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INDEPENDENT AUDITORS’ REPORT 

 
 
 
Board of Directors and Grand Jury 
Nevada County Finance Authority 
Nevada City, California 
 
 
Report on the Financial Statements 

We have audited the accompanying financial statements of the governmental activities and the major fund of 
Nevada County Finance Authority (Authority), a component unit of the County of Nevada, California as of and for 
the year ended June 30, 2018, and the related notes to the financial statements, which collectively comprise the 
Authority’s basic financial statements as listed in the table of contents. 
 
Management’s Responsibility for the Financial Statements 

Management is responsible for the preparation and fair presentation of these financial statements in accordance 
with accounting principles generally accepted in the United States of America; this includes the design, 
implementation, and maintenance of internal control relevant to the preparation and fair presentation of financial 
statements that are free from material misstatement, whether due to fraud or error. 
 
Auditors’ Responsibility 

Our responsibility is to express opinions on these financial statements based on our audit. We conducted our 
audit in accordance with auditing standards generally accepted in the United States of America and the standards 
applicable to financial audits contained in Government Auditing Standards, issued by the Comptroller General of 
the United States. Those standards require that we plan and perform the audit to obtain reasonable assurance 
about whether the financial statements are free from material misstatement. 
 
An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the 
financial statements. The procedures selected depend on the auditor’s judgment, including the assessment of the 
risks of material misstatement of the financial statements, whether due to fraud or error. In making those risk 
assessments, the auditor considers internal control relevant to the entity’s preparation and fair presentation of the 
financial statements in order to design audit procedures that are appropriate in the circumstances, but not for the 
purpose of expressing an opinion on the effectiveness of the entity’s internal control. Accordingly, we express no 
such opinion. An audit also includes evaluating the appropriateness of accounting policies used and the 
reasonableness of significant accounting estimates made by management, as well as evaluating the overall 
presentation of the financial statements. 
 
We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our audit 
opinions. 
 
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 the major fund of the Authority as of June 30, 2018, and the 
respective changes in financial position thereof for the year then ended in accordance with accounting principles 
generally accepted in the United States of America. 
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Other Matters 

Required Supplementary Information 

Accounting principles generally accepted in the United States of America require that the management’s 
discussion and analysis as listed in the table of contents be presented to supplement the basic financial 
statements. Such information, although not a part of the basic financial statements, is required by the 
Governmental Accounting Standards Board, who considers it to be an essential part of financial reporting for 
placing the basic financial statements in an appropriate operational, economic, or historical context. We have 
applied certain limited procedures to the required supplementary information in accordance with auditing 
standards generally accepted in the United States of America, which consisted of inquiries of management about 
the methods of preparing the information and comparing the information for consistency with management’s 
responses to our inquiries, the basic financial statements, and other knowledge we obtained during our audit of 
the basic financial statements. We do not express an opinion or provide any assurance on the information 
because the limited procedures do not provide us with sufficient evidence to express an opinion or provide any 
assurance. 
 
Other Reporting Required by Government Auditing Standards 

In accordance with Government Auditing Standards, we have also issued our report dated December 26, 2018, 
on our consideration of the Authority’s internal control over financial reporting and on our tests of its compliance 
with certain provisions of laws, regulations, contracts, and grant agreements and other matters. The purpose of 
that report is solely to describe the scope of our testing of internal control over financial reporting and compliance 
and the results of that testing, and not to provide an opinion on the effectiveness of the Authority’s internal control 
over financial reporting or on compliance. That report is an integral part of an audit performed in accordance with 
Government Auditing Standards in considering the Authority’s internal control over financial reporting and 
compliance. 
 
 
 
 
CliftonLarsonAllen LLP 

Roseville, California 
December 26, 2018 

Guil39900
Stamp



NEVADA COUNTY FINANCE AUTHORITY 
(A COMPONENT UNIT OF THE COUNTY OF NEVADA, CALIFORNIA) 

MANAGEMENT’S DISCUSSION AND ANALYSIS 
YEAR ENDED JUNE 30, 2018 

 
 
 

(3) 

 
The following Management’s Discussion and Analysis (MD&A) of the County of Nevada Finance 
Authority’s (the Authority) financial performance provides an introduction to the financial statements for 
the year ended June 30, 2018. The information contained in this MD&A should be considered in 
conjunction with the information contained in the Authority’s financial statements.  
 
OVERVIEW OF THE FINANCIAL STATEMENTS 
 
The Nevada County Finance Authority is regarded as a component unit of the County of Nevada. 
Following this discussion and analysis are the basic financial statements of the Authority, together with 
the notes, which are essential to a full understanding of the data contained in the financial statements. 
The basic financial statements are designed to provide readers with a broad overview of the Authority’s 
financial status. 
 
The statement of net position presents information on all of the Authority’s assets and liabilities. The 
difference between the two is reported as net position. Over time, increases or decreases in net 
position may serve as a useful indicator of the Authority’s financial position.  
 
