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Independent Auditor’s Report

First 5 Tuolumne Commission
Sonora, California

Report on the Audit of the Financial Statements
Opinion

We have audited the financial statements of First 5 Tuolumne County (First 5), a special revenue fund of
the County of Tuolumne (County), as of and for the year ended June 30, 2025, and the related notes to the
financial statements, as listed in the table of contents.

In our opinion, the accompanying financial statements referred to above present fairly, in all material
respects, the financial position of First 5, as of June 30, 2025, and the changes in its financial position and
the budgetary comparison for the year then ended in accordance with accounting principles generally
accepted in the United States of America.

Basis for Opinion

We conducted our audit in accordance with auditing standards generally accepted in the United States of
America (GAAS) and the standards applicable to financial audits contained in Government Auditing
Standards, issued by the Comptroller General of the United States (Government Auditing Standards). Our
responsibilities under those standards are further described in the Auditor’s Responsibilities for the Audit
of the Financial Statements section of our report. We are required to be independent of the First 5, and to
meet our other ethical responsibilities, in accordance with the relevant ethical requirements relating to our
audit. We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis
for our audit opinion.

Emphasis of Matter

As discussed in Note 1 to the financial statements, the financial statements present only First 5 and do not
purport to, and do not, present fairly the financial position of the County as of June 30, 2025, the changes
in its financial position and budgetary comparison for the year then ended in accordance with accounting
principles generally accepted in the United States of America. Our opinion is not modified with respect to
this matter.

Responsibilities of Management for the Financial Statements

First 5’s management is responsible for the preparation and fair presentation of the financial statements in
accordance with accounting principles generally accepted in the United States of America, and for 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.

Macias Gini & O’Connell LLP
500 Capitol Mall, Suite 2200 www.mgocpa.com
Sacramento, CA 95814



Auditor’s Responsibilities for the Audit of the Financial Statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are free
from material misstatement, whether due to fraud or error, and to issue an auditor’s report that includes our
opinion. Reasonable assurance is a high level of assurance but is not absolute assurance and therefore is not
a guarantee that an audit conducted in accordance with GAAS and Government Auditing Standards will
always detect a material misstatement when it exists. The risk of not detecting a material misstatement
resulting from fraud is higher than for one resulting from error, as fraud may involve collusion, forgery,
intentional omissions, misrepresentations, or the override of internal control. Misstatements are considered
material if there is a substantial likelihood that, individually or in the aggregate, they would influence the
judgment made by a reasonable user based on the financial statements.

In performing an audit in accordance with GAAS and Government Auditing Standards, we:
e cxercise professional judgment and maintain professional skepticism throughout the audit.

o identify and assess the risks of material misstatement of the financial statements, whether due to
fraud or error, and design and perform audit procedures responsive to those risks. Such procedures
include examining, on a test basis, evidence regarding the amounts and disclosures in the financial
statements.

e obtain an understanding of internal control relevant to the audit 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 First 5’s internal control. Accordingly, no such opinion is expressed.

e cvaluate the appropriateness of accounting policies used and the reasonableness of significant
accounting estimates made by management, as well as evaluate the overall presentation of the
financial statements.

We are required to communicate with those charged with governance regarding, among other matters, the
planned scope and timing of the audit, significant audit findings, and certain internal control-related matters
that we identified during the audit.

Required Supplementary Information

Accounting principles generally accepted in the United States of America require that the Management’s
Discussion and Analysis, as listed in the table of contents, be presented to supplement the financial
statements. Such information is the responsibility of management and, although not a part of the financial
statements, is required by the Governmental Accounting Standards Board who considers it to be an essential
part of financial reporting for placing the financial statements in an appropriate operational, economic, or
historical context. We have applied certain limited procedures to the required supplementary information
in accordance with GAAS, 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 financial statements, and other knowledge we obtained during our audit of the 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.



Supplementary Information

Our audit was conducted for the purpose of forming an opinion on the First 5’s financial statements. The
schedule of revenues, expenditures, and change in fund balance of First 5 California Funds is presented for
purposes of additional analysis and is not a required part of the First 5’s 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 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 GAAS. In our opinion, the schedule of revenues, expenditures,
and change in fund balance of First 5 California Funds is fairly stated, in all material respects, in relation
to the First 5 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 December 9,
2025, on our consideration of the First 5’s internal control over financial reporting and on our tests of its
compliance with certain provisions of laws, regulations, contracts, and grant agreements and other matters.
The purpose of that report is solely to describe the scope of our testing of internal control over financial
reporting and compliance and the results of that testing, and not to provide an opinion on the effectiveness
of the First 5’s internal control over financial reporting or on compliance. That report is an integral part of
an audit performed in accordance with Government Auditing Standards in considering the First 5°s internal
control over financial reporting and compliance.

