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Board of Commissions
Children and Families Commission of San Luis Obispo County

San Luis Obispo, California

My audit was conducted for the purpose of forming opinions on the financial statements that collectively
comprise the Children and Families Commission of San Luis Obispo County’s basic financial statements.
The summary statement and schedules listed in the table of contents are presented for purposes of
additional analysis and are not a required part of the basic financial statements. Such information has been
subjected to the auditing procedures applied in the audit of the basic financial statements and, in my opinion,
is fairly stated in all material respects in relation to the basic financial statements taken as a whole.

CROSBY COMPANY
Certified Public Accountant

September 20, 2011



“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.

3220 South Higuera Street e Suite 232 e San Luis Obispo e CA e 93401-6985
Phone 805-781-4058 e Fax 805-788-2365



Children and Families Commission of San Luis Obispo County
Management’s Discussion and Analysis
For the Year Ended June 30, 2011

= 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.

-ii-



Children and Families Commission of San Luis Obispo County
Management’s Discussion and Analysis
For the Year Ended June 30, 2011

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 $ - $ - $ - -
Total 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 -
Total liabilities $ 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 $ - $ - $ - -
Total net assets $ 3,847 $ 7,541 $ (3,694) -49%

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.



Children and Families Commission of San Luis Obispo County
Management’s Discussion and Analysis
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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%
Total program revenue $ 2,274 $ 2,336 $ (62) -3%

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

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.

-iv-



Children and Families Commission of San Luis Obispo County
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Changes in the Commission’s expenses (in thousands) were as follows:

Administrative expenses 2010-11 2009-10 Change %
Services and Supplies $ 154 $ 162 (8) -5%
Rent and utilities 33 32 1 3%

Program Expenses

Program Related Admn. 181 187 (6) -3%
School Readiness 666 595 71 12%
Children's Health Initiative 254 297 (43) -14%
Perinatal Outreach Initiative 228 280 (52) -19%
Oral Health Initiative 143 153 (10) -7%
Direct Services 517 662 (145) -22%
Kits for New Parents 1 1 - 0%
Evaluation 25 22 3 14%
Other Program Expenses 26 8 18 225%

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

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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CHILDREN AND FAMILIES COMMISSION OF SAN LUIS OBISPO COUNTY

STATEMENT OF NET ASSETS
June 30, 2011

ASSETS
Cash in County treasury $ 7,921,965
Due from other agencies 336,025
Prepaid expenses 2,776
Deposits 3,777
Total assets 8,264,543
LIABILITIES
Accounts payable 615,331
Trust deposits 31,302
Due to State of California - Assembly Bill 99 3,770,689
Total liabilities 4,417,322
NET ASSETS
Restricted 3,847,221
Total net assets $ 3,847,221

The accompanying notes are an integral part of the financial statements
-2-



CHILDREN AND FAMILIES COMMISSION OF SAN LUIS OBISPO COUNTY

STATEMENT OF ACTIVITIES
For the Year Ended June 30, 2011

Program Expenses:
Services and supplies
Rent and utilities
Program related administration
School Readiness program coordination
School Readiness evaluation
School Readiness - Georgia Brown
School Readiness - Oceano program
School Readiness - Raising a Reader
Children's Health Initiative
Perinatal Outreach Initiative
Oral Health Initiative
Direct services
Kits for New Parents
Evaluation - general
Other Program Expense

Total Program Expenses

Program Revenues:

Operating grants and contributions:
Proposition 10 apportionment
Proposition 10 School Readiness
Proposition 10 School Readiness coordination
Proposition 10 surplus investment fund
Medical Administrative (MAA)

The California Endowment Grant
Other revenue

Total Program Revenues

Net Program Revenues (Expenses)

General Revenues:
Investment income

Change in Net Assets prior to extraordinary item

Extraordinary Item:
Transfer to State of California - Assembly Bill 99

Change in Net Assets after extraordinary item
Net Assets, Beginning of Year

Net Assets, End of Year

The accompanying notes are an integral part of the financial statements
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154,366
33,184
180,969
46,988
9,988
293,237
313,997
625
254,362
227,661
143,465
517,114
1,240
24,524
26,088

