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About Third Sector Capital Partners, Inc. _.Third Sector

Third Sector Capital Partners, Inc. (“Third Sector”) is a nonprofit advisory services firm that leads
governments, high-performing nonprofits, and private funders in building evidence-informing initiatives that
address society’s most persistent challenges. As experts in innovative public-private contracting and financing
strategies, Third Sector is an architect and builder of the nation’s most promising Pay for Success (“PFS”)
projects including those in Commonwealth of Massachusetts, Cuyahoga County, Ohio, and Santa Clara
County, California. Third Sector has been awarded more U.S. government mandates to construct PFS projects
than any other firm. These projects are rewriting the book on how governments contract for social services:
funding programs that work to measurably improve the lives of people most in need while saving taxpayer
dollars. A 501(c)(3) nonprofit based in Boston, San Francisco, and Washington D.C., Third Sector is supported
through philanthropic and government sources, including a grant from the Corporation for National and
Community Service’s Social Innovation Fund.

Third Sector is a proud grantee of the Corporation for National and Community Service’s Social Innovation
Fund. This feasibility report has been prepared as part of Third Sector's sub-recipient award to Marion and
Multnomah Counties. Learn more at www.thirdsectorcap.org.

About National League of Cities

The National League of Cities (“NLC”) is dedicated to helping city leaders build better communities. Worklng in
partnership with the 49 state municipal leagues, NLC serves as a resource to and an advocate for the more
than 19,000 cities, villages and towns it represents.

The NLC members are municipalities from across the country. A city or town joins NLC and the elected officials
and staff participate in NLC's programs, activities and governance. State municipal leagues are also active
members of NLC, guiding the organization's priorities and serving as an important link to cities in their state.
And, NLC offers membership opportunities for members of the private and non-profit sector.

—

About Marion County =

Marion County (“Marion”) is Oregon’s fifth most populous county. With four of fourteen state correcuorian
institutions, two state juvenile corrections facilities, and the Oregon State Hospital housing offenders with
psychiatric diagnoses, the county population of state prisoners and local inmates is the highest per capita rate
of any Oregon county. More than 27% of Oregon’s total prison population is housed in Salem, the county seat
and Oregon’s capital. The Marion County Sheriff's Office operates the third largest jail in Oregon. Learn more
about Marion’s juvenile justice program by visiting http://www.co.marion.or.us/JUV.

About Multnomah County .MA

MULTNOMAH

Multnomah County (“Multnomah”) is the most populous county in Oregon, with a total population of more’thian
700,000. It contains Oregon’s largest city (Portland), as well as several smaller cities in the eastern portion of
the county. It is the smallest in area of all the counties in the state, and the most densely populated. According
to the Poverty in Multnomah County report, Multhomah County’s population is more highly educated with a
higher median and per capita income, but also a higher rate of poverty compared to Oregon as a whole.
Multhomah County is also Oregon’s most racially and ethnically diverse county. Learn more about Multnomah’s
juvenile justice program by visiting https://multco.us/dcj-juvenile

Collectively, both counties will be referred to herein as the “Counties.”


http://www.thirdsectorcap.org/
http://www.co.marion.or.us/JUV
https://multco.us/dcj-juvenile
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l. Overview of Pay for Success

The Pay for Success (“PFS”) feasibility assessment for Marion County (“Marion”) and Multnomah
County (“Multnomah”) (collectively referred to as the “Counties”) is a collaborative effort to
evaluate the development of a juvenile justice initiative under an outcomes-based contracting
model. The Counties’ juvenile justice initiative is an effort to (i) divert youth in the juvenile justice
system from further escalating to county secure or out of home programs, or into state custody,
(ii) provide culturally appropriate services to youth overrepresented in the juvenile justice system,
and (iii) thereby strengthen and restore families.

The technical assistance provided for this assessment is led by Third Sector Capital Partners,
Inc. (“Third Sector”), with support from staff in juvenile services, procurement, legal, regulatory,
and finance departments in both Counties. This work was made possible through a grant from
the Corporation for National and Community Service’s Social Innovation Fund.

Elements of Pay for Success

Pay for Success (“PFS”)!is a form of performance-based contracting that strives to raise
the bar on its three main elements:
(1) A clear set of objectives and indicators
(2) Guidelines to collect data on the progress of selected outcomes and indicators,
(3) Performance-driven incentives with “upside” (bonus payments) or “downside”
(injunctions) for service delivery?

In a PFS project, government and/or private payers (“end payers”) pay a service
provider(s) based on specific outcomes achieved. Before a PFS contract is
@ implemented, end payers and service providers mutually agree to the specific
terms and conditions of the project including outcomes, evaluation plans, and
payment structures. Once launched, service providers begin delivering
services while an independent evaluator rigorously assesses the impact of the
services; end payers make payments only when outcomes are achieved.

