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FINANCIAL UPDATE

First 5 California staff will provide Department of Finances’ January cigarette and
tobacco products tax revenue projections and an update of First 5 California’s
Financial Plan for Fiscal Years 2012-13 through 2014-15, based on existing

authorizations and contractual obligations.

REVENUE

The following table represents the actual tax revenues transferred from the
California Children and Families Trust Fund (0623) to First 5 California state
accounts from Fiscal Year (FY) 2006-07 through FY 2011-12 and projected

revenue for FY 2012-13 through 2014-15.

Table 1

Fiscal Year Tax Revenue Amount
2006-2007 $116,000,574
2007-2008 $109,726,760
2008-2009 $105,060,597
2009-2010 $95,830,895
2010-2011 $94,050,327
2011-2012 $93,381,688
Fiscal Year Proposed Tax Revenue Amount
2012-2013 $89,785,800
2013-2014 $86,697,800
2014-2015 $83,897,800

Revenue Adjustments

The Board of Equalization (BOE) administers the Fund which includes determining
the amount for adjustments to the Fund prior to the transfer of funds to the
designated State Commission and county commission accounts. These
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adjustments include the annual backfill to the Proposition 99 Fund and Breast
Cancer Fund and the monthly BOE operational costs for tax collection and
enforcement programs.

Backfill

Pursuant to Health and Safety Code (HSC) section 130105, the California
Children and Families Trust Fund (hereinafter referred to as “the Fund”)
was created in the State Treasury and consists of revenues collected
pursuant to the taxes imposed by Section 30131.2 of the Revenue and
Taxation Code. The Board of Equalization (BOE) administers the Fund and
determines the amount to be transferred to specific (non Proposition 10)
programs to offset the revenue decrease directly resulting from the
additional taxes imposed by Proposition 10. The transfer of funds to other
programs is referred to as the “backfill.” The backfill amount is deducted
annually from the tax revenues prior to the BOE’s transfer of funds to First 5
California and county commissions.

At the November 15, 2012, BOE Board Meeting, the BOE Board approved
the staff recommendation to adjust the California Children and Families
Trust fund by $15 million for backfill. (Attachment A) The adjustment
occurred against the November 2012 cigarette tax revenue.

BOE Administration

Pursuant to Revenue and Tax Code section 30131.3, the BOE will be
reimbursed FY 2012-13/$17.1 million and FY 2013-14/$17.6 million for
expenses incurred in the administration and collection of the taxes imposed
by Proposition 10. Historically, actual expenditures are under the estimates
by around $1 million.

Revenue Projections

The Department of Finance (DOF) projections have historically demonstrated
tobacco tax revenue is declining. The rate of decline is caused by both intended
and unintended factors, which include federal legislation, state initiatives, First 5
California’s parent education and outreach efforts, and comprehensive smoking
cessation programs to reduce tobacco use, as well as the impact of the state’s
sluggish economy.

Based on the DOF revenue projections updated on January 10, 2013, the DOF
total cigarette and tobacco products tax projections for FY 2012-13 are 4% above
last year’s estimates. This is due to the additional cigarette tax money realized for
the new enforcement activities by the federal government last year. Tables 2 and 3
show the projected tax revenues for First 5 California state accounts for FY 2012-
13 through FY 2014-15.
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Table 2
DOF
GOVERNOR'S FY 13/14 BUDGET PROJECTIONS
FY 2012-13 FY 2013-14 FY 2014-15

TOTAL REVENUE (1)

$481,000,000

$466,000,000

$452,000,000

OTHER COSTS AND BACKEFILL
Prior Year Adjustments
Administration(2)

0623 SMIF (3)
PROP 99 BACKFILL(4)
Other

($17,162,000)
$91,000
($15,000,000)

($17,602,000)
$91,000
($15,000,000)

($17,602,000)
$91,000
($15,000,000)

TOTAL OTHER COSTS

($32,071,000)

($32,511,000)

($32,511,000)

AVAILABLE TO TRANSFER

$448,929,000

$433,489,000

$419,489,000

FUNDS TRANSFERRED TO:
Counties $359,143,200  $346,791,200  $335,591,200
First 5 California $89,785,800 $86,697,800 $83,897,800
30% Media - 0631 $26,935,740 $26,009,340 $25,169,340
25% Education - 0634 $22,446,450 $21,674,450 $20,974,450
15% Child Care - 0636 $13,467,870 $13,004,670 $12,584,670
15% Research - 0637 $13,467,870 $13,004,670 $12,584,670
5% Administration - 0638 $4,489,290 $4,334,890 $4,194,890
10% Unallocated - 0639 $8,978,580 $8,669,780 $8,389,780
100% Total: $448,929,000  $433,489,000  $419,489,000

(1) Total revenue as forecast by Department of Finance for FYs 2012-13 through 2016-17.
(2) Administration costs per email from Steven Mercer of BOE for FYs 2012-13 and 2013-14

carried FY 2013-14 through 2016-17.

