
GOVERNMENT-WIDE FINANCIAL STATEMENTS



ASSETS

Cash and investments
Imprest cash
Accounts receivable
Due from other governmental agencies
Taxes receivable
Interest receivable
Deposit with Trindel Insurance
Inventories and other assets
Capital Assets:

Nondepreciable

Depreciable, net

Total Assets

LIABILITIES

Accounts payable
Unearned revenue
Long-Term Liabilities:

Portion due or payable within one year:
Liability for compensated absences
Capital leases
Estimated liability for claims costs

Portion due or payable after one year:
Liability for compensated absences
Capital leases
Other post employment benefits

Total Liabilities

NET ASSETS

Investment in capital assets, net of related debt
Restricted for:
Capital projects
Public protection
Public ways and facilities
Health and sanitation
Public assistance
County Service Area #1
Other
Unrestricted
Total Net Assets

Total Liabilities and Net Assets

COUNTY OF ALPINE

Statement of Net Assets
June 30, 2011

Primary Government

Governmental Business-Type

Activities Activities Totals
$ 23,574,479 3 46,230 $ 23,620,709
285 -- 285
365,843 - 365,843
1,021,556 -- 1,021,556
545,634 -- 545,634
46,851 109 46,960
1,314,708 - 1,314,708
115,086 - 115,086
4,306,479 -- 4,306,479
5,478,068 41,608 5,519,676
$ 36,768,989 % 87947  $ 36,856,936
$ 674,481 $ 2828 % 677,309
3,007,653 83,624 3,091,277
185,825 -- 185,825
50,000 - 50,000
302,347 - 302,347
185,825 -- 185,825
350,000 - 350,000
655,386 -- 655,386
5,411,517 86,452 5,497,969
9,384,547 41,608 9,426,155
1,338,427 - 1,338,427
1,666,733 -- 1,666,733
1,532,628 -- 1,532,628
5,317,559 -- 5,317,559
1,087,622 - 1,087,622
235,118 -- 235,118
3,711,039 - 3,711,039
7,083,799 (40,113) 7,043,686
31,357,472 1,495 31,358,967
$ 36,768,989  $ 87947 % 36,856,936

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

Statement of Activities

For the Year Ended June 30, 2011

Program Revenues

Fees, Fines and Operating Capital
Charges for Grants and Grants and
Functions/Programs Expenses Services Contributions  Contributions
Primary Government:
Governmental Activities:
General Government $ 3,950,001 $ 541,472 $ 352,635 $ 59,280
Public protection 4,136,484 132,623 2,477,588 265,707
Public ways and facilities 1,655,206 36,558 871,393 1,135,446
Health and sanitation 1,582,035 141,411 3,877,185 --
Public assistance 1,103,304 9,661 505,239 --
Education 270,712 8,674 214 -
Recreation and culture 122,385 12,999 172,776 --
Interest on long term debt 27,735 - - --
Total Governmental Activities 12,847,862 883,398 8,257,030 1,460,433
Business-Type Activities:
Alpine Transit Service 73,652 2,909 62,803 --
Total Alpine County $ 12921514 $ 886,307 $ 8,319,833 $ 1,460,433
Taxes:
Property taxes

Sales and use taxes

Transient occupancy taxes

Other taxes

Unrestricted interest and investment earnings
Total General Revenues

Change in Net Assets

Net assets - July 1, 2010
Net assets - June 30, 2011

The accompanying notes are an integral part of these financial statements.
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Net (Expense) Revenue and
Changes in Net Assets

Primary Government

Governmental Goviness-Type
Activities Activities Total
(2,996,614) $ (2,996,614)
(1,260,566) (1,260,566)
388,191 388,191
2,436,561 2,436,561
(588,404) (588,404)
(261,824) (261,824)
63,390 63,390
(27,735) (27,735)
(2,247,001) (2,247,001)
$ (7,940) (7,940)
(2,247,001) (7,940) (2,254,941)
5,394,212 -- 5,394,212
339,695 - 339,695
519,252 -- 519,252
30,017 - 30,017
765,229 375 765,604
7,048,405 375 7,048,780
4,801,404 (7,565) 4,793,839
26,556,068 9,060 26,565,128
31,357,472 $ 1495 $ 31,358,967




