


Health Fund balance to support other operating budget priorities, while underfunding the
account for projected health care costs. As such, we must look to use one-time funds to
eliminate the deficit and not look at permanent spending reductions that would impact our
staff and students.

Proposed Deficit Elimination Timeline and Contributions

The proposed Plan eliminates the deficit through a combination of actions requiring one-time
funds from the County and HCPSS. I have emphasized the importance that one-time funds not
be used for recurring expenses. The deficit is a non-recurring expense. Therefore, utilizing
one-time funds to cure the deficit fits squarely with this direction and is a prudent budget
practice. That said, eliminating the deficit will not be done without difficult decisions and

sacrifices.

The plan proposes to use one-time funds from HCPSS and to request one-time funds from
Howard County to eliminate the deficit. The first of these one-time requests was approved by
the Board in November by authorizing the use of the $15.2 million in unassigned General
Fund balance. This action is pending approval by the County Council. If approved, the deficit
would be lowered to $24 million. The deficit is proposed to be eliminated based on the
following:

e FY 2020 use of unassigned fund balance (HCPSS) $15.2 million

e FY 2020 year-end savings (HCPSS) $ 2.5 million
o FY 2021 one-time request from (Howard County) $ 9.0 million
e FY 2021 year-end savings (HCPSS) $ 5.0 million
e FY 2022 year-end savings (HCPSS) $ 4.0 million
o FY 2022 one-time request (Howard County) $ 4.0 million

Total $39.7 million

Frequently Asked Questions

There have been several misconceptions about the deficit and in order to clearly communicate
this plan, I have provided some FAQ style information below that will also be posted to our
website along with my proposed FY 2021 Operating Budget on January 9, 2020.

What is the goal of the Deficit Elimination Plan?
The goal is to eliminate the Health Fund deficit by fiscal year-end 2022.

Will the Plan require employees to pay more for their health insurance to eliminate the
deficit?

No. The deficit was not caused by actions of employees. Therefore, my plan does not ask
employees to pay more to eliminate the deficit.

Does the plan propose to change employee health benefits to eliminate the deficit?
Employee health benefits are subject to collective bargaining. Negotiated contracts are in
place for fiscal year 2020 and 2021. The Deficit Elimination Plan does not propose to reopen
contracts in order to extract plan design savings to eliminate deficit. Plan design changes to
solve the deficit would have the same effect of asking employees to pay more or receive less
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Actual
FY 2014*

Actual
FY 2015*

Actual
FY 2016*

Actual
FY 2017*
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Actual
FY 2018*

Actual
FY 2019*

Approved
FY 2020

Estimate to

Complete
FY 2020

Proposed

FY 2021

Projected

FY 2022

Projected

FY 2023

Projected

FY 2024

Projected

FY 2025

Sources of Funds
Opening Fund Balance
Employee withholdings
Retiree payments
COBRA, leave, refunds, etc.
Payment from Food Services
Payment from Transportation
Payment from General Fund
Rebates
Miscellaneous Revenue
Payment from Grants

$ -
16,117,036
4,826,278
332,808
1,988,380
689,303
75,877,910
3,485,476
97,034
1,705,952

$ -
16,627,796
5,008,063
429,154
2,068,497
693,216
78,000,000
4,825,824
267,564
1,505,353

$ -
16,864,550
6,169,210
269,996
2,057,495
153,592
82,500,000
5,385,987
231,921
952,922