The statement of activities presents information showing how the Authority’s net position has changed 
during the most recent fiscal year. All changes in net position are reported as soon as the underlying 
event giving rise to the change occurs, regardless of the timing of related cash flows. Thus, revenues 
and expenses are reported in this statement for some items that will only result in cash flows in a future 
fiscal period (e.g., uncollected taxes and earned but unused vacation leave). 
 
Fund financial statements are prepared on the modified basis of accounting in accordance with 
generally accepted accounting principles promulgated by the Governmental Accounting Standards 
Board. The Authority is structured with one governmental fund with revenues recognized in the 
accounting period in which they become available and measurable and expenditures recognized in the 
accounting period in which the fund liability is incurred, if measurable. Interest on general long-term 
debt and certain similar accrued obligations are recognized when due.  
 
The notes to the financial statements provide additional information that is essential to a full 
understanding of the data provided in the basic financial statements.  
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FINANCIAL POSITION 
 
Analysis of the Authority as a Whole – Government Wide Financial Statements 

At June 30, 2018, the Authority’s total assets of $16,178,281 exceeded its total liabilities of $15,614,167 
by $564,114 for a total decrease in net position from the prior year of $64,488.  
 

Authority’s Net Position 
June 30, 2018 and 2017 

 
2018 2017 Variance Change

Assets:
Total Current Assets 5,342$             9,539$             -44.0% (4,197)$            
Restricted Assets 16,172,939      18,207,705      -11.2% (2,034,766)       

Total Assets 16,178,281      18,217,244      -11.2% (2,038,963)       

Liabilities:
Current Liabilities 188,974           49,464             282.0% 139,510           
Long-Term Liabilities 15,425,193      17,539,178      -12.1% (2,113,985)       

Total Liabilities 15,614,167      17,588,642      -11.2% (1,974,475)       

Net Position:
Restricted for Debt Service 564,114           628,602           -10.3% (64,488)            

Total Net Position 564,114$         628,602$         -10.3% (64,488)$          
 

 
The Authority’s net position at June 30, 2018 decreased 10.3% to $564,114 from the prior year. The net 
position is restricted for the payment of the debt services obligation. The decrease in restricted assets 
and long-term liabilities is related to payments on long-term liabilities and accrued interest payable. 
 

Authority’s Change in Net Position 
June 30, 2018 and 2017 

 
2018 2017 Variance Change

Revenues:
Program Revenues 735,436$         244,752$         200.5% 490,684$         
General Revenues 23,188             22,976             0.9% 212                  

Total Revenues 758,624           267,728           183.4% 490,896           

Expenses:
Governmental activities 823,112           182,835           350.2% 640,277           

Change in Net Position (64,488)            84,893             -176.0% (149,381)          

Net Position – Beginning 628,602           543,709           15.6% 84,893             

Net Position - Ending 564,114$         628,602$         -10.3% (64,488)$          
 

 
Revenues – The Authority’s Program revenues for Fiscal Year 2017/18 consisted of scheduled interest 
payments on long-term debt from the County of Nevada for the 2011 Governmental Refunding 
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Certificates of Participation, the Crown Point Loan Payable, Bank of America Solar Lease Agreement 
and the Bank of America Conservation Loan Agreement in the amount of $735,436. General Revenues 
were interest and investment earnings in the amount of $23,188.  
 
Expenses – The total expenses for the Authority were $823,112 for the debt service interest payments, 
amortized premium, and related administrative charges in 2017/18. This was a 350.2% increase from 
the Fiscal Year 2016/17 total of $182,835. 
 
ANALYSIS OF THE FUND FINANCIAL STATEMENTS 
 
The Authority uses fund accounting to assure and demonstrate compliance with the finance-related 
legal requirements. The debt service fund provides information on the inflows and outflows of resources 
necessary to meet the annual debt obligations.  
 
CAPITAL ASSET AND DEBT ADMINISTRATION 
 
Capital Assets and Infrastructure – The Authority is strictly used to account for debt activity and does 
not have any capital assets or infrastructure to report. 
 
Long-Term Debt – At June 30, 2018, the Authority had $15,425,193 in long-term debt. This was a 
decrease of $2,113,985. The decrease is related to scheduled principal payments on the 2011 
Governmental Refunding Certificates of Participation, the Crown Point Loan Payable, Bank of America 
Solar Lease Agreement and the Bank of America Conservation Loan Agreement. The 2011 
Governmental Refunding Certificate of Participation will be extinguished in 2019, the Crown Point Loan 
Payable will be extinguished in 2025, the Bank of America Solar Lease Agreement will be extinguished 
in 2036 and the Bank of America Conservation Loan Agreement will be extinguished in 2031. Details of 
the debt are presented in Note 5.  
 
