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INDEPENDENT AUDITORS' REPORT

To the Board of Commissioners
Children and Families Commission of San Luis Obispo County
San Luis Obispo, California
Report on the Audit of the Financial Statements

Opinions
We have audited the accompanying financial statements of the governmental activities and the major fund of the Children and
Families Commission of San Luis Obispo County, as of and for the fiscal year ended June 30, 2022, and the related notes to the
financial statements, which collectively comprise the Children and Families Commission of San Luis Obispo County's basic
financial statements as listed in the table of contents.
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 the Children and Families Commission of San Luis Obispo County, as of
June 30, 2022, and the respective changes in financial position thereof far the fiscal year then ended in accordance with
accounting principles generally accepted in the United States of America.
Basis for Opinions
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 GovernmerrtAuditingStandards, issued by the Comptroller General of the
United States. 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 Children and Families Commission of
San Luis Obispo County and to meet our other ethical responsibilities, in accordance with the relevant ethical requirements
relating to our audit. VVe believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our
audit opinions.
Change in Accounting Princïple
As discussed in Note 1 to the financial statements, for the fiscal year ended June 30, 2022, the Children and Families
Commission of San Luis Obispo County adopted new accounting guidance, GASB No. 87 leases. Our opinions are not modified
with respect to this matter.
Responsibilities of Management for the Financial Statements
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.
In preparing the financial. statements, management is required to evaluate whether there are conditions or events, considered in
the aggregate, that raise substantial doubt about the Children and Families Commission of San Luis Obispo County's ability to
continue as a going concern for twelve months beyond the financial statement date, including any currently known information
that may raise substantial doubt shortly thereafter.
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Auditor's Responsibilities for tl:e 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 opinions. 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 generally accepted auditing standards and GovernmentAuditingStanchrds 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 generally accepted auditing standards and Government Auditing Standards, we:
•

Exercise professional judgment and maintain professional skepticism throughout the audit.

•

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.

•

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 Children and Families
Commission of San Luis Obispo County's internal control. Accordingly, no such opinion is expressed.

•

Evaluate 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.

•

Conclude whether, in our judgment, there are conditions or events, considered in the aggregate, that raise substantial
doubt about the Children and Families Commission of San Luis Obispo County's ability to continue as a going concern
for a reasonable period of time.

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 Informatr'on
Accounting principles generally accepted in the United States of America require that the management's discussion and analysis
on page 3 through 7, the budgetary information on page 27, the schedule of proportionate share of net pension liability on page
2~, and the schedule of pension contributions on page 2~ be presented to supplement the basic; financial statements. Such
information is the responsibility of manageme~~t and, 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 Reporting Required by Government Auditing Standards
In accordance with Government Auditing Standards, we have also issued our report dated October 17, 2022, on our
consideration of the Children and Families Commission of San Luis Obispo County'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 the
Commission's internal control over financial reporting and compliance.

Santa Maria, California
October 17, 2022
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Chairperson
Designated Representative,
San Luis Qbíspo County
Dffíee of Education

In November 1998, voters passed a statewide ballot initiative to add a surtax to tobacco
products (Proposition 10}. The monies collected are to be used to fund programs that
promote early childhood development, from prenatal to age five. The intent is for all
California children to be healthy, to live in a healthy and supportive environment, and to
enter school ready to learn.
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Vïce-Chaïrperson
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Designated Representative,
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Designated Representative,
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San Luis Obispo County
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Department of Social Services

The San Luis Obispo County Board of Supervisors created the Children and Families
Commission of San Luis Obispo County in 1998 under the provisions of the California
Children and Families Act. The Commission consists of nine commissioners appointed by
the County Board of Supervisors. The Commission is a public entity legally separate and
apart from the County.
As management of the Children and Families Commission of San Luis Obispo County, we
offer readers this overview of the Commission's financial activities for the fiscal year
ended June 30, 2022.

I

Bruce Gibson

I

~esígnated Representative,

I

Financial Highlights

San Luis Dbispo County

j

Board of Supervisors

~

Erica Ruvalcaba-iieredïa, Ed1:~
Representative at Large,

~

Beginning in FY 2014-15, the Government Accounting Standards Board (GASB}
Statement No. 68 requires reporting of long-term pension liabilities for Ca1PERS
pension plans. This requirement applies to Government-wide financial statements
which report long-term liabilities, but does not apply to Fund statements, which report

~

near-term liabilities.

Center for Famííy
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Designated Representative,
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Child Care Planning Council
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Tedford Pediatrics

The Commission received $1,700,489 from the State of California from revenues
collected under the California Children and Families Act (Proposition 10, including
X426,864 backfill funds under Proposïtion 56 and $809 interest apportionment from
the state Surplus Monetary Investment Fund - SMIF). $23,559 in IMPACT program
funds were received as part of a new Shared Services Alliance initiative. MFISA
revenue totaled $101,328. Medi-Cal Administrative Activities (MAA) revenue
totaled $34,814.
■

Yearly interest from the San Luis Obispo County County Treasurer was $53,921. Due
to the significant market downturn towards the end of the fiscal year, the market
adjustment on the cash in the investment pool produced an investment loss of
$259,624, for a net investment loss of $205,703.

■

For the fiscal year ended June 30, 2022, GASB Statement No. 87 "Leases" requires the
Commission to recognize multi-year leases as long-term assets and liabilities. This
shows in the Statement of Net Position as a "Right to Use" asset and a "Lease
Liability" (p. 8). GASB 87 also requires that any normal payments of leases be
recognized as a "Debt Service Pàyment" (principal and interest), and a "Capital
Outlay" expenditure (offset by Other Financing Sources-Lease Liability Issued) to
recognize the onset of the lease.
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Coast Unified School t7ïstríct

i

Representative at Large,
CaJ Poly Kínesíology/Public
Health
Robert Watt

(RetíredJ

Executive Director

■ During the current fiscal year, the Commission disbursed $1,070,927 in grants to
contracted service providers, to systems change/advocacy and evaluation.

Bendy L. Wendt
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Management's Discussion and Analysis
For the Year Ended June 30, 2022

■ The net assets (see "Government-wide financial statements" on p. 8) of the Children and Families
Commission of San Luis Obispo County exceeded its liabilities and deferred inflows at the close of
the current fiscal year by $9,480,723. The fund balance (see Fund financial statements on p. 10) is
$9,443,595. The entire fund balance amount is funding classified as nonspendable, restricted,
committed, and assigned to Commission operations and programs.

OVERVIEW OF THE FINANCIAL STATEMENTS
This discussion and analysis area is intended to serve as an introduction to the Children and Families
Commission of San Luis Obispo County's basic financial statements. The Children and Families
Commission of San Luis Obispo County's basic fi~~ancial statements are comprised of three components:
1) government-wide financial statements, 2) fund financial statements, and 3) notes to the financial
statements. This report also contains other required supplementary information in addition to the basic
financial statements, and a compliance section.
Government-wide financial statements. The government-wide~nancial statements are designed to
provide readers with a broad overview of the Children and Families Commission of San Luis Obispo
County's finances, in a manner similar to a private sector business. Government-wide financial
statements report long-term liabilities.
The statement of net position presents information on all of the Children and Families Commission of San
Luis Obispo County's assets and liabilities, with the difference between the two reported as net position.
The statement of activities presents information showing how the Children and Families Commission of
San Luis Obispo County's net position changed during the most recent fiscal year. All changes in net
position are reported as soon as the underlying event giving rise to the change occurs, regardless of the
timing of related cash floz.T. Thus, revenues and expenses are repo ced iií thïs statement for some items
that will only result in cash flows in future fiscal periods (e.g. earned, but unused vacation leave).
Fund financial statements. A fund is a group of related accounts that is used to maintain control over
resources that have been segregated for specific activities or objectives. The Children and Families
Commission of San Luis Obispo County, like local governments, uses fund accounting to ensure
compliance with finance-related legal requirements. Fund financial statements report essentially the same
functions as those reported in the government-wide financial statements. However, unlike the
government-wide financial statements, fund financial statements focus on near-teen inflows and outflows
of spendable resources, as well as on balances of spendable resources available at the end of the fiscal
year.
The Commission adopts an annual appropriated budget for its governmental fund. A budgetary
comparison statement has been provided for this fund to demonstrate compliance with the budget. It
should be noted that the GASB 68 requirements apply to Government-wide reporting of long-term
liabilities, but do not affect Fund financial statements. For more information see pages 11 and 13:
Reconciliation of Government-Wide and Fund Financial Statements.
Notes to the financial statements. The notes provide additional information that is essential to a full
understanding of the data provided in the financial statements. The notes to the financial statements can
be found on pages 14-25 of this report.
Supplementary information. In addition to the basic financial statements and accompanying notes, this
report also presents certain required supplementary information concerning the Children and Families
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Commission of San Luis Obispo County's finances. Required supplementary information can be found on
page 27 of this report.
Compliance section. The independent audit also includes a report on internal control over 1) financial
reporting and 2) compliance (beginning on page 31 of this report). The test of compliance uncovered no
material findings and no deficiencies in internal controls.
COMMISSION FINANCIAL ANALYSIS
This Management Discussion &Analysis uses the Fund Financial Statements for the following year-toyear comparisons.
Fund Balance. The Fund Balance may serve over time as a useful indicator of a Commission's financial
position. In the case of the Children and Families Commission of San Luis Obispo County, the Fund
Balance was $9,443,595 at the close of the most recent fiscal year. However, financial statement user°s
need to consider other factors, both financial and non-financial, in assessing the Commission's financial
position. These factors include changes in services, changes in state funding, changes in the economy and
other external factors outside of the Commission's control (e.g. enacted legislationj.
Changes in the Commission's Assets/Liabilities/Fund Balance {in thousands) were as follows:
TABLE 1
2021-22
ASSETS
Cash and Investments
Due from other agencies
Prepaid expenditures
Deposits

