PLACE HOLDER
ATTACHMENT 24






FIRST THINGS FIRST

AGENDA ITEM: Fiscal Year 2010 and 2011 Budgets

BACKGROUND: First Things First is preparing to close Fiscal Year 2010 and initiate Fiscal Year
2011. Assuch, the Board is being asked to:
» Approve a series of FY10 budget adjustments which will enable FTFto
close the fiscal year in compliance with its statutory requirements.
» Adjust the FY11 budget to reflect changes in anticipated revenues and
shifts in expenditure assignments.
Attached are a series of spreadsheets detailing these adjustments.

STAFF CONTACT: Josh Allen
602 771 5099
iallen@azftf.gov

DETAIL:

Fiscal Year 2010 Close Qut:

Staff is recommending a year-end adjustment which will enable the organization to meet the statutory
requirements related to its program spending. State statute requires all program funds to be either
spent at the regional level or through the Board's statewide initiatives. Additionally, statuie is
interpreted to require that Board-directed statewide program spending be no greater than 10% of the
current year's starting budget allotment/distribution of Program Funds.

For FY10, the effective starting budget for Program Funds was $135 million.  This means no more than
$13.5 million can be spent on Board-directed statewide program initiatives. Current Board funded
statewide initiatives plus the cost of the university consortium’s evaluation effort places FTF over this
threshold. Itis projected that by year end, non-regional program expenditures will exceed the
budget/cap by almost $5.5 million.

In order to correct this situation, the Board is being asked to approve the transfer of excess non-regional
program expenditures from the Program Cost Center to the Administration Cost Center. While the
estimate is $5.5 million, a final amount will be determined upon reconciliation of final FY10
expenditures. The final expenditure transfer will be reported to the Board as part of a budget update
in Fall 2010.



Recormmendation: The Board authorizes FTF staff to shift the necessary amount of non-regional
program expenditures to the Administration Cost Center, so that the remaining non-regional
program expenditures do not exceed $13.5 million {or 10% of the allotted statewide program
funds for FY10).

Fiscal Year 2011 Budget Adjustments:

The Board is being asked to make a series of adjustments to the FY11 budget based on:

e Changes in revenues

+ Projected FY10 fund balance

* Anticipated one-time expenditures'

= Directing a portion of Board-allocated regional discretionary funding to the external university
consortium and internal evaluation projects.

Guiding these recommendations are several assumptions:

e State and regional program budgets must be based on the most current information and
estimates of tobacco revenue. This base allocation is important to maintain consistency among
strategies and programs and avoid funding year-to-year isolated strategies.

s Tobacco revenue is a declining revenue stream; it is imperative that we develop and instigate
hudgets that take into account the decline while minimizing the impact to program delivery.

The current Board-approved budget assumes FY10 collections for Tobacco and Interest [ncome at
$156.5 million. Current estimates place these total collections at about 5135 million (see attached ).
This drop in revenue not only impacts the amount deposited in the Administrative and Program areas,
but also has a direct impact on the amount available for allotment to regions and for Board-directed
statewide program initiatives.

This overall revenue reduction requires expenditures within both Administrative and Programs to be
adjusted accordingly.

Attached are two tables detailing the requested changes to the Administrative operating budget. Both
tables show the previcus year's budget, the original FY11 budget, and the newly proposed budget. One
table presents this information by unit, while the other does so by line item expenditure.

The revised revenue numbers must be translated to revised allotments at the Regional and Statewide
levels. Attached is a table entitled “FY11-Program Spending Budgets”. This table details the new
Regional and Statewide allotment amounts assuming the revised collections figure.

Considering the timing (well after FY11 directions have been set and just shortly before FY12 budgets
are developed) and magnitude of these reductions (approximately $21 million dollars}) it was
determined that it is in the best interest of FTF and the children and families it serves to off-set this
reduction with an intentional spending of fund balance accumulated in FY07, 08 & 09 not previously



distributed. The use of these funds will enable services to not be abruptly curtailed, and allow budgets
to be reviewed and aligned with the new revenue expectations in a thoughtful manner over the next
year. The detail associated with this is found in the attached tables.