BASIC FINANCIAL STATEMENTS -
FUND FINANCIAL STATEMENTS



Assets
Cash and investments
Imprest cash
Accounts receivable
Taxes receivable
Due from other governmental agencies
Due from other funds
Advances to other funds
Interest receivable
Deposit with Trindel Insurance
Inventories

Total Assets

Liabilities
Accounts payable
Due to other funds
Advances from other funds
Deferred revenue

Total Liabilities

Fund Balances
Nonspendable
Restricted
Assigned
Unassigned
Total Fund Balances

Total Liabilities and Fund Balances

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

COUNTY OF ALPINE

Balance Sheet

Governmental Funds

June 30, 2011

Road Social

General Fund Services
$ 5,114,149 $ 1433553 $ 1,109,249
210 -- --
42,334 1,132 1,142
545,634 -- --
129,483 -- 74,981
12,820 2,846 2,396
1,314,708 - -
-- 115,086 --
$ 7,159,338 $ 1552617 $ 1,187,768
$ 120,869 $ 16,663 $ 46,309
923,904 -- 53,837
1,044,773 16,663 100,146
1,314,708 115,086 --
-- 1,420,868 1,087,622
4,799,857 -- -
6,114,565 1,535,954 1,087,622
$ 7,159,338 $ 1552617 $ 1,187,768
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Mental

Health STPUD Miscellaneous Other

Services Act Mitigation Grants Governmental Total
$ 4495655 $ 3428401 $ 428,693 7,564,779 23,574,479
-- -- - 75 285
-- -- - 321,235 365,843
-- -- -- -- 545,634
75,000 - 254,819 487,273 1,021,556
- - 222,179 240,143 462,322
-- 100,897 - 481,937 582,834
6,632 6,803 808 14,546 46,851
-- -- -- -- 1,314,708
-- -- - - 115,086
$ 4577287 $ 3536101 $ 906,499 9,109,988 28,029,598
$ 41,756 - 3 37,789 411,095 674,481
-- -- - 462,322 462,322
-- -- 366,283 216,551 582,834
2,194,101 - 138,803 944,655 4,255,300
2,235,857 - 542,875 2,034,623 5,974,937
-- 100,897 - 881,937 2,412,628
2,341,430 3,435,204 363,624 6,240,378 14,889,126
-- -- -- 338,794 338,794
- -- - (385,744) 4,414,113
2,341,430 3,536,101 363,624 7,075,365 22,054,661
$ 4577287 $ 3536101 $ 906,499 9,109,988 28,029,598




COUNTY OF ALPINE

Reconciliation of the Governmental Funds Balance Sheet
to the Government-Wide Statement of Net Assets - Governmental Activities
June 30, 2011

Fund Balance - total governmental funds $ 22,054,661

Amounts reported for governmental activities in the statement
of net assets are different because:

Capital assets used in governmental activities are not financial resources and,
therefore, are not reported in the governmental funds. 9,784,547

Revenues that are not available and therefore do not meet the modified
accrual criteria are deferred in the governmental funds but are recorded
in the statement of activities 1,247,647

Long-term liabilities, including bonds payable, are not due and payable
in the current period, and therefore are not reported in the governmental funds.

Estimated liability for claims costs (302,347)
Capital leases (400,000)
Compensated absences (371,650)
Other post employment benefits (655,386)
Net assets of governmental activities $ 31,357,472

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

Statement of Revenues, Expenditures and Changes in Fund Balances

Governmental Funds

For the Year Ended June 30, 2011

Revenues:
Taxes
Licenses and permits
Fines, forfeitures and penalties
Use of money and property
Intergovernmental
Charges for services
Other revenues
Total Revenues

Expenditures:
Current:
General government
Public protection
Public ways and facilities
Health and sanitation
Public assistance
Education
Recreation and cultural services
Capital outlay
Debt service:
Principal
Interest
Total Expenditures

Excess (Deficiency) of Revenues Over
(Under) Expenditures

Other Financing Sources (Uses):
Transfers in
Transfers out
Total Other Financing Sources (Uses)

