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Independent Auditor’s Report 

To The Santa Clara County California  
Children and Families First Commission 
FIRST 5 Santa Clara County 
Santa Clara County, California 

Report on the Audit of the Financial Statements 

Opinions  

We have audited the financial statements of the governmental activities and the general fund of the 
Santa Clara County California Children and Families First Commission (FIRST 5 Santa Clara County or the 
Commission), a component unit of the County of Santa Clara (County), as of and for the year ended  
June 30, 2023, and the related notes to the financial statements, which collectively comprise First 5 
Santa Clara County’s basic financial statements as listed in the table of contents. 

In our opinion, the accompanying financial statements referred to above present fairly, in all material 
respects, the respective financial position of the governmental activities and the general fund of the 
Commission, as of June 30, 2023, and the respective changes in financial position thereof for the year 
then ended in accordance with accounting principles generally accepted in the United States of America. 

Basis for Opinions 

We conducted our audit in accordance with auditing standards generally accepted in the United States 
of America (GAAS) and the standards applicable to financial audits contained in Government Auditing 
Standards, issued by the Comptroller General of the United States, (Government Auditing Standards). 
Our responsibilities under those standards are further described in the Auditor’s Responsibilities for the 
Audit of the Financial Statements section of our report. We are required to be independent of the 
Commission and to meet our other ethical responsibilities, in accordance with the relevant ethical 
requirements relating to our audit. We believe that the audit evidence we have obtained is sufficient 
and appropriate to provide a basis for our audit opinions. 

Emphasis of Matters 

Adoption of New Accounting Standard 

As discussed in Note 1 to the financial statements, the Commission has adopted the provisions of GASB 
Statement No. 96, Subscription-Based Information Technology Arrangements, effective July 1, 2022. As a 
result of implementing the standard, there was no effect on governmental activities beginning net 
position. Our opinions are not modified with respect to this matter. 
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Correction of Errors 
 
As discussed in Note 12 to the financial statements, certain errors resulting in an overstatement of 
amounts previously reported for grants receivables and revenues, and an understatement of deferred 
inflows – unavailable revenue, as of June 30, 2022, were discovered by management of the Commission 
during the current year. Accordingly, a restatement has been made to the fund balance of the general 
fund and governmental activities net position as of June 30, 2022, to correct the errors. Our opinions are 
not modified with respect to that matter. 
 
Responsibilities of Management for the Financial Statements 
 
Management is responsible for the preparation and fair presentation of the financial statements in 
accordance with accounting principles generally accepted in the United States of America; and for the 
design, implementation, and maintenance of internal control relevant to the preparation and fair 
presentation of financial statements that are free from material misstatement, whether due to fraud or 
error. 
 
In preparing the financial statements, management is required to evaluate whether there are conditions 
or events, considered in the aggregate, that raise substantial doubt about the Commission’s ability to 
continue as a going concern for twelve months beyond the financial statement date, including any 
currently known information that may raise substantial doubt shortly thereafter. 
 
Auditor’s Responsibilities for the Audit of the Financial Statements 
 
Our objectives are to obtain reasonable assurance about whether the financial statements as a whole 
are free from material misstatement, whether due to fraud or error, and to issue an auditor’s report 
that includes our opinions. Reasonable assurance is a high level of assurance but is not absolute 
assurance and therefore is not a guarantee that an audit conducted in accordance with GAAS and 
Government Auditing Standards will always detect a material misstatement when it exists. The risk of 
not detecting a material misstatement resulting from fraud is higher than for one resulting from error, 
as fraud may involve collusion, forgery, intentional omissions, misrepresentations, or the override of 
internal control. Misstatements are considered material if there is a substantial likelihood that, 
individually or in the aggregate, they would influence the judgment made by a reasonable user based on 
the financial statements.  
 
In performing an audit in accordance with GAAS and Government Auditing Standards, we:  
 

• Exercise professional judgment and maintain professional skepticism throughout the audit.  
• Identify and assess the risks of material misstatement of the financial statements, whether due 

to fraud or error, and design and perform audit procedures responsive to those risks. Such 
procedures include examining, on a test basis, evidence regarding the amounts and disclosures 
in the financial statements. 

• Obtain an understanding of internal control relevant to the audit in order to design audit 
procedures that are appropriate in the circumstances, but not for the purpose of expressing an 
opinion on the effectiveness of the Commission’s internal control. Accordingly, no such opinion 
is expressed. 
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• Evaluate the appropriateness of accounting policies used and the reasonableness of significant 
accounting estimates made by management, as well as evaluate the overall presentation of the 
financial statements. 

• Conclude whether, in our judgment, there are conditions or events, considered in the aggregate, 
that raise substantial doubt about the Commission’s ability to continue as a going concern for a 
reasonable period of time. 

 
We are required to communicate with those charged with governance regarding, among other matters, 
the planned scope and timing of the audit, significant audit findings, and certain internal control–related 
matters that we identified during the audit.  
 
Required Supplementary Information 
 
Accounting principles generally accepted in the United States of America require that the management’s 
discussion and analysis and budgetary comparison information be presented to supplement the basic 
financial statements. Such information is the responsibility of management and, although not a part of 
the basic financial statements, is required by the Governmental Accounting Standards Board who 
considers it to be an essential part of financial reporting for placing the basic financial statements in an 
appropriate operational, economic, or historical context. We have applied certain limited procedures to 
the required supplementary information in accordance with GAAS, which consisted of inquiries of 
management about the methods of preparing the information and comparing the information for 
consistency with management’s responses to our inquiries, the basic financial statements, and other 
knowledge we obtained during our audit of the basic financial statements. We do not express an opinion 
or provide any assurance on the information because the limited procedures do not provide us with 
sufficient evidence to express an opinion or provide any assurance. 
 
Supplementary Information 
 
Our audit was conducted for the purpose of forming opinions on the financial statements that 
collectively comprise the Commission’s basic financial statements. The Schedule of Revenues and 
Expenditures by Fund Source and Fund Balance of California Children and Families Commission (CCFC) 
Funds for First 5 Programs (Schedule) is presented for purposes of additional analysis and is not a 
required part of the basic financial statements. Such information is the responsibility of management 
and was derived from and relates directly to the underlying accounting and other records used to 
prepare the basic financial statements. The information has been subjected to the auditing procedures 
applied in the audit of the basic financial statements and certain additional procedures, including 
comparing and reconciling such information directly to the underlying accounting and other records 
used to prepare the basic financial statements or to the basic financial statements themselves, and 
other additional procedures in accordance with GAAS. In our opinion, the Schedule is fairly stated, in all 
material respects, in relation to the basic financial statements as a whole.  
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Other Reporting Required by Government Auditing Standards 

In accordance with Government Auditing Standards, we have also issued our report dated October 6, 
2023 on our consideration of the Commission’s internal control over financial reporting and on our tests 
of its compliance with certain provisions of laws, regulations, contracts, and grant agreements and other 
matters. The purpose of that report is solely to describe the scope of our testing of internal control over 
financial reporting and compliance and the results of that testing, and not to provide an opinion on the 
effectiveness of the Commission’s internal control over financial reporting or on compliance.  That report 
is an integral part of an audit performed in accordance with Government Auditing Standards in 
considering the Commission’s internal control over financial reporting and compliance. 

Sacramento, California 
October 6, 2023 
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First 5 Santa Clara County 
Management Discussion and Analysis 

June 30, 2023 
 
 
This Management’s Discussion and Analysis is intended to serve as a narra�ve overview and analysis of the 
financial ac�vi�es of FIRST 5 Santa Clara County for the year ended June 30, 2023. The informa�on presented 
should be read in conjunc�on with the informa�on furnished in the financial statements and notes to the 
financial statements (beginning on page 17). 
 
FIRST 5 Santa Clara County (“FIRST 5” or the “Commission”) was formed a�er voters approved Proposi�on 10 in 
November 1998, adding an addi�onal excise tax on cigaretes and tobacco related products to fund programs 
that promote, support and improve early childhood development, for children prenatal through five years of age 
and their families.  Proposi�on 10 was designed to address the lack of public funding and support for early 
childhood development in the wake of a growing body of scien�fic evidence indica�ng that the emo�onal, 
physical, and intellectual environment that a child is exposed to prior to five years of age has a profound impact 
on how his/her brain develops.  The goal is for all young children in California through age five to go to school 
physically healthy and ready to learn. 
 
In March 1999, the Santa Clara County (“County”) Board of Supervisors created the nine-member Commission.  
FIRST 5 is a public en�ty legally separate and apart from the County and is considered a component unit of the 
County due to the opera�onal rela�onship between FIRST 5 and the County. 
 
Financial Highlights 
• At the end of the Fiscal Year (FY) 2022-2023, FIRST 5 had assets of $38.2 million and liabili�es of $8.9 million. 

The assets consist primarily of $30.2 million in cash and investments, $4.7 million receivables and other 
assets and $3.0 million in capital assets. Total liabili�es consist primarily of $8.8 million in accounts payable, 
accrued liabili�es and unearned revenue, resul�ng in a net posi�on of $29 million of which $26.1 million was 
available to meet FIRST 5’s ongoing opera�ng expenses and $2.9 million is invested in capital assets, net of 
related debt. 

• During 2022-23, FIRST 5’s revenues were approximately $23 million, represen�ng a $3.2 million decrease 
over the prior year. Total expenses were $31.2 million compared to $33.4 million in the prior year. 

