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Agenda Item No. 4 

March 7, 2012 Meeting 
 
DATE: February 28, 2012  
 
TO:  Children and Families Commission of Orange County 

FROM: Michael M. Ruane, Executive Director  
 
SUBJECT: Fiscal Year 2012-13 Budget Assumptions  
 
SUMMARY: 
This agenda item and the accompanying presentation identify the assumptions and plans for the 
FY 2012-13 Budget.  The proposed budget plan is consistent with the direction provided by your 
Commission at the November and February meetings and reflects a reduction of base budget 
program spending from $30 million to $29 million.  The presentation also includes a brief update 
on the FY 2011-12 actual vs. budgeted tobacco tax revenue.   
 
Background 
At the November meeting, your Commission received an update on the Long Term Financial 
Plan (LTFP) and reviewed three different funding assumption scenarios.  Commission direction 
was to continue with the current step-down approach embedded in the LTFP and to reduce 
program spending gradually over the next three to four, depending on actual revenue, to bring 
the total budget in line with forecasted revenue.  This will result in a gradual reduction in the 
long-term sustainability funds.   
 
As a result of the favorable ruling regarding the AB 99 lawsuit, your Commission developed a 
portfolio of catalytic investments to achieve long-term operational savings, address community 
needs and priorities, and made an immediate impact on the community.  In February, your 
Commission approved the first round of Catalytic Funding totaling $45 million.  Separate agenda 
items have been filed related to the status of those projects.  The projected savings from these 
catalytic investments allows the Commission to achieve the targeted savings in FY 2012-13 
without additional program budget reductions.   
 
The attached presentation provides a summary of the tobacco tax revenue received to date and an 
overview of the FY 2012-13 budget assumptions and process.  Specifically, the staff presentation 
addresses the following: 
 
• FY 2011-12 tobacco tax revenue through December 31, 2012 in comparison to prior year 

actuals – Actual revenue through December 31 is approximately 2% higher than the prior 
year period.  No budget change is requested at this time. 

• FY 2012-13 budget assumptions related to revenue, program renewals and administrative 
expenses – The FY 2012-13 budget assumptions are consistent with prior Commission 
direction.  The proposed budget will incorporate two-year budget program allocations.  



 

Consistent with Commission policy, administrative expenses will be limited to 10% of 
the annual budget. 

• Proposed FY 2012-13 budget timeline and process – The FY 2012-13 Budget and 
Operating Plan will be presented to the Commission in April and May. 

 
Based upon Commission direction, staff is prepared to continue the budget development and 
planning process.   
 
 
STRATEGIC PLAN & FISCAL SUMMARY: 
This agenda item is consistent with all Strategic Plan goals.  The Proposed Funding Allocation 
Plan would require an adjustment to the adopted FY 11/12 Budget and FY 12/13 and FY 13/14 
Budget assumptions.  
 
 
PRIOR COMMISISON ACTIONS: 
• February 2012 – Approve $45 million in Catalytic Funding Allocations 
• January 2012 – Approve funding level of $45 million for Catalytic Investments 
• December and November 2011 - Received the Strategic Financial Planning Presentation 
• October 2011 – Received presentation of the Budget Update and Proposed Strategic Planning 

Process 
• September 2011 – Received Annual External Audit Process and Preliminary Year-End 

Financial Results 
 
 
RECOMMMENDED ACTIONS: 
1. Receive the FY 2012-13 Budget Assumptions and Process Presentation 
2. Provide policy direction on the FY 2012-13 Budget Assumptions and direct staff to 

undertake the required implementing actions.  
 