$

Total assets $

2020-21

9,289
157
4
4
9,453

$

$

Change

9,399 $
188
4
4
9,594 $

(110)
(31)
(141)

-1%

(182)
(7)
(189)

-95%

272
(224)
48

1%

LIABILITIES AND FUND BALANCE
LIABILITIES
Accounts Payable
Accrued Payroll liabilities

$
Total liabilities $

FUND BALANCES
Nonspendable
Restricted
Committed
Assigned

$

Total fund balances $
TOTAL Liabilities and Fund Balances $

2
8
10

$

$

184
15
199

7 $
52
3,782
5,602
9,443 $

7
52
3,510
5,826
9,395

$

$

9,594

9,453

$

$

$

The mast significant portion of the Commission's assets is its cash and investments balance ($9.289
million). This represents resources received from First 5 California from Proposition 10 taxes that have
not been expended and are committed to future periods and programs through the Commission's langrange sustainability plan (FY 2016-28). Cash and investments are maintained in the County's cash and
investment pool where interest earned on the Commission's balance is apportioned to the Commission.
Included in Assets are $157,038 in Commission receivables due from other agencies, including: First 5
5

Management's Discussion and Analysis
For the Year Ended June 30, 2022
California for Proposition 10 allocations of $111,337, First 5 CA IMPACT Shared Services Alliance
Revenue of $23,559, and MHSA invoices totaling $22,142. for MAA. The Commission also reports
payables of $2,417, representing payments due on grant service contracts that had not been expended at
year-end, and $7,473 in accrued payroll liabilities.
Revenues. The Commission receives the vast majority of its revenue from the state allocation of
Proposition 10 funds or from interest earned from its investments. In the fiscal year ending June 30, 2022,
the amount received through core Proposition 10 funds (including Proposition 56 backfill funds) was an
decrease of $40,966 compared to the prior fiscal year. The Commission invests its funds in the San Luis
Obispo County Treasury, which returned $53,921 in local interest for FY 2021-22, representing a 42%
decrease from the prior fiscal year. In addition, due to the year-end market downturn in June 2022, the
investment pool produced an investment loss of $259,624, for a net investment income total of
-$205,703.

Changes in the Commission's revenues (in thousands) were as follows.
TABLE 2
2021-22
Revenues
Prop. 10 and 56 allocation
Foundation and state (IMPACT)
Medical Administrative Activities (MAA)
MHSA -Innovations Grant
Other revenue
Investment Income
Total revenue

$

$

1, 700 $
24
35
101
0
(206)
1, 654 $

2020-21
1,741 $
122
65
121
100
92
2,241 $

Change
(41 }
-2%
(98)
-80%
(30)
-46°l0
(20)
-17°l0
(100) -100°l0
(298) -324°!°
(587}
-26%

Total revenue (see above) consisting of Proposition 10 funds, IMPACT funds, amulti-year state Mental
Health Services Act (MHSA) Innovations grant, MAA revenue and interest income experienced a
decrease from $2.241 million to $1.654 million for the year ended June 30, 2022. Core Proposition 10
combined with Proposition backfill revenues experienced a 2% increase. The significant downturn in the
market and resulting valuation adjustment is largely responsible for the overall revenue decrease, in
addition to a winding down of the MHSA program, and MAA payments lower than in the prior year.
Overall total revenue experienced a decrease of 26%.
Expenditures. During FY 2021-22, total Commission expenditures were $1.606 million*, a 13.67°l0
decrease of over $254,385 from the prior fiscal year. These expenditures included $1,070,927 disbursed
to outside contracted service providers within San Luis Obispo County and to support systems change and
advocacy efforts, and evaluation. The expenditure decrease can be attributed primarily to 1) slow-torebound offerings by funded partners due to COVID-related restrictions and emerging workforce
challenges, and 2) delayed launch of the First 5 Thrive Home Visiting Coordination Initiative.

*For the purposes ofyear-over-year comparison, this figure does not include the new office lease debt
service figure of $148,308, which is offset in the financial statement by a new "Other Financing Sources"
category (see p. 12).
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Changes in the Commission's expenses (in thousands) were as follows:
TABLE 3
Administrative expenses
Services and Supplies
Rent and utilities*

$

Program Expenses
Program Related Admn.
Priority Areas
Child Health
Early Learning
Family Strengthening
IMPACT Program
Evaluation -General
Systems Change/Adtiocacy/Media
Kits for New Parents
Event Sponsorships
Child Care Feasibility Study
Emergency Response Funding
Capital Outlay

2021-22
2020-21
205 $
209
44
45

286

276

534
131
309
23
30
14
2
7
22
-

588
335
232
77
28
12
2
2
28
27

$

148
Total expenses $

1, 755 $

Change
(4)
(1)

-2%
-1 °lo

10

4%

(54)
-9°I°
(204)
-61
77
33%
(54) -70%
2
7%
2
17%
0%
5 250%
(6)
-21
(27) -100%
148 100%

1, 861 $

(106)

-6%

defined as Debt Service: Principle on Lease +interest on Lease

Capital assets. At the beginning of the current fiscal year the Commission had $0 in net capital assets.
There were no capital assets purchased in FY 2021-22.
Comment on COVID-19. While the immediate and unexpected initial crises related to the COVID-19
pandemic have subsided, lingering and new challenges have persisted that affect the lives of young
children and families and the agencies that serve them. One of the most significant roadblocks has
related to hiring and sustaining achild-serving workforce. Many of First 5-funded programs and other
partner agencies have had to cut back or delay launch of critical services due to a hiring crisis. First 5
staff continue to work closely with contracted programs and other stakeholders to pursue creative
solutions that will help continue building back the fabric of early childhood supports during this important
period of post-pandemic recovery. Fortunately, the Commission's own financial position has continued
to remain largely stable during this period, due to a diversified portfolio of funding sources and a
consistent core revenue base through Proposition 10 tobacco tax appropriation. In this regat-d, the
Commission is fortunate to have a healthy fund balance that will help it remain a solid source of ongoing
support in the community into the future.
Requests for information. This financial report is designed to provide a general overview of the
Children and Families Commission of San Luis Obispo County's finances for all those with an interest in
its finances. Questions concerning any of the information provided in this report or requests for additional
information should be addressed to: Children and Families Commission of San Luis Obispo County, 3220
South Higuera St., Suite 232, San Luis Obispo, CA 93401.
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CHILDREN AND FAMILIES COMMISSION OF SAN LUIS OBISPO COUNTY
STATEMENT OF NET POSITION

June 30, 2022

Governmental

Activities
ASSETS
Cash and investments
Due from other agencies
Prepaid expenses
Deposits
Right of use:
Lease building
Accumulated amortization

$

9,289,170
157,038
3,500
3,777
148,308
(34,710)

Total assets

9,567,083

DEFERRED OUTFLOWS OF RESOURCES
Deferred pension

78,765

Total deferred outflows of resources

78,765

LIABILITIES
Accounts payable
Accrued payroll liabilities
Current portion of compensated absences
Current portion of lease liability
Noncurrent liabilities:
Compensated absences
Lease liability
Net pension liability