Mhcias G C’ OComel (5P

Sacramento, California
December 9, 2025
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MANAGEMENT’S DISCUSSION AND ANALYSIS



First 5 Tuolumne County

ﬂ FI RST 5 Tuolumne Co. Supt. of Schools Office
TUOLUMNE COUNTY 175 Fairview Lane, Sonora, CA 95370
209-536-2070

Management’s Discussion and Analysis
For the Year Ended June 30, 2025

On November 3, 1998, California voters approved Proposition 10 — the Children and Families Act (Act).
The Act imposed additional excise tax on cigarettes and tobacco related products to fund programs that
promote, support, and improve the early development of children from prenatal through age five. The intent
is for all California children to be healthy, to live in a healthy and supportive family environment, and to
enter school ready to learn.

The Tuolumne County Board of Supervisors created First 5 Tuolumne County in 1998 under the provisions
of the Act. First 5 Tuolumne County is administered by a commission of seven members (Commission)
appointed by the Tuolumne County Board of Supervisors. Although First 5 Tuolumne County is an agency
of the County, its Commission has independent decision-making authority. First 5 Tuolumne County
allocates funds to community programs that provide services consistent with both the Act and with the
Commission’s approved Strategic Plan, primarily through the mechanism of grant-making. The program
areas under which Proposition 10 funds are allocated include: (1) improved family functioning;
(2) improved child development; (3) improved child health; and (4) improved systems of care.

As management of First 5 Tuolumne County, we offer readers of our financial statements this narrative
overview and analysis of First 5 Tuolumne County’s financial activities for the fiscal year ended June 30,
2025.

Overview of the Financial Statements

First 5 Tuolumne County presents its financial statements under the reporting model required by the
Governmental Accounting Standards Board Statement No. 34 (GASB 34), Basic Financial Statements -
and Management’s Discussion and Analysis (MD&A) - for State and Local Governments. First 5 Tuolumne
County’s financial statements comprise two components: (1) special revenue fund financial statements and
(2) notes to the financial statements. In addition to the financial statements, this report includes
supplementary information regarding programs supported with First 5 California funds.

Special Revenue Fund Financial Statements

First 5 Tuolumne County, like other local governments, uses fund accounting to ensure compliance with
finance-related legal requirements.

a) The Balance Sheet — By Program presents information on all of First 5 Tuolumne County’s assets
and liabilities, with the difference between the two reported as fund balance. This statement can be
found on page 9 of this report. Following is a summary comparison of prior year to current year
balance sheet:

Change
2025 2024 Dollar Percentage
Total Assets $ 1,507,499 $ 1,200,108 $ 307,391 25.6%
Total Liabilities 316,304 91,208 225,096 246.8%
Total Fund Balance $1,191,195 $ 1,108,900 $ 82,295 7.4%




The increase in total assets of $307,391 was a result of an increase in cash and investments of
$69,084, an increase in due from other programs of $100,126 and an increase in due from
governments of $138,181. This is a result in slower payments from the State.

In increase in total liabilities of $225,096 is an increase in accounts payable of $124,970. This was
caused by programs completed in the fiscal year but billed late June and early July. Due to other
programs increased by $100,126 this is a result of slower payments from the State.

b) The Statement of Revenues, Expenditures and Change in Fund Balance — By Program presents
information showing how First 5 Tuolumne County’s fund balance changed during the most recent
fiscal year. This statement details revenues and expenditures by the following programs:
(1) General, (2) Quality Counts, and (3) Small Population County Funding Augmentation. This
statement details expenditures under the categories of administrative, program, or evaluation, as
defined in the First 5 Financial Management Guide. This statement can be found on page 10 of this
report.

Following is a summary comparison of prior year to current year statement of revenues,
expenditures and change in fund balance:

Change
2025 2024 Dollar Percentage
Revenues:
Intergovernmental:
Federal:
U.S. Department of Health and Human Services
via California Department of Education $ 140429 $ 52545 $ 87884 167.3%
State:
Tobacco taxes 234,825 262,242 (27,417) -10.5%
First 5 California 250,044 272,081 (22,037) -8.1%
California Department of Education via
Tuolumne County Superintendent of Schools 35,500 32,416 3,084 9.5%
Surplus Money Investment Fund 1,670 1,801 (131) -7.3%
Local 108,487 160,772 (52,285) -32.5%
Interest 37,844 28,326 9,518 33.6%
Total revenues 808,799 810,183 (1,384) -0.2%
Expenditures:
Administrative 63,870 61,685 2,185 3.5%
Program 651,995 560,969 91,026 16.2%
Evaluation 10,639 5,929 4,710 79.4%
Total expenditures 726,504 628,583 97,921 15.6%
Change in fund balance 82,295 181,600 (99,305) -54.7%
Fund balance, beginning 1,108,900 927,300 181,600 19.6%
Fund balance, ending $ 1,191,195 $1,108900 § 82295 7.4%

The revenue increases were caused by increases in federal revenues due to a larger allocation from
the U.S. Department of Health Services ($87,884) and interest earned $(9,518) due to higher cash
balances during the year, offset by decreases in local programs ($52,285) a one-time American
Rescue Plan Act (ARPA) grant in fiscal year 2023-24 and in State First 5 California revenues
($22,037).