Third Party Funding is an optional component of PFS to capitalize a project when
government resources do not fund a service provider at the onset of an intervention (or
partially withhold payments). This form of funding is drawn down by a service provider
while intervention results are being evaluated and until success payments are made by an
end payer.

Outside funders — like philanthropic organizations, private financial institutions, and/or
individual grant makers — can provide the upfront funding for services and evaluation.
Depending on the initial PFS agreements entered into by all parties, government end
payments for services can be used to repay funders or recycled back into the project to
provide more services. This mechanism allows end payers to withhold success payment

! The term Pay for Success is utilized instead of the original name for this mechanism, Social Impact Bonds (or SIBs), because it
better conveys how the process works

2 “What is Performance-Based Contracting?” World Health Organization. Retrieved July 2016
http://www.who.int/management/resources/finances/Section2-3.pdf



until results are measured, while also ensuring cost coverage for service providers.

As described above, it is important to note that performance-based contracting and third party
funding are complementary but distinct elements of a Pay for Success project. Subject to the
funding needs of a service provider and sources of funding for government end payers, in
addition to relationships in the community, not every PFS project requires (or is well-suited for)
third party funding.

Benefits of PES Principles

Though it is not a silver bullet for pressing social issues, PFS offers a number of benefits to
stakeholders — end payers are able to ensure their funds only go toward programs that are
working (based on outcomes achieved), service providers can focus on achieving impact, and if
required, funders are able to help build government end payer and service provider capacity.
The process thereby extends the time frame for measuring outcomes, enabling all parties to work
together to drive better outcomes for vulnerable families.

Given this potential, Pay for Success has become a national movement with eleven projects
launched in states across the country (California, Colorado, Connecticut, lllinois, Massachusetts,
New York, North Carolina, Ohio, and Utah) and dozens more projects in development®. The
eleven PFS projects launched in the United States all utilize performance-based contracts and
third party funding, however, the specifics of each project are vastly different. For instance, some
projects are funded mostly by philanthropy, while others are funded mostly by private financial
institutions.

3 “Pay for Success Projects.” Nonprofit Finance Fund. Retrieved via http://www.payforsuccess.org/provider-toolkit/pfs-projects
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[I.  Marion/Multnomah County Feasibility Assessment Overview

Third Sector provided technical assistance to the Counties to explore a PFS project in juvenile
justice in accordance with the SIF grant competition. The following section provides an overview
of the grant for the project, Third Sector, the Counties, and other project partners.

Overview of Social Innovation Fund

The Social Innovation Fund (“SIF”), a key White House initiative and program of the Corporation
for National and Community Service (“CNCS”), combines public and private resources to grow
the impact of innovative, community-based solutions that have compelling evidence of improving
the lives of people in low-income communities throughout the United States.

In June 2014, SIF released a Notice of Funding Availability of up to $12 million for the 2014 SIF
PFS grant competition. Congress sought an honest, impartial experiment about PFS to learn
more about where and how it works best. Grantees, including Third Sector, focused on
supporting potential PFS opportunities in SIF’s priority areas of economic opportunity, healthy
futures, and youth development. Furthermore, SIF’'s goal with its PFS competition was to
accelerate the field by diversifying the sector, in terms of social issue areas, locations, and
implementing organizations.

Third Sector was awarded $1.9 million to provide technical assistance to assess feasibility and
develop PFS capacity.

Third Sector ran a competitive process for jurisdictions to apply for technical assistance awards.
Third Sector chose nine sub-recipients for Round 1 of the grant and developed three levels of
technical assistance awards, based on the readiness of the sub-recipient to develop a Pay for
Success project:

e Accelerating Assistance Award: This award was presented to applicants who had
already initiated some of the steps required for a Feasibility Assessment. These applicants
received smaller, “Accelerating” awards, since it was anticipated that they would require
fewer resources and less time to complete the Feasibility Assessment process.

e Intensive Assistance Award: This award was presented to applicants who were just at
the beginning of the Feasibility Assessment process and demonstrated a high-level of
readiness for Pay for Success. These applicants required more comprehensive “Intensive”
awards.

e Developmental Assistance Award: This award was presented to applicants who
demonstrated particular promise based on their outstanding performance on selected
aspects of PFS readiness and their perceived potential to improve their readiness over
time. These applicants received smaller “Developmental” awards to assist in building their
capacity and advancing their readiness to launch a PFS project.



The Counties applied for technical assistance from Third Sector to assess a juvenile

justice initiative and received a Development Assistance Award for up to $123,000 of
: 4

services.