REQUEST FOR INFORMATION 
 
This financial report is designed to provide a general overview of the County of Nevada  
Finance Authority’s finances for all those with an interest in the Authority’s finances.  
Questions concerning any of the information provided in this report or requests for additional  
financial information should be addressed to the Office of the Nevada County Auditor-Controller, 
Marcia L. Salter, 950 Maidu Avenue, Suite 230, Nevada City, California 95959. This entire report is 
available through email request at Auditor-Controller@co.nevada.ca.us.  
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Total

Governmental
Activities

ASSETS
Cash and Investments 5,342$             
Restricted Cash and Investments 883,559           
Investment in Lease to County of Nevada 15,289,380      

Total Assets 16,178,281      

LIABILITIES 
Accrued Interest Payable 188,974           
Long-Term Liabilities:

Due within One Year 2,099,064        
Due in More than One Year 13,326,129      

Total Liabilities 15,614,167      

NET POSITION
Restricted for:

Debt Service 564,114           
Total Net Position 564,114$         
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Net (Expense) 
Revenue and
Changes in

Program Revenues  Net Position
Operating Capital Total

Charges for Grants and Grants and Governmental
Functions/Programs Expenses Services Contributions Contributions Activities

Governmental Activities:
General Government 9,062$         -$                 -$                 -$                 (9,062)$        
Interest on Long-Term Debt 814,050       735,436       -                   -                   (78,614)        

Total Governmental Activities 823,112$     735,436$     -$                 -$                 (87,676)$      

General Revenues:
Interest and Investment Earnings 23,188         

Change in Net Position (64,488)        

Net Position - Beginning of Year 628,602       

Net Position - End of Year 564,114$     
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ASSETS

Cash and Investments 5,342$             
Restricted Cash and Investments 883,559           

Total Assets 888,901$         

FUND BALANCES
Restricted 888,901$         

Total Fund Balances 888,901$         
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Total Fund Balance - Total Governmental Funds 888,901$         

Amounts reported for governmental activities in the statement
of net position are different because:

The investment in lease to County of Nevada is not an available financial resource 15,289,380      
and, therefore, is not reported in the governmental funds

Interest payable on long-term debt does not require the use of current financial
resources and, therefore, is not accrued as a liability in the governmental funds
balance sheets. (188,974)          

Certain liabilities are not due and payable in the current period and therefore, are
not reported in the governmental funds.

Certificates of Participation (1,705,813)       
Loans Payable (13,719,380)     

Net Position of Governmental Activities 564,114$         
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REVENUES

Interest and Investment Earnings 23,188$           
Lease Repayments 2,781,516        

Total Revenues 2,804,704        

EXPENDITURES
Current:

General Government 9,062               
Debt Service:

Principal 2,046,081        
Interest and Other Charges 741,444           

Total Expenditures 2,796,587        

NET CHANGES IN FUND BALANCES 8,117               

Fund Balances - Beginning of Year 880,784           

FUND BALANCES - END OF YEAR 888,901$         
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Net Change to Fund Balance - Total Governmental Funds 8,117$             

Amounts reported for governmental activities in the
statement of activities are different because:

Lease repayments received from the County of Nevada provide current financial
resources to governmental funds, but reduce the investment in lease to 
County of Nevada in the statement of net position. (2,046,081)       

Debt proceeds provide current financial resources to governmental funds, but
issuing debt increases long-term liabilities in the statement of net position.
Repayment of principal is an expenditure in the governmental funds, but the
repayment reduces long-term liabilities in the statement of net position.

Principal retirements 2,046,081        

Some expenses reported in the statement of activities do not
require the use of current financial resources and, therefore, are
not reported as expenditures in governmental funds.

Amortization of Premium 67,905             
Change in Accrued Interest on Long-Term Debt (140,510)          

Change in Net Position of Governmental Activities (64,488)$          
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NOTE 1 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 

The basic financial statements of the Nevada County Finance Authority (Authority) have 
been prepared in conformity with accounting principles generally accepted in the United 
States of America as applied to governmental agencies. The Governmental Accounting 
Standards Board (GASB) is the accepted standard setting body for establishing 
governmental accounting and financial reporting principles. The more significant of the 
Authority’s accounting policies are described below. 
 
A. Reporting Entity 

The Authority is a public agency formed on January 19, 1993, pursuant to provisions of 
the California Health and Safety Code. The Authority was established to refinance any 
improved real or personal property which shall be used for the immediate benefit of 
either the County of Nevada or the Nevada County Finance Authority. 
 
The Authority is considered to be a component unit of the County of Nevada. The Board 
of Supervisors is the governing body of the Authority. The Authority is a legally separate 
entity for which the County is considered to be financially accountable and for which the 
nature and significance of the Authority’s relationship with the County is such that 
exclusion would cause the combined financial statements to be misleading. 
 
The Authority is considered a blended component unit of the County of Nevada and is 
reported as a non- major debt service fund in the County of Nevada’s financial 
statements. 
 

B. Basis of Presentation 

Government-Wide Financial Statements 

The statement of net position and statement of activities display information on all of the 
activities of the Authority. These statements include only the financial activities of the 
Authority. These statements report the governmental activities of the Authority, which 
are normally supported by inter-governmental revenues. The Authority had no business-
type activities at June 30, 2018. 
 