The expenditure increases were also caused by an increase in program expenditures ($91,026). The
program increases were in the Workforce Pathway Grant ($10,470), ICES Health Families
($17,706), QCC Infant/Toddler ($34,917 and SELF ($9,849).

First 5 Tuolumne County’s fund balance increased by $82,295 during the current fiscal year. The
Commission wishes to spend down its accumulated fund balance according to its long-term
financial plan and will confirm the financial assumptions for next year to ensure that this occurs.
The long-term financial plan calls for using federal, state, regional, and local revenues plus the fund
balance to sustain a level of programs and services at a level higher than could be supported by
annual revenues alone. At June 30, 2025, fund balance includes committed funds.

c¢) The Commission adopts an annual budget. A budgetary comparison statement has been provided
for these funds to demonstrate compliance with the budget and can be found on page 11 of this
report. The Commission’s budgets are conservative; however, there are many variables affecting
both actual revenues and expenditures during a fiscal year. The actual revenue and expenditure
figures will be taken into account when the Commission revisits the long-term financial plan.

Notes to the Financial Statements

The notes provide additional information that is essential to the full understanding of the data provided
in the fund financial statements. The notes to the financial statements can be found on pages 12 through
16 of this report, and include a summary of significant accounting policies, cash and investments,
detailing of professional services, interprogram transactions, a certification that First 5 Tuolumne
County funds were not used to supplant, and program evaluation costs.

Beyond Fiscal Year 2024-25

The Commission’s 4-year strategic and financial plan, amended in April 2025, has been extended to fiscal
year 2026-27. The Financial Plan forecast assumes an annual decrease in both revenues and expenditures.
The plan assumes that the fund balance will be spent down to the annual revenue level at the end of the
funding cycle, leaving only enough for cash flow and contingencies.

Requests for Information

This financial report is designed to provide a general overview of First 5 Tuolumne County’s finances for
all those interested. Questions concerning any of the information provided in this report, or requests for
additional financial information should be addressed to First 5 Tuolumne County, Tuolumne County
Superintendent of Schools Office, 175 Fairview Lane, Sonora, California 95370.
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FINANCIAL STATEMENTS



FIRST S TUOLUMNE COUNTY

SPECIAL REVENUE FUND
Balance Sheet - By Program
June 30, 2025
Small Population
Quality County Funding
General Counts Augmentation Total
Assets
Cash and investments $ 1,112,641 $ - $ - $ 1,112,641
Accounts receivable - - -
Prepaid items - - - -
Due from other programs 137,032 - - 137,032
Due from other governments 29,440 190,737 37,649 257,826
Total assets $ 1,279,113 $ 190,737 § 37,649 $ 1,507,499
Liabilities and Fund Balance
Liabilities:
Accounts payable $ 87918 § 91,354 § - $ 179,272
Due to other program - 99,383 37,649 137,032
Total liabilities 87,918 190,737 37,649 316,304
Fund balance:
Nonspendable - - - -
Committed 1,191,195 - - 1,191,195
Assigned - - - -
Total fund balance 1,191,195 - - 1,191,195
Total liabilities and fund balances $ 1,279,113 $ 190,737  $ 37,649 $ 1,507,499

See accompanying notes to the financial statements.



FIRST S TUOLUMNE COUNTY
SPECIAL REVENUE FUND

Statement of Revenues, Expenditures, and Chang in Fund Balance - By Program
For the Year Ended June 30, 2025

Small Population

Quality County Funding
General Counts Augmentation Total
Revenues:
Intergovernmental:
Federal:
U.S. Department of Health and Human Services
via California Department of Education $ - 140,429 $ - $ 140,429
State:
Tobacco taxes 234,825 - - 234,825
First 5 California - 64,813 185,231 250,044
California Department of Education via
Tuolumne County Superintendent of Schools - 35,500 - 35,500
Surplus Money Investment Fund 1,670 - - 1,670
Local:
Retreats 2,170 - - 2,170
Other Government 46,317 - - 46,317
County Behavioral Heath 60,000 - - 60,000
Interest 37,844 - - 37,844
Fees for services -
Total revenues 382,826 240,742 185,231 808,799
Expenditures:
Administrative:
Professional services 59,269 - - 59,269
Dues and memberships 4,425 - - 4,425
Advertising 176 - - 176
Program:
Grants and programs 122,257 240,742 185,231 548,230
Professional services 103,765 - - 103,765
Evaluation:
Professional services 10,639 - - 10,639
Total expenditures 300,531 240,742 185,231 726,504
Change in fund balance 82,295 - - 82,295
Fund balance, July 1, 2024 1,108,900 - - 1,108,900
Fund balance, June 30, 2025 $ 1,191,195 - $ - $ 1,191,195