2,417
7,473
3,732
31,682
15,308
75,686
15,391

Total liabilities

151,689

DEFERRED INFLOWS OF RESOURCES
Deferred pension

13,436

Total deferred inflows of resources

13,436

NET POSITION
Net investment in capital assets
Restricted
Unrestricted

6,230
52,140
9,422,353

Total net position

$

The notes to basic financial statements are an integral part of this statement.
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9,480,723

CHILDREN AND FAMILIES COMMISSION OF SAN LUIS OBISPO COUNTY
STATEMENT OF ACTIVITIES
For the Fiscal Year Ended June 30, 2022

Charges for
Services

Expenses

Program Revenues
Operating
Contributions
and Grants

Capital
Contributions
and Grants

Net (Expense)
Revenue and
Changes in
Net Position

Governmental activities:
Child devetopmerit services
Total governmental activities

$

1,521,241

$

-

$

1,8b0,190

$

-

$

1,521,241

$

-

$

1,8b0,190

$

-

General Revenues:
Investment income
Other revenue

$

338,949
338,949

(205,703)
245

Total general revenues

(205,458)

Change in net position

133,491

Net position, beginning of fiscal year
Net position, end of fiscal year

9,347,232
$ 9,480,723

The notes to basic financial statements are an integral part of this statement.
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CHILDREN AND FAMILIES COMMISSION OF SAN LUIS OBISPO COUNTY
GOVERNMENTAL FUND
BALANCE SHEET
June 30, 2022

General

Fund
ASSETS
Cash and investments
Due from other agencies
Prepaid expenditures
Deposits
Total assets
LIABILITIES AND FUND BALANCE
Lïabilities:
Accounts payable
Accrued payroll liabilities

$

9,289,170
157,038
3,500
3,777

$

9,453,485

$

2,417
7,473

Total liabilities

9,890

Fund Balance:
Nonspendable:
Prepaid expenditures
Deposits
Restricted:
MAA audit reserve
Donor restricted
Committed:
Provider contracts
Facility lease
Specified projects
Assigned:
Evaluaiiori
Future initiatives
Emergency response funding
System change/policy efforts
Event sponsorships

3,500
3,777
50,000
2,140
3,454,230
117,806
210,208
221,272
4,620,662
300,000
400,000
60,000

Total fund balance

9,443,595

Total liabilities and fund balance

$

The notes to basic financial statements are an integral part of this statement.
~

9,453,485

CHILDREN AND FAMILIES COMMISSION OF SAN LUIS OBISPO COUNTY
RECONCILIATION OF THE GOVERNMENTAL
FUND BALANCE SHEET
TO THE STATEMENT OF NET POSITION

June 30, 2022

Total fund balance -governmental fund

9,443,595

Amounts reported for governmental activities in the statement of
net position are different because:
Long-term liabilities: In governmental funds, only current liabilities
are reported. In the statement of net position, all liabilities, including
long-term liabilities, are reported. Long-term liabilities relating to
governmental activities consist of:
Compensated absences
Lease liability
Net pension liability

$

(19,040)
(107 368)

(15,391)
(141,799)

Right to use leased assets and accumulated amortization used in
governmental activities are not financial resources and therefore are
not reported in the governmental funds.
Rights to use assets
Accumulated amortization

$

148,308
(34,710)
113,598

Defen•ed outflows and inflows of resources: In governmental funds,
deferred outfloE3~s and inflows of resources are not reported because
they are applicable to future periods. Iii the staternerlt of net position,
deferred outflows and inflows of resources are reported.
Deferred outflows of resources relating to pension
Deferred inflows of resources relating to pension

$

78,765
(13,436)
65,329

Total net position -governmental activities

$

The notes to basic financial statements are an integral part of this statement.
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9,480,723

CHILDREN AND FAMILIES COMMISSION OF SAN LUIS OBISPO COUNTY
STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES IN FUND BALANCE GOVERNMENTAL FUND

For the Fiscal Year Ended June 30, 2022

General

Revenues:
Proposition 10 & 56 apportionment
IMPACT (Shared Services Alliance)
Medical Administrative Activities (MAA)
MI-ISA
Other revenue
Investment income (loss)

$

1,700,489
23,559
34,814
101,328
245

(205,703)

Total revenues

1,654,732

Expenditures:
Administrative expenses
Program related administrative expenses
Priority areas:
Child health and development
Early learning
Family strengthening
Shared Services Alliance (IMPACT)
Evaluation -general
New/General advocacy
Kits for new parents
Event sponsorships
Child Care Feasibility Study
Capital outlay
Debt service:
Principle on lease
Interest on lease

204,980
285,977
534,638
130,570
309,063
22,650
29,970
13,723
2,031
6,782
21,500
148,308

40,940

3,493

Total expenditures

1,754,625

Excess of revenues over expenditures

(99,893)

Other Financing Sources
Lease liability issued

148,308

Total other financing sources

148,308

Net change in fund balance

48,415

Fund balance -July 1
Fund balance -June 30

$

The notes to basic financial statements are an integral part of this statement.
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9,443,595

CHILDREN AND FAMILIES COMMISSION OF SAN LUIS OBISPO COUNTY
RECONCILIATION OF THE GOVERNMENTAL FUND STATEMENT OF
REVENUES, EXPENDITURES, AND CHANGES IN FUND BALANCE
TO THE STATEMENT OF ACTIVITIES

For the Fiscal Year Ended June 30, 2022

Net change in fund balance -governmental fund

48,415

Amounts reported for governmental activities in the statement of
activities are different because:
Right to use assets are reported in governmental funds as expenditures.
However, in the statement of activities, the cost of those assets are
allocated over length of the lease. This is the amount by which additions
to right to use assets of $148,308 is greater than amortized expense of
$34,710.

113,598

in governmental funds, pension costs are recognized when employer
contributions are made. In the statement of activities, pension costs
recognized on the accrual basis. This fiscal year, the difference
between accrual-basis pension costs and actual employer
contributions was:

78,454

The issuance of lease payable provides current financial resources
to governmental funds, while the repayment of the principal of
lease payable consumes the current financial resources of governmental
funds. Neither transaction has any effect on net position. The amount
is the net effect of these differences in the treatment of lease payable
and related items.
New lease liability issued
Principal payments on lease liability

$

(148,308)
40,940
(107,368}

In the statement of activities, compensated absences are measured by
the amounts earned during the fiscal year. In govcrnrr~ental funds,
however, expenditu~~es for these items az•e measured by the amount
of financial resources used (essentially, the amounts paid). This
fiscal year, vacation used exceeded the amounts earned by $392.
Change in net position -governmental activities

392
$

The notes to basic financial statements are an integral part of this statement.
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CHILDREN AND FAMILIES COMMISSION OF SAN LUIS OBISPO COUNTY
NOTES TO BASIC FINANCIAL STATEMENTS

June 30, 2022
NOTE 1 —SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
A.

Organization
The Children and Families Commission of San Luis Obispo County (the Commission) was established on December 15,
1998, pursuant to Health and Safety Code § 130140. The Commission was also established in accordance with the provision
of the California Children and Families First Act of 1998 and by San Luis Obispo County Ordinances 2846, 2868, and 2886.
The San Luis Obispo County Board of Supervisors appoints the nine members of the Commission.
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.

B.

Reporting Entity
The reporting entity is the Children and Families Commission of San Luis Obispo County. There are no component units
included in this report which meets the criteria of the Governmental Accou~~ti~~g Stat~da~~ds Board (GASB) Statement i~io. ï 4,
The Financial Rep~arting Rntity, as amended by GASB Statements No. 39, No. 61, No. 80, and No. 90.

C.

Government-wide and Fund Financial Statements

The government-wide financial statements (i.e., the statement of net position and the statement of activities} report
information on all of the activities of the Commission. For the most part, the effect of interfund activity has been removed
from these statements. Governmental activities are normally supported by taxes and intergovernmental revenues.
The statement of activities demonstrates the degree to which the direct expenses of a given function or segment are offset by
program revenues. Direct expenses are those that are clearly identifiable with a specific function or segment. Prog~°am
revenues include 1) the annual benefit assessment that is assessed to all property owners within the Commission's service
area and is reported as charges for services, and 2) contract services that represent service zones for service to other agencies
or entities for service outside the Commission's current service area. Other items not properly included among program
revenues are reported instead as general revenues.
Separate financial statements are provided for governmental funds. Major individual governmental funds are reported as
separate columns in the fund financial statements.
D.

