








“Children are one-third of our population and all of our future.” 
Select panel for the Promotion of Child Health 1981 
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Management’s Discussion and Analysis 

For the Year Ended June 30, 2011 
 

In November 1998, voters passed a statewide ballot initiative to add a surtax to 
tobacco products (Proposition 10). The monies collected are to be used to fund 
programs that promote early childhood development, from prenatal to age five. The 
intent is for all California children to be healthy, to live in a healthy and supportive 
environment, and to enter school ready to learn.  
 
The San Luis Obispo County Board of Supervisors created the Children and 
Families Commission of San Luis Obispo County in 1998 under the provisions of 
the California Children and Families Act. The Commission consists of nine 
commissioners appointed by the County Board of Supervisors. The Commission is 
a public entity legally separate and apart from the County.  
 
As management of the Children and Families Commission of San Luis Obispo 
County, we offer readers this overview of the Commission’s financial activities for 
the fiscal year ended June 30, 2011.  
 
Financial Highlights 
 

 The Commission received $2,027,574 from the State of California from 
revenues collected under the California Children and Families Act 
(Proposition 10). The revenue includes an apportionment of $2,026,585 
and $989 in interest. 

 
 During the current fiscal year, the Commission disbursed $1,859,289 in 

grants to contracted service providers, and has designated $3,847,221 to 
be distributed from fiscal year 2011-12 through fiscal year 2013-14. 
 

 The assets of the Children and Families Commission of San Luis 
Obispo County exceeded its liabilities at the close of the current fiscal 
year by $3,847,221 (fund balance). The entire amount is funding 
classified as nonspendable, restricted, committed, and assigned to 
Commission operations and programs. 

 
 An extraordinary item in the amount of $3,770,689 was recorded in 

anticipation of the transfer of funding by June 30, 2012, to the State of 
California as required by Assembly Bill 99. This item significantly 
reduced funding available for future Commission efforts and programs. 
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 As of the close of the current fiscal year, the Children and Families Commission of San Luis 
Obispo County’s governmental funds reported combined ending fund balances of 
$3,847,221, a decrease of $3,694,156, mainly due to the AB 99 recorded liability. Prior to 
recording the AB 99 liability, the change in net assets was an increase of $76,533 as 
opposed to decrease of $12,482 during the prior year.  

 
 
OVERVIEW OF THE FINANCIAL STATEMENTS 
 
This discussion and analysis area is intended to serve as an introduction to the Children and Families 
Commission of San Luis Obispo County’s basic financial statements. The Children and Families 
Commission of San Luis Obispo County’s basic financial statements comprise three components: 1) 
government-wide financial statements, 2) fund financial statements, and 3) notes to the financial 
statements. This report also contains other required supplementary information in addition to the basic 
financial statements. 
 
Government-wide financial statements. The government-wide financial statements are designed to 
provide readers with a broad overview of the Children and Families Commission of San Luis Obispo 
County’s finances, in a manner similar to a private sector business. 
 
The statement of net assets presents information on all of the Children and Families Commission of San 
Luis Obispo County’s assets and liabilities, with the difference between the two reported as net assets.  
 
The statement of activities presents information showing how the Children and Families Commission of 
San Luis Obispo County’s net assets changed during the most recent fiscal year. All changes in net 
assets are reported as soon as the underlying event giving rise to the change occurs, regardless of the 
timing of related cash flow. Thus, revenues and expenses are reported in this statement for some items 
that will only result in cash flows in future fiscal periods (e.g., earned, but unused vacation leave).   
 
Fund financial statements. A fund is a group of related accounts that is used to maintain control over 
resources that have been segregated for specific activities or objectives. The Children and Families 
Commission of San Luis Obispo County, like local governments, uses fund accounting to ensure 
compliance with finance-related legal requirements. Fund financial statements report essentially the 
same functions as those reported in the government-wide financial statements. However, unlike the 
government-wide financial statements, fund financial statements focus on near-term inflows and 
outflows of spendable resources, as well as on balances of spendable resources available at the end of 
the fiscal year.  
 