• Revenue from the Proposi�on 10 tobacco tax measure was $12.8 million, a decrease of approximately $1.8 
million from the prior year. 

• Other grant revenue was $7.9 million, a decrease of $1.2 million. 
• As of July 2022, The Commission, adopted GASB Statement No. 96, Subscription-Based Information 

Technology Arrangements (SBITAs).  The implementa�on of this standard establishes that a SBITA results in 
a right to use subscrip�on IT asset - an intangible asset - and a corresponding liability. The standard provides 
the capitaliza�on criteria for outlays other than subscrip�on payments, including implementa�on costs of a 
SBITA. The Statement requires recogni�on of certain SBITA assets and liabili�es for SBITAs that previously 
were recognized as ou�lows of resources based on the payment provisions of the contract. The Commission 
has one SBITA which commenced during the year ended June 30, 2023. The addi�onal disclosures required 
by this standard are included in Note 5. 

 
Overview of the Financial Statements 
This discussion and analysis are intended to serve as an introduc�on to FIRST 5’s basic financial statements. 
FIRST 5’s basic financial statements comprise three components: 1) government ac�vi�es financial statements, 
2) governmental fund financial statements, and 3) notes to the basic financial statements. This report also 
contains other supplementary informa�on in addi�on to the basic financial statements.
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Government-Wide Financial Statements 
The government-wide financial statements are designed to provide readers with a broad overview of FIRST 5’s 
finances, in a manner similar to a private sector business. The Statement of Net Posi�on presents informa�on on 
all of FIRST 5’s assets, liabili�es, and deferred inflows of resources with the difference reported as net posi�on. 
 
The Statements of Ac�vi�es presents informa�on showing how FIRST 5’s net posi�on changed during the most 
recent fiscal years. All changes in net posi�on are reported as soon as the underlying event giving rise to the 
change occurs, regardless of the �ming of related cash flows. Thus, revenues and expenses are reported in the 
statement for some items that will only result in cash flows in future fiscal periods (e.g. earned but unused 
vaca�on leave). The government-wide financial statements can be found on pages 12 and 13 of this report. 
 
Governmental Fund Financial Statements 
Governmental fund financial statements report essen�ally the same func�ons as those reported in the 
government ac�vi�es financial statements. However, unlike the government ac�vi�es financial statements, 
governmental fund financial statements focus on near-term inflows and ou�lows of spendable resources, as 
well as balances of spendable resources available at the end of the fiscal year. The Governmental Fund financial 
statements are prepared on the modified accrual basis and measure only current revenues, expenditures and 
fund balances; they exclude capital assets and long-term liabili�es. 
 
The Governmental Fund Balance Sheet and the Governmental Fund Statement of Revenues, Expenditures, and 
Changes in Fund Balance provide a reconcilia�on to facilitate the comparison between governmental funds and 
government-wide statements. Fund accoun�ng is used to ensure and demonstrate compliance with finance-
related legal requirements. All of the Commission's ac�vi�es are accounted for in the general fund. The 
governmental fund financial statements can be found on pages 14 through 17 of this report. 
 
Notes to Basic Financial Statements 
The notes provide addi�onal informa�on that is essen�al to a full understanding of the data provided in the 
government ac�vi�es and governmental fund financial statements. The notes to the basic financial statements 
can be found on pages 18 through 29 of this report. 
 
The notes to the financial statements provide addi�onal informa�on that is essen�al to a complete 
understanding of the informa�on provided in the financial statements. 
 
The required supplementary informa�on includes a budgetary comparison schedule. The schedule of revenues, 
expenditures, and changes in fund balance – budget and actual general fund presents FIRST 5’s budgetary 
comparisons between the original budget and the final amended budget compared with actual resource inflows 
and ou�lows. 
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Statement of Net posi�on 
The summary of the Statement of Net Posi�on as of June 30, 2023 and 2022 is shown in the following table: 
 

FY 2021-2022 Increase/
as restated (decrease)

Current and other assets 35.2$                43.7$                (8.5)$                 

Capital assets 3.0                     3.1                     (0.1)                    

Total assets 38.2                   46.8                   (8.6)                    

Current and other liabilities 8.8                     9.6                     (0.8)                    

Long-term liabilities 0.1                     -                         0.1                     

Total liabilities 8.9                     9.6                     (0.7)                    

Deferred inflows of resources 0.3                     -                         0.3                     
Net position 29.0$                37.2$                (8.2)$                 

FY 2022-2023

 
Total assets declined $8.8 million, primarily due to a decrease in cash and investments by $5.6 million and a 
decrease in receivables and other assets declined by $3.4 million.   
 
Deferred inflows were recognized in the current year to reflect amounts associated with the lease receivable 
that will be received in future years. See Note 3 for further details.  
 
FIRST 5 also recognized a right-to-use subscrip�on asset and corresponding liability in accordance with the 
implementa�on of Governmental Accoun�ng Standards Board (GASB) Statement No. 96.  See note 5 for further 
details. 
 
Statement of Ac�vi�es 
During the year ended June 30, 2023, FIRST 5’s net posi�on decreased by approximately $8.2 million as 
compared to $7.2 million from the prior year. The Summary of changes in the net posi�on for the fiscal years 
ended June 30, 2023 and 2022 is shown in the following table: 
 

FY 23 FY 22 CHANGE $ CHANGE %
(All amounts in $millions)
Program revenues 22.6$                26.4$                (3.80)$               -14%

General revenues 0.4                     (0.2)                    0.60                   300%

Total revenues 23.0                   26.2                   (3.20)                 -12%

Program expenses 31.2                   33.4                   (2.20)                 -7%

Change in net position (8.2)                    (7.2)                    (1.00)                 14%

Net position, beginning of year, as restated 37.2                   44.6                   (7.40)                 -17%

Net position, end of year 29.0$                37.2$                (8.20)$               -22%

 
• Proposi�on 10 Revenue was $12,796,065 compared to $14,561,801 in FY 2021-22. 
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Other program revenues totaled $7.9 million and consisted of the following: 
• Other First 5 California Grant Income of $848,140 from First 5 California’s IMPACT grant and Incen�ve Layer, 

$302,961 from First 5 California Refugee Support grant and $86,014 for First 5 California Home Visi�ng 
grant. 

• Santa Clara County Board of Supervisors QUALITY MATTERS Early Learning Appren�ceship Pilot Extension 
grant income of $1,298,911. The Appren�ceship Pilot is equity-oriented, focused on bringing a diverse set of 
individuals into the field of early learning and childcare. Components include paid on-the-job training with 
local preschool and family childcare home employers, no-cost college coursework, embedded tutoring, 
mentorship, and cohort learning in a community-based loca�on. The two-year program culminates in a 
wage increase, along with Appren�ces earning an Associate Teacher child development permit.  

• Santa Clara County Board of Supervisors Family Child Care Network & Shared Services Alliance for Family 
Child Care Home Early Educators grant income of $530,165. The Shared Services Alliance is an administra�ve 
structure that enables services at scale. Par�cipa�ng Family Child Care Home (FCCH) business early 
educators would be able to share costs for business supports that promote quality early care and learning 
environments (e.g., marke�ng and social media tools, enrollment and tui�on management, health insurance 
and other benefits, subs�tute pools, re�rement and tax guidance, and legal supports). This work will start by 
convening Family Child Care early educators in Santa Clara County and other important partners to begin 
building the infrastructure for the Shared Services Alliance and iden�fying the most cri�cal current business 
and pedagogical needs of FCCH early educators.  

• Santa Clara County Board of Supervisors Transi�onal Kindergarten (TK) Teacher Equity Ini�a�ve grant 
income of $85,354.  The TK Teacher Equity Ini�a�ve is intended to support local, diverse early educators 
who are interested in applying for these higher-paying, benefited, union-protected school district jobs by 
removing barriers and suppor�ng access to higher educa�on creden�al pathways. 

• Santa Clara County Social Services Agency funded $177,000 for diaper distribu�ons efforts in the Family 
Resource Centers (FRC’s) and $79,092 for Dependency Advocacy. 

• Santa Clara County Office of the Execu�ve funded $462,234 for Universal Access Pilot Program. 
• Santa Clara County Proba�on Department funded $564,135 for the Valley Palms FRC. 
• Santa Clara County Supervisor Susan Ellenberg granted an inventory item of $150,000 for mini grants to 

family child home care providers. 
• Grant funding of $50,000 from Sunlight Giving, and $80,000 from the Becky Morgan Family Founda�on, 
• Santa Clara County Office of Educa�on funded $1,432,362.  FIRST 5 acted as the administrator of the CSPP - 

QRIS Block Grant. FIRST 5 funded 19 agencies for 97 CSPP Sites.  We developed, oversaw, and disbursed 
funds based on the local funding formula for CSPP partners, coordinated site ra�ngs and contracted for 
required assessments. 

• California Department of Educa�on - Preschool Development Grant Renewal (PDG-R) funded $375,234.  
increase the support and capacity for family, friend and neighbor (FFN) care providers, family childcare (FCC) 
providers, and home visi�ng (HV) providers to provide quality care for underserved popula�ons, par�cularly 
infants and toddlers and low-income children and families.  

