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INDEPENDENT AUDITORS' REPORT

To the Board of Commissioners
Fresno County Children and Families Commission
Fresno, California

We have audited the accompanying financial statements of the governmental activities and each major fund of
the Fresno County Children and Families Commission (the Commission), a component unit of the County of
Fresno, California, as of and for the year ended June 30, 2012, which collectively comprise the Commission's
basic financial statements as listed in the table of contents. These financial statements are the responsibility of
the Commission's management. Our responsibility is to express an opinion on these financial statements based
on our audit.

We conducted our audit in accordance with auditing standards generally accepted in the United States of
America and the standards applicable to financial audits contained in Government Auditing Standards, issued
by the Comptroller General of the United States. Those standards require that we plan and perform the audit
to obtain reasonable assurance about whether the financial statements are free of material misstatement. An
audit includes examining, on a test basis, evidence supporting the amounts and disclosures in the financial
statements. An audit also includes assessing the accounting principles used and the significant estimates made
by management, as well as evaluating the overall financial statement presentation. We believe that our audit
provides a reasonable basis for our opinions.

In our opinion, the financial statements referred to above present fairly, in all material respects, the respective
financial position of the governmental activities and each major fund of the Fresno County Children and Families
Commission as of June 30, 2012, and the respective changes in financial position thereof for the year then ended
in conformity with accounting principles generally accepted in the United States of America.

In accordance with Government Auditing Standards, we have also issued our report dated October 19, 2012, on
our consideration of the Commission's internal control over financial reporting and our tests of its compliance
with certain provisions of laws, regulations, contracts, and grant agreements and other matters. The purpose of
that report is to describe the scope of our testing of internal 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 Governmental Auditing
Standards and should be considered in assessing the results of our audit.

Vavrinek, Trine, Day & Co., LLP
Certified Public Accountants
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Accounting principles generally accepted in the United States of America require that the Management's
Discussion and Analysis and Budgetary Comparison Information on pages 4 through 14 and 36 through 37 be
presented to supplement the basic financial statements. Such information, although not a part of the basic
financial statements, is required by the Governmental Accounting Standards Board who considers it to be an
essential part of financial reporting for placing the basic financial statements in an appropriate operational,
economic, or historical context. We have applied certain limited procedures to the required supplementary
information in accordance with auditing standards generally accepted in the United States of America, which
consisted of inquiries of management about the methods of preparing the information and comparing the
information for consistency with management's responses to our inquiries, the basic financial statements, and
other knowledge we obtained during our audit of the basic financial statements. We do not express an opinion or
provide any assurance on the information because the limited procedures do not provide us with sufficient
evidence to express an opinion or provide any assurance.

Our audit was conducted for the purpose of forming opinions on the financial statements that collectively
comprise the Fresno County Children and Families Commission's basic financial statements. The Schedule of
Expenditures by Funding Source and Net Assets for First Five Programs listed in the table of contents is
presented for purposes of additional analysis and is not a required part of the basic financial statements. Such
information is the responsibility of management and was derived from and relates directly to the underlying
accounting and other records used to prepare the financial statements. The information has been subjected to
the auditing procedures applied in the audit of the financial statements and certain additional procedures,
including comparing and reconciling such information directly to the underlying accounting and other records
used to prepare the financial statements or to the financial statements themselves, and other additional
procedures in accordance with auditing standards generally accepted in the United States of America. In our
opinion, the information is fairly stated in all material respects in relation to the financial statements as a whole.

Fresno, California
October 19, 2012
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MANAGEMENT’S DISCUSSION AND ANALYSIS
FISCAL YEAR 2011-2012

Introduction

On November 3, 1998, California voters approved Proposition 10 – the Children and
Families Act (Act). The Act increased tobacco taxes to provide funds for early
childhood development and smoking cessation programs. The passage of this Act
created an unprecedented opportunity for Fresno County to mobilize its many
resources to create an integrated, coordinated system of care that supports and
enhances the lives of expectant parents, children from the prenatal stage up through
age five and their families. The intent is for all California children to be healthy, live
in a healthy and supportive family environment, and enter school ready to learn.

The Fresno County (County) Board of Supervisors created the Children and Families
Commission of Fresno County (Commission) on December 8, 1998, under the
provisions of the Act. The Commission consists of nine members appointed by the
County Board of Supervisors. The Commission is a public entity legally separate and
apart from the County and is considered a component unit of the County due to the
operational relationship between the Commission and the County.

This report contains a discussion of key program, management, financial, and
performance information for FY 2011-2012 and financial statements that discuss the
Commission’s financial condition, and the auditor’s opinion, which is independent
and objective which provides reasonable assurance about whether the financial
statements are free from material misstatements. Finally, this comprehensive report
contains other statutorily required information that demonstrates management
accountability and financial and program performance.

As management of the Commission, we offer readers our financial statements and
this narrative overview and analysis for the fiscal year ending June 30, 2012.

Mission and Strategic Goals

The Commission’s mission is to be a catalyst for creating an accessible and effective
network of quality services for young children (0-5 years) and their families.

The strategic goals of the Commission are to create strong families to improve family
functioning, improve child development so children are ready for school, improve
children’s health and improve systems for families so services are integrated,
accessible, and culturally appropriate and of high quality.
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Financial Highlights

 During FY 2011-2012 the Commission was allocated and received revenues of approximately
$12.1 million from the State of California as revenues collected under the Children and Families
Act.

 Interest income for FY 2011-2012 was $610,193.

 During FY 2011-2012, the Commission disbursed approximately $14.2 million to funded
agencies.

 The Commission has committed approximately $11.1 million and assigned $9.8 million which
will be disbursed in the subsequent fiscal year to fund priority focus areas as identified in the
Commission’s Strategic Plan.

Overview of the Financial Statements

The discussion and analysis is intended to serve as an introduction to the Commission’s financial
statements. The Commission’s financial 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 supplementary information in addition to the basic financial
statements.

Government -Wide Financial Statements

The government-wide financial statements are designed to provide readers with a broad overview of the
Commission’s finances, in a manner similar to a private sector business.

The statement of net assets presents information on all of the Commission’s assets and liabilities, with
the difference between the two reported as net assets. Changes in net assets may serve as a useful
indicator of the financial position of the Commission.

The statement of activities presents information showing how the Commission’s net assets changed
during the fiscal year. All changes in net assets are reported as soon as the underlying event giving rise
to the change occurs, regardless of the timing of related cash flows. Thus, revenues and expenses are
reported in the statement for some items that will only result in cash flows in future fiscal years (e.g.,
earned but unused vacation leave).
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Fund Financial Statements

The fund financial statements provide detailed information about the most significant funds – not the
Commission as a whole. Some funds are required to be established by State law or by liability
covenants. However, management may establish other funds to help control and manage money for
particular purposes or to show that it is meeting legal responsibilities. The fund financial statements can
be found on pages 17 and 20.

Notes to the Financial Statements. The notes provide additional information that is essential to a full
understanding of the data provided in the government-wide and fund financial statements. The notes to
the financial statements can be found on pages 21 through 34 of this report.

Government-Wide Financial Analysis

The Commission has continued to present the financial statements under the reporting model required by
the Governmental Accounting Standards Board Statement No. 34 (GASB 34), Basic Financial
Statements – and Management’s Discussion and Analysis (MD&A) – for State and Local Governments.

The Commission’s total assets are approximately $30.2 million at the end of the fiscal year. The
majority of the Commission’s net assets are in cash and investments ($22.2 million).