Net Changes in Fund Balances

Fund Balances, Beginning of Year
Fund Balances, End of Year

Road Social
General Fund Services

6,056,907 $ - $ --
37,843 1,100 -
128,619 1,411 --
71,190 184,542 10,267
492,753 864,940 688,380
336,044 282,779 9,590
40,698 4 71
7,164,054 1,334,776 708,308
2,968,825 -- --
2,581,047 -- --
-- 1,545,611 --

36,860 -- --
83,171 -- 1,176,333
261,993 -- --
40,227 -- --
5,972,123 1,545,611 1,176,333
1,191,931 (210,835) (468,025)
4,222 -- 125,635
(754,083) -- (170,885)
(749,861) -- (45,250)
442,070 (210,835) (513,275)
5,672,495 1,746,789 1,600,897
6,114565 $ 1535954 $ 1,087,622

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

Health STPUD Miscellaneous Other
Services Act Mitigation Grants Governmental Total

- - 3 - 8 332,100 6,389,007
- - - 109,124 148,067
- - - 3,627 133,657
22,987 69,037 2,922 576,801 937,746
2,641,000 13,122 834,549 4,354,779 9,889,523
- 112,100 - 445,043 1,185,556
- - 3,479 67,833 112,085
2,663,987 194,259 840,950 5,889,307 18,795,641
- - 109,871 623,496 3,702,192
- - 269,492 2,061,812 4,912,351
- - - 1,541,388 3,086,999
322,557 - 65,167 1,282,558 1,707,142
- - - - 1,259,504
- - - - 261,993
- - 79,033 182,721 301,981
- - - 301,186 301,186
- 40,000 - - 40,000
- 27,735 - - 27,735
322,557 67,735 523,563 5,993,161 15,601,083
2,341,430 126,524 317,387 (103,854) 3,194,558
- - - 3,000,356 3,130,213
- - (210,098) (1,995,147) (3,130,213)
- - (210,098) 1,005,209 --
2,341,430 126,524 107,289 901,355 3,194,558
- 3,409,577 256,335 6,174,010 18,860,103
2,341,430 3,536,101 $ 363,624 $ 7,075,365  $ 22,054,661




COUNTY OF ALPINE

Reconciliation of the Statement of Revenues, Expenditures, and
Changes in Fund Balances of Governmental Funds to the
Government-Wide Statement of Activities - Governmental Activities
For the Year Ended June 30, 2011

Net change to fund balance - total governmental funds

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

Governmental funds report capital outlay as expenditures. However,
in the statement of activities, the cost of those assets is allocated
over their estimated useful lives and reported as depreciation
expense.
Expenditures for general capital assets, infrastructure, and other
related capital assets adjustments $ 2,792,449
Less: current year depreciation (891,110)

Revenues not available to pay for current-period expenditures
are deferred in the governmental funds.

Repayment of debt principal is an expenditure in the governmental
funds, but the repayment reduces long-term liabilities in the
statement of net assets.

Principal repayments:
Capital leases

Some expenses reported in the statement of activities do not
require the use of current financial resources and, therefore, are
not reported as expenditures in governmental funds.

Change in compensated absences 33,810
Change in estimated liability for claims costs (2,181)
Change in other post employment benefits (137,340)

3,194,558

1,901,339

(228,782)

40,000

(105,711)

Change in net assets of governmental activities

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

Statement of Fund Net Assets
Proprietary Funds - Alpine Transit Service
June 30, 2011

ASSETS

Cash and investments

Interest receivable

Equipment, net of accumulated depreciation

Total Assets

LIABILITIES AND NET ASSETS

Current Liabilities:
Accounts payable
Deferred revenue
Total Current Liabilities
Net Assets:
Invested in capital assets, net of related debt
Unrestricted

Total Net Assets

Total Liabilities and Net Assets

The accompanying notes are an integral part of these financial statements.
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46,230
109
41,608

87,947

2,828
83,624

86,452

41,608
(40,113)