FY10 is the first full year of spending at the program level, and in particular at the regional program
level. As a result of a variety of factors, including the amount of time needed by contract awardees to
ramp up operations after having been awarded a grant at the start of the fiscal year (or some point
thereafter), expenditures have been less than the total funds available. These fund halances are
particularly important to the programming efforts within the regions.  As such, the Board is asked to
approve that FY10 regional ending balances (currently estimated at about $34.3 million) be made
available as carry forward. Actual FY10 fund balances (FY11 carry forward balances) will be reported to
the Board as part of a budget update in Fall 2010.

Lastly, the Board is asked to allocate $7.35 million of board discretionary spending in evaluation costs to
the regions as detailed in the attached. This figure represents 90% of the tatal evaluation budget for the
external and internal evaluation projects. The other evaluation components (the remaining 10% and the
FTF evaluation department) are accounted for under the Board's statewide program efforts {see
attached). This change is what ensures overall budget alignment with statutory requirements. If
approved, regions will need to account for this adjustment by adopting a new strategy of evaluation at
this cost. The assigning of this cost to each region is offset by the fact that every region receives Board
discretionary funds, and as seen in the attached, this allotment of funding far out paces the expenditure
obligation regions are being asked to adopt.

Recommendation: The Board approves the revised FY11 budget recommendations as
presented in the attached schedules which include:

1. A reduced base budget of $135 million to align with revised Tobacco Tax projections.

2. Arevised base hudget and net reduction to the administrative cost center.

3. Revised statewide and regional program allotments based on the reduced Tobacco Tax
projections.

4. The use of 1,946,594 of fund balance from the administrative cost center in support of .
expenditures which are one time in nature. R .

5. The use of $20 million of fund balance from the program cost center to be distributed
between statewide and regions so as to ensure continuity of service.

6. The use of FY10 regional fund balances to be carry forwarded within the region in which it
was generated, and combining those dollars with other revenues to establish a revised FY11
regional allocation.

7. The use of $7,351,653.60 in evaluation costs to be distributed among regions and to be paid
from the board’s discretionary spending allotment.






