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EC3 FY-2023
Budget Overview

Meeting Etiquette

 This meeting will be recorded and will be available on EC3’s website

 Attendees should type their name into the Chat so we know who is here

 If you dialed in to the meeting, please speak your name when prompted

 Attendees should mute their audio unless they are speaking

 If you dialed in to the meeting, press *6 to mute or unmute

 Use the Chat feature at any time to ask a question or provide a comment

 Use the Raise Hand feature to indicate that you wish to speak
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Topics Covered

 EC3’s mission-focused approach to budgeting (foundational assumptions)

 What we expect, what we don’t know

 Overview of expense in the new budget

 Overview of revenue in the new budget

 FY-2023 budget story: context and conditions

 Q&A
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Foundational Assumptions

 EC3 exists to provide high-quality early learning and care to children 
of families in the Greater Lansing Area

 “High-quality” is defined by standards established by NAEYC and 
Michigan’s Great Start Initiative, including (but not limited to)

 Credentialed, experienced, teaching staff

 Low teacher-to-student ratios

 Engagement with and support of families
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Foundational Assumptions

 EC3 strives to be known as a preferred employer, providing a great 
place to work and advance in one’s profession

 EC3 strives to have its student body, families, and staff reflect the 
demographic composition of the Greater Lansing Area

 EC3 strives to be a model center in every way, including financial 
sustainability
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Foundational 
assumptions 

influence 
budgetary 
decisions
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Typical Budget Assumptions

 EC3 utilizes a profit-loss budgeting process, not a zero-based 
budgeting process

 EC3's budgets are driven by operations, not vice versa

 Prior-year revenue gains/losses are carried forward

 Revenue and expense estimates are based on actual revenue and 
expenses incurred over the past year

 Variables such as number of enrolled children, availability of qualified 
staff, and certain costs (food, health care, etc.) are largely outside of 
management’s control

 Planning for a “positive net revenue” is an appropriate way to reduce 
the risk of this variability
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Pandemic Recovery Budget Assumptions

 The actual revenue and expense incurred over the past two years—and 
previous years—may not be reliable predictors of revenue and expense 
for the upcoming year

 Certain variables, such as non-tuition revenue, are especially difficult 
to forecast due to the volatile nature of government funding since the 
pandemic began

 Because there is no way to reduce the risk of these uncertain 
variables, allowing for the possibility of a “negative net revenue” is 
an appropriate way to move forward with budget and operational 
planning
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Pandemic Recovery Budget Assumptions

 The actual revenue and expense incurred over the past two years—and 
previous years—may not be reliable predictors of revenue and expense 
for the upcoming year

 Certain variables, such as non-tuition revenue, are especially difficult 
to forecast due to the volatile nature of government funding since the 
pandemic began

 Because there is no way to reduce the risk of these uncertain 
variables, allowing for the possibility of a “negative net revenue” is 
an appropriate way to move forward with budget and operational 
planning
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Process for Constructing the Budget: 
Expense

 Administrative costs—incurred regardless of how many families are served and 
how the staff is structured (e.g., mortgage, utilities, insurance)

 Cash reserve savings—those costs that may or may not be dependent on 
enrollment or staffing, but that support the foundational assumptions (e.g., 
savings for capital improvements)

 Program costs:

 Employee costs—highly dependent on foundational assumptions (e.g., wages, 
benefits)

 Other program costs—some dependency on the number of children and staff, but 
still meet the foundational assumptions (e.g., classroom equipment and supplies)
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EC3 FY-2023 Budget: Expense

Administrative Expense 
(Low dependence on enrollment or staffing)

Rounded to 
nearest thousand

Building (Mortgage, Utilities, Maintenance, Cleaning) $101,000

Insurance $31,000

Technology, Professional, and Banking Fees $80,000

Marketing/Advertising, and Office Supplies $56,000

Regulatory Fees $2,000

TOTAL ADMINISTRATIVE EXPENSE $270,000

 Marketing budget includes $10,000 for two-year renewal of CRM software, 
and $30,000 for website planning and upgrade

 Banking fees include $11,000 mortgage interest
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EC3 FY-2023 Budget: Expense

Program Expense
(High dependence on enrollment and staffing)

Rounded to 
nearest thousand

Program equipment, supplies, and activities $41,000

Program food $52,000

TOTAL PROGRAM EXPENSE $93,000
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EC3 FY-2023 Budget: Expense

Employee Expense
(Largely dependent on enrollment and staffing)

Rounded to nearest 
thousand

Staff wages $1,494,000

Payroll taxes/expenses $140,000

Benefits $128,000

Staff development & training $12,000

Staff recruitment $12,000

TOTAL EMPLOYEE EXPENSE $1,786,000
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EC3 FY-2023 Budget: Expense

Program 
(Employees)

83%

Program 
(Materials)

4%

Administrative 
(Overhead)

13%

 Total expense: $2,149,000

14

13

14



9/22/2022

8

Process for Constructing the Budget: 
Revenue

 Enrollment estimate—how many children do we reasonably expect to 
serve in the coming year?

 Credits estimate—how much revenue will we forego to honor certain 
policies or incentivize enrollment? (e.g., employee tuition discount)

 Non-tuition revenue estimates—government reimbursements, private 
donations, and grants from many sources

 Tuition rates are established to reach the target equilibrium
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EC3 FY-2023 Budget: Non-Tuition Revenue

Non-Tuition Revenue Rounded to 
nearest thousand

Grants $60,000

Fundraising $20,000

Donations $20,000

Fees and Interest $16,000

Food Program Reimbursement $20,000

Service Contribution Residual $13,000

TOTAL NON-TUITION REVENUE $150,000
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 There is no guarantee that government spending on early education will continue in 
the same form or magnitude that it has for the past two years
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EC3 FY-2023 Budget: Tuition Revenue

Tuition Revenue
Current Rates 
(weekly/daily) 10/1/22 Rates 4/1/23 Rates

Projected 
Annual Rev.

Infants $308 / NA $317 / NA $327 / NA $241,000

Toddlers $308 / $70 $317 / $73 $327 / $75 $723,000

Preschoolers $265 / $61 $273 / $62 $281 / $64 $622,000

Summer Camp $220 / $40 $227 / $45 $37,000

Employee Tuition Discount (est.) $(39,000)

TOTAL TUITION REVENUE $1,585,000

 Three percent increase now, 3% increase in the spring

 Tuition revenue is less than the total of employee costs alone
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EC3 FY-2023 Budget: Revenue

Tuition
91%

Non-Tuition 
(Fees/Reimb.)

3%

Non-Tuition 
(Grants/Donations)

6%

 Total revenue: $1,734,000
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What does tuition actually pay for? 

Expense Infant-Toddler Preschool Summer 
Camp

Administrative Expenses $58 $49 $41

Program Expenses $13 $11 $9

People Expenses $246 $212 $176

New Tuition Rate $317 $265 $220
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 Most of family payment goes directly to the staff

EC3 FY-2023 Budget

Budget Overview

Operating Revenue $1,734,000

Operating Expense $2,149,000

NET REVENUE $(414,000)
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EC3’s FY-2023 Budget Story

 The current year (FY-2022) revenues are 50% higher than budget

 Employee Retention Tax Credits amounted to approx. $625,000

 EC3 will be ending the current fiscal year with a net revenue of $606,000

 Costs for all goods and services EC3 uses are rapidly increasing, on top of an 
11% increase in medical insurance premiums

 In practical terms, most of the net revenue from FY-2022 will effectively be 
used to fund FY-2023, justifying the net loss

 Long-term sustainability for EC3 is dependent securing non-tuition 
revenue streams
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Questions?
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