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SUMMARY 
 
Staff will provide the Commission fiscal briefings in three areas: First 5 California’s year-
end revenue and expenditures for Fiscal Year (FY) 2012-13, revenue and expenditure 
projections through FY 2015-16, and the Fund Condition beginning FY 2013-14. 
 
BACKGROUND 
 
In accordance with Health and Safety Code (HSC) Section 130105, the California 
Children and Families Trust Fund (hereinafter referred to as “Fund”), was created in the 
State Treasury and receives tobacco tax revenue collected pursuant to Section 30131.2 
of the Revenue and Taxation Code.   
 
The Board of Equalization (BOE) collects Proposition 10 revenue and administers the 
Fund. BOE first determines the amount for adjustments to the Fund prior to the transfer 
of moneys to the designated State Commission accounts and County Fund. These 
adjustments include the annual backfill to the Proposition 99 Fund and Breast Cancer 
Fund (“backfill”), as well as the monthly BOE operational costs for tax collection and 
enforcement programs.  
 
After these adjustments, BOE determines the amounts to be allocated to the State and 
county commissions pursuant to the percentages outlined in HSC Section 130105. Eighty 
percent of the revenue is allocated to the county commissions and deposited in individual 
local Children and Families Trust Funds administered by each county commission. The 
remaining twenty percent is allocated and transferred to the following six Proposition 10 
accounts for use by the State Commission: Mass Media Communications, Education, 
Child Care, Research and Development, Administration, and Unallocated, all of which are 
interest-bearing accounts. 
 
Attachment A provides an overview of how the funds are transferred to the individual 
Proposition 10 county commission funds and State Commission accounts. Per HSC 
Sections 130100 through 130155, First 5 California disburses 80 percent of Proposition 
10 tobacco tax revenue to county commissions monthly if they have met statutory 
requirements. County commissions receive a portion of the total moneys available to all 
county commissions equal to the percentage of the number of births recorded in the 
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relevant county in proportion to the total number of births recorded in California. Interest 
that accumulates in the County Fund also is disbursed annually to the county 
commissions using this same formula.  
 
First 5 California’s Administrative Services Division (ASD) disburses funds from the six 
State Commission accounts consistent with the directives of the State Commission and 
the Bylaws for the California Children and Families Commission. ASD also maintains 
financial records of disbursements. 
 
The annual financial statement audit of the Fund and related State Commission accounts 
are available on First 5 California’s website. The audit report for FY 2012-13 will be 
available in December 2013. 
 

FY 2012-13 YEAR END SUMMARY 
 
Revenue Collection, Fund Administration, and Adjustments 
 
The total Proposition 10 tobacco tax revenue collected by the BOE in FY 2011-12 (prior 
to BOE adjustments) was $499 million. The total revenue received in FY 2012-13 was 
$481 million, representing a 3.61 percent decrease in revenue from FY 2011-12. 
 
Attachment B provides a comparison of the Proposition 10 revenue projections and 
actual revenue received for the five previous fiscal years. The Department of Finance 
(DOF) projects the tobacco tax revenue annually. As displayed in Attachment B, DOF’s 
projection methodology is conservative and within 5 percent most fiscal years. 
 
In FY 2012-13, the BOE transferred a total of $450,500,957 to the County Fund and six 
State Commission accounts. 
 
The amount of monthly revenue received varies each month of each year. During the first 
and fourth quarters of each year, revenues received are consistently higher than during 
the second and third quarters. The BOE-calculated backfill typically occurs during the 
second quarter.   
 
As represented in Attachment C, the BOE adjustments to the tax revenue are as follows: 

 
• The FY 2012-13 backfill totaled $15 million, a decrease of 9.09 percent from FY 

2011-12. 
 
• Adjustments for BOE operational costs for tax collection and enforcement activities 

totaled $15.8 million, an increase of 0.76 percent from FY 2011-12. 
 

• As displayed in the July financial update, BOE’s administration costs for FY 2012-
13 were projected at $17.1 million. The actual costs ended up being $15.8 million 
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– $1.3 million lower than projected due to reduced personnel costs, resulting from 
state furloughs.  
 

• Also displayed in the July financial update were projected BOE costs for FY 2013-
14 in the amount of $17.6 million. A recent update from BOE displayed projected 
expenditures for FY 2013-14 and FY 2014-15 to be $17.8 million each year. The 
estimated $200,000 increase is due to increased health benefit and retirement 
costs, as well as a 3 percent salary increase for employees who work specifically 
on tobacco tax revenue collection and enforcement. Projected administrative costs 
are normally overstated, however, with the elimination of furloughs this fiscal year 
First 5 California does not anticipate as large of a variance as in previous years. 
 