1,495

87,947




COUNTY OF ALPINE

Statement of Revenues, Expenses and Changes in Fund Net Assets

Proprietary Funds - Alpine Transit Service
For the Year Ended June 30, 2011

Operating Revenue:
Fare revenues

Operating Expenses:
Salaries and benefits
Administrative
Fuel
Insurance
Depreciation
Total Operating Expenses
Operating Income (L0sS)
Non-Operating Revenues (Expenses):
Federal transit administration grants
Local Transportation Fund allocations
Interest
Total Non-Operating Revenues (Expenses)
Change in Net Assets
Net Assets - Beginning of Year

Net Assets - End of Year

The accompanying notes are an integral part of these financial statements.
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2,909

23,310
31,704
3,008
8,065
7,565

73,652

(70,743)

28,582
34,221
375

63,178

(7,565)

9,060

1,495




COUNTY OF ALPINE

Statement of Cash Flows
Proprietary Funds - Alpine Transit Service
For the Year Ended June 30, 2011

CASH FLOWS FROM OPERATING ACTIVITIES:

Cash receipts from customers and users $ 2,909
Cash paid to employees (23,310)
Cash paid to suppliers for goods and services (59,900)

Net Cash Provided (Used) by Operating Activities (80,301)

CASH FLOWS FROM INVESTING ACTIVITIES:
Interest received (paid) 423

Net Cash Provided (Used) by Investing Activities 423

CASH FLOWS FROM NONCAPITAL FINANCING ACTIVITIES:

Operating grants and other support 64,757
Interfund loans - proceeds and collections 54,470
Net Cash Provided (Used) by Noncapital Financing Activities 119,227

Net Increase (Decrease) in Cash and Cash Equivalents 39,349
Cash and Cash Equivalents, Beginning of Year 6,881
Cash and Cash Equivalents, End of Year $ 46,230

Reconciliation of Operating Income (L.0ss)
to Net Cash Provided (Used) by
Operating Activities:

Operating income (loss)

Adjustments to reconcile operating income
(loss) to net cash provided (used) by
operating activities:

Depreciation 7,565
Changes in assets and liabilities:
Increase (decrease) in:
Accounts payable (17,123)

&+

(70,743)

Net Cash Provided (Used) by Operating Activities $ (80,301)

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

Statement of Fiduciary Net Assets
June 30, 2011

Investment Agency
Trust Funds

ASSETS

Cash and Investments in County Treasury $ 6,632,262 $ 692,695
Total Assets 6,632,262 692,695

LIABILITIES

Agency obligations -- 692,695
Total Liabilities -- 692,695

NET ASSETS

Net assets held in trust for investment pool

participants 6,632,262 --

Total Net Assets $ 6,632,262 3 -

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

Statement of Changes in Fiduciary Net Assets
For the Year Ended June 30, 2011

Investment
Trust
ADDITIONS
Contributions to investment pool $ 5,012,227
Investment earnings S1, 177
Total Additions 5,070,004
DEDUCTIONS
Distributions from pooled investment 5,267,538
Total Deductions 5,267,538
Change in net assets (197,534)
Net Assets - Beginning of Year 6,829,796
Net Assets - End of Year $ 6,632,262

The accompanying notes are an integral part of these financial statements.
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NOTES TO FINANCIAL STATEMENTS

The notes provided in the Financial Section of this report are considered an integral and essential
part of adequate disclosure and fair presentation of this report. The notes include a Summary of
Significant Accounting Policies for the County, and other necessary disclosure of pertinent
matters relating to the financial position of the County. The notes express significant insight to
the financial statements and are conjunctive to understanding the rationale for presentation of the
financial statements and information contained in this document.
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Note 1:

COUNTY OF ALPINE

Notes to the Financial Statements
For the Fiscal Year Ended June 30, 2011

Summary of Significant Accounting Policies

A. Description of the Reporting Entity

The County operates under an Administrator-Board of Supervisors form of
government and provides the following services: public protection, public ways and
facilities, health and sanitation, public assistance, education, culture and recreation,
and general services.

The accounting methods and procedures adopted by the County conform to generally
accepted accounting principles as applied to governmental entities. These financial
statements present the government and its component units, entities for which the
government is considered to be financially accountable under the criteria set by
Governmental Accounting Standards Board (GASB) Statement No. 14.

