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MOSSADAMS

Report of Independent Auditors

The Kings County Association of Governments Commission
Kings County Association of Governments

Report on the Audit of the Financial Statements
Opinions

We have audited the financial statements of the governmental and major fund of Kings County Association
of Governments (KCAG) as of and for the year ended June 30, 2024, and the related notes to the financial
statements, which collectively comprise KCAG'’s basic financial statements as listed in the table of
contents.

In our opinion, the accompanying financial statements referred to above present fairly, in all material
respects, the respective financial position of the governmental activities and major fund of KCAG as of
June 30, 2024, and the respective changes in financial position for the 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 (GAAS) and the standards applicable to financial audits contained in Government Auditing
Standards (Government Auditing Standards), 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 KCAG and to meet
our other ethical responsibilities, in accordance with the relevant ethical requirements relating to our audit.
We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our
audit opinions.

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 KCAG 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.



Auditor’s Responsibilities for the Audit of the Financial Statements

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

In performing an audit in accordance with GAAS and Government Auditing Standards, we
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 KCAG 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 KCAG'’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 Information

Accounting principles generally accepted in the United States of America require that the schedule of
KCAG's proportionate share of the net pension liability (asset), the schedule of KCAG’s contributions and
the general fund schedule of statement of revenues, expenditures, and changes in fund balance — budget
and actual be presented to supplement the basic financial statements. Such information is the
responsibility of management 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.



Management has omitted the management’s discussion and analysis that accounting principles generally
accepted in the United States of America require to be presented to supplement the basic financial
statements. Such missing 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 the financial
reporting for placing the basic financial statements in an appropriate operational, economic, or historical
context. Our opinions on the basic financial statements are not affected by this missing information.

Supplementary Information

Our audit was conducted for the purpose of forming opinions on the financial statements that collectively
comprise KCAG’s basic financial statements. The accompanying schedule of expenditures of federal
awards, as required by the Title 2 U.S Code of Federal regulations Part 200, Uniform Administrative
Requirements, Cost Principles and Audit requirements for Federal Awards, is presented for purposes of
additional analysis and are not a required part of the basic financial statements. Such information is the
responsibility of management and was derived from and relates directly to the underlying accounting and
other records used to prepare the basic financial statements. The information has been subjected to the
auditing procedures applied in the audit of the basic financial statements and certain additional
procedures, including comparing and reconciling such information directly to the underlying accounting and
other records used to prepare the basic financial statements or to the basic financial statements
themselves, and other additional procedures in accordance with auditing standards generally accepted in
the United States of America. In our opinion, the schedule of expenditures of federal awards is fairly
stated, in all material respects, in relation to the basic financial statements as a whole.

Other Information

Management is responsible for the other information included in the annual report. The other information
comprises the schedule of expenditures by work element by funding source — budget and actual —
Planning and administration fund but does not include the basic financial statements and our auditor’s
report thereon. Our opinions on the basic financial statements do not cover the other information, and we
do not express an opinion or any form of assurance thereon.

In connection with our audit of the basic financial statements, our responsibility is to read the other
information and consider whether a material inconsistency exists between the other information and the
basic financial statements, or the other information otherwise appears to be materially misstated. If, based
on the work performed, we conclude that an uncorrected material misstatement of the other information
exists, we are required to describe it in our report.

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated March 18,
2025, on our consideration of KCAG's internal control over financial reporting and on our tests of its
compliance with certain provisions of laws, regulations, contracts, and grant agreements and other
matters. The purpose of that report is solely to describe the scope of our testing of internal control over
financial reporting and compliance and the results of that testing, and not to provide an opinion on the
effectiveness of KCAG's internal control over financial reporting or on compliance. That report is an integral
part of an audit performed in accordance with Government Auditing Standards in considering of KCAG's
internal control over financial reporting and compliance.

M%%NW%MP

Medford, Oregon
March 18, 2025
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Kings County Association of Governments
Statement of Net Position
June 30, 2024

ASSETS

ASSETS
Cash and investments
Receivables
Right-to-use asset, net of accumulated amortization

Total assets

DEFERRED OUTFLOWS OF RESOURCES
Deferred pensions

Total deferred outflows of resources

LIABILITIES
Accrued expenses
Unearned revenue
Long-term liabilities
Portion due within one year
Lease liability
Compensated absences
Portion due in more than one year
Net pension liability
Compensated absences

Total liabilities

DEFERRED INFLOWS OF RESOURCES
Deferred pensions

Total deferred inflows of resources
NET POSITION
Net investment in capital assets

Unrestricted

TOTAL NET POSITION

See accompanying notes.

$

1,456,900
407,123
41,371

1,905,394

288,323

288,323

1,206,014
129,863

41,836
45,557

67,754
196,164

1,687,188

207,699

207,699

(465)
299,295

$

298,830
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Kings County Association of Governments
Statement of Activities
Year Ended June 30, 2024

Program Revenues

Net (Expense)
and Revenue
and Changes
in Net Position

Operating
Charges for Grants and Governmental
Functions/Programs Expenses Services Contributions Activities
Governmental activities
Transportation planning $1,320,854 $ 65665 $§ 1,136,099 $ (119,090)
Totals $1320854 $ 65665 _$ 1,136,099 (119,090)
General revenues
Interest and investment earnings 17,409
Total general revenues 17,409
Change in net position (101,681)
Net position, beginning of year 400,511
Net position, end of year $ 298,830

See accompanying notes.
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Kings County Association of Governments
Balance Sheet — Governmental Fund
June 30, 2024

ASSETS
ASSETS
Cash and investments $ 1,456,900
Receivable 407,123
Total assets $ 1,864,023
LIABILITIES AND FUND BALANCE
LIABILITIES
Accrued expenses $ 1,206,014
Unearned revenue 129,863
Total liabilities 1,335,877

FUND BALANCE

Restricted 528,146
Total fund balances 528,146
TOTAL LIABILITIES AND FUND BALANCE $ 1,864,023

