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Commission of Orange County

Supplemental Transmittal
Agenda Item No. 5
October 7, 2009 Meeting
DATE: October 5, 2009
TO: Children and Families Commission of Orange County

FROM: Michael M. Ruane, Executive Director MQQAJ_

SUBJECT: Supplemental Information — Long-Term Financial Plan Update: Catalytic
Funding Opportunities

SUMMARY

Slide seven of the presentation for this item references one-time or “catalytic” funding
opportunities which could reduce ongoing funding demands on the Commission. The following
are examples of these types of funding investments that were recommended as part of the recent
assessment by Bridgespan:

Prior Catalytic Investments

Through prior actions, the Commission has made one time investments for the start-up of several
major facility-expansion projects, new facilities that are paid off over time in services, or
eliminate agency funding by the Commission. Examples of these include Home Aid transitional
housing projects, Pretend City Children’s Museum, and the Santa Ana YMCA.,

In the case of Pretend City, the funding action is in the form of an up-front loan that will be
repaid by providing developmental screening services over the next 10 years, and guaranteed
through letters of credit. A smaller example is Cambodian Family that received a substantial,
one-time grant to move into a new facility that could allow them to receive on-going, sustainable
funding such as Head Start.

Future Projects '
While there are many projects that may be considered, two are further along in the planning
process:

1. Boys & Girls Clubs of Huntington Valley — New facility at Golden West College
This organization received a Commission planning grant and has moved forward on a new
center on the Golden West College campus. With this new center, the Boys & Gitls Clubs of
Huntington Valley will be able to generate revenue from additional services such as after
school programs. Converting a three-year grant agreement for ongoing programs to an
upfront loan which would be secured by a multi-year service agreement to provide programs
at current service levels is proposed. Reducing ongoing funding, in exchange for an up-front
loan is recommended and will be presented at the November meeting.
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2. Latino Health Access — New Community Facility
The September Commission action to renew the current grant agreements with community
organizations was approved with a recommendation to pursue a one-time funding action to
eliminate any future funding needs. This project will be presented at your December
meeting,

Home Aid Orange County projects will also be presented at the November meeting. Other
projects, such as the planned Anaheim YMCA facility, have not progressed to the point where
there is a specific funding proposal. Proposals will be developed consistent with funding
limitations of the FY 2009/10 Budget and the updated Long Term Financial Plan. No change in
the Recommended Actions included on the October agenda is required as a result of this
transmittal.

cc: Clerk of the Commission
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DATE: September 25, 2009

TO: Children and Families Commission of Orange County

FROM: Michael M. Ruane, Executive DirectorW’l« b—v\«)\

SUBJECT: Long Term Financial Plan Update

SUMMARY:
The Children and Families Commission of Orange County received a preliminary analysis of the
long-term financial outlook at the September Commission meeting and directed staff to return
with an updated plan at the October meeting. Commission staff will present the Long Term
Financial Plan Update (Attachment 1) and address Commissioners’ questions. The Long Term
Financial Plan Update includes the following most current financial and forecast information,
including:

> Baseline data relying on fiscal year 2008/09 audited financials

» Revenue forecasts including the most recent forecasts provided by the California

Department of Finance
» Program and administrative costs based on the approved FY 2009/10 budget.

This plan is presented as a framework and guide for the Commission’s financial strategy and
does not specifically allocate funds to any specific program or contract. It provides an approach
to managing the Commission’s short-term funding levels in context of the longer-term
sustainability implications.

This staff report addresses three financial management strategies:

1. FY 2009/10 Budget Actions — Recommendations to implement the targeted $8 million
reductions included in the approved FY 2009/10 budget.

2. Long Term Financial Plan Update — While no formal action is required, the update includes a
funding strategy that would guide Commission investments over the next several fiscal years.

3. Program Funding Allocations — The Long Term Financial Plan does not allocate program
funding to specific goal areas or programs. Based on the direction of the Commission,
working groups of Commissioners could develop specific funding allocations.

FY 2009/10 Budget Reductions

The adopted Fiscal Year 2009/10 Budget included a targeted reduction of $8 million in program
funding. Commission staff has identified $6.7 million in immediate reductions towards this goal
and is additionally reviewing $5.6 million in potential costs for reduction. These reductions are
in administrative costs, evaluation support and program services. In addition, staff has realized
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$100,000 in administrative cost reductions through the successful renegotiation of the lease
terms at a lower rate.

The table below summarizes the proposed $6.7 million in reductions for the FY 2009/10 Budget.
This reduction is consistent with the $8 million target included in the approved budget.