Rasis of Presentation

Government-wide Financial Statements:
The government-wide statements are prepared using the economic resources measurement focus. This approach differs from
the manner in which governmental fund financial statements are prepared. Governmental fund financial statements,
therefore, include reconciliation with brief explanations to better identify the relationship between the government-wide
statements and the statements for the governmental funds.
The government-wide statement of activities presents a comparison between direct expenses and program revenues for each
function or program of the Commission's governmental activities. Direct expenses are those that are specifically associated
with a service, program, or department and are therefore clearly identifiable to a particular function. The Commission does
not allocate indirect expenses to functions in the statement of activities. Program revenues include charges paid by the
recipients of goods or services offered by a program, as well as grants and contributions that are restricted to meeting the
operational or capital requirements of a particular program. Revenues which are not classified as program revenues are
presented as general revenues of the Commission, with certain exceptions. The comparison of direct expenses with program
revenues identifies the extent to which each governmental function isself-financing or draws from the general revenues of
the Commission.
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CHILDREN AND FAMILIES COMMISSION OF SAN LUIS OBISPO COUNTY
NOTES TO BASIC FINANCIAL STATEMENTS

June 30, 2022
NOTE 1 —SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)
D.

Basis of Presentation (Continued)
Fund Financial Statements:
Fund financial statements report detailed information about the Commission. The focus of governmental fund financial
statements is on major funds rather than reporting funds by type. Each major governmental fund is presented in a separate
column, and all nonmajor funds are aggregated into one column.
The accounting and financial treatment applied to a fund is determined by its measurement focus. All governmental funds
are accounted for using a flow of current financial resources measurement focus. With this measurement focus, only current
assets and current liabilities are generally included on the balance sheet. The Statement of Revenues, Expenditures, and
Changes in Fund Balances for these funds present increases, {i.e., revenues and other financing sources) and decreases (i.e.,
expenditures and other financing uses) i~~ net cu~rei~t assets.

E.

Basis of Accounting
Basis of accounting refers to when revenues and expenditures are recognized in the accounts and reported in the financial
statements. Government-wide financial statements are prepared using the accrual basis of accounting. Governmental funds
use the modified accrual basis of accounting.
Revenues —exchange and non-exchange transactions:
Revenue resulting from exchange transactions, in which each party gives and receives essentially equal value, is recorded
under the accrual basis when the exchange takes place. On a modified accrual basis, revenue is recorded in the fiscal year in
which the resources are measurable and become available. "Available" means the resources will be collected within the
current fiscal year or are expected to be collected soon enough thereafter to be used to pay liabilities of the current fiscal
year. For• the Commission, "available" means collectible within the current period or within 90 days after fiscal year-end.
Non-exchange transactions, in which the Commission receives value without directly giving equal value in return, include
propet~ty taxes and grants. Under the accrual basis, revenue from property taxes ïs recognized in the fiscal year for which the
taxes are levied. Revenue from grants is recognized in the fiscal year in which all eligibility requirements have been
satisfied. Eligibility requirements include timing requirements, which specify the fiscal year when the resources are to be
used or the fiscal year when use is first permitted; matching requirements, in which the Commission must provide local
resources to be used far a specific purpose; and expenditure requirements, in which the resources are provided to the
Commission on a reimbursement basis. Under the modified accrual basis, revenue from non-exchange transactions must
also be available before it can be recognized.
Unearned revenue:
Unearned revenue arises when assets are received before revenue recognition criteria have been satisfied. Grants received
before eligibility requirements are met are recorded as deferred revenue. On governmental fund financial statements,
receivables associated with non-exchange transactions that will not be collected within the availability period have also been
recorded as unearned revenue.

Expenses/expenditures:
On the accrual basis of accounting, expenses are recognized at the time a liability is incurred. On the modified accrual basis
of accounting, expenditures are generally recognized in the accounting period in which the related fund liability is incurred,
as under the accrual basis of accounting. However, under the modified accrual basis of accounting, debt service
expenditures, as well as expenditures related to compensated absences and claims and judgments, are recorded only when
payment is due. Allocations of cost, such as depreciation and amortization, are not recognized in the governmental funds.
When both restricted and unrestricted resources are available for use, it is the Commission's policy to use restricted
resources first then unrestricted resources as they are needed.
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CHILDREN AND FAMILIES COMMISSION OF SAN LUIS OBISPO COUNTY
NOTES TO BASIC FINANCIAL STATEMENTS
June 30, 2022
NOTE 1—SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)
F.

Fund Accounting
The accounts of the Commission are organized on the basis of funds, each of which is considered to be a separate accounting
entity. The operations of each fund are accounted for with a separate set ofself-balancing accounts that comprise its assets,
liabilities, fund balance or net position, revenues, and expenditures. The Commission's resources are allocated to and
accounted for in individual funds based upon the purpose for which they are to be spent and the means by which spending
activities are controlled. The Commission's accounts are organized into one major fund as follows:
Major Governmental Fund:
The General Fund is the general operating fund of the Commission. It is used to account far all financial resources.

G,

Budgets and Budgetary Accounting
The Commission adopts an annual budget on or before August 30 of each fiscal year. From the effective date of the budget,
the amounts stated as proposed expenditures become appropriations.
The Board of Commissioners may amend the budget by motion during each fiscal year. The original and revised budgets are
presented for the General Fund.
All appropriations lapse at the end of the fiscal year to the extent that they have not been expended.

H.

Prepaid Items
The Commission has the option of reporting expenditures in governmental funds for prepaid items either when purchased or
during the benefiting period. The Commission has chosen to report the expenditure during the period benefited.
Encumbrances
Encumbrances represent commitments related to ~.~nperfo?-med contracts for goods or ser~jices. Encumbrance acco'~znting,
under which purchase orders, contracts, and other commitments for the expenditure of resources are recorded to reserve that
portion of the applicable appropriation, is not utilized by the Commission.
Estimates
The preparation of financial statements inconformity with accounting principles generally accepted in the United States of
America, as prescribed by the GASB and the American Institute of Certified Public Accountants, requires management to
make estimates and assumptions that affect the reported amounts of assets and liabilities and disclosure of contingent assets
and liabilities at the date of the financial statements and the reported amounts of revenues and expenditures/expenses during
the reporting period. Actual results could differ from those estimates.

K.

Long-term Obligations
In the government-wide financial statements, long-term debt and other long-term obligations are reported as liabilities in the
statement of net positian. In the fund financial statements, governmental fund types report the face amount of debt issued as
other financing sources.
Compensated Absences
The Commission's policy permits employees to accumulate earned but unused vacation. Vested or accumulated vacation
leave that is expected to be liquidated with expendable available financial resources is reported as an expenditure and fund
liability of the governmental fund from which it will be paid. Amounts of vested or accumulated vacation leave that are not
expected to be liquidated with expendable available financial resources are reported in the government-wide financial
statements.

~

CHILDREN AND FAMILIES COMMISSION OF SAN LUIS OBISPO COUNTY
NOTES TO BASIC FINANCIAL STATEMENTS

June 30, 2022
NOTE 1—SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)
M.

Fund Balances
Fund balance of the governmental fund is classified as follows:
Nonspendable Fund Balance —represents amounts that cannot be spent because they are either not in spendable form (such
as inventory or prepaid insurance) or legally required to remain intact (such as notes receivable or principal of a permanent
fund).
Restricted Fund Balance —represents amounts that are constrained by external parties, constitutional provisions or enabling
legislation.
Committed Fund Balance —represents amounts that can only be used for a specific purpose because of a formal action by the
Commission's governing board. Committed amounts cannot be used for any other purpose unless the governing board
removes those constraints by taking the same type of formal action. Committed fund balance amounts may be used for other
purposes with appropriate due process by the governing board. Commitments are typically done through adoption and
amendment of the budget. Committed fund balance amounts differ from restricted balances in that the constraints on their
use do not come from outside parties, constitutional provisions, or enabling legislation.
Assigned Fund Balance —represents amounts which the Commission intends to use for a specific purpose, but that do not
meet the criteria to be classified as restricted or committed. Intent maybe stipulated by the governing board or by an official
or body to which the governing board delegates the authority. Specific amounts that are not restricted or committed in a
special revenue, capital projects, debt service, or permanent fund are assigned for purposes in accordance with the nature of
their fund type or the fund's primary purpose. Assignments within the general fund convey that the intended use of those
amounts is for a specific purpose that is narrower than the general purpose of the Commission.
Unassigned Fund Balance —represents amounts which are unconstrained in that they may be spent for any purpose. Only
the general fund reports a positive unassigned fund balance. Other governmental funds might report a negative balance in
this classification because of overspending for specific purposes for which amounts had been restricted, committed or
assigned.
When an expenditure is incurred for a purpose for which both restricted and unrestricted fund balance is available, the
Coranmission considers restricted finds to have been spent first, When an expenditure is incurred fog- 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.

N.