• California Department of Social Services – Quality Counts California Block Grant funded $554,322. 
• ParentChild+ funded $304,000. This na�onal program is designed to address four factors key to ensuring 

school success for young children—and essen�al to giving children and their families the opportunity to 
thrive. Increases school readiness and school success, support reading and play ac�vi�es in the home, build 
language, literacy, and learning-rich home environments, and support the development of social-emo�onal 
skills so children enter school ready to be successful students. 
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• County of Santa Clara Health System granted $114,280 to support the University of California San Francisco 
(UCSF) Dyadic Services Technical Assistance team to implement the evidence-based Healthy Steps model.  
FIRST 5 will iden�fy and execute subcontracts with up to two community clinics who will par�cipate in a full 
range of technical assistance services. 

• $1.9 million for MediCal Administra�ve Ac�vi�es (MAA) revenue compared to $2.5 million for FY 2021-22.  
MAA revenue is recorded when the income is received. Ac�vi�es can be billed a�er our audit is submited to 
the State so there is always a one-year lag in billings.  FY 2022-23 includes revenue billed and received for 
the four quarters for FY 2021-22.  FY 2021-22 includes revenue billed and received for 5 quarters, one 
quarter for FY 2019-20 and 4 quarters for FY 2020-21. 

 
Capital Assets and Debt Administra�on 
 
Capital Assets 
The Commission’s capital assets consist of land, buildings and improvements, furniture and equipment, and 
right-to-use subscrip�on IT assets. The change in capital assets over the current year is atributable to $223,992 
in accumulated deprecia�on and the addi�on of a right to use IT subscrip�on asset during the year due to the 
FIRST 5’s implementa�on of GASB Statement No. 96, Subscription-Based Information Technology Arrangements 
(SBITAs), effec�ve July 1, 2022.    
 
Long Term Obliga�ons 
The Commission’s long-term obliga�ons includes compensated absences and the IT subscrip�on liability at year-
end. These liabili�es increased from the previous year as this is the first year the subscrip�on liability is recorded 
due to the implementa�on of GASB Statement No. 96, Subscription-Based Information Technology 
Arrangements (SBITAs), effec�ve July 1, 2022.    
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Statement of Revenues, Expenditures and Changes in Fund Balance – Budget and Actual 
 
Comparison of Budget to Actual 
The following table presents a budget to actuals comparison of revenues and expenditures for the 
fiscal year ending June 30, 2023. 
 
(All amounts in $ millions)

Original Final Actual amounts Variance **   
Revenues

Proposition 10 taxes 13.8$                13.8$                12.7$                (1.1)$                 
Grant Revenue 7.8                     9.5                     9.9                     0.4                     
Rental Income 0.1                     0.1                     0.2                     0.1                     
Investment Income 0.5                     0.5                     -                         (0.5)                    
Medi-Cal administrative agreement 

reimbursement income 1.5                     1.5                     1.9                     0.4                     
Other income 0.3                     0.3                     0.2                     (0.1)                    

Total revenues 24.0                   25.7                   24.9                   (0.8)                    

Expenditures
Current

Salaries and benefits 7.8                     7.8                     6.6                     1.2                     
Supplies and services 2.8                     3.1                     2.7                     0.4                     
Grant expenditures 22.6                   25.1                   21.5                   3.6                     

Capital Outlay -                         -                         0.2                     (0.2)                    

Total expenditures 33.2                   36.0                   31.0                   5.0                     

Other Financing Sources
IT Subscription -                         -                         0.1                     (0.1)                    

Net change in fund balance (9.2)$                 (10.3)$               (6.0)                    4.3$                   

** Revenues in excess of budget and expenditures less than budget are expressed as positive variances.

Budgeted amounts

 
The final budget an�cipated a drawdown of $10.3 million from fund balance for FY 2022-23 for agency program 
and opera�ons. However, largely due to savings in personnel and contract expenditures, actual use of the fund 
balance was $6.0 million. The fund balance is FIRST 5’s fund which covers expenditures and future costs as the 
expected decline of tobacco tax revenue occurs. 
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Summary of Known Facts, Decisions or Condi�ons 
The following are currently known facts, decisions or condi�ons that are expected to have a significant impact 
on the financial posi�on or changes in financial posi�on of FIRST 5: 
 
Tobacco tax revenue projec�ons are based on California Department of Finance and Tax Administra�on and 
First 5 California projec�ons for county commissions and based largely on birth rates in each county and tobacco 
consump�on rates. 
 
Tobacco tax receipts for FIRST 5 for FY 2022-23 show a nega�ve variance of $1.1 million compared to the budget 
and a decrease of $1.9 million from the prior year. In November 2022, voters in California voted to uphold a 
flavor ban for all tobacco products. First 5 California has projected FIRST 5’s revenue will decline $1.8 million for 
FY 2024-25 and an average of $724K for each of the fiscal years through FY 2027-28. 
 
Due to the an�cipated decline in tobacco tax revenues, planned program reduc�ons will be reflected in the 
later years of the agency’s long-range financial plan. 
 
On June 21, 2018, the Commission adopted a Strategic Plan for Fiscal Years 2018-2023.  The Commission 
adopted a research-based strategic framework that guided FIRST 5’s investments and partnerships.  The 
framework includes the following elements under which all investment were aligned for fiscal year 2022-2023: 
 

• Children’s Health 
• Community and Neighborhood Engagements 
• Workforce Development 
• Family Strengthening and Support 
• Early Care and Educa�on 
• Communica�ons and Public Awareness 
 

On September 21, 2023, the Commission passed a new Strategic Plan for Fiscal Years FY 2024 to 2027.   
Future gran�ng decisions will conform with the new plan. 
 
All the above factors were considered in preparing FIRST 5’s budget for FY 2023-24. 
 
Requests for Informa�on 
The annual financial report is designed to provide a general overview of the FIRST 5 Santa Clara County’s 
finances and opera�ons. Ques�ons concerning any of the informa�on provided in this report or requests for 
addi�onal financial informa�on should be addressed to Jennifer Kelleher Cloyd, Execu�ve Director, FIRST 5 
Santa Clara County, 4000 Moorpark Avenue, Suite 200, San Jose, California 95117. 
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First 5 Santa Clara County 
Statement of Net Position 

June 30, 2023 
 
 

Governmental
Activities

Assets
Current Assets

Cash and investments 30,240,914$    
Grant and other receivables 2,683,425         
Due from the State - California Children and Families Commission 1,732,056         
Prepaids and other assets 228,628            

Total Current Assets 34,885,023      

Noncurrent Assets
Lease receivable 291,911            
Capital assets, depreciable, net 522,821            
Capital assets, not being depreciated 2,357,856         
Right to use subscription IT asset, net 115,541            

Total Noncurrent Assets 3,288,129         

Total Assets 38,173,152      

Liabilities
Current Liabilities

Accounts payable 7,729,385         
Accrued salaries and benefits 120,115            
IT Subscription liability 41,289              
Compensated absences 399,034            
Other accrued liabilities 13,567              
Unearned revenue 485,714            

Total Current Liabilities 8,789,104         

Noncurrent Liabilities
IT Subscription liability 43,295              
Compensated absences 44,770              

Total Noncurrent Liabilities 88,065              

Total Liabilities 8,877,169         

Deferred Inflows of Resources
Lease related 280,741            

Net Position
Net investment in capital assets 2,911,634         
Unrestricted 26,103,608      

Total Net Position 29,015,242$    
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First 5 Santa Clara County 
Statement of Activities 

For the Year Ended June 30, 2023 
 
 

Governmental
Activities

Function/program expenses:
Early Childhood Development 31,169,352$    

Total program expenses 31,169,352      

Program revenues:
Operating grants and contributions

Proposition 10 taxes 12,796,065      
Grant revenue 7,916,584         
Medi-Cal administrative agreement reimbursement income 1,896,067         

Total program revenues 22,608,716      

Net program expenses (8,560,636)       

General revenues:
Investment income (loss) 43,015              
Rental income 152,774            
Other income 181,705            

Total general revenues 377,494            

Change in Net Position (8,183,142)       

Net Position, Beginning, as restated 37,198,384      

Net Position, Ending 29,015,242$    
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First 5 Santa Clara County 
Governmental Fund Balance Sheet 

June 30, 2023 
 
 

General Fund
Assets

Cash and investments 30,240,914$    
Grant and other receivables 2,683,425
Due from the State - California Children and Families Commission 1,732,056
Lease receivable 291,911
Prepaids and other assets 228,628

Total Assets 35,176,934$    

Liabilities, Deferred Inflows of Resources, and Fund Balances

Liabilities
Accounts payable 7,729,385$      
Accrued salaries and benefits 120,115
Other accrued liabilities 13,567
Unearned revenue 485,714

Total Liabilities 8,348,781

Deferred Inflows of Resources
Unavailable revenue 669,603
Lease related 280,741

Total Deferred Inflows of Resources 950,344            

Fund Balances
Nonspendable

Prepaids 228,628
Committed

Community Investment Contracts 21,786,737      
Assigned

Projected budgetary deficit - FY2023-24 3,862,444         

Total Fund Balances 25,877,809      

Total Liabilities, Deferred Inflows, and Fund Balance 35,176,934$    
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First 5 Santa Clara County 
Reconciliation of Governmental Fund Balance Sheet to the Statement of Net Position 

June 30, 2023 
 
 
Fund balances of governmental fund 25,877,809$       

Amounts reported for governmental activities in the Statement of 
Net Position are different because:

Long-term assets used in governmental activities are not financial resources and, 
therefore, are not reported in the fund:

Capital assets, net of accumulated depreciation and amortization 2,996,218            

Revenues which are deferred inflows on the fund financial statements
 because they are not currently available, are reported as revenue in the 
Government-wide statement of activities 669,603               

Long-term liabilities are not due and payable in the current period and therefore
are not reported in the fund:

Compensated absences (443,804)              
IT Subscription Liability (84,584)                

Net Position of Governmental Activities 29,015,242$       
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First 5 Santa Clara County 
Governmental Fund Statement of Revenues, Expenditures and Changes in Fund Balance 

For the Year Ended June 30, 2023 
 
 

 General Fund

Revenues
Proposition 10 taxes 12,691,919$    
Grant revenue 9,930,129        
Investment income (loss) 43,015              
Rental income 152,774           
Medi-Cal administrative agreement reimbursement income 1,896,067        
Other income 196,705           

Total Revenues 24,910,609      

Expenditures
Current

Salaries and benefits 6,646,685        
Supplies and services 2,682,859        
Grant expenditures 21,530,677      

Debt Service
Principal 45,400
Interest 1,370

Capital outlay 156,247           

Total Expenditures 31,063,238      

Excess/(Deficiency) of Revenues Over(Under) Expenditures (6,152,629)       

Other Financing Sources
IT Subscription 129,984

Net Change in Fund Balance (6,022,645)       

Fund Balance, Beginning, As Restated 31,900,454      

Fund Balance, Ending 25,877,809$    
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First 5 Santa Clara County 
Reconciliation of the Statement of Revenues, Expenditures and Changes in 

Fund Balances of the Governmental Fund to the Statement of Activities 
For the Year Ended June 30, 2023 

 
 
Net change in fund balance - total governmental fund (6,022,645)$     

Amounts reported in governmental activities in the statement of activities
are different because:

Governmental funds report capital outlays as expenditures.  However, in the 
statement of activities, the cost of those assets is allocated over their 
estimated useful lives and reported as depreciation and amortization expense.  
This is the amount by which the depreciation and amortization exceeds 
the capital outlays in the current period. (82,188)             

Revenues not received within the period of availability are recognized as 
revenues in the subsequent period. (1,924,399)       

Change in compensated absences is reported in the statement of activities do 
not require the use of current financial resources and therefore are not 
reported as expenditures in governmental funds. This amount represents 
the net change in the accrued compensated absences. (69,326)             

Principal payments on the long term IT subscription liability reported in the 
statement of activities are reported as expenditures in the governmental funds. 45,400              

The issuance of long-term debt provides current financial resources to 
governmental funds, but are not reported as revenues in the statement of activities. (129,984)           

Change in net position of governmental activities (8,183,142)$     
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First 5 Santa Clara County 
Notes to Financial Statements 
For Year Ended June 30, 2023 

 
 
Note 1 -  Summary of Significant Accounting Policies 
 
Reporting Entity 
 
The Santa Clara County (County) Board of Supervisors created the First 5 of Santa Clara County Children and 
Families Commission (Commission) on March 30, 1999, under the provisions of the California Children and 
Families Act of 1998 (the "Act"). The Act became law in 1998 when California ("State") voters approved 
Proposition 10, authorizing the State to levy a tax on tobacco products to pay for programs to promote the 
healthy development of young children. The Commission is a public entity legally separate and apart from the 
County. The purpose of the Commission is to develop, adopt, promote and implement early childhood 
development programs in the County that are consistent with the goals and objectives of the Act. The 
Commission's programs are funded by the taxes imposed by Proposition 10. 
 
The Commission consists of nine members appointed by the County Board of Supervisors. The Commission is 
considered a component unit of the County due to the operational relationship between the Commission and 
the County; therefore, the Commission's financial statements are included in the County's Annual 
Comprehensive Financial Report. 
 
Government-wide financial statements (i.e. the statement of net position and the statement of activities) 
report information on all governmental activities using the economic resources measurement focus and the 
accrual basis of accounting. Revenues are recorded when earned and expenses are recorded when a liability is 
incurred, regardless of the timing of related cash flows. Grants are recognized as revenue as soon as all eligibility 
requirements imposed by the provider have been met. 
 
The Statement of Net Position presents the Commission’s assets, deferred outflows, liabilities and deferred 
inflows, with the difference reported as net position. Net position is reported in three categories. 
 

• Net investment in capital assets consist of capital assets, net of accumulated depreciation and 
amortization and reduced by outstanding balances for bonds, notes, leases, and other debt attributable 
to the acquisition, construction, or improvement of those assets. 

• Restricted net position represents restrictions imposed on the use of the Commission’s resources by 
parties outside of the government or by law through constitutional provisions or enabling legislation. 

• Unrestricted component of net position is the net amount of the assets, deferred outflows of resources, 
liabilities, and deferred inflows of resources that are not included in the determination of net 
investment in capital assets or the restricted components of net position. 

 
The Statement of Activities presents a comparison between direct expenses and program revenues for the 
Commission's governmental activities. 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 as general revenues. 
 
When both restricted and unrestricted resources are available for use, it is the Commission’s policy to use 
restricted resources first. 
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Governmental fund financial statements are reported using the current financial resources measurement focus 
and the modified accrual basis of accounting. Revenues are recognized when they are both measurable and 
available. The Commission uses a General Fund to account for all its activities. Revenues are considered to be 
available within the current period or soon enough thereafter to pay liabilities of the current period.  The 
Commission uses a 90- day availability period for revenue recognition for all governmental fund revenues. 
 
Fund Balance – Following is a description of the Commission’s fund balance classifications: 
 

• Nonspendable – Includes amounts that cannot be spent because they are either (a) not in spendable 
form (inventories, prepaid amounts, etc.) or (b) legally or contractually required to be maintained intact 
(such as the corpus of principal of a permanent fund). 

• Restricted – Includes amounts with constraints that are either (a) externally imposed by creditors (such 
as through debt covenants), grantors, contributors, or laws or regulations of other governments or  
(b) imposed by law through constitutional provisions or enabling legislations. 

• Committed – Includes amounts that can be used only for the specific purposes determined by a formal 
action of the Board of Commissioners who have the highest level of decision making authority. Those 
committed amounts cannot be used for any other purpose the Board of Commissioners removes or 
changes the specified use by taking the same type of action it employed to previously commit those 
amounts.  

• Assigned – Includes amounts the Commission intends to be used for specific purposes that are neither 
restricted nor committed. 

• Unassigned – Resources that cannot be reported in any other classification. 
 
The Commission applies restricted resources first when an expenditure is incurred for purposes for which both 
restricted and other funds are available, then the Commission applies amount to the committed fund balance 
followed by assigned and then unassigned. 
 
Cash and Investments – The Commission categorizes the fair value measurements of its investments based on 
the hierarchy established by generally accepted accounting principles. The fair value hierarchy, which has three 
levels, is based on the valuation inputs used to measure an asset’s fair value: Level 1 inputs are quoted prices in 
active markets for identical assets; Level 2 inputs are significant other observable inputs; Level 3 inputs are 
significant unobservable inputs. The Commission does not have any investments that are measured using Level 
3 inputs. The Commission participates in the common investment pool of the County of Santa Clara. In addition, 
the Commission has a specifically invested portfolio with Chandler Asset Management.  
 
Grant and Other Receivables – Grants and other receivables includes funds received from Section 501(c)(3) not-
for-profits, community-based organizations, and other governmental agencies to promote the Commission's 
stated objectives. The Commission utilizes the allowance method for recognizing bad debts. Management has 
determined that no allowance for bad debts is required. 
 
Due from the State – California Children and Families Commission includes amounts due from the State of 
California for Proposition 10 taxes, California Electronic Cigarette Excise Tax (CECET), and Surplus Money 
Investment Fund revenues.   
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Capital Assets – Capital assets are not considered to be financial resources and therefore, are not reported as an 
asset in the fund financial statements. Capital assets are capitalized and reported at cost, net of accumulated 
depreciation and amortization in the government-wide financial statements. Capital assets are defined by the 
Commission as assets with an initial, individual cost of more than $5,000, and an estimated useful life of more 
than one year.  Such assets are recorded at cost and depreciated using the straight-line method over the 
estimated useful lives of all assets ranging from 5 to 20 years. Land is not depreciated.  
 
Right to use subscription IT assets are recognized at the subscription commencement date and represent the 
Commission’s right to use the underlying IT asset for the subscription term. Right to use subscription IT assets 
are measured at the initial value of the subscription liability plus any payments made to the vendor at the 
commencement of the subscription term, less any subscription incentives received from the vendor at or before 
the commencement of the subscription term, plus any capitalizable initial implementation costs necessary to 
place the subscription asset into service. Right to use subscription IT assets are amortized over the shorter of the 
subscription term or useful live of the underlying asset using the straight-line method. The amortization period is 
for 3 years. 
 
Lease Receivables – Lease receivables are recorded by the Commission as the present value of future lease 
payments expected to be received from the lessees during the lease terms, reduced by any provision for 
estimated uncollectible amounts. Lease receivables are subsequently reduced over the life of the lease as cash is 
received in the applicable reporting period. The present value of future lease payments to be received are 
discounted based on the interest rate the Commission charges the lessees. 
 