See accompanying notes.
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Kings County Association of Governments
Reconciliation of Governmental Fund Balance Sheet to the
Statement of Net Position
June 30, 2024

Reconciliation of the Balance Sheet of the Governmental Fund to the
Statement of Net Position

Total Fund Balance $ 528,146

Right-to-use assets used in governmental activities are not financial resources
and, therefore, are not reported in the governmental funds (net of
accumulated amortization of $20,685) 41,371

Deferred Inflows of Resources and Deferred Outflows of Resources: Deferred

outflows of resources are not current assets of financial resources and

deferred inflows of resources are not due and payable in the current period

and therefore are not reported in the governmental funds
Deferred outflows of resources 288,323
Deferred inflows of resources (207,699)

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

Compensated absences (241,721)
Net pension liability (67,754)
Lease liability (41,836)
Total Net Position - Governmental Activities $ 298,830

See accompanying notes.
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Kings County Association of Governments

Statement of Revenues, Expenditures, and Changes in Fund Balance —

Year Ended June 30, 2024

Governmental Fund

REVENUES

Federal Aid Metropolitan Planning Organization (MPO)
Local Transportation Fund allocation
Abandoned Vehicle Abatement grant

Reg Improvement Program
Interest and investment earnings
Miscellaneous services

Other revenue

Total revenues

EXPENDITURES

Salaries and employee benefits
Equipment
Consultant services
Office expense and clerical support
Travel expenses
Communication and utilities
Postage
Publications and legal notices
Purchasing charges
Special department expense
Capital outlay
Debt service

Interest

Principal retirement

Total expenditures

Deficiency of revenues under expenditures

OTHER FINANCING SOURCES
Issuance of leases

Total other financing sources
Net change in fund balance
Fund balance, beginning of year

Fund balance, end of year

See accompanying notes.

864,728
120,000
43,859
75,000
17,409
65,665
32,512

1,219,173

687,510
19,623
314,589
58,612
2,573
15,907
1,593
1,879
2,541
23,664
62,056

1,405
29,795

1,221,747

(2,574)

62,056

62,056

59,482

468,664

528,146
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Kings County Association of Governments
Reconciliation of the Statement of Revenues, Expenditures, and Changes in Fund
Balance — Governmental Fund to the Statement of Activities
Year Ended June 30, 2024

Reconciliation of the Statement of Revenues, Expenditures, and Changes in
Fund Balance of the Governmental Fund to the Statement of Activities

Net change in fund balance $ 59,482

Governmental funds report capital leases as expenditures. However, in the

Statement of Activities, the lease is capitalized as a right of use asset along

with a corresponding lease liability to reflect the future obligation. This is the

amount by which lease right-to-use asset capital outlay expense ($62,056)

in the current period exceeded amortization expense ($32,582) (29,474)

Governmental funds report principal payments on lease liabilities as expenditures but
are recorded as a reduction in the lease liabilities in the governmental activities. 29,870

Compensated absences are measured by the amounts paid during the period

in governmental funds. In the Statement of Activities, compensated absences are

measured by the amounts earned. This is the difference between compensated

absences paid and those earned in the current period. (23,202)

Certain pension expenses (benefits) in the Statement of Activities are recognized

on the accrual basis of accounting in accordance with GASB Statement No. 68

and are not due during the current year and, therefore, the change is not recorded

in the governmental fund. (138,357)

Change in net position - governmental activities $ (101,681)

See accompanying notes.
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Kings County Association of Governments
Notes to Financial Statements

Note 1 — Summary of Significant Accounting Policies

Reporting entity — The Kings County Association of Governments (KCAG) is the Regional
Transportation Planning Agency (RTPA) that is responsible for transportation planning activities as well
as administration of the Local Transportation Fund (LTF) and State Transit Assistance (STA) Fund. The
LTF was created under the Transportation Development Act (TDA) to collect ¥4 cent of the State’s 7.5
percent retail sales tax collected statewide. The V4 cent is returned by the State Board of Equalization to
each county based on the amount of tax collected in the county. The STA Fund is a second source of
TDA funding for transportation planning and mass transportation purposes as specified by California
legislation.

The financial statements included in this report are intended to present the financial position and results
of operations of only KCAG. They are not intended to present the financial position and the results of
operations of the County of Kings (the County) taken as a whole. For additional information regarding the
County of Kings, please refer to the Annual Financial Report available from the County of Kings,
California.

Measurement focus, basis of accounting, and financial statement presentation — The basic financial
statements of KCAG are prepared on the basis of Governmental Accounting Standards Board (GASB)
Statement No. 34, Basic Financial Statements — Management Discussion and Analysis — for State and
Local Governments, and related standards. GASB Statement No. 34 established standards for external
financial reporting for all state and local government entities. The financial statements consist of the
following:

° Government-Wide Financial Statements

The statement of net position and the statement of activities display information about KCAG as a whole.
The statement of net position presents the financial condition of the governmental activities of KCAG at
fiscal year-end. The statement of activities presents a comparison between direct expenses and program
revenues for each program or function of KCAG’s governmental activities. Direct expenses are those that
are specifically associated with a service, program, or department and, therefore, clearly identifiable to a
particular function. Program revenues include charges paid by the recipient of the goods or services
offered by the program and 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 KCAG, with certain limited exceptions.

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 when a liability is incurred, regardless of the timing of related cash flows. Grants and similar
items are recognized as revenue as soon as all eligibility requirements imposed by the provider have
been met.
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Kings County Association of Governments
Notes to Financial Statements

. Fund Financial Statements

The governmental fund of KCAG is accounted for using a flow of current financial resources,
measurement focus, and the modified accrual basis of accounting. 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 balance reflects the sources (i.e., revenues and other
financing sources) and uses (i.e., expenditures and other financing uses) of current financial resources.
Revenues are recognized as soon as they are both measurable and available. Revenues are considered
to be available when they are collectible within the current period or soon enough thereafter to pay
liabilities of the current period. For this purpose, the governmental fund of KCAG considers revenues to
be available if they are collected within 60 days of the end of the current fiscal period. Expenditures
generally are recorded when a liability is incurred, as under the accrual basis of accounting. However,
compensated absences are recorded only when payment is due.