(3) SMIF costs as in Governor's Budget - last 3 years same as last projection.

(4) Backfill - BOE memo dated 10/25/12. Used same amount for all future years.

Table 3

Projected First 5 California Revenue

$91,000,000
$90,000,000

$89,000,000

$88,000,000

$87,000,000

$86,000,000
$85,000,000

$84,000,000

$83,000,000
$82,000,000

$81,000,000

$80,000,000
FY 2012/13

FY 2013/14

FY 2014/15

| State $89,785,800

$86,697,800

$83,897,800

3




EXPENDITURES
MANDATES

Children and Families Trust Fund
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The Trust Fund has the two mandates. Table 2 shows the backfill and
administrative mandates for fiscal years 2012-13 through 2014-15.

First 5 California Administration/Operations

Table 4 shows the mandates required for administering the Trust Fund and the

office.
Table 4
Mandate FY 2012-13 FY 2013-14

Pro Rata* $332,459.00 $194,566.00
F5CA Annual Audit $150,000.00 $150,000.00
F5CA Annual Report $150,000.00 $150,000.00
F5CA Strategic Plan (every 5 to 7 years) $75,000.00 $75,000.00
SCO - Administer Expanded Audit $350,000.00 $350,000.00
Other State Fees, CalHR, DOF SCO $20,000.00 $20,000.00

Total F5CA Mandates $1,077,459.00 $939,566.00

*DOF indicates normal F5CA ProRata will be $380,000. FY 2012-13 reflects Governor’s
Budget reductions and FY 2013-14 reflects adjustment to overpayment from prior year.

FINANCIAL PLAN

First 5 California tracks actual and projected revenues and expenditures for First 5
California programs and operations by fiscal year for the following six state funds: Media
and Mass Communications, Education, Child Care, Research and Development,
Unallocated and Administrative. Attachment B displays the Financial Plan for FY 2012-13
through FY 2014-15. This plan includes projected revenue and expenditures by account,
current year encumbrances and obligations, and three budget years of revenue and

expenditure information.

ATTACHMENTS:

A. October 25, 2012, BOE Staff Recommendation to BOE Board regarding Backfill
B. First 5 California Financial Plan FY 2012-13 through FY 2014-15
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State of California

Memorandum

To:

From:

Subject:

AcaMENT A

Honorable Jerome E. Horton, Chairman . Date: October 25, 2012
Honorable Michellé Steel, Vice Chair :
Honorable Betty T. Yee, First District
Senator George Runner (Ret.), Second District
Honorable John Chiang, State Controller
R o, Pyl
Joe Fitz e-o-n Ve
Chief Economist \)

EFFECTS OF PROPOSITION 10 ON CIGARETTE AND TOBACCO PRODUCTS
CONSUMPTION '

- NOVEMBER 2012 BOARD MEETING

Backaround. Prior to 1989, California had a $0.10 per pack excise tax on cigarettes.
Proposition 99 increased the cigarette tax by $0.25 per pack, effective January 1, 1989. A tax
of $0.02 per pack was added to fund breast cancer research and education programs in 1994,
bringing the total tax to $0.37 per pack. Proposition 10 increased the cigarette tax from $0.37
per pack to $0.87 per pack, effective January 1, 1999. ’ :

California tax-paid cigarette distributions have decreased dramatically over the past 30 years,
both before and after Proposition 10. As a result, revenues for all funds supported by

cigarette taxes have declined as well. Based on outcomes from similar tax increases, there is -

strong evidence that the Proposition 10 tax increase results in greater declines in annual
cigarette and tobacco sales than would have been the case had the Proposition not passed.

Section 130105(c) of the Health and Safety Code, as added by Proposition 10, requires the
Board to determine the effect of Proposition 10 on the consumption of cigarettes and tobacco
products and directs that a transfer of funds to Proposition 99 and Breast Cancer programs be
made to backfill for revenue losses to those programs resulting from consumption changes
triggered by Proposition 10. The intent of the backfill is to keep the funding levels of certain

. Proposition 99 and breast cancer programs from declining any more than they would have
decreased without the Proposition 10 tax increase.

These determinations do ndt affect the amount of taxes paid by taxpayers. The
Proposition 10 backfill determination is strictly an issue of the magnitude of funds allocation

from one set of funds to another. The determination increases funds specified by statute to be -

spent on health education, health research, breast cancer education, and breast cancer
research and decreases funds that would have gone to the California Children and Families
First Trust Fund without the determination. (See Attachment 1 for a detailed breakout of the
cigarette taxes.) - -

Recommended Determination. We recommend that a backfill determination of $15.0 million

for fiscal year 2011-12 be approved by the Board as an item on the Administrative C_)ongent
Agenda of November 2012. The transfer would be made from revenues received in fiscal
year 2012-13 to backfill funds affected by changes in consumption during fiscal year 2011-12.

