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FINANCIAL PLAN FISCAL YEAR 2010-11 AND 
FY 2010 FINANCIAL AUDIT REPORT 

 
 
SUMMARY OF REQUEST 
 
First 5 California staff will provide State Commissioners a report on the FY 2009-10 
Financial Audit Report and provide an overview for First 5 California’s FY 2010-11 
Financial Plan. 
 
AUDIT 
 
The Department of Finance, Office of State Audits and Evaluations (DOF), performed 
First 5 California’s FY 2009-10 financial audit.  The report is titled, A Financial Statement 
Audit, First 5 California Children and Families Trust Fund and Related Accounts for the 
Fiscal Year Ended June 30, 2010.  This report is available on First 5 California’s Web site 
at http://www.ccfc.ca.gov/commission/fiscal.asp. 
 
DOF performed this audit in accordance with an interagency agreement with First 5 
California.  The objectives of the audit were to: 
 

• Express an opinion on the Balance Sheet and Statement of Revenue, 
Expenditures, and Changes in Fund Balance of the Children and Families Trust 
Fund (Fund) and related accounts for the fiscal year ending June 30, 2010. 

 
• Verify that the financial statements were prepared in conformity with generally 

accepted accounting principles for governmental funds. 
 

• Report on internal control and compliance weaknesses, and provide 
recommendations for improving controls over operations on the Fund and related 
accounts. 

 
Audit Results: 
 

• The aforementioned financial statements were fairly presented for the fiscal year 
ended June 30, 2010. 

 
• The audit did not identify any reportable internal control or compliance 

weaknesses. 

http://www.ccfc.ca.gov/commission/fiscal.asp
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FISCAL BACKGROUND 
 
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 Proposition 10 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 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 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.  In FY 2009-10, the fund 
adjustments totaled $33.5 million. 
 
HSC section 130105 establishes the percentage of revenue to be transferred to the 
counties and state accounts, which are all interest-bearing accounts.  The BOE 
determines the amount of revenue available to transfer to these accounts.  The following 
table represents the statutory distribution of Proposition 10 revenue by account. 
 

Counties Account 
Statutory 

Distribution 
Distribution 
Conversion 

Disbursed to 58 County 
Commissions 80% N/A 

   

State Accounts 
Statutory 

Distribution 
Distribution 
Conversion 

Mass Media Communications 6% 30% 
Education 5% 25% 
Child Care 3% 15% 
Research and Development 3% 15% 
Unallocated 2% 10% 
Administration 1% 5% 

Total 20% 100% 
 
Attachment A, Funding Structure, demonstrates the flow of revenue from collection to its 
transfer to the individual Proposition 10 State Commission and county commission 
accounts.  Each month, the BOE provides First 5 California with the amount of tobacco 
tax revenue that is available for disbursement to the county commissions and this 
revenue is transferred into the counties’ account. Per HSC sections 130100 to 130155, 
First 5 California disburses the monthly Proposition 10 tobacco tax revenue to county 
commissions, if requirements specified in statute have been met.  County commissions 
receive the portion of the total moneys available to all county commissions equal to the 
percentage of the number of births recorded in the relevant county in proportion to the 
entire number of births recorded in California. Interest that accumulates in the county 
account is also disbursed annually to the county commissions using this same formula.  
 



AGENDA ITEM: 7 
DATE OF MEETING: January 26, 2011 

 
 

3 

First 5 California’s Administrative Services Division (ASD) disburses funds from the six 
state accounts consistent with the directives of the State Commission and the Executive 
Director or Chief Deputy Director, and the Bylaws for the First 5 California Children and 
Families Commission.  ASD also maintains financial records of disbursements. 
 
Effective September 22, 2009, AB1422 amended the Act to allow any funds not needed 
in the Mass Media Communications, Education, Child Care, Research and Development 
and Administration accounts to be transferred to the Unallocated Account; however, 
movement of funds from any account to the Unallocated Account requires State 
Commission approval and cannot be returned to the designated accounts.  
 
FISCAL HISTORY 
 
First 5 California revenues consists of the cigarette taxes collected, interest income 
earned on funds deposited in the Surplus Money Investment Fund, refunds from reverted 
appropriations, and unclaimed checks escheated to the issuing fund. 
 
The following table represents the actual tax revenues transferred from the California 
Children and Families Trust Fund (0623) to First 5 California accounts from the inception 
of Proposition 10, beginning with the last six months (January through June) of Fiscal 
Year (FY) 1998-99 through FY 2009-10. 
 