Compensated Absences – It is the Commission’s policy to permit employees to accumulate earned but unused 
vacation, sick and paid time-off (PTO) benefits.  Compensated absences consist of the employee earned time 
and are accrued by the Commission when earned by the employee.  Vacation pay and PTO, which may be 
accumulated up to six weeks, is payable upon termination.  Sick leave accrues at approximately three hours per 
pay period and is not limited by how much may be accumulated. Sick leave earned is non-vesting and employees 
are not reimbursed for accumulated sick leave upon termination.  Compensated absence obligations are 
considered long-term in nature and are reported in the fund financial statements as expenditures in the period 
paid or when due and payable at year-end under the modified accrual basis of accounting. The compensated 
absences have been accrued in the government-wide financial statements and are included in long-term 
liabilities. 
 
Deferred Inflows of Resources – In addition to liabilities, the statement of net position and governmental fund 
balance sheet reports a separate section for deferred inflows of resources. This separate financial statement 
element, deferred inflows of resources, represents an acquisition of net assets or fund balance that applies to a 
future period. The Commission has two types of deferred inflows.  The first type, unavailable revenue, arises 
under a modified accrual basis of accounting and is reported only in the governmental funds balance sheet. 
These amounts represent receivables that are not available to pay current obligations and are expected to be 
collected after the Commissions period of availability of 90 days. The second type relates to lease receivables 
and is reported on both the governmental fund balance sheet and the statement of net position. These amounts 
are amortized as payments on lease receivables are collected. 
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Subscription Liabilities – Represents the Commission’s obligation to make subscription payments arising from 
subscription agreements. Subscription liabilities are recognized at the subscription commencement date based 
on the present value of future subscription payments expected to be made during the subscription term. The 
present value of subscription payments is discounted based on a borrowing rate determined by the Commission. 
 
Unearned Revenue – The Commission records unearned revenues on the balance sheet in connection with 
resources that have been received, but not yet earned or eligibility requirements have not yet been met.  
 
Use of Estimates – The preparation of the financial statements in conformity with accounting principles 
generally accepted in the United States of America requires management to make estimates and assumptions 
that affect the amounts reported in the financial statements and accompanying notes. Actual results may differ 
from those estimates. 
 
Implementation of GASB Statement No. 96 
 
As of July 1, 2022, the Commission adopted GASB Statement No. 96, Subscription‐Based Information Technology 
Arrangements (SBITAs). The implementation of this standard establishes that a SBITA results in a right to use 
subscription IT asset ‐ an intangible asset ‐ and a corresponding liability. The standard provides the capitalization 
criteria for outlays other than subscription payments, including implementation costs of a SBITA. The Statement 
requires recognition of certain SBITA assets and liabilities for SBITAs that previously were recognized as outflows 
of resources based on the payment provisions of the contract. The Commission has one SBITA which 
commenced during the year ended June 30, 2023. The additional disclosures required by this standard are 
included in Note 5. 
 
 
Note 2 ‐  Cash and Investments 
 
The following is a summary of deposits and investments as of June 30, 2023: 
 

Total Fair Moody's Portfolio
Less than 1 1‐3 3‐5 Value Credit Rating Allocation

Cash and cash deposits 1,504,261$    Not Rated 5%

Investments:
Investment in County Pool 929,177$      ‐$                     ‐$                   929,177 Not Rated 3%

Money market mutual funds   243,202  ‐                       ‐                      243,203 Aaa 1%

U.S. Treasury obligations                ‐   12,123,837  3,736,474     15,860,311 Aaa 52%

Federal agency securities   2,845,251        908,388  631,408         4,385,047 Aaa 15%

Asset backed security ‐                      1,026,761       406,820         1,433,581 Aaa 5%

Corporate bonds and notes 697,857         2,338,601       2,848,876     5,885,334 See Below 19%

Total investments 4,715,487$   16,397,587$  7,623,578$   28,736,653   

Total cash and investments 30,240,914$  100%

Investment Maturities in Years
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The corporate bonds and notes were rated by Moody’s at June 30, 2023 as follows: 
 

A1 2,730,608$      
A2 1,478,650         
A3 104,165            
Aaa 271,276            
Aa2 1,121,002         
Aa3 179,633            

Total 5,885,334$      

 
Interest Rate Risk – The interest rate risk is the risk that the fair value of securities in the portfolio will decrease 
due to changes in general interest rates. The Commission mitigates interest rate risk by structuring the portfolio 
so that securities mature to meet cash requirements, thereby avoiding the need to sell securities prior to 
maturity.  Also, the Commission will not invest in securities maturing more than five (5) years from the date of 
trade settlement, unless the Commission has by resolution granted authority to make such an investment. 
However, for Bankers Acceptances, Commercial Paper, and Repurchase Agreements, the maximum maturities 
should not exceed 180, 270, and 365 days, respectively.   
 
Credit Risk – Generally, credit risk is the risk that an issuer of an investment will not fulfill its obligation to the 
holder of the investment. This is measured by the assignment of a rating by a nationally recognized statistical 
rating organization (NSRO).  Credit risk is mitigated by the Commission by determining on-going credit 
worthiness of the financial institution’s broker/dealers, intermediaries, and advisors with which the Commission 
does business; and, diversifying the investment portfolio so that potential losses on individual securities will be 
minimized. The Commission’s investment policies require that permissible investments are rated as follows: 
 

• Municipal Securities are required to be rated in a rating category of “A” or its equivalent or better by at 
least one NRSRO. 

• Banker’s Acceptances are required to be issued by institutions which have short-term debt obligations 
rated “A-1” or its equivalent or better by at least one NRSRO; or long-term debt obligations which are 
rated in a rating category of “A” or its equivalent or better by at least one NRSRO. 

• Commercial Paper securities are required to be rated “A-1” or its equivalent or better by at least one 
NRSRO. They are required to be issued by corporations which have long-term obligations rated in a 
rating category of “A” or its equivalent or better by at least one NRSRO. 

• Negotiable Certificates of Deposits - any amount above the FDIC insured limit must be issued by 
institutions which have short-term debt obligations rated “A-1” or its equivalent or better by at least 
one NRSRO; or long-term obligations rated in a rating category of “A” or its 
equivalent or better by at least one NRSRO. 

• Corporate Medium Term Notes are required to be rated in a rating category of “A” or its equivalent or 
better by at least one NRSRO. 

• Asset-Back, Mortgage-Backed, Mortgage Pass-Through Securities, and Collateralized Mortgage 
Obligations are required to be rated in a rating category of “AA” or its equivalent or better by a NRSRO.  
They are required to be issued by an issuer having long-term debt obligations rated in a rating category 
of “A” or its equivalent or better by at least one NRSRO. 
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• Mutual Funds/Money Market Mutual Funds are required  (1) to attain the highest ranking or the highest 
letter and numerical rating provided by not less than two NRSROs; or(2) Have retained an investment 
adviser registered or exempt from registration with the Securities and Exchange Commission with not 
less than five years’ experience investing in the securities and obligations authorized by California 
Government Code, Section 53601 and with assets under management in excess of $500 million. 

 
Concentration of Credit Risk – Concentration of credit risk is the risk of loss attributed to the magnitude of a 
government’s investment in a single issuer. The Commission’s investment policy limits the amount that may be 
invested in the securities of any one issuer to 5% of the portfolio, except for securities of the U.S. Treasuries and 
Federal Agencies.  Investments in any one issuer that represent 5% or more of total investments are as follows: 
 

Percentage
Issuer Amount Holdings

Federal Home Loan Mortgage Corporation 2,656,178$      9%
Federal Home Loan Bank 1,728,869         6%

 
Custodial Credit Risk for Deposits – The Commission maintains cash in separate commercial bank accounts.  The 
Commission maintains its cash and cash equivalents in commercial checking and money market accounts. 
Custodial credit risk for deposits is the risk that, in the event of a failure of a depository financial institution, a 
government will not be able to recover deposits or will not be able to recover collateral securities in the 
possession of an outside party. The California Government Code requires that a financial institution secure 
deposits made by state or local governmental units by pledging securities in an undivided collateral pool held by 
a depository regulated under state law (unless so waived by the governmental unit). The market value of the 
pledged securities in the collateral pool must equal at least 110% of the total amount deposited by the public 
agencies.  The Commission places its cash and investments with credit worthy and high-quality financial 
institutions. Cash balance is insured by Federal Deposit Insurance Corporation (FDIC) up to $250,000.  As of  
June 30, 2023, the cash held by financial institutions totaling $2,049,964 was entirely insured and collateralized 
as described above. Total reconciling items (deposits and checks in transit) totaled ($545,703).  
 
Cash and Investments in the County Comingled Pool – As of June 30, 2023, cash and investments of 
$929,177 was held in the Santa Clara County's commingled pool, which is managed by the Santa Clara 
County Treasurer. The County's Treasury Oversight Committee is responsible for the regulatory oversight 
of the commingled pool. The County reports all of its investments, including the investments of its 
commingled pool, at fair value. The County Treasurer determines the fair value of the pool on a monthly 
basis, based on quoted market prices. The value of the pooled shares that may be withdrawn is based upon 
amortized cost, which is different than the fair value. Realized and unrealized earnings and losses are 
allocated annually to commingled investment pool participants based on the participants' average daily 
cash balance relative to the entire pool. Information regarding the County's cash and investments, 
including custodial risk categories, collateral, and maturities, can be found in the notes of the County's 
basic financial statements.  The County Commingled Pool is not registered with the Securities and 
Exchange Commission (SEC) and is not rated. 
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Fair Value Measurements 
 
The Commission categorizes its fair value measurements within the fair value hierarchy established by generally 
accepted accounting principles. These principles recognize a three‐tiered fair value hierarchy, as follows: 

• Level 1 inputs are quoted prices in active markets for identical assets 
• Level 2 inputs are prices that are based on a similar observable asset either directly or indirectly, 

which may include inputs in markets that are not considered to be active 
• Level 3 inputs are significant unobservable inputs. 