Deferred Outflows and Inflows of Resources
Pursuant to GASB Statement No. 63, "Financial Reporting of Deferred Out. flows of Resources, Deferred Inflows of
Resources, and Net Position," and GASB Statement No. 65, "Items Previously Reported as Assets and Liabilities, "the
Commission recognizes deferred outflows and inflows of resources.
In addition to assets, the Statement of Net Position will sometimes report a separate sectian 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. The Commission has one item which qualifies for reporting in this category; refer to Note 7 for
a detailed listing of the deferred outflows of resources the Commission has reported.
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 Commission that is applicable to
a future reporting period. The Commission has one item which qualifies for reporting in this category; refer to Note 7 for a
detailed listing of the deferred inflows of resources the Commission has reported.
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CHILDREN AND FAMILIES COMMISSION OF SAN LUIS OBISPO COUNTY
NOTES TO BASIC FINANCIAL STATEMENTS

June 30, 2022
NOTE 1 —SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)
~

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 Children and Families Commission of San Luis
Obispo County California Public Employee's Retirement System (CaIPERS) plan (Plan) and additions to/deductions
from the Plan fiduciary net position have been determined on the same basis as they are reported by Ca1PER5. For this
purpose, benefit payments (including refunds of employee contributions) are recognized when due and payable in
accordance with the benefit terms. Investments are reported at fair value.
Net Position
GASB Statement No. 63 requires that the difference between assets added to the deferred outflows of resources and
liabilities added to the deferred inflows of resources be reported as net position. Net position is classified as either net
investment in capital assets, restricted, or unrestricted.
Net position that is net investment in capital assets consist of capital assets, net of accumulated depreciation, and reduced by
the outstanding principal of related debt. Restricted net position is the portion of net position that has external constraints
placed on it by creditors, grantors, contributors, laws, or regulations of other governments, or through constitutional
provisions or enabling legislation. Unrestricted net position consists of net position that does not meet the definition of net
investment in capital assets or restricted net position.

0

Right to use assets
The commission has recorded right to use lease assets as a result of implementing GASB 87. The right to use assets are
initially measured at an amount equal to the initial measurement of the related lease liability plus any lease payments made
prior to the lease term, less lease incentives, and plus ancillary charges necessary to place the lease into service. The right to
use assets are amortized on a straight-line basis over the life of the related lease.

11~

New Accounting Pronouncements
Governmental Accounting Standards Board Statement No. 87
For the fiscal year ended June 30, 2022, the Commission implemented Governmental Accounting Standards Board (GASB)
Statement No. 87, "Leases." This statement is effective for period beginning after June 15, 2021. The objective of this
Statement is to better meet the information needs of financial statement users by improving accounting and financial
reporting for leases by governments. Implementation of the GASB Statement No. 87 did have an impact on the
Commission's financial statements for the fiscal year ended June 30, 2022, see Note 4 —Right to use asset and Note 5 —
Lease Payable.

S

Future Accounting Pronouncements
GASB Statements listed below will be implerr~nted in future financial statements:
Statement No. 91

"Conduit Debt Obligations"

The provisions ofthis statement are effective
for fiscal years beginning after December 15, 2021.

Statement No. 93 "Replacement of Interbank Offered
Rates"
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The provisions ofthis statement except for paragraphs
1 lb, 13, and 14 are effective for fiscal years beginning
after June 15, 2020. Paragraph 1 lb is effective for fiscal
years beginning after December 31, 2021. Paragraphs
13 and 14 are effective for fiscal years beginning after
June 15, 2021.

CHILDREN AND FAMILIES COMMISSION OF SAN LUIS OBISPO COUNTY
NOTES TO BASIC FINANCIAL STATEMENTS

June 30, 2022
NOTE 1 — SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)
S.

Future Accounting Pronouncements (Continued)
Statement No. 94

"Public-Private and Public-Public
Partnerships and Availability

The provisions ofthis statement are effective
for fiscal years beginning after June 15, 2022.

Payrr~nt Arrangements"
Statement No. 96

"Subscription -Based Information
Technology Arrangerr~nts `°

The provisions ofthis statement are effective
for fiscal years beginning after June IS, 2022.

Statement No. 98

"The Annual Comprehensive
Financial Report"

The provisions ofthis statement are effective
for fiscal years beginning after December 15, 2021.

Statement No. 99

" Omnibus 2022"

The provisions ofthis statement are effective
in Apri12022 except for the provisions related to
leases, PPPs, SBITAs, financial guarantees
and derivative instruments . The provisions related
to leases, PPPs, and SBITAs are effective for fiscal
years beginning after June 15, 2022. The provisions
related to financial guarantees and derivative
instruments are effective for fiscal years beginning
after June 15, 2023.

Statement No. 100

" Accounting Changes and Error
Corrections - an amendment ofGASB

The provisions ofthis statement are effective
for fiscal years beginning after June 15, 2023.

Statement No. 62
Statement No. 101 "Compensated Absences"

The provisions ofthis statement are effective
for fiscal years beginning after December 1.5, 2023,

NOTE 2 — CASH AND INVESTMENTS
On June 30, 2022, the Commission had the following cash and investments on hand:
Cash and investments with the County Treasurer
Cash in bank
Total cash and investments

$

9,272,839

16,331
$

9.289,170

Cash and investments are presented on the accompanying basic financial statements, as follows:
Cash and investments, statement of
net position

$

9,289,170

Total cash and investments

~

9.289.170

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. These principles recognize a
three-tiered fair value hierarchy. 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 had investments in the San Luis Obispo
County investment pool, that investment is measured under Level 2.
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CHILDREN AND FAMILIES COMMISSION OF 5AN LUIS OBISPO COUNTY
NOTES TO BASIC FINANCIAL STATEMENTS
June 30, 2022
NOTE 2 —CASH AND INVESTMENTS (Continued)
Cash in County Treasury

The Commission maintains a portion of its cash in San Luis Obispo County Treasury, an external investment pool. The County pools
these funds with those of other governmental entities in the county and invests the cash. These pooled funds are carried at fair value.
Interest is earned based on average daily balance and is deposited quarterly into participating funds. Any investment gains and losses
are proportionately shared by all funds in the pool. The County is restricted by the California Government Code to invest in
obligations issued by the United States Treasury; obligations, participations, or other instruments of or issued by a federal agency or a
United States government sponsored enterprise; obligations of State and local agencies of this State; bankers' acceptances;
commercial paper; negotiable certificates of deposit; repurchase agreements; medium-term corporate notes; as well as other
investments established by the California Government Code. The County's report discloses the required information in accordance
with Governmental Accounting Standards Board Statement Nos. 3 and 40. Pooled investments are not required to be categorized by
risk category.
Custodial Credit Risk
Custodial credit risk for deposits is the risk that, in the event of the failure of a depository financial institution, a government will not
be able to recover its deposits or will not be able to recover collateral securities that are in the possession of an outside party. The
California Government Code and the Commission's investment policy do not contain legal or policy requirements that would limit the
exposure to custodial credit risk for deposits, other than the following provision for deposits: The California Government Code
requires that a financial institution secure deposits made by state or local governmental units by pledging securities in an undivided
collateral pool held by a depository regulated under state law (unless so waived by the governmental unit). The fair value of the
pledged securities in the collateral pool must equal at least 110% of the total amount deposited by the public agencies. California law
also allows financial institutions to secure the Commission's deposits by pledging first trust deed mortgage notes having a value of
150% of the secured public deposits.
None of the Commission's deposits with financial institutions in excess of federal depository insurance limits were held in
uncollateralized accounts.
Investments securities are exposed to custodial credit risk if the securities are uninsured, are not registered in the name of the
government, and are held by either the counterparty or the counterparty's trust department or agent but not in the government's name.
Investments in external pools, such as cash in county treasury, are not exposed to custodial. credit risk because their existence is not
evidenced by securities that exist in physical or book entry form.
Interest Rate Risk

The Commission does not have a formal investment policy that limits investment maturities as a means of managing its exposure to
fair value losses arising from increasing interest rates.
Credit Risk

State law limits investments in commercial paper, corporate bonds, and mutual bond funds to the top two ratings issued by nationally
recognized statistical rating organizations. The Commission has no investment policy that would further limit its investment choices.
San Luis Obispo County Treasury pooled investment funds are unrated.
Concentration of Credit Risk

The Commission places no limit on the amount the Commission may invest in any one issuer. The Commission's investments in
San Luis Obispo County Treasury are 100% of total investments.
NOTE 3 — PROGRAM EVALUATION
The Commission spent $29,970 on program evaluation during the audit period.
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CHILDREN AND FAMILIES COMMISSION OF SAN LUIS OBISPO COUNTY
NOTES TO BASIC FINANCIAL STATEMENTS
June 30, 2022