When both restricted and unrestricted resources are available for use, it is KCAG’s policy to use restricted
resources first, then unrestricted resources as they are needed. This approach differs from the manner in
which the governmental activities of the government-wide financial statements are prepared.

Governmental fund financial statements, therefore, include a reconciliation with brief explanations to
better identify the relationship between the government-wide financial statements and the fund financial
statements for the governmental fund.

KCAG reports the following major governmental fund:

The General Fund is the general operating fund of KCAG and accounts for all revenues and expenditures
of KCAG.

Cash and investments — KCAG maintains its cash account with the County of Kings (the County)
Treasury as part of the common investment pool. The County is restricted by Government Code Section
53635 pursuant to Section 53601 to invest in time deposits, U.S. government securities, state registered
warrants, notes or bonds, State Treasurer’s investment pool, bankers’ acceptances, commercial paper,
negotiable certificates of deposit, and repurchase or reverse repurchase agreements.

State statutes and the County’s investment policy authorize the County Treasury to invest in U.S.
Government Treasury and Agency Securities, bankers’ acceptances, commercial paper, corporate bonds
and notes, repurchase agreements, and the State Treasurer’s Local Agency Investment Fund (LAIF). In
accordance with GASB Statement No. 72, Fair Value Measurement and Application, investments held by
the County Treasury are stated at fair value. The fair value of pooled investments is determined quarterly
and is based on current market prices received from the securities custodian. The balance available for
withdrawal is based on the accounting records maintained by the County Treasury.

Credit quality ratings are not available for KCAG investments as all cash is invested as part of the common
investment pool of the County. The RTPA Fund of KCAG has one outside deposit account with a financial
institution as of June 30, 2024.
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Kings County Association of Governments
Notes to Financial Statements

Accounts receivable — KCAG utilizes the allowance method of accounting for and reporting uncollectible
or doubtful accounts. At June 30, 2024, management considered all accounts to be fully collectible and,
therefore, no allowance was recorded in the accompanying financial statements.

Capital assets — Capital assets purchased or acquired with an original cost of $5,000 or more are reported
at historical cost or estimated historical cost. Additions, improvements, and other capital outlays that
significantly extend the useful life of the asset are capitalized. Other costs incurred for repairs and
maintenance are expensed as incurred. Depreciation on all assets is provided on the straight-line basis
over the following estimated useful lives:

Equipment: 3 —7 years

Non-exchange transactions — Non-exchange transactions, in which KCAG gives or receives value
without directly receiving or giving equal value in exchange, include Article 8 allocations under Public
Utilities Code Section 99400(a) of the TDA. With the accrual basis of accounting, revenue from taxes is
recognized in the fiscal year for which the taxes are levied or assessed. Revenue from grants and
donations is recognized in the fiscal year in which all eligibility requirements have been satisfied.

Deferred outflows and inflows of resources — In addition to assets, the statement of net position will
sometimes report a separate section for deferred outflows of resources. A deferred outflow of resources is
defined as a consumption of net assets by KCAG that is applicable to a future reporting period.

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 assets by KCAG
that is applicable to a future reporting period.

Use of estimates — The preparation of financial statements in conformity with accounting principles
generally accepted in the United States of America requires management to make estimates and
assumptions that affect 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 expenses
during the reporting period. Actual results could differ from those estimates.

Compensated absences — KCAG employees earn vacation and sick leave with pay every year. The
amount of vacation and sick leave earned is based on the service hours vested at KCAG. All vacation pay
is accrued when incurred, while management only employees are generally vested at 40 percent of their
sick leave balance for accrual purposes. There is a cap on the maximum amount of vacation hours an
employee can accrue ranging from 160 to 320 hours based on years of service.

Management employees hired January 1, 1999, or later, who retire in good standing from the Public
Employees’ Retirement System (PERS) at the time of their separation from KCAG employment (or in the
event of death of an employee, were eligible to retire) will receive a percentage of the dollar value of
accrued sick leave put into an “account” to be used toward all or part of the total future post-retirement
health insurance premiums. Management employees hired prior to January 1, 1999, shall be allowed a
one-time irrevocable election to decide whether to receive the post-retirement health insurance benefit or
cash. Management employees shall have, at their option, the ability to apply to PERS for retirement service
credit for unused sick leave.

13



Kings County Association of Governments
Notes to Financial Statements

Once the maximum accrual for vacation has been reached, employees stop earning additional vacation
hours until the accumulation level drops below the established limits. At the close of each fiscal year, the
balance of this accumulated time at the last pay period is computed for each employee at the current
salary range. In the basic financial statements, these amounts are referred to as “Compensated
Absences.” In the governmental fund financial statements, a liability for these amounts is reported only if
they have matured, for example, as a result of employee resignations or retirements prior to year-end, and
payment of the liability is made subsequent to year end.

Right-to-use asset — KCAG has recorded right-to-use lease assets under 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 intangible capital assets and are
amortized on a straight-line basis over the life of the related lease.

Lease liability — KCAG'’s lease liability is measured at the present value of payments expected to be
made by KCAG during the lease term. As lease payments are made, KCAG will reduce the liability
(principal portion of payment) and recognize interest expense.

Fund balance — In the fund financial statements, in accordance with GASB Statement No. 54, Fund
Balance Reporting and Governmental Fund Type Definitions, governmental funds report fund balance as
nonspendable, restricted, committed, assigned, or unassigned based primarily on the extent to which
KCAG is bound to honor constraints on how specific amounts can be spent.

o Nonspendable — Amounts that are not in spendable form (such as inventory) or are required to be
maintained intact.

e Restricted — Amounts constrained to specific purposes by their providers (such as grantors,
bondholders, and higher levels of government), through constitutional provisions, or by enabling
legislation.

o Committed — Amounts constrained to specific purposes by the RTPA Fund of KCAG itself, using its
highest level of decision-making authority (KCAG Commission). To be reported as committed,
amounts cannot be used for any other purpose unless KCAG takes the same highest-level action
to remove or change the constraint.

o Assigned — Amounts KCAG intends to use for a specific purpose. Intent can be expressed by
KCAG or by an official or body to which the Transportation Planning Committee delegates the
authority.

e Unassigned — Amounts that are available for any purpose. Positive amounts are reported only in
the General Fund of the entity.