Reporting for component units on the County’s financial statements can be blended or
discretely presented. Blended component units, although legally separate entities, are,
in substance, part of the government’s operations. Blended component units are an
extension of the County and so data from these units are combined with data of the
primary government. Discretely presented component units, on the other hand, are
reported in a separate column in the combined financial statements to emphasize they
are legally separate from the County. Each component unit has a June 30th year end.

Blended Component Units. The County Service Area #1 and Alpine Transportation
Commission are districts governed by the County Board of Supervisors. The
component unit’s governing body is substantially the same as the primary
government, hence, these units are presented by blending them with the primary
government.

Discretely Presented Component Units. There are no component units of the County
which meet the criteria for discrete presentation.

Basis of Presentation

Government-Wide Financial Statements

The statement of net assets and statement of activities display information about the
primary government (the County) and its component units. These statements include
the financial activities of the overall government, except for fiduciary activities.
Eliminations have been made to minimize the double counting of internal activities.
These statements distinguish between the governmental and business-type activities
of the County. Governmental activities, which normally are supported by taxes and
intergovernmental revenues, are reported separately from business-type activities,
which rely to a significant extent on fees charged to external parties.
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Note 1:

COUNTY OF ALPINE

Notes to the Financial Statements
For the Fiscal Year Ended June 30, 2011

Summary of Significant Accounting Policies (continued)

B. Basis of Presentation (continued)

Government-Wide Financial Statements (continued)

The statement of activities presents a comparison between program expenses and
program revenues for each segment of the business-type activities of the County and
for each function of the County’s governmental activities. Program expenses include
direct expenses, which are clearly identifiable with a specific function, and allocated
indirect expenses. Program revenues include 1) charges paid by the recipients of
goods or services offered by the programs and 2) grants and contributions that are
restricted to meeting the operational or capital requirements of a particular program.
Revenues that are not classified as program revenues, including all taxes, are
presented instead as general revenues.

Fund Financial Statements

The fund financial statements provide information about the County’s funds,
including fiduciary funds and blended component units. Separate statements for each
fund category — governmental, proprietary and fiduciary — are presented. The
emphasis of fund financial statements is on major governmental and enterprise funds,
each displayed in a separate column. All remaining governmental and enterprise
funds are separately aggregated and reported as nonmajor funds.

Proprietary fund operating revenues are charges for the goods or services provided by
the fund as part of its principal activity. Nonoperating revenues, such as subsidies and
investment earnings, result from nonexchange transactions or ancillary activities.
Operating expenses include costs of providing services and delivering goods. All
other expenses not meeting this definition are reported as nonoperating expenses.

The County reports the following major governmental funds:

e The General Fund is used to account for all revenues and expenditures
necessary to carry out basic governmental activities of the County that are not
accounted for through other funds. For the County, the General Fund includes
such activities as public protection, public ways and facilities, health and
sanitation, public assistance, education, recreation services and general
services.
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Note 1:

COUNTY OF ALPINE

Notes to the Financial Statements
For the Fiscal Year Ended June 30, 2011

Summary of Significant Accounting Policies (continued)

B. Basis of Presentation (continued)

Fund Financial Statements (continued)

The Road Fund was established to provide for maintenance and construction
of roadways. Revenues consist primarily of the County’s share of state
highway use tax and are supplemented by federal and state funds.

The Social Services Fund provides for the public assistance of the residents of
the County.

The Mental Health Services Act Fund was established to account for
Proposition 63 passed in 2004 to expand and further develop mental health
services in the County.

The STPUD Mitigation Fund was established to account for
mitigation/compensation fees received annually from the South Tahoe Public
Utility District.

The Miscellaneous Grants Fund was established to track financial activity for
various federal and state cost reimbursement grants.

The County reports the following enterprise fund as a major fund:

The Alpine Transit Service Fund provides public transit services in the
County.

The County reports the following fiduciary fund types:

The Investment Trust Fund accounts for the assets of legally separate entities
that deposit cash with the County Treasurer. These entities include school and
community college districts, other special districts governed by local boards,
regional boards and authorities and pass through funds for tax collections for
cities. These funds represent the assets, primarily cash and investments, and
the related liability of the County to disburse these monies on demand.