Cash and investments are maintained in the Commission’s checking, investment savings accounts, the
Fresno County investment pool where interest earned on the Commission’s balance is apportioned to the
Commission, and in an investment account. Please refer to pages 26 through 29 for the types of
securities, bonds, and credit ratings. Another source of net assets also resides in the Commission’s
receivables due from the State Commission for Proposition 10 taxes ($2.3 million). These receivables
represent taxes that were remitted by the State but had not been received by the Commission as of
June 30, 2012. The Commission also reports accounts/grants payable of $3 million representing
payments due on invoices and grant contracts that had not been expended at year end.
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Children & Families Commission of Fresno County
Statement of Net Assets Comparison

FY 2011-2012 FY 2010-2011 Change
ASSETS

Deposits and investments $22,202,862 $25,424,070 $(3,221,208)
Due from the State – Prop 10 2,061,320 2,057,645 3,675
Other receivables 260,485 662,524 (402,039)
Prepaid and other assets 4,252,074 3,975,645 276,429
Nondepreciable capital assets 649,588 233,384 416,204
Capital assets being depreciated 732,992 - 732,992
Accumulated depreciation (13,746) - (13,746)

Total assets $30,145,575 $32,353,268 $(2,207,693)

LIABILITIES
Accounts payable $3,075,045 $19,491,593 $(16,416,548)
Compensated absences 69,654 72,151 (2,497)

Total Liabilities 3,144,699 19,563,744 (16,419,045)

NET ASSETS
Invested in capital assets 1,368,834 233,384 1,135,450
Restricted for:

School Readiness - 1,370,619 (1,370,619)
Unrestricted 25,632,042 11,185,521 14,446,521

Total Net Assets $27,000,876 $12,789,524 $14,211,352

In FY 2011-2012 the Commission’s net assets increased by $14.2 million. The increase is explained in
the governmental fund analysis below and is primarily the result of a Fresno County Judge overruling
the passage of AB 99.

Children & Families Commission of Fresno County
Governmental Activities Comparison

FY 2011-2012 FY 2010-2011 Change
Total Revenue $12,907,568 $13,301,450 $(393,882)
Expenditures

Administrative costs 648,263 943,564 (295,301)
Program services 14,045,544 15,467,812 (1,422,268)
Evaluation services 650,881 687,061 (36,180)

Total Expenditures 15,344,688 17,098,437 (1,753,749)
Extraordinary Item (AB 99) 16,659,721 (16,659,721) -
Change in Net Assets $14,222,601 $(20,456,708) $6,234,107
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Total expenditures decreased to $15.3 million, a decrease of $1.8 million from the prior year. Two
major factors contributed to the decrease. The first was the Commission staff’s ongoing efforts to
provide cost savings in operating expenses by voluntarily not receiving pay increases for the fourth
consecutive year. The second was to reduce the level of program funding to sustain program services for
the Commission’s final fifth year of the Strategic Plan ending June 30, 2013.

Debt Administration

At the end of the current fiscal year, the Commission did not have any long-term obligations
outstanding.

Governmental Activities

The Commission does not have business-type activities and so the analysis presented above for the
government-wide financial statements represents an analysis of the Commission’s governmental
activities.

Financial Analysis of the Commission’s Governmental Funds

As noted earlier, the Commission uses governmental fund accounting to ensure and demonstrate
compliance with finance-related legal requirements.

In Fiscal Years 2010-11 and 2011-2012 the Commission complied with the GASB issued Statement
No. 54, Funding Balance Reporting and Governmental Fund Type Definitions. The Statement
establishes a hierarchy based largely on the extent to which a government is bound to observe spending
constraints that govern how it can use amounts reported in the governmental funds balance sheet.
Statement No. 54 classifications depicting the relative strength of the constraints that control how
specific amounts can be spent are as follow:

 Nonspendable: fund balance includes amounts that are not in a spendable form or required to be
maintained intact.

 Restricted: fund balance includes amounts that can be spent only for the specific purposes
stipulated by external resource providers, constitutionally, or through enabling legislation.

 Committed: fund balance includes amounts that can be used only for the specific purposes
determined by a formal action of the government’s highest level of decision-making authority.

 Assigned: fund balance comprises amounts intended to be used by the government for specific
purposes.

 Unassigned: fund balance is the residual classification for the general fund and includes all
amounts not contained in other classifications.
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By in large FY 2011-2012 was one of the most fiscally complex years-to-date for the Commission. For
the fiscal year ending June 30, 2012, the Commission reported an ending fund balance of $25.7 million,
an increase of $13.1 million from the prior year. The increase is due to the successful lawsuit of the
Commission versus the State of California. In FY 2011-2012 a Fresno County Judge ruled in favor of
the Commission, stating that AB 99 illegally violates multiple provisions of Proposition 10. As a result,
$16.7 million was added back to the Commission’s fund balance.

Revenue Analysis

Total Revenues (see Source of Revenue chart below) consist of Proposition 10 funds,
Interest/Investment income, and State Commission matching funds and other revenues. There was a
decrease from $13.3 million to $12.9 million for the year ending June 30, 2012. The decrease was due
to a lower average balance in our investment accounts, reduction of Prop 10 revenues, and the end of
School Readiness Initiative. The chart below details the Commission’s sources of revenue.

Children & Families Commission of Fresno County
Source(s) of Revenue

FY 2011-2012 FY 2010-2011
Proposition 10 County Allocation $11,672,142 $11,379,104
School Readiness Matching Funds 381,578 1,165,717
Investment Income 610,193 727,682

Other Revenue 243,655 28,947

Total Revenues $12,907,568 $13,301,450

Fund Budgetary Highlights

This section contains an explanation of the significant differences between the Commission’s Final
Budget amounts and actual amounts and the significant differences between the Commission’s original
and final budget amounts recorded for revenues and expenditures for FY 2011-2012 as detailed on the
Statement of Revenues, Expenditures, Changes in Fund Balance – Budget and Actual (shown on
page 36).
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The Commission revised the original annual FY 2011-2012 budget to reflect revenues received and
actual carryover funds from the previous fiscal year. The original budget was revised to reflect actual
carryover available to commit to contracts. The Commission historically has budgeted all anticipated
revenues, together with prior year unexpended resources, for program needs as approved in the
Commission Financial plan; however the Commission does not fully expend all revenues for program
needs in each year the revenues are received. The Commission executes as many contracts for services
and expends as much program funding as is fiscally responsible and appropriate during the year. Any
funding that is not expended in any fiscal year is carried forward, re-budgeted as necessary, and is spent
for approved programs in subsequent fiscal years.

The Commission received actual revenues of $12.9 million compared to the original budget of
$12.4 million. In preparing the budget the Commission took into account variables such as declining
tobacco consumption, impending State budget changes, and lower returns on investments. Actual total
revenues were $515,626 more than budgeted due to increase in Prop 10 revenue.

Regarding FY 2011-2012 actual expenditures, the Commission spent $648,263 on administrative
expenses with an administrative rate under 5% of total expenditures. The savings resulted from the
Commission staff’s efforts to reduce operating expenses by foregoing salary increases and procuring
administrative contract provided additional cost savings.

Narrative of Services by Fund Designation (Strategic Plan Highlights)

The goals set forth by the 2008-2013 First 5 Fresno County Strategic Plan are consistent with the focus
and intent of the Children and Families Act. Additionally it builds upon what has been learned and
accomplished locally, and provides a framework for the Commission and the community for how
Proposition 10 funds will be invested over a period of five years. In FY 2011-2012, the Commission
continued to invest in programs and services that support children’s early learning and overall well-
being while increasing support to specific policy and advocacy efforts that address the need for broader
systems-change work that can be sustained over time.

As of June 30, 2012, the Commission had committed approximately $11.1 million in funding initiatives
and projects that address health needs, developmental growth and the unique needs of children with
behavioral developmental, emotional, mental health, and special health needs.
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Health Initiative: The Commission committed $3.5 million in FY 2011-2012. The goal of the Health
Initiative is to ensure that children’s health needs are met with a focus on prevention and early
identification of special needs.