 
The Commission’s investments have the following recurring fair value measurements as of June 30, 2023: 
 

Quoted Price in 
Active Markets for Significant other Significant
Identical Assets Observable Inputs Unobservable Inputs

Fair Value (Level 1) (Level 2) (Level 3)

U.S. Treasury obligations 15,860,311$       ‐$                               15,860,311$            ‐$                              
Federal agency securities 4,385,047            ‐                                 4,385,047                 ‐                                
Asset backed security 1,433,581            ‐                                 1,433,581                 ‐                                
Corporate bonds and notes 5,885,334            ‐                                 5,885,334                 ‐                                

27,564,273          ‐$                               27,564,273$            ‐$                              

Money market mutual funds 243,203              
County investment pool 929,177              

Total pooled and direct investments 28,736,653$      

Investment

Fair Value Measuring Using

Investments Not Subject 
to Fair Value Hierarchy

Deposits and withdrawals of Funds held in the County Investment Pool are made on the basis of $1 and not fair 
value, accordingly, First 5 Santa Clara County’s proportionate share of investments in the County of Santa Clara 
County Investment Pool at June 30, 2023, of $929,177 is an uncategorized input, not defined as a level 1, level 2 
or level 3 input and approximates fair value. The valuation of the Money Market Mutual funds is at one‐dollar 
net asset value (NAV) per share.  Money Market Mutual funds may be redeemed daily.  
 
 
Note 3 ‐  Lease Receivable 
 
The Commission as a lessor leases various office spaces to 4 different tenants on a fixed monthly fee.  The 
remaining receivable for these leases was $291,911 for the year ended June 30, 2023. Deferred inflows related 
to these leases were $280,741 as of June 30, 2023. Interest revenue recognized on these leases was $9,396 for 
the year ended June 30, 2023. Principal receipts of $106,430 were recognized during the fiscal year. The interest 
rate on the leases ranged from 1.46% to 5.05%. Final receipt is expected between September 2024 to August 
2037 depending on the lease. 
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Note 4 -  Capital Assets 
 
A summary of changes in capital assets recorded in governmental activities follows: 
 

Balance Balance
July 1, 2022 Increases Decreases End of Year

Capital assets not being depreciated
Land 2,357,856$    -$                     -$                     2,357,856$    

Capital assets being depreciated
Building 3,000,908      -                       -                       3,000,908      
Building improvements 1,330,171      26,263            -                       1,356,434      
Furniture and equipment 311,773          -                       -                       311,773          

Total capital assets being
depreciated 4,642,852      26,263            -                       4,669,115      

Less accumulated depreciation for
Building 2,525,806      150,048          -                       2,675,854      
Building improvements 1,106,851      66,967            -                       1,173,818      
Furniture and equipment 289,645          6,977              -                       296,622          

Total accumulated depreciation 3,922,302      223,992          -                       4,146,294      

Total capital assets being
depreciated, net 720,550          (197,729)        -                       522,821          

Right to use subscription IT assets 
being amortized -                       129,984          -                       129,984          

Less accumulated amortization for
Right to use subscription IT assets -                       14,443            -                       14,443            

Total right to use subscription IT 
asset being amortized, net -                       115,541          -                       115,541          

Total capital and subscription IT
assets, net 3,078,406$    (82,188)$        -$                     2,996,218$    

 
Depreciation expense for the year ended June 30, 2023, was $223,992 and amortization expense was $14,443. 
Depreciation expense and amortization expense is included in the early childhood development function on the 
statement of activities.  
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Note 5 -  Subscription-Based Information Technology Arrangements (SBITA) 
 
During the current year, the Commission entered into a SBITA for the use of grant related software. As of  
June 30, 2023, the value of the SBITA liability was $84,584. The Commission is required to make annual principal 
and interest payments of $45,400 through March 2025. The SBITA liability was valued using a discount rate of 
4.9% based on the Commission’s incremental borrowing rate.  
 
A summary of the changes in the subscription liability during the year ended June 30, 2023 is as follows: 
 

Balance
Beginning of Balance Amount Due

Year Increases Decreases End of Year within one year

Subscription IT Liability -$                     129,984$       45,400$          84,584$          41,289$                

  
Remaining obligations associated with these leases are as follows: 
 

Fiscal Year
Ended June 30, Principal Interest

2024 41,289$            4,111$              
2025 43,295              2,105                

Total 84,584$            6,216$              

 
 
Note 6 -  Compensated Absences 
 
Changes in the compensated absences liability for the fiscal year ended June 30, 2023, are summarized as 
follows: 
 

Balance
Beginning Balance Amount Due

of Year Increases Decreases End of Year within one year

Compensated Absences 374,478$       556,430$       487,104$       443,804$       399,034$       
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Note 7 -  Post-Employment Benefits 
 
Deferred Compensation Plan  
 
The Commission offers its employees a deferred compensation plan created in accordance with Internal 
Revenue Code Section 457 (the "457 Plan"). The 457 Plan is available to all employees, excluding employees who 
work less than 20 hours a week, and permits them to defer a portion of their salary until future years. The 457 
Plan is administered by the American Trust Company. The Commission has no administrative involvement and 
does not perform the investing function. The 457 Plan assets are not included in the Commission's financial 
statements. 
 
Retirement Plan 
 
In November 2001, the Commission's Board approved the implementation of an Internal Revenue Code Section 
401(a) Retirement Plan (the "Plan") effective January 1, 2002 for all Commission employees. The Plan is a 
defined contribution plan administered by the American Trust Company. The Plan is open to all employees, 
excluding employees who work less than 20 hours per week. Currently, 47 participants are enrolled in the Plan. 
The Plan provides retirement benefits based on the employee's salary and years of service. 
 
Employees who were hired before February 1, 2021, attain full vesting rights after three years of service. Those 
who hired on or after February 1, 2021, achieve full vesting after completing five years of employment. The Plan 
requires employer contributions of 7% of employee’s compensation. The Commission's contributions under this 
requirement were $330,383 for the year ended June 30, 2023. The Commission also contributes a dollar-for-
dollar match on the elective deferrals noted in the deferred compensation plan to a maximum of 5% of each 
employee's annual compensation. The Commission's contributions were $187,675 for the year ended June 30, 
2023. Additional supplemental contributions may be made by the Commission based on a compensation 
arrangement between employee and the Commission. The contribution requirements of Plan members and the 
Commission are established by and may be amended by the American Trust Company. 
 
 
Note 8 -  Risk Management 
 
The Commission is exposed to various risks of loss related to torts: theft, damage, and/or destruction of assets; 
errors and omissions; injuries to employees; natural disasters; unemployment; and health benefits to 
employees. The Commission has purchased insurance to cover general liability up to $5 million, workers 
compensation up to $5 million, property insurance up to $25 million, auto liability up to $5 million, and 
employment practice up to $2 million. 
 
During the year ending June 30, 2023, the Commission had no settlements exceeding insurance coverage for 
these categories of risk. For the past three years, settlements or judgment amounts have not exceeded 
insurance provided for the First 5 Santa Clara County. 
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Note 9 -  Significant Grantees 
 
The Commission has fifteen grantees who obtained approximately 74% of total grant expenditures for the year 
ended June 30, 2023. These grantees also make up approximately 82% of accounts payable as of June 30, 2023.  
 
 
Note 10 -  Related Party Transactions 
 
Throughout the year, the Commission also provides grants to organizations in which the Commissioners are 
involved. The Commissioners involved in the grantee organization abstain from voting on any grant related 
matters, including the approval process of the grant. The following is a summary of the approved grants, actual 
grant expenditures, and outstanding accounts payable with grants in which Commissioners were involved for 
the years ended June 30, 2023: 
 

Fiscal Year 
2022-23

Related Party Expenditures

County of Santa Clara 2,100,797$              
Santa Clara County Office of Education 663,515                   
Santa Clara County Library District 3,024                        
Valley Health Foundation 415,329                   

3,182,665$              

 
The following table shows balances due to agencies represented by Commissioners at June 30, 2023: 
 

Related Party Amount Due

County of Santa Clara 1,128,520$              
Santa Clara County Office of Education 125,684                   
Valley Health Foundation 115,093                   

1,369,297$              

 
The following table shows receivables (amount due) and revenue with agencies represented by Commissioners 
for the fiscal year ended June 30, 2023: 
 

Fiscal Year 
Fiscal Year 2022-23

Related Party Amount Due Revenues

County of Santa Clara 1,806,478$              3,772,266$           
Santa Clara County Office of Education 159,663                   1,432,362             

Total 1,966,141$              5,204,628$           
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Note 11 -  Program Evaluation Costs 
 
The Commission spent $408,000 on program evaluation during year ended June 30, 2023. 
 