Page 1
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Honorable Board Members _ October 25, 2012

Last year, the Board approved, on consent, a total backfill figure of $16.5 million for fiscal year
2010-11. This year's proposed backfill figure of $15.0 million for fiscal year 2012-13 is $1.5
million less. The difference between this year's proposed backfill determination and last
year's is typical when compared to historical year-to-year differences.

Yearly vanat|on is to be expected because determinations are not simply linear trends. As
discussed in Attachment 2, backfill determinations are the results of multiple calculations
involving population, tax-paid distributions, cigarette prices, federal and state excise taxes,
and the California consumer price index.

The $15.0 million total backfill figure is approximately 3.4 percent of the $442.9 million in total
expenditures for the California Children and Families First Commission of the enacted budget
for fiscal year 2012-13.

Table 1 of Attachment 2 summarizes the calculations necessary to derive the proposed
backfill figure. Breakmg down this $15.0 million quantity, the proposed transfer to breast
cancer programs is $3.4 million, and the proposed transfer to targeted Proposition 99
programs is $11.6 million.

JE:jm
Attachments

cc. Ms. Ana J. Matosantos, Director, Department of Finance
: Mr. Peter Ng, Department of Finance .

Ms. Cynthia Bridges, Executive Director

Mr. Randy Ferris, Chief Counsel

Mr. Robert Lambert

Mr. Robert Ingenito

Ms. Joann Richmond

Recommendation by: o Approved
Cdoe Fitz, Chief Economist : M. Qﬂrnthla Bridges
Research and Statistics Section - Executive Director

Legislative and Research Division

BOARD APPROVED

atthe ____Board Meeting

Joann Richmond, Chief
Board Proceedings Division

Page 2




1 abed

ncE xmr:m ms Eo: u&moo__m w_ Katour

yoIym o) sesodind sy jo Aue 1o SBIUOW BPIACI] pajeoolieun | %Sz
*S30IN0Sa4
co:mm\_om_ pue vtmn [e20] pue ole)s soueyus %405
“JRIIGRY SJI|P|IM PUB ‘|MOLIa)eM _ . JUNoooy
'Usiy uejuieUl Jo mocmccm uoﬂo\_a 2l0isoy %0S $80in0sey algnd

‘weiboid jeiopay
® JO sguBINSU; AQ PBIOAOD JOU BlB pUB SBJIAIaS
ueloisAyd Aed o) pioye jouueo oym sjdoad yeal).

unosoy
S0IMeS uejsAyd

‘weiboud jelspsy
B 10 soueInsul >n P8IS9A0D JOU Bl pUe SAVINISS

E:o.oo<
soolAleg [ejidsoH

jendsoy loj Aed 0y ploye 1ouues oym ojdoad jeel)

m_uce oF co:_woaoi Eot Qmﬁcg BA18981 0) mESmcE /L

R TRATaE,

e

pun4 xeung pund xeung
sjonpoid sjonpold
S i , : 000BqO | pue 000BqOo |
~.Buowre Ajureuinid *ash 00080} aonpel pue: apasebin | %001 pue ayetebln | ggz
pun4 Jsoue) pun4
Isealg | %00L | xepenesebiy | g2
pun4 pun4
[e18usy) | %00k | Xel apaseblD | 901
Aouaby 228
asodingd weibold uUnoaoy 10 pung 10bie ] pung jenjuj

seyaleb) jo 3oBd 1UNOD-0g. B UO Sju8) /g JO Xe )|
mmxm ._. wz.w..mm_o VS :Bo_ov_mm.,m

S ¥ SOV 5 T3 Y N ek S S

T B T B R e TR e

T ZL02 m_. LmQEQ.ww
I Juswyoeny




Z obed

‘wolsAs ojqissedoe
A|lsea pue pajuaio-1aWnNsuoo e oy sjoafold pue
. *seonles ‘swelboid juswdojanap pooupiiyo atelbalul
saWooINo ainsesul jusiidojsasp pooypjyo Ajes
-0} Buiejas swelboid sjeppoe) 1o ‘iosuods ‘apiaoid

