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Since 1999, First 5 Napa County Children and Families Commission has invested over $15 million in resources to support a comprehensive system of services to keep our community’s young children physically and emotionally healthy, ready to learn and able to achieve their greatest potential.  The Commission believes that supporting the first 5 years of life helps establish the strong foundations for the future of our children. To provide the children of Napa County with the best possible start, First 5 Napa will continue to support our community by acting as a convener, facilitator and funder. 
Planning at First 5 Napa County is part of an ongoing process to ensure that the budget and funding decisions support the needs of children 0-5 and their families. The primary planning tools; the Community Plan and this Financial Plan are used together to make decisions about how to distribute funds in the community. Program evaluation and fiscal accountability inform the updates of both the Community Plan and the Financial Plan. 
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This Five-Year Financial Plan covers the period from FY 2011-2012 to FY 2015-2016.  It highlights the Commission’s financial plan objectives and assumptions regarding revenue and expenditures for the next five years.  In addition to projected revenues, the Financial Plan provides detail of projected spending patterns and financial management and accountability. The Financial Plan also provides the framework for implementing the annual budget. 
Financial Plan Objectives 
The Commission has identified the following specific objectives in developing its plan:  
· Distribute maximum possible funding for community programs through grants and sponsorships;
· Maintain a fund balance adequate to support the six months planned expenditures; 
· Address continually declining revenues;
· Continue to provide administrative support to facilitate and convene community groups to encourage systems integration; 

· Allow for flexibility through annual updates as necessary

Revenue Assumptions
There were several assumptions utilized in the development of the Five Year Financial Plan.  Changes in any one of these assumptions may have a direct or indirect impact on fiscal considerations and the Plan.  
The Commission’s annual revenue forecast is driven by the following factors: 

· total tobacco tax sale revenue available to California counties

· Napa County’s share of statewide births

· matching grants from First 5 California

· interest earnings

Tax Revenue: Changes in the amount of revenue generated by tax tobacco sales is somewhat unpredictable and based on a variety of social, economic and political factors. The projected rate of decline used in this plan is 3% that First 5 California uses in long term forecasting. Tax revenue is impacted by the reduction in tobacco sales statewide due to reduced level of tobacco use and increased level of non taxed tobacco sales through internet purchasing. Revenue is also impacted by the amount that the Board of Equalization reserves for administrative costs and Proposition 99 backfill as required by statute. 
Birth Rate: First 5 funding is allocated to the county based on local birth rate as a percentage of the statewide birthrate. Since the inception of Prop 10 funding, the birth rate of Napa County has slowly risen which offset the decline in tobacco tax sales revenue
Matching Funds: First 5 Napa has in the past received revenues through matching fund contracts with First 5 California. Currently, First 5 Napa is receiving matching funds from First 5 California’s CARES Plus initiative. 

Interest: Annual interest earnings are assumed at 2%. This rate is provided by the Napa County Auditor’s office and it is assumed to be a conservative factor. The interest accrued is directly related to the fund balance and the revenues received. 
Other Significant Changes:
· Since 1999, the State Commission has provided an annual augmentation to support small county operations recognizing that small counties must use a proportionately great share of their tax revenues to provide basic operations and to meet statutory requirements. Due to a revision of the allocation formula, the small county augmentation (approximately $50,000) for First 5 Napa ended June 2011. 
· The economy of the state of California has experienced a drastic downturn in revenues that is expected to last as long as five years. The state is currently facing a $25 billion deficit.  Several legislative attempts and a ballot proposition in spring 2009 were attempts to use Proposition 10 revenues to fund other state health and human service programs for children through age 5. In 2011, AB 99 was passed by the California legislature that amends Prop 10 language and requires county and state First 5 Commissions to deposit $1 billion of current fund balances into the Children and Families Health and Human Services Fund in the State Treasury. Several county commissions filed a lawsuit challenging the legality of AB 99. Due to First 5 Napa’s low fund balance, it appears that the Commission will not be part of AB 99 mandate. It is unclear at the time of the development of the Financial Plan the status of that lawsuit and any outcomes for First 5 statewide. 
Expenditure Forecasts
     The Commission annual expenditures are driven by the following factors: 
· maintain a very lean staffing structure with use of outside consultants as needed for specific projects; 
· distribute maximum possible funding annually through grants and sponsorships in accordance with First 5 Napa’s Community Plan 2011-2016;
· maintain a ceiling of 18% of the approved annual budget that may be spent on administrative activities which included all expenses other than grants and sponsorships;
· operating costs are calculated at an annual increase of approximately 4%;
· due to decreasing fund balance and revenue, administrative and staffing expenses may need to be decreased starting in 2013.