The Agency Funds account for assets held by the County as an agent for
various local governments.
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Note 1:

COUNTY OF ALPINE

Notes to the Financial Statements
For the Fiscal Year Ended June 30, 2011

Summary of Significant Accounting Policies (continued)

C. Basis of Accounting

The government-wide, proprietary and investment trust fund financial statements are
reported using the economic resources measurement focus and the accrual basis of
accounting. Revenues are recorded when earned and expenses are recorded at the
time liabilities are incurred, regardless of when the related cash flows take place.
Nonexchange transactions, in which the County gives (or receives) value without
directly receiving (or giving) equal value in exchange, include property and sales
taxes, grants, entitlements and donations. On an accrual basis, revenue from property
taxes is recognized in the fiscal year for which the taxes are levied. Revenues from
sales tax are recognized when the underlying transactions take place. Revenues from
grants, entitlements and donations are recognized in the fiscal year in which all
eligible requirements have been satisfied.

Governmental funds are accounted for using the modified accrual basis of accounting
in which revenues are recognized in the accounting period in which they become
available and measurable, and expenditures are recognized in the accounting period in
which the fund liability is incurred, if measurable. Revenues are considered to be
available when they are collectible within 60 days of the end of the current fiscal
period. The exception is unmatured principal and interest on general long-term debt
and expenditures related to compensated absences and claims and judgments, which
should be recognized when payment due.

Significant revenue sources that have been treated as “susceptible to accrual” under
the modified accrual basis include taxes, interest, rentals, and intergovernmental
revenues.

For its business-type activities and enterprise funds, the County has elected under
GASB Statement No. 20, Accounting and Financial Reporting for Proprietary Funds
and Other Governmental Entities that Use Proprietary Fund Accounting, to apply all
applicable GASB pronouncements as well as any applicable pronouncements of the
Financial Accounting Standards Board, the Accounting Principles Board or any
Accounting Research Bulletins issued on or before November 30, 1989 unless those
pronouncements conflict with or contradict existing Governmental Accounting and
Financial Reporting Standards which, along with subsequent GASB pronouncements
(Statements and Interpretations), constitutes GAAP for governmental units.

Agency Fund assets and liabilities are custodial in nature and do not involve the
measurement of the results of operations.
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Note 1:

COUNTY OF ALPINE

Notes to the Financial Statements
For the Fiscal Year Ended June 30, 2011

Summary of Significant Accounting Policies (continued)

D. Cash and Cash Equivalents

For purposes of the accompanying statement of cash flows, the enterprise funds
consider all highly liquid investments with a maturity of three months or less when
purchased, and their equity in the County Treasurer’s investment pool, to be cash
equivalents.

Investments

California Government Code Section 53600, et seq., authorizes the County to invest
in obligations of the U.S. Treasury, agencies and instrumentalities, obligations of the
state or any local agency of the State of California, bankers” acceptances, commercial
paper, negotiable certificates of deposits, repurchase agreements or reverse
repurchase agreements, medium-term notes issued by corporations and the State of
California Local Agency Investment Fund. The County Treasurer may also invest in
certain open-ended mutual funds permitted by the Government Code.

Cash and investments include the cash balances of substantially all funds, which are
pooled and invested by the County Treasurer. The Alpine County Treasury Pool
(Pool) is not registered as an investment company with the Securities and Exchange
Commission (SEC) nor is it an SEC Rule 2a7-like pool. Interest earned on pooled
investments is apportioned quarterly to certain participating funds based upon each
fund’s average daily deposit balance with all remaining interest deposited in the
General Fund.

Investments are stated at fair value. Fair value is established quarterly based on
quoted market prices received from the securities custodian. Fair value of investments
held fluctuates with interest rates. The fair value of participants’ position in the Pool
is the same as the value of the Pool shares. The value of participants’ equity
withdrawn is based on the book value of the participants’ percentage participation at
the date of such withdrawal. The total percentage share of the Pool that relates to
external involuntary participants is 23.7% as of June 30, 2011.