Fiscal Year Tax Revenue Amount 

1998-1999 $66,453,266 

1999-2000 $135,053,539 

2000-2001 $125,671,545 

2001-2002 $122,141,768 

2002-2003 $112,457,679 

2003-2004 $114,627,464 

2004-2005 $118,662,937 

2005-2006 $117,358,383 

2006-2007 $116,000,574 

2007-2008 $109,726,760 

2008-2009 $105,060,597 

2009-2010 $95,830,895 

Fiscal Year Proposed Tax  
Revenue Amount 

2010-2011 $92,079,200 

2011-2012 $88,009,400 
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Since FY 1999-2000, First 5 California’s tax revenue has decreased 29%.  When 
comparing the two most recent years, between FY 2008-09 and FY 2009-10, First 5 
California’s tax revenue decreased approximately 8.8%. 
 
The amount of monthly tax revenue received in the six state accounts can be 
unpredictable and varies each month, each year.  The following chart demonstrates the 
variances in monthly revenue receipts each fiscal year beginning with FY 2006-07 
through November 2010. 
 
Revenue in the second quarter varies significantly.  The BOE calculated backfill to those 
programs impacted by the enactment of the Act (i.e., Proposition 99) typically occurs 
during the second quarter.   
 
 

FIRST 5 CALIFORNIA MONTHLY REVENUE RECEIPT TREND 
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LEVERAGED FUNDS 
 
In FY 2009-10, First 5 California leveraged over $152 million in local and federal dollars 
for statewide efforts with approximately $72.5 million First 5 California funds.  The 
following table provides a summary of FY 2009-10 state funds that resulted in local and 
federal leveraged funds. 

*Coordination Funds for these programs do not have a match requirement and are not included in the 
 above amounts 
 
REVENUE PROJECTIONS 
 
The Department of Finance 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 public 
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 Department of Finance revenue projections updated in May 2010, the 
following table shows actual and projected tax revenues for First 5 California for FY 2008-
09 through FY 2013-14. 
 
 
 
 
 
 
 
 
 
 
 
 

FY 09/10 First 5 California Program Leveraged Dollars 

Program Description State 
Local 

Leveraged Total 
CARES $811,515  $2,770,536  $3,582,051  
Health Access $423,935  $5,960,632  $6,384,567  
Power of Preschool Demonstration* $13,670,822  $72,257,627  $85,928,450  
School Readiness, Cycle 2* $49,131,508  $60,095,256  $109,226,764  

  
Federal 

Leverage  
Kit for New Parents $6,490,636  $1,294,717  $7,785,353  
Early Learning Advisory Council $2,000,000  $10,000,000  $12,000,000  

Total $72,528,417  $152,378,768  $224,907,185  
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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 2010-11 through FY 2013-14.  This plan includes the prior year actual revenue and 
expenditures by account, current year encumbrances and obligations, and three budget 
years of revenue and expenditure information.  Staff will provide the State 
Commissioners with an overview of the key components of the plan. 
 
During FY 2009-10 First 5 California contributed $131.4 million in Proposition 10 state 
funds to support FY 2009-10 state budget solutions.  This contribution significantly 
reduced First 5 California’s fund balance.  With a primary revenue source that is 
projected to consistently decline, continuance of sound budgetary controls to ensure the 
State Commission can continue to meet its multi-year obligations and provide for 
continuity of program services (at lower levels than previously provided) is essential. 
 
First 5 California utilizes encumbrance accounting to reserve funds for current year 
commitments.  Although an expenditure or liability has not been incurred, the reservation 
recognizes that funds have been committed for a specified purpose that will be liquidated 
in the following fiscal year.  Encumbrances include interagency agreements, program 
agreements, and other commitments. 
 
First 5 California enters into multi-year agreements with vendors and county commissions 
to support program continuity, typically in periods of three to five years.  However, the 
encumbrances for agreements only include the unpaid and remaining commitment for the 
current fiscal year (not the entire agreement), based on available estimates of 
expenditures for goods and services provided. 
 
To implement established budgetary controls, First 5 California must have sufficient cash 
in all accounts at the beginning of each fiscal year to be able to encumber current year 
obligations from those accounts.   
 
As mentioned earlier, First 5 California does not receive current year revenue at the 
beginning of each year.  Revenue is received monthly with significant variance in the 
monthly amounts with a lag of approximately one month.  First 5 California does not fully 
actualize the full annual revenue until July, after year end. First 5 California has used 
carryover funds to ensure cash balances are available to implement an encumbrance 
accounting system and these carryover amounts must be available for current year 
obligations on July 1 of each fiscal year. 
 