The Commission adopts an annual appropriated budget for its governmental fund. A budgetary 
comparison statement has been provided for this fund to demonstrate compliance with the budget. 
 
Notes to the financial statements. The notes provide additional information that is essential to a full 
understanding of the data provided in the financial statements. The notes to the financial statements can 
be found on pages 7-13 of this report.  
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Other information. In addition to the basic financial statements and accompanying notes, this report 
also presents certain required supplementary information concerning the Children and Families 
Commission of San Luis Obispo County’s finances. Required supplementary information can be found 
on pages 15-17 of this report.  
 
COMMISSION-WIDE FINANCIAL ANALYSIS 
 
Net assets. Net assets may serve over time as a useful indicator of a Commission’s financial position. 
In the case of the Children and Families Commission of San Luis Obispo County, assets exceeded 
liabilities by $3,847,221 at the close of the most recent fiscal year. However, financial statement users 
need to consider other factors, both financial and non-financial, in assessing the Commission’s financial 
position. These factors include changes in services, changes in state funding, changes in the economy 
and other external factors outside of the Commission’s control (e.g. enacted legislation).  
 
Changes in the Commission’s net assets (in thousands) were as follows: 
 

2010-11 2009-10 Change  %
Current and other assets 8,265$             8,035$              230$           3%
Capital assets -$                    -$                      -$                -       

8,265$             8,035$              230$           3%

Long-term liabilities -$                    -$                      -$                
Other liabilities 647$                494$                 153$           31%
Due to State of California - AB 99 3,771$             -                       3,771$         -       

4,418$             494$                 3,924$         794%

Net assets
Invested in capital assets

net of related debt -$                    -$                      -$                -       
Restricted 3,847$             7,541$              (3,694)$       -49%
Unrestricted -$                    -$                      -$                -       

3,847$             7,541$              (3,694)$       -49%

Total assets

Total liabilities

Total net assets  
 
The most significant portion of the Commission’s net assets is its cash and investments balance ($7.9 
million). This represents resources received from First 5 California from Proposition 10 taxes that have 
not been expended and are committed to future periods and programs through the Commission’s 2011-
15 year sustainability plan. Cash and investments are maintained in the County’s cash and investment 
pool where interest earned on the Commission’s balance is apportioned to the Commission. Another 
source of net assets also resides in the Commission’s receivables due from First 5 California (due from 
other agencies) for Proposition 10 allocations and taxes ($336,025). These receivables represent taxes 
and interest that were allocated by the State but had not been received by the Commission as of June 
30, 2011.  
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The Commission also reports payables of $615,331 primarily representing payments due on grant 
service contracts that had not been expended at year-end. Additionally, the Commission recorded an 
extraordinary liability of $3,770,689 representing the amount owed to the State of California by June 
30, 2012, because of the enactment of Assembly Bill 99. This liability reduced the Commission’s fund 
balance by forty-nine percent (49%). 
 
All net assets are subject to external restrictions on how they may be used.  At the end of the current 
fiscal year, the Children and Families Commission of San Luis Obispo County is able to report a 
positive balance in net assets. The same held true for the prior fiscal year. 
 
Revenues. The Commission receives virtually all of its revenue from the state allocation of Proposition 
10 funds or from interest earned from its investments. In the fiscal year ending June 30, 2011, the 
amount received from the State was a decrease of $89,021 compared to the prior fiscal year. The 
Commission invests its funds in the San Luis Obispo County Treasury, which returned $30,085 in 
interest for fiscal year 2010-11, representing a 40% decrease from the prior fiscal year. 
 
Changes in the Commission’s revenues (in thousands) were as follows: 
 

2010-11 2009-10 Change %
Program revenue
   Prop. 10 allocation 1,858$      1,947$    (89)$        -5%
   Foundation and state 
       matching grants 169$         186$       (17)$        -9%
Other revenue 247$         203$       44$         22%

2,274$      2,336$    (62)$        -3%

General revenue - investment income 30$           50$         (20)$        -40%
2,304$      2,386$    (82)$        -3%

Total program revenue

Total revenue  
 
Total revenue (see above) consisting of  Proposition 10 funds, First 5 California matching revenue,  
other grants, and interest income decreased from $2.39 million to $2.30 million for the year ended June 
30, 2011. The decrease was fundamentally due to a decrease in Proposition 10 allocations, state 
matching grants funds and interest.  The total decrease was partially offset by an increase in grant 
funding from The California Endowment ($165,474) and a donation ($50,000) designated by the donor 
to the School Readiness Initiative.  
 