The Commission’s primary programmatic focus under this initiative is the importance of early
developmental screening. This work includes a strong focus on the developmental needs of children at-
risk, particularly those involved in the child welfare system. This is done through partnerships with
multiple organizations including: the Fresno County Department of Social Services and Department of
Public Health, Court Appointed Special Advocates of Fresno and Madera, Exceptional Parents
Unlimited, Central Valley Children’s Services Network and WestCare, Inc. These investments have
resulted in the development and implementation of a countywide system of care supporting and treating
pregnant and postpartum women at-risk for maternal depression. As well as the creation of the Child
Focus Team improving the coordination of care to protect and ensure children’s wellbeing within the
child welfare system.

Family Strengthening: The Commission committed $3.8 million in FY 2011-2012. The goal of the
Family Strengthening Initiative is to support the healthy development of relationships between
parents and their young children.

The Commission’s primary programmatic focus under this initiative is the parent partnership home
visitation component that includes a comprehensive approach to supporting parent competence and
confidence by promoting responsive parenting and child development, fostering social connections,
linking families to services and opportunities, and nurturing children’s learning in the context of primary
relationships and family values.

Early Care and Education: The Commission committed $2.9 million in FY 2011-2012. The goal of
the Early Care and Education (ECE) Initiative is to optimize child development through public
education, community partnerships, and policy changes.

The Commission’s primary programmatic focus under this initiative is to ensure high quality,
affordable, early care and education is available throughout the county. This work also includes
implementation of the Fresno Accreditation Institute for early childhood education providers seeking
national accreditation (the highest national standard for quality) in addition to providing targeted, high
quality infant, toddler and preschool experiences to low-income children.
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In October 2011, the Commission officially completed the Huron Preschool located on .54 acres on the
corner of Huron and Central Avenues in the City of Huron. The building is 2,240 square feet with an
adjoining play yard. The project leveraged a $34,000 grant from the United States Department of
Agriculture (USDA), specifically for equipment and furniture for the preschool. Program services are
provided in partnership with West Hills Community College District (WHCCD). WHCCD receives
funding from the California Department of Education to serve 48 preschool children, provide parenting
workshops, and pay for general operating expenses for the facility. Workshop space is also available for
local community based organizations to provide services to families.

Policy and Advocacy: The Commission committed approximately $900,000 in FY 2011-2012.

The Commission’s Policy Platform guides its policy efforts. One primary policy goal is to increase
Fresno County’s breastfeeding rates. This work includes the Breastfeeding-Friendly (BFF) Initiative
where funded partners are required and non-funded businesses are encouraged to promote a mother’s
right to breastfeed, funding for bags given to new moms which promote breastfeeding at five delivery
hospitals, funding for technical assistance to help hospitals achieve a “Baby-Friendly” designation, and
providing direct service for families at outdoor events through the BFF Express (trailer with
breastfeeding friendly space).

In alignment with the platform, the Commission spearheaded the successful lawsuit against the State of
California for illegally violating multiple provisions of Proposition 10 with the passage of AB99, taking
$1 billion from First 5 Commissions throughout the State. As a result of the ruling, the Commission’s
fund balance increased by $16.7 million, allowing the Commission to fund the final year of the Strategic
Plan.

An additional policy area where the Commission has made immense progress is in cultivating a
community of advocates for children. The Commission is a founding member of The Children’s
Movement (TCM) of Fresno. TCM grew to nearly 2,000 members! This grass-roots group has gained a
strong following and hosted a successful policy breakfast event which spurred community conversations
about the state of our children.

Assigned Funds: The Commission has assigned $9.8 million specifically for the future First 5
Family Learning Center.

The Commission has assigned $9.8 million for the First 5 Family Learning Center (F5FLC). The FLC
will be a multi-dimensional approach, in promoting the idea of serving the whole family through
coordinated services that are easily accessible and seamlessly linked to the services of the county
agencies like public health, behavioral health and social services as well as school readiness sites, health
clinics, migrant programs, etc. The facility is projected to be approximately 40,000 sq. feet and will sit
on 1.1 acres of centrally located property in downtown Fresno. As of June 30, 2012 the Commission
had officially entered into escrow for the purchase of the land, where the facility will be located from the
City of Fresno.
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Economic Factors and Next Year’s Budget

The successful lawsuit against the State of California permitted the Commission to reallocate its
resources to support the fifth and final year of the Commission’s Strategic Plan and to continue pursuing
the development of the FLC. As a result, the following economic factors were considered in preparing
the Commission’s long-range financial plan and FY 2012-2013 budget:

 Prop 10 Revenues – On May 14, 2012 the Governor released the FY 2012-2013 Budget May
Revise. Upon release, First 5 California obtained updated General Fund five-year projections
from the Department of Finance (DOF). First 5 California used the five-year projections to
update the revenue projection for the California Children and Families Trust Fund. As part of
the revenue projection calculation, First 5 California uses the latest birth data available. The
California Department of Public Health (CDPH) released the actual 2010 birthrate data early;
therefore, FY 2012-2013 tax revenue projections include the actual 2010 births and 2010
birthrates.

 County Treasury Interest Earnings – The general fund is held with the County. At this time
County projections are estimated at 1.35%.

 Investment Income – Interest/profit earnings from the Investment Portfolio are currently
averaging 2.8%. We anticipate a lower balance in the account and, as a result, are projecting a
lower return.

 Operating Expenses – The financial planning model uses actuals for FY 2008-2009 thru FY
2010-2011 levels as baselines, with reductions in subsequent fiscal years. Between FY 2007-
2008 to FY 2010-2011 $9 million has been set aside for the purchase and/or renovation of the
future F5FLC

On June 27, 2012, the Commission approved the FY 2012-2013 annual budget and long-range financial
plan that included committing approximately $11.1 million to fund programs in the FY 2012-2013.
During the fiscal year, the fund balance increased by $14.4 million, primarily due to the overruling of
AB 99, which allows the Commission to continue funding its priority focus areas. The carryover
amount of $512,106 is available to sustain current level of funding in FY 2012-2013.
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At the January 2012 Commission meeting, the Commission commenced the development of the next
Strategic Plan. During this process the Commission faces the tough decision of balancing the level of
program services with a significant reduction of revenue. Knowing this the Commission approved the
following FY 2012-2013 program allocations by retitling Commission Initiatives to Strategic Plan
Investment without identifying specific initiatives, until the adoption of the Strategic Plan.

 Strategic Plan Investments - $9.4 million

 Capacity Building/Technical Assistance - $269,600

 Public Education - $714,500

 Program Evaluation - $775,000

Requests for Information

The financial report is designed to provide a general overview of the Children and Families Commission
of Fresno County’s finances for all those interested. Questions concerning any of the information
provided in this report or requests for additional financial information should be addressed to the
Children and Families Commission of Fresno County, 550 E. Shaw Ave., Ste. 215, Fresno, CA 93710.



CHILDREN AND FAMILIES COMMISSION OF FRESNO COUNTY

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

15

STATEMENT OF NET ASSETS
JUNE 30, 2012

Governmental
ASSETS Activities

Cash and investments 22,202,862$
Due from the State - Proposition 10 2,284,762
Other receivables 37,043
Prepaid and other assets 4,252,074
Nondepreciable capital assets 649,468
Capital assets being depreciated 733,112
Accumulated depreciation (13,746)

Total Assets 30,145,575

LIABILITIES
Accounts payable 3,075,045
Compensated absences 69,654

Total Liabilities 3,144,699

NET ASSETS
Invested in capital assets 1,368,834
Unrestricted 25,632,042

Total Net Assets 27,000,876$
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STATEMENT OF ACTIVITIES
FOR THE YEAR ENDED JUNE 30, 2012

PROGRAM EXPENSES
Program services 14,043,047$
Evaluation services 650,881
Administrative costs 648,263
Capital outlay 13,746

Total Program Expenses 15,355,937

PROGRAM REVENUES
Operating grants and contributions-
Proposition 10 taxes 12,053,720

Total Program Revenues 12,053,720

Net Program Revenue (3,302,217)

