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DATE 15 April 1996

TO/DEST. Co-ordinator
Community Services Committee

FROM/EXP. Social Services Commissioner

SUBJECT/OBJET 1996 PER DIEM AND ADMINISTRATION RATES FOR
COMMUNITY CHILD CARE AGENCIES

DEPARTMENTAL RECOMMENDATION

That the Community Services Committee recommend Council approve the per diem and
administration rates for community child care agencies presented in column  D of Schedule
A retroactive to January 1, 1996.

PURPOSE

The purpose of this report is to request approval of the per diem and administration rates for
community child care agencies for 1996.

BACKGROUND

The 1996 Regional budget for child care contains funds to provide 6,227 subsidised spaces.
Eighty nine percent (89%) of these spaces are purchased from 128 community agencies.  These
agencies are required to provide an annual line budget submission.  These submissions are
reviewed according to established Provincial and Regional guidelines and per diem and
administration rates are determined for each program.
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Agencies were informed that the Region had approved a 2.1% reduction in budgets for purchased
centre based programs and home child care administration.  These reductions in conjunction with
similar reductions in administration and municipal child care program budgets, an increase in the
minimum fee and a contribution from the child care contingency fund were required to cover the
Regional share of the cost to maintain 707 subsidised child care spaces within the existing child
care system. These spaces were previously funded at 100% by the Province under the Jobs
Ontario child care program.  Funding for these spaces has been changed to 80\20 since October 1,
1995.  Agencies were also expected to accommodate any uncontrollable expenses in 1996 within
their existing budget by reducing requests for line items where actual costs had been lower than
previously budgeted for.

PUBLIC CONSULTATION

Child care community agencies were consulted in the Fall of 1995 regarding the development of
directions for the 1996 child care budget.  The Social Services Department proposed a three
phases strategy to find the 20% regional share in order to maintain the 707 Jobs Ontario spaces.
Child care agencies were aware that the interim solution for 1996 consisted in reducing by 2.1%
per diem and administration rates for purchased child care programs. A majority of agencies
supported this strategy.  During 1996, the Department is working with the child care community
to develop more permanent solutions.

In January 1996, budget workshops were offered in French and English to purchase of service
agencies.  Staff and board members received information on the preparation of budget documents
to assist them in developing their budgets for 1996.  Ideas were shared on ways to achieve a 2.1%
reduction on the total net expense approved in 1995.

IMPLICATION OF THE 2.1% REDUCTION FOR CHILD CARE AGENCIES

Budget requests were submitted to the Region by March 1, 1996.  Upon their receipt, staff of the
Child Care Division contacted each child care agency to discuss their specific budgets.
Information was exchanged in order to understand each agency’s financial request.  Provincial and
Regional guidelines were then applied and per diem  as well as administration rates were
established.  As indicated above, agencies were expected to reduce the total net expense line
approved in 1995 by 2.1% and to accommodate any uncontrollable costs within the existing
budget.

Uncontrollable costs in areas such as rent, insurance and janitorial contracts were accommodated
within the existing budget for the majority of child care programs.  Budgets for four agencies who
experienced increases in property and business taxes were closely examined to ensure that the
increased costs were accommodated as much as possible.
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All child care agencies have reduced their total net expenses approved in 1995 by using one or
more of the following options; closing for a few days, reducing line items to 1995 actuals, using
prior years surplus and fundraising.  Some agencies are also maintaining their full fee rate at the
1995 level.  This will generate additional revenue.

A few agencies have experienced difficult financial situations in 1995.  It is increasingly difficult to
attract full fee paying families.  The budgets for some agencies were calculated on a lower
enrollment rate than 100% or on a decreased total capacity.  If agencies are unable to fill all of
their spaces, the Region allows programs to calculate rates on their actual enrollment for that year
or 95% of their licensed capacity, whichever is the greater.  Programs must submit attendance
sheets for the last 6 months to substantiate the need to calculate their per diem on less than full
capacity.

FINANCIAL IMPLICATION

In the 1996 budget, the total 2.1% reduction for community child care agencies was estimated at
$600,000.  Agencies were able to find a total of $629,714 in savings.  However, this amount was
reduced by an increase in property taxes for three programs.  Schedule A indicates that
community child care programs achieved a reduction totalling $594,204.  The difference of
$5,796 will come from the 2.1% saving on the Jobs Ontario spaces used in group care programs.
These spaces are not allocated to any programs so the savings are not reflected in Schedule A.

Column D of  Schedule A reflects the recommended per diem and administration rates for 1996
for community child care agencies.  The variance column does not always reflect 2.1% because of
an additional 2 days of operation in 1996 which lower the rates.  Because of that the variance
column shows a reduction of 2.85% in the rates.  When the variance shows 2.1% it is because the
program will be closed for 2 days during the year as a cost cutting measure.  Comments were
made to explain why some variances are positive or higher than -2.1%.

CONCLUSION

Regional Council approved a three phase strategy for funding their 20% share for the 707 Jobs
Ontario child care spaces.  The first phase consisted in using the child care contingency fund from
October 1, 1995 to December 31, 1995.  The second phase for 1996 has consisted of reducing by
2.1% the budgets of community child care agencies, municipal child care programs and the child
care administration, an increase in the minimum user fee and a small contribution from the child
care contingency fund.  These measures are an interim solution for 1996.  During this year, the
Department is working with the child care community to develop more permanent solutions for
1997.  Even though all community child care agencies have managed to reduce their budgets by
2.1%, sustaining  this reduction could seriously jeopardise the financial viability of some agencies.
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The results of the Provincial Child Care Review were expected by April 1996.  These would have
formed the basis for changes in the child care system in all parts of Ontario and would have
provided a framework for making recommendations for changes in Ottawa-Carleton.
Unfortunately, the Ministry of Community and Social Services has delayed their announcements
on the Review until sometime later in the year.

In view of the difficulties which would be faced by some agencies to sustain the 2.1% reduction
and the need for the Region to position itself to respond to the results of the Provincial Review
which will focus on the need to find efficiencies within the system, the Department feels that work
must proceed on long term strategies.  As a result, a report outlining various strategies which
have been developed by the Department and the child care community with preliminary costing
where possible will be tabled with Community Services Committee in June.

Approved by

Dick Stewart

\sg

FINANCE DEPARTMENT COMMENT:

______________________________________
Finance Commissioner
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