14



Kings County Association of Governments
Notes to Financial Statements

KCAG establishes and modifies or rescinds fund balance commitments by passage of an ordinance or
policy. This is typically done through adoption and amendment of the budget. A fund balance commitment
is further indicated in the budget as a designation or commitment of the fund, such as approved contracts.
Assigned fund balance is established by the RTPA Fund of KCAG through adoption or amendment of the
budget, or future year budget, plan as intended for a specific purpose. KCAG’s policy is to first apply
restricted resources when an expense is incurred for purposes for which both restricted and unrestricted
net position is available.

Net position — Net position represents the residual interest in KCAG'’s assets after liabilities are
deducted. In accordance with GASB Statement No. 34, net position is presented in three broad
components: net investment in capital assets, restricted, and unrestricted. Net investment in capital
assets includes capital assets net of accumulated depreciation/amortization and outstanding principal
balances of debt attributable to the acquisition, construction, or improvement of those assets. Net position
is restricted when constraints are imposed by third parties or by law through constitutional provisions or
enabling legislation. All other net position is unrestricted. KCAG’s policy is to first apply restricted
resources when an expense is incurred for purposes for which both restricted and unrestricted net
position is available.

Budgeting procedures — Each year, management of KCAG prepares a proposed budget, which is
presented to the KCAG Commission. The annual budget is then legally enacted through adoption of a
budget resolution.

An operating budget is adopted each fiscal year on the modified accrual basis of accounting. Additionally,
encumbrance accounting is utilized to assure effective budgetary control. Operating budgets that have
not been encumbered lapse at the end of the fiscal year.

Governmental accounting standards update — During the year ending June 30, 2024, KCAG
implemented the following standards:

GASB Statement No. 100 — Accounting Changes and Error Corrections. The requirements of this
statement are effective for reporting periods beginning after June 15, 2023.

Released GASB Statements to be implemented in future financial statements are as follows:

GASB Statement No. 101 — Compensated Absences. The requirements of this statement are effective
for reporting periods beginning after December 15, 2023.

GASB Statement No. 102 — Certain Risk Disclosures. The requirements of this statement are effective
for reporting periods beginning after June 15, 2024.

GASB Statement No. 103 — Financial Reporting Model Improvements. The requirements of this
statement are effective for reporting periods beginning after June 15, 2025.

GASB Statement No. 104 — Disclosure of Certain Capital Assets. The requirements of this statement
are effective for reporting periods beginning after June 15, 2025.
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Kings County Association of Governments
Notes to Financial Statements

Note 2 — Cash and Investments
Cash and investments as of June 30, 2024, consist of the following:

Deposits with a financial institution $ 57,948

Total interest and investment earnings from County of Kings $ 17,409

At June 30, 2024, KCAG reported a balance in the County of Kings Treasury in the amount of
$1,398,952, which is included in Due to Other Agencies in the Statement of Net Position. See the County
of Kings Annual Financial report for disclosures related to risks and fair value measurements.

Note 3 — Transportation Development Act Allocations

The RTPA Fund receives TDA funds from the County of Kings LTF in accordance with resolutions by
KCAG. The amounts identified are to be expended in accordance with Public Utilities Code Section
99400(a).

Note 4 — Long-Term Liabilities

Long-term liabilities activity for the year ended June 30, 2024, is as follows:

Beginning Ending Due Within
Balance Additions Reductions Balance One Year

Compensated absences $ 221,892 $ 65,386 $ 45,557 $ 241,721 $ 45,557

Note 5 — Employee Retirement System and Pension Plan

Plan description — KCAG contributes to the California Public Employees' Retirement System
(CalPERS), a cost-sharing multiple-employer defined benefit pension plan in which all full-time employees
of KCAG are eligible to participate. CalPERS acts as a common investment agent for participating public
entities within the State of California and is administered by the CalPERS Board of Administration
according to the provisions set forth in the California Public Employees Retirement Law. Benefit
provisions under the plan are established by State statute and KCAG resolution. CalPERS 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 CalPERS website.
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Kings County Association of Governments
Notes to Financial Statements

Members — KCAG has two classes of members participating in CalPERS. 1) New Members - Employees
hired on or after January 1, 2013, and designated as "new members" to CalPERS, are eligible for the
PERS 2% at 62 Miscellaneous Plan pursuant to AB 340/SB197 (Pension Reform Act 2013). These
employees pay the entire employee contribution rate reviewed and set annually by CalPERS, currently
6.25% of salary. Such payment shall vest to the employee. 2) Classic Members - Employees hired prior to
January 1, 2013, or those hired on or after that date that are not designated as “new members” to
CalPERS by the Pension Reform Act of 2013, are eligible for the 2% at 55 Miscellaneous Plan. These
employees are entitled to contributions of 7% of their total salary. Of these contributions, employees are
responsible for 3% of the total salary and KCAG is responsible for 4% of the total salary. Such payment
shall vest to the employee. The Miscellaneous Plan includes for employees to have, at their option, the
ability to apply to PERS for retirement service credit for their unused sick leave balance. However, KCAG
limits the use of this provision to employees who have not cashed out their sick leave or opted for the
Retiree Health benefit.

Contributions — Section 20814(c) of the California Public Employees' Retirement Law (PERL) 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 13t following notice of a change in the rate. The total plan
contributions are determined through CalPERS' annual actuarial valuation process. The actuarially
determined rate is the estimated amount necessary to finance the costs of benefits earned by employees
during the year, with an additional amount to finance any unfunded accrued liability. KCAG is required to
contribute the difference between the actuarially determined rate and the contribution rate of employees.
For the year ended June 30, 2024, the contributions recognized as part of pension expense for the plan
were $120,755.