 
Note 12 -  Correction of Errors 
 
In the governmental fund financial statements, receivables associated with non-exchange transactions that will 
not be collected within the availability period should be recorded as deferred inflows of resources as unavailable 
revenue. The Commission has a period of availability of 90 days after year end, however, the prior period 
financial statements did not properly record deferred inflows - unavailable revenue of $2,594,002 at June 30, 
2022.  Also, receivables were overstated at June 30, 2022 in the amount of $250,000.  The Commission recorded 
a prior period adjustment to properly reflect the beginning balance of unavailable revenue and to correct grant 
receivables at June 30, 2022, as follows:  
 
General Fund:
Fund Balance, as previously reported at June 30, 2022 34,744,456$    
Adjustment to grant and other receivables (250,000)          
Adjustment to deferred inflows - unavailable revenues (2,594,002)       

Fund Balance, as restated, as of July 1, 2022 31,900,454$    

Governmental Activities:
Net Position, as previously reported at June 30, 2022 37,448,384$    
Adjustment to grant and other receivables (250,000)          

Net Position, as restated, as of July 1, 2022 37,198,384$    
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First 5 Santa Clara County 
Schedule of Revenues, Expenditures and Changes in Fund Balance – Budget and Actual – General Fund 

For the Year Ended June 30, 2023 
 
 

Variance with
Final budget -

Actual Positive
 Original Final Amounts (negative)

Revenues
Proposition 10 taxes 13,837,090$    13,837,090$    12,691,919$    (1,145,171)$     
Grant revenue 7,743,794        9,457,182        9,930,129        472,947            
Rental income 130,393            130,393            152,774            22,381              
Investment income (loss) 498,534            498,534            43,015              (455,519)          
Medi-Cal administrative agreement 

reimbursement income 1,500,000        1,500,000        1,896,067        396,067            
Other income 300,000            300,000            196,705            (103,295)          

Total revenues 24,009,811      25,723,199      24,910,609      (812,590)          

Expenditures
Current

Salaries and benefits 7,780,502        7,780,502        6,646,685        1,133,817        
Supplies and services 2,848,288        3,135,363        2,682,859        452,504            
Grant expenditures 22,606,810      25,081,325      21,530,677      3,550,648        

Debt Service
Principal -                         -                         45,400              (45,400)             
Interest -                         -                         1,370                (1,370)               

Capital Outlay -                         -                         156,247            (156,247)          

Total expenditures 33,235,600      35,997,190      31,063,238      4,933,952        

Other Financing Sources
IT Subscription -                         -                         129,984            129,984            

Net change in fund balance (9,225,789)$     (10,273,991)$   (6,022,645)       4,251,346$      

Fund Balance - beginning of
year, as restated 31,900,454      

Fund Balance - end of year 25,877,809$    

Budgeted amounts
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First 5 Santa Clara County 
Note to Required Supplementary Information 

For the Year Ended June 30, 2023 
 
 
Note 1 -  Budget 
 
The Commission prepares and legally adopts a final budget before June 30th of each fiscal year. The 
Commission’s operations, commencing July 1st, are governed by the proposed budget, adopted by the 
Commission by June of the prior fiscal year. 
 
An operating budget is adopted each fiscal year in accordance with generally accepted accounting principles 
based on estimates of revenues and anticipated expenditures. 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 if the unpaid contracts in process at year-end are fully performed by 
year-end or purchase commitments satisfied. Unencumbered appropriations lapse at year-end and 
encumbrance balances that will not be honored are liquidated. 
 
The legal level of budgetary control (the level on which expenditures may not legally exceed appropriations) is at 
the total fund level. FIRST 5 does not establish a budget for capital outlay, debt service, or other financing 
sources / (uses). 
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First 5 Santa Clara County 
Schedule of Revenues and Expenditures by Fund Source and Fund Balance of CCFC Funds for First 5 Programs 

For the Year Ended June 30, 2023 
 
 

FIRST 5 County/Local

Revenues 648,546$          -$                       
Expenditures (648,546)           -                         

-                         -                         

IMPACT
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Independent Auditor’s Report on Internal Control over Financial Reporting and on Compliance 
and Other Matters Based on an Audit of Financial Statements Performed in Accordance 

with Government Auditing Standards 

To The Santa Clara County California  
Children and Families First Commission 
FIRST 5 Santa Clara County 
Santa Clara County, California 

We have audited, in accordance with auditing standards generally accepted in the United States of 
America and the standards applicable to financial audits contained in Government Auditing Standards, 
issued by the Comptroller General of the United States, the financial statements of the governmental 
activities and the general fund of the Santa Clara County California Children and Families First 
Commission (FIRST 5 Santa Clara County or the Commission), a component unit of the County of Santa 
Clara, California, as of and for the year ended June 30, 2023, and the related notes to the financial 
statements, which collectively comprise the Commission’s basic financial statements and have issued 
our report thereon dated October 6, 2023. Our report included emphasis of matter paragraphs related 
to the correction of errors in the previously issued financial statements and regarding the 
implementation of GASB Statement No. 96, Subscription-Based Information Technology Arrangements,
effective July 1, 2022. 

Report on Internal Control over Financial Reporting 

In planning and performing our audit of the financial statements, we considered the Commission’s 
internal control over financial reporting (internal control) as a basis for designing audit procedures that 
are appropriate in the circumstances for the purpose of expressing our opinions on the financial 
statements, but not for the purpose of expressing an opinion on the effectiveness of the Commission’s 
internal control. Accordingly, we do not express an opinion on the effectiveness of the Commission’s 
internal control. 

Our consideration of internal control was for the limited purpose described in the preceding paragraph 
and was not designed to identify all deficiencies in internal control that might be material weaknesses or 
significant deficiencies and therefore, material weaknesses or significant deficiencies may exist that 
have not been identified. However, as described in the accompanying Schedule of Findings and 
Responses, we identified certain deficiencies in internal control that we consider to be a material 
weakness and significant deficiency.  

A deficiency in internal control exists when the design or operation of a control does not allow 
management or employees, in the normal course of performing their assigned functions, to prevent, or 
detect and correct, misstatements on a timely basis. A material weakness is a deficiency, or a 
combination of deficiencies, in internal control, such that there is a reasonable possibility that a material 
misstatement of the entity’s financial statements will not be prevented or detected and corrected on a 
timely basis. We consider the deficiency described in the accompanying Schedule of Findings and 
Responses as item 2023-001 to be a material weakness. 

What inspires you, inspires us. | eidebailly.com
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A significant deficiency is a deficiency, or a combination of deficiencies, in internal control that is less 
severe than a material weakness, yet important enough to merit attention by those charged with 
governance. We consider the deficiency described in the accompanying Schedule of Findings and 
Responses as item 2023-002 to be significant deficiency. 

Report on Compliance and Other Matters 

As part of obtaining reasonable assurance about whether the Commission’s financial statements are 
free from material misstatement, we performed tests of its compliance with certain provisions of laws, 
regulations, contracts, and grant agreements, noncompliance with which could have a direct and 
material effect on the financial statements. However, providing an opinion on compliance with those 
provisions was not an objective of our audit, and accordingly, we do not express such an opinion. The 
results of our tests disclosed no instances of noncompliance or other matters that are required to be 
reported under Government Auditing Standards.  

Commission's Response to Findings 

Government Auditing Standards requires the auditor to perform limited procedures on the 
Commission's responses to the findings identified in our audit and described in the accompanying 
Schedule of Findings and Responses. The Commission's responses were not subjected to the other 
auditing procedures applied in the audit of the financial statements and, accordingly, we express no 
opinion on the responses. 

Purpose of this Report 

The purpose of this report is solely to describe the scope of our testing of internal control and 
compliance and the results of that testing, and not to provide an opinion on the effectiveness of the 
entity’s internal control or on compliance. This report is an integral part of an audit performed in 
accordance with Government Auditing Standards in considering the entity’s internal control and 
compliance. Accordingly, this communication is not suitable for any other purpose. 

Sacramento, California 
October 6, 2023 
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First 5 Santa Clara County 
Schedule of Findings and Responses 

For the Year Ended June 30, 2023 
 
 
2023-001  Receivable and Revenue Recognition   
 

Criteria 
 
Under Governmental Accounting Standards Board (GASB) Statement No. 33, Accounting and 
Financial Reporting for Nonexchange Transactions, revenues for voluntary non-exchange 
transactions (grants, private donations, etc.) are recognized in the period when all applicable 
eligibility requirements have been met and the resources are available.  Under GASB 65, Items 
Previously Reported as Assets and Liabilities, when an asset is recorded in the governmental 
fund financial statements, but the revenue is not available, the government should report a 
deferred inflow of resources until such time as the revenue becomes available. The Commission 
considers the resources available if they have been received within 90 days after the end of the 
fiscal year. 
 
Also, the approval of grant agreements, acceptances of terms and conditions, delivery of project 
spending plans and similar to granting agencies does not result in the immediate recognition of 
revenue.   These contractual agreements only provide evidence of the recipient government’s 
(the Commission) acceptance of the terms and conditions of the provider government’s 
program, including eligibility requirements in that program. 
 
Condition 
 
Material Weakness - The Commission’s year-end financial close process did not include 
procedures to ensure that receivables and unavailable revenue transactions are recorded in 
conformance with generally accepted accounting principles applicable to governmental entities 
(GAAP). 
 
During our audit we identified the following misstatements: 

• Deferred inflows - unavailable revenue was not recorded in the Commission’s prior year 
Balance Sheet, resulting in an overstatement of beginning fund balance and 
understatement of current year grant and other revenues for the general fund in the 
amount of $2,594,002.  