wco_wm_EEmo
Aunoo
44800 | %08

‘salnypuadxs aAnelsiuIWIpE 1deoxa 1oy 44800 - Junoooy
8y} Jo sasodind au) Jo Aue 104 SaIUOW BpIACLd pajedojeun | %0}
UoISSILWOY 18IS JUNoodY
42200 94l jo sainjpuadxa aAllRASIUILIPE JOA0D uojjessSivjupy %S
JUnoooYy
‘saojales pue sweiboid juawdojarsp pooypliyo juswdoaeq |
Ajres ssasse pue jo saojorid isaq suiwaleq pue yoleasay | %Sl
‘SI19%I0M
2.1e0p|IY0 10} SeUBPING pUE S[BlISIBW [BUOHEBONDS
dojenap ‘siopiroid 2480 pliyo uel) pue sjesnp3 JUNoodY 8led PIYD | %St )
*SUOISSIUWIOD AJUNod 44207 01 Woddns jeojuyosl
apiaoid ‘Bujures pue uoeonpe ejuased pue .
Jeuoisssjold apiacid ‘sieusyew [puoiieonpas dojanag Junodoy uolleanps | %S¢
*UBIPJIYD U0 9XOWS puey-puodas
10 108}j0 feluBwILlep ‘uswom Jueubaid Ag asn pun4jsnd
Bnip pue ‘joyooje ‘0aoeqo} o uojuanaid iseolnles junoJoYy 1si4 salliule
JBIOOS pUE yleay pue ‘a1eo pjiyo ‘juswdolarap suojjeolunwiwio) | - uolssjitiod pue uaipiiyo
pooyplIyo Uo oignd [elaush o} 8lesiunluuio) BIPOIN SSBINl | %0€ | 31818 448030 | %0¢ BlUIOJI[BD | 05
. Aouaby 3.8
asoding weabold junoday o pund 1064e ], pung jeniy) Aoed

senaiebl) 0 )oed JUN0D-0g B UO SUd) /8 J0 Xe]
SoxXeL oﬁm:mm_o *o caovxmo._m

T o] ioaueidos

"]0H)) [ JUBIUoENY .



Attachment 2

Proposition 10 Backfill Methodology and Documentation of Calculatibns

l._Methodoloay

Cigarette Consumption Impacts. We continue to estimate California cigarette

consumption with an econometric equation that is similar to those used in other studies
found in the literature. The model isolates California excise taxes from other relevant
factors affecting consumption.! As in previous years, we updated the data and used our
econometric model to estimate the cigarette consumption impacts of Proposition 10.?

Using the same methodology we used last year, we calculated the difference in
consumption with and without Proposition 10 using model-generated estimates of actual
consumption in both cases. The model is run twice, with two different tax rates, $0.37 per
pack before Proposition 10 and $0.87 per pack after Proposition 10. Since the only
difference in the model calculations is from the difference in the two tax rates, all other
factors which affect tax-paid distributions in the model are the same, including federal
taxes. .

in the model percentage changes. in cigarette consumption per capita are related to
percentage changes in cigarette prices, federal excise taxes, and California excise taxes.

All dollar figures are converted to constant dollars using the California consumer price

- index. Our model for estimating cigarette consumption is specified in-terms of packs of
cigarettes per capita. To calculate total consumption, we multiply the model-projected per
capita consumption estimate by California civilian popqlation.a

Tobacco Products Consurnption Impacts. To estimate the impacts of Propoéitionv 10 on
tobacco products®, we assumed a typical relationship between price and consumption

based on our review of studies of such relationships for cigarettes and tobacco products.
Specifically, BOE staff assumed a price elasticity of demand of -0.50. We then applied

. this relationship to the increase in tax rates caused by Proposition 10 (as reflected in the
price of the product to the consumer) to estimate the resulting decline in consumption of
tobacco products. We assumed the entire tax increase was passed on to consumers in
the form of higher prices, again based on our review of the literature.

The -0.5 price elasticity figure means that every 10 percent increase in the price of

tobacco products would result in a 5 percent decline in quantity consumed or dollar -

volume sales. We have the data to calculate the percentage price increase [eSUIting from
additional taxes due to Proposition 10. Knowing this percentage price increase gnd
assuming a price elasticity figure enabled us to determine an expected sales decline

' Copies of the documentation of the model are available upon request from Joe Fitz, Chief
Economist, Research and Statistics Section,.(916) 323-3802. '
2 As used throughout this discussion, the term “consumption” refers to tax paid distributions.
® The model uses California civilian population, beginning fiscal year July 1, to mathematically
scale total California tax-paid cigarette distributions. Including minors in these calculations has no
significant effect on model results since model results are multiplied by the same scaling factor.