See accompanying notes to the financial statements.
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FIRST 5 TUOLUMNE COUNTY
SPECIAL REVENUE FUND
Statement of Revenues, Expenditures, and Change in Fund Balance - Budget and Actual
For the Year Ended June 30, 2025

Variance with

Final Budget -
Budgeted Amounts Actual Positive
Original Final Amounts (Negative)
Revenues:
Intergovernmental:
Federal:
U.S. Department of Health and
Human Services via California
Department of Education $ 54,152 $ 118,535 $ 140,429 $ 21,894
State:
Tobacco taxes 185,231 240,315 234,825 (5,490)
First 5 California 322,733 266,972 250,044 (16,928)
California Department of Education
via Tuolumne County Superintendent
of Schools 35,500 35,500 35,500 -
Surplus Money Investment Fund - - 1,670 1,670
Local:
Retreats - - 2,170 2,170
Other Governments 50,000 50,000 46,317
County Behavioral Health 60,000 60,000 60,000 -
Interest 19,853 27,819 37,844 10,025
Total revenues 727,469 799,141 808,799 13,341
Expenditures:
Administrative:
Professional services 56,137 61,367 59,269 2,098
Dues and memberships 4,000 4,425 4,425 -
Advertising 250 250 176 74
60,387 66,042 8% 63,870 9% 2,172
Program:
Grants and programs 540,581 609,700 548,230 61,470
Professional services 105,607 109,799 103,765 6,034
646,188 719,499 90% 651,995 90% 67,504
Evaluation:
Professional services 19,393 12,872 2% 10,639 1% 2,233
Total expenditures 725,968 798,413 100% 726,504 100% 71,909
Change in fund balance 1,501 728 82,295 81,567
Fund balance, July 1, 2024 1,108,900 1,108,900 1,108,900 -
Fund balance, June 30, 2025 $ 1,110,401 $ 1,109,628 _$ 1,191,195 § 81,567

See accompanying notes to the financial statements.
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FIRST 5 TUOLUMNE COUNTY
SPECIAL REVENUE FUND
Notes to the Financial Statements
For the Year Ended June 30, 2025

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Reporting Entity

First 5 Tuolumne County (First 5) was established by the Tuolumne County Board of Supervisors in 1998
under the provisions of the California Children and Families Act of 1998 (Act). First 5 Tuolumne County is an
agency of the County of Tuolumne, California (County) as permitted under Section 130140.1(a) of the
California Health and Safety Code. Accordingly, the First 5 Tuolumne County financial statements are included
as a special revenue fund in the County’s financial statements. The purpose of First 5 Tuolumne County is to
develop, adopt, promote and implement early childhood development programs in the County consistent with
the goals and objectives of the Act. The First 5 Tuolumne County programs are primarily funded by taxes
levied by the State of California on tobacco products.

First 5 Tuolumne County is administered by a commission of seven members (Commission), which are
appointed by the County Board of Supervisors. The membership consists of representatives from key social
service, health and early child education agencies and organizations in the County, as well as parents of young
children.

Pursuant to State Law, upon termination of First 5 Tuolumne County, any unencumbered or unexpended
resources of First 5 Tuolumne County shall be returned to the State of California.

Measurement Focus, Basis of Accounting, and Financial Statement Presentation

Governmental fund financial statements are reported using the current financial resources measurement
focus and the modified accrual basis of accounting. Revenues are recognized as soon as they are both
measurable and available. 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. For this purpose, the County
considers revenues to be available if they are collected within 120 days of the end of the current fiscal
period, except for some intergovernmental revenues. For some intergovernmental revenues, the County
considers them available if they are collected within 365 days. Revenues susceptible to accrual include
intergovernmental, interest, and fees for services. Intergovernmental revenues are recognized as revenue as
soon as all eligibility requirements imposed by the provider have been met, provided the revenues are
available. Expenditures generally are recorded when a liability is incurred.

The balance sheet and statement of revenues, expenditures and change in fund balance for this special revenue
fund presents separate columns for initiatives funded by entities other than First 5 Tuolumne County. The
initiatives are: (1) the Quality Counts and (2) Small Population County Funding Augmentation. A description
of the initiatives and programs follows:

Quality Counts — This initiative is part of a statewide initiative to support quality improvement in early

education settings. It is funded, in Tuolumne County, by multiple funding sources including federal, state,
and regional.