2,227,808

1,857,282
119,303
50,000
989
30,208
165,474
51,000

2,274,256

46,448

30,085

76,533

(3,770,689)

(3,694,156)

7,541,377

$ 3,847,221
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CHILDREN AND FAMILIES COMMISSION OF SAN LUIS OBISPO COUNTY

BALANCE SHEET

ASSETS

Cash in County treasury
Due from other agencies
Prepaid expenses
Deposits

Total assets

LIABILITIES AND FUND BALANCES

Liabilities:
Accounts payable
Trust deposits
Due to State of California - Assembly Bill 99

Total liabilities
Fund balances:
Nonspendable
Restricted
Committed
Assigned

Total fund balances

Total liabilities and fund balances

The accompanying notes are an integral part of the financial statements

June 30, 2011
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$ 7,921,965
336,025
2,776

3,777

$ 8,264,543

$ 615331
31,302
3,770,689

4,417,322

6,553
122,145
3,546,859
171,664

3,847,221

$ 8,264,543




CHILDREN AND FAMILIES COMMISSION OF SAN LUIS OBISPO COUNTY

Revenues:

STATEMENT OF REVENUES, EXPENDITURES AND

CHANGE IN FUND BALANCE
For the Year Ended June 30, 2011

Proposition 10 apportionment

Proposition 10 School Readiness

Proposition 10 School Readiness coordination
Proposition 10 surplus investment fund
Medical Administrative (MAA)

The California Endowment Grant

Other revenue

Investment income

Total revenues

Expenditures:

Services and supplies

Rent and utilities

Program related administration
School Readiness program coordination
School Readiness evaluation

School Readiness - Georgia Brown
School Readiness - Oceano program
School Readiness - Raising a Reader
Children's Health Initiative

Perinatal Outreach Initiative

Oral Health Initiative

Direct services

Kits for New Parents

Evaluation - general

Other Program Expense

Total expenditures

$ 1,857,282
119,303
50,000

989

30,208
165,474
51,000
30,085

2,304,341

154,366
33,184
180,969
46,988
9,988
293,237
313,997
625
254,362
227,661
143,465
517,114
1,240
24,524
26,088

2,227,808

Excess of revenues over expenses prior to extraordinary item

Extraordinary item:

Transfer to State of California - Assembly Bill 99

Excess of expenditures after extraordinary item

Fund balance at beginning of year

Fund balance at end of year

The accompanying notes are an integral part of the financial statements
-B-

76,533

(3,770,689)

(3,694,156)

7,541,377

$ 3,847,221




CHILDREN AND FAMILIES COMMISSION OF SAN LUIS OBISPO COUNTY
NOTES TO THE FINANCIAL STATEMENTS
June 30, 2011

NOTE 1: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Reporting Entity

The Children and Families Commission of San Luis Obispo County (the Commission) was
established on December 15, 1998 pursuant to Health and Safety Code §130140. The
Commission was also established in accordance with the provisions of the California Children
and Families First Act of 1998 and by San Luis Obispo County Ordinances 2846, 2868, and
2886. The San Luis Obispo County Board of Supervisors appoints the nine members of the
Commission.

The Commission is responsible for the creation and implementation of a comprehensive,
collaborative, and integrated system of information and services to enhance early childhood
development.

The Commission includes all activities (operations of its administrative staff and commission
officers) considered to be a part of the Commission. The Commission reviewed the criteria
developed by the Governmental Accounting Standards Board (GASB) in its issuance of
Statement No. 14, relating to the financial reporting entity to determine whether the Commission
is financially accountable for other entities. The Commission has determined that no other
outside entity meets the above criteria, and therefore, no agency has been included as a
component unit in the financial statements. In addition, the Commission is not aware of any
entity that would be financially accountable for the Commission that would result in the
Commission being considered a component unit of that entity.

The financial statements included in this report are intended to present the financial position and
results of operations of only the Commission. They are not intended to present the financial
position and results of operations of the County of San Luis Obispo taken as a whole.