The statement of activities presents a comparison between direct expenses and 
program revenues for each function of the Authority’s governmental activities. Direct 
expenses are those that are specifically associated with a program or function and; 
therefore, are clearly identifiable to a particular function. Program revenues include 
1) charges paid by the recipients of goods and services offered by the program, 
2) operating grants and contributions, and 3) capital grants and contributions. Other 
items not properly included among program revenues are reported instead as general 
revenues. 

 
Fund Financial Statements 

The fund financial statements provide information about the Authority’s funds. Funds are 
organized into the governmental category. The emphasis is placed on major funds within 
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the governmental category; each is displayed in a separate column. All remaining 
governmental funds are separately aggregated and reported as nonmajor funds. 
 

The Authority reports the following major governmental fund: 
 

 The Nevada County Finance Authority Fund is a debt service fund used to account 
for lease revenues and debt service payments. 

 

C. Basis of Accounting and Measurement Focus 

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. Nonexchange transactions, in which the Authority 
gives (or receives) value without directly receiving (or giving) equal value in exchange, 
include grants, entitlements, and donations. Under the accrual basis, revenues from 
grants, entitlements, and donations are recognized in the fiscal year in which all eligibility 
requirements have been satisfied. 
 

Governmental funds 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. Revenues are considered susceptible to 
accrual and are accrued when their receipt occurs within sixty days after the end of the 
fiscal year. Expenditures are generally recorded when a liability is incurred, as under 
accrual accounting. However, debt service expenditures as well as expenditures related 
to claims and judgments are recorded only when payment is due. General capital assets 
acquisitions are reported as expenditures in the governmental funds. Proceeds of 
governmental long-term debt and acquisitions under capital leases are reported as other 
financing sources. 
 

D. Noncurrent Governmental Assets/Liabilities 

Noncurrent governmental assets and liabilities, such as capital assets and long-term 
liabilities, are reported in the governmental activities column in the government-wide 
statement of net position. 
 

E. Cash and Investments 

The Authority pools cash and investments of all funds, except cash and investments with 
fiscal agents, with the County of Nevada. Each fund’s share in this pool is displayed in 
the accompanying financial statements as cash and investments. 

 
Participant’s equity in the investment pool is determined by the dollar amount of 
participant’s deposits, adjusted for withdrawals and distributed investment income. 
Investment income is determined on the amortized cost basis. Amortized premiums and 
accreted discounts, accrued interest, and realized gains and losses, net of expenses, 
are apportioned to pool participants every quarter based on the participant’s average 
daily cash balance at quarter end in relation to the total pool investments. This method 
differs from the fair value method used to value investments in these financial 
statements. In these financial statements, the fair value of the Authority’s investments in 
the pool was based on unaudited quoted market values as provided by the County 
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Treasurer. The pool has not provided or obtained any legally binding guarantees during 
the period to support the value of investments. 
 

The County monitors and reviews the management of public funds maintained in the 
investment pool in accordance with the County investment policy and the California 
Government Code. The Board of Supervisors review and approve the investment policy 
annually. The County Treasurer prepares and submits a comprehensive investment 
report to the Board of Supervisors every month. The report covers the type of 
investments in the pool, maturity date, par value, actual cost, and fair value. 
 

Required disclosure information regarding categorization of investments and other 
deposit and investment risk disclosures can be found in the County’s financial 
statements. The County of Nevada’s financial statements may be obtained by contacting 
the County of Nevada’s Auditor-Controller’s office at 950 Maidu Avenue, Suite 230, 
Nevada City, California 95959, or by email at Auditor-Controller@co.nevada.ca.us.  
 

F. Restricted Cash and Investments 

Restricted assets in the governmental funds represent cash and investments held for 
debt service of $883,559. 
 

G. Compensated Absences and Postemployment Benefits 

The Authority has no employees. Services are provided by the County of Nevada. 
Therefore there is no liability for compensated absences, pensions, or postemployment 
benefits. 
 

H. Deferred Outflows/Inflows of Resources 

In addition to assets, the statement of financial position will sometimes report a separate 
section for deferred outflows of resources. This separate financial statement element, 
deferred outflows of resources, represents a consumption of net position that applies to 
a future period and so will not be recognized as an outflow of resources 
(expense/expenditure) until then. At June 30, 2018, the Authority did not have any 
deferred outflows of resources. 

 
In addition to liabilities, the statement of financial position will sometimes report a 
separate section for deferred inflows of resources. This separate financial statement 
element, deferred inflows of resources, represents an acquisition of net position that 
applies to a future period and so will not be recognized as an inflow of resources 
(revenue) until that time. At June 30, 2018, the Authority did not have any deferred 
inflows of resources. 
 

I. Estimates 

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

The government-wide financial statements utilize a net position presentation. Net 
position is categorized as net investment in capital assets, restricted, and unrestricted. 
 