NOTE 4 -RIGHT TO USE ASSET
Right to use asset activity for the Commission far the year ended June 30, 2022, was as follows:
Balance

Balance

July 1

Additíons

Reductions

June 30

Right to use assets

Leased office

$

-

$

148,308

Total right to use assets

$

-

$

148,308

148,308

148,308

Less accumulated amortization for:
Leased office
Total accumulated amortization
Right to use assets, net

$

-

$

34,710

34,710

34,710

34,710

113,598

$

-

$

113,598

NOTE S - LEA5E PAYABLE
On June 26, 2020, the Commission agreed to terms on an amendment to the office space lease agreement to extend the lease to
June 30, 2022 for a monthly payment of $3,756. On May 4, 2022, the lease was extended for a period of three years, expiring on
June 30, 2025. From July 1, 2022, the monthly payment will be $3,112 and each July thereafter, will be increased by 3%. The
lease liability is measured at a discount rate of 3%, which is the amount of a 3 year US Treasury bill. As a result of the lease, the
Authority has recorded a right to use asset with a net book value of $113,598.
The future minimum lease obligations and the net present value of these minimum lease payment as of June 30, 2022, were as
follows:
Year Ending

Principal

Interest

2023
2024
2025

$ 31,682
36,702
38,984
$ 107,368

$ 34,232
38,464

$

2,550
1,762
634

39,618

$

4,946

$ 112,314

NOTE 6 -LONG-TERM LIABILITIES
Changes in long-term liabilities
The following is a summary of long-term liability activity for the fiscal year ended June 30, 2022:
Balance
Reductions

Additions

July 1

Balance

Due Within

June 30

One Year

Governmental activities:

Compensated absences

$

19,432

$

Lease payable
101,634

Net pension liability

14,534

$

14,926

$

19,040

148,308

40,940

107,368

90,346

176,589

15,391

$

3,732
31,682

Governmental activities
Long-term liabilities

$

121,06b

$

253,188
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$

232,455

$

141,799

$

35,414

CHILDREN AND FAMILIES COMMISSION OF SAN LUIS OBISPO COUNTY
NOTES TO BASIC FINANCIAL STATEMENTS
June 30, 2022

NOTE 7 —PENSION PLAN
A. General Information about the Pension Plan
Plan Descriptions
All qualified permanent and probationary employees are eligible to participate in the Commission's Miscellaneous Employee Pension
Plans, cost-sharing multiple employer defined benefit plans administered by the California Public Employees' Retirement System
(Ca1PERS). Benefit provisions under the Plans are established by State statute and Commission resolution. Ca1PERS issues publicly
available reports that include a full description of the pension plans regarding benefit provisions, assumptions and membership
information that can be found on the Ca1PERS website.
Benefits Provided
Ca1PERS provides service retirement aid disability benefits, annual cost of living adjustments and death benefits to plan members,
who must be public employees and beneficiaries. Benefits are based on years of credited service, equal to one year of full time
employment. Members with five years of total service are eligible to retire at age 50 with statutorily reduced benefits. All members
are eligible for nonduty disability benefits after 10 years of service. The death benefit is one of the following: the Basic Death
Benefit, the 1957 Survivor Benefit, or the Optional Settlement 2W Death Benefit. The cost of living adjustments for each plan are
applied as specified by the Public Employees' Retirement Law.
The Plans' provisions and benefits in effect at June 30, 2022, are summarized as follows:
Miscellaneous
Hire Date
Benefit formula
Benefit vesting schedule
Benefit payments
Retirement age
Monthly benefits, as a % of eligible compensation
Required employee contribution rates
Required employer contribution rates

Prior to January 1, 2013

On or after January 1, 2013

2.0% ~a 55

2.0% ~ 62

5 years service
monthly for life

5 years service
monthly for life

50-63

52-6ï

1.4% to 2.4%

1.0% to 2.5%

7.000%

8.000%
7.90% + $6,514

12.69% + $11,551

Contributions
Section 20814(c) of the California Public Employees' Retirement Law requires that the 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. Funding contributions for the Plan is determined annually on an actuarial basis as of June 30 by Ca1PERS. The actuarially
determined rate is the estimated amount necessary to finance the costs of benefits earned by employees during the year, with an
additional amount to finance any unfunded accrued liability. The Commission is required to contribute the difference between the
actuarially determined rate and the contribution rate of employees. Contributions to the pension plan from the Commission were
$44,888 for the fiscal year ended June 30, 2022.
B. Pension Liabilities, Pension Expenses and Deferred Outflows/Inflows of Resources Related to Pensions
At June 30, 2022, the Commission reported a liability of $15,391 for its proportionate share of the net pension liability. The net
pension liability was measured as of June 30, 2021 and the total pension liability used to calculate the net pension liability was
determined by an actuarial valuation as of June 30, 2020 rolled forward to June 30, 2021 using standard update procedures. The
Commission's proportion of the net pension liability was based on a projection of the Commission's long-term share of
contributions to the pension plan relative to the projected contributions of all Pension Plan participants, actuarially determined. At
June 30, 2021, the Commission's proportion was 0.00081%, which decreased by 0.00160% from June 30, 2020.
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NOTES TO BASIC FINANCIAL STATEMENTS
June 30, 2022
NOTE 7 —PENSION PLAN (CONTINUED)
B. Pension Liabilities, Pension Expenses and Deferred Outflows/ Inflows of Resources Related to Pensions (Continued)
For the year ended June 30, 2022, the Commission recognized pension expense of $(33,566). Pension expense represents the change
in the net pension liability during the measurement period, adjusted for actual contributions and the deferred recognition of changes
in investment gainlloss, actuarial gain/lass, actuarial assumptions or method, and plan benefits. At June 30, 2022, the Commission
reported deferred outflows of resources and deferred inflows of resources related to pension from the following sources:
Deferred
Outflows of
Resources
Pension contributions subsequent to measurement date
Differences between expected and actual experience
Changes in assumptions
Net difference between projected and actual earnings on
retirement plan investments
Adjustment due to differences in proportions
Difference in actual contributions and proportionate
share of contributions

$

Deferred Inflows
of Resources

44,888

$

1,726

13,436
18,928
13,223 _
$

78,765

$

13,436

$44,888 reported as deferred outflows of resources related to pensions resulting from Commission contributions subsequent to the
measurement date will be recognized as a reduction of the net pension liability in the year ended June 30, 2023. Other amounts
reported as deferred outflows of resources and deferred inflows of resources related to pensions will be recognized in the pension
expenses as follows:

Fiscal ~éar
Fxtdin~ June 30

A r~unfi

2023
2024
2025
2026

$

12,816
8,792
2,547
(3,714)

$
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CHILDREN AND FAMILIES COMMISSION OF SAN LUIS OBISPO COUNTY
NOTES TO BASIC FINANCIAL STATEMENTS

June 3 0, 2022
NOTE 7 —PENSION PLAN (CONTINUED)
B. Pension Liabilities, Pension Expenses and Deferred OutflowslInflows of Resources Related to Pensions (Continued)

Actuarial Assumptions
The total pension liability in the June 30, 2021, actuarial valuation was determined using the following actuarial assumptions:
Miscellaneous

Valuation Date
Measurement Date
Actuarial Cost Method
Actuarial Assumptions:
Discount Rate
Inflation
Salary Increases
Mortality Rate Table (1)
Post Retiret~nt Benefit
Increas e

dune 30, 2020

June 30, 2021
Entry-Age Normal Cost Method
7.15%
2.50%

Varies by Entry Age and Service
Derived using Ca1PERS' Membership
Data for all Funds
Contract COLA up to 2.50% until
Purchasing Power Protection Allowance
Floor on Purchasing Power applies,
2.75% thereafter

{1 } The mortality table used was developed based on Ca1PERs' specific data. The table includes 15 years of
mortality improvements using 90%Scale MP 2016 published by the Society of Actuaries. For more details
on this table please refer to the 2017 experience study report.