Inventory

Inventories are valued at cost on a moving average basis. Inventories in the Road
Fund, a major special revenue fund, consist of road supplies, fuel and various
consumable items.
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Note 1:

COUNTY OF ALPINE

Notes to the Financial Statements
For the Fiscal Year Ended June 30, 2011

Summary of Significant Accounting Policies (continued)

H. Property Tax Revenue

Property taxes attach as an enforceable lien at January 1. Taxes are levied on July 1
and payable in two installments, December 10 and April 10. All general property
taxes are then allocated by the County Auditor’s Office to the various taxing entities
per the legislation implementing Proposition 13. The method of allocation used by the
County is subject to review by the State of California. County property tax revenues
are recognized when levied to the extent that they are measurable.

Capital Assets

Capital assets (including infrastructure) are recorded at historical cost or estimated
historical cost if actual historical cost is not available. Contributed capital assets are
valued at their estimated fair market value on the date contributed. Capital assets
include public domain (infrastructure) general fixed assets consisting of certain
improvements including roads, bridges, water/sewer, lighting system, drainage
systems, and flood control. The County defines capital assets as assets with an initial,
individual cost of more than $5,000 and an estimated useful life in excess of one year.
Capital assets used in operations are depreciated or amortized (assets under capital
leases) using the straight-line method over the lesser of the capital lease period or
their estimated useful lives in the government-wide statements and proprietary funds.

The estimated useful lives are as follows:

Infrastructure (except for the maintained

pavement subsystem) 30 years
Structures and improvements 30 years
Equipment 5 to 50 years

The County has two networks of infrastructure assets — roads and bridges.
Infrastructure assets include roads, bridges, underground pipe (other than related to
utilities), traffic signals, water/sewer, lighting, drainage and flood control. These
infrastructure assets are likely to be the largest asset class of the County. Neither their
historical cost nor related depreciation has historically been reported in the financial
statements. The retroactive reporting of infrastructure is not required for Phase 3
governments, those that had less than $10,000,000 in revenues for fiscal year 1999.
The County qualifies as a Phase 3 government and, therefore, no retroactive reporting
of infrastructure is required or has been included in these financial statements.
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Note 1:

COUNTY OF ALPINE

Notes to the Financial Statements
For the Fiscal Year Ended June 30, 2011

Summary of Significant Accounting Policies (continued)

J.

Compensated Absences

The County accounts for Compensated Absences (Unpaid Vacation, Sick Leave and
Compensatory Time) in accordance with GASB Statement No. 16. In governmental
funds, compensated absences are recorded as expenditures in the year paid. As it is
County’s policy to liquidate any unpaid vacation at June 30 from future resources
rather than currently available expendable resources, the entire unpaid liability for the
governmental funds is recorded as a current or long-term liability in the government-
wide financial statements. No liability is recorded for non-vesting accumulating rights
to receive sick pay benefits.

Employees accrue vacation at the rate of 10 to 20 days per year dependent on length
of employment. Unused vacation time accrued is payable at 100% of the accrual at
termination of employment up to a maximum of 30 days. Sick leave is accrued at the
rate of 12 days per year. At termination, accrued sick leave is payable at 20% to those
with fewer than five years of service and 25% to those with more than five years of
service.

Interfund Transactions

Interfund transactions are reflected as either loans, services provided, reimbursements
or transfers. Loans are reported as receivables and payables as appropriate, are subject
to elimination upon consolidation and are referred to as either “due to/from other
funds” (i.e., the current portion of interfund loans) or “advances to/from other funds”
(i.e., the noncurrent portion of interfund loans). Any residual balances outstanding
between the governmental activities and the business-type activities are reported in
the government-wide financial statements as “internal balances”. Advances between
funds, as reported in the fund financial statements, are offset by a nonspendable fund
balance in the applicable governmental funds to indicate that they are not available
for appropriation and are not available financial resources.

Services provided, deemed to be at market or near market rates, are treated as
revenues and expenditures/expenses. Reimbursements are when one fund incurs a
cost, charges the appropriate benefiting fund and reduces its related cost as a
reimbursement. All other interfund transactions are treated as transfers. Transfers
between governmental or business-type activities are netted as part of the
reconciliation to the government-wide presentation.
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Note 1:

COUNTY OF ALPINE

Notes to the Financial Statements
For the Fiscal Year Ended June 30, 2011

Summary of Significant Accounting Policies (continued)

L.

Net Assets

The government-wide and business-type activities fund financial statements utilize a
net assets presentation. Net assets are categorized as invested in capital assets (net of
related debt), restricted and unrestricted.