FIRST THING FIRST
Revenues and Allotments

FY10 FY11
Previously Anficipated Proposed Use of Total Means of
Approved Year End Proposed Unallotted Fund Projected FY10  Financing -- Revised
Original Adjustments Currant Adjustments Revised Original Adjustment Revised Balance Carry Forward Budget
REVENUE
Fund Balance - -
Administration 67,771,789.75 67,771,789.75 67,771,789.75 61,6561,383.43 51,661,383.42 1,512,645.50 63,174,028.93
Programs 131,231,787.43 131,231,787.43 131,231,787.43 151,108,876.79 151,108,876.79 36,294,804.90 187,404,681.62
Subtotal 199,003,577.18 - 199,003,577.18 - 159,003,577.18 212,771,260.22 - 212,771,260.22 - 37,807,450.40 250,578,710.62
Previous Year Revenue - -
Administration 15,669,872.52 15,669,872.52 15,665,872.52 15,680,728.00 {2,165,717.10) 13,515,010.90 13,515,010.90
Programs 141,028,847.08 141,028,847.08 141,028,847.08 140,840,896.00  (19,205,798.28) 121,635,097.72 121,635,097.72
Subtotal 156,698,718.60 - 156,658,719.60 - 156,698,719.60 156,521,624.00  (21,371,515.38) 135,150,108.62 - - 135,150,108.62
Total 355,702,296.78 - 355,702,256.78 - 355,702,296.78 360,252,884.22  (21,371,515.38} 347,521,368.84 - 37,807,450.40 385,728,819.24
ALLOTMENTS
Administration
Cperating Budget 15,783,285.00 {2,000.00) 15,781,285.00 5,498,593.84 21,280,278.84 14,680,728.00 (1,165,717.10} 13,515,010.90 1,945,594.00 15,461,604.90
Needs & Assets 500,000.00 500,000.00 580,000.0C - - -
Program Evaluation - - - 1,000,000.00 (1,000,000.00) - -
_ Subtotal 16,283,285.00 {2,000.00)  15,281,285.00  5,498,993.84  21,780,278.84 15,680,728.00  (2,165,717.10)  13,515,010.50 1,946,594.00 - 15,461,604.50
Programs
Statewide 14,030,000.00 {773,000.00)  13,257,000.00 13,257,000.00 14,083,500.00  (1,219,990.20)  12,163,509.80 2,000,000.00 14,163,509.80
Regicns - - 34,375,740.28 34,325,740.28
Forrula 91,200,000.00 91,200,0C0.00 91,200,000.00 92,112,001.00  {10,008,310.00} 82,103,651.00 13,500,000.00 95,603,659 1.00
Discretionary 30,300,000.00  {13,849,242.28)  16,450,757.72 16,450,757.72 30,602,999.00  (3,235,103.00)  27,367,886.00 4,500,000.00 31,867,856.00
Evaluation - 7,767,549.00 7,767,945.00 {7,524,945.00) 243,000.00 4,042,396.00 (4,042,396.00} - -
Subtotal 135,530,000.00 {6,854,293.28) 128,675,706.72 (7,524,949.00) 121,150,757.72 140,840,896.00  (19,205,799.20} 121,635,096.80 20,000,000.00 34,325,740.28 175,960,837.08
Total 151,813,285.00 (6,856,293.28)  144,956,951.72 (2,025,955.16) 142,931,036.56 156,521,624.00 (21,371,516.30) 135,150,107.70 21,846,594.00 34,325,740.28 191,422,441.98
CARRY FORWARD (UNALLOTED}
Administration 67,158,377.27 2,000.00 67,160,377.27 (5,498,993.84} 61,661,383.43 61,661,383.43 - 61,661,383.43 (1,8946,554.00) 1,512,645.50 61,227,434.93
Programs 136,730,634.51 6,854,293,.28  143,584,927.79 7,524,949.00  151,109,876.79 151,10%,876.79 0.92 151,109,877.71 {20,000,000.00) 1,969,064.62 133,078,942.33
Agency 203,885,011.78 6,856,293.28  210,745,305.06 2,025,855.16  212,771,260.22 212,771,260.22 092  212,771,261.14 {21,846,554.00) 3,481,710.12 154,306,377.26
Increase/{Decreose) 4,885,434.60 £,856,293.28 11,741,727.88 2,025,955.16 13,767,683.04 0.82 0.92 {21,546,594.00) (34,325,740.28) {56,272,333.36}
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FTF Professional REWARDS

Evaluation Department

University/Consortium Evaluation
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Central Maricopa
Central Phoenix
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Cochisa
Coconino
Cocopah
Colorado River Indian Tribes
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Gila River Indian Community
Graham/Greenlee
Huaiapai
ia Paz/Mohave
Navajo Nation
Navajoffpache
Narth Phoenix
Nerth Pima
Mortheast Maricopa
Northwest Maricopa
Pascua Yagui
Binal
Salt River Pima Maricopa Indian Community
San Carlos Apache
Santa Cruz
South Phoenix
South Pima
Southeast Maricopa
Southwest Maricopa
Tohona D'odham Nation
White Mountain Apache Tribe
Yavapai
Yumna
Subtotel

Evaluation (Uni/Consortium)

FIRST THINGS FIRST

FY 11 - Program Spending Budgets

Distribution/Finanzing

Original

Revised

Use of Previously

Projected

Discretionary Spending

New Evaiuation

Discrationary
Allotment vs.