* As defined in statute, “tobacco products” exclude cigareites.
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through an algebraic solution. Then we applied the Proposition 99 tax rate to the
predicted amount by which these dollar sales declined to estimate the Proposition 99
revenues that would have been expected without the Proposition 10 tax increase.

il. Documentation and Explanation of Backflll Calculations for Proposition 99 and Breast
Cancer Programs

Cigarette Consumption Impacts

Sections. 1 and 2 of Table 1 show the calculations necessary for estlmatmg the backfill
amount resulting from changes in cigarette consumption. _ :

July 1, 2011 civilian population of California is estimated by the California Department of
Finance to have been approximately 37.385 million people.” The statistical model shows
that per capita consumption of cigareties would have been 29.7 packs per person without
Proposition 10. Multiplying these two figures yields an estimate of 1,110.3 million packs of
cigarettes (far right column of Section 1 of Table 1). The statistical model estimates per
capita consumption of cigarettes of 25.2 packs per person using the current tax rate of
$0.87 per pack.. When multiplied by civilian population, the model estimates tax paid
distributions of 942.1 million packs. The difference in these two estimates is 168.2 million
fewer packs of cigarettes sold with Proposition 10 in effect than without Proposition 10.
Some of this decline in co'nsumptlon may have been caused by increased cigaretie tax
evasion. However, based on previous studies, most of the decline probably results from
reduced mgarette consumption.

Section 2 of Table 1 shows the calcUIations necessary to derive revenue losses
associated with 168.2 million fewer packs of cigarettes incurred by backfill-targeted
programs. The Breast Cancer programs are funded by a tax rate of two cents per pack.
Multiplying $0.02 by 168.2 million packs yields a result of approximately $3.4 million. The
tax rate funding all Proposition 99 programs is twenty-five cents per pack, of which 25
percent is to be backfilled. Therefore, the backfill amount for Proposition 99 programs is
$0.0625 per pack ($0.25 x .25 = $0.0625). Multiplying $0.0625 times 168.2 million packs
yields a result of approximately $10.5 million. The total backfill amount related to
decreased cigarette sales for the Breast Cancer programs and the targeted Proposition 99
programs combined is $13.9 million ($3.4 + $10.5 = $13.9).

 Tobacco Products Consumption Impacts

Section 3 of Table 1 summarizes the result of calculations made to derive estimates of
revenues-from sales of tobacco products that would have funded Proposition 99 programs
in the absence of the Proposition 10 tax.® Our backiil estimate for tobacco products is
$1.1 million. The calculations are shown in Table 2A. v

Table 2A shows how we algebraically solved for the predicted sales change using the
price elasticity of demand formula shown at the top of Table 2A. The table has four
components in addition to the formula, which are marked off by horizontal lines. The first

® The model is specified using July 1 California civilian population for the beginning day of the
fiscal year. Therefore, to calculate total cigarette consumption for fiscal year 2011-12, we need to
use July 1, 2011 California civilian population. The source of the July 1, 2011 population figure is
from an e-mail from staff at the California Department of Finance Demographic Hesearch Unit.

® The Breast Cancer programs do not receive revenues from sales of tobacco products only from
sales of cigarettes.
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.column of the table shows the row letters of each line. Lines (a) through (e) show the
steps involved.in determining the percentage increase in price caused by Proposition 10.
As shown in line (e) of the table, Proposition 10 increased the price of tobacco products in
fiscal year 2011-12 by 19.27 percent. Lines (f) and (g) show the calculations made to
determine the resulting decrease in sales of 9.63 percent. Lines (h) through (1) display
calculations made to apply the tax to the decline in sales. BOE tax return data show fiscal
year sales of $224.29 million in 2011-12 (line h). Line (i) shows the $246.99 million result
of solving the price elasticity of demand formula (details shown in Table 2B). -Line (j)
shows that these figures imply a sales decline of $22.70 million. Multiplying this figure by
. the Proposition 99 tax rate of 20.14 percent results in a total Proposition 99 revenue loss
of $4.57 million (line I). Multiplying this figure by 0.25 (since Proposition 99 programs to
be backfilled receive 25 percent of Proposition 99 revenues collected) results in a figure of
$1.14 million (line m). Mathematically rounding off this figure produces a result of
$1.1 million less in revenues from sales of tobacco products that would have funded
Proposition 99 programs, as shown in Table 1.

Summary of Total Backfill Changes

Cigarette tax revenues comprise about 93 percent of the entire backfill estimate amount.
(Of the $15.0 million backfill total, $13.9 million is related. to cigarette consumption
changes. The rest, $1.1 million, is related to changes in tax paid consumption of tobacco
products.) Section 4 of Table 1 summarizes the figures computed for the backfill amounts
from Sections 1 through 3. The total backfill amount is $15.0 million, with $3.4 million
going to Breast Cancer programs and $11.6 million going to the specified Proposition 99
programs. Of the $11.6 million going to Proposition 99 programs, $9.3 million will go to
the Health Education Account (which receives 20 percent of Proposition 99 revenues) and

$2.3 million will go to the Research Account (which receives 5 percent of Proposition 99
revenues). . :