12



FIRST 5 TUOLUMNE COUNTY
SPECIAL REVENUE FUND
Notes to the Financial Statements (Continued)
For the Year Ended June 30, 2025

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

Two grants are currently reflected in these financial statements under the Quality Counts Initiative.

o IMPACT Program — First 5 California provides IMPACT grant funds to First 5 Tuolumne County
to support quality improvements in local early education and family support sites, through
implementation of a Quality Rating Improvement System (QRIS). This funding supports a variety
of approaches that are site specific and that align with a statewide QRIS matrix. First 5 Tuolumne
County entered into a three-year agreement with First 5 California to implement IMPACT in
Tuolumne County from fiscal year 2020 through fiscal year 2022-23. The program is operated
through subcontracts to partner agencies and through Quality Improvement Plan agreements with
IMPACT sites, in accordance with the local IMPACT plan approved by First 5 California.

e California Department of Education (CDE) Preschool Program Quality Rating Improvement
System Block Grant and U.S. Health and Human Services Infant/Toddler Quality Rating
Improvement System Block Grant — These annual grants align with the purpose and approach of
the IMPACT funds but are dedicated to specific early education sites. Together with IMPACT
funds as well as other CDE funds coming to other providers in the County, these combined funds
support the Quality Counts initiative for any licensed early education site in Tuolumne County. A
local consortium determines how the different funds are utilized.

Small Population County Funding Augmentation — First 5 California augments local tobacco tax revenues
for 20 eligible small counties under a three-year agreement, through fiscal year 2023-24. In May 2024 the
agreement was extended through June 30, 2025. This augmentation is based on the recognition that the
statutory funding formula for counties under the Children and Families Act did not provide adequate funds
for low birth rate counties to operate effective First 5 programs. The funds are awarded consistently with
an approved formula and payment schedule, upon receipt of required documentation and reporting. First 5
Tuolumne County allocates these funds to support specific programs, consistent with the Local Area
Agreement with First 5 California.

The remaining amounts that are not related to the identified Quality Counts or Small Population County
Funding Augmentation are presented in the financial statements in the column labeled General.

The accompanying financial statements present only the First 5 Tuolumne County special revenue fund of the
County and do not purport to, and do not, present fairly the financial position of the County as of June 30, 2025,
the changes in its financial position and budgetary comparison for the year then ended.

Fund Balance

Under Governmental Accounting Standards Board (GASB) Statement No. 54, Fund Balance Reporting and
Governmental Fund Type Definitions, fund balance is reported in one or more of the following five categories:

Nonspendable fund balance includes elements of fund balance that cannot be spent because of their form. For
example, assets that will never be converted to cash, such as prepaid expenditures.

13



FIRST 5 TUOLUMNE COUNTY
SPECIAL REVENUE FUND
Notes to the Financial Statements (Continued)
For the Year Ended June 30, 2025

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

Restricted fund balance includes resources that are subject to constraints that are externally enforceable
legal restrictions that include:

>

>

Funding from First 5 California or foundations that are legally restricted to specific uses. For
example, funds advanced by First 5 California under specific agreements for services, or matching
funds for specific initiatives.

Funds legally restricted by county, state, or federal legislature, or a government’s charter or
constitution.

Tobacco tax allocations to county commissions are not automatically categorized as restricted. This is
because the purposes for which tobacco tax allocations may legally be used are no narrower than the
purpose for which the commissions were created in Proposition 10 enabling legislation.

Two criteria determine if fund balance is committed as follows:

The use of funds is constrained by limits imposed by the government’s highest level of decision-
making authority; and

Removal or modification of the use of funds can be accomplished only by formal action of the
authority that established the constraints.

The highest level of decision-making is the First 5 Tuolumne County Commission. Although First 5
Tuolumne County is an agency of the County, its Commission has independent decision-making authority.
Both commitments and modification or removal must occur prior to the end of the reporting period. Formal
action of the Commission will be defined as an action taken at a publicly-noticed First 5 Tuolumne County
Commission meeting. For First 5 organizations, resources in this category would include:

>

Resources committed for a future initiative as long as Commission action is also required to remove
this commitment;

Resources that have been committed by the Commission for specific agreements that have not yet
been executed (such as an Intent to Award Decision), where Commission action is also required to
remove this commitment;

Resources committed as the local match for a First 5 California initiative; and

Funding that has been set aside for previously-executed legally-enforceable contracts, but not yet

spent, including multi-year contracts, if such contracts have been approved by the Commission and
if cancellation of such contracts would require Commission approval.

