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First 5 Alameda County

Financial Policies
First 5 Alameda County (F5AC) is a independent governmental organization dedicated to assuring that there is a comprehensive system of early intervention services for children 0 to 5 years of age and families in Alameda County.  The California Children and Families First Act of 1998 (Proposition 10) created a program in the state for the purposes of promoting, supporting, and improving the early development of children from the prenatal stage to five years of age. The intent of this act is to enable counties to create and implement an integrated, comprehensive and collaborative system of information and services to enhance optimal early childhood development. 

F5AC is governed by nine commissioners who are appointed by the Alameda County Board of Supervisors.  F5AC’s primary funding source is Proposition 10 tobacco taxes. 

As a legally separate and fiscally independent agency, F5AC has the responsibility to establish and maintain sound financial policies that will assure F5AC’s continuing ability to achieve its goal of improving health and developmental outcomes of children in Alameda County ages 0 to 5.  The overriding fiscal policy of F5AC is to maintain programs at a high level through 2013 in the face of declining Proposition 10 revenue stream by strategically drawing from reserves.

The goal of establishing the fiscal policies as detailed herein is to provide F5AC management with appropriate guidance to facilitate management decisions and to document the Commission’s delegation of decision making to management.  Management will implement these policies through adoption of a Financial Management, Accounting and Administrative Procedures Manual. 

I. Accounting, Financial Reporting & Auditing

F5AC will establish and maintain the highest standard of accounting practices. 

A. A comprehensive accounting process will be maintained to provide complete and timely financial information necessary to effectively operate F5AC. 

B. Accounting procedures will be documented to guide employees in their tasks, to assure consistency in F5AC’s accounting practices, and to assist during employee turnover (see Appendix A).

C. F5AC will meet the financial reporting standards established by the Governmental Accounting Standards Commission.

D. An annual audit will be performed by an independent certified public accountant in accordance with the requirements of California law, First 5 California, and in accordance with the contract with Alameda County. 

E. F5AC will prepare and issue timely quarterly financial reports to F5AC’s management and staff, and will provide more frequent reports as requested.  F5AC will issue the most recent financial report to the Commission at each meeting.  It will also prepare and issue a six-month mid-year report for budget review purposes.

F. To the extent possible, F5AC shall organize and assign work duties and responsibilities so that no single employee performs a complete accounting cycle. Employees with access to cash and other physical assets will not also have access to the accounting records.  Established procedures shall require proper authorizations by designated persons for all significant actions taken.

II. Financial Reserves and Goals

Sufficient financial reserves in the Children’s Sustainability Fund are critical to F5AC’s ability to achieve its mission of improving health and developmental outcomes of children ages 0 to 5 in Alameda County.

A. F5AC will maintain the Children’s Sustainability Fund in accordance with the Long Range Financial Plan approved by the Commission on March 25, 2004, and any subsequently approved Long Range Plans.  Prudent use of reserves will enable F5AC to maintain programs at a high level through 2013 in the face of declining Proposition 10 revenues.  

B. F5AC will maintain specific reserves required by law and/or debt covenants and any general reserve requirements as may be set from time to time by the Commission.

C. F5AC will maintain sufficient reserve to support the cost of reimbursement in the case of audit exception in federal fiscal leveraging.

D. Unspent funds at year end will close to the Children’s Sustainability Fund, unless roll over to the new year is approved by the Commission.

III. Budget Adoption and Amendment

The budget is the central financial planning document that encompasses all revenue and expenditure decisions related to operations and to capital expenditures.  It establishes the level of service to be provided by F5AC within the restriction of anticipated available funds.  

A. F5AC will adopt, by resolution, a budget by June 30 each year.

B. The annual budget will be a balanced budget consisting of budgetary revenues, restricted carryover and, in accordance with the 10 -Year Financial Plan, augmentation from the Children’s Sustainability Fund.

C. F5AC will maintain a budgetary control process to ensure compliance with the budget.  The budget will be managed at the program level (i.e. program will not overspend its budget).  

D. The Commission will formally review F5AC’s fiscal condition, and amend the budget if necessary, approximately six months after the beginning of each fiscal year.

E. Budget transfers between programs and budget adjustments that increase the authorized spending level of a program must be approved by the Commission.