Basis of Accounting
Government-Wide Statements — The statement of net assets and statement of activities display

information about the primary government (the Commission). These statements include
financial activities of the overall Commission.

The statement of activities presents a comparison between direct expenses and program
revenues for the Commission’s governmental activity. Direct expenses are those that are
specifically associated with the Commission.  Program revenues include grants and
contributions that are restricted to meeting the operational or capital requirements of the
Commission. Revenues that are not classified as program revenues, including investment
income, are presented instead as general revenues.

The government-wide financial statements are reported using the economic resources
measurement focus and the accrual basis of accounting. Revenues are recorded when earned

See Auditor’s report
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CHILDREN AND FAMILIES COMMISSION OF SAN LUIS OBISPO COUNTY
NOTES TO THE FINANCIAL STATEMENTS
June 30, 2011

NOTE 1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

and expenses are recorded at the time liabilities are incurred, regardless of when the related
cash flows take place.

When both restricted and unrestricted net assets are available, restricted resources are used
only after the unrestricted resources are depleted.

Fund Financial Statements - Separate financial statements are provided for the governmental
funds. The governmental fund financial statements 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 to finance expenditures of
the current period. Proposition 10 taxes and investment income are accrued when their receipt
occurs within ninety days after the end of the accounting period so as to be both measurable
and available. All receivables are expected to be collected within the current vyear.
Expenditures are generally recorded when a liability is incurred, as under accrual accounting.

Nonexchange transactions, in which the Commission gives (or receives) value without directly
receiving (or giving) value in exchange, include sales taxes, grants, entitlements and
donations. On a modified accrual basis, revenues from sales taxes are recognized when the
underlying transactions take place and have met the availability criteria. Revenues from
grants, entitlements and donations are recognized in the fiscal year in which all eligibility
requirements have been satisfied.

The Commission reports the following major governmental fund:

e The General Fund is the Commission’s primary operating fund. It accounts for all
financial resources of the general government.

Due from Other Agencies

These amounts represent receivable from other local governments. Management has
determined the Commission's receivables are fully collectible. Accordingly, zero allowance for
doubtful accounts has been made.

Net Assets

The government-wide activities fund financial statements utilize a net assets presentation. Net
assets are categorized as invested capital assets (net of related debt), restricted and
unrestricted.

e Restricted Net Assets — This category presents external restrictions imposed by
creditors, grantors, contributors or laws or regulations of other governments and
restrictions imposed by law through constitutional provisions or enabling legislation. The
Commission only has restricted funds.

See Auditor’s report
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CHILDREN AND FAMILIES COMMISSION OF SAN LUIS OBISPO COUNTY
NOTES TO THE FINANCIAL STATEMENTS
June 30, 2011

NOTE 1: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

Fund Balances

Fund balance is displayed in the following classifications depicting the relative strength of the
spending constraints placed on the purposes for which resources can be used:

* Nonspendable fund balance — amounts that are not in a spendable form are required
to be maintained intact.

» Restricted fund balance — amounts constrained to specific purposes by their providers,
through constitutional provisions, or by enabling legislation.

o Committed fund balance — amounts constrained to specific purposes by a government
itself, using its highest level of decision-making authority; to be reported as committed,
amounts cannot be used for any other purpose unless the government takes the same
highest-level action to remove or change the constraint.

e Assigned fund balance — amounts a government intends to use for a specific purpose;
intent can be expressed by the governing body or by an official or body to which the
governing body delegates the authority.

Fund balance classifications at June 30, 2011 are as follows:

Description Amount
Nonspendable:
Prepaid Expenses $ 2,776
Deposits 3,777
Total Nonspendable Fund Balance 6,553
Restricted:
MAA Audit Reserve 100,000
Donor Restricted 22,145
Total Restricted Fund Balance 122,145
Committed:
Provider Contracts 2,981,471
Facility Lease 74,489
Specified Projects 490,899
Total Committed Fund Balance 3,546,859
Assigned: :
Baseline Evaluation 71,664
Systems Change/Policy Efforts 100,000
Total Assigned Fund Balance 171,664
Total Fund Balance $ 3,847,221

See Auditor’s report
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CHILDREN AND FAMILIES COMMISSION OF SAN LUIS OBISPO COUNTY
NOTES TO THE FINANCIAL STATEMENTS
June 30, 2011

NOTE 1: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

Use of Estimates
The preparation of financial statements in conformity with generally accepted accounting

principles requires management to make estimates and assumptions that affect certain
reported amounts and disclosures. Actual results could differ from those estimates.