14



FIRST 5 TUOLUMNE COUNTY
SPECIAL REVENUE FUND
Notes to the Financial Statements (Continued)
For the Year Ended June 30, 2025

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

Assigned fund balance reflects the Commission’s intended use of resources. Resources that fit into this
category include:

» Appropriation of a portion of existing fund balance sufficient to eliminate a projected deficit in the
subsequent year’s budget;

» Resources assigned to a specific program or project or organization for which the Commission has
approved a plan or budget; and

» Resources approved by the Commission for a long-range financial plan where formal approval is
not required to modify the amount.

For First 5 Tuolumne County, the Commission can assign amounts under this category, and the Commission
has authorized the Executive Director to assign amounts under this category when that decision is consistent
with the approved long-term financial plan.

If expenditures exceed the amounts restricted, committed, or assigned the negative amount is categorized
as unassigned.

Due to the nature of First 5 Tuolumne County business, there is no foreseeable situation where an
expenditure would be incurred for purposes for which amounts in more than one of the fund balance
classifications could be used. All expenditures normally incurred by First 5 Tuolumne County can be clearly
delineated into one of the fund balance classifications previously noted. If a situation arises where there is
a possibility of assignment into more than one category, the restricted amount will be reduced first, followed
by committed and assigned. The Executive Director, under the direction of the Commission, shall clearly
identify the specific intended use of the fund balance at year-end under one of the categories, and will track
the categorization accordingly.

The Commission has not adopted a policy that sets forth a minimum fund balance amount. However, the
Commission’s adopted Long-Range Financial Plan states that funds shall be allocated so that the projected
year-end fund balance is adequate to cover the following year’s planned expenditures, over the term of the
four-year granting cycle.

Use of Estimates

The preparation of 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
amounts reported in the financial statements and accompanying notes. Actual results could differ from those
estimates.

Budget and Budgetary Reporting

By law, the Commission is required to prepare a budget each year based on estimates of revenues and expected
expenditures. The Commission adopted an annual budget for the year ended June 30, 2025, which was prepared
on the modified accrual basis of accounting consistent with accounting principles generally accepted in the
United States of America. Budgetary control for the County is exercised at the department level, and all
appropriations lapse at year-end.
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FIRST 5 TUOLUMNE COUNTY
SPECIAL REVENUE FUND
Notes to the Financial Statements (Continued)
For the Year Ended June 30, 2025

NOTE 2 — CASH AND INVESTMENTS

All of the First 5 Tuolumne County cash and investments at June 30, 2025, were held in the County investment
pool (Pool), which is not rated by national credit rating agencies. The Pool is maintained by the County
Treasurer and includes resources of the County and other non-County entities for the purpose of increasing
interest income through pooled investment activities. Interest is apportioned to First 5 Tuolumne County based
on its average daily balances on deposit in the pool. The weighted average to maturity of the Pool’s
investments was 504 days as of June 30, 2025.

First 5 Tuolumne County’s portion of the Pool is measured at fair value. However, investments in investment
pools are not subject to the fair value hierarchy established by generally accepted accounting principles.

First 5 Tuolumne County’s portion of the Pool is $1,112,641 as of June 30, 2025.

The value of participant shares in the Pool, and the amount that can be withdrawn at any point, is determined
on an amortized cost basis in daily operations and is adjusted to fair value at year-end for financial reporting
purposes.

Information regarding the individual investments within the County’s Pool, and their credit risk (including

concentrations of credit risk and custodial credit risk) and interest-rate risk, can be found in the County’s annual
comprehensive financial report.

NOTE 3 - DUE FROM/TO OTHER PROGRAMS

The Quality Counts and Small Population County Funding Augmentation programs had disbursements greater
than cash available and used cash from the General program. These amounts will be returned to the General
program when due from other government receivables are collected.

NOTE 4 — PROFESSIONAL SERVICES

The professional services expenditures balance for the year ended June 30, 2025, is detailed as follows:

Contracts for administration, program management, and evaluation $ 151,061
Accounting and auditing 19,500
County counsel 3,000
Auditor-controller 112

Total professional services $ 173,673

NOTE 5 - SUPPLANT CERTIFICATION

First 5 funds (all funds presented under the state intergovernmental category in these financial statements, as
well as interest earned) have been used only to supplement existing levels of service and not to supplant state
or local General Fund money for any purpose (Section 30131.4 of the Revenue and Taxation Code).

NOTE 6 - PROGRAM EVALUATION

First 5 Tuolumne County spent $10,639 on program evaluation during the year ended June 30, 2025.
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FIRST 5 TUOLUMNE COUNTY
SPECIAL REVENUE FUND
Schedule of Revenues, Expenditures and Change in
Fund Balance of First 5 California Funds
For the Year Ended June 30, 2025

Small Population

IMPACT County Funding
Program Augmentation
Revenues:
First 5 California funds:
Receipts $ 64,813 $ 185,231
Total First 5 California funds revenues 64,813 185,231
Expenditures 64,813 185,231
Change in fund balance - -
Fund balance, July 1, 2024 - -
Fund balance, June 30, 2025 $ - $ -
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Certified
I I l Public
Accountants

Independent Auditor’s 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

First 5 Tuolumne Commission
Sonora, California

We have audited, 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 (Government Auditing Standards), the financial statements of
First 5 Tuolumne County (First 5), a special revenue fund of the County of Tuolumne, California (County),
as of and for the year ended June 30, 2025, and the related notes to the financial statements, and have issued
our report thereon dated December 9, 2025.