• A receivable totaling $250,000 was recorded in the prior year’s financial statements 
based on approval/notification of the grant awards, however, this does not meet 
receivable recognition requirements and funds have not yet been received at the time 
of audit.  This resulted in an overstatement of $250,000 in beginning fund balance and 
net position.  

• Receivables totaling $575,000 were recorded during the current year based on 
approval/notification of the grant awards, however, this does not meet receivable 
recognition requirements.  As such, current year revenues for the general fund and 
governmental activities were overstated by $500,000 and unearned revenue was 
overstated by $75,000.
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Cause:  
 
The Commission’s procedures did not include a review of receivable and revenues in accordance 
with revenue and receivable recognition requirements for voluntary non-exchange transactions, 
to ensure amounts were recorded in accordance with generally accepted accounting principles 
as promulgated by the Governmental Accounting Standards Board (GASB).  
 
Effect: 
 
Adjustments were necessary to fairly present the prior period and current year financial 
statements. 
 
Context: 
 
The condition was noted during our testwork over the Commission’s receivables and revenues.  
 
Recommendation: 
 
We recommend that the Commission develop review and reconciliation procedures to ensure 
that deferred inflows – unavailable revenue is recorded for any accrued revenues where the 
payment will not be received within 90 days after the end of the fiscal year.  We also 
recommend the Commission to develop procedures to review grants where payments are 
received in a lump-sum (i.e. not reimbursement based) to ensure the revenue is recognized or 
deferred in accordance with GAAP.    
 
View of Responsible Officials and Planned Corrective Action 
 
We accept Eide Bailly’s analysis and we have developed new processes to evaluate all grant 
revenue received and to record them properly, in the appropriate periods and amounts. 

 
 
2023-002  Bank Reconciliation Approvals 
 

Criteria   
 
Bank accounts should be reconciled and all differences between book and bank balances should 
be investigated on a timely basis by appropriate accounting personnel so that errors and 
adjustments can be quickly identified and corrected.  Bank reconciliations also should be 
reviewed for errors and accuracy by an individual other than those that prepared the 
reconciliation, and evidence of the review and approval should be maintained.  
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Condition 
 
We noted that the Commission performs a bank reconciliation monthly, and per inquiry with 
management the reconciliations are reviewed by a separate individual (management) for 
accuracy and to identify any errors or unusual reconciling items.  However, the Commission 
does not maintain documented evidence of this review, for example, a signature by the 
preparer of the reconciliation, and a signature of the designated approver.  
 
Context 
 
The condition was noted during our testwork over the Commission’s bank reconciliations 
performed during the fiscal year. 
 
Effect 
 
Without documentations of the review and approvals process, it cannot be independently 
verified (such as by auditors) that the internal control and approval process is being performed.  
 
Cause 
 
The Commission did not ensure that approvals over the bank reconciliations are being 
maintained.   
 
Recommendation 
 
These reviews are an integral part of the internal control structure and the lack of 
documentation that these processes took place weakens the system. We strongly recommend 
that each review be documented with the initials or signature of the reviewer and the date on 
which the review was performed. 

 
View of Responsible Officials and Planned Corrective Action 
 
Management has added a procedure that the Controller will sign the Bank Reconciliation when 
reviewed each month.  
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Independent Auditor’s Report on State Compliance 

To The Santa Clara County California  
Children and Families First Commission 
FIRST 5 Santa Clara County 
Santa Clara County, California 

Report on Compliance 

Opinion 

We have audited the First 5 Santa Clara County Children and Families Commission’s (Commission),  
a component unity of the County of Santa Clara, California, compliance with the requirements specified 
in the State of California’s Standards and Procedures for Audits of Local Entities Administering the 
California Children and Families Act, issued by the State Controller’s Office, applicable to the 
Commission’s statutory requirements identified below for the year ended June 30, 2023. 

In our opinion, the Commission complied, in all material respects, with the compliance requirements 
referred to above that could have a direct and material effect on the California Children and Families 
Program for the year ended June 30, 2023. 

Basis for Opinion 

We conducted our audit of compliance in accordance with auditing standards generally accepted in the 
United States of America (GAAS), the standards applicable to financial audits contained in Government 
Auditing Standards, issued by the Comptroller General of the United States and the State of California’s 
Standards and Procedures for Audits of Local Entities Administering the California Children and Families 
Act, issued by the State Controller’s Office. Our responsibilities under those standards are further 
described in the Auditor’s Responsibilities for the Audit of Compliance section of our report. 

We are required to be independent of the Commission and to meet our other ethical responsibilities, in 
accordance with the relevant ethical requirements relating to our audit. We believe that the audit 
evidence we have obtained is sufficient and appropriate to provide a basis for our opinion. Our audit 
does not provide a legal determination of the Commission’s compliance with the compliance 
requirements referred to above. 

Responsibilities of Management for Compliance 

Management is responsible for compliance with the requirements referred to above, and for the design, 
implementation, and maintenance of effective internal control over compliance with the requirements 
of laws, statutes, regulations, rules, and provisions of contracts or grant agreements applicable to the 
California Children and Families Program. 
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Auditor’s Responsibilities for the Audit of Compliance 
 
Our objectives are to obtain reasonable assurance about whether the material noncompliance with the 
compliance requirements referred to above occurred, whether due to fraud or error, and express an 
opinion on the Commission’s compliance based on our audit. Reasonable assurance is a high level of 
assurance but is not absolute assurance and therefore is not a guarantee that an audit conducted in 
accordance with GAAS, Government Auditing Standards, and the State of California’s Standards and 
Procedures for Audits of Local Entities Administering the California Children and Families Act will always 
detect a material misstatement when it exists. The risk of not detecting a material misstatement 
resulting from fraud is higher than for one resulting from error, as fraud may involve collusion, forgery, 
intentional omissions, misrepresentations, or the override of internal control. Noncompliance with the 
compliance requirements referred to above is considered material if there is a substantial likelihood 
that, individually or in the aggregate, it would influence the judgment made by a reasonable user of the 
report on compliance about the Commission’s compliance with the requirements of the California 
Children and Families Program as a whole. 
 
In performing an audit in accordance with GAAS, Government Auditing Standards, and the State of 
California’s Standards and Procedures for Audits of Local Entities Administering the California Children 
and Families Act, we: 
 

• Exercise professional judgment and maintain professional skepticism throughout the audit; 
• Identify and assess the risks of material noncompliance, whether due to fraud or error, and 

design and perform audit procedures responsive to those risks. Such procedures include 
examining, on a test basis, evidence regarding the Commission’s compliance with the 
compliance requirements referred to above and performing such other procedures as we 
consider necessary in the circumstances; 

• Obtain an understanding of the Commission’s internal control over compliance relevant to the 
audit in order to design audit procedures that are appropriate in the circumstances and to test 
and report on internal control over compliance in accordance with the State of California’s 
Standards and Procedures for Audits of Local Entities Administering the California Children and 
Families Act, but not for the purpose of expressing an opinion on the effectiveness of the 
Commission’s internal controls over compliance. Accordingly, we express no such opinion; and 

• Select and test transactions and records to determine the Commission’s compliance with the 
state laws and regulations applicable to the following items: 
 
 
Description 

 Audit Guide 
Procedures 

 Procedures 
Performed 

Contacting and procurement  6  Yes 
Administrative costs  3  Yes 
Conflict-of-interest  3  Yes 
County Ordinance  4  Yes 
Long-range Financial Plans  2  Yes 
Financial Condition of the Commission  1  Yes 
Program Evaluation  3  Yes 
Salaries and Benefits Policies  2  Yes 
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We are required to communicate with those charged with governance regarding, among other matters, 
the planned scope and timing of the audit and any significant deficiencies and material weaknesses in 
internal control over compliance that we identify during the audit.  

Internal Control over Compliance 

A deficiency in internal control over compliance exists when the design or operation of a control over 
compliance does not allow management or employees, in the normal course of performing their 
assigned functions, to prevent, or detect and correct, noncompliance on a timely basis. A material 
weakness in internal control over compliance is a deficiency, or a combination of deficiencies, in internal 
control over compliance, such that there is a reasonable possibility that a material noncompliance with a 
compliance requirement will not be prevented, or detected and corrected, on a timely basis. A 
significant deficiency in internal control over compliance is a deficiency, or a combination of deficiencies, 
in internal control over compliance that is less severe than a material weakness in internal control over 
compliance, yet important enough to merit attention from those charged with governance.  

Our consideration of internal control over compliance was for the limited purpose described in the 
Auditor’s Responsibilities for the Audit of Compliance section above and was not designed to identify all 
deficiencies in internal control over compliance that might be material weaknesses or significant 
deficiencies in internal control over compliance. Given these limitations, during our audit, we did not 
identify any deficiencies in internal control over compliance that we consider to be material 
weaknesses, as defined above. However, material weaknesses or significant deficiencies in internal 
control over compliance may exist that were not identified.  

Our audit was not designed for the purpose of expressing an opinion on the effectiveness of internal 
control over compliance. Accordingly, no such opinion is expressed.  

The purpose of this report on internal control over compliance is solely to describe the scope of our 
testing of internal control over compliance and the results of that testing based on the State of 
California’s Standards and Procedures for Audits of Local Entities Administering the California Children 
and Families Act. Accordingly, this report is not suitable for any other purpose.  

Sacramento, California 
October 6, 2023 