BOE’s cost allocation plan was received by First 5 California on October 8, 2013. Staff is 
in the process of reviewing the plan, but were not able to complete the review and 
analysis before agenda materials needed to be submitted to the Commission. Copies of 
the plan and a summary will be provided at the January meeting. 
 
Attachment D displays the State Commission’s share of the FY 2012-13 tobacco tax 
revenue available (after backfill and BOE adjustments occur), which totaled $90.1 million, 
and represents a 3.51 percent decrease from FY 2011-12 revenue ($93.4 million). The 
counties’ share, or eighty percent of the total amount available after adjustments, totaled 
$360.4 million. The attachment also shows the projected revenues through FY 2016-17. 
 
Surplus Money Investment Fund Earnings 
 
First 5 California investments consist of cash in excess of current needs on deposit in the 
State Surplus Money Investment Fund (SMIF). The Fund and related State Commission 
accounts participate in the State of California’s Pooled Money Investment Program, 
whereby cash on deposit in the State Treasury determined to be in excess of immediate 
needs is transferred to the SMIF for investment purposes. All earnings derived from 
investment of the SMIF are apportioned to the contributing fund as provided in the 
Government Code. 
 
The rate of interest earned on investment changes regularly and is posted to First 5 
California’s accounts quarterly. As of June 30, 2013, the interest rate was 0.246 percent, 
as reflected in the Yield Rate Charts developed by the State Controllers’ Office located at 
http://www.sco.ca.gov/Files-ARD/smifrate.pdf. 
 
Table 1 provides a summary of SMIF revenue by account beginning with FY 2007-08 
through FY 2012-13. 
 
 
  

http://www.sco.ca.gov/Files-ARD/smifrate.pdf
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TABLE 1 
SMIF Revenue by Account 

 
  FY 07-08 FY 08-09 FY 09-10 FY 10-11 FY 11-12 FY 12-13 
Media  $2,860,932  $1,843,497  $592,458  $184,025  $121,192  $67,787  

Education  $6,119,513  $2,748,882  $653,916  $353,841  $138,253  $113,365  

Child Care  $3,001,928  $1,341,339  $343,215  $173,764  $100,460  $83,929  

Research  $3,518,258  $1,669,417  $455,931  $227,359  $73,942  $47,689  

Administration $1,082,924  $549,629  $157,822  $115,721  $87,788  $66,620  

Unallocated $168,851  $359,669  $176,966  $149,310  $23,001  $35,882  
 
First 5 California received a total of $415,272 in interest earnings during FY 2012-13 for 
all State Commission accounts, representing a decrease of 24 percent from FY 2011-12 
interest earnings ($544,635). First 5 California has seen a 97.5 percent decrease in 
interest earnings from 2007-08, when California started experiencing the latest economic 
downturn. Attachment E shows this dramatic decrease in SMIF funds. With the decrease 
each year in our fund balances and the significant reduction in the interest yield rates, the 
interest earned on First 5 California accounts is relatively minimal. 
 
FY 2012-13 Fund Condition 
 
The Fund and related accounts are classified as “Other Governmental Cost Funds” for 
State of California financial reporting purposes, and defined as special revenue funds 
used to account for revenues restricted by law for specified purposes. Table 2 below 
provides a summary of First 5 California’s Fund Condition as of June 30, 2013. 

 
TABLE 2 

FY 2012-13 Fund Condition Overview 
 

2012-13 Fund Condition 
(Dollars in Millions) 

 Actual 
2012-13 

Prior Year Fund Balance $112 
Revenues and Transfers $91 
 Total Resources Available $203 
Expenditures1 $67 
Ending Fund Balance $136 

 1Includes Accruals and Encumbrances 
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Table 3 shows First 5 California’s adjusted beginning balance, FY 2012-13 year-end 
revenue and expenditure results, and the FY 2012-13 year-end balances by account.  
Each of the following First 5 California accounts ended FY 2012-13 in a positive position. 

