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INDEPENDENT AUDITORS’ REPORT 
 
 
Board of Commissioners 
Modoc County Children and Families Commission 
Alturas, California 
 
Report on the Financial Statements 
We have audited the accompanying financial statements of the governmental activities and the major fund of Modoc 
County Children and Families Commission, a component unit of Modoc County, California, as of and for the year 
ended June 30, 2018, and the related notes to the financial statements, which collectively comprise Modoc County 
Children and Families Commission’s basic financial statements as listed in the table of contents. 
 
Management’s Responsibility for the Financial Statements 
Management is responsible for the preparation and fair presentation of these basic financial statements in accordance 
with accounting principles generally accepted in the United States of America; this includes the design, 
implementation, and maintenance of internal control relevant to the preparation and fair presentation of financial 
statements that are free from material misstatement, whether due to fraud or error. 
 
Auditor’s Responsibility 
Our responsibility is to express opinions on these financial statements based on our audit. We conducted our audit in 
accordance with auditing standards generally accepted in the United States of America and the standards applicable to 
financial audits contained in Government Auditing Standards, issued by the Comptroller General of the United States. 
Those standards require that we plan and perform the audit to obtain reasonable assurance about whether the 
financial statements are free from material misstatement. 
 
An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the financial 
statements. The procedures selected depend on the auditor’s judgment, including the assessment of the risks of 
material misstatement of the financial statements, whether due to fraud or error. In making those risk assessments, the 
auditor considers internal control relevant to the entity’s preparation and fair presentation of the financial statements 
in order to design audit procedures that are appropriate in the circumstances, but not for the purpose of expressing an 
opinion on the effectiveness of the entity’s internal control. Accordingly, we express no such opinion.  An audit also 
includes evaluating the appropriateness of accounting policies used and the reasonableness of significant accounting 
estimates made by management, as well as evaluating the overall presentation of the financial statements. 
 
We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our audit 
opinions. 
 
Opinion 
In our opinion, the financial statements referred to above present fairly, in all material respects, the respective 
financial position of the governmental activities and the major fund of Modoc County Children and Families 
Commission as of June 30, 2018, and the respective changes in financial position, and the respective budgetary 
comparisons included as part of the basic financial statements, thereof for the year then ended in accordance with 
accounting principles generally accepted in the United States of America. 
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Other Matters 
Required Supplementary Information 
Accounting principles generally accepted in the United States of America require that the management’s discussion 
and analysis on pages 3 through 7, the schedule of proportionate share of the net pension liability and the schedule of 
the Commission’s contributions - pension plan, on pages 27 through 28, listed as required supplementary information 
in the table of contents be presented to supplement the basic financial statements. Such information, although not a 
part of the basic financial statements, is required by the Governmental Accounting Standards Board, who considers it 
to be an essential part of financial reporting for placing the basic financial statements in an appropriate operational, 
economic, or historical context. We have applied certain limited procedures to the required supplementary 
information in accordance with auditing standards generally accepted in the United States of America, which consisted 
of inquiries of management about the methods of preparing the information and comparing the information for 
consistency with management’s responses to our inquiries, the basic financial statements, and other knowledge we 
obtained during our audit of the basic financial statements. We do not express an opinion or provide any assurance on 
the information because the limited procedures do not provide us with sufficient evidence to express an opinion or 
provide any assurance. 
 
Other Supplementary Information 
Our audit was conducted for the purpose of forming an opinion on the basic financial statements as a whole. The 
supplementary data on page 29 is presented for purposes of additional analysis and is not a required part of the basic 
financial statements. Such information is the responsibility of management and was derived from and relates directly 
to the underlying accounting and other records used to prepare the basic financial statements. The information has 
been subjected to the auditing procedures applied in the audit of the basic financial statements and certain additional 
procedures, including comparing and reconciling such information directly to the underlying accounting and other 
records used to prepare the basic financial statements or to the basic 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 basic financial statements as a whole. 
 
Other Reporting Required by Government Auditing Standards 
In accordance with Government Auditing Standards, we have also issued our report dated October 18, 2018 on our 
consideration of Modoc County Children and Families Commission’s internal control over financial reporting and on 
our tests of its compliance with certain provisions of laws, regulations, contracts, and grant agreements and other 
matters. The purpose of that report is to describe the scope of our testing of internal control over financial reporting 
and compliance and the results of that testing, and not to provide an opinion on internal control over financial 
reporting or on compliance. That report is an integral part of an audit performed in accordance with Government 
Auditing Standards in considering Modoc County Children and Families Commission’s internal control over financial 
reporting and compliance. 
 
 

      R.J. Ricciardi, Inc.  
      R.J. Ricciardi, Inc.  
      Certified Public Accountants 
 
 
San Rafael, California 
October 18, 2018
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Introduction  
 
In November 1998, voters passed a statewide ballot initiative, Proposition 10, to fund programs that promote the 
physical, cognitive and emotional development of children ages 0-5. Proposition 10 funds are generated by a tax 
on tobacco products and are intended to facilitate the creation and implementation of an integrated and 
collaborative system of care for young children in the areas of health, family support and early learning. All 
revenue generated is collected in the California Children and Families (First 5 California) Trust Fund Account and 
allocations are made to each of the 58 counties in the State based on the number of births recorded in the 
relevant county in proportion to the number of births recorded in California. Each county must establish a local 
First 5 Commission to oversee the use of these funds in accordance with their strategic plan. 
 
Our discussion and analysis of Modoc County Children and Families Commission’s (the Commission) financial 
performance provides an overview of the Commission’s financial activities for the year ended June 30, 2018. It 
should be read in conjunction with the Commission’s financial statements (including notes and supplementary 
information), which follow this section. 
 
Financial Highlights  
 
Government-wide Financial Analysis 
 

 Total net position was $273,729 at June 30, 2018. This was an increase of $4,419 (1.6%) from the prior 
year. 

 Overall revenues were $304,898, which was more than expenses of $300,479 by $4,419. 
 
Fund Financial Analysis 
 

 The general fund reported a fund balance this year of $384,346. 
 The total cost of the Commission’s programs increased by $1,530. 

 
Overview of the Financial Statements  
 
This annual report consists of three parts - management's discussion and analysis (this section), the basic financial 
statements, and required supplementary information. The three sections together provide a comprehensive 
overview of the Commission. The basic financial statements are comprised of two kinds of statements that 
present financial information from different perspectives: 
 

 Government-wide financial statements, which comprise the first two statements, provide both short-
term and long-term information about the entity's overall financial position.  

 Fund financial statements focus on reporting the individual parts of the Commission’s operations in 
more detail. The fund financial statements comprise the remaining statements. 

 Governmental funds statements tell how general government services were financed in the short term 
as well as what remains for future spending. 

 
A comparison of the Commission’s budget for the year is included. The financial statements also include notes 
that explain some of the information in the statements and provide more detailed data. The basic financial 
statements are followed by a section of required supplementary information that further explains and supports the 
financial statements.   
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Government-Wide Statements 
 
The government-wide statements report information about the Commission as a whole using accounting 
methods similar to those used by private-sector companies. The statement of net position includes all of the 
government's assets and liabilities. All of the current year’s revenues and expenses are accounted for in the 
statement of activities regardless of when cash is received or paid. 
 
The two government-wide statements report the Commission’s net position and how it has changed. Net 
position, the difference between the assets and liabilities, is one way to measure the Commission's financial health 
or position. 
 

 Over time, increases or decreases in the Commission’s net position is an indicator of whether its financial 
health is improving or deteriorating, respectively.  

 To assess the overall health of the Commission, one needs to consider additional nonfinancial factors 
such as changes in birth rates within the county and changes in program funding by the Federal and State 
governments. 

 
The government-wide financial statements of the Commission include governmental activities. Most of the 
Commission's basic services are included here, such as school readiness, improved oral health, home visits, and 
general administration. State grants finance most of these activities. 
 
The government-wide financial statements can be found on pages 8 and 9 of this report.  
 