$ -
17,268,723
6,113,344
510,280
2,094,814

68,321,679
5,788,110
327,669
1,677,394

$ -

18,307,168
6,575,763
381,812
2,167,526
74,007,346
10,912,476
269,572
1,127,685

19,499,641
7,449,146
482,262
2,313,110

101,875,203
10,987,404
164,347
1,840,124

21,808,465
7,291,363
350,000
2,185,040

112,975,623
8,352,000
275,000
1,800,000

21,808,465
7,291,363
350,000
2,185,040

112,975,623
8,352,000
275,000
1,800,000

21,982,864
8,873,969
400,000
2,525,787
117,863,558
13,581,222
175,000
1,800,000

23,277,722
9,396,673
428,954
2,690,787

124,806,081
14,124,471
178,500
1,874,419

24,648,850
9,950,165
460,004
2,866,565

132,157,539
14,689,450
182,070
1,951,915

26,100,743
10,536,261
493,301
3,053,826

139,942,021
15,277,028
185,711
2,032,615

27,638,156
11,156,878
529,009
3,253,321

148,185,033
15,888,109
189,426
2,116,651

Operating Revenues

$ 105,120,177

$ 109,425,467

$ 114,585,673

$ 102,102,013

$ 113,749,347

$ 144,611,237

$ 155,037,491

$ 155,037,491

L | L |
$ 167,202,400 $ 176,777,606 $ 186,906,559 $ 197,621,506 $ 208,956,583

Uses of Funds

Employee Benefit Credits $ 3801,381 $ 3826893 $ 3783671 $ 3788480 $ 3902920 $ 3,344,743 2,916,060 2,916,060 2,968,140 2,968,140 2,968,140 2,968,140 2,968,140
Recovery of fund balance - - - |
Administrative Fees 5,703,887 5,633,619 6,441,949 5,121,706 5,903,901 5,545,689 6,234,705 6,234,705 5,614,988 5,842,776 6,079,806 6,326,451 6,583,102
Incr/Decr to fund reserve (641,860) 1,061,315 921,415 678,021 (243,287) 692,971 122,247 122,247 |
Payment of claims 101,110,606 ~ 108,182,030 118,157,929 118,952,247 124,365,871 140,291,535 | 144,381,097 | 144,381,097 | 157,281,827 166,546,206 176,356,285 186,744,208 197,744,011
PPACA Fees 55,288 1,133,264 557,878 525,100 39,120 41,138 43,000 43,000
Wellness Program 1,758,676 1,948,586 2,136,934 1,249,348 189,136 - - -
Other Expenses 942,120 1,897,469 1,604,576 1,482,633 1,368,789 1,331,738 1,340,382 1,340,382 1,337,445 1,337,445 1,337,445 1,337,445 1,337,445
Payment to Tech Fund 182,890 - - - - - - -
Payment to Printing Fund 840 - - - - - - -
Operating Expenses $ 112,913,828 $ 123,683,176 $ 133,604,352 $ 131,797,534 $ 135,526,450 $ 151,247,814 | $ 155,037,491 | $ 155,037,491 | $ 167,202,400 | $ 176,694,568 | $ 186,741,676 | $ 197,376,244 | $ 208,632,698
Operating Income (loss) $ (7,793,651) $ (14,257,709) $ (19,018,679) $ (29,695,521) $ (21,777,104) $ (6,636,577) $ - $ - 8 - $ 83,038 $ 164,883 $ 245262 $ 323,884
Non Operating Revenues
Year End Transfer-Budget Savings 8,297,316 2,831,427 944,436 24,000,000 6,922,190 4,459,335 - 2,500,000 5,000,000 4,000,000
Use of Unassigned Fund Balance 15,168,948
| One-Time County Contribution - - - - - - - - 9,000,000 4,000,000
Total Non-Operating Revenues $ 8,297,316 $ 2,831,427 $ 944,436 $ 24,000,000 $ 6,922,190 $ 4,459,335 § -|$ 17,668,948 | $ 14,000,000 $ 8,000,000 | $ -8 -8 -

Fund Balance

Beginning Fund Balance $ 12,527,992 | $§ 13,031,657 |$ 1,605375|$ (16,468,868) $ (22,164,389)| $ (37,019,302)| $ (37,019,302)| $ (39,196,544)| $ (21,527,596)| $ (7,527,596)| $ 555,443 | $ 720,325 | $ 965,588
Change in Fund Balance 503,665 (11,426,282) (18,074,243) (5,695,521) (14,854,914) (2,177,242) - 17,668,948 14,000,000 8,083,038 164,883 245,262 323,884
Ending Fund Balance $ 13,031,657 $ 1,605,375 $ (16,468,868) $ (22,164,389) $ (37,019,302) $ (39,196,544) $ (37,019,302) $ (21,527,596) $ (7,527,596) $ 555,443 $ 720,325 $ 965,588 $ 1,289,472
T
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Summary of Deficit Solution FY 2020 FY 2021 FY 2022 FY 2023 Total % of Total
HCPSS Share 17,668,948 5,000,000 4,000,000 - 26,668,948 67.2%
County Share - 9,000,000 4,000,000 - 13,000,000 32.8%
Total 17,668,948 14,000,000 8,000,000 - 39,668,948

