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Commission of Orange County
Agenda Item No. 4
December 7, 2011 Meeting
DATE: November 21, 2011

TO: Children and Families Commission of Orange County

FROM: Michael M. Ruane, Executive Director w“"ﬁQ—‘o&\

SUBJECT: Commission Workshop on Strategic Financial Planning

SUMMARY:

The practice of the Children and Families Commission of Orange County is to begin the budget
planning process in January of each year. The budget planning for the 2012/13 fiscal year began
in October 2011 due to the significant impact of AB 99 litigation that has tied up $51.4 million
of potential program funds, and a projected fund balance that is expected at the end of the current
fiscal year. This item is a follow-up to the November Strategic Financial Planning Workshop.

Strategic Financial Planning Process

Three budget options were presented at the November Strategic Financial Planning Workshop
that included both long and short term strategies; balancing funding allocations between direct
program services, catalytic projects, and endowment funding; and addressing unmet community
health and education needs. Although all the budget options assume less available funding in
future years for on-going programs, there was a split decision on the timing for a shift to a
catalytic funding strategy.

Accordingly, staff is proceeding with the prior policy direction of planned annual step down
strategy. As directed by the Commission following the November workshop, budget reduction
strategies have been developed to meet the fiscal year 2012/13 program reduction target for
review and discussion. The summary of the November meeting, budget reduction options,
catalytic and endowment funding opportunities, and the results of initial meetings with major
grantees are presented for discussion in Attachment 1.

STRATEGIC PLAN & FISCAL SUMMARY:
This agenda item does not include a funding request.

PRIOR COMMISISON ACTIONS:

e November 2011 - Received the Strategic Financial Planning Presentation

e October 2011 — Received presentation of the Budget Update and Proposed Strategic Planning
Process

e September 2011 — Received Annual External Audit Process and Preliminary Year-End
Financial Results
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e May 2011 - Approved Fiscal Year 2011/12 Budget

RECOMMMENDED ACTIONS:
1. Receive the Strategic Financial Planning Presentation
2. Provide Policy Direction

ATTACHMENT:
1. Strategic Financial Planning Workshop Presentation

CONTACT: Christina Altmayer



Attachment 1

Strategic Financial Planning
Workshop
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Summary of November Meeting

At the November meeting, Commission received an update on the
FY 10/11 year end financial information and impacts on FY 11/12
forecast. Staff brought forward options and alternatives for
consideration in advance of the regular financial planning cycle:

— FY 10/11 financial results may impact three year working assumptions
developed as part of the AB 99 mandated budget reduction

— Provide opportunities for early communication with grantees based on
Commission direction.

 Commission staff reported a $5.3 million positive forecast to the
June 30, 2012 forecast

— S$4.5 million in revenue and expense savings in FY 10/11
— $800,000 increase in projected FY 11/12 revenue from prior forecast
e Commission reviewed several options related to the planning for

the FY 12/13 which included cost reductions and designations for
catalytic and one-time funding.




November Commission Actions

 No formal action was taken to revise the budget planning
targets. Accordingly, staff is preceding per prior Commission
direction - to continue with the planned annual step down
strategy (based on current revenue forecasts):

— FY 12/13 program funding would be reduced to $29 million from FY
11/12 baseline budget of $30 million

— FY 13/14 program funding would be reduced to $27.5 million
e Savings from FY 10/11 of $4.5 million would be available to:

— Support one-time projects (catalytic or endowment)
— Other emerging needs as determined by your Commission.




Today’s Agenda

e Based on Commission direction at November meeting, staff
presents the following items:

A. Proposed Approach for Budget Reduction Strategies

— Approval of proposed two-year planning approach (FY 12/13 and FY
13/14)

— Direct staff on recommended process and approach for implementing
targeted reductions

B. Provide input and direction on preliminary candidates for
one-time catalytic/endowment funding.




Budget Reduction Options
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Budget Reduction Options

* How could the Commission achieve the targeted $2.5 million

reduction over the next two years?
— Note: Focus is on program funding; comparable reductions would also be
achieved in administrative costs due to the 10% cap.
e Staff has developed four potential options for Commission direction
on how to implement FY 12/13 and FY 13/14 budget reductions

e Staff recommends that the Commission develop a two-year
strategy for budget planning for FY 12/13 and FY 13/14:

— 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.




Budget Reduction Options

m Approach Advantages Disadvantages

1. Across the Board Cuts

2. Targets by Goal
Category

* Reduce every program

by 3.5% in FY 12/13 and
an additional 5.25% in
FY 13/14

e Commission would set
targeted reductions by

goal area. Funding
panels would meet to
develop. Reductions
could be proportionate
to budget or adjusted:
- Health (58%)
- Early Learning (21%)
- Strong Families (12%)
- Capacity Bldg (9%)

* Administratively
efficient

* Easy to implement

* Proportionate
distribution across all
programs

* Allows Commission to
establish overall policies

* Consistent with prior
Commission direction
and practice

* Allows for specific and
targeted reductions

* Treats all programs
similarly regardless of
strategic importance

* Inconsistent with prior
Commission direction

* Time required to
implement reductions

* Proportionate
reductions inconsistent
with Bridgespan
Assessment
recommendations
(increase Early Learning
funding to 40 % of
portfolio)




Budget Reduction Options
Option | Approach | Advantages | Disadvantages |

3. Bridgespan
Recommendations

4. AB 99 Budget
Reduction Criteria

* In 2008, Bridgespan

recommended that the

Commission:

* Target program
investments to prioritize
serving those most at
risk

* Direct more resources to
early learning as a
percentage of portfolio

* Shift a greater
percentage of funding to
catalytic.