i Subtotal (Original Planned Balance Subtotal {(Revised Unalloted Fund  Ragional Balanc Strategy Evaluation {Disc
Formula Discretionary Allotment) Forward Formula Discretionary Allotment) Halance Forward Commitments left)
£,130,000.00 5,130,600.00 nfa 4,129,830.00 4,129,830.00 2,000,000.00 . -
2,003,500.00 2,003,500.00 nfa 1,000,000.00 1,000,000.00 -
- - nfa - - -
390,000.00 390,000.00 nfa 330,000,00 390,000.00 -
350,000.00 350,000.00 nfa 350,000.00 350,000,00 -
430,000.00 430,000.00 n/a 28B,356.74 28B,356.74 -
700,060.00 700,000.00 nfa ‘ 700,000.00 700,000.00 -
1,500,000.00 1,500,000.00 nfa 1,307,032.00 1,307,032.00 -
1,200,000,00 1,200,000.60 nfa 1,200,000,00 1,200,000.00 -
1,000,000,00 1,000,000.00 nfa 9232,000,00 522,000.00 -
380,000.00 380,000.00 nfa 380,000.00 380,000.00 -
679,440.66 679,440.66 - 679,440.66
686,850.40 6B6,850.40 - 686,850.40 -
130,000.00 130,000.00 - 130,000.00 -
- 14,083,500.00  14,083,500.00 - 12,163,508.80  12,163,509.80 2,000,000,00 - 1,496,291.06 -
5,884,585.00  1,455,026.00 7,350,611.00 2,272,834.06 5,252,746.00 1,782,585.00 7,035,331.00 1,151,585.00  3,729,354.44 470,336.58  1,312,248.42
11,773,651.00 2,809,701.00 14,683,352.00 1,549,357.35 10,502,474.00 3,564,147.00 14,066,621.00 2,301,510.00 1,987,630.53 940,402.92 2,623,744.08
7,008,566,00 2,026,221.00 9,034, 787.00 520,812.02 6,247,535.00 2,120,180.00 2,367,715.00 1,369,675.00 2,452,503.01 55%,411.06 1,560,768.94
1,653,154.00 1,024,875.00 2,678,125.00 426,435.02 1,473,587.00 5D0,080.00 1,873,667.00 323,061.00 961,319.73 131,946.58 368,133.42
1,223,467.00 729,804.00 1,953,271.00 723,590,71 1,050,294.00 370,005.00 1,460,292.00 239,031,00 1,230,947.12 97,626.11 272,378.89
22,357.00 €5,328,00 £7,686.00 6,608.31 19,537.00 56,766.00 76,703.00 4,371.00 56,422.84 1,785.18 54,980.82
147,288.00 81,718.00 228,006.00 (59,344.50) 131,304.00 44 560.00 175,864.00 28,787.00 (82,920.10) 11,757.10 32,802.2Q
3R5,924.00 216,764.00 606,688.00 34R,543.55 347,534.00 117,540.00 465,474.00 786,192.00 347,094.31 31,118.57 86,821.43
705,127.00 174,174.00 879,301.00 (89,741.82 628,761.00 213,378.00 £842,138.00 137,847.00 47,125.86 56,299.94 157,078.06
488,387.00 243,538.00 731,985.00 1,704.13 435,301.00 347,725.00 583,026.00 85,433.00 (76,251.95) 38,977,32 108,747.68
34,092.00 86,780.00 130,872.00 (62,983.50 30,324.00 87,315.00 117,705.00 6,664,00 30,546.76 2,721.51 B4,593.49
2,513,818.00 1,441,523.00 3,855,341,00 683,484.60 2,240,875.00 750,471.00 3,001,350.00 491,273.00 972,676.15 200,650.74 558,820.26
2,762,652.00  1,636,098,00 4,398,780.00 2,576,331.11 2,463,210.00 835,921.00 3,209,131.00 540,021,00  3,198,628.73 220,558.50 615,362.50