IV. Revenue Accounting 

F5AC will maintain adequate control over revenues for accounting and reporting purposes. The accounting process will provide for timely and accurate recording and processing of revenue transactions as well as any specific reporting required.

A. Revenue will be maximized by using Proposition 10 funds to match in accordance with F5AC’s Fiscal Leveraging Policy, adopted by the Commission on September 2000, and any subsequently approved policies.

B. State and Federal funds, as well as private grants, may be utilized as long as F5AC determines that the total costs and requirements of accepting the funds are judged not to adversely impact general operations.

C. Accounting for third party grants or contracts will allow for separate reporting of the activity as both a program of F5AC and in accordance with the requirements of the grant or contract.

D. If more than one funding source is available for financing a project, the most restrictive sources will be used first.

V. Investments

Adequate cash management and investment procedures can help ensure that sufficient funds are available to meet current expenditures.

A. The Commission will annually review and approve the Investment Policy (see Appendix B) in accordance with the California Government Code section 53646.

B. The investment policy shall require that idle cash is invested in accordance with the following order of priority: 1) Legality, 2) Safety, 3) Liquidity and 4) Yield.

C. F5AC shall maintain a cash management process which includes receipt of Proposition 10 tax revenues from the County treasury, disbursement of funds and prudent investment of its available cash in accordance with Commission policy in order to provide adequate funds for current operating expenditures.

D. F5AC will only invest in those investments authorized by the California Government Code section 53601.

VI. Cash Collections and Disbursements

A part of the overall maintenance of adequate accounting procedures is the ability to control cash collections and disbursements. Accounting procedures for these areas should be developed to ensure timely processing and recording.

A. Disbursements whether in the form of checks, electronic transfers or other means will be approved by the Chief Executive Officer, Deputy Director or Director of Finance and Administration, adequately documented, and accurately recorded in the accounting records. A process for retaining and retrieving supporting disbursements documentation will be maintained.

B. The processes for cash collections and disbursements will provide for segregation of duties to the greatest extent possible.  Bank reconciliations will be performed on a timely basis and reviewed on a timely basis by the Controller, who shall not be involved in the cash collection or disbursement process. 

C. All cash collections whether in the form of checks or currency will be deposited in a timely manner, safeguarded until properly deposited, and accurately recorded in the accounting records.

D. A receivables process will be maintained that identifies and bills all amounts due F5AC on a timely basis.  The process will identify overdue receivables and provide timely collection notices.

VII. Purchasing and Contracting

F5AC will provide a system of controls over all purchasing and contracting activities. A purchasing process shall provide for the efficient purchasing for F5AC supplies, equipment and services.  It shall prevent unnecessary purchases of materials and supplies, and provide compliance with budgetary requirements.

A. To the extent possible, Alameda County vendors will be considered.  
B. In accordance with the requirements set forth in Government Code section 130140(d)(4)(B) and Public Contract Code section 3410, preference will be given to United States grown produce and United States processed foods, when there is a choice and when it is economically feasible to do so.  In accordance with the statute, F5AC can make the determination of what is “economically feasible”, considering the total cost, quantity and quality of the food and the budget and policies of F5AC.
C. In accordance with the requirements set forth in Government Code section 130140(d)(4)(B) and Public Contract Code sections 22150 to 22154, F5AC will purchase recycled products instead of non-recycled products whenever recycled products are available at the same or lesser total cost than non-recycled products.   In addition, F5AC will require vendors of supplies to comply with the Government Code sections referenced above, which require that such businesses certify in writing the minimum, if not exact, percentage of postconsumer materials in the products and supplies offered or sold to F5AC.  F5AC may waive this certification requirement if the percentage of postconsumer material can be verified in a written advertisement, such as a product label, catalog, or website.
D. F5AC will obtain formal proposals through a request for proposal process for each purchase of supplies, equipment or services in an amount of $25,000 or more.  For purchases of supplies, equipment or services in dollar amounts greater than $5,000 but less than $25,000, F5AC shall obtain at least three documented quotes.  The best proposal shall be determined based on the best combination of price and quality.  Quotes may be obtained in writing or from published price lists.  Purchases of supplies, equipment or services in dollar amounts less than $5,000 may be made at purchaser’s discretion, keeping within budget guidelines.