YEAR OVER YEAR PERCENT CHANGE
Actual Actual Actual Actual Actual Actual Approved

Estimate to
Complete
FY 2014* FY 2015* FY 2016* FY 2017* FY 2018* FY 2019* FY 2020 FY 2020 FY 2021 FY 2022 FY 2023 FY 2024 FY 2025

Proposed Projected Projected Projected Projected

Sources of Funds

Use of Fund Balance

Employee withholdings 4.2% 3.2% 1.4% 2.4% 6.0% 6.5% 19.6% 11.8% 0.8% 5.9% 5.9% 5.9% 5.9%
Retiree payments 18.9% 3.8% 23.2% -0.9% 7.6% 13.3% 6.1% -2.1% 21.7% 5.9% 5.9% 5.9% 5.9%
COBRA, leave, refunds, etc. 20.3% 28.9% -37.1% 89.0% -25.2% 26.3% 16.4% -27.4% 14.3% 7.2% 7.2% 7.2% 7.2%
Payment from Food Services 1.8% 4.0% -0.5% 1.8% 3.5% 6.7% 4.0% -5.5% 15.6% 6.5% 6.5% 6.5% 6.5%
Payment from Transportation 8.4% 0.6% -77.8% -100.0%

Payment from General Fund 12.8% 2.8% 5.8% -17.2% 8.3% 37.7% 10.9% 10.9% 4.3% 5.9% 5.9% 5.9% 5.9%
Rebates 60.1% 38.5% 11.6% 7.5% 88.5% 0.7% 17.8% -24.0% 62.6% 4.0% 4.0% 4.0% 4.0%
Miscellaneous Revenue -98.8% 175.7% -13.3% 41.3% -17.7% -39.0% 6.4% 67.3% -36.4% 2.0% 2.0% 2.0% 2.0%
Payment from Grants 171% -11.8% -36.7% 76.0% -32.8% 63.2% 5.2% -2.2% 0.0% 4.1% 4.1% 4.1% 4.1%
Total Sources of Funds 4.0% 4.1% 4.7% -10.9% 11.4% 27.1% 12.0% 7.2% 7.8% 5.7% 5.7% 5.7% 5.7%
Uses of Funds

Non-Election Benefits 1.8% 0.7% -1.1% 0.1% 3.0% -14.3% -12.8% 1.8% 0.0% 0.0% 0.0% 0.0%
Recovery of fund balance -100.0%

Administrative Fees -0.5% -1.2% 14.3% -20.5% 15.3% -6.1% 6.1% 12.4% -9.9% 4.1% 4.1% 4.1% 4.1%
Incr/Decr to fund reserve -265.3% -13.2% -26.4% -135.9% -384.8% -34.4% -82.4% -100.0%

Payment of claims 6.1% 7.0% 9.2% 0.7% 4.6% 12.8% 10.6% 2.9% 8.9% 5.9% 5.9% 5.9% 5.9%
PPACA Fees 1949.7% -50.8% -5.9% -92.5% 5.2% 4.5% -100.0%

Wellness Program -0.2% 10.8% 9.7% -41.5% -84.9% -100.0%

Other Expenses -2.8% 101.4% -15.4% -7.6% -1.7% -2.7% 3.3% 0.6% -0.2% 0.0% 0.0% 0.0% 0.0%
Payment to Tech Fund 0.0% -100.0%

Payment to Printing Fund -95.4% -100.0%

Total Uses of Funds 4.8% 9.5% 8.0% -1.4% 2.8% 11.6% 12.0% 2.5% 7.8% 5.7% 5.7% 5.7% 5.7%
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