Net Investment in Capital Assets – Consists of capital assets including restricted 
capital assets, net of accumulated depreciation and reduced by the outstanding 
balances of any bonds, mortgages, notes or other borrowings that are attributable to 
the acquisition, construction or improvement of those assets. 
 
Restricted Net Position – Consists of net position with constraints placed on the use 
either by (1) external groups such as creditors, grantors, contributors or laws or 
regulations of other governments; or (2) law through constitutional provisions or 
enabling legislation. 
 
Unrestricted Net Position – All other net position that does not meet the definition of 
“restricted” or “net investment in capital assets.” 

 
Net Position Flow Assumption 

When a government funds outlays for a particular purpose from both restricted and 
unrestricted resources, a flow assumption must be made about the order in which the 
resources are considered to be applied. When both restricted and unrestricted net 
position is available, it is considered that restricted resources are used first, followed by 
the unrestricted resources. 

 
K. Fund Balances 

As prescribed by GASB Statement No. 54, governmental funds report fund balance in 
classifications based primarily on the extent to which the Authority is bound to honor 
constraints on the specific purposes for which amounts in the funds can be spent. As of 
June 30, 2018, fund balance for governmental funds is made up of the following: 
 

Nonspendable Fund Balance – Amounts that cannot be spent because they are 
either (a) not in spendable form, or (b) legally or contractually required to be 
maintained intact. The “not in spendable form” criterion includes items that are not 
expected to be converted to cash, for example: inventories and prepaid amounts. 
 
Restricted Fund Balance – Amounts with constraints placed on their use that are 
either (a) externally imposed by creditors, grantors, contributors, or laws or 
regulations of other governments; or (b) imposed by law through constitutional 
provisions or enabling legislation. 
 
Committed Fund Balance – Amounts that can only be used for the specific purposes 
determined by formal action of the Authority’s highest level of decision-making 
authority. The Board of Directors is the highest level of decision-making authority for 
the Authority that can, by adoption of an ordinance commit fund balance. Once 
adopted, the limitation imposed remains in place until a similar action is taken to 



NEVADA COUNTY FINANCE AUTHORITY 
(A COMPONENT UNIT OF THE COUNTY OF NEVADA, CALIFORNIA) 

NOTES TO BASIC FINANCIAL STATEMENTS 
JUNE 30, 2018 

 
 
 

(16) 

remove or revise the limitation. The underlying action that imposed the limitation 
needs to occur no later than the close of the reporting period. 
 
Assigned Fund Balance – Amounts that are constrained by the Authority’s intent to 
be used for specific purposes. The intent can be established at either the highest 
level of decision-making, or by a body or an official designated for that purpose. 
 
Unassigned Fund Balance – The residual classification for the Authority’s General 
fund that includes all amounts not contained in the other classifications. In other 
funds, the unassigned classification is used only if expenditures incurred for specific 
purposes exceed the amounts restricted, committed, or assigned to those purposes. 

 
The Authority’s fund balance at year-end is calssified as follows: 
 
Restricted for:

Debt Service 888,901$         
 

 
Fund Balance Flow Assumption 

When a government funds outlays for a particular purpose from both restricted and 
unrestricted resources (the total of committed, assigned, and unassigned fund balance), 
a flow assumption must be made about the order in which the resources are considered 
to be applied. When both restricted and unrestricted fund balance is available, it is 
considered that restricted fund balance is depleted before using any of the components 
of unrestricted fund balance. Further, when the components of unrestricted fund balance 
can be used for the same purpose, committed fund balance is depleted first, followed by 
assigned fund balance. Unassigned fund balance is applied last. 
 
Fund Balance Policy 

The Nevada County Board of Supervisors has adopted a fund balance policy for 
financial statement reporting. The policy establishes procedures for reporting fund 
balance classifications, establishes prudent reserve requirements, and establishes a 
hierarchy of fund balance expenditures. 

 
 

NOTE 2 STEWARDSHIP, COMPLIANCE, AND ACCOUNTABILITY 

Rebatable Arbitrage 

The Tax Reform Act of 1986 instituted certain arbitrage restrictions with respect to the 
issuance of tax- exempt bonds after August 31, 1986. Arbitrage regulations deal with the 
investment of all tax-exempt bond proceeds at an interest yield greater than the interest 
yield paid to bondholders. Generally, all interest paid to bondholders can be retroactively 
rendered taxable if applicable rebates are not reported and paid to the Internal Revenue 
Service (IRS) at least every five years. During the current year, the Authority performed 
calculations of excess investment earnings on various bonds and financing and at  
June 30, 2018, does not expect to incur a liability. 
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NOTE 3 CASH AND INVESTMENTS 

A. Financial Statement Presentation 

At June 30, 2018, the Authority’s cash and investments consisted of the following: 
 
Cash:

Deposits with Fiscal Agents 22,559$           
Investments:

In County Treasurer's Pool 5,342               
With Fiscal Agents 861,000           

Total Investments 866,342           

Total Cash and Investments 888,901$         
 

 
B. Cash 

Cash consists primarily of money market accounts held with fiscal agents. 
 