NOTE 2: CASH AND CASH EQUIVALENTS

The values of cash and cash equivalents at June 30, 2011 are summarized as follows:

Cash in County Treasury » N $ 7,913,465

The Commission maintains all of its cash and investments with the San Luis Obispo County
Treasurer in an investment pool. On a quarterly basis the Treasurer allocates interest to
participants based upon their average daily balances. 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 San Luis Obispo's financial
statements may be obtained by contacting the County of San Luis Obispo Auditor-Controller's
office at County Government Center, Room 300, San Luis Obispo, CA 93408. The San Luis
Obispo County Treasury Oversight Committee oversees the Treasurer's investments and
policies.

Required disclosures for the Commission's deposit and investment risks at June 30, 2011,
were as follows:

Credit risk Not rated
Custodial risk Not applicable
Concentration of credit risk Not applicable
Interest rate risk Not available

Investments held in the County's investment pool are available on demand and are stated at
cost plus accrued interest, which approximates fair value.

NOTE 3: SECTION 30131.4 OF THE CALIFORNIA TAX & REVENUE CODE CERTIFICATION

The Commission has certified that the supplant requirement stated in Section 30131.4 of the
California Tax & Revenue Code has been met.

See Auditor’s report
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CHILDREN AND FAMILIES COMMISSION OF SAN LUIS OBISPO COUNTY
NOTES TO THE FINANCIAL STATEMENTS
June 30, 2011

NOTE 4: POLICY ON USE OF FUNDS

The Commission has adopted the policy to use the state funds that it receives for the School
Readiness Program first before using the Commission match funds.

NOTE 5: PROGRAM EVALUATION

The Commission spent $34,512 on program evaluation during the fiscal year ended June 30,
2011.

NOTE 6: INSURANCE AND RISK OF LOSS

The Commission is exposed to various risks of loss related to general liability and workers'
compensation. The Commission is covered by various commercial insurance policies and
does not participate in a public entity risk pool.

NOTE 7: SUBSEQUENT COMMITMENTS

The Commission leases office space under a five year operating lease, effective August 1, 2008.
The lease calls for increases of 5% of the preceding month after each twelve-month period. The
remaining annual requirements to fulfill the lease commitment are as follows:

2012 $ 34,843
2013 36,585
2014 3,061
Total $ 74,489

There is an option to renew the lease for three additional two-year periods following expiration of the
initial term.

NOTE 8: CONTINGENT LIABILITIES

The Commission receives funding from the State of California Proposition 10, the Children
and Families First Act, to fund programs that promote, support, and improve the early
development of children from prenatal through age five. These programs must be in
compliance with applicable laws and may be subject to financial and compliance audits by the
State. The amount, if any, of expenditures which may be disallowed by the State cannot be

determined at this time, although the County's management does not expect such amounts, if
any, to be material.

See Auditor’s report
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CHILDREN AND FAMILIES COMMISSION OF SAN LUIS OBISPO COUNTY
NOTES TO THE FINANCIAL STATEMENTS
June 30, 2011

NOTE 9: BUDGET AND BUDGETARY ACCOUNTING

The Commission prepares and legally adopts a final budget on or before June 30™ of each fiscal
year. The Commission’s operations, commencing July 1%, is governed by the proposed budget
adopted by the Board of Commissioners in June of the prior year.

After the budget is approved, the appropriations can be added to, subtracted from, or changed only
by a Commission resolution. All such changes must be within the revenues and reserves
estimated as available in the final budget or within revised revenue estimates as approved by the
Commission.