Discount Rate
The discount rate used to measure the total pension liability was i .15°ió. To determine whether the municipal bond raie should be used
in the calculation of a discount rate for public agency plans (including PERF C), Ca1PERS stress tested plans that would most likely
result in a discount rate that would be different from the actuarially assur~ied discount rate. Based on the testing, none of the tested
plans run out of assets. Therefore, the current 7.15 percent discount rate is adequate and the use of the municipal bond rate calculation
is not necessary. The long term expected discount rate of 7.15 percent will be applied to all plans in the Public Employees Retirement
Fund including PERF C. The stress test results are presented in a detailed report called "GASB Crossover Testing Report" that can be
obtained at Ca1PERS' website under the GASB No. 68 section.
Ca1PERS is scheduled to review all actuarial assumptions as part of its regular Asset Liability Management (ALM) review cycle that
is scheduled to be completed in February 2022. Any changes to the discount rate will require Board action and proper stakeholder
outreach. For these reasons, Ca1PERS expects to continue using a discount rate net of administrative expenses for GASB No. 6? and
No. b8 calculations through at least the 2021-22 fscal year. Ca1PERS will continue to check the materiality of the difference in
calculation.
The long-term expected rate of return on pension plan investments was determined using abuilding-block method in which bestestimate ranges of expected future real rates of return (expected returns, net pension plan investment expense and inflation) are
developed for each major asset class.
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CHILDREN AND FAMILIES COMMISSION OF SAN LUIS OBISPO COUNTY
NOTES TO BASIC FINANCIAL STATEMENTS

June 30, 2022
NOTE 7 — PENSION PLAN (CONTINUED)
B. Pension Liabilities, Pension Expenses and Deferred Outflows/Inflows of Resources Related to Pensions (Continued)
Discount Rate (Continued)
In determining the long-term expected rate of return, CaIPERS took into account both short-term and long-term market return
expectations as well as the expected pension fund cash flows. Using historical returns of all the funds' asset classes, expected
compound returns were calculated over the short-term (first 10 years) and the long-term (11-60 years) using abuilding-block
approach. Using the expected nominal returns for both short-term and long-term, the present value of benefits were calculated for
each fund. The expected rate of return was set by calculating the single equivalent expected return that arrived at the same present
value of benefits for cash flows as the one calculated using both short-term and long-term returns. T he expected rate of return was
then set equivalent to the single equivalent rate calculated above and rounded down to the nearest one quarter of one percent.
The table below reflects the long-term expected real rate of return by asset class. The rate of return was calculated using the capital
market assumptions applied to determine the discount rate and asset allocation. These rates of return are net of administrative
expenses.

Asset Class
Global Equity
Global Fixed Income
Inflation Sensitive
Private Equity
Real Estate
Liquidity
Total

New
Strategic
Allocation

Real Return
Years 1-10(a)

50.0%
28.0%
d.0%
8.0%

Real Return
Years 11+(b)

4.$0%
1.00%
0.77%
6.30%

13.0%

3.75%

1.0%
1(x.0%

0.00%

5.98%
2.62%
1.81%
7.23%
4.93%
-0.92°l0

(a) An expected inflation of 2.00% used for this period.
{b) An expected inflation of 2.92% used for this period.

Sensitivity of the Proportionate Share of the Net Pension Liability to Changes in the Discount Rate
The following represents the Commission's proportionate share of the net pension liability calculated using the discount rate of 7.15
percent, 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 (6.15 percent) or 1-percentage point higher (8.15 percent) than the current rate:

Commission's proportionate share ofthe net
pension plan liability

1%Decrease

Discount Rate

1%Increase

6.15%

7.15%

8.15%

$

114,502

$

15,391

$

(66,543)

Pension Plan Fiduciary Net Position
Detailed information about the pension plan's fiduciary net position is available in the separately issued Ca1PERS financial reports.
C. Payable to the Pension Plan
At June 30, 2022, the Commission had no amount outstanding for contributions to the pension plan required for the fiscal year ended
June 30, 2022.
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REQUIRED SUPPLEMENTARY INFORMATION

CHILDREN AND FAMILIES COMMISSION OF SAN LUIS OBISPO COUNTY
BUDGETARY COMPARISON SCHEDULE

For the Fiscal Year Ended June 30, 2022

Budgeted Amounts
Original

Final

Variance
Favorable
(Unfavorable)

Actual Amounts

Revenues:
Proposition 10 & 56 apportionment
IMPACT (Shared Services Alliance}
Medical Administrative Activities (MAA)
MHSA
Other revenue
Investment income

$

Total revenues

1,753,150

$

1,753,150
53,969

$

1,700,489
23,559
34,814
101,328
245
(205,703)

$

(52,661)

(30,410}
34,814
(275,018)
245
(270,519)

376,346

376,346

64,816

64,816

2,194,312

2,248,281

1,654,732

218,084
378,834

218,084
378,834

204,980
285,977

13,104
92,857

1,281,949
215,604
386,566

1,281,949
215,604
386,566
49,733
22,460
30,000
50,000
2,500
10,000
21,500
75,000

534,638
130,570
309,063
22,650

747,311
85,034
77,503
27,083
22,460
30
36,277
469
3,218

(593,549)

Expenditures:
Administrative expenses
Program related administrative expenses
Priority areas:
Child health and development
Early learning
Family strengthening
Shared Services Alliance (IMPACT)
Unallocated Program
Evaluation -general
New/General advocacy
Kits for new parents
Event sponsorships
Child Care Feasibility Study
Emergency response funding
Capital outlay
Debt service:
Principal on lease
Interest on lease
Contingency

22,460
30,000
50,000
2,500
10,000
75,000

29,970
13,723
2,031
6,782
21,500

75,000
(148,308)

148,308

Total expenditures

41,616
3,456
125,000

41,616
3,456
125,000

40,940
3,493

2,841,069

2,912,302

1,754,625

(646,757)

Excess of revenues aver expenditures

(664,021)

676
(37)
125,000
1,157,677

(99,893)

564,128

148,308

148,308

48,415

712,436

Other Financing Sources
Lease liability issued

9,395,180

9,395,180

Fund balance -July 1
Fund balance -June 30

(664,021)

(646,757)

Net change in fund balance

$

8,748,423
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$

8,731,159

9,395,180
$

9,443,595

$

712,436

CHILDREN AND FAMILIES COMMISSION OF SAN LUIS OBISPO COUNTY
SCHEDULE OF PROPORTIONATE SHARE OF NET PENSION LIABILITY
Last IO Years*
As of June 30, 2022

The following table provides required supplementary information regarding the Commission's Pension Plan.
2022
Proportion of the net pension liability

2021

0.00028%

2020

0.00093%

2019

0.00082%

0.00074%

Proportionate share of the net pension liability

$

15,391

$

101,634

$

84,006

$

70,861

Covered payroll

$

281,991

$

280,462

$

265,397

$

257,770

Proportionate share of the net pension liability as
percentage of covered payroll

5.5%

3b.2%

31.7%

27.5%

Plan's total pension liability

$ 46,174,942,264

$ 43,702,930,887

$ 41,426,453,489

$ 38,944,855,364

Plan's fiduciary net position

$ 40,766,653,876

$ 32,822,501,335

$ 31,179,414,067

$ 24,308,589,559

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

88.29%

75.10%

2018
Proportion of the net pension liability

75.26%

2017

0.00072%

75.26%

2016

0.00062%

2015

0.00038%

0.00055%

Proportionate share of the net pension liability

$

71,810

$

53,446

$

26,233

$

34,190

Covered payroll

$

255,488

$

216,845

$

208,398

$

240,984

Proportionate share of the net pension liability as
percentage of covered payroll

28.1%

24.6%

12.6%

14.2%

Plan's total pension liability

$ 37,161,348,332

$ 33,358,627,624

$ 31,771,217,402

$ 30,829,966,631

Plan's fiduciary net position

$ 27;244,095,376

$ 24,705,532,291

$ 24,907,305,871

$ 24,607,502,515

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

73.31%

74.06%

78.40%

Notes to Schedule:
Changes in assumptions
In 2018, inflation was changed from 2.75 percent to 2.50 percent and individual salary increases and overall payroll growth was
reduced from 3.00 percent to 2.75 percent.
In 2017, as part of the Asset Liability Management review cycle, the discount rate was changed from 7.65 percent to 7.15 percent.
In 2016, the discount rate was changed from 7.5 percent (net of administrative expense) to 7.65 percent to correct for an
adjustment to exclude administrative expense.
In 2015, amounts reported as changes in assumptions resulted primarily from adjustments to expected ages of general
employees.
*- Fiscal year 2015 was the 1st year of implementation, thus only eight years are shown.
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CHILDREN AND FAMILIES COMMISSION OF SAN LUIS OBISPO COUNTY
SCHEDULE OF PENSION CONTRIBUTIONS
Last 10 Years*

As of June 30, 2022
The following table provides required supplementary information regarding the Commission's Pension Plan.
2022

2021

2020

2019

Contractually required contribution (actuarially determined)

$

44,888 $

41,674 $

30,256 $

26,907

Contribution in relation to the actuarially determined
contributions
Contribution deficiency (excess)

$

44,888
- $

41,674
- $

30,256
- $

26,907
-

Covered payroll

$

293,307 $

281,991 $

280,462 $

265,397

Contributions as a percentage of covered payroll

15.30%

2018

14.78%

2017

l0.79%ó

2016

10.14%

2015

Contractually required contribution (actuarially determined}

$

22,998 $

20,357 $

18,322 $

21,642

Contribution in relation to the actuarially determined
contributions
Cantribution deficiency (excess)

$

22,998
- $

20,357
- $

18,322
- $

21,642
-

Covered payroll

$

257,770 $

255,488 $

216,845 $

208,398

8.92%

7.97%

8.45%

Contributions as a percentage of covered payroll

10.38%

Notes to Schedule
Valuation Date:

6/30/2014

Actuarial cost method

Entry Age Normal

Asset valuation method

5-year smoothed market

Amortization method

The unfunded actuarial accrued liability is amortized
over an open 17 year period as a level percentage
of payroll.