The table below shows the committed and projected spending plan for 2011 to 2016.  This plan in to be reviewed annually and subject to change. 
	First 5 Napa
2011-2016 Spending Plan

	 
	 
	2011-2012
	2012-2013
	2013-2014
	2014-2015
	2015-2016

	Revenue (Source of Funds)
	 
	 
	 
	 
	 

	 
	Annual Projected Allocations (First 5 CA)
	1,122,811 
	1,092,220 
	1,070,707 
	1,047,696 
	1,009,075

	 
	CARES Plus State Match 
	50,000 
	50,000 
	 
	 
	 

	Subtotal Revenue
	1,172,811 
	1,142,220 
	1,070,707 
	1,042,075 
	1,009,075

	 
	Interest Earnings (First 5 CA and Local)
	20,000 
	20,000 
	20,000 
	20,000 
	20,000

	 
	Other Revenue
	0 
	0 
	0 
	0 
	0

	Total Revenue
	1,192,811 
	1,162,220 
	1,090,707 
	1,062,075 
	1,029,075

	Program Expenses
	 
	 
	 
	 
	 

	 
	Prop 10 Grants 
	850,000 
	850,000 
	800,000 
	800,000 
	750,000 

	 
	Sponsorships
	70,000 
	70,000 
	70,000 
	65,000 
	65,000

	 
	CARES Plus 
	96,000 
	96,000 
	 
	 
	 

	 
	Salaries & Benefits - Evaluation 
	47,625 
	49,720 
	51,908 
	48,000 
	48,000 

	 
	Salaries & Benefits - Program 
	55,732 
	58,184 
	60,744 
	58,000 
	58,000 

	Program Expenses Total 
	1,119,357 
	1,123,904 
	982,652 
	971,000 
	921,000

	 
	Salaries and Benefits - Administration 
	55,732 
	58,184 
	60,744 
	58,000 
	58,000

	 
	Services, Supplies and Rent
	136,990 
	141,510 
	125,000 
	125,000 
	120,000

	Subtotal Administration Expense
	192,722 
	199,694 
	185,744 
	183,000 
	178,000

	 
	
	 
	 
	 
	 
	 

	Total Expenses
	1,312,079 
	1,323,598 
	1,168,396 
	1,154,000 
	1,099,000

	Add or (Use) Fund Balance
	(119,268)
	(161,378)
	(77,689)
	(91,925)
	(69,925)

	Beginning Reserve Fund Balance
	880,557 
	761,289 
	599,911 
	522,222 
	430,297 

	Ending Fund Balance including Reserve Fund
	761,289 
	599,911 
	522,222 
	430,297 
	360,372 


Fund Balance
It is the intent of the First 5 Commission to maintain a minimal fund balance to protect against potential diminished or interrupted Proposition 10 revenues and other emergent needs. The fund balance, in the event of interrupted or termination of revenue will provide for six months of operating expenses. The remaining fund balance would be used to provide bridge funding, as determined, for current grantees as they secure other support. 

Projected Administrative Costs
The First 5 Napa shall use the most recent definition in the First 5 Financial Management Guide to define administrative functions.  The definition will be consistent with the guidelines issued by the First 5 California Children and Families Commission that state: 

Administrative costs are defined as costs incurred in support of the general management and administration of a First 5 Commission for a common or joint purpose that benefits more than one cost objective (other than evaluation activities) and/or those costs not readily assignable to a specifically benefited cost objective.   
Administrative costs may include commission support (meetings, recruitment, committee work), fiscal management, state/local government monitoring/participation, public relations, general administration (office support, staff management), management staff, support staff salary and benefits, contract management, performance monitoring, staff training and travel costs, and other direct/indirect costs necessary to support operations and facilitate the goals and objectives of the Commission.  

An Administrative Cost Policy was adopted by the Commission on March 27, 2006.  Based on an analysis of the Commission’s spending needs and best practice in government finance, the limit on the percentage of the annual operating budget that may be spent on administrative functions is 18%.  
Administrative Cost Monitoring and Reporting:  The Napa County Auditor–Controller, through an annual contract with the Commission, will be responsible for establishing, within the accounting and reporting system, a methodology for tracking and reporting administrative, program, and evaluation costs. The Executive Director and the Napa County Auditor – Controller shall be responsible for presenting to the Commission on a quarterly basis, a breakdown of administrative costs by line item and as a percentage of the operating budget.  This information will ensure compliance with the administrative cost limit policy and will also be used to help guide future budgeting decisions.  
Financial Accountability
The Five-Year Financial Plan shall be reviewed by the Commission annually and becomes effective immediately upon approval by the Commission.  
Financial reports shall be provided to the Commission on a monthly, quarterly and annual basis to assist members and staff in evaluating the effective use of First 5 Funding.  Quarterly and annual financial reports document organization revenue, expenses, grant funds expended, committed and uncommitted fund balances, and as applicable, reserve fund interest earnings.  Through a contract, the County of Napa Auditor-Controller’s office provides the Commission’s fiscal administration.  The Auditor Controller and First 5 staff will manage assets consistent with accepted fiscal accounting control policies and procedures.
All funded program evaluation activities are performed by the Evaluation Manager at First 5 Napa. The EM works with grantees to develop evaluation plans and report evaluation plans and findings to the full Commission. Local evaluation findings are also reported to First 5 California via the Annual Report. 
Conclusion
First 5 Napa’s 5 Year Financial Plan has been developed to be an integral part of the Commission’s funding process. The Commission recognizes the unique opportunity offered by Proposition 10 and is dedicated to ongoing careful planning and program investment.
Given the uncertainly of the future of  Proposition 10 funds, this Plan will be reviewed and updated annually for continued accuracy and will be revised to reflect any changes in strategic direction that may be required.  
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