Staff has proposed an
initial baseline for
potential cuts
Reductions focused at
$250,000 or more
See Appendix 1 for
illustrative budget
reductions.

e Commissioners applied
Bridgespan criteria in
past budget reductions;
consistent with prior
action.

* Allows for two-year
phase in of reductions

* Includes further
reductions to programs
cutin FY 11/12 as well
as reductions

* Based on specific
Commission priorities.

* May require
disproportionate cuts in
health to at least sustain
level funding in Early
Learning

* Requires reallocation
within goal areas

* While Commission has
emphasized most at risk;
not exclusive focus.

* Relies on realizing
catalytic investments
within next two years
which may be
aggressive, given
capacity of some
agencies.




Budget Reduction Options

e Commission Discuss and Policy Direction to staff




Progress Report and Review of
Catalytic Investment and
Endowment Strategies
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Catalytic and Endowment Options

e Staff is reviewing current programs to evaluate feasibility and/or
likelihood of effectively leveraging catalytic opportunity:
— Those programs that have already been identified as strong candidates for
catalytic funding and/or may have already received catalytic allocations:
e Pretend City
* Homeless Services
* Primary and Specialty Pediatric Health Services
— Selected grantees in which the Commission has made a significant
investment and may be candidates for this funding:
e Dental Program (Multi-year Endowment)
e Early Literacy
e Ameri-Corps/VISTA

e If the Commission decides to also address unmet community
needs, staff recommends a separate process for receiving proposals
for one-time funding:

— Competitive process to which existing and new grantees could apply




Factors for Consideration in Innovative Funding
Strategies

Alignment with Commission priorities

Capacity of agency to define, design and implement catalytic
funding strategy consistent with Commission criteria

Willingness of agencies to assume additional risk
Timeframe for the return on investment

Capacity of agency to meet multiyear service payback
requirements.

Child Families
Commis: nge County



Results from Preliminary Meetings with Major
Grantees

e |nitial meetings have been held with grantees to solicit input
and suggestions on catalytic and endowment opportunities.

e Significant interest expressed by grantees.

e Suggestions included program specific ideas and overall
strategies:

— Capital needs

— Explore models for building a grant and revenue development
resource to support a targeted set of grantees that could capitalize on
Commission data and attract a broader set of funders to programs
sponsored or launched by the Commission.

— Endowment or sinking fund for ongoing support of critical services.




Commission Direction

 Provide input and direction on preliminary candidates for
one-time catalytic/endowment funding.

 Review and next steps for implementation, including litigation
recovery status.




Appendix: Potential/lllustrative Program Reductions

Year 1 (FY 12/13) Year 2 (FY 13/14)
HicEanil UL AL ZER eet) Savings from FY 11/12 Budget Savmgs from FY 12/13 Budget

Bridges Maternal Child Health
Network
(56.5 million)

Early Literacy
(51.0 million)

AmeriCorps/VISTA Program
(1.2 million)

Early Learning - School District
Supplemental Funding
($1.95 million)

Homeless Prevention
($3.5 million)

Community Clinics
(S2 million)

Pediatric Health Services — CUIDAR

Program
(5550,000)

Cost Reduction Strategies
(All Budget Categories)

Target Reductions

$125,000

Catalytic Strategies Implemented

Develop transition and revised
allocation plan

(2 years = $1.75 million)
$500,000

Implement Catalytic Investment
(Capital Project)

Implement Catalytic Investments

$250,000
Implement catalytic investment and
program redesign.

$125,000 - $250,000

(Above $125,000 would offset any
above reductions)

$1 million

$250,000 - $300,000

$250,000 - $300,000

N/A

$450,000 - $550,000

$500,000

Phased reductions over two-years.
Impact mitigated by salary savings.

N/A

$1.45 - $1.75 million
additional

Maintain hospital, prenatal, and high
risk programs. Review health
promotion programs and program
management costs. Pursue
sponsorship of Kit for New Parents
costs.

Year 2 will implement innovative
funding partnership.

Look to outsource VISTA program to
other community partners. Full
transition may take until FY 13/14.
Maintain partnerships with all school
districts. Reduce program allocations.
Low performing Districts impacted
greatest since they are largest
recipients of this funding.

Requires implementation of year-
round emergency shelter.

Services would need to be covered
by new billings or offset by improved
efficiencies.

Implement fee for service/revenue
options. Savings associated with
position/vacancies in overall
program.

Review of smaller grants for potential
reduction/elimination/consolidation.
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