Historibal Consumption and Sales

Table 3 provides some additional background information on tax-paid cigarette and
tobacco products consumption. The table shows tax-paid cigarette distributions from
fiscal years 1987-88 through 2011-12 (preliminary data). It also shows tax-paid wholesale
sales of tobacco products from fiscal years 1990-91 through 2011-12 (preliminary data).
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Table 1

Fiscal Year 201 1-12

Summary of Backfill Calculations for Probosition 99 and Breast Cancer Programs

(1) Change in California Cigarette Consumption a/

Estimated
July 1, 2011
Civilian Estimated California
California Per Capita Cigarette
Population Consumption  Consumption
~ ‘ (Millions) b/  (Packs/Person) ¢/. (Million Packs)
Model Estimated Cigarette Consumption: 37.385
Without Proposition 10 ' - 297 1,110.3
With Proposition 10 252 9421
Difference -168.2
(2) Changes in Cigarette Revenue
' ‘ Estimated Estimated
Backfill Change in Change in
- Tax Rate Consumption Revenue
(Dollars Per  (Million Packs) d/ ($ Millions)
Pack) :
Breast Cancer Programs 0.0200 -168.2 -$3.4
Proposition 99 Programs e/ 0.0625 -168.2 -$10.5
Total 0.0825 -$13.9
(3) Change in Tobacco Products Revenue ‘
(See Tables 2A and 2B for Calculations) Estimated
. ' ' Change in
Revenue
: o ($ Millions)
Proposition 99 Programs f/ -$1.1
(4) Summary of Total Fund Backfill Changes Accounts Programs
| B . (Millions of {Millions of
o Dollars) Dollars)
Breast Cancer Programs -$3.4
Proposition 99 Programs - -$11.6
Health Education Account (20% of Proposition 99 Funds) -$9.31
Research Account (5% of Proposition 99 Funds) -$2.33
Total Backfill Amount, All Programs -$15.0

b/ Source: California Department of Finance. :
d/ Source: Total change in consumption calculated above.

This percentage is $0.0625 per pack ($0.25 x 0.25).

¢/ Source: BOE Research and Statistics Section ecénometric cigarette consumption éstimation model.

f/ This figure is 25% of the revenue loss due to decreased sales caused by the Proposition 10 tax increase.

Note: All numbers are rounded off from original spreadsheet figures in order for them to sum to the specified totals.
a/ Consumption here and throughout the rest of this table refers to tax-paid consumption.

e/ As specified in Proposition 10, 25 percent of the Proposition 99 tax rate of $0.25 per pack tax is to be backfilled.

Source: BOE Research and Statistics Section.

September 13, 2012
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Table 3

Historical California Tax-Paid Cigarette Distributions and Sales of Tobacco Products

' Wholesale Sales of

Tax Paid Cigarette
Fiscal Distributions Percent Tobacco Products - Percent
Year (Millions of Packs)a/ Change (Millions of Dollars) b/ ~  Change
1987-88 2,570 -1.0% n.a. : n.a.
1988-89 2,353 -8.4% n.a. n.a.
1989-90 2,219 -5.7% n.a. _ n.a.
1990-91 2,102 -5.3% 67.9 n.a.
1991-92 2,050 -2.5% 74.0 9.0%
1992-93 1,923 -6.2% 77.0 4.1%
1993-94 1,824 " -5.1% 83.9 ' v 9.0%
1994-95 1,791 -1.8% 92.4 " 10.1%
.1995-96 1,742 -2.7% 1094 - 18.3%
1996-97 . 1,716 -1.5% 178.0 .. 62.7%
1997-98 ¢/ 1,668 -2.8% 130.7 -26.5%
1998-99 1,523 -8.7% 113.9 -12.9%
1999-00 1,353 -11.2% 95.9 -15.8%
2000-01 1,288 -4.8% 90.9 ' .-5.2%
2001-02 1,237 -4.0% 774 -15.2%
2002-03 1,196 -3.3% 808 . 4.8%
2003-04 1,184 -1.0% 94.7 17.3%
2004-05 1,187 0.3% 114.8 21.2%
2005-06 1,190 0.3% 123.6 7.7%
2006-07 1,158 2.7% 151.4 : 22.5%
2007-08 1,107 -4.4% 162.6 ' 7.4%
2008-09 1,058 -4.5% 174.6 7.4%)
2009-10 972 -8.1% 194.0 11.2%
2010-11 961 -1.2% 212.3 9.4%
2011-12 951 o/ 1.0% 2243 | 5.7%

a/ Source: 2010-11 Board of Equalization Annual Report .

b/ Source: Board of Equalization Excise Taxes Division. Represents wholesale sales of
tobacco products as reported by distributors.