Custodial Credit Risk for Deposits – Custodial credit risk for deposits is the risk that, in 
the event of the failure of a depository financial institution, the Authority will not be able 
to recover its deposits or collateral securities that are in the possession of an outside 
party. The County’s investment policy requires that deposits in banks must meet the 
requirements of the California Government Code. Under this code, deposits of more 
than $250,000 must be collateralized at 105% to 150% of the value of the deposit to 
guarantee the safety of the public funds. The first $250,000 of the Authority’s deposits 
are insured by the Federal Deposit Insurance Corporation (FDIC). Deposits more than 
the $250,000 insured amount are collateralized. 
 

C. Investments 

The investment policy provides the basis for the management of a prudent, conservative 
investment program. Funds are invested to provide the maximum security of principal 
with secondary emphasis on achieving the highest return, while meeting daily cash flow 
needs. All investments are made in accordance with the Government Code and, in 
general, the investment policy is more restrictive than state law. Under the provisions of 
the County’s investment policy the County may invest or deposit in the following: 
 

Banker’s Acceptances 
Commercial Paper 
Local Agency Investment Fund 
Medium Term Corporate Notes 
Money Market Funds 
Negotiable Certificates of Deposit 
Repurchase Agreements 
Reverse Repurchase Agreements 
Securities of the Federal Government or its Agencies 
California State Registered Warrants, Treasury Notes and Bonds 
Local Agency Obligations 
Certificates of Deposit 
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Pass-Through Security 
 

Interest Rate Risk 

Interest rate risk is the risk of loss due to the fair value of an investment falling due to 
interest rates rising. Generally, the longer the maturity of an investment, the greater the 
sensitivity of its fair value to changes in market interest rates. One of the ways that the 
County manages its exposure to interest rate risk is 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. The County limits 
its exposure to interest rate risk inherent in its portfolio by limiting individual maturities to 
five years or less. 
 

As of June 30, 2018, the Authority had the following investments, all of which had a 
maturity of 1 year or less: 
 

Interest
Investment Type Rates 0-1 Year 1-5 Years Fair Value

Pooled Investments
Nevada County Investment Pool Variable 5,342$          -$                 5,342$          
Investments Held by Fiscal Agents
  Mutual Fund - 861,000        -                   861,000        

Total Investments 866,342$      -$                 866,342$      

Maturities

 
 

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. Presented below is the minimum rating 
required by (where applicable) the California Government Code or the County’s 
investment policy, and the actual rating as of year-end for each investment type. 
 

Minimum Percentage 
Legal Moody's of

Investment Type Rating Rating Portfolio
Nevada County Investment Pool N/A Unrated 0.6 %
Investment Contract - IXIS N/A Unrated 99.4

Total 100.0 %
 

 
Custodial Credit Risk for Investments 

Custodial credit risk for investments is the risk that, in the event of the failure of a 
depository institution, the Authority will not be able to recover its deposits or collateral 
securities that are in the possession of an outside party. To mitigate the custodial credit 
risk the County requires that all of its managed investments be held in the safekeeping 
by a third party under contract with the County. At June 30, 2018, the County’s 
investment pool had no securities exposed to custodial credit risk. 
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Concentration of Credit Risk 

Concentration of credit risk is the risk of loss attributed to the magnitude of the County’s 
investment in a single issuer of securities. When investments are concentrated in one 
issuer, this concentration presents a heightened risk of potential loss. State law and the 
investment policy of the County contain limitations on the amount that can be invested in 
any one issuer. Investments in any one issuer (other than U.S. Treasury securities, 
mutual funds, and external investment pools) at June 30, 2018, that represent 5% or 
more of total Authority investments are as follows: 
 

Percentage
Amount of

Investment Type Invested Investments
Investment Contract - IXIS 861,000$         99.4%

 
 

D. Fair Value Measurements 

The Pool categorizes its fair value measurements within the fair value hierarchy by 
generally accepted accounting principles. These principles recognize a three-tiered 
value hierarchy, as follows: 
 

Level 1 – Investments reflect prices quoted in active markets; 
 
Level 2 – Investments reflect prices that are based on a similar observable asset 
either directly or indirectly,  
 
Level 3 – Investments reflect prices based upon unobservable sources.  

 
The Pool did not have any investments with recurring fair value measurements as of 
June 30, 2018. 

 
NOTE 4 INVESTMENT IN LEASE TO COUNTY OF NEVADA 

The Authority, pursuant to a Site Lease, dated March 1, 1993, has leased from the County 
certain real property and pursuant to a Project Lease, dated March 1, 1993, has leased the 
real property back to the County of Nevada, along with a leasehold interest in the leased 
property. This agreement was updated with a refunding in December of 2001 and again with 
a refunding in May 2011. 
 