Report on Internal Control Over Financial Reporting

In planning and performing our audit of the financial statements, we considered the County’s internal
control over financial reporting as it relates to the First 5 special revenue fund (internal control), as a basis
for designing 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 the County’s internal control. Accordingly, we do not express an opinion on the effectiveness of the
County’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
or significant deficiencies may exist that were not identified.

Report on Compliance and Other Matters

As part of obtaining reasonable assurance about whether First 5°s financial statements are free from material
misstatement, we performed tests of First 5’s compliance with certain provisions of laws, regulations,
contracts, and grant agreements, noncompliance with which could have a direct and material effect on the
financial statements. 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.

Macias Gini & O’Connell LLP
500 Capitol Mall, Suite 2200 www.mgocpa.com
Sacramento, CA 95814
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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.

Mhcias Gt C’ OComel (5P

Sacramento, California
December 9, 2025
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Certified
I I l Public
Accountants

Independent Auditor’s Report on State Compliance
and on Internal Control over Compliance

First 5 Tuolumne Commission
Sonora, California

Report on Compliance
Opinion

We have audited First 5 Tuolumne County’s (First 5) 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 First 5’s statutory
requirements identified below for the year ended June 30, 2025.

In our opinion, First 5 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, 2025.

Basis for Opinion

We conducted our audit of compliance in accordance with auditing standards generally accepted in the
United States of America (GAAS), the standards applicable to financial audits contained in Government
Auditing Standards, issued by the Comptroller General of the United States (Government Auditing
Standards), 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. Our
responsibilities under those standards are further described in the Auditor’s Responsibilities for the Audit
of Compliance section of our report.

We are required to be independent of First 5 and to meet our other ethical responsibilities, in accordance
with relevant ethical requirements relating to our audit. We believe that the audit evidence we have obtained
is sufficient and appropriate to provide a basis for our opinion. Our audit does not provide a legal
determination of First 5’s compliance with the compliance requirements referred to above.

Responsibilities of Management for Compliance

First 5’s management is responsible for compliance with the requirements referred to above, and for the
design, implementation, and maintenance of effective internal control over compliance with the
requirements of laws, statutes, regulations, rules and provisions of contractors or grant agreements
applicable to the California Children and Families Program.

Macias Gini & O’Connell LLP
500 Capitol Mall, Suite 2200 www.mgocpa.com
Sacramento, CA 95814
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Auditor’s Responsibilities for the Audit of Compliance

Our objectives are to obtain reasonable assurance about whether material noncompliance with the
compliance requirements referred to above occurred, whether due to fraud or error, and express an opinion
on the First 5’s compliance based on our audit. Reasonable assurance is a high level of assurance but is not
absolute assurance and therefore is not a guarantee that an audit conducted in accordance with GAAS,
Government Auditing Standards, and the State of California’s Standards and Procedures for Audits of Local
Entities Administering the California Children and Families Act will always detect material noncompliance
when it exists. The risk of not detecting material noncompliance resulting from fraud is higher than for that
resulting from error, as fraud may involve collusion, forgery, intentional omissions, misrepresentations, or
the override of internal control. Noncompliance with the compliance requirements referred to above is
considered material if there is a substantial likelihood that, individually or in the aggregate, it would
influence the judgment made by a reasonable user of the report on compliance about the First 5’s
compliance with requirements of the California Children and Families Program as a whole.

In performing an audit in accordance with GAAS, Government Auditing Standards, and the State of
California’s Standards and Procedures for Audits of Local Entities Administering the California Children
and Families Act, we:

e cxercise professional judgment and maintain professional skepticism throughout the audit.

e identify and assess the risks of material noncompliance, whether due to fraud or error, and design
and perform audit procedures responsive to those risks. Such procedures include examining, on a
test basis, evidence regarding the First 5’s compliance with the compliance requirements referred
to above and performing such other procedures as we consider necessary in the circumstances.

e obtain an understanding of the First 5’s internal control over compliance relevant to the audit in
order to design audit procedures that are appropriate in the circumstances and to test and report on
internal control over compliance in accordance with the State of California’s Standards and
Procedures for Audits of Local Entities Administering the California Children and Families Act,
but not for the purpose of expressing an opinion of the effectiveness of First 5’s internal control
over compliance. Accordingly, no such opinion is expressed.

e select and test transactions and records to determine First 5’s compliance with the state laws and
regulations applicable to the following items:

Audit Guide Procedures
Description Procedures Performed

Contracting and Procurement 6 Yes
Administrative Costs 3 Yes
Conlflict 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 Benefits Policies 2 No*
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* We obtained meeting minutes to confirm that the First 5 Tuolumne County Commission
adopted salaries and benefits policies and procedures; however, we were not able to test a
representative sample of salaries and benefits transactions because First 5 did not have any
salaries and benefits transactions as it did not have any employees.