GENERAL REVENUES
Investment income 610,193
Other revenue 243,655

Total General Revenues 853,848

EXTRAORDINARY ITEM 16,659,721

Changes in Net Assets 14,211,352

Net Assets, Beginning of Year 12,789,524

Net Assets, End of Year 27,000,876$
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GOVERNMENTAL FUNDS
BALANCE SHEET
JUNE 30, 2012

School Total

General Readiness Governmental

Fund Fund Funds

ASSETS

Cash and investments 22,202,862$ -$ 22,202,862$

Due from the State - Proposition 10 2,061,320 223,442 2,284,762

Other receivables 37,043 - 37,043

Due from other funds 223,442 - 223,442

Prepaid expenditures 4,252,074 - 4,252,074

Total Assets 28,776,741$ 223,442$ 29,000,183$

LIABILITIES AND FUND BALANCES

LIABILITIES

Accounts payable 3,075,045$ -$ 3,075,045$

Due to other funds - 223,442 223,442

Total Liabilities 3,075,045 223,442 3,298,487

FUND BALANCES

Nonspendable - prepaid expenditures 4,252,074 - 4,252,074

Committed - awarded/unpaid grants 11,119,711 - 11,119,711

Assigned - family learning center 9,817,805 - 9,817,805

Unassigned 512,106 - 512,106

Total Fund Balances 25,701,696 - 25,701,696

Total Liabilities and

Fund Balances 28,776,741$ 223,442$ 29,000,183$
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GOVERNMENTAL FUNDS
RECONCILIATION OF THE GOVERNMENTAL FUND BALANCE SHEET
TO THE STATEMENT OF NET ASSETS
JUNE 30, 2012

Amounts Reported in the Statement of Net Assets are Different Because:

Total Fund Balance - Governmental Funds 25,701,696$

Capital assets used in governmental activities are not financial resources and, therefore,

are not reported as assets in governmental funds. 1,368,834

The compensated absences liability is not due and payable with current financial

resources and is not reported in governmental funds. (69,654)

Total Net Assets - Governmental Activities 27,000,876$
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GOVERNMENTAL FUNDS
STATEMENT OF REVENUES, EXPENDITURES AND
CHANGES IN FUND BALANCES
FOR THE YEAR ENDED JUNE 30, 2012

School Total

General Readiness Governmental

Fund Fund Funds

REVENUES

Proposition 10 taxes 11,672,142$ 381,578$ 12,053,720$
Investment income 610,193 - 610,193

Other revenue 243,655 - 243,655

Total Revenues 12,525,990 381,578 12,907,568

EXPENDITURES

Current:

Program services 13,270,708 774,836 14,045,544

Evaluation services 650,881 - 650,881

Administrative costs 648,263 - 648,263

Capital outlay 1,149,196 - 1,149,196

Total Expenditures 15,719,048 774,836 16,493,884

Excess (Deficiency) of Revenues

Over Expenditures (3,193,058) (393,258) (3,586,316)

Other Financing Sources (Uses)
Transfers in 977,361 - 977,361

Transfers out - (977,361) (977,361)
Total Other Financing

Sources (Uses) 977,361 (977,361) -

Extraordinary Item 16,659,721 - 16,659,721

Changes in Fund Balances 14,444,024 (1,370,619) 13,073,405

Fund Balance - Beginning 11,257,672 1,370,619 12,628,291
Fund Balance - Ending 25,701,696$ -$ 25,701,696$
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GOVERNMENTAL FUNDS
RECONCILIATION OF THE GOVERNMENTAL FUND STATEMENT OF
REVENUES, EXPENDITURES, AND CHANGES IN FUND BALANCES
TO THE STATEMENT OF ACTIVITIES
FOR THE YEAR ENDED JUNE 30, 2012

Total Net Change in Fund Balances - Governmental Fund 13,073,405$

Amounts Reported in the Statement of Activities are Different Because:

Capital outlays to purchase or build capital assets are reported in

governmental funds as expenditures; however, for governmental activities,

those costs are shown in the Statement of Net Assets and allocated over

their estimated useful lives as annual depreciation expenses in the Statement

of Activities.

This is the amount by which capital outlays exceeded depreciation in the period.

Capital outlays 1,149,196$

Depreciation expense (13,746)

Net Expense Adjustment 1,135,450

The change in the compensated absences liability reported in the Statement

of Activities does not require the use of current financial resources and,

therefore, is not reported as expenditures in Govermental Funds. 2,497

Changes in Net Assets 14,211,352$
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NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Reporting Entity

The Fresno County Children and Families Commission (the Commission), a component unit of Fresno County,
was established by Fresno County Ordinance, Chapter 2.38, pursuant to the provision of Health and Safety Code
Section 130140. The Commission was established for the support and improvement of early childhood
development within Fresno County consistent with, and in furtherance of, the purposes of the California Children
and Families Commission (the State), pursuant to Health and Safety Code Section 130125(b). The Commission
consists of nine members appointed by the Fresno County Board of Supervisors.

The State of California implemented the "California Children and Families Act of 1998" which provides for the
Commission to receive proceeds from tax on tobacco products. The monies are allocated to local Children and
Families Commissions by the State based on the number of births in each county in proportion to the total number
of births in all counties.

Basis of Presentation and Measurement Focus

Government-Wide and Fund Financial Statements The statement of net assets and statement of activities
display information about the primary government (Commission). These statements include the financial
activities of the Commission.

The statement of activities presents a comparison between direct expenses and program revenues for the
Commission's governmental activity. Direct expenses are those that are specifically associated with the
Commission. Program revenues include grants and contributions that are restricted to meeting the operational or
capital requirements of the Commission. Revenues that are not classified as program revenues, including
investment income, are presented instead as general revenues. Eliminations have been made to minimize the
double counting of internal activities.

The government-wide financial statements are reported using the economic resources measurement focus and the
accrual basis of accounting. Revenues are recorded when earned and expenses are recorded at the time liabilities
are incurred, regardless of when the related cash flows take place. Non-exchange transactions, in which the
Commission gives (or receives) value without directly receiving (or giving) equal value in exchange, include
Proposition 10 taxes, grants, entitlements and donations. Revenues from grants, entitlements and donations are
recognized in the fiscal year in which all eligibility requirements have been satisfied.

Separate financial statements are provided for the governmental funds. The governmental fund financial
statements are reported using the current financial resources measurement focus and the modified accrual basis of
accounting. Under this method, revenues are recognized when measurable and available to finance expenditures
of the current period. Proposition 10 apportionments, grant revenues and investment income are accrued when
their receipt occurs within sixty days after the end of the accounting period so as to be both measurable and
available. All receivables are expected to be collected within the current year. Expenditures are generally
recorded when a liability is incurred, as under accrual accounting. General capital assets acquisitions are reported
as expenditures in the governmental funds. The following are the Commission's major governmental funds:
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Major Governmental Funds

General Fund The General Fund accounts for all Proposition 10 apportionments except for those required to be
accounted for in another fund. These funds are used to support programs within Fresno County that support and
improve early childhood development.

School Readiness Fund The School Readiness Fund is used to account for funds apportioned to implement
programs under the School Readiness Initiative that improve the transition from early care settings to elementary
school.

Expenses/Expenditures On the accrual basis of accounting, expenses are recognized at the time they are
incurred. The measurement focus of governmental fund accounting is on decreases in net financial resources
(expenditures) rather than expenses. Expenditures are generally recognized in the accounting period in which the
related fund liability is incurred, if measurable, and typically paid within 90 days. Principal and interest on long-
term obligations, which has not matured, are recognized when paid in the governmental funds as expenditures.
Allocations of costs, such as depreciation and amortization, are not recognized in the governmental funds but are
recognized in the entity-wide statements.

Investments

Investments held at June 30, 2012, with original maturities greater than one year are stated at fair value. Fair
value is estimated based on quoted market prices at year-end. All investments not required to be reported at fair
value are stated at cost or amortized cost. Fair values of investments in the county investment pools are
determined by the program sponsor.