Expenses. During fiscal year 2010-11 the Commission disbursed $1,859,289 to contracted service 
providers within San Luis Obispo County. This represents a decrease of $248,749 over the prior fiscal 
year. Since services providers invoice the Commission for services performed, the decrease was due to 
a reduction of contract payment requests from outside agencies. 
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Changes in the Commission’s expenses (in thousands) were as follows:  
 
Administrative expenses 2010-11 2009-10 Change %

 $                154  $                   162 (8)           -5%

33 32 1             3%

181 187 (6)           -3%

666 595 71           12%

254 297 (43)          -14%

228 280 (52)          -19%

143 153 (10)          -7%

517 662 (145)        -22%

1 1 -             0%

25 22 3             14%

26 8 18           225%

 $             2,228  $                2,399 (171)        -7%

   Oral Health Initiative

   Direct Services

   Kits for New Parents

   Evaluation

   Other Program Expenses 

 Total expenses

   Rent and utilities

Program Expenses

   Program Related Admn.

   School Readiness

   Children's Health Initiative

   Perinatal Outreach Initiative

   Services and Supplies

 
  
Total expenditures were $2.23 million, a decrease of $171,249 from the prior fiscal year. There was a 
decrease of eight percent (8%) in contract payments to outside agencies, with the largest percentage of 
decrease in Direct Services, the Children’s Health Initiative and the Perinatal Outreach Initiative. 
School Readiness Initiative expenditures increased by 12%. The increase in Other Program Expense is 
mainly due to the costs incurred during the development of the Commission’s new 2011-15 Strategic 
Plan. For all of the the fiscal year, the Commission employed its staff and purchased professional 
services directly, which resulted in a decrease in overall administrative expense of three percent (3%).  
 
Capital assets. At the beginning of the current fiscal year the Commission had $0 in net capital assets. 
There were no capital assets purchased in Fiscal Year 2010-2011. 
 
Requests for information.  This financial report is designed to provide a general overview of the 
Children and Families Commission of San Luis Obispo County’s finances for all those with an interest 
in its finances. Questions concerning any of the information provided in this report or requests for 
additional information should be addressed to: Children and Families Commission of San Luis Obispo 
County, 3220 South Higuera St., Suite 232, San Luis Obispo, CA 93401 
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Program Expenses:
Services and supplies 154,366$       
Rent and utilities 33,184           
Program related administration 180,969         
School Readiness program coordination 46,988           
School Readiness evaluation 9,988             
School Readiness - Georgia Brown 293,237         
School Readiness - Oceano program 313,997         
School Readiness - Raising a Reader 625                
Children's Health Initiative 254,362         
Perinatal Outreach Initiative 227,661         
Oral Health Initiative 143,465         
Direct services 517,114         
Kits for New Parents 1,240             
Evaluation - general 24,524           
Other Program Expense 26,088           

Total Program Expenses 2,227,808      

Program Revenues:
Operating grants and contributions:

Proposition 10 apportionment 1,857,282      
Proposition 10 School Readiness 119,303         
Proposition 10 School Readiness coordination 50,000           
Proposition 10 surplus investment fund 989                
Medical Administrative (MAA) 30,208         
The California Endowment Grant 165,474         
Other revenue 51,000           

Total Program Revenues 2,274,256      

Net Program Revenues (Expenses) 46,448           

General Revenues:
Investment income 30,085           

Change in Net Assets prior to extraordinary item 76,533           

Extraordinary Item:
Transfer to State of California - Assembly Bill 99 (3,770,689)     

Change in Net Assets after extraordinary item (3,694,156)     

Net Assets, Beginning of Year 7,541,377      

Net Assets, End of Year 3,847,221$   
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The accompanying notes are an integral part of the financial statements












