Net pension liability — KCAG’s net pension liability for the Plan is measured as the total pension liability,
less the pension plan's fiduciary net position. The net pension liability for the Plan is measured as of
June 30, 2023, using an annual actuarial valuation as of June 30, 2022, rolled forward to June 30, 2023,
using standard update procedures. A summary of principal assumptions and methods used to determine
the net pension liability is shown next.
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Kings County Association of Governments
Notes to Financial Statements

Actuarial assumptions — The total pension liability in the June 30, 2022, actuarial valuation was
determined using the following actuarial assumptions:

Valuation Date June 30, 2022
Measurement Date June 30, 2023
Actuarial Cost Method Entry Age Normal Cost
Method Actuarial Assumptions
Investment Rate of Return 6.90%
Inflation 2.30%
Payroll Growth Rate 2.80%
Salary Increases Varies by entry age and service
Mortality Rate Table' Derived using CalPERS' Membership Data for all funds
Post Retirement Benefit Increase Contract COLA up to 2.50% until Purchasing
Power Allowance Floor on Purchasing Power
applies

' The mortality table used was developed based on CalPERS' Experience Study for the period from
2000 to 2019. The table includes 15 years of projected mortality improvement using Society of
Actuaries Scale 80% of scale MP 2020. For more details on this table, please refer to the 2021
experience study report.

Discount rate — The discount rate used to measure the total pension liability was 6.90 percent. To
determine whether the municipal bond rate should be used in the calculation of a discount rate for each
plan, CalPERS stress tested plans that would most likely result in a discount rate that would be different
from the actuarially assumed discount rate. Based on the testing, none of the tested plans run out of
assets.

Therefore, the current 6.90 percent discount rate is adequate and the use of the municipal bond rate
calculation is not necessary. The long-term expected discount rate of 6.90 percent is applied to all plans
in the Public Employees Retirement Fund. The stress test results are presented in a detailed report called
"GASB Crossover Testing Report" that can be obtained at CalPERS' website under the GASB 68 section.
The 6.90 percent investment return assumption used in this accounting valuation is gross of
administrative expenses.

The long-term expected rate of return on pension plan investments was determined using a building-block
method in which best-estimate ranges of expected future real rates of return (expected returns, net of
pension plan investment expense and inflation) are developed for each major asset class.
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Kings County Association of Governments
Notes to Financial Statements

In determining the long-term expected rate of return, staff took into account both short-term and long-term
market return expectations as well as the expected pension fund cash flows. Such cash flows were
developed assuming that both members and employers will make their required contributions on time and
as scheduled in all future years. Using historical returns of all the funds' asset classes, expected
compound (geometric) returns were calculated over the short-term (first 10 years) and the long-term
(11-60 years) using a building-block approach. Using the expected nominal returns for both short-term
and long-term, the present value of benefits was 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. The 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 geometric rates of return are net of administrative expenses.

New Strategic Real Return

Asset Class Allocation 10 Years
Global Equity - Cap-weighted 30% 4.54%
Global Equity Non-Cap-weighted 12% 3,84%
Private Equity 13% 7.28%
Treasury 5% 0.27%
Mortgage-backed Securities 5% 0.50%
Investment Grade Corporates 10% 1.56%
High Yield 5% 2.27%
Emerging Market Debt 5% 2.48%
Private Debt 5% 3.57%
Real Assets 15% 3.21%
Leverage -5% -0.59%

Total 100.00%

* An expected inflation of 2% used for this period

Pension liability, pension expense, and deferred outflows of resources and deferred inflows of
resources related to pensions — At June 30, 2024, KCAG reported a liability of $67,754 for its
proportionate share of the net pension liability. The net pension liability was measured as of June 30,
2023, and the liability used to calculate the net pension liability was determined by an actuarial valuation
date of June 30, 2022, updated to June 30, 2023. KCAG’s proportion of the net pension liability was based
on a projection of KCAG’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, 2024, KCAG’s
proportion was 0.00777%, compared to 0.00745% at June 30, 2023, an increase of 0.00032%.
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Kings County Association of Governments
Notes to Financial Statements

For the year ended June 30, 2024, KCAG recognized a pension expense of $85,238. 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 gain/loss, actuarial gain/loss,
actuarial assumptions, or method and plan benefits. At June 30, 2024, KCAG reported deferred outflows
of resources and deferred inflows of resources related to pensions from the following sources:

Deferred Outflows Deferred Inflows

of Resources of Resources
Changes of assumptions $ 23,457 $ -
Difference between expected and actual experience 19,848 3,079
Difference between projected and actual earnings 62,907 -
Differences between actual vs. proportionate contributions 59,435 -
Change in proportionate share 1,921 204,620
Contributions subsequent to the measurement date 120,755 -

$ 288,323 $ 207,699

Deferred outflows of resources and deferred inflows of resources above represent the unamortized
portion of changes to net pension liability to be recognized in future periods in a systematic and rational
manner. KCAG’s contributions of $120,755 made subsequent to the measurement date are reported as
deferred outflows of resources for the fiscal year ending June 30, 2024, and will be recognized as a
decrease of the net pension liability in the fiscal year ending June 30, 2025.

Other amounts reported as deferred outflows of resources and deferred inflows of resources related to
pensions will be recognized in pension expense as follows:

Years Ending June 30,

2025 $ (16,656)
2026 (37,362)
2027 12,081
2028 1,806
$ (40,131)

Pension plan fiduciary net position — Detailed information about the pension plan’s fiduciary net
position is available in the separately issued CalPERS financial reports.
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Kings County Association of Governments
Notes to Financial Statements

Sensitivity of the net pension (asset) liability to changes in the discount rate — The following
presents the net pension (asset) liability of KCAG, calculated using the discount rate of 6.90 percent, as
well as what the net pension (asset) liability would be if it were calculated using a discount rate that is

1 percentage-point lower (5.90 percent) or 1 percentage-point higher (7.90 percent) than the current rate:

Current
Discount Rate Discount Rate Discount Rate
- 1% (5.90%) 6.90% + 1% (7.90%)
Net pension liability (asset) $ 286,602 $ 67,754 $ (148,158)

Note 6 — Right-to-Use Asset

KCAG has recorded one right-to-use leased asset. The asset is a right-to-use asset for leased land. The
related lease is discussed in Note 7. The right-to-use lease asset is amortized on a straight-line basis
over the terms of the related lease.