Fund Financial Statements 
 
The fund financial statements provide more detailed information about the Commission’s most significant funds-
not the Commission as a whole. Funds are accounting devices that the Commission uses to keep track of specific 
sources of funding and spending for particular programs. Some funds are required to be established by state law 
and by bond covenants. The Board of Trustees establishes other funds to control and manage money for 
particular purposes or to show that the Commission is meeting legal responsibilities for using certain revenues. 
The Commission has one kind of fund: 
 

 Governmental funds - Most of the Commission’s basic services are included in governmental funds,  
which generally focus on (1) how cash and other financial assets that can readily be converted to cash 
flow in and out and  (2)  the balances  left at  year-end  that  are  available  for  spending. Consequently, 
the governmental funds statements provide a detailed short-term view that helps you determine whether 
there are more or fewer financial resources that can be spent in the near future to finance the 
Commission's programs. Because this information does not encompass the additional long-term focus of 
the government-wide statements, we provide additional information at the bottom of the government 
funds statements that explain the relationship (or differences) between them. 

 
The fund financial statements can be found on pages 10 and 11 of this report.  
 
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.  
 
The notes can be found on pages 13 through 26 of this report.  
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Government-wide Financial Analysis 
 
Net Position 
 Governmental Activities  Percentage

 2018 2017  Change

ASSETS   
  Cash and investments in County Treasury $              363,089 $              379,931  -4.4%
  Intergovernmental receivable, net 71,306 67,997  4.9%
  Interest receivable 1,566 1,034  51.5%
      Total assets 435,961 448,962  -2.9%
DEFERRED OUTFLOWS OF RESOURCES 23,544 42,168  -44.2%

      LIABILITIES   
 Accounts payable 43,608 73,496  -40.7%
 Compensated absences 8,007 10,126  -20.9%
 Long-term liabilities:   
   Net pension liability 126,489 123,644  2.3%
     Total liabilities 178,104 207,266  -14.1%
DEFERRED INFLOWS OF RESOURCES 7,672 14,554  -47.3%
NET POSITION   
  Restricted 273,729 269,310  1.6%
    Total net position $              273,729 $             269,310  1.6%

 
Fiscal Year 2018 Compared to Fiscal Year 2017  
 

 At the end of fiscal year 2018, total assets decreased by $13,001 (2.9%) when compared to fiscal year 
2017. 

 Total deferred outflows of resources decreased by $18,624 (44.2%) due to a change in deferred pension 
actuarial assumptions.   

 Total liabilities decreased by $29,162 (14.1%). 
 Total deferred inflows of resources decreased by $6,882 (47.3%) due to a change in deferred pension 

actuarial assumptions. 
 Net position increased by $4,419 (1.6%). Net position is money received that is set aside for programs, 

projects, and activities to be conducted in the future according to a documented plan, budget or financial 
forecast formally approved by the Commission. 
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Changes in Net Position 
 Governmental Activities  Percentage
 2018 2017  Change

Program revenues:   
  Operating grants and contributions   
    Tobacco tax $               44,434 $               57,788  -23.1%
    Small county augmentation 253,433 242,212  4.6%
    Other 2,065 -  -%
      Subtotal program revenues 299,932 300,000  0.0%
General revenues:   
  Interest and other income 4,966 3,356  48.0%

            Total revenues 304,898 303,356  0.5%
     Program expenses:   

Salaries and benefits 64,787 64,602  0.3%
Pension adjustment 14,587 (27,888)  -152.3%
Program contractors 199,172 202,135  -1.5%
Insurance 1,961 1,317  48.9%
Memberships 2,875 2,875  0.0%
Office expenses 7,303 5,969  22.3%
Professional and specialized services 9,500 7,400  28.4%
Transportation and travel 294 64  359.4%
Other - 816  -100.0%
    Total expenses 300,479 257,290  16.8%
Change in net position  $                 4,419 $               46,066  -90.4%
   
Net cost of services $               (547) $               42,710  -101.3%

 
Fiscal Year 2018 Compared to Fiscal Year 2017 
 

 The Commission’s total revenues were $304,898. A majority of the revenue comes from grants. Program 
revenues decreased by $68 (0.0%) and general revenues increased by $1,610 (48.0%). The increase in 
program revenue was primarily due to Proposition 56 funds received in 2018. The increase in general 
revenue was primarily due to more interest income. 

 The total cost of all programs and services was $300,479. Most of the costs were paid directly by grants 
and contributions of $299,932. Program expenses increased by $43,189 (16.8%). The majority of the 
increase was due to an increase in the pension adjustment.  

Net cost of services represents each function's net cost (total cost less fees generated by the activities and 
intergovernmental aid). The net cost reflects what was funded by charges for services, operating grants and capital 
grants and contributions. 
 
Fund Financial Analysis 
 
The overall financial performance of the Commission as a whole is reflected in its governmental funds as well. As 
the Commission completed the year, its governmental funds reported a combined fund balance of $384,346, 
which is above last year's ending fund balance of $365,340. 
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General Fund Budgetary Highlights  
 
Over the course of the year, the Commission revises its annual budget to reflect unexpected changes in revenues 
and expenditures. A schedule of the Commission’s original and final budget amounts compared with actual 
revenues and expenses is provided in the statement of revenues, expenditures and changes in fund balance - 
budget and actual. 
 
The statement of revenues, expenditures and changes in fund balance - budget and actual can be found on page 12 of this 
report. 
 
Capital Assets and Long-Term Debt 
 
Capital Assets 
 
The Commission does not own any significant capital assets.  
 
Long-Term Debt 
 
At year end, the Commission had $126,489 in long-term debt, consisting of net pension liability. More detailed 
information about the Commission's debt is presented in the notes to the financial statements. 
 
Economic Outlook and Major Initiatives 
 
The uncertainty of federal and state funding can have a profound impact on the financial health of the 
Commission. Although no changes are currently anticipated, the federal and the state governments could 
implement budget cuts. 
 
Requests for Information 
 
This financial report is designed to provide our citizens, taxpayers, parents, participants, investors and creditors 
with a general overview of the Commission’s finances and to demonstrate the Commission’s accountability for 
the money it receives. If you have questions about this report, or need additional financial information, contact: 
Nicole Hinton, Executive Director, Modoc County Children and Families Commission, 802 North East St. Room 
103, Alturas, CA 96101. 
 
  



Governmental
Activities

ASSETS

Cash and investments in County Treasury 363,089$           
Intergovernmental receivable, net 71,306               
Interest receivable, net 1,566                 

Total assets 435,961             

DEFERRED OUTFLOWS OF RESOURCES

Deferred outflows of resources 23,544               

Total deferred outflows of resources 23,544               

LIABILITIES

Accounts payable 43,608               
Compensated absences, current portion 8,007                 
Long-term liabilities:

Net pension liability 126,489             

Total liabilities 178,104             

DEFERRED INFLOWS OF RESOURCES

Deferred inflows of resources 7,672                 

Total deferred inflows of resources 7,672                 

NET POSITION

Restricted 273,729             

Total net position 273,729$           

Modoc County Children and Families Commission

STATEMENT OF NET POSITION
June 30, 2018

(A Component Unit of Modoc County)

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

Program expenses:
Salaries and benefits 64,787$             
Pension adjustment 14,587               
Program contractors 199,172             
Insurance 1,961                 
Memberships 2,875                 
Office expenses 7,303                 
Professional and specialized services 9,500                 
Transportation and travel 294                   

Total program expenses 300,479             

Program revenues:
Operating grants and contributions:

Tobacco tax 44,434               
Small county augmentation 253,433             
Other 2,065                 

Total program revenues 299,932             

Net program revenues (expenses) (547)                  

General revenues:
Interest and other income 4,966                 

Total general revenues 4,966                 

Change in net position 4,419                 
Net position, beginning of period 269,310             

Net position, end of period 273,729$           

Modoc County Children and Families Commission

STATEMENT OF ACTIVITIES
For the Year Ended June 30, 2018

(A Component Unit of Modoc County)