¢/ Fiscal year 1997-98 was the last year unaffected by Proposition 10, which became law
on January 1, 1999.

d/ Preliminary data Source: Board of Equahzahon Excise Taxes Division.

n.a. not applicable

Source: BOE Research and Statistics Section, September 13, 2012.

Page 4




1/15/2013 5:03 PM
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Financial Plan FY 2012-13 through FY 2014-15

Account/Project
FY 12-13 FY 13-14 FY 14-15

Mass Media Communications (0631)
Projected Carryover $19,731,055 $19,566,748 $20,600,202
Beginning Balance $19,731,055 $19,566,748 $20,600,202
Parent Signature Program - Education and Outreach $10,376,587 $10,376,587 $11,696,348
Parent Signature Program - 1-800 Number $167,599 $150,000 $150,000
Parent Signature Program - Kit for New Parents $7,107,054 $5,000,000 $5,000,000
Child Signature Program - Power of Preschool $10,000,000 $10,000,000 $10,000,000
SCO/PRORATA/ADJUSTMENTS $8,000 $8,000 $8,000

Total Budgeted Expenditures $27,659,240 $25,534,587 $26,854,348
Prior Year Adjustments

Adjusted Fund Balance Expenditures $27,659,240 $25,534,587 $26,854,348

Subtotal ($7,928,185) ($5,967,838) ($6,254,146)
Projected Revenue $26,935,740 $26,009,340 $25,169,340
Adjustment to Balance
Projected Interest $59,193 $58,700 $61,801
Other Revenue (Federal Reimbursement for Kit) $500,000 $500,000 $500,000
Transfer to Unallocated

Year End Balance $19,566,748 $20,600,202 $19,476,994
15% Reserve $4,040,361 $3,901,401 $3,775,401
Net Year End Balance $15,526,387 $16,698,801 $15,701,593
Education (0634)
Projected Carryover $21,236,975 $20,489,136 $18,467,053
Beginning Balance $21,236,975 $20,489,136 $18,467,053
Statewide Conference $150,000 $150,000 $150,000
Co-Sponsorship Funding $150,000 $150,000 $150,000
Child Signature Program - Educare $2,950,000 $2,950,000
Teacher Signature Program - CARES Plus $500,000 $500,000
Child Signature Program $20,000,000 $20,000,000 $20,000,000
SCO/PRORATA/ADJUSTMENTS $8,000 $8,000 $8,000

Total Budgeted Expenditures $23,258,000 $23,758,000 $20,808,000
Prior Year Adjustments

Adjusted Fund Balance Expenditures $23,258,000 $23,758,000 $20,808,000

Subtotal ($2,021,025) ($3,268,864) ($2,340,947)
Projected Revenue $22,446,450 $21,674,450 $20,974,450
Adjustment to Balance
Projected Interest $63,711 $61,467 $55,401
Other Revenue
Transfer to Unallocated

Year End Balance $20,489,136 $18,467,053 $18,688,904
15% Reserve $3,366,968 $3,251,168 $3,146,168
Net Year End Balance $17,122,168 $15,215,886 $15,542,737

Orange: Amount paid to DDS for Early Start.

Purple: Amount pending Commission approval.

Royal Blue: Amount projected if Commission approves s

ustained level of effort.

Green: Subtotal amounts.
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Account/Project
FY 12-13 FY 13-14 FY 14-15

Child Care (0636)
Projected Carryover $24,499,428 $14,814,662 $10,135,776
Beginning Balance $24,499,428 $14,814,662 $10,135,776
Child Signature Program $5,000,000 $5,000,000 $5,000,000
Teacher Signature Program - CARES Plus $18,218,135 $12,720,000 $12,720,000
SCO/PRORATA/ADJUSTMENTS $8,000 $8,000 $8,000

Total Budgeted Expenditures $23,226,135 $17,728,000 $17,728,000
Prior Year Adjustments

Adjusted Fund Balance Expenditures $23,226,135 $17,728,000 $17,728,000

Subtotal $1,273,294 ($2,913,338) ($7,592,224)
Projected Revenue $13,467,870 $13,004,670 $12,584,670
Adjustment to Balance
Projected Interest $73,498 $44,444 $30,407
Other Revenue
Transfer to Unallocated

Year End Balance $14,814,662 $10,135,776 $5,022,853
15% Reserve $2,020,181 $1,950,701 $1,887,701
Net Year End Balance $12,794,481 $8,185,075 $3,135,153
Research and Development (0637)
Projected Carryover $12,384,327 $18,678,441 $25,051,146
Beginning Balance $12,384,327 $18,678,441 $25,051,146
Annual Report $159,950 $150,000 $150,000
PEDS Maintenance $73,680
General Research Software $24,110
CARES Plus Program Data Collection and Storage $1,000,000 $780,000 $780,000
California Health Interview Survey 2011 $750,000 $750,000 $750,000
IT Development $187,020
Child Signature Program - RFA Development $8,150
Child Signature Program $5,000,000 $5,000,000 $5,000,000
SCO/PRORATA/ADJUSTMENTS $8,000 $8,000 $8,000