Also, because First 5 California programs are typically obligated for multiple years, an 
analysis of any new funding commitments in a current year must be conducted to 
determine it’s impact on year-end carryover amounts and obligations for multi-year 
contacts and agreements. 
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A full discussion of the impact of the multiple pending budget solution requests will be 
addressed during the discussion of Agenda Item 8. 
 
ATTACHMENT: 
 

A. A Financial Statement Audit, First 5 California Children and Families Trust Fund 
and Related Accounts for the Fiscal Year Ended June 30, 2010 

 
B. First 5 California Financial Plan FY 2010-11 through FY 2013-14 







































First 5 California
Financial Plan FY 2010-11 through FY 2013-14 

Account/Project
FY 09/10       
Actuals FY 10/11 FY 11/12 FY 12/13 FY 13/14

Mass Media Communications (0631)
Projected Carryover $96,586,336 $36,358,109 ($3,333,810) ($3,537,690) ($2,928,107)
Beginning Balance $96,586,336 $36,358,109 ($3,333,810) ($3,537,690) ($2,928,107)
School Readiness, Cycle 1 ($2,448)
School Readiness, Cycle 2 * $9,308,415 $8,039,687 $1,034,402
Healthy Families Program (MRMIB) $30,000,000
Early Start Program (DDS) $40,000,000
Public Education and Outreach $2,321,273 $2,111,082 $1,000,000
Media $8,182,822 $24,318,501 $11,640,237 $11,640,237 $11,640,237
1-800 Number $75,267 $214,650 $145,000 $145,000
PARENT-Signature Program-New Parent Kit $5,000,000 $5,000,000 $5,000,000
CHILD-Phase II Quality Early Learning $9,000,000 $9,000,000 $9,000,000
SCO/PRORATA/ADJUSTMENTS $6,930 $8,000 $8,000 $8,000 $8,000
  Total Budgeted Expenditures $89,892,726 $39,691,920 $27,827,639 $25,793,237 $20,648,237
Prior Year School Readiness Encumbrance ($233,801)
Prior Year Adjustments ($83,373)
Current Year School Readiness Encumbrance
  Adjusted Fund Balance Expenditures $89,575,551 $39,691,920 $27,827,639 $25,793,237 $20,648,237
  Subtotal $7,010,785 ($3,333,810) ($31,161,450) ($29,330,927) ($23,576,344)
Projected Revenue $28,749,269 $27,623,760 $26,402,820 $25,142,820
Adjustment to Balance
Projected Interest $592,458 $0 $0 $0
Other Revenue $5,598
  Year End Balance $36,358,109 ($3,333,810) ($3,537,690) ($2,928,107) $1,566,476
15% Reserve $4,312,390 $0 $4,143,564 $3,960,423 $3,771,423
Net Year End Balance $32,045,719 ($3,333,810) ($7,681,254) ($6,888,530) ($2,204,947)

Education (0634)
Projected Carryover $105,469,700 $70,721,345 $33,215,084 $31,505,287 $31,157,163
Beginning Balance $105,469,700 $70,721,345 $33,215,084 $31,505,287 $31,157,163
School Readiness, Cycle 1 ($4,897)
School Readiness, Cycle 2 * $20,685,366 $17,865,970 $2,298,672
Healthy Families Program (MRMIB) $10,000,000
Early Start Program (DDS) $10,000,000
Power of Preschool (PoP Legacy) $13,822,829
Early Childhood Education Competencies $350,000
Statewide Conference $84,575 $350,000 $350,000 $350,000 $350,000
Co-Sponsorship Funding $37,500 $150,000 $150,000 $150,000 $150,000
Migrant and Seasonal Farm Workers $1,128,247
Kits for New Parents $6,490,636
Regional Technical Assistance $443,187 $533,292 $89,000
Science Readiness Program $1,225,000
Special Needs Project $263,331
CHILD-Signature Program-EDUCARE $2,000,000 $2,000,000 $2,000,000
CHILD-Signature Program-PoP Bridge $18,599,000 $19,000,000
CHILD-Phase II Quality Early Learning $1,000,000 $20,000,000 $20,000,000
SCO/PRORATA/ADJUSTMENTS $6,930 $8,000 $8,000 $8,000 $8,000
  Total Budgeted Expenditures $64,532,705 $37,506,262 $24,895,672 $22,508,000 $22,508,000
Prior Year School Readiness Encumbrance ($519,558)
Prior Year Adjustments ($142,081)
Current Year School Readiness Encumbrance
  Adjusted Fund Balance Expenditures $63,871,066 $37,506,262 $24,895,672 $22,508,000 $22,508,000
  Subtotal $41,598,634 $33,215,084 $8,319,412 $8,997,287 $8,649,163
Projected Revenue $23,957,724 $23,019,800 $22,002,350 $20,952,350
Adjustment to Balance
Projected Interest $653,916 $166,075 $157,526 $155,786
Other Revenue $4,511,072
  Year End Balance $70,721,345 $33,215,084 $31,505,287 $31,157,163 $29,757,299
15% Reserve $3,593,659 $0 $3,452,970 $3,300,353 $3,142,853
Net Year End Balance $67,127,687 $33,215,084 $28,052,317 $27,856,811 $26,614,447
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First 5 California
Financial Plan FY 2010-11 through FY 2013-14 