Prepaid Expenditures

Prepaid expenditures (expenses) represent amounts paid in advance of receiving goods or services. The
Commission reports expenditures in governmental funds for prepaid items during the benefiting period.

Capital Assets and Depreciation

The accounting and reporting treatment applied to the capital assets associated with a fund are determined by its
measurement focus. Capital assets are long-lived assets of the Commission. The Commission does not possess
any infrastructure. Improvements are capitalized; the costs of normal maintenance and repairs that do not add to
the value of the asset or materially extend an asset's life are not capitalized, but are expensed as incurred.

When purchased, such assets are recorded as expenditures in the governmental funds and capitalized in the
government-wide statement of net assets. The valuation basis for capital assets is historical cost, or where
historical cost is not available, estimated historical cost. Donated capital assets are capitalized at estimated fair
market value on the date donated.

Interfund Balances

On fund financial statements, receivables and payables resulting from short-term interfund loans are classified as
"interfund due to/from". These amounts are eliminated in the governmental activities columns of the statement of
net assets.
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Accrued Liabilities and Long-Term Obligations

All payables and long-term obligations are reported in the government-wide financial statements. In general,
governmental fund payables and accrued liabilities that, once incurred, are paid in a timely manner and in full
from current financial resources are reported as obligations of the governmental funds.

However, compensated absences that will be paid from governmental funds are reported as a liability in the
governmental fund financial statements only to the extent that they are due for payment at year end.

Paid Time Off (Compensated Absences)

The Fresno County Children and Families Commission maintains a Paid Time Off (PTO) program that combines
vacation and sick leave benefits into a single PTO bank. Beginning with an eligible employee's first day of
employment, PTO will accrue at a rate of 6.154 hours per pay period. After five years of continuous employment,
the accrual rate will increase to 7.69 hours per pay period. Once 300 hours are accrued, PTO will no longer
accrue until some of the previously accrued PTO is taken. After some PTO is taken, PTO again begins to accrue
at the usual rate.

In order to receive PTO pay, the employee must take time off. Payment in lieu of PTO will not be made, except
at the time of employment status change, i.e., from a position that earns PTO to a position that does not earn
vacation, or at the time of termination of employment.

Estimates

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

Budget and Budgetary Reporting

The Commission is required to prepare a budget each year based on estimates of revenues and expected
expenditures. The budget is adopted on a basis consistent with GAAP. Budgetary control is exercised at the
major object level. All changes to the budget during the year require the approval of the Commission. All
unencumbered annual appropriations lapse at the end of each fiscal year.

Net Assets

Net assets represent the difference between assets and liabilities. Net assets are reported as restricted when there
are limitations imposed on their use either through the enabling legislation or through external restrictions
imposed by creditors, grantors, or laws or regulations of other governments. The Commission first applies
restricted resources when an expense is incurred for purposes for which both restricted and unrestricted net assets
are available. The Commission had no restricted net assets at June 30, 2012.
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Fund Balances - Governmental Funds

As of June 30, 2012, fund balances of the governmental funds are classified as follows:

Nonspendable - amounts that cannot be spent either because they are in nonspendable form or because they are
legally or contractually required to be maintained intact.

Restricted - amounts that can be spent only for specific purposes because of constitutional provisions or enabling
legislation or because of constraints that are externally imposed by creditors, grantors, contributors, or the laws or
regulations of other governments.

Committed - amounts that can be used only for specific purposes determined by a formal action of the governing
board. The governing board is the highest level of decision-making authority for the Commission. Commitments
may be established, modified, or rescinded only through resolutions or other action as approved by the governing
board.

Assigned - amounts that do not meet the criteria to be classified as restricted or committed but that are intended to
be used for specific purposes. Under the Commission's adopted policy, only the governing board or body, such as
a finance committee, may assign amounts for specific purposes.

Unassigned - all other spendable amounts.

Spending Order Policy

When an expenditure is incurred for purposes for which both restricted and unrestricted fund balance is available,
the Commission considers restricted funds to have been spent first. When an expenditure is incurred for which
committed, assigned, or unassigned fund balances are available, the Commission considers amounts to have been
spent first out of committed funds, then assigned funds, and finally unassigned funds, as needed, unless the
governing board has provided otherwise in its commitment or assignment actions.

Minimum Fund Balance Policy

In fiscal year 2010-11, the governing board did not adopt a minimum fund balance policy for the General Fund in
order to protect the commission against revenue shortfalls or unpredicted on-time expenditures.

Effect of New Governmental Accounting Standards Board (GASB) Pronouncements

In November 2010, the GASB issued Statement No. 61, The Financial Reporting Entity: Omnibus-an amendment
of GASB Statements No. 14 and No. 34. The objective of this Statement is to improve financial reporting for a
governmental financial reporting entity. The requirements of GASB Statement No. 14, The Financial Reporting
Entity, and the related financial reporting requirements of GASB Statement No. 34, Basic Financial Statements-
and Management's Discussion and Analysis-for State and Local Governments, were amended to better meet user
needs and to address reporting entity issues that have arisen since the issuance of those Statements.
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This Statement modifies certain requirements for inclusion of component units in the financial reporting entity.
For organizations that previously were required to be included as component units by meeting the fiscal
dependency criterion, a financial benefit or burden relationship also would need to be present between the primary
government and that organization for it to be included in the reporting entity as a component unit. Further, for
organizations that do not meet the financial accountability criteria for inclusion as component units but that,
nevertheless, should be included because the primary government's management determines that it would be
misleading to exclude them, this Statement clarifies the manner in which that determination should be made and
the types of relationships that generally should be considered in making the determination.

This Statement also amends the criteria for reporting component units as if they were part of the primary
government (that is, blending) in certain circumstances. For component units that currently are blended based on
the "substantively the same governing body" criterion, it additionally requires that (1) the primary government
and the component unit have a financial benefit or burden relationship or (2) management (below the level of the
elected officials) of the primary government have operational responsibility (as defined in paragraph 8a) for the
activities of the component unit. New criteria also are added to require blending of component units whose total
debt outstanding is expected to be repaid entirely or almost entirely with resources of the primary government.
The blending provisions are amended to clarify that funds of a blended component unit have the same financial
reporting requirements as a fund of the primary government. Lastly, additional reporting guidance is provided for
blending a component unit if the primary government is a business-type activity that uses a single column
presentation for financial reporting.

This Statement also clarifies the reporting of equity interests in legally separate organizations. It requires a
primary government to report its equity interest in a component unit as an asset. The provisions of this Statement
are effective for financial statements for periods beginning after June 15, 2012. Early implementation is
encouraged. Management has determined that this statement will not affect the financial statements of the
Commission.

In June 2012, the GASB issued Statement No. 68, Accounting and Financial Reporting for Pensions—an
amendment of Statement No. 27. The primary objective of this Statement is to improve accounting and financial
reporting by state and local governments for pensions. It also improves information provided by State and local
governmental employers about financial support for pensions that is provided by other entities. This Statement
results from a comprehensive review of the effectiveness of existing standards of accounting and financial
reporting for pensions with regard to providing decision-useful information, supporting assessments of
accountability and inter-period equity, and creating additional transparency. This Statement replaces the
requirements of Statement No. 27, Accounting for Pensions by State and Local Governmental Employers, as well
as the requirements of Statement No. 50, Pension Disclosures, as they relate to pensions that are provided through
pension plans administered as trusts or equivalent arrangements (hereafter jointly referred to as trusts) that meet
certain criteria. The requirements of Statements No. 27 and No. 50 remain applicable for pensions that are not
covered by the scope of this Statement. This statement is not effective until June 30, 2015. Management is in the
process of determining the impact this statement will have on the financial statements of the Commission.