Total Budgeted Expenditures $7,210,910 $6,688,000 $6,688,000
Prior Year Adjustments

Adjusted Fund Balance Expenditures $7,210,910 $6,688,000 $6,688,000

Subtotal $5,173,418 $11,990,440 $18,363,146
Projected Revenue $13,467,870 $13,004,670 $12,584,670
Adjustment to Balance
Projected Interest $37,153 $56,035 $75,153
Other Revenue
Transfer to Unallocated

Year End Balance $18,678,441 $25,051,146 $31,022,969
15% Reserve $2,020,181 $1,950,701 $1,887,701
Net Year End Balance $16,658,260 $23,100,445 $29,135,269
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Account/Project
FY 12-13 FY 13-14 FY 14-15

Unallocated (0639)
Projected Carryover $10,641,650 $10,573,910 $10,192,412
Beginning Balance $10,641,650 $10,573,910 $10,192,412
Small County Augmentations $2,995,547 $3,000,000 $3,000,000
California Smoker's Helpline $999,698 $1,000,000 $1,000,000
Strategic Planning Consultant $75,000 $75,000
Child Signature Program $5,000,000 $5,000,000 $5,000,000
SCO/PRORATA/ADJUSTMENTS $8,000 $8,000 $8,000

Total Budgeted Expenditures $9,078,245 $9,083,000 $9,008,000
Prior Year Adjustments

Adjusted Fund Balance Expenditures $9,078,245 $9,083,000 $9,008,000

Subtotal $1,563,405 $1,490,910 $1,184,412
Projected Revenue $8,978,580 $8,669,780 $8,389,780
Adjustment to Balance
Projected Interest $31,925 $31,722 $30,577
Transfer from Media 0631
Transfer from Education 0634
Transfer from Child Care 0636
Transfer from Research and Develop 0637
Transfer from Administration 0638
Other Revenue

Year End Balance $10,573,910 $10,192,412 $9,604,769
15% Reserve $1,346,787 $1,300,467 $1,258,467
Net Year End Balance $9,227,123 $8,891,945 $8,346,302
0631, 0634, 0636, 0637, 0639 Totals:
Total cigarette and tobacco tax revenue $85,296,510 $82,362,910 $79,702,910

Total resources per year

$174,555,426

$167,238,175

$164,902,838

Total expenditures per year $90,432,530 $82,791,587 $81,086,348
Total Over/Under: $84,122,897 $84,446,588 $83,816,490
Total 15% Reserve $12,794,477 $12,354,437 $11,955,437
$71,328,420 $72,092,152 $71,861,054
Administration (0638)
Projected Carryover $23,089,422 $20,440,803 $17,400,256
Beginning Balance $23,089,422 $20,440,803 $17,400,256
Administrative Expense $6,862,718 $7,230,193 $7,323,232
Furlough Buyback
SCO/PRORATA/ADJUSTMENTS $344,459 $206,566 $382,000
Total Budgeted Expenditures $7,207,177 $7,436,759 $7,705,232
Prior Year Adjustments
Adjusted Fund Balance Expenditures $7,207,177 $7,436,759 $7,705,232
Subtotal $15,882,245 $13,004,044 $9,695,024
Projected Revenue $4,489,290 $4,334,890 $4,194,890
Projected Interest $69,268 $61,322 $52,201
Transfer
Other Revenue
Year End Balance $20,440,803 $17,400,256 $13,942,115
15% Reserve $673,394 $650,234 $629,234
Net Year End Balance $19,767,409 $16,750,022 $13,312,881
ALL FIRST 5 CALIFORNIA FUNDS
Total cigarette and tobacco tax revenue $89,785,800 $86,697,800 $83,897,800

Total resources per year

$202,203,406

$192,075,191

$186,550,185

Total expenditures per year $97,639,707 $90,228,347 $88,791,580
Total Over/Under: $104,563,700 $101,846,844 $97,758,605
Total 15% Reserve $13,467,870 $13,004,670 $12,584,670
$91,095,830 $88,842,174 $85,173,935
Program totals for programs funded from multiple accounts:
FY 12/13 FY 13/14 FY 14/15
Teacher Signature Program - CARES Plus (Child Care and
Research) 19,218,134 14,000,000 14,000,000
Child Signature Program - Power of Preschool (Media,
Education, Child Care, Research and Unallocated) $45,000,000 $45,000,000 $45,000,000
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