Account/Project
FY 09/10       
Actuals FY 10/11 FY 11/12 FY 12/13 FY 13/14

Child Care (0636)
Projected Carryover $55,959,953 $37,635,690 $16,125,813 $8,533,386 $1,269,463
Beginning Balance $55,959,953 $37,635,690 $16,125,813 $8,533,386 $1,269,463
School Readiness, Cycle 1 ($3,428)
School Readiness, Cycle 2 * $8,791,280 $7,593,037 $976,936
Healthy Families Program (MRMIB) $20,000,000
Early Start Program (DDS)
Power of Preschool $1,419,696 $1,864,192
ABCD Initiative $634,896 $44,648
CARES (Legacy) $1,362,230
Educational Program "A Place of Our Own" ($14,042)
CHILD-Phase II Quality Early Learning $8,500,000 $8,500,000 $8,500,000
TEACHER-Signature Program-CARES Plus $12,000,000 $12,000,000 $12,000,000 $0
SCO/PRORATA/ADJUSTMENTS $6,930 $8,000 $8,000 $8,000 $8,000
  Total Budgeted Expenditures $32,197,563 $21,509,877 $21,484,936 $20,508,000 $8,508,000
Prior Year School Readiness Encumbrance ($220,812)
Prior Year Adjustments $1,065,362
Current Year School Readiness Encumbrance
  Adjusted Fund Balance Expenditures $33,042,113 $21,509,877 $21,484,936 $20,508,000 $8,508,000
  Subtotal $22,917,840 $16,125,813 ($5,359,123) ($11,974,614) ($7,238,537)
Projected Revenue $14,374,634 $13,811,880 $13,201,410 $12,571,410
Adjustment to Balance
Projected Interest $343,215 $80,629 $42,667 $6,347
Other Revenue
  Year End Balance $37,635,690 $16,125,813 $8,533,386 $1,269,463 $5,339,220
15% Reserve $2,156,195 $0 $2,071,782 $1,980,212 $1,885,712
Net Year End Balance $35,479,495 $16,125,813 $6,461,604 ($710,749) $3,453,509

Research and Development (0637)
Projected Carryover $75,361,103 $53,658,146 $29,654,576 $23,441,092 $24,251,708
Beginning Balance $75,361,103 $53,658,146 $29,654,576 $23,441,092 $24,251,708
School Readiness, Cycle 1 ($3,591)
School Readiness, Cycle 2 * $12,928,354 $11,166,231 $1,436,670
Healthy Families Program (MRMIB) $21,400,000
Early Start Program (DDS)
Health Access Quality Enhancement and Evaluation $121,595
Special Needs Project ($294,348)
Statewide Research and Evaluation $1,151,599 $12,563,035 $6,128,966
California Health Interview Survey 2009 $1,283,695 $216,305
PEDS Maintenance $50,000 $100,000
State Library Services $104,262
CARES Database $282,728
CHILD-Phase II Quality Early Learning $12,500,000 $12,500,000 $12,500,000
SCO/PRORATA/ADJUSTMENTS $6,930 $8,000 $8,000 $8,000 $8,000
  Total Budgeted Expenditures $36,981,224 $24,003,570 $20,173,636 $12,508,000 $12,508,000
Prior Year School Readiness Encumbrance ($324,724)
Prior Year Adjustments ($122,978)
Current Year School Readiness Encumbrance
  Adjusted Fund Balance Expenditures $36,533,523 $24,003,570 $20,173,636 $12,508,000 $12,508,000
  Subtotal $38,827,580 $29,654,576 $9,480,940 $10,933,092 $11,743,708
Projected Revenue $14,374,634 $13,811,880 $13,201,410 $12,571,410
Adjustment to Balance
Projected Interest $455,931 $148,273 $117,205 $121,259
Other Revenue
  Year End Balance $53,658,146 $29,654,576 $23,441,092 $24,251,708 $24,436,376
15% Reserve $2,156,195 $0 $2,071,782 $1,980,212 $1,885,712
Net Year End Balance $51,501,951 $29,654,576 $21,369,310 $22,271,496 $22,550,665
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First 5 California
Financial Plan FY 2010-11 through FY 2013-14 