An operating budget is adopted each fiscal year on the modified accrual basis. Additionally,
encumbrance accounting is utilized to assure effective budgetary control. Encumbrances
outstanding at year-end represent the estimated amount of the expenditures ultimately to result the
unperformed contracts in process at year-end are completed or purchase commitments satisfied.
Such year-end encumbrances are reported as reservations of fund balances and do not constitute
expenditures or liabilities because the commitments will be honored during the subsequent year
and included in the subsequent year’s budget. Unencumbered appropriations lapse at year-end.

The legal level of budgetary control (the level on which expenditures may not legally exceed
appropriations) is at the object level. Object levels of expenditures are as follows: salaries and
benefits, services and supplies, and capital outlay.

The budget is adopted on a basis consistent with generally accepted accounting principles.

NOTE 10: EXTRAORDINARY ITEM

On March 24, 2011 California Assembly Bill 99 (AB99) was enacted. AB99 requires the transfer of
$950 million from the combined balances of all the county Children and Families Trust Funds to
the State of California Children and Families Health and Human Services Fund. A transfer, totaling
$3,770,689, from First 5 San Luis Obispo County will be required by June 30, 2012.

Subsequent to the enactment of AB99, several county Commissions filed a lawsuit against the
State of California claiming that AB99 is unconstitutional. The outcome of this lawsuit has not been
determined as of the date of this financial statement audit report.

See Auditor’s report
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CHILDREN AND FAMILIES COMMISSION OF SAN LUIS OBISPO COUNTY
NOTES TO THE FINANCIAL STATEMENTS
June 30, 2011

NOTE 11: PENSION PLAN

The Children and Families Commission of San Luis Obispo County (the Commission)
contributes to the California Public Employees Retirement System (CalPERS), an agent
multiple-employer public employee defined benefit pension plan. CalPERS provides retirement
and disability benefits, annual cost-of-living adjustment, and death benefits to plan members and
beneficiaries. CalPERS acts as a common investment and administrative agent for participating
public entities within the State of California. Benefit provisions and all other requirements are
established by State statute and Commission resolutions. Copies of CalPERS’ annual financial
report may be obtained from their Executive Office (400 P Street, Sacramento, CA 95814).

The actuarial methods and assumptions used are those adopted by the CalPERS Board of
Administration. The Commission is required to contribute at an actuarially determined rate of
11.275% for Commission participants of their annual covered salary, for the current fiscal year.
The contribution requirements of plan'members and the Commission are established and may
be amended by CalPERS.

The annual CalPERS employer pension cost, for the year ended June 30, 2011 was $24,029,
and was equal to the Commission’s required and actual contributions. Actuarial information
concerning this pension plan is now combined with several other smaller government entities,
actuarial assumptions and the three year trend information has not been made available to the
Commission.

See Auditor’s report
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CHILDREN AND FAMILIES COMMISSION OF SAN LUIS OBISPO COUNTY
STATEMENT OF REVENUES, EXPENDITURES AND

CHANGE IN FUND BALANCE
Budget and Actual
For the Year Ended June 30, 2011

Variance
Budgeted Amounts With Final
Budget
Positive
Original Final Actual (Negative)
Revenues:
Proposition 10 apportionment $ 1,857,111 $ 1,857,111 $ 1,857,282 $ 171
Proposition 10 School Readiness 119,303 119,303 119,303 -
Proposition 10 School Readiness
coordination 50,000 50,000 50,000 -
Proposition 10 surplus investment fund - - 989 989
Medical Administrative (MAA) 40,000 40,000 30,208 (9,792)
The California Endowment Grant - - 165,474 165,474
Other revenue : - - 51,000 51,000
Investment income 122,432 122,432 30,085 (92,347)
Total revenues 2,188,846 2,188,846 2,304,341 115,495
Expenditures:
Services and supplies 215,289 229,121 154,366 74,755
Rent and utilities 31,727 33,313 33,184 129
Program related administration 208,953 193,535 180,969 12,566
School Readiness program coordination 35,000 77,402 46,988 30,414
School Readiness evaluation 10,645 10,597 9,988 609
School Readiness - Georgia Brown 332,918 594,110 293,237 300,873
School Readiness - Oceano program 332,918 370,496 313,997 56,499
School Readiness - Raising a Reader - - 625 (625)
Children's Health Initiative 390,755 484,033 254,362 229,671
Perinatal Outreach Initiative 380,000 280,000 227,661 52,339
Oral Health Initiative 280,000 488,143 143,465 344,678
Direct services 678,554 695,354 517,114 178,240
Kits for New Parents - - 1,240 (1,240)
Emerging Needs Fund 325,000 - - -
Evaluation - general 36,375 26,375 24,524 1,851
Other Program Expense 50,000 117,072 26,088 90,984
Total expenditures 3,308,134 3,599,551 2,227,808 1,371,743
Excess of revenues over (under) prior to
extraordinary item $ (1,119,288)| | $ (1,410,705) 76,533 $ 1,487,238
Extraordinary item:
Transfer to State of California - Assembly Bill 99 - - (3,770,689) (3,770,689)
Excess of expenditures after extraordinary item | $ (1,119,288)| | $ (1,410,705)| | $ (3,694,156)| | $ (2,283,451)
Fund balance at beginning of year 7,541,377
Fund balance at end of year $ 3,847,221