B04,445.00 387,173.00 1,201,618.60 65,7258.23 716,292.00 243,320.00 960,312.00 157,189.00 284,431.72 64,200.24 179,119.76
8,129,279.00  2,008,020,00  10,137,283.00 1,646,571.15 7,244,823.00 2,458,656.00 9,703,579.00 1,588,340.00  2,695,293.57 §48,718.27  1,809,937.73
1,628,885.00 426,822.00 2,055,807.00 (48,478.10 1,451,164.00 389,432.00 1,850,5856.00 318,145.00 [50,657.29}) 129,938.80 269,493.20
2,546,184.00 £48,937.00 3,175,131.c0 85,961.14 2,268,384,00 624,373.00 2,892,757.00 497,305.00 (57,237.27) 203,113.5% 421,255.43
6,547,723.00 1,617,358.00 8,165,081.00 754,544.05 5,835,621.00 1,605,621.00 7,441,242.00 1,279,372.00 1,512,515.53 522,527.84 1,083,093.1&
152,117.00 92,453.00 245,570.00 570.38 136,525.00 37,547.00 174,072.00 29,931.00 7,602.69 12,224.60 25,322.40
4,078,030.00" 1,254,218.00 5,332,348.00 2,212,061.1D 3,634,516.00 1,233,419.00 4,857,935.00 796,813.00 2,834,032.35 325,438.51 907,980.43
240,785.00 58,477.00 300,265.00 86,806.20 214,674.00 72,852.00 287,526.00 47,064.00 108,757.72 19,222.14 53,629.86
353,635.00 215,532.00 5B69,167.00 272,383.84 315,320,00 107,008.00 422,328.00 £9,125.00 34B,602.04 28,224.10 78,773.90
845,367,00 502,154.00 1,347,561.00 475,774.74 753,624.00 255,752,00 1,008,376.00 165,221.00 551,737.05 57,480.31 188,271.69
11,331,465.00 2,798,824,00 14,130,453.00 2,2597,365.62 10,102,250.00 3,428,326.00 13,530,576.00 2,214,167.00 3,576,818.97 904,566.43 2,523,759,57
3,474,264.00 2,015,375.00 5,488,639.00 965,525,888 3,097,019.00 1,051,012.00 4,148,031.00 678,375,00 1,503,477.10 277,310.44 773,701.56
8,696,295.00 2,148,079.00 10,844,374.00 1,479,726.53 7,749,344.00 2,625,837.00 10,379,181.00 1,658,827.00 2,820,032.68 653,884.67 1,935,852.33
1,884,275.00 465,436.00 2,343,711.00 689,233.57 1,6798,592.00 569,993.00 2,249,592.00 368,227,00 1,289,826.19 150,383.12 419,593.88
401,382.00 237,826.00 635,308.00 285,003,138 357,872.00 121,448.00 479,320.00 78,459.00 285,853.72 32,044.25 89,403.75
458,763.00 278,518.00 737,281.00 190,457.71 409,054.00 138,818.00 547,872.00 88,679.00 385,572.38 36,627.14 102,190.86
2,520,386,00 1,378,247.00 3,899,633.00 (308,451.85 2,246,813.00 762,484.00 3,009,297.00 492 580.00 {341,395.14) 201,182.07 561,301.93
3,394,558,00 1,974,329.00 5,368,928.00 1,557,604.13 3,026,041.00 1,026,825.0D 4,052,566.00 £64,413,00 1,580, 509.83 270,955.00 755,870.00

92,112,001.00  30,802,988.00  122,715,000.00

4,042,386.00 4,042,396.00

22,017,528.45

nfa

£2,103,691.00  27,367,835.00

109,471,587.00

18,000,000.00

34,325,740.28

92,112,001.00 48,728,835.00  140,840,856.00

22,017,523.45

82,103,651.00 35,531,405.80

121,635,096.80

20,000,000.00

34,325 740,28

7,351,653.60

20,016,242,40

8,847,944.66

20,016,242.40
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