Account/Project
FY 09/10       
Actuals FY 10/11 FY 11/12 FY 12/13 FY 13/14

Unallocated (0639)
Projected Carryover $22,977,165 $29,216,261 $24,106,571 $28,736,749 $32,945,338
Beginning Balance $22,977,165 $29,216,261 $24,106,571 $28,736,749 $32,945,338
School Readiness, Cycle 1 ($1,959)
Healthy Families Program (MRMIB)
Early Start Program (DDS)
Small County Augmentations $3,500,000 $3,500,000 $3,000,000 $3,000,000 $3,000,000
CA Smoker's Helpline $1,000,000 $1,000,000 $1,000,000 $1,000,000 $1,000,000
Health Access for All $824,556 $20,000
Health Care Reform Planning $47,120
Healthy Families Program 08/09 MRMIB Adjustments ($5,667,322)
CHILD-Phase II Quality Early Learning
CHILD-Early Learning Advisory Council (ELAC) $581,690 $690,275 $728,035
SCO/PRORATA/ADJUSTMENTS $6,930 $8,000 $8,000 $8,000 $8,000
  Total Budgeted Expenditures ($290,675) $5,109,690 $4,698,275 $4,736,035 $4,008,000
Prior Year School Readiness Encumbrance
Prior Year Adjustments $3,811,635
Current Year School Readiness Encumbrance
  Adjusted Fund Balance Expenditures $3,520,960 $5,109,690 $4,698,275 $4,736,035 $4,008,000
  Subtotal $19,456,206 $24,106,571 $19,408,296 $24,000,714 $28,937,338
Projected Revenue $9,583,090 $9,207,920 $8,800,940 $8,380,940
Adjustment to Balance
Projected Interest $176,966 $120,533 $143,684 $164,727
Transfer
Other Revenue
  Year End Balance $29,216,261 $24,106,571 $28,736,749 $32,945,338 $37,483,005
15% Reserve $1,437,463 $0 $1,381,188 $1,320,141 $1,257,141
Net Year End Balance $27,778,798 $24,106,571 $27,355,561 $31,625,197 $36,225,864

0631, 0634, 0636, 0637, 0639 Totals:
Total cigarette and tobacco tax revenue $91,039,350 $0 $87,475,240 $83,608,930 $79,618,930

Total resources per year $454,132,764 $227,589,552 $0 $187,758,983 $172,748,838 $166,762,614
Total expenditures per year $226,543,213 $127,821,319 $99,080,158 $86,053,272 $68,180,237
Total Over/Under: $227,589,552 $99,768,233 $88,678,825 $99,421,826 $108,429,312
Total 15% Reserve $13,655,903 $0 $13,121,286 $12,541,340 $11,942,840

$213,933,649 $99,768,233 $75,557,539 $86,880,487 $96,486,473

Administration (0638)
Projected Carryover $25,064,877 $24,536,218 $17,556,471 $15,290,792 $12,726,261
Beginning Balance $25,064,877 $24,536,218 $17,556,471 $15,290,792 $12,726,261
Administrative Expense $5,499,977 $6,440,833 $6,573,599 $6,657,455 $6,749,425
Furlough Buyback $524,914
SCO/PRORATA/ADJUSTMENTS $252,607 $14,000 $383,822 $384,000 $384,001
  Total Budgeted Expenditures $5,752,584 $6,979,747 $6,957,421 $7,041,455 $7,133,426
Prior Year School Readiness Encumbrance
Prior Year Adjustments ($275,561)
Current Year School Readiness Encumbrance
  Adjusted Fund Balance Expenditures $5,477,023 $6,979,747 $6,957,421 $7,041,455 $7,133,426
  Subtotal $19,587,854 $17,556,471 $10,599,050 $8,249,337 $5,592,835
Projected Revenue $4,791,545 $4,603,960 $4,400,470 $4,190,470
Projected Interest $157,822 $87,782 $76,454 $63,631
Transfer
Other Revenue ($1,004)
  Year End Balance $24,536,218 $17,556,471 $15,290,792 $12,726,261 $9,846,936
15% Reserve $718,732 $0 $690,594 $660,071 $628,571
Net Year End Balance $23,817,486 $17,556,471 $14,600,198 $12,066,190 $9,218,365
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