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

ASSETS

Cash and investments in County Treasury 363,089$           
Intergovernmental receivable, net 71,306               
Interest receivable, net 1,566                 

Total assets 435,961$           

LIABILITIES AND FUND BALANCES

Liabilities:
Accounts payable 43,608$             
Compensated absences, current portion 8,007                 

Total liabilities 51,615               

Fund balances:
Restricted 233,690             
Committed 150,656             

Total fund balances 384,346             

Total liabilities and fund balances 435,961$           

Total Governmental Funds Fund Balances 384,346$           
Amounts reported in the Statement of Net Position are different because:

Long-term assets are not available to pay for current period expenditures, and 
long-term liabilities are not due and payable in the current period and, therefore, 
are not reported in the governmental fund:

Deferred outflows of resources 23,544               
Net pension liability (126,489)            
Deferred inflows of resources (7,672)               

Net Position of Governmental Activities 273,729$           

Reconciliation of the Governmental Funds Balance Sheet with the Governmental Activities 
Statement of Net Position:

Modoc County Children and Families Commission

GOVERNMENTAL FUNDS BALANCE SHEET
June 30, 2018

(A Component Unit of Modoc County)

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

Revenues:
Tobacco tax 44,434$             
Small county augmentation 253,433             
Other 2,065                 
Interest and other income 4,966                 

Total revenues 304,898             

Expenditures:
Program expenditures 199,172             
Administrative expenditures 72,760               
Evaluation expenditures 13,960               

Total expenditures 285,892             

Excess of revenues over (under) expenditures 19,006               
Fund balance, beginning of period 365,340             

Fund balance, end of period 384,346$           

Net Change in Fund Balances 19,006$             

Change in long-term portion of assets and liabilities do not provide or require the 
use of current financial resources and therefore are not reported in the 
governmental fund:

Change in deferred outflows of resources (18,624)              
Change in net pension liability (2,845)               
Change in deferred inflows of resources 6,882                 

Change in Net Position of Governmental Activities 4,419$               

Amounts reported in the Statement of Activities are different because:

Reconciliation of the Net Change in Fund Balances with the Change in Net Position of 
Governmental Activities:

Modoc County Children and Families Commission

GOVERNMENTAL FUNDS STATEMENT OF REVENUES,

For the Year Ended June 30, 2018
EXPENDITURES, AND CHANGES IN FUND BALANCES

(A Component Unit of Modoc County)

The accompanying notes are an integral part of these financial statements.
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Actual Variance
Original Final (Budgetary with Final
Budget Budget Basis) Budget

Revenues:
Tobacco tax 44,434$         44,434$         44,434$         -$              
Small county augmentation 255,566        255,566        253,433        (2,133)           
Other -                -                2,065            2,065            
Interest and other income -                3,400            4,966            1,566            

Total revenues 300,000        303,400        304,898        1,498            

Expenditures:
Salaries and benefits 87,920          87,920          64,787          23,133          
Program contractors 230,000        214,850        199,172        15,678          
Insurance 2,000            2,000            1,961            39                 
Maintenance of equipment 100               100               -                100               
Memberships 2,875            2,875            2,875            -                
Office expenses 7,064            7,064            7,303            (239)              
Professional and specialized services 9,150            9,150            9,500            (350)              
Departmental expense projects 100               100               -                100               
Transportation and travel 400               400               294               106               

Total expenditures 339,609        324,459        285,892        38,567          

Excess of revenues over (under)
expenditures (39,609)$       (21,059)$       19,006          40,065$         

Fund balance, beginning of period 365,340        

Fund balance, end of period 384,346$       

General Fund

For the Year Ended June 30, 2018

Modoc County Children and Families Commission

STATEMENT OF REVENUES, EXPENDITURES
AND CHANGES IN FUND BALANCES

Budget and Actual

(A Component Unit of Modoc County)

The accompanying notes are an integral part of these financial statements.
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NOTE 1 -  GENERAL 
 

The Modoc County Children and Families Commission (the Commission), a component unit of 
Modoc County accounts for its financial transactions in accordance with accounting principles 
generally accepted in the United States of America (GAAP) as prescribed by the Governmental 
Accounting Standards Board (GASB) and the American Institute of Certified Public Accountants 
(AICPA). 
 
The Commission was established by Ordinance 321 developed by the Modoc County Board of 
Supervisors. The Board of Supervisors may appoint a majority of the Commission's governing body 
and the Commissioners serve at the pleasure of the Board of Supervisors and may be removed at will. 
The Board of Supervisors also has the authority to terminate the program under Health and Safety 
Code Section 130140.1. Based on these facts, the Commission is a component unit of Modoc County 
as defined in GASB Statements No. 14 and 39. The Board of Supervisors can impose its will by 
removing Commissioners and may exercise financial control by terminating the program. 

 
NOTE 2 -  SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES  
 
   A.  Measurement Focus, Basis of Accounting, & Financial Statement Presentation 
 

The government-wide financial statements (i.e., the Statement of Net Position and the Statement of 
Activities) are reported using the economic resources measurement focus and the accrual basis of accounting. 
Revenues are recorded when earned and expenses are recorded when a liability is incurred, regardless 
of the timing of the related cash flows. Nonexchange transactions, in which the Commission gives (or 
receives) value without directly receiving (or giving) equal value in exchange, include county 
assessments, grants, entitlements, and donations. Revenue from grants, entitlements, and donations is 
recognized in the fiscal year in which all eligibility requirements have been satisfied. When both 
restricted and unrestricted net position is available, restricted resources are generally depleted first 
before the unrestricted resources are used. 
 
The Statement of Net Position presents the Commission's financial position in a net position approach. 
The Statement of Activities reports the change in net position in a net program cost format to 
demonstrate the degree to which the expenses of the Commission are offset by its program revenues. 
The Commission has no business-type activities. 
 
The operations of each fund are accounted for with a separate set of self-balancing accounts that 
comprise its assets, liabilities, fund equity, revenues, and expenditures as appropriate. Government 
resources are allocated to and accounted for in individual funds based upon the purposes for which 
they are to be spent and the means by which spending activities are controlled. 
 
The statement of net financial position and the statement of activities include the financial activities of 
the overall government, except for fiduciary activities. Eliminations have been made to minimize the 
double­counting of internal activities. Governmental activities generally are financed through taxes, 
intergovernmental revenues, and other nonexchange transactions. 
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NOTE 2 -  SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued) 
  

   A.  Measurement Focus, Basis of Accounting, & Financial Statement Presentation (concluded) 
 

The statement of activities presents a comparison between direct expenses and program revenues for 
each function of the Commission's governmental activities. Direct expenses are those that are 
specifically associated with a program or function and, therefore, are clearly identifiable to a particular 
function. The Commission does not allocate indirect expenses in the statement of activities. Program 
revenues include (a) fees, fines, and charges paid by the recipients of goods or services offered by the 
programs and (b) 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 as general revenues. 
 
Governmental fund financial statements, presented after the government-wide financial statements, are 
reported using the current financial resources measurement focus and the modified accrual basis of accounting. 
With this measurement focus, only current assets and current liabilities are included on the balance 
sheet. Operating statements of these funds present increases (i.e., revenues and other financing 
sources) and decreases (i.e., expenditures and other financing uses) in current assets. Revenues are 
recognized as soon as they are both measurable and available. “Measureable” means that the amount of 
the transaction can be determined. Revenues are considered to be available when they are collectible 
within the current period or soon enough thereafter to pay liabilities of the current period. Revenues 
from reimbursement type programs are considered to be available when they are collectible within sixty 
days of the end of the current fiscal period in order to properly match revenues with related 
expenditures. Miscellaneous revenues are recorded as revenue when received in cash because they are 
generally not measurable until actually received. Investment earnings are recorded as earned, since they 
are both measurable and available. Expenditures are recognized in the accounting period in which the 
liability is incurred, if measurable, except for principal and interest on general long-term debt, claims 
and judgments, and compensated absences, which are recognized as expenditures to the extent they 
have matured. General capital asset acquisitions are reported as expenditures in governmental funds. 
Proceeds of general long-term debt and acquisitions under capital leases are reported as other financing 
sources. 
 