 
TABLE 3 

Summary of FY 2012-13 Revenue/Expenditures by Account 
 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

Fund 

FY 2012-13  
Beginning 
Balance 

FY 2012-13 
Revenue 

FY 2012-13 
Expenditures 

FY 2012-13 
Ending Balance 

Mass Media 
Communications 

 
$19,747,151 $27,809,010 $27,336,081 $20,220,080 

Education $21,122,380 $22,638,413 $9,811,793 $33,949,000 
Child Care $24,589,113 $13,598,957 $10,400,535 $27,787,536 
Research and 
Development $12,368,581 $13,562,718 $8,559,386 $17,371,913 
Administration $23,237,336 $4,571,630 $4,969,584 $22,839,380 
Unallocated $10,618,543 $9,045,901 $6,323,106 $13,341,338 

Totals $111,683,104 $91,226,629 $67,400,485 $135,509,247 
 
Total revenue exceeds total expenditures in FY 2012-13 due to the State Commission’s 
hesitation to fund new programs due to the unknown commitment needed for the 
Governor’s budget solutions. Therefore, First 5 California realized an increase in fund 
balance from the previous year. 
 
The Administration Account can only expend funds related to personnel and other 
operating costs to administer the Act. For FY 2012-13, personnel expenditures totaled 
$3,384,839 and general operating expenses and equipment totaled $1,224,824. Pro Rata 
and other State fees for FY 2012-13 totaled $359,922. 
 
Revenue and Expenditure Projections 
 
Attachment F shows the distribution of FY 2013-14 projected revenue for each State 
Commission account. 
 
Attachment G compares revenue and expenditures with two years of actual data from FY 
2011-12 and FY 2012-13, along with three years of projected data through FY 2015-16. 
The projected expenditures displayed in FY 2015-16 are significantly less than previous 
years due to the expiration of the Child Signature Program in June 2015.  
 
Attachment G also illustrates that expenditures exceed revenue when programs are fully 
operational, resulting in a reduction of fund balances. 
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Financial Plan for FY 2012-13 through FY 2015-16 
 
First 5 California’s Financial Plan, Attachment H, is based on actual cash balances for FY 
2012-13 and projected cash balances, estimated revenue, and expenditures for the 
current fiscal year and two budget years. 
 
The Financial Plan is organized by fiscal year and shows the beginning “cash” balances 
available on July 1 of each fiscal year, the obligated full-year expenditures by project, the 
amount of projected current year revenue needed to meet current year obligations for 
each First 5 California account, and the projected year-end balance. A negative number 
showing in the subtotal of any account does not represent an obligation or funding deficit, 
but the amount of funds needed from the current year revenue to meet current year 
obligations.   
 
General Discussion 
 
Revenue is received throughout the year, so First 5 California does not realize the full 
fiscal year total until August or September of the following fiscal year. 
 
First 5 California operates on a cash basis. In order to encumber funds (set aside funds 
for current commitments and obligations of the State Commission), there must be either a 
carryover cash balance sufficient to cover these costs or projected current year revenue 
that would ensure sufficient cash in the given fiscal year to cover the fiscal year 
obligations. 
 
During previous Commission meetings, staff indicated that once a more definite 
expenditure amount to implement a major program could be identified, any remaining 
authority that existed would be reported to the Commission. 
 

• Attachment I – Educare is a public-private partnership with the intent of 
establishing three to four Educare early childhood centers in California. First 5 
California’s commitment of $6 million, $2 million each year from FY 2011-12 to FY 
2013-14, was to support Educare programs and evaluation. There is an estimated 
$5.6 million balance in this program due to delays in implementation. 
 

• Attachment J – Child Signature Program is the continuation of increased access 
and quality enhancement of the Power of Preschool program. Approximately $40.7 
million is remaining in the Commission’s authorization for county grant 
disbursements due to less-than-expected participation in the program.  

 
• Attachment K – CARES Plus Round 2 is a continuation of the original CARES Plus 

program. An estimated $8 million is remaining in the Commission’s authorization 
for county grant disbursements due to less-than-expected participation in the 
program. 
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The potential uses for unallocated balances displayed in Attachments I – K will be 
addressed at the October Commission meeting. 
 
 
Attachments:  

A. Funding Structure 
B. First 5 California Trust Fund Revenue Projections vs. Actuals 
C. Board of Equalization Adjustments 
D. Actual and Projected State Revenue by Fiscal Year 
E. Surplus Money Investment Fund 
F. Fiscal Year 2013-14 Projected First 5 California Revenues by 

Account 
G. State Revenue and Expenditures by Fiscal Year 
H. First 5 California Financial Plan FY 2012-13 through FY 2015-16 
I. Educare Status Report 
J. Child Signature Program Status Report 
K. CARES Plus, Round 2 Status Report 
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