The accompanying notes are an integral part of the financial statements
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CHILDREN AND FAMILIES COMMISSION OF SAN LUIS OBISPO COUNTY

SCHEDULE OF EXPENDITURES BY FUND SOURCE AND

NET ASSETS OF CCFC FUNDS FOR FIRST 5 PROGRAMS AND ACTIVITIES
For the Year Ended June 30, 2011

Revenue Net Assets Net Assets
CCFC Change in Beginning End
Funds Expenditures Net Assets of Year of Year
School Readiness Program CCFC Program Funds $ 119,303 $ 119,303 $ - $ (4,367) $ (4,367)
Paso Match/Oceano/Raising a Reader County, Local Funds $ 488,556 488,556 -
SR Coordination Funds CCFC Funds 50,000 56,976 (6,976) (12,798) (19,774)
Total CCFC Funds CCFC Funds $ 657,859 $ 664,835 $ (6,976) $ (17,165) $  (24,141)

(1) CCFC reimburses a specified portion of program expenditures

The accompanying notes are an integral part of the financial statements
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Board of Commissions
Children and Families Commission of San Luis Obispo County
San Luis Obispo, California

This report is intended solely for the information and use of the County Board of Supervisors, the County
Commission, the State Commission, the State Controller's Office, federal agencies and pass-through entities and
is not intended to be and should not be used by anyone other than these specified parties. However, this report is
a matter of public record and its distribution is not limited.

@w’/&ﬂ@ A

CROSBY COMPANY
Certified Public Accountant

September 20, 2011
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Board of Commissions
Children and Families Commission of San Luis Obispo County
San Luis Obispo, California

In my opinion, Children and Families Commission of San Luis Obispo County complied, in all material respects,
with the compliance requirements referred to above that are applicable to the statutory requirements listed above
for the year ended June 30, 2011.

This report is intended solely for the information of the County Board of Supervisors, the County Commission, the
State Commission, and the State Controller's Office and is not intended to be and should not be used by anyone

other than these specified parties. However, this report is a matter of public record and its distributions is not
limited.

(Cli%s (7@/[7 CPr

CROSBY COMPANY
Certified Public Accountant

September 20, 2011
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CHILDREN AND FAMILIES COMMISSION OF SAN LUIS OBISPO COUNTY

BOARD OF COMMISSIONS
June 30, 2011

COMMISSIONERS

NAME
Julian Crocker, Chairperson,
Superintendent, County Office of Education

Don Dennison, Vice-Chairperson,
Children’s Services Network

Penny Borenstein,
Health Officer, Health Agency Director, County of San Luis Obispo

Bruce Gibson,
Board of Supervisors, County of San Luis Obispo

Michael McNerney,
San Luis Obispo County Medical Association

Rosalinda Rodriguez,
Representative at Large

Janet Murphy,
Representative at Large

Melinda Sokolowski,
San Luis Obispo County Child Care Planning Council

Tracy Buckingham,
Assistant Director, Department of Social Services, County of San Luis Obispo
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