The emphasis of fund financial statements is on major governmental funds. All remaining 
governmental funds are aggregated and reported as non-major funds, regardless of their fund type. 
Major funds are those that have assets, liabilities, revenue or expenditures equal to ten percent of their 
fund-type total. The General Fund is always a major fund. The Commission may also select other 
funds it believes should be presented as major funds. 
 
The Commission reports the following major governmental fund types: the General Fund is the 
Commission’s primary operating fund. It is used to account for all activities, except those required to 
be accounted for in another fund. 
 

 B.  Program Revenues 
 

Program revenues in the financial statements include tobacco tax, small county augmentation funds 
and other funding from First 5 California. 
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NOTE 2 -  SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued) 
  
C.  Net Position 

 
The government-wide financial statements utilize a net position presentation. Net position is 
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 into one 
component of net position. 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 Position - This category presents external restrictions imposed by creditors, contributors 
or laws or regulations of other governments and restrictions imposed by law through constitutional 
provisions or enabling legislation. 
 
Unrestricted Net Position - This category represents net position of the Commission not restricted for 
any project or other purpose. 

 
 D.  Deferred Outflows and Inflows of Resources 
 

Pursuant to GASB Statement No. 63, Financial Reporting of Deferred Outflows of Resources, Deferred Inflows of 
Resources, and Net Position, and GASB Statement No. 65, Items Previously Reported as Assets and Liabilities, 
the Commission recognized deferred outflows and inflows of resources. 
 
In addition to assets, the Statement of Net Position will sometimes report a separate section for 
deferred outflows of resources. A deferred outflow of resources is defined as a consumption of net 
position by the government that is applicable to a future reporting period and will not be recognized as 
an outflow of resources (expense/expenditure) until then. The Commission has one such item which is 
reported in note 7. 
 
In addition to liabilities, the Statement of Net Position will sometimes report a separate section for 
deferred inflows of resources. A deferred inflow of resources is defined as an acquisition of net 
position by the government that is applicable to a future reporting period and will not be recognized as 
an inflow of resources (revenue) until then. The Commission has one such item which is reported in 
note 7. 
 

 E.  Use of Estimates 
 

The preparation of basic financial statements in conformity with accounting principles generally 
accepted in the United States of America requires management to make estimates and assumptions that 
affect certain reported amounts and disclosures. Accordingly, actual results based on subsequent events 
could differ from those estimates.  
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NOTE 2 -  SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued) 
  
F.  Budgetary Information 

 
The Commission adopted a budget consistent with the modified accrual basis of accounting used in 
governmental funds, which can be amended by the Commission throughout the year. The basis used to 
prepare the budget is the same as the basis used to reflect actual revenues and expenditures, except 
deferred outflows of resources, net pension liability and deferred inflows of resources are not included 
in the budget. 
 

 G.  Risk Management 
 

The Commission is exposed to various risks of loss related to torts; theft of, damage to and destruction 
of assets; errors and omissions; injuries to employees; and natural disasters. The Commission has 
managed these risks by obtaining coverage from commercial insurance companies as well as providing 
employee education and prevention programs. All risk management activities are accounted for in the 
General Fund. Expenditures and claims are recognized when it is probable that a loss has occurred and 
the amount of the loss can be reasonably estimated.  In determining claims, events that might create 
claims, but for which none have been reported are considered. 
 
The Commission estimates that the amount of actual or potential claims against the Commission as of 
June 30, 2018 will not materially affect the financial condition of the Commission. Therefore, the 
General Fund contains no provision for estimated claims. Information relating to an analysis of claims 
activities for the year was not available. 
 

 H.  Commitments and Contingencies 
 

 Litigation 
The Commission is not currently involved in any litigation. In the opinion of management and legal 
counsel, the disposition of any litigation pending will not have a material effect on the financial 
statements. 

 
 State Allowances, Awards, and Grants 

The Commission has received State funds for specific purposes that are subject to review and audit by 
the grantor agencies. Although such audits could generate expenditure disallowances under terms of 
the grants, it is believed that any required reimbursements will not be material. 
 
I.  Economic Dependency 

 
 The Commission has a significant economic dependency on tobacco tax allocations from the State, as 

these allocations represent a substantial portion of the Commission's revenue. During the year ended 
June 30, 2018, the Commission received $299,932, which amounts to 98% of total revenue for the year. 
The Commission's ability to continue operations depends primarily on the continuance of this funding 
source. Tobacco tax allocations from the State do not have a termination date but are vulnerable to 
changes in legislation.  
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NOTE 2 -  SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (concluded) 
  

J.  Assets, Liabilities, Deferred Outflows/Inflows of Resources, and Net Position/Fund Balance 
 

Capital Assets 
The Commission does not report any fixed assets in its financial statements. The Commission’s 
property consists of office furniture and equipment, which does not meet the Commission’s 
capitalization threshold of $5,000 in the government wide financial statements. 
 
Pensions 
For purposes of measuring the net pension liability and deferred outflows/inflows of resources related 
to pensions, and pension expense, information about the fiduciary net position of the Commission’s 
pension plan and additions to/deductions from the Plans’ fiduciary net position have been determined 
on the same basis as they are reported by CalPERS. For this purpose, benefit payments (including 
refunds of employee contributions) are recognized when currently due and payable in accordance with 
the benefit terms. Investments are reported at fair value. 
 

  K.  Subsequent Events 
 

In preparing these basic financial statements, the Commission has evaluated events and transactions for 
potential recognition or disclosure through October 18, 2018, the date the basic financial statements 
were available to be issued. 
 
L.  Implementation of Governmental Accounting Standards Board (GASB) Statements 

 
GASB Statement No. 85 – Omnibus 2017 
In March 2017, the GASB issued GASB Statement No. 85, Omnibus 2017. This Statement is to 
address practice issues that have been identified during implementation and application of certain 
GASB Statements. This Statement addresses a variety of topics including issues related to blending 
component units, goodwill, fair value measurement and application, and postemployment benefits 
(pensions and other postemployment benefits [OPEB]). This Statement is effective for First 5’s fiscal 
year ending June 30, 2018. 

 
NOTE 3 - CASH AND INVESTMENTS IN COUNTY TREASURY 
 

Cash and Investments in County Treasury  
The Commission’s investments are carried at fair value instead of cost, as required by U.S. generally 
accepted accounting principles. The Commission adjusts the carrying value of its investments, if 
material, to reflect their fair value at each fiscal year end, and it includes the effects of these adjustments 
in income for that fiscal year. At June 30, 2018, the difference between book value and fair value was 
immaterial and is not reflected in the value of the Commission’s investments. 
 
The Commission maintains its cash in the County Treasury. Funds are pooled with those of other 
agencies and invested. These pooled funds are carried at cost, which closely approximates fair market 
value as determined by the pooled fund manager. Therefore, no adjustment has been made to reflect 
the current market value in the financial statements. Assumptions made in determining the fair value of 
the pooled investment portfolios are available from the Modoc County Treasurer. Interest earned is 
deposited into participating funds. Any investment losses are proportionately shared by all funds in the 
pool. 
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NOTE 3 - CASH AND INVESTMENTS IN COUNTY TREASURY (continued) 
 

 The Commission is authorized to deposit cash and invest excess funds by California Government Code 
Section 53648 et seq. 
 
The fair value of cash and investments of the Commission's investment in the County Pool is reported 
in the accompanying financial statements at amounts based upon the Commission's pro-rated share of 
the fair value provided by the Treasurer for the County Pool portfolio. The Commission's cash and 
investments in the pool totaled $363,089 as of June 30, 2018.  
 