 
ATTACHMENTS: 
1. FY 2012-13 Budget Assumptions and Process Presentation  
 
 
 
Contact:  Christina Altmayer 
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Today’s Agenda 

• Review FY 2011‐12 Budget and Revenue through December 
31, 2012

• Request Board approval of the FY 2012‐13 Budget 
Assumptions
– Revenue

– Program Renewals

– Administration

• FY 2012‐13 Budget Timeline and Process
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Despite short term positive results, long term 
outlook is declining revenue
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Long Term Financial Plan Adjusts Spending to Long 
Term Revenue Forecast

Long Term Financial Plan assumes:
1. Revenue decline consistent with revenue forecast
2. AB99 reserve redirected to Catalytic Program per Commission action
3. Administration limited to 10% annually
4. Fund balance maintained at 25% per Commission policy.  May need to be revisited in FY 2019.
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FY 2011‐12 Budget Summary

• FY 2011/12 Baseline Budget approved by Commission in May 2011 included:
– $30 million baseline budget
– $1.75 million in catalytic funding
– $3.5 million in administrative expenses.

Note:  An additional $1.2 million in carryover expenses approved as part of the amended 
budget in October.

• Catalytic Funding
– $1.3 million to be invested in community clinic and specialty medical programs
– $250,000 for the OC STEM (Science, Technology, Engineering, Math) of STEM education 

in Orange County.
– $200,000 one‐time funding for the MIND Research Institute for the FY 2011/12 

component of the early math project to develop a service delivery model.
– Additional $940,000 within the Homeless Budget

• Amended Budget approved in October 2011 to account for carryover and 
other non‐baseline revenue/expenses.  FY 2012‐13 Budget will built from FY 
2011‐12 Baseline Budget.

5



FY 2011‐12 Revenue Forecast

• FY 2011‐12 Budget
– 5% decline from FY 2010‐11 actuals ($27.3 million) 

• Prop 10 revenue allocations through December 2011
– 6 Month actuals 2% higher than same period in prior year
– November 2011 revenue significantly higher than forecasted due to a lower than 

projected BOE costs; unknown if future reductions will impact current fiscal year
– Monthly actuals continue to show high month to month variability
– Staff is not recommending any budget adjustments at this time

6

FY 11/12 FY 10/11
July $2,921,291 $2,743,625 6.48%
Aug $2,178,837 $2,677,744 -18.63%
Sept $2,976,257 $2,639,398 12.76%
Oct $2,436,435 $2,312,920 5.34%
Nov $1,647,272 $1,230,566 33.86%
Dec $2,232,002 $2,502,804 -10.82%
TOTAL $14,392,094 $14,107,057 2.02%

• Other Unknown Factors
• BOE final administrative 

expenses
• Potential for additional 

tobacco tax pending June 
2012 Ballot may be 
impacting current year 
and future revenue



FY 2012‐13 Budget Assumptions

• Staff will develop the FY 2012‐13 consistent with prior 
Commission direction

• Continue with the planned annual step down strategy               
(November Commission Meeting)

• FY 12/13 ‐ Program funding = $29 million

• FY 13/14 – Program funding = $27.5 million

• Two‐year strategy for budget planning (Approved in December)
– Provide a more productive planning horizon for internal planning and working 

with funding partners.

– Allow initiation of cost‐saving plans that may not yield benefits for 18 to 24 
months.

• Administrative expenses will be limited to 10% of annual budget 
consistent with Commission policy
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FY 2012/2013 Budget Savings

• Catalytic Program approved by the Commission in February is designed to 
realize the the two‐year budget savings

• Commission will re‐evaluate savings against target after conclusion of 
Round 2 catalytic funding
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FY 2012‐13 Budget Renewals

• Renew grants based on reduced FY 11/12 Contracts
– Reflect lower renewals implemented in FY 10/11

– Final contract amounts will be consistent with approved budget

– Subject to annual review and adjustment, as necessary, due to any 
unanticipated revenue impacts

• Allow critical community services to continue and 
partnerships with hospitals, schools districts, including school 
nurses, and other community based agencies
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Next Steps

• Today’s Action
– Approve initial budget assumptions and proposed process

– Funding actions subject to final budget authorization (Agenda Item #5)

• April and May
– FY 2012‐13 Proposed Budget

– Operating and Administrative Business Plan

– Administrative Budget will be consistent with 10% limit

– Review and input by Finance Committee prior to final Commission 
action

• September/October 2012
– Year‐end Financial Report

– Final budget adjustments based on year‐end actuals
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