Right-to-use assets activity related to governmental activities for the year ended June 30, 2024, was as
follows:

Beginning Adjustments/ Ending
Balance Additions Deletions Balance
Intangible assets being amortized
Right-to-use land $ 69438 $ 62,056 $ (69,438) $ 62,056
Less accumulated amortization (57,541) (32,582) 69,438 (20,685)
Total intangible assets being amortized, net § 11897 § 29474 $ - $ 41,371

Amortization expense charged to the governmental activities for the year ended June 30, 2024, was
$32,582.

Note 7 — Lease Liability

KCAG entered into a land lease agreement for the purpose of leasing its office facilities. The lease
commenced on November 24, 2023, and terminates on November 30, 2025. Once the current land lease
agreement expires, KCAG has the option of entering into a month-to-month lease agreement.

Lease expense for the year ending June 30, 2024, was $19,612. Lease interest expense for the year
ending June 30, 2024, was $1,405. Future minimum lease and interest payments for the lease liability are
as follows:

Principal Interest
Years Ending June 30, Payments Payments Total
2025-202t $ 41,836 $ 4,064 $ 45,900
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Kings County Association of Governments
Notes to Financial Statements

Note 8 — Concentrations and Contingencies

Concentration — KCAG received $864,728 or 70.9% of its revenue and has 86% of its account
receivable balance for metropolitan planning from the Federal Highway Administration and the Federal
Transit Administration for the year ended June 30, 2024. Discontinuance of funding from this source
could have a material effect on the operations of KCAG.
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Kings County Association of Governments
Schedule of KCAG’s Proportionate Share of the Net Pension Liability (Asset)
Year Ended June 30, 2024
Last 10 Years

KCAG's proportion of the net pension liability (asset)

KCAG's proportionate share of the net pension liability (asset)

KCAG's covered payroll

KCAG's proportionate share of the net pension liability (asset)
as a percentage of its covered payroll

Plan fiduciary net position as a percentage of the total

pension liability (asset)

2024 2023 2022 2021 2020 2019 2018 2017 2016 2015
0.007770% 0.007660%  -0.005474% 0.003100% 0.002510% 0.003400% 0.003330% 0.002830% 0.002480% 0.002480%
$ 67,754 § 48,171 $ (103,936) $ 130,718 $ 100647 $ 128113 $ 131258 $§ 98480 $ 53,136 $ 45347
$ 441614 § 424666 $ 432455 $ 464,631 $ 441848 $ 404680 $ 370050 $ 354,514 $ 294,781 $ 390,205
15.34% 11.34% -24.03% 28.13% 22.78% 31.66% 35.47% 27.78% 18.03% 11.62%
76.20% 76.70% 90.49% 77.71% 77.73% 77.69% 75.39% 83.36% 90.13% 91.22%
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Kings County Association of Governments
Schedule of KCAG’s Contributions
For the Year Ended June 30, 2024

Last 10 Years
2024 2023 2022 2021 2020 2019 2018 2017 2016 2015
Actuarially determined contribution $ 120,755 $ 114,242 $ 110,306 $ 113,657 $ 110,981 $ 103,756 $ 45,866 $ 44112 $ 16,979 $ 12,460
Contributions in relation to the actuarially determined contribution 120,755 114,242 110,306 113,657 110,981 103,756 45,866 44,112 16,979 12,460
Contribution deficiency (excess) $ -3 - 3 - $ - 8 - 3 - $ - 8 -8 - $ -
KCAG's covered payroll $ 499,205 $ 441614 $ 424,666 $ 432,455 $ 464,631 $ 441,848 $ 404,680 $ 370,050 $ 354,514 $ 294,781
Contributions as a percentage of covered payroll 24.19% 25.87% 25.97% 26.28% 23.89% 23.48% 11.33% 11.92% 4.79% 4.23%
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Kings County Association of Governments
General Fund Schedule of Revenues, Expenditures and Changes
in Fund Balance — Budget and Actual
For the Year Ended June 30, 2024

Variance
Budget Positive
Final Actual (Negative)
REVENUES
Sales and use tax $ 118,302 $ 120,000 $ 1,698
Reg Improvement Program 75,000 75,000 -
AVA Administration 35,000 43,859 8,859
Federal Aid 1,347,498 864,728 (482,770)
Cities regional planning 38,600 65,665 27,065
Other revenue 500,000 49,921 (450,079)
Total Revenues 2,114,400 1,219,173 (895,227)
EXPENDITURES
Salaries and benefits 909,546 687,510 222,036
Services and supplies 1,204,854 472,181 732,673
Total Expenditures 2,114,400 1,159,691 954,709
Net Changes in Fund Balances - 59,482 59,482
FUND BALANCE, BEGINNING - 468,664 468,664
FUND BALANCE, ENDING $ - $ 528,146 $ 528,146
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Kings County Association of Governments
Schedule of Expenditures of Federal Awards
Year Ended June 30, 2024

Federal Pass-Through
Federal Grantor/ Pass-Through Grantor Assistance Entity Federal
Program or Cluster Title Listing Identifying Number  Expenditures
U.S. Department of Transportation
Pass-through programs from
State of California - Department of Transportation
Metropolitan Transportation Planning and
and Non-Metropolitan Planning and Research 20.505 74A0811 $ 864,728
Total U.S. Department of Transportation 864,728
Total expenditures of federal awards $ 864,728

See notes to schedule of expenditures of federal awards.
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Kings County Association of Governments
Notes to the Schedule of Expenditures of Federal Awards
Year Ended June 30, 2024

Note 1 — Basis of Presentation and Significant Accounting Policies

The accompanying schedule of expenditures of federal awards includes the federal grant activity of the
Kings County Association of Governments (KCAG) and is presented on the modified accrual basis of
accounting. The information in this schedule is presented in accordance with the requirements of Title 2
U.S. Code of Federal Regulations Part 200, Uniform Administrative Requirements, Cost Principles, and
Audit Requirements for Federal Awards (Uniform Guidance). Therefore, some amounts presented in this
schedule may differ from amounts presented in, or used in the preparation of, KCAG'’s financial
statements.