Fair Value of Investments 
The Commission categorizes its fair value measurements within the fair value hierarchy established by 
generally accepted accounting principles. The hierarchy is based on the valuation inputs used to 
measure the fair value of the asset. Level 1 inputs are quoted prices in active markets for identical 
assets; Level 2 inputs are significant other observable inputs; Level 3 inputs are significant 
unobservable inputs.  

 
The Commission has the following recurring fair value measurements as of June 30, 2018:  
  
    Modoc County Investment Pool (Level 2 inputs) $       363,089

 
Investment Policy 
The County has adopted an Investment Policy which complies with the requirements of California 
Government Code and serves as the basis for the type of investments, maturity limit, credit rating, and 
diversification of securities comprising the Investment Pool. The objectives of the policy are safety of 
principal, maintenance of liquidity and earning a competitive rate of return. 

 
Investment Objectives 
The County’s overall investment program shall be designed and managed with a degree of 
professionalism worthy of the public trust. The overriding objectives of the program are to preserve 
principal, provide sufficient liquidity, and manage investment risks, while seeking a market-rate of 
return. 
 
Safety - safety of principal is the foremost objective of the investment program. Investments will be 
undertaken in a manner that seeks to ensure the preservation of capital in the overall portfolio. To 
attain this objective, the County will diversify its investments by investing funds among a variety of 
securities with independent returns. 
 
Liquidity - the investment portfolio will remain sufficiently liquid to meet all operating requirements 
that may be reasonably anticipated. 
 
Return on Investments - the investment portfolio will be designed with the objective of attaining a 
market rate of return throughout budgetary and economic cycles, taking into account the investment 
risk constraints for safety and liquidity needs. 
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NOTE 3 - CASH AND INVESTMENTS IN COUNTY TREASURY (continued) 
 

Credit Risk 
Credit risk is the risk that a security or a portfolio will lose some or all of its value due to a real or 
perceived change in the ability of the issuer to repay its debt. The County will mitigate credit risk by 
investment in investment grade securities and by diversifying the investment portfolio so that the 
failure of any one issuer would not unduly harm the County’s capital base and cash flow. 

 
Market Risk 
Market risk is the risk that the portfolio value will fluctuate due to changes in the general level of 
interest rates. The County recognizes that, over time, longer-term portfolios have the potential to 
achieve higher returns. On the other hand, longer-term portfolios have higher volatility of return. The 
County will mitigate market risk by providing adequate liquidity for short-term cash needs, and by 
making longer-term investments only with funds that are not needed for current cash flow purposes. 
 
The County further recognizes that certain types of securities, including variable rate securities, 
securities with principal paydowns prior to maturity, and securities with embedded options, will affect 
the market risk profile of the portfolio differently in different interest rate environments. The County, 
therefore, adopts the following strategies to control and mitigate its exposure to market risk: 
 
Concentration of Credit Risk  
Concentration of credit risk is the risk of loss attributed to the magnitude of the County Pool's 
investment in a single issuer of securities. For each authorized investment type, state law restricts the 
maximum percentages allowed in the portfolio and per issuer. As of June 30, 2018, the investment pool 
has five percent or more of its total investments with the following issuers: 28.0% in Liquid Assets, 
26.9% in Certificates of Deposit - Negotiable, 23.8% in Medium Term Corporate Notes, and 7.8% in 
CalTrust 
 
The Commission maintains its cash in the Modoc County Treasury, which is not insured or 
collateralized. As of June 30, 2018 and continuing through the date of issuance of these financial 
statements, the total amount of pooled funds invested by all agencies in the Modoc County Treasury 
exceeds the amount of cash available. This is a result of a significant deficit balance in Modoc County's 
portion of the pooled cash in the County Treasury due to negative cash balances in some County of 
Modoc funds. The County has been able to provide all funds requested by the Commission and is in 
the process of rectifying the situation. However, as long as cash is not available for all pooled fund 
balances in the County Treasury, the Commission is at risk for not being able to recover its deposits.  
The total amount of Cash in County Treasury as of June 30, 2018 was $363,089. 
 
Authorized Investments of the County Pool  
The County’s investments are governed by California Government Code, Sections 53600 et seq. Within 
the investments permitted by the Code, the County seeks to further restrict eligible investments to the 
guidelines listed below. In the event a discrepancy is found between this policy and the Code, the more 
restrictive parameters will take precedence. Percentage holding limits listed in this section apply at the 
time the security is purchased. 
 
Any investment currently held at the time the policy is adopted which does not meet the new policy 
guidelines can be held until maturity, and shall be exempt from the current policy. At the time of the 
investment’s maturity or liquidation, such funds shall be reinvested only as provided in the current 
policy. 
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NOTE 3 - CASH AND INVESTMENTS IN COUNTY TREASURY (concluded) 
 

An appropriate risk level shall be maintained by primarily purchasing securities that are of high quality, 
liquid, and marketable. The portfolio shall be diversified by security type and institution to avoid 
incurring unreasonable and avoidable risks regarding specific security types or individual issuers. 
 

             Authorized Investment Type            _ 
Maximum 
Maturity 

Maximum 
Percentage of 

Portfolio 

Maximum
Investment in 

One Issuer 
Municipal Securities 5 years 30% 5%
U.S. Treasuries 5 years 100% 
Federal Agencies 5 years 25% 
Bankers Acceptances 180 days 40% 5%
Commercial Paper 270 days 25% 5%
Negotiable Certificate of Deposit (NCDs) 5 years 30% 5%
Federally Insurance Time Deposits 5 years 20% FDIC
Collateralized Time Deposits 5 years 20% 
Certificate of Deposit Placement Service (CDARS) 5 years 30% 
Collateralized Bank Deposits  
Repurchase Agreements 365 days  
State of California Local Agency Investment Fund (LAIF) N/A 100% 100%
Local Government Investment Pools N/A 50% 
Corporate Medium Term Notes (MTNs) 5 years 30% 5%
Asset-Backed, Mortgage-Backed, Mortgage Pass-Through 
Securities, and Collateralized Mortgage Obligations 5 years 20% 5% 

Money Market Mutual Funds N/A 20% 
Supranationals 5 years 30% 10%
  
At June 30, 2018, the County Pool was invested in the following securities: 
 

             Investment Type            _ Interest Rate Maturities 
Maturity
Range 

Asset Backed Security 1.36%-3.11% 7/22/19-9/15/22 1-5 years
CalTrust 0.00% N/A 0-1 month
Certificates of Deposit Negotiable 1.25%-2.85% 12/17/18-4/24/23 3 months-5 years
Commercial Paper 2.34% 10/15/18 3-6 months
Liquid Assets 0.00% N/A 0-1 month
Medium Term Corporate Notes 1.30%-3.25% 1/28/19-9/28/22 6 months-5 years
Money Market Mutual Funds 0.00% N/A 0-1 month
Supranationals 1.13%-2.25% 4/21/20-7/20/21 1-4 years
U.S. Agencies 1.13%-2.13% 7/20/18-2/26/21 0 months-3 years
U.S. Treasuries 1.50% 10/31/19 1-2 years 
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NOTE 4 - INTERGOVERNMENTAL RECEIVABLE 
 

Intergovernmental receivable represents revenues that were received after the fiscal year June 30, 2018: 
  
Tobacco tax - May $                 4,163
Tobacco tax - June 2,861
Proposition 56 2,065
Small county augmentation                 62,217
    Total $               71,306

 
NOTE 5 - ACCOUNTS PAYABLE 
 

Accounts payable is comprised of funding due to grantees at the fiscal year ended June 30, 2018: 
  
Funding due to grantees $               43,608

 
NOTE 6 - COMPENSATED ABSENCES 
 

The Commission accrues for compensated absences in the government-wide financial statements to 
pay its employees for unused vacation, compensatory, and sick time. Unused vacation and 
compensatory time are cashed out upon separation. Unused sick time is cashed out upon retirement. 
 