Invested in Capital Assets, Net of Related Debt — This category groups all capital
assets, including infrastructure, into one component of net assets. Accumulated
depreciation and the outstanding balances of debt that are attributable to the
acquisition, construction or improvement of these assets reduce the balance in this
category.

Restricted Net Assets — This category presents external restrictions imposed by
creditors, grantors, contributors or laws or regulations of other governments and
restrictions imposed by law through constitutional provisions or enabling
legislation.

Unrestricted Net Assets — This category represents net assets of the County, not
restricted for any project or other purpose.

Fund Balance

In the fund financial statements, governmental funds report fund balance as
nonspendable, restricted, committed, assigned or unassigned based primarily on the
extent to which the County is bound to honor constraints on how specific amounts
can be spent.

Nonspendable fund balance — amounts that cannot be spent because they are
either (a) not spendable in form or (b) legally or contractually required to be
maintained intact.

Restricted fund balance — amounts with constraints placed on their use that are
either (a) externally imposed by creditors, grantors, contributors, or laws or
regulations of other governments; or (b) imposed by law through constitutional
provisions or enabling legislation.

Committed fund balance — amounts that can only be used for specific purposes
determined by formal action of the County’s highest level of decision-making
authority (the Board of Supervisors) and that remain binding unless removed in
the same manner. The underlying action that imposed the limitation needs to
occur no later than the close of the reporting period.
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Summary of Significant Accounting Policies (continued)

M. Fund Balance (continued)

e Assigned fund balance — amounts that are constrained by the County’s intent to be
used for specific purposes. The intent can be established at either the highest level
of decision making, or by a body or an official designated for that purpose. This is
also the classification for residual funds in the County’s special revenue funds.

e Unassigned fund balance — the residual classification for the County’s General
Fund that includes amounts not contained in the other classifications. In other
funds, the unassigned classification is used only if expenditures incurred for
specific purposes exceed the amounts restricted, committed, or assigned to those
purposes.

The Board of Supervisors establishes, modifies or rescinds fund balance
commitments and assignments by passage of an ordinance or resolution. This is done
through adoption of the budget and subsequent budget amendments that occur
throughout the year.

When both restricted and unrestricted resources are available for use, it is the
County’s policy to use restricted resources first, followed by the unrestricted,
committed, assigned and unassigned resources as they are needed.

Use of Estimates

The preparation of the basic financial statements in conformity with generally
accepted accounting principles requires management to make estimates and
assumptions that affect certain reported amounts and disclosures and the actual results
could differ from those estimates.

New Accounting Pronouncements

Governmental Accounting Standards Board Statement No. 54

For the fiscal year ended June 30, 2011, the County implemented Governmental
Accounting Standards Board Statement No. 54 (GASB 54), Fund Balance Reporting

and Governmental Fund Type Definitions. The requirements of this statement are
effective for financial statement periods beginning after June 15, 2010.
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Summary of Significant Accounting Policies (continued)

0. New Accounting Pronouncements (continued)

GASB 54 establishes new accounting and financial reporting standards for all
governments that report governmental funds. The statements enhances the usefulness
of fund balance information by providing clearer fund balance classifications that can
be more consistently applied and it classifies the existing governmental fund type
definitions to improve the comparability of governmental fund statements. GASB 54
establishes fund balance classifications that are hierarchy based on the extent to
which a government is bound to observe constraints imposed upon the use of the
resources reported in governmental funds.

Cash and Investments

The County sponsors an investment pool that is managed by the County Treasurer for the
purpose of increasing interest earnings through investment activities. Cash and
investments for most County activities are included in the investment pool. Interest earned
on the investment pool is distributed to the participating funds using a formula based on the
average quarterly cash balance of each fund.

The investment pool includes both voluntary and involuntary participation from external
entities. The State of California statutes require certain special districts and other
governmental entities to maintain their cash surplus with the County Treasurer.

The County investment pool is not registered with the Securities and Exchange
Commission as an investment company. Investments made by the Treasurer are regulated
by the California Government Code and by the County’s investment policy. The
objectives of the policy are in order of priority, safety, liquidity, yield, and