In addition, the Authority, pursuant to a site lease dated October 25, 2005, has entered a 
lease – leaseback arrangement with the County with respect to property located at 500 
Crown Point Circle. 
 
Finally, the Authority, pursuant to a site, facility and equipment lease dated August 16, 2016, 
has entered a lease-leaseback arrangement with the County to fund a Clean Renewable 
Energy Project. 
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At June 30, 2018, investment in lease to County of Nevada consisted of the following: 
 

Certificates BofA BofA
of Participation Crown Point Solar Lease Conservation

Year Ending June 30, 2011 Refunding Loan Loan Loan Total
2019 1,333,450$        244,619$        844,445$        159,810$        2,582,324$     
2020 285,600             244,619          829,656          159,878          1,519,753       
2021 -                        244,619          814,804          159,870          1,219,293       
2022 244,619          799,887          160,773          1,205,279       
2023 -                        244,619          785,890          160,586          1,191,095       

2024-2028 -                        611,549          3,704,864       801,304          5,117,717       
2029-2033 -                        -                      3,327,705       640,654          3,968,359       
2034-2037 -                        -                      2,384,225       -                      2,384,225       

Total 1,619,050          1,834,644       13,491,476     2,242,875       19,188,045     
Less: Cost of Investment and

Unearned Income (49,050)              (306,264)         (3,185,476)      (357,875)         (3,898,665)      
Net Investment in Lease to

County of Nevada 1,570,000$        1,528,380$     10,306,000$   1,885,000$     15,289,380$   

 
 
Certificates of Participation 2011 Refunding 

The lease payments are structured to be sufficient in timing and amount to meet the debt 
service requirements. Interest earned on the lease payment account and any other monies 
held by the trustee are applied to the lease payment made by the County. Lease payments 
are due semi-annually on October 1 and April 1 through the fiscal year 2020. The interest 
rate on the lease varies from 2.00% to 5.00%. 
 
Crown Point Loan 

The lease payments are structured to be sufficient in timing and amount to meet the debt 
service requirements of the Crown Point office building leaseback arrangement. Lease 
payments are due semi-annually on May 1 and November 1 through the year 2025. The 
interest rate on the lease varies from 4.75% to 6.75%. 
 
Bank of America Solar Lease Loan 

The lease payments are structured to be sufficient in timing and amount to meet the debt 
service requirements. Lease payments are due semi-annually on February 1 and August 1 
through the year 2036. The interest rate on the lease is 3.21%. 
 
Bank of America Conservation Loan 

The lease payments are structured to be sufficient in timing and amount to meet the debt 
service requirements. Lease payments are due semi-annually on February 1 and August 1 
through the year 2031. The interest rate on the lease is 2.56%. 
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NOTE 5 LONG-TERM LIABILITIES 

The following is a summary of changes in long-term liabilities for the year ended June 30: 
 

Amounts
Balance Balance Due Within

Type of Indebtedness July 1, 2017 Additions Retirements June 30, 2018 One Year
Certificates of Participation 2,860,000$     -$                    (1,290,000)$   1,570,000$     1,290,000$   
Plus: Premium 203,718          -                      (67,905)          135,813          67,905          

Certificates of Participation, Net 3,063,718       -                      (1,357,905)     1,705,813       1,357,905     
Loans 14,475,460     -                      (756,080)        13,719,380     809,064        

Total Long-Term Liabilities 17,539,178$   -$                    (2,113,985)$   15,425,193$   2,166,969$   

 
Individual issues of debt payable outstanding at June 30, 2018 are as follows: 

Amount

Certificates of Participation
Certificates of Participation (2011 Refunding), issued 
July 5, 2011, in the amount of $8,610,000 and payable 
in annual installments of $105,000 to $1,290,000, with 
an interest rate of 2.00% to 5.00% and maturity on 
October 1, 2019. These bonds were used to refinance 
the 2001 Certificates of Participation which were used 
to defease 1991 and 1993 Certificates of Participation 
financing the acquisition and construction of the County 
Administration building. 1,570,000$      

Loans
Crown Point Building Loan, issued November 1, 2005,
in the amount  of $3,210,000 and payable in annual 
installments of $52,000 to $120,000, with an interest 
rate of 4.75% to 6.75% and maturity on November 1, 
2025. Loan proceeds were used to finance the 
acquisition of the Crown Point building to house County 
health programs. 1,528,380        

Bank of America Solar Lease Agreement, issued 
August 31, 2016, in the amount of $10,806,000 and 
payable in monthly installments of $100,000, with an 
interest rate of 3.21% and maturity on August 1, 2036.  
Proceeds were used to finance certain costs of
renewable energy projects. 10,306,000      
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Amount
 

Bank of America Conservation Loan, issued
August 31, 2016, in the amount of $1,975,000 and 
payable in monthly installments of $100,000, with an 
interest rate of 2.56% and maturity on August 1, 2031.  
Proceeds were used to finance new money capital 
expenditures for the repair, upgrading, acquisition, 
construction and equipping of renewable energy project. 1,885,000        

Total 15,289,380$    
 

 
Following is a schedule of debt payment requirements of governmental activities to maturity 
for long-term debt. 
 