The changes in the compensated absences balance for the fiscal year ended June 30, 2018 were as 
follows:  
   
Balance – beginning of year $               10,126
Additions 9,297
Retirements                (7,178)
Balance – end of year $               8,007
 
Due within a year $               8,007

 
NOTE 7 - EMPLOYEES’ RETIREMENT PLAN 

 
Plan Description  
General. The Commission, as the employer, participates in the agent multiple-employer defined benefit 
pension plan administered by the California Public Employees' Retirement System (CalPERS). The 
plan provides retirement and disability benefits, annual cost-of­ living adjustments, and death benefits 
to plan members, and beneficiaries. A full description of the pension plan benefit provisions and 
assumptions for funding purposes can be obtained in CalPERS’ annual financial report from their 
Executive Office – P.O. Box 942704, Sacramento, CA 94229-2704. 
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NOTE 7 - EMPLOYEES’ RETIREMENT PLAN (continued) 
  

Contributions. The contribution requirements of the Plan are established by Section 20814(c) of the 
California Public Employees' Retirement Law, which requires that employer contribution rates for all 
public employers be determined on an annual basis by the actuary and shall be effective on the July 1 
following notice of a change in the rate. The total plan contributions are determined through CalPERS' 
annual actuarial valuation process. The actuarially determined rate is the estimated amount necessary to 
finance the costs of benefits earned by the employees during the year, with an additional amount to 
finance any unfunded accrued liability. The employer is required to contribute the difference between 
the actuarially determined rate and the contribution rate of employees. For the measurement period 
ended June 30, 2017 the average active employee contribution rate was 7.00% of annual pay, and the 
Commission’s contribution rate was 7.90%. Contributions to the pension plan from the Commission 
were $4,009 for the year ended June 30, 2018. 
 

  For the fiscal year ended June 30, 2018, the contributions recognized as part of pension expense for the 
plan were as follows: 

 
Contributions – employer   $        4,009
Contributions – employee   N/A

 
  Pension Liabilities, Pension Expenses, and Deferred Outflows/Inflows of Resources Related to 

Pensions 
  As of June 30, 2018, the Commission reported $126,489 of net pension liabilities for its proportionate 

share of the net pension liability. The net pension liability of the plan is measured as of June 30, 2017, 
and the total pension liability for the plan used to calculate the net pension liability was determined by 
an actuarial valuation as of June 30, 2017. The Commission’s proportion of the net pension liability was 
based on the Commission's contributions received by the pension plan relative to the total 
contributions received by the pension plan for all participating employees of Modoc County as of June 
30, 2017. Based upon this information, the Commission’s proportionate share of the net pension 
liability was 0.64% as of June 30, 2017, which was the same from its share measured as of June 30, 
2016. 

 
  For the year ended June 30, 2018, the Commission recognized pension adjustment of $14,587. At June 

30, 2018, the Commission reported deferred outflows of resources and deferred inflows of resources 
related to pensions from the following sources: 

 
 
 

Deferred 
Outflows of 
Resources     

 Deferred
Inflows of 
Resources  

Changes of assumptions $         14,398  $                    -
Differences between expected and actual experience              -     7,672
Net difference between projected and actual earnings    
  on pension investments 5,137  -
Pension contributions subsequent to measurement date              4,009                         - 
    Total $          23,544  $              7,672
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NOTE 7 - EMPLOYEES’ RETIREMENT PLAN (continued) 
  

The Commission reported $4,009 as deferred outflows of resources related to contributions 
subsequent to the measurement date that will be recognized as a reduction of the net pension liability 
in the year ended June 30, 2019. Other amounts reported as deferred outflows of resources and 
deferred inflows of resources related to pensions will be recognized as pension expense as follows: 

 
Fiscal Year Ended 

   

6/30/19   $          5,207
6/30/20   7,326
6/30/21   2,245
6/30/22   (2,915)
6/30/23   -
Thereafter   -

 
  The total pension liabilities in the June 30, 2017 actuarial valuation were determined using the 

information below. 
 
  Actuarial Methods and Assumptions: 

Valuation Date June 30, 2017 
Actuarial Cost Method Entry Age Normal 
Amortization Method/Period June 30, 2014 Funding Valuation Report 
Asset Valuation Method Market Value of Assets 
Actuarial Assumptions:  
    Inflation 2.75% 
    Salary Increases Varies by Entry Age and Service 
    Payroll Growth 3.00% 
    Investment Rate of Return 7.50 Net of Pension Plan Investment and Administrative 

Expenses; includes Inflation. 
    Retirement Age The probabilities of Retirement are based on the 2014 

CalPERS Experience Study for the period from 1997 to 
2011. 

    Mortality The probabilities of mortality are based on the 2014 
CalPERS Experience Study for the period from 1997 to 
2011. Pre-retirement and Post-retirement mortality rates 
include 20 years of projected mortality improvement using 
Scale BB published by the Society of Actuaries. 

 
  The actuarial assumptions used to determine the liabilities for the June 30, 2017 valuation are based on 

the results of the actuarial experience study for the period ending June 30, 2014. 
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NOTE 7 - EMPLOYEES’ RETIREMENT PLAN (concluded) 
 
  The long-term expected rate of return on pension plan investments was determined using a building-

block method in which expected future real rates of return (expected returns, net of pension plan 
investment expense and inflation) are developed for each major asset class. The table below reflects 
long-term expected real rate of return by asset class. The rates of return were calculated using the 
capital market assumptions applied to determine the discount rate.  

   
          
Asset Class 

 
New Strategic 

Allocation 

 
Real Return Years 1-10 
(expected inflation of 

2.5%) 

 
Real Return Years 11+ 
(expected inflation of 

3.0%) 

Global Equity 47.0% 4.90% 5.38%
Fixed Income  19.0% 0.80% 2.27%
Inflation Assets 6.0% 0.60% 1.39%
Private Equity  12.0% 6.60% 6.63%
Real Estate 11.0% 2.80% 5.21%
Infrastructure and Forestland 3.0%                   3.90%                   5.36%
Liquidity 2.0%                -0.40%                -0.90%

 
  Discount Rate 
  The discount rate used to measure the total pension liability was 7.1.5 percent. This differs from the 

discount rates used as of June 30, 2016, due to a decrease in the long-term expected rate of return. The 
financial reporting discount rates are not adjusted for administrative expenses and are consistent with 
the funding discount rates at the end of the three-year funding discount rate phase-in period. To 
determine whether the municipal bond rate should be used in the calculation of a discount rate, the 
amortization and smoothing periods adopted by the Board in 2013 were used. The crossover test was 
performed as being more at risk of failing the crossover test and resulting in a discount rate that would 
be different from the long-term expected rate of return on pension investments. Based on the testing, 
the tests revealed the assets would not run out. Therefore the long-term expected rate of return on 
pension plan investments was applied to all periods of projected benefit payments to determine the 
total pension liability.  

 
  Sensitivity of the Proportionate Share of Net Pension Liability to Changes in the Discount Rate 
  The following presents the Commission’s proportionate share of the net pension liability of CalPERS, 

calculated using the discount rate for CalPERS, as well as what the Commission’s proportionate share 
of the net pension 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 rate: 

 
 
 
 

 
Discount Rate 
- 1% (6.15%)

Current 
Discount Rate 

(7.15%)   

  
Discount Rate 
+ 1% (8.15%) 

Net pension liability $     188,711 $     126,489  $     74,586
 
  Pension Plan Fiduciary Net Position 

Detailed information about each pension plan’s fiduciary net position is available in the separately 
issued CalPERS financial report. 
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NOTE 8 - FUND BALANCE 
 
As prescribed by GASB Statement No. 54, governmental funds report fund balance in classifications 
based primarily on the extent to which the Commission is bound to honor constraints on the specific 
purposes for which amounts in the funds can be spent. The Commission's fund balances were 
comprised of the following: 
 
Nonspendable Fund Balance - amounts that are not in nonspendable form (such as inventory) or are 
required to be maintained intact. 
 
Restricted Fund Balance - includes amounts that can be spent only for specific purposes stipulated by 
external resources providers (such as granters, bondholders, and higher levels of government), 
constitutionally or through enabling legislation. Restrictions may effectively be changed or lifted only 
with the consent of the resource provider.  