E. F5AC employees can purchase up to $1,000 per transaction on behalf of F5AC and be reimbursed with appropriate documentation and approval of the Chief Executive Officer.  All purchases must be within the approved budget.

F. An F5AC credit card will be available for purchases that are over $1,000 per transaction.  It will be held by the office.

G. All purchases of services over $5,000 shall be documented via a contract.  Only the Directors are authorized to sign contracts and checks.

H. Contracts of $25,000 and above require commission approval, and are signed by the chair or vice-chair of the Commission.  Contracts under $25,000 may be signed by the Chief Executive Officer, Deputy Director, or Finance and Administration Director.

I. F5AC will pay invoices within 40 days of receipt.  When discounts are offered, invoices will be paid within the discount period.

J. For each request for proposal issued, F5AC will establish and communicate to the prospective vendors the bidding or application procedures and evaluation criteria in order to ensure a fair bid or application process and enable F5AC to determine the most cost effective proposals. 

K. F5AC will utilize standardized bidding and application procedures, requests for proposals, contracting provisions, and processes to ensure consistent and effective procurement of supplies, equipment and services.

VIII. Administrative Cost Policy 
Per paragraph 5, subdivision d, Section 130140 of the Health and Safety Code, as amended in Assembly Bill 109, each county commission is required to adopt in a public hearing a limit on the percentage of the county commission’s operating budget that may be spent on administrative functions.  The guidelines for adoption must be consistent with the First 5 Financial Management Guide.

1. Definition of Administrative Costs

The Guide requires a definition of administrative costs in each county.  In Alameda County, administrative costs are defined as follows:

Costs incurred in support of the general management and administration of a First 5 commission, for a common or joint purpose that benefits more than one cost objective (other than evaluation activities) and/or those costs not readily assignable to a specifically benefited cost objective.

Administrative costs are distinguished from Program and Evaluation costs, which are defined as follows:

Program costs.  Costs incurred by a First 5 commission readily assignable to a program or service provider (other than for evaluation activities) and/or in the execution of direct service provision.

Evaluation costs.  Costs incurred by a First 5 commission in the evaluation of funded programs based on their accountability framework and data collection and evaluation for required reporting to the state and local stakeholders.

2. Allocation of Administrative Costs

First 5 Alameda County allocates administrative costs in the attached Schedule A.  Indirect costs will be allocated to Programs using appropriate methods.  Direct costs are not allocated to Programs.

3. Limit on Administrative Costs

The upper limit on to be spent on administrative costs is 10% of the operating budget.

4. Monitoring of Administrative Costs

The limit on administrative costs will be reviewed annually at the time of budget adoption.  Administrative costs will be monitored throughout the year and will be reported on during the quarterly and year-end budget reports.

Administrative Cost Policy - Schedule A

	Expense
	Cost Center
	Allocable or Direct
	Rationale/Allocation Method

	Communications
	Admin
	Direct and Allocable
	Costs are direct when bills are linked to programs.  Where bills are not linked to individuals, costs are allocable by head count.

	Copying/Printing
	Admin
	Allocable
	Head count

	Equipment Leases, Rentals, Maintenance
	Admin
	Direct and Allocable
	If the equipment is purchased for program use, it is direct.  Equipment for general or shared use is allocable by head count.

	Equipment Purchase
	Admin
	Allocable
	Head count

	Insurance
	Admin
	Allocable
	Head count

	Memberships, Dues
	All
	Direct
	Charged directly to division

	Postage
	Admin
	Direct and Allocable
	When postage is for a specific program, it is direct.  If shared, it is allocable by head count.

	Professional Services
	Admin
	Allocable
	Head count

	Space Rental
	All
	Direct
	Based on Square Footage

	Supplies
	Admin
	Direct and Allocable
	If employees order supplies for specific program use, it is direct; otherwise it is allocable by head count.

	Travel
	Admin
	Direct
	Charged directly to division

	Depreciation
	Admin
	Allocable
	Percentage of budget


[image: image2.wmf] 

1100 San Leandro Blvd. Suite 120, San Leandro California 94577

phone: 510.875.2400  fax: 510.875.2410  email: ackids@acgov.org  www.first5ecc.org
PAGE  