We are required to communicate with those charged with governance regarding, among other matters, the
planned scope and timing of the audit and any significant deficiencies and material weaknesses in internal
control over compliance that we identify during the audit.

Other Matter

The results of our auditing procedures disclosed an instance of noncompliance, which is described in the
accompanying schedule of findings as item 2025-001. Our opinion on the First 5’s compliance with State
of California’s Standards and Procedures for Audits of Local Entities Administering the California
Children and Families Act is not modified with respect to this matter.

Government Auditing Standards requires the auditor to perform limited procedures on First 5’s response to
the noncompliance finding identified in our compliance audit described in the accompanying schedule of
findings and questioned costs. First 5’s response was not subjected to the other auditing procedures applied
in the audit of compliance and, accordingly, we express no opinion on the response.

Report on Internal Control Over Compliance

A deficiency in internal control over compliance exists when the design or operation of a control over
compliance does not allow management or employees, in the normal course of performing their assigned
functions, to prevent, or detect and correct, noncompliance on a timely basis. A material weakness in
internal control over compliance is a deficiency, or a combination of deficiencies, in internal control over
compliance, such that there is a reasonable possibility that material noncompliance with a compliance
requirement will not be prevented, or detected and corrected, on a timely basis. A significant deficiency in
internal control over compliance is a deficiency, or a combination of deficiencies, in internal control over
compliance that is less severe than a material weakness in internal control over compliance, yet important
enough to merit attention from those charged with governance.

Our consideration of internal control over compliance was for the limited purpose described in the Auditor’s
Responsibilities for the Audit of Compliance section above and was not designed to identify all deficiencies
in internal control over compliance that might be material weaknesses or significant deficiencies in internal
control over compliance. Given these limitations, during our audit, we did not identify any deficiencies in
internal control over compliance that we consider to be material weaknesses, as defined above. However,
material weaknesses or significant deficiencies in internal control over compliance may exist that were not
identified.

Our audit was not designed for the purpose of expressing an opinion on the effectiveness of internal control
over compliance. Accordingly, no such opinion is expressed.

The purpose of this report on internal control over compliance is solely to describe the scope of our testing
of internal control over compliance and the results of that testing based on the requirements of State of
California’s Standards and Procedures for Audits of Local Entities Administering the California Children
and Families Act. Accordingly, this report is not suitable for any other purpose.

Mhcias Gii C’ OComel (5P

Sacramento, California
December 9, 2025
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FIRST 5§ TUOLUMNE COUNTY

SPECIAL REVENUE FUND
Schedule of Findings
For the Year Ended June 30, 2025
2025-001 Conflict of Interest
Criteria

Pursuant to the Standards and Procedures for Audits of Local Entities Administering the California Children
and Families Act, First 5 is required to maintain documentation supporting compliance including conflict-
of-interest disclosures and the County’s Office of the Clerk & Auditor-Controller must retain all audit
documentation for a minimum of seven years.

First 5’s Conflict of Interest Code requires that First 5 follow California Government Code (CGC) Section
87200, to which First 5 has identified its commissioners as designated individuals that are required to
comply by filing annual statements of economic interest (Form 700).

Condition
During our audit we reviewed the Form 700s for four of the five First 5 commissioners. The document
could not be located for the fifth commissioner.

Cause
The Form 700 for one of the First 5 commissioners could not be located by First 5 or the County’s Office
of the Clerk & Auditor-Controller.

Effect

The inability for First 5 to locate the missing Form 700 prevents First 5 from fully demonstrating
compliance with state and program conflict-of-interest disclosure laws and policies. Missing documentation
reduces transparency over potential financial interests, limits evidence of governance controls, and may
impair the Commission’s ability to show that decision-makers had no undisclosed conflicts.

Recommendation

We recommend that First 5 strengthen its records management and oversight of Form 700 reporting. This
should include performing periodic compliance checks for designated officials and conducting timely
follow-up to ensure that all Form 700 forms are obtained, retained, and available for review.

Views of Responsible Officials
Management agrees with the recommendation and the commissioner has been notified of the missing Form

700. Management will review and revise internal controls to ensure all commissioners complete their Form
700s timely and records are maintained.
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