 
Committed Fund Balance - includes amounts that can only be used for specific purposes  
determined by a formal action of the Commission's highest level decision-making authority (i.e., 
Commission Board), the First 5 Commission. Commitments may be changed or lifted only by the 
Commission taking the same formal action that originally imposed the constraint. 
 
Assigned Fund Balance - comprises amounts intended to be used by the Commission for specific 
purposes that are neither restricted nor committed. Intent is expressed by (1) First 5's Commission or 
(2) a body (for example: a budget or finance committee) or official to which First 5's Commission has 
delegated the authority to assign amounts to be used for specific purposes. The Commission has 
chosen not to delegate this authority. 
 
Unassigned Fund Balance - amounts that are available for any purpose. Positive amounts are reported 
only in the general fund. 
 

The Commission establishes (and modifies or rescinds) fund balance commitments by passage of an 
ordinance or resolution. This is typically done through adoption and amendment of the budget. A fund 
balance commitment is further indicated in the budget document as a designation or commitment of 
the fund (such as obligated for future contracts). Assigned fund balance is established by Commission 
Board through adoption or amendment of the budget as intended for specific purpose (such as the 
purchase of fixed assets, construction, debt service, or for other purposes). 

 
When an expenditure is incurred for purposes for which both restricted and unrestricted fund balance 
is available, the Commission considers restricted funds to have been spent first. When an expenditure 
is incurred for which committed, assigned, or unassigned fund balances are available, the Commission 
considers amounts to have been spent first out of committed funds, then assigned funds, and finally 
unassigned funds, as needed, unless the Commission Board has provided otherwise in its commitment 
or assignment actions.  
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NOTE 8 - FUND BALANCE (concluded) 
 
At fiscal year-end, fund balance reported on the Statement of Revenues, Expenditures and Changes in 
Fund Balance includes: 
 
Restricted: 
  Executed grants $          235,823
Committed: 
  Reserved for entitlements 106,627
  Designated for contingencies              41,896  
    Total fund balance $          384,346

 
NOTE 9 - EXECUTED GRANTS 

 
  The Commission’s executed grants as of June 30, 2018 were as follows: 

 
Modoc County Public Health (Healthy Beginnings) $           31,380
Modoc Office of Education 43,100
Surprise Valley Joint Unified School District 44,000
TEACH, Inc.            117,343
          Total $          235,823

 
NOTE 10 - PROGRAM EXPENDITURES 

 
Program expenditures for the year ended June 30, 2018 include: 
 
Modoc County Public Health (Healthy Beginnings) $           31,380
Modoc Office of Education/Dollywood 100,428
Surprise Valley Joint Unified School District 27,461
TEACH, Inc. 20,337
Other (Admin/MHF)              19,566
          Total $          199,172

 
NOTE 11 - PROGRAM EVALUATION 

 
  The Commission spent $13,960 on program evaluation during the fiscal year ended June 30, 2018. 
 
  



Schedule 1

2018

Commission’s proportion of the collective net pension liability (asset) 0.64%
Commission’s proportionate share of the collective net pension liability (asset) 126,489$           
Commission’s covered-employee payroll* (2017) 55,235$             
Commission’s proportionate share of the collective net pension liability as a

percentage of covered payroll 229.00%
Plan fiduciary net position as a percentage of the total pension liability 75.10%

2017

Commission’s proportion of the collective net pension liability (asset) 0.64%
Commission’s proportionate share of the collective net pension liability (asset) 123,644$           
Commission’s covered-employee payroll* (2016) 55,199$             
Commission’s proportionate share of the collective net pension liability as a

percentage of covered payroll 224.00%
Plan fiduciary net position as a percentage of the total pension liability 74.42%

2016

Commission’s proportion of the collective net pension liability (asset) 1.02%
Commission’s proportionate share of the collective net pension liability (asset) 127,009$           
Commission’s covered-employee payroll* (2015) 56,731$             
Commission’s proportionate share of the collective net pension liability as a

percentage of covered payroll 223.88%
Plan fiduciary net position as a percentage of the total pension liability 79.43%

2015

Commission’s proportion of the collective net pension liability (asset) 0.83%
Commission’s proportionate share of the collective net pension liability (asset) 100,888$           
Commission’s covered-employee payroll* (2014) 61,566$             
Commission’s proportionate share of the collective net pension liability as a

percentage of covered payroll 163.87%
Plan fiduciary net position as a percentage of the total pension liability 81.82%

REQUIRED SUPPLEMENTARY INFORMATION

*In accordance with Statement No. 82 of the GASB, Covered Employee Payroll is the payroll on which
contributions are based. Thus, these amounts may be different than shown in fiscal year ended 2016
and earlier reports.

Modoc County Children and Families Commission
(A Component Unit of Modoc County)

SCHEDULE OF PROPORTIONATE SHARE OF THE NET PENSION LIABILITY
For the Year Ended June 30, 2018

The schedules present information to illustrate changes in the Commission's proportionate share of the
net pension liability over a ten year period when the information is available.
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Schedule 2

2018

Contractually required contribution 4,009$              
Contributions in relation to the contractually required contribution 4,009                

Contribution deficiency (excess) -$                  

Covered payroll* 50,732$             
Contributions as a percentage of covered payroll 7.90%

2017

Contractually required contribution 8,782$              
Contributions in relation to the contractually required contribution 9,375                

Contribution deficiency (excess) (593)$                

Covered payroll* 55,235$             
Contributions as a percentage of covered payroll 16.97%

2016

Contractually required contribution 8,777$              
Contributions in relation to the contractually required contribution 8,826                

Contribution deficiency (excess) (49)$                  

Covered payroll* 55,199$             
Contributions as a percentage of covered payroll 15.99%

2015

Contractually required contribution 8,057$              
Contributions in relation to the contractually required contribution 8,057                

Contribution deficiency (excess) (0)$                    

Covered payroll* 56,731$             
Contributions as a percentage of covered payroll 14.20%

2014

Contractually required contribution 7,578$              
Contributions in relation to the contractually required contribution 7,578                

Contribution deficiency (excess) (0)$                    

Covered payroll* 61,566$             
Contributions as a percentage of covered payroll 12.31%

The schedules present information to illustrate changes in the Commission's contributions over a ten
year period when the information is available.

*In accordance with Statement No. 82 of the GASB, Covered Employee Payroll is the payroll on which
contributions are based. Thus, these amounts may be different than shown in fiscal year ended 2016
and earlier reports.

Modoc County Children and Families Commission
(A Component Unit of Modoc County)

REQUIRED SUPPLEMENTARY INFORMATION
SCHEDULE OF THE COMMISSION'S CONTRIBUTIONS - PENSION PLAN

For the Year Ended June 30, 2018
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Schedule 3

Beginning Ending
Program/ Program/

Project Project
Balance Balance

(As of July 1) Revenue Expenditures (As of June 30)

CARES Plus Round 2, Program F5CA Funds -$                -$                -$                -$                
CARES Plus Round 2, Program County, Local Funds -                  -                  -                  -                  
CARES Plus Round 2, Coordination F5CA Funds -                  -                  -                  -                  
CSP 1, Coordination F5CA Funds -                  -                  -                  -                  
CSP 1, Program F5CA Funds -                  -                  -                  -                  
CSP 1, Program County, Local Funds -                  -                  -                  -                  
CSP 2 F5CA Funds -                  -                  -                  -                  
CSP 3 F5CA Funds -                  -                  -                  -                  
CSP 3 County, Local Funds -                  -                  -                  -                  
Proposition 10 LAA (Small County Augmentation) F5CA Funds -                  253,433           253,433           -                  
Proposition 56 Backfill Received July 2018 F5CA Funds -                  2,065              2,065              -                  
Other (List) F5CA Funds -                  -                  -                  -                  

Total F5CA Funds -$                253,433$         253,433$         -$                

Total County Funds -$                -$                -$                -$                

Modoc County Children and Families Commission
(A Component Unit of Modoc County)

OTHER SUPPLEMENTARY INFORMATION
SUPPLEMENTAL SCHEDULE OF FIRST 5 CALIFORNIA (F5CA) FUNDING

For the Year Ended June 30, 2018

Program/Project Title
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INDEPENDENT AUDITORS’ REPORT ON 
INTERNAL CONTROL OVER FINANCIAL 
REPORTING AND ON COMPLIANCE AND OTHER 
MATTERS BASED ON AN AUDIT OF FINANCIAL 
STATEMENTS PERFORMED IN ACCORDANCE 
WITH GOVERNMENT AUDITING STANDARDS 
 
Board of Commissioners 
Modoc County Children and Families Commission 
Alturas, California 
 
We have audited, in accordance with the 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, the financial statements of the governmental activities and the major fund of Modoc County 
Children and Families Commission, a component unit of Modoc County, California, as of and for the year ended June 
30, 2018, and the related notes to the financial statements, which collectively comprise Modoc County Children and 
Families Commission’s basic financial statements as listed in the table of contents, and have issued our report thereon 
dated October 18, 2018. 
 