Statement No. 67, Financial Reporting for Pension Plans, revises existing standards of financial reporting for
most pension plans. This Statement and Statement No. 67 establish a definition of a pension plan that reflects the
primary activities associated with the pension arrangement—determining pensions, accumulating and managing
assets dedicated for pensions, and paying benefits to plan members as they come due.
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The scope of this Statement addresses accounting and financial reporting for pensions that are provided to the
employees of State and local governmental employers through pension plans that are administered through trusts
that have the following characteristics:

Contributions from employers and nonemployer contributing entities to the pension plan and earnings on
those contributions are irrevocable.

Pension plan assets are dedicated to providing pensions to plan members in accordance with the benefit terms.

Pension plan assets are legally protected from the creditors of employers, nonemployer contributing entities,
and the pension plan administrator. If the plan is a defined benefit pension plan, plan assets also are legally
protected from creditors of the plan members.

This Statement establishes standards for measuring and recognizing liabilities, deferred outflows of resources, and
deferred inflows of resources, and expense/expenditures. For defined benefit pensions, this Statement identifies
the methods and assumptions that should be used to project benefit payments, discount projected benefit
payments to their actuarial present value, and attribute that present value to periods of employee service.

This statement is not effective until June 30, 2015. Management is in the process of determining the impact this
statement will have on the financial statements of the Commission.

NOTE 2 - CASH AND INVESTMENTS

Summary of Cash and Investments

Cash and investments as of June 30, 2012, consist of the following:

Cash on hand and in banks 2,258,190$

Investments 19,944,672
Total Deposits and Investments 22,202,862$

Policies and Practices

The Commission is authorized under California Government Code to make direct investments. Details regarding
the types of allowable investments and any limitations are listed under General Authorizations of this Note.

Investment in County Treasury - The Commission is considered to be a voluntary participant in an external
investment pool as the Commission deposits many receipts and collections of monies with the County Treasurer.
The fair value of the Commission's investment in the pool is reported in the financial statements at amounts based
upon the Commission's pro-rata share of the fair value provided by the County Treasurer for the entire portfolio
(in relation to the amortized cost of that portfolio). The balance available for withdrawal is based on the
accounting records maintained by the County Treasurer, which is recorded on the amortized cost basis.
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General Authorizations

As per the California Government Code and the Commission's investment policy, limitations as they relate to
interest rate risk, credit risk, and concentration of credit risk are indicated in the schedules below:

Maximum Maximum Maximum

Authorized Remaining Percentage Investment

Investment Type Maturity of Portfolio in One Issuer

Local Agency Bonds, Notes, Warrants 5 years None None

Registered State Bonds, Notes, Warrants 5 years None None

U.S. Treasury Obligations 5 years None None

U.S. Agency Securities 5 years None None

Banker's Acceptance 180 days 40% 30%

Commercial Paper 270 days 25% 10%

Negotiable Certificates of Deposit 5 years 30% None

Repurchase Agreements 1 year None None

Reverse Repurchase Agreements 92 days 20% of base None

Medium-Term Corporate Notes 5 years 30% None

Mutual Funds N/A 20% 10%

Money Market Mutual Funds N/A 20% 10%

Mortgage Pass-Through Securities 5 years 20% None

County Pooled Investment Funds N/A None None

Local Agency Investment Fund (LAIF) N/A None None

Joint Powers Authority Pools N/A None None

Interest Rate Risk

Interest rate risk is the risk that changes in market interest rates will adversely affect the fair value of an
investment. Generally, the longer the maturity of an investment, the greater the sensitivity of its fair value to
changes in market interest rates. The Commission manages its exposure to interest rate risk by purchasing a
combination of shorter term and longer term investments and by timing cash flows from maturities so that a
portion of the portfolio is maturing or coming close to maturity evenly over time as necessary to provide the cash
flow and liquidity needed for operations.



CHILDREN AND FAMILIES COMMISSION OF FRESNO COUNTY

NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2012

28

Segmented Time Distribution

Information about the sensitivity of the fair values of the Commission's investments to market interest rate
fluctuations is provided by the following schedule that shows the distribution of the Commission's investments by
maturity:

Fair 12 Months 13 - 24 25 - 60

Investment Type Value or Less Months Months

U.S. Treasuries 7,494,004$ -$ 2,979,094$ 4,514,909$

Federal Agencies (non-floating rate) 5,669,730 - 1,254,884 4,414,846

Federal Agencies (floating rate note) 1,147,998 - 1,147,998 -

Corporate Notes (non-callable) 3,433,540 - 758,200 2,675,341

Corporate Notes (callable) 1,008,498 - 1,008,498 -

Money Market Mutual Funds 102,682 102,682 - -

County Pooled Investment Funds 1,088,220 - 1,088,220 -
Total 19,944,672$ 102,682$ 8,236,894$ 11,605,096$

Credit Risk

Credit risk is the risk that an issuer of an investment will not fulfill its obligation to the holder of the investment.
This is measured by the assignment of a rating by a nationally recognized statistical rating organization. The
Commission's investment in the County Pool is not required to be rated, nor has it been rated as of June 30, 2012.

Minimum Not

Fair Legal Required to

Investment Type Value Rating Be Rated AA+ AA- A

U.S. Treasuries 7,494,004$ N/A 7,494,004$ -$ -$ -$

Federal Agencies (non-floating rate) 5,669,730 N/A - 5,669,730 - -

Federal Agencies (floating rate note) 1,147,998 N/A - 1,147,998 - -

Corporate Notes (non-callable) 3,433,540 A - 1,020,288 1,032,285 1,380,967

Corporate Notes (callable) 1,008,498 A - - - 1,008,498

Money Market Mutual Funds 102,682 N/A 102,682 - - -

County Pooled Investment Funds 1,088,220 N/A 1,088,220 - - -
Total 19,944,672$ 8,684,906$ 7,838,016$ 1,032,285$ 2,389,465$

Rating as of Year End

N/A - Not applicable
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Concentration of Credit Risk

The investment policy of the Commission contains no limitations on the amount that can be invested in any one
issuer beyond the amount stipulated by the California Government code. Investments in any one issuer that
represent five percent or more of the total investments are as follows:

Reported

Issuer Investment Type Amount

U.S. Treasury Treasury Securities 7,494,004$

Federal National Mortgage Assc. Federal Agencies (non-floating rate) 2,827,662

Federal Home Loan Mortgage Corp. Federal Agencies (floating and non-floating rate) 2,735,181

Federal Home Loan Bank Federal Agencies (non-floating rate) 1,254,884

US Bancorp Corporate (callable and non-callable) 1,631,266

Procter & Gamble Co. Corporate (non-callable) 1,032,285

General Electric Co. Corporate (non-callable) 1,020,288
Total 17,995,570$

Custodial Credit Risk - Deposits

This is the risk that in the event of a bank failure, the Commission's deposits may not be returned to it. The
Commission does not have a policy for custodial credit risk for deposits. However, 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. The market value of the
pledged securities in the collateral pool must equal at least 110 percent of the total amount deposited by the public
agency. California law also allows financial institutions to secure public deposits by pledging first trust deed
mortgage notes having a value of 150 percent of the secured public deposits and letters of credit issued by the
Federal Home Loan Bank of San Francisco having a value of 105 percent of the secured deposits. As of
June 30, 2012, $2,107,713 of the Commission's bank balance was exposed to custodial credit risk because it was
uninsured and collateralized with securities held by the pledging financial institution's trust department or agent,
but not in the name of the Commission.

Custodial Credit Risk - Investments

This is the risk that, in the event of the failure of the counterparty, the Commission will not be able to recover the
value of its investments or collateral securities that are in possession of an outside party. The Commission has no
custodial credit risk exposure for investments because the all of the Commission's investments are held in a third-
party custodian bank in the name of the Commission.