Discount rate
Amortization growth rate
Price inflation

7.50%
3.75%
3.25%

Salary increases

3.?5%plus merit component based on employee
classification and years of service

Mortality

Sex distinct RP-2000 Combined Mortality
projected to 2010 using Scale AA with a 2 year
setback for males and a 4 year setback for
females.

Valuation Date:
Discount Rate:
Inflation:

6/30/2018

6/30/2017

6/30/2016

6/30/2015

7.000%
2.500%

7.250%
2.625%

7.375%

7.65%

*- Fiscal year 2015 was the 1st year of implementation, therefore only eight years are shown.
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C~IYIPLIAI~TCE SECiI~N

Moss, Levy & Hartzheim LLP
Certified Public Accountants
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 GOVERNNIENTAUDITINGSTANDARDS
Board of Commissioners
Children and Families Commission of San Luis Obispo County
San Luis Obispo, California
We have audited, in accordance with the auditing standards generally accepted in the United States of America and the standards
applicable to financial audïts 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 the Children and Families Commission of
San Luis Obispo County (the Commission), as of and for the fiscal year ended June 30, 2022, and the related notes to the
financial statements, which collectively comprise the Commission's basic financial statements, and have issued our report
thereon dated October 17, 2022.
Report on Internal Control Over Financial Reporting
In planning and performing our audit of the financial statements, we considered the Commission's internal control over financial
reporting (internal control) as a basis for designing audit procedures that are appropriate in the circumstances for the purpose of
expressing our opinions on the financial statements, but not for the purpose of expressing an opinion on the effectiveness of the
Commission's internal control. Accordingly, we do not express an opinion on the effectiveness of the 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 tl°~at there is a reaso►able possibiliiy
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 the 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 financial statement. 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 far any other purpose.

~~0`?4, ~~ k ~~~~~~

.c,clO

Santa IVlaria, California
October 17, 2022
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Moss, Levy & Hartzheim LLP
Certified Public Accountants
INDEPENDENT AUDITORS' REPORT ON STATE COMPLIANCE

Board of Commissioners
Children and Families Commission of San Luis Obispo County
San Luis Obispo, California
Report on State Compliance
Opinion
We have audited the Children and Families Commission of San Luis Obispo County's {Commission) compliance with the types
of compliance requirements described 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 the Commission's
statutory requirements identified below for the fiscal year ended June 30, 2022.
In our opínion, the Children and Families Commission of San Luis Obispo County 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 fiscal year ended June 30, 2022.
Basis for Opinion
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 ofthe United States, anal the State of California's Standards and Procedures for Audits ofLocal EntitiesAdministering
the Cal ~ornia Children and Families Act, issued by the State Controller's Office. Our responsibilitiesunder those standards are
further described in the Auditor's Responsibilities far the A~~dit of Compliance section of our report.
We are required to be independent of the Commission and to meet our 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 opinion. Our audit does not provide a legal determination of the Commission's compliance with the
compliance requirements referred to above.
Responsïbilities of Management for Compliance
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 contracts or grant agreements applicable to the California Child and Families Program.
Auditor's Responsibilities for the Audit of Compliance
Our objectives are to obtain reasonable assurance about whether the material noncompliance with the compliance requirements
referred to above occurred, whether due to fraud or error, and express an opinion on the Commission'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 GRAS, Government Auditing Standards, and the State of California's Standards and
Procedures for Audits ofLocal Entities Administering the California Children and Families Act 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
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resulting from error, as fraud may involve collusion, forgery, intentional omissions misrepresentations, or the override of
internal controls. 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 judgement made by a reasonable user of the
report on compliance about the Commission 's compliance with the requirements of the California Children and Families
Program as a whole.
In performing an audit in accordance with GAAS, GovernmentAuditingStandards, and the Standards and Procedures for Audits
of Local Entities Administering the California Children and Families Act, we:
•

Exercise professional judgment and maintain professional skepticism throughout the audit;

•

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
Commission 's compliance with the compliance requirements referred to above and performing such other procedures
as we consider necessary in the circumstances;

•

Obtain an understanding of the Commission 's internal cantrol 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 on the effectiveness of the
Children and Families Commission of San Luis Obispo County 's internal control. Accordingly, we express no such
opinion; and

•

Select and test transactions and records to determine the Commission 's compliance with the state laws and regulations
applicable to the following items:

Description

Contracting and. Procurement
Administrative Casts
Conflict-of-Interest
County Ordinance
long-range Financial Plans
Financial Condition of the Commission
Program Evaluation
Salaries and Benefit Policies

Audit Guide
Procedures

Procedures
Performed

6
3

Yes
Yes

3
4
2

Yes
Yes
Yes

1

Yes

3
2

Yes
Yes

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.
Internal Control over Compliance

A dej~ciency 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 a 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
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Our consideration of internal control over compliance was 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 State of California 's Standards and Procedures for Audits ofLocal
Entities Administering the California Children and Families Act. Accordingly, this report is not suitable for any other purpose.

~7~a~, ~~-+~. ~.~,~Lc1~,J,,r~;~, ~~~

Santa Maria, California
October 17, 2022
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FINDING AND RECOMMENDATIONS SECTION

CHILDREN AND FAMILIES COMMISSION OF SAN LUIS OBISPO COUNTY
SCHEDULE OF AUDIT FINDINGS AND QUESTIONED COSTS
JUNE 30, 2022
Section I — Financial Statements Findings
There were no current year audit findings and questioned costs.
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CHILDREN AND FAMILIES COMMISSION OF SAN LUIS OBISPO COUNTY

SCHEDULE OF PRIOR YEAR AUDIT FINDINGS AND QUESTIONED COSTS
JUNE 30, 2022
Section I — Financial Statements Findings
Finding 2021-001
Vacation
Criteria:

All employees should accrue vacation at rates according to the Commission's policies.
Condition:

In our test of 25 payroll transactions, it was noted that one employee did not get the advancement in vacation accrual
rate when the employee reached 4 years of active service.
Cause:

Commission oversight.
Effect:

Employee under accrued vacation hours.
Recommendation:

The Commission should adhere to policy and implement controls to verify years of active service for each employee.
Commission Correction Action Plan:

Staff vacation hour accruals are calculated through First S San Luis Obispo County's Paychex payroll-processing
account. When this account was first established over a decade ago, the accrual calculation metrics were set up to
tabulate 1) full-time employee accrual rates at the three levels associated with First 5 personnel policy active-service
levels (1-3 years; 4-9 years; 10+ years), and 2) part-time employee accrual rates at the first of these three levels. At
that time, the second and third active-service levels were not incorporated into the Paychex system. According to
agency personnel policy, part time employees move to the next vacation accrual level when they have served the
number of service hours equivalent to the next active-service level for afull-time employee. The deficiency
identified in the current audit report was the result of the initial incomplete incorporation of vacation accrual levels
for part time employees within the Paychex system, Paychex' technological limitations regarding calculation of total
multi-year hours indicating at what point apart-time employee reaches the next active-service level, and delayed
recognition of these two issues by administrative staff at First 5. Fortunately, the oversight only affected one part
time employee, and corrective actions were immediate. First, First 5 worked with its Paychex account manager to
calculate and add the appropriate number of owed vacation hours to the employee's total. This adjustment was
discussed with the affected employee. Second, First 5 incorporated the additional two levels of vacation accrual. into
the Paychex system. Third, First 5 administrative staff created a system to frequently track and anticipate impending
service-level thresholds for any current or future hourly part-time staff who qualify for vacation accrual (those who
work 20+ hours per week).
Current Status:

Implemented.
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