Internal Control Over Financial Reporting 
In planning and performing our audit of the financial statements, we considered Modoc County Children and Families 
Commission’s internal control over financial reporting (internal control) to determine the audit procedures that are 
appropriate in the circumstances for the purpose of expressing our opinion on the financial statements, but not for 
the purpose of expressing an opinion on the effectiveness of Modoc County Children and Families Commission’s 
internal control. Accordingly, we do not express an opinion on the effectiveness of Modoc County Children and 
Families Commission’s internal control. 
 
A deficiency in internal control exists when the design or operation of a control does not allow management or employees, 
in the normal course of performing their assigned functions, to prevent or detect and correct misstatements on a 
timely basis. A material weakness is a deficiency, or a combination of deficiencies, in internal control, such that there is a 
reasonable possibility that a material misstatement of the entity’s financial statements will not be prevented, or 
detected and corrected on a timely basis. A significant deficiency is a deficiency, or a combination of deficiencies, in 
internal control that is less severe than a material weakness, yet important enough to merit attention by those charged 
with governance. 
 
Our consideration of internal control was for the limited purpose described in the first paragraph of this section and 
was not designed to identify all deficiencies in internal control that might be material weaknesses or significant 
deficiencies. Given these limitations, during our audit we did not identify any deficiencies in internal control that we 
consider to be material weaknesses. However, material weaknesses may exist that have not been identified. 
 
Compliance and Other Matters  
As part of obtaining reasonable assurance about whether Modoc County Children and Families Commission’s 
financial statements are free from material misstatement, we performed tests of its compliance with certain provisions 
of laws, regulations, contracts and grant agreements, noncompliance with which could have a direct and material 
effect on the determination of financial statement amounts. However, providing an opinion on compliance with those 
provisions was not an objective of our audit, and accordingly, we do not express such an opinion. The results of our 
tests disclosed no instances of noncompliance or other matters that are required to be reported under Government 
Auditing Standards. 
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Purpose of this Report 
The purpose of this report is solely to describe the scope of our testing of internal control and compliance and the 
results of that testing, and not to provide an opinion on the effectiveness of the entity’s internal control or on 
compliance. This report is an integral part of an audit performed in accordance with Government Auditing Standards in 
considering the entity’s internal control and compliance. Accordingly, this communication is not suitable for any other 
purpose. 
 
This report is intended solely for the information of the County Board of Supervisors, the County Commission, the 
State Commission, and the State Controller's Office and is not intended to be and should not be used by anyone other 
than these specified parties. However, this report is a matter of public record and its distribution is not limited. 
  

    R.J. Ricciardi, Inc. 
    R.J. Ricciardi, Inc.  
    Certified Public Accountants 
 
 
San Rafael, California 
October 18, 2018 
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INDEPENDENT AUDITORS’ REPORT ON 
STATE COMPLIANCE 
 
Board of Commissioners 
Modoc County Children and Families Commission 
Alturas, California 
 
Compliance 
We have audited Modoc County Children and Families Commission’s compliance with the requirements specified in 
the State of California’s Standards and Procedures for Audits of Local Entities Administering the California Children and Families 
Act, issued by the State Controller’s Office, applicable to Modoc County Children and Families Commission’s 
statutory requirements identified below for the year ended June 30, 2018. 
 
Management’s Responsibility  
Management is responsible for compliance with the requirements of the laws and regulations applicable to the 
California Children and Families Act.  
 
Auditor’s Responsibility  
Our responsibility is to express an opinion on Modoc County Children and Families Commission’s compliance with 
the requirements referred to above based on our audit.  
 
We conducted our audit of compliance in accordance with auditing standards generally accepted in the United States 
of America; the standards applicable to financial audits contained in Government Auditing Standards issued by the 
Comptroller General of the United States; and the State of California’s Standards and Procedures for Audits of Local Entities 
Administering the California Children and Families Act, issued by the State Controller’s Office. Those standards and the 
State of California’s Standards and Procedures for Audits of Local Entities Administering the California Children and Families Act 
require that we plan and perform the audit to obtain reasonable assurance about whether noncompliance with the 
requirements referred to above that could have a direct and material effect on the statutory requirements listed below 
occurred. An audit includes examining, on a test basis, evidence about Modoc County Children and Families 
Commission’s compliance with those requirements and performing such other procedures as we considered necessary 
in the circumstances.  
 
We believe that our audit provides a reasonable basis for our opinion on compliance. However, our audit does not 
provide a legal determination of Modoc County Children and Families Commission’s compliance with those 
requirements. In connection with the audit referred to above, we selected and tested transactions and records to 
determine Modoc County Children and Families Commission’s compliance with the state laws and regulations 
applicable to the following items:  
 

 
Description 

Audit Guide 
  Procedures_   

Procedures 
  Performed_   

 

Contracting and Procurement 6 Yes  
Administrative Costs 3 Yes  
Conflict-of-Interest 3 Yes  
County Ordinance 4 Yes  
Long-range Financial Plans 2 Yes  
Financial Condition of the Commission 1 Yes  
Program Evaluation 3 Yes  
Salaries and Benefit Policies 2 Yes  
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Opinion  
In our opinion, Modoc County Children and Families Commission complied, in all material respects, with the 
compliance requirements referred to above that could have a direct and material effect on the California Children and 
Families Program for the year ended June 30, 2018.  
 
Purpose of this Report  
This report is intended solely for the information of the County Board of Supervisors, the County Commission, the 
State Commission, and the State Controller's Office and is not intended to be and should not be used by anyone other 
than these specified parties. However, this report is a matter of public record and its distribution is not limited. 
 

    R.J. Ricciardi, Inc. 
    R.J. Ricciardi, Inc.  
    Certified Public Accountants 
 
 
San Rafael, California 
October 18, 2018 
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EXECUTIVE SUMMARY 
 
The Families First Initiative of 1998 (Prop 10), was approved by the voters of the State of California on November 
10, 1998.  In order to carry out the requirements of the Initiative, the Modoc County Board of Supervisors adopted an 
ordinance establishing the Modoc County Children and Families Commission (the Commission), a component unit of 
Modoc County. The Commission  is  responsible  for  the  creation  and  implementation  of  a  comprehensive, 
collaborative and integrated system of information and services to enhance early childhood development. 
 
The quality of the Commission's internal controls is highly dependent upon involvement in the day to day operations 
by the volunteer Commission Board Members. A summary of the auditors' results follows: 
 
Section I – Summary of Auditors’ Results 
 
1. Type of auditors’ report issued: unmodified 
 
2. Internal control over financial reporting: 
 

A. Material weakness(es) identified? no 
B. Significant deficiencies identified that were not considered to be material weakness(es)? none reported 
C. Noncompliance material to financial statements noted? no 

 
Section II – Financial Statement Findings 
 
There were no financial statement findings. 
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 Recommendation   Status/Explanation 
 

There were no prior year findings or recommendations. 
 
 