CHILDREN AND FAMILIES COMMISSION OF FRESNO COUNTY

NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2012

30

NOTE 3 - ACCOUNTS RECEIVABLE

Accounts receivable at June 30, 2012, consisted of intergovernmental grants, entitlements, state apportionments,
and local sources. All receivables are considered collectible in full.

School

General Readiness

Fund Fund Total

State Government

Proposition 10 2,061,320$ 223,442$ 2,284,762$

Other sources 37,043 - 37,043
Total 2,098,363$ 223,442$ 2,321,805$

NOTE 4 - INTERFUND TRANSACTIONS

Interfund Receivables/Payables (Due To/From)

Interfund receivable and payable balances arise between the funds because of timing differences in the recording
of deposits and investments between funds. Interfund receivable and payable balances at June 30, 2012, are as
follows:

Interfund Interfund

Receivables Payables

General Fund 223,442$ -$

School Readiness Fund - 223,442
Total 223,442$ 223,442$

The School Readiness Fund owes the General Fund for reimbursement of expenditures.

Operating Transfers

Interfund transfers are used to (1) move revenues from the fund that statute or budget requires to collect them to
the fund that statute or budget requires to expend them, (2) move receipts restricted to debt service from the funds
collecting the receipts to the debt service fund as debt service payments become due, and (3) use unrestricted
revenues collected in the General Fund to finance various programs accounted for in other funds in accordance
with budgetary authorizations. Interfund transfers during the year were as follows:

The School Readiness Fund transferred to the General Fund to close out the fund. 977,361$
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NOTE 5 - CAPITAL ASSETS

The capital assets balance at June 30, 2012, consists of the following activity:

Balance CIP Balance

July 1, 2011 Additions Transfers June 30, 2012

Governmental Activities

Capital Assets Not Being Depreciated:

Land 27,450$ 589,880$ -$ 617,330$

Construction in progress (CIP) 205,934 25,361 (199,157) 32,138
Total Capital Assets Not Being

Depreciated 233,384 615,241 (199,157) 649,468

Capital Assets Being Depreciated:

Buildings and improvements - 533,955 199,157 733,112
Total Capital Assets Being

Depreciated - 533,955 199,157 733,112

Less Accumulated Depreciation:

Buildings and improvements - 13,746 - 13,746

Total Accumulated Depreciation - 13,746 - 13,746
Governmental Activities Capital Assets, Net 233,384$ 1,135,450$ -$ 1,368,834$

NOTE 6 - ACCOUNTS PAYABLE

Accounts payable consists of the following at June 30, 2012:

General

Fund
Vendors 3,075,045$

NOTE 7 - LONG TERM OBLIGATIONS

The changes in the Commission's long-term obligations during the year consisted of the following:

Balance Balance Due in

July 1, 2011 Additions Deductions June 30, 2012 One Year
Compensated absences 72,151$ -$ 2,497$ 69,654$ -$
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NOTE 8 - POSTEMPLOYMENT BENEFITS

Pension Plan Description

A. The Fresno County Children and Families Commission 401(k) Plan (Plan One) and 401(a) Plan (Plan Two)
are defined contribution pension plans established by the Commissioners of the Commission. The provisions
and contribution requirements of Plan One and Plan Two are established and may be amended by the
Commissioners of the Commission. Plan One covers all full-time employees, except the Executive Director,
and provides for immediate 100 percent vesting for the participants. Plan Two covers the Executive Director
and also provides for immediate 100 percent vesting. The Commission makes employee contributions of
8.74 percent of compensation to each of the plans, and the Executive Director also contributes 8.74 percent of
compensation to Plan Two. The Commission made contributions to Plan One and Plan Two amounting to
$96,357 for the year ended June 30, 2012.

B. The Commission offers its employees a deferred compensation plan created in accordance with IRC
Section 457. The plan, available to all full-time Commission employees except the Executive Director,
permits them to defer a portion of their current salary until future years. The Commission is not required to
make contributions to the plan, and all contributions made to the plan are solely at the discretion of the
employees.

NOTE 9 - FUND BALANCES

Fund balance classifications comprise a hierarchy based primarily on the extent to which a government is bound
to observe constraints imposed upon the use of the resources reported in governmental funds. Those
classifications are defined in Note 1. Fund balances consist of the following at June 30, 2012:

General

Fund

Fund Balances

Nonspendable for prepaid expenditures 4,252,074$

Committed for awarded and unpaid grants 11,119,711

Assigned - family literacy center 9,817,805

Unassigned 512,106
Total 25,701,696$
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NOTE 10 - EXPENDITURES (BUDGET VERSUS ACTUAL)

At June 30, 2012, the following District major fund exceeded the budgeted amount as follows:

Expenditures and Other Uses

Fund Budget Actual Excess

General Fund
Classified Salaries 126,533$ 126,724$ 191$

NOTE 11 - RISK MANAGEMENT

The Commission is exposed to various risks of loss related to torts, theft, damage or destruction of assets, errors
and omissions, injuries to employees, employee's health and natural disasters. The Commission manages these
various risks of loss by purchasing commercial insurance coverage. Their policy includes coverage for bodily
injury, property damage, personal injury, automobile liability, directors' and officers' liability, public officials'
errors and omissions, and non-owned and hired autos. In addition, the Commission maintains a workers'
compensation insurance policy and a health benefits insurance package for its employees. Settlements have not
exceeded covered amounts for the past three years.

NOTE 12 - COMMITMENTS

Grantee Obligations

At June 30, 2012, the Commission's remaining obligations with grantees of $11,119,711 consisted of committed
fund balances.

Litigation

The Commission is not currently a party to any legal proceedings.

NOTE 13 - PROGRAM EVALUATION

The Commission spent $650,881 on program evaluation during the audit period.
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NOTE 14 - EXTRAORDINARY ITEM

On March 24, 2011, the governor signed Assembly Bill 99 (AB99) into law. AB 99 established the Children and
Families Health and Human Services Fund (Fund). As specified in the legislation, the Fund was to be used, upon
appropriation, by the California State Legislature for health and human services. The bill required $1 billion of
the combined state and local children and families funds to be deposited in the Fund for the 2011-12 fiscal year.
The amount required from each first five commission (AB 99 payment) represents 50 percent of the fund balance
as of June 30, 2010. For the Fresno Commission, the AB 99 liability amount was $16,659,721 and was due by
June 30, 2012. The Children and Families Commission of Fresno County along with other First 5 Commissions,
filed a lawsuit against the State challenging the legality of Assembly Bill 99 (AB99). In November 2011, a
Fresno County judge ruled AB 99 was illegal and the state legislature could not collect the funds from county
commissions. In March 2012, the state informed First 5 commissions that no appeal would be sought on the
court's ruling.

Accordingly, the commission has recognized the AB 99 court ruling as an extraordinary item, for the fiscal year
ending June 30, 2012, which reverses the original obligation established as a liability in the prior year.
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GENERAL FUND
SCHEDULE OF REVENUES, EXPENDITURES AND CHANGES IN
FUND BALANCE – BUDGET AND ACTUAL
FOR THE YEAR ENDED JUNE 30, 2012

Variances -
Favorable

(Unfavorable)

Original

Budget

Final

Budget

Actual

Amount

Final

to Actual

REVENUES

Proposition 10 taxes 11,050,592$ 11,050,592$ 11,672,142$ 621,550$

Interest and investment income 791,350 791,350 610,193 (181,157)
Other revenue - 150,000 243,655 93,655

Total Revenues 11,841,942 11,991,942 12,525,990 534,048

EXPENDITURES

Current:

Salaries and benefits 1,489,970 1,490,386 1,408,364 82,022

Supplies and services 860,215 897,215 648,263 248,952

Evaluation expenditures 655,000 690,000 650,881 39,119

Grant expenditures 14,500,000 13,500,000 11,862,344 1,637,656

Capital outlay 1,200,000 1,200,000 1,149,196 50,804

Total Expenditures 18,705,185 17,777,601 15,719,048 2,058,553

Excess (Deficiency) of Revenues

Over Expenditures (6,863,243) (5,785,659) (3,193,058) 2,592,601

Other Financing Sources (Uses)
Transfers in - - 977,361 977,361

Total Other Financing

Sources (Uses) - - 977,361 977,361

Extraordinary Item - - 16,659,721 16,659,721

Change in Fund Balance (6,863,243) (5,785,659) 14,444,024 20,229,683

Fund Balance - Beginning 11,257,672 11,257,672 11,257,672 -
Fund Balance - Ending 4,394,429$ 5,472,013$ 25,701,696$ 20,229,683$
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SCHOOL READINESS FUND
SCHEDULE OF REVENUES, EXPENDITURES AND CHANGES IN
FUND BALANCE – BUDGET AND ACTUAL
FOR THE YEAR ENDED JUNE 30, 2012

Variances -
Favorable

(Unfavorable)

Original

Budget

Final

Budget

Actual

Amount

Final

to Actual

REVENUES

Proposition 10 taxes 600,000$ 400,000$ 381,578$ (18,422)$

Total Revenues 600,000 400,000 381,578 (18,422)

EXPENDITURES

Current:

Program services - - 774,836 (774,836)

Total Expenditures - - 774,836 (774,836)

Excess (Deficiency) of Revenues

Over Expenditures 600,000 400,000 (393,258) (793,258)

Other Financing Sources (Uses)

Transfers out (600,000) (400,000) (977,361) (1,977,361)
Total Other Financing

Sources (Uses) (600,000) (400,000) (977,361) (1,977,361)

Change in Fund Balance - - (1,370,619) (2,770,619)

Fund Balance - Beginning 1,370,619 1,370,619 1,370,619 -
Fund Balance - Ending 1,370,619$ 1,370,619$ -$ (2,770,619)$
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SCHEDULE OF EXPENDITURES BY FUNDING SOURCE AND NET ASSETS
FOR FIRST 5 PROGRAMS
FOR THE YEAR ENDED JUNE 30, 2012

School

Readiness

Revenue

CCFC program funds 381,578$

Total Revenues 381,578

Expenditures

CCFC program funds 387,418

County and other local funds 387,418

Transfers out 977,361

Total Expenditures 1,752,197

Change in Net Assets (1,370,619)

Net Assets, beginning of year 1,370,619

Net Assets, end of year -$
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INDEPENDENT AUDITORS' REPORT ON INTERNAL CONTROL OVER
FINANCIAL REPORTING AND ON COMPLIANCE AND OTHER MATTERS

BASED ON AN AUDIT OF FINANCIAL STATEMENTS PERFORMED IN
ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS

To the Board of Commissioners
Fresno County Children and Families Commission
Fresno, California

We have audited the financial statements of the governmental activities and each major fund of the Fresno County
Children and Families Commission (the Commission), a component unit of the County of Fresno, California, as
of and for the year ended June 30, 2012, which collectively comprise the Commission's basic financial statements,
and have issued our report thereon dated October 19, 2012. We conducted our audit in accordance with auditing
standards generally accepted in the United States of America and the standards applicable to financial audits
contained in Government Auditing Standards, issued by the Comptroller General of the United States.

Internal Control Over Financial Reporting

The management of Fresno County Children and Families Commission is responsible for establishing and
maintaining effective internal control over financial reporting. In planning and performing our audit, we
considered the Fresno County Children and Families Commission's internal control over financial reporting as a
basis for designing our auditing procedures for the purpose of expressing our opinion on the financial statements,
but not for the purpose of expressing an opinion on the effectiveness of the Fresno County Children and Families
Commission's internal control over financial reporting. Accordingly, we do not express an opinion on the
effectiveness of the Fresno County Children and Families Commission's internal control over financial reporting.

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 combination of deficiencies, in internal
control, such that there is a reasonable possibility that a material misstatement of the entity's financial statements
will not be prevented, or detected and corrected on a timely basis.

Our consideration of internal control over financial reporting was for the limited purpose described in the first
paragraph of this section and was not designed to identify all deficiencies in internal control over financial
reporting that might be deficiencies, significant deficiencies or material weaknesses. We did not identify any
deficiencies in internal control over financial reporting that we consider to be material weaknesses, as defined
above.

Vavrinek, Trine, Day & Co., LLP
Certified Public Accountants
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Compliance and Other Matters

As part of obtaining reasonable assurance about whether the Commission's financial statements are free of
material misstatement, we performed tests of its compliance with certain provisions of laws, regulations,
contracts, and grant agreements, noncompliance with which could have a direct and material effect on the
determination of financial statement amounts. However, providing an opinion on compliance with those
provisions was not an objective of our audit and, accordingly, we do not express such an opinion. The results of
our tests disclosed no instances of noncompliance or other matters that are required to be reported under
Government Auditing Standards.

This report is intended solely for the information of the County Board of Supervisors, the County Commission,
the State Commission, and the State Controller's Office and is not intended to be and should not be used by
anyone other than these specified parties. However, this report is a matter of public record and its distribution is
not limited.

Fresno, California
October 19, 2012
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INDEPENDENT AUDITORS' REPORT ON STATE COMPLIANCE

To the Board of Commissioners
Fresno County Children and Families Commission
Fresno, California

We have audited the basic financial statements of the Fresno County Children and Families Commission (the
Commission), a component unit of the County of Fresno, California, as of and for the year ended June 30, 2012
and have issued our report thereon dated October 19, 2012. We conducted our audit in accordance with auditing
standards generally accepted in the United States of America; and the standards applicable to financial audits
contained in Government Auditing Standards, issued by the Comptroller General of the United States. We have
also audited the Commission's compliance with the requirements specified in the State of California's Standards
and Procedures for Audits of Local Entities Administering the California Children and Families Act, issued by
the State Controller's Office, applicable to the Commission's statutory requirement identified below for the year
ended June 30, 2012. Compliance with the requirements referred to above is the responsibility of the
Commission's management. Our responsibility is to express an opinion on the Commission's compliance based
on our audit.

We conducted our audit of compliance in accordance with auditing standards generally accepted in the United
States of America; the standards applicable to financial audits contained in Government Auditing Standards,
issued by the Comptroller General of the United States; and the State of California's Standards and Procedures
for Audits of Local Entities Administering the California Children and Families Act, issued by the State
Controller's Office. Those standards and the standards of California's Standards and Procedures for Audits of
Local Entities Administering the California Children and Families Act require that we plan and perform the audit
to obtain reasonable assurance about whether noncompliance with the compliance requirements referred to above
that could have a direct and material effect on the statutory requirements listed below occurred. An audit includes
examining, on a test basis, evidence about the Commission's compliance with those requirements and performing
such other procedures as we considered necessary in the circumstances. We believe that our audit provides a
reasonable basis for our opinion. Our audit does not provide a legal determination of the Commission's
compliance with those requirements.

In connection with the audit referred to above, we selected and tested transactions and records to determine the
Commission's compliance with the state laws and regulations applicable to the following items:

Description
Audit Guide
Procedures

Procedures
Performed

Contracting and Procurement 6 Yes
Administrative Costs 3 Yes
Conflict-of-Interest 3 Yes
County Ordinance 4 Yes
Long-range Financial Plans 2 Yes
Financial Condition of the Commission 1 Yes
Program Evaluation 3 Yes
Salaries and Benefit Policies 2 Yes

Vavrinek, Trine, Day & Co., LLP
Certified Public Accountants
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In our opinion, the Commission complied, in all material respects, with the compliance requirements referred to
above that are applicable to the statutory requirements listed to above for the year ended June 30, 2012.

This report is intended solely for the information and use of the County Board of Supervisors, the County
Commission, the State Commission, and the State Controller's Office and is not intended to be and should not be
used by anyone other than these specified parties. However, this report is a matter of public record and its
distribution is not limited.

Fresno, California
October 19, 2012