Year Ending June 30, Principal Interest Total
2019 1,290,000$      107,950$         1,397,950$      
2020 280,000           5,600               285,600           
Total 1,570,000$      113,550$         1,683,550$      

Certificates of Participation

 
 

Year Ending June 30, Principal Interest Total
2019 809,064$         439,810$         1,248,874$      
2020 822,430           411,723           1,234,153        
2021 836,198           383,095           1,219,293        
2022 851,388           353,891           1,205,279        
2023 867,020           324,075           1,191,095        

2024-2028 3,937,280        1,180,436        5,117,716        
2029-2033 3,356,000        612,359           3,968,359        
2034-2037 2,240,000        144,225           2,384,225        

Total 13,719,380$    3,849,614$      17,568,994$    

Loans

 
 

NOTE 6 RISK MANAGEMENT 

The Authority is exposed to various risks of loss related to torts; theft of, damage to, and 
distribution of assets; errors and omissions; and natural disaster. 
 

Because of the close relationship between the Authority and the County of Nevada, the 
Authority’s liability coverage is provided by the County’s insurance policies. Complete 
information on risk management can be found in the County of Nevada’s audited financial 
statements. 
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NOTE 7 RELATED PARTY TRANSACTIONS 

The Authority has related party transactions with the County of Nevada. The Authority is 
charged through the County of Nevada cost plan for services provided by the following 
departments: Auditor-Controller, County Executive Office, Purchasing, and Treasurer. 
During the year ended June 30, 2018 the County Charged the Authority $2,812 through the 
cost plan.  
 

NOTE 8 SUBSEQUENT EVENTS 

Management has evaluated events subsequent to June 30, 2018 through December 26, 
2018, the date on which the financial statemetns were available for issuance. Management 
has determined that there were no subsequent events other than the following: 
 
In 2011, the Authority refinanced the Certificates of Participation (COP), which required debt 
service payments over approximately eight years, with the first payment occurring in 2012, 
and the last payment due October 1, 2019.  On September 11, 2018, the Board authorized 
the defeasance of these instruments. With the Defeasance and Escrow Agreement dated 
October 1, 2018, the County will terminate its Reserve Fund and use the proceeds to pay all 
the remaining lease payments to the Authority. 
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INDEPENDENT AUDITORS’ REPORT ON INTERNAL CONTROL OVER FINANCIAL 

REPORTING AND ON COMPLIANCE AND OTHER MATTERS BASED ON AN AUDIT OF 
FINANCIAL STATEMENTS PERFORMED IN ACCORDANCE WITH 

GOVERNMENT AUDITING STANDARDS 
 
 
 
Board of Directors and Grand Jury 
Nevada County Finance Authority 
Nevada City, California 
 
 
We have audited, in accordance with the auditing standards generally accepted in the United States of America 
and the standards applicable to financial audits contained in Government Auditing Standards issued by the 
Comptroller General of the United States, the financial statements of the governmental activities and the major 
fund of Nevada County Finance Authority (Authority), a component unit of the County of Nevada, California, as of 
and for the year ended June 30, 2018, and the related notes to the financial statements, which collectively 
comprise the Authority’s basic financial statements, and have issued our report thereon dated December 26, 
2018. 
 
Internal Control Over Financial Reporting 

In planning and performing our audit of the financial statements, we considered the Authority’s internal control 
over financial reporting (internal control) to determine the audit procedures that are appropriate in the 
circumstances for the purpose of expressing our opinions on the financial statements, but not for the purpose of 
expressing an opinion on the effectiveness of the Authority’s internal control. Accordingly, we do not express an 
opinion on the effectiveness of the Authority’s internal control. 
 
A deficiency in internal control exists when the design or operation of a control does not allow management or 
employees, in the normal course of performing their assigned functions, to prevent, or detect and correct, 
misstatements on a timely basis. A material weakness is a deficiency, or a combination of deficiencies, in internal 
control, such that there is a reasonable possibility that a material misstatement of the entity’s financial statements 
will not be prevented, or detected and corrected on a timely basis. A significant deficiency is a deficiency, or a 
combination of deficiencies, in internal control that is less severe than a material weakness, yet important enough 
to merit attention by those charged with governance. 
 
Our consideration of internal control was for the limited purpose described in the first paragraph of this section 
and was not designed to identify all deficiencies in internal control that might be material weaknesses or 
significant deficiencies. Given these limitations, during our audit we did not identify any deficiencies in internal 
control that we consider to be material weaknesses. However, material weaknesses may exist that have not been 
identified. 
 
Compliance and Other Matters 

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

The purpose of this report is solely to describe the scope of our testing of internal control and compliance and the 
results of that testing, and not to provide an opinion on the effectiveness of the Authority’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. 
 
 
 
 
CliftonLarsonAllen LLP 

Roseville, California 
December 26, 2018 
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