Reduction to
Fiscal Year
Savings Description 2009/10 Budget
Reduced Capital Reserve | Commission had previously
reserved $4 million to support
potential capital programs.
Programs not likely to proceed at
this point in time. Staff
recommends release of $3 million
of the $4 million in capital and
transfer to the long-term
commitment account. $3,000,000

Released Encumbrances .| Commission staff has reviewed all
from Closed Agreements | existing encumbrances and
identified contract balances that
can be released. These funds
reflect unspent balances on closed
contracts. $693,454

Early Learning Expansion | The FY 2009/10 budget assumed
Reserve expansion of early literacy
programs. Expansion postponed
until FY 2010/11 and will be
included in program restructuring
in conjunction with the
termination of funding from First
5 California. $2,300,000
Other Operating Savings | Reductions in program
management, technical assistance,
evaluation and other
administrative expenses. $780,550
TOTAL $6,774,004

Long Term Financial Plan

The updated Long Term Financial Plan (Attachment 1) reflects the FY 2008/09 year end
financials and revised revenue forecasts based on the latest projections from the State
Department of Finance. The plan includes a baseline scenario testing the financial capacity of the
Commission to sustain level funding over the planning period. As indicated in the attached
presentation, the Commission does have the capacity to sustain funding through implementation



of a reduced spending plan beginning in the current fiscal year and continuing through FY
2014/15. The proposed plan includes:

Step 1 Reduction for FY09/10: Minimal reduction of $8 million in FY 09/10 Budget;
reducing total program investments to $59.8 million (includes one-time capital
funds)

Step 2 Reduction for FY 10/11: Program investments at $38 million funding level

Step 3 Reduction for FY 11/12: Program investments at $30 million funding level

Step 4 Sustained investments beginning in FY 2014/15 of $28 million through FY 2019

This baseline scenario projects an ending fund balance of approximately $20 million in the Long
Term Commitments account and provides a framework for a gradual reduction in program
funding. Alternate funding scenarios will be developed and tested based on Commission
direction.

Program Funding Allocations

The Long Term Financial Plan allocates funding in total for programs and does not specifically
allocate program funds to goal areas or projects. As part of development of the long-term
funding strategies staff will be working with Commissioner work groups to develop how funding
should be allocated within each of the major goal areas and then allocated to programs within
each goal. Allocations could be adjusted over time to reflect transitions to different
programmatic priorities.

PRIOR COMMISSION ACTIONS:

o September 2009 — Received program evaluation and financial plan update

e July 2009 — Received Strategic Planning Meeting Follow-up Session Report and approved
work plan for July — September 2009.

e May 2009 — Approved the annual review of Strategic Plan, the FY2009/10 Business Plan and
Budget.

e April 2009 — Approved Program Renewal Recommendations

STRATEGIC PLAN & FISCAL SUMMARY:
The development of the Long Term Financial Plan is consistent with the Commission’s strategic
plan and is in an integral component of the Commission’s financial management.

RECOMMENDED ACTIONS:
1. Receive report and provide direction to staff on updated Long Term Financial Plan.
2. Approve recommended plan to implement the reductions to the Fiscal Year 2009/10 Budget.

ATTACHMENTS:
1. Long Term Financial Plan Update

Contact: Christina Altmayer
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Commission Actions Leading to 2009
Update

e July 2008

— As part of revenue protection strategy, Commission contracts for critical services through
June 30, 2011; encumbers approximately $70 million of available fund balance through
multi-year agreements; increased capital and contract reserves by $64 million

April 2009

— Federal government approves $.72 increase excise tax as part of SCHIP reauthorization,
bringing federal tax to $1.01 effective April 1

May 2009

— Proposition 1D, which would redirect Prop 10 funds, fails by large margin; FY 09/10
Budget approved with initial target reduction of $8 million

June/July 2009

— At Commission retreat, Commission directs staff to work on alternative funding scenarios
to ensure safety net services are protected and to continue with preliminary reduction
plan

Sept 2009

— Commission directs staff to test and analyze various scenarios related to funding levels

and allocations %
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Updated Revenue Forecast

Based on FY09/10 Actuals and Current Forecasts

Dollars in Millions

OC Prop 10 Revenue Forecast
Updated as of September 2009
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e Staff has tested
various revenue
scenarios based on
forecasted and
historical experience