Note 2 — Schedule of the Total Federal Awards Provided to Sub-Recipients from Each Federal
Program

Of the federal expenditures presented in the Schedule of Expenditures of Federal Awards, KCAG

provided no federal awards to sub-recipients for the fiscal year ended June 30, 2024.

Note 3 — Indirect Cost Rate

KCAG has elected not to use the 10 percent de minimus cost rate allowed under the Uniform Guidance.
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Kings County Association of Governments
Schedule of Expenditures by Work Element by Funding Source
Budget and Actual — Planning and Administration Fund
Year Ended June 30, 2024

Task

Number Work Element Budget LTF PL Funds FTA Funds REAP 1.0
405.01  Area-Wide Clearinghouse Review $ 6,000 $ - 3 - $ - 3 -
406.01 Regional Early Action Plan 1.0 350,000 - - - 350,000
406.02  Regional Early Action Plan 2.0 150,000 - - - -
407.01 Census Data Center 30,000 - 30,000 - -
501.01 MPO Administration 87,000 12,750 41,650 - -
501.02  Overall Work Program 92,000 10,552 81,448 - -
501.03  FAST Act Programs 50,000 - 50,000 - -
501.04  Federal Transit Act (FTA) Programs 33,917 - - 33,917 -
502.01 Regional Transportation Plan

(RTP) Review 188,220 - 188,220 - -
502.02  Travel Model 215,000 - 215,000 - -
502.04  Traffic Counts 30,200 - 30,200 - -
502.05  Air Quality Planning 105,000 - 105,000 - -
502.06  Electric Bus Infrastructure Plan 189,945 - 96,435 93,510 -
502.07  Project Study Report 344,927 - 344,927 - -
502.11  Transportation Performance Measures 45,000 - 45,000 - -
503.01 Regional Transportation Improvement Program

(RTIP)/Federal Transportation Improvement Program (FTIF 130,868 - 130,868 - -
504.01  TDA Administration 95,000 95,000 - - -
505.01  Abandoned Vehicle Abatement (AVA Administration) 35,000 - - - -

Total $ 2,178,077 $ 118,302 $ 1,358,748 § 127,427 $ 350,000

31



Kings County Association of Governments
Schedule of Expenditures by Work Element by Funding Source
Budget and Actual — Planning and Administration Fund
Year Ended June 30, 2024

Task Total

Number Work Element AVA Funds Local Funds Expenditures Variance
405.01  Area-Wide Clearinghouse Review $ 12,379 (6,379)
406.01 Regional Early Action Plan 1.0 324,933 25,067
406.02  Regional Early Action Plan 2.0 20,889 129,111
407.01 Census Data Center 3,750 26,250
501.01 MPO Administration 43,798 43,202
501.02  Overall Work Program 88,357 3,643
501.03  FAST Act Programs 35,893 14,107
501.04  Federal Transit Act (FTA) Programs 24,051 9,866
502.01 Regional Transportation Plan

(RTP) Review 127,920 60,300
502.02  Travel Model 20,988 194,012
502.04  Traffic Counts 10,469 19,731
502.05  Air Quality Planning 58,763 46,237
502.06  Electric Bus Infrastructure Plan 190,457 (512)
502.07  Project Study Report 144,304 200,623
502.11 Transportation Performance Measures 18,586 26,414
503.01 Regional Transportation Improvement Program

(RTIP)/Federal Transportation Improvement Program (FTIF 131,307 (439)
504.01  TDA Administration 122,531 (27,531)
505.01  Abandoned Vehicle Abatement (AVA Administration) - 35,872 (872)

Total $ 1,415,247 762,830




Kings County Association of Governments
Notes to Other Information
Year Ended June 30, 2024

Note 1 — Regional Planning Assistance Funds — Schedule of Expenditures by Funding Source

The Schedule of Expenditures by Work Element by Funding Source is presented to account for the
revenues received from the Regional Planning Assistance Programs and the categorized expenditures
made with those funds along with original budgeted amounts.

Note 2 — Relationship to the Financial Statements

Amounts reported in the Schedule of Expenditures by Work Element by Funding Source include estimated
amounts for labor costs charged to work elements and are presented on the budgetary basis. Therefore,
there will be differences between this schedule and the Statement of Revenues, Expenditures, and
Changes in Fund Balance.
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Kings County Association of Governments
Schedule of Findings and Questioned Costs
For the Year Ended June 30, 2024

Section | - Summary of Auditor’s Results

Financial Statements

Type of report the auditor issued on whether the financial
statements audited were prepared in accordance with GAAP: Unmodified

Internal control over financial reporting:

e Material weakness(es) identified? ] YesX] No
e Significant deficiency(ies) identified? [] Yes[X] None reported
Noncompliance material to financial statements noted? [] YesX] No

Federal Awards
Internal control over the major federal program:

e Material weakness(es) identified? [] Yes[X] No
e Significant deficiency(ies) identified? [] Yes[X] None reported

Any audit findings disclosed that are required to be reported
in accordance with 2 CFR 200.516(a)? [] YesX No

Identification of the major federal program and type of auditor’s report issued on compliance for the major
federal program:

Type of Auditor’s Report

Federal Assistance Issued on Compliance for

Listing Number Name of Federal Program or Cluster Major Federal Program

20.505 Metropolitan Transportation Planning and State Unmodified

and Non-Metropolitan Planning and Research
Dollar threshold used to distinguish between type A and type
B programs: $750,000
Auditee qualified as low-risk auditee? ] YesX] No
Section Il — Financial Statement Findings
None noted.
Section lll - Federal Award Findings and Questioned Costs

None noted.
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Kings County Association of Governments
Summary Schedule of Prior Audit Findings

Financial Statement Findings

There were no reportable findings as required by Government Auditing Standards for the year ended
June 30, 2023.