— Differential among
revenue scenarios is
between 3 and 5%

e Annual revenue
decline estimated
between 3 and 4
percent

7

Children & Families

Commission of Orange County



Fund Balance as of June 30, 2009

Encumbrances — Result of July 2008
action includes
- Funded encumbrances of $45 mil in FY 09/10
Dollars in Millions - Funded encumbrances of $18 mil in FY 10/11
Reserve for Encumbrances $ 70,245
Reserve for Pending Contracts  $ 27017 l« Contracts authorized by Commission
, ’ N pending execution
Reserve for Capital Projects $ 4,000
Reserve for Imprest $ 15
Designated/Unreserved $ 21,245 /
Total Fund Balances $ 122,522 Sustainability fund available to support

long-term program commitments

* Commission staff has been reviewing all encumbrances
and evaluating continued obligations

* All contract obligations can be revisited on annual basis
consistent with annual program review %
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Long Term Forecast - Baseline Scenario

Baseline Scenario - Total Program Funding
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* Baseline Scenario - Tiered reduction of program investments over the next 3 to 5 years

Step 1 Reduction for FY09/10: Minimal reduction of $8 million in FY 09/10 Budget; reduces total program
investments to $59.8 million (includes one-time capital funds)

Step 2 Reduction for FY 10/11: Program investments of $38 million
Step 3 Reduction for FY 11/12: Program investments of $30 million
Step 4 Sustained investments of beginning in FY 2014/15 of $28 million through FY 2019

Ending fund balance projected at $20 million 7|
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Long-Term Forecast — Baseline Plan

Long Term Financial Plan
Baseline Scenario - September 2009
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Note: FY09/10 and 10/11 encumbrances are reflected in Fund Balance; not in total
expenses. %
5 Children & Families

Commission of Orarge County



Other Assumptions and Factors for
Consideration

e Revenue

— Interest rate is approximately 1.5% for 5 year U.S. Treasury
Government Bonds (Long Term Investment Fund average return)

* No program allocations are assumed beyond current approved
contract obligations

— Funding assumed in total

— Pending Commission direction on actual allocation of funds within and
among each program area (e.g. health, early learning)

)
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FY 09/10 Budget Reduction Proposal

* Consistent with Board direction, staff has identified $6.7 million in savings
against the S8 million approved target in:

— $3.7 million in release of capital reserves and prior encumbrances
— $2.3 million delayed expansion of Early Literacy Programs

— .7 million in additional operating savings
* An additional $5.6 million in potential savings under review

* Staff continuing to identify potential operating savings for FY 09/10 and
10/11

— Evaluation system

— Other administrative expenses

* Identifying catalytic or one-time funding (e.g. capital projects)
opportunities to reduce ongoing funding requirements

vy
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Current Allocations of Funds
Based on Approved FY 09/10 Budget

Allocation of Funds by Goal Area
Based on FY 09/10 Approved Budget

Capacity Building
8%
$5 mil

Homeless
Children
Services*
14%
$9 mil Healthy Children
54%

$35 mil

Early Literacy &
School Readiness
24%
$15.4

Note: Allocations do not reflect pending $8 million in FY 09/10 Budget reductions. (ﬁ
8 *Homeless services include one-time carryover funds. Children & Famities
Commission of Orange County



Current Allocations of Funds
Based on Approved FY 09/10 Budget

Early Literacy & School Readiness

Healthy Children Healthy Children - 54%

Special Needs . Program Support Bridges for
Program Ready to Learn Programs / ____Newborns
3% v.,oni_.: mcvvoa 8% 14%
School Readiness _____. ) »\.n._.u_u“_@oh_\s &
Ready to —33 ni:ﬁ\ Nursing Community
10% . s .
Education
i \ 3%
N
Project \\ \_Community Clinics
6%
Early Literacy _~ / Ino_.. =ﬂn~ ”““m\ -
17% State/Local ome Visitation
Partnership School 8%
Readiness
45% N
“_Fitness/Nutrition
Local School Pediatric Health 2%
Readiness Programs Services
25% 24% Children's Dental
5%
Capacity Building - 8% Homeless Children Services - 14%
Capacity Bullding

and Fund

Development
6%

Capacity Building
Grants and
Matching Funds
10%

Strong Families __
Grants
28%

Homeless
Prevention
2%
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Next Steps

e Financial Management

— Aggressively continue legislative advocacy efforts to protect funds and
ensure Prop 10 sustainability . ,

— Implement FY 09/10 Budget reductions based on Commission direction
and continue to review and develop additional savings

— Regularly review updated Long Term Financial Plan projections.
Reviews will occur prior to annual budget process and as part of year-
end financial reporting.

e Develop overall funding parameters based on Commission
direction and rely on program area working groups to
determine allocations within major goals

— Set budget targets for fiscal year 2010/11 and beyond

wp
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