Federal Award Findings and Questioned Costs

There were no federal award findings or questioned costs to be reported in accordance with the Uniform
Guidance.
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@ MOSSADAMS

Report of Independent Auditors 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

The Kings County Association of Governments Commission
Kings County Association of Governments

We have audited, in accordance with the auditing standards generally accepted in the United States
of America and the standards applicable to financial audits contained in Government Auditing
Standards issued by the Comptroller General of the United States, the financial statements of the
governmental activities and the major fund of Kings County Association of Governments (KCAG) as
of and for the year ended June 30, 2024, and the related notes to the financial statements, which
collectively comprise KCAG'’s basic financial statements, and have issued our report thereon dated
March 18, 2025.

Report on Internal Control Over Financial Reporting

In planning and performing our audit of the financial statements, we considered KCAG’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 KCAG’s internal
control. Accordingly, we do not express an opinion on the effectiveness of KCAG'’s internal control.

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

Our consideration of internal control was for the limited purpose described in the first paragraph of
this section and was not designed to identify all deficiencies in internal control that might be material
weaknesses or significant deficiencies. Given these limitations, during our audit we did not identify
any deficiencies in internal control that we consider to be material weaknesses. However, material
weaknesses or significant deficiencies may exist that were not identified.
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Report on Compliance and Other Matters

As part of obtaining reasonable assurance about whether KCAG’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 statements. However, providing an opinion on compliance with those
provisions was not an objective of our audit, and accordingly, we do not express such an opinion. The
results of our tests disclosed no instances of noncompliance or other matters that are required to be
reported under Government Auditing Standards.

Purpose of this Report

The purpose of this report is solely to describe the scope of our testing of internal control and
compliance and the results of that testing, and not to provide an opinion on the effectiveness of the
entity’s internal control or on compliance. This report is an integral part of an audit performed in
accordance with Government Auditing Standards in considering the entity’s internal control and
compliance. Accordingly, this communication is not suitable for any other purpose.

M%MWW

Medford, Oregon
March 18, 2025
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Report of Independent Auditors on Compliance for the Major Federal
Program and Report on Internal Control Over Compliance Required by
the Uniform Guidance

The Kings County Association of Governments Commission
Kings County Association of Governments

Report on Compliance for the Major Federal Program
Opinion on the Major Federal Program

We have audited Kings County Association of Government’s (KCAG) compliance with the types of
compliance requirements identified as subject to audit in the OMB Compliance Supplement that could
have a direct and material effect on KCAG's major federal program for the year ended June 30, 2024.
KCAG’s major federal program is identified in the summary of auditor's results section of the
accompanying schedule of findings and questioned costs.

In our opinion, KCAG complied, in all material respects, with the compliance requirements referred to
above that could have a direct and material effect on its major federal program for the year ended
June 30, 2024.

Basts for Opinion on the Major Federal Program

We conducted our audit of compliance in accordance with auditing standards generally accepted in
the United States of America (GAAS); the standards applicable to financial audits contained in
Government Auditing Standards issued by the Comptroller General of the United States (Government
Auditing Standards); and the audit requirements of Title 2 U.S. Code of Federal Regulations Part 200,
Uniform Administrative Requirements, Cost Principles, and Audit Requirements for Federal Awards
(Uniform Guidance). Our responsibilities under those standards and the Uniform Guidance are further
described in the Auditor’'s Responsibilities for the Audit of Compliance section of our report.

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

Responsibilities 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 KCAG’s federal programs.
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Auditor’s Responsibilities for the Audit of Compliance

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

In performing an audit in accordance with GAAS, Government Auditing Standards, and the Uniform
Guidance, 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 KCAG’s compliance with the compliance
requirements referred to above and performing such other procedures as we considered
necessary in the circumstances.

Obtain an understanding of KCAG’s internal control over compliance relevant to the audit in order
to design audit procedures that are appropriate in the circumstances and to test and report on
internal control over compliance in accordance with the Uniform Guidance, but not for the
purpose of expressing an opinion on the effectiveness of KCAG's internal control over
compliance. Accordingly, no such opinion is expressed.

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 identified during the audit.

Report on Internal Control Over Compliance

A deficiency in internal control over compliance exists when the design or operation of a control over
compliance does not allow management or employees, in the normal course of performing their
assigned functions, to prevent, or detect and correct, noncompliance with a type of compliance
requirement of a federal program on a timely basis. A material weakness in internal control over
compliance is a deficiency, or a combination of deficiencies, in internal control over compliance such
that there is a reasonable possibility that material noncompliance with a type of compliance
requirement of a federal program 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 with a type of compliance requirement of a federal
program that is less severe than a material weakness in internal control over compliance, yet
important enough to merit attention by those charged with governance.
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Our consideration of internal control over compliance was for the limited purpose described in the
Auditor’s Responsibilities for the Audit of Compliance section above and was not designed to identify
all deficiencies in internal control over compliance that might be material weaknesses or significant
deficiencies in internal control over compliance. Given these limitations, during our audit we did not
identify any deficiencies in internal control over compliance that we consider to be material
weaknesses, as defined above. However, material weaknesses or significant deficiencies in internal
control over compliance may exist that were not identified.

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

The purpose of this report on internal control over compliance is solely to describe the scope of our
testing of internal control over compliance and the results of that testing based on the requirements of
the Uniform Guidance. Accordingly, this report is not suitable for any other purpose.

M%Mﬂp

Medford, Oregon
March 18, 2025

41



e

e

MOS

S

X

“

7

an

o

X

7

X

7

SADAM

I