Partners of Third Sector on Social Innovation Fund Grant

For implementation of its SIF grant, Third Sector partnered with leading national organizations
that assisted in developing the technical assistance competition, conducting outreach efforts,
sharing lessons learned and delivering services to sub-recipients. These organizations are
America Forward, Abt Associates, the National League of Cities (“NLC”), the National Governor’s
Association (“NGA”), and the National Association of Counties (“NACO0”).

e Abt Associates provided evaluation and programmatic experts who worked alongside
Third Sector staff in delivering technical assistance, thus not only benefiting the sub-
recipients, but also building other partners’ capacity to bring PFS expertise to their much
wider audience of governmental leaders.

e NLC, NGA, NACo, and America Forward educated their constituencies about the benefits
of PFS and the opportunities presented by the SIF PFS technical assistance. They also
brought a cadre of experts in governmental structure and the SIF priority program issue
areas to assist in providing high-quality technical assistance. This partnership ensured that
these organizations’ resources and insights were brought to bear in building the
knowledge base necessary to scale PFS nationally.

Sub-Recipient Overview

The Counties indicated they were seeking technical assistance to explore a Pay for Success
model for justice involved youth, using a proven, evidence-based intervention; in this case an
intensive in-home program for probation youth at risk of out-of-home placement. Such an
intervention would need to be well suited for an outcomes-based contract and committed by an
end payer willing and able to pay for achieved results.

As potential end payers and/or administrators of a project, the Counties indicated their
willingness to partner with state agencies (e.g. Oregon Youth Authority) and state-level parties
(e.g. the Oregon Legislative Assembly and/or Governor’'s Office). The partnership would identify
a (i) funding source for project end payments for an evidence-based program and (ii) a service
provider to successfully execute the intervention. The intervention must successfully address the
needs of county probation youth in a cost-effective manner, and, among other outcomes, achieve
fewer new criminal referrals, reduce out-of-home placements, engage or reengage youth in
education or vocational training, and support a stable home.

Marion County

* Retrieved from http://iwww.thirdsectorcap.org/wp-content/uploads/2015/04/SIF-Sub-Recipients_FINAL_03.11.15.pdf



The Marion County Juvenile Department, led by Faye Fagel, encompasses four programs: (1)
Case Management, (2) Accountability and Risk Reduction, (3) Counseling, and (4)
Administration. The Juvenile Department oversees a $12 million budget with 103 employees, and
manages grants averaging $1.1 million annually. Marion County’s Business Services, Information
Technology, and Finance departments oversee financial, purchasing, and contracting processes.
Contracts are reviewed and approved by the Chief Administrative Officer, legal counsel, and the
elected Board of Commissioners. Marion County adheres to the highest standards in financial
reporting and processes, receiving awards for budget and finance documents.

Marion County has been recognized by the U.S. Bureau of Justice Assistance for collaborative
work in the field of prisoner reentry. Through evidence-based strategies and partnerships
involving public sector agencies, faith organizations, nonprofits, businesses, and elected leaders,
Marion County reduced recidivism for adults released from Oregon prisons from 36% in 2002 to
14% in 2014. This work required significant community engagement, quality programs, trained
staff, and systems alignment among housing, substance abuse treatment, education, parole and
probation, and employment agencies and institutions. Close working relationships with
Congressional and state legislators garnered resources and policy changes that supported
reentry work. Similar approaches to expand the continuum of youth services available at the
community level to strengthen family systems will be applied through performance-based
contracts with youth service providers, and with support from business, faith, and community
leadership. Innovative programs include a partnership with Child Welfare to prevent youth with
histories of abuse and neglect from crossing over and penetrating deeper into the juvenile justice
system.

Executive leadership and oversight for the project was provided by Commissioner Janet Carlson
and her staff.

Multnomah County

The Multnomah County Juvenile Services Division is housed in the Department of Community
Justice. The division provides a continuum of services ranging from informal handling (diversion)
and formal probation, shelter care, electronic monitoring, mental health assessments and care
coordination, outpatient treatment staff and detention. With a 2016 budget of $31 million and 184
support and front line full time staff, the division completed over 1,300 detention screens in 2013
and annually diverts roughly 800 youth from court. In addition to the team assembled for this
project, other county commissioners and departments have researched the efficacy of PFS
efforts initiated through the Corporation for National and Community Service. The Chief Financial
Officer produced a report® in early 2014 analyzing the PFS model’s alignment with county
systems based on existing pay for performance projects, including historical background,
financing options, legal challenges, and impacts on budgeting, outlining a path forward that
requires additional input and policy analysis — the work of this project. In addition, the county
Budget Office has a lengthy history of implementing innovative budgetary processes, including
the use of Priority Based Budgeting.

® “Social Impact Bonds: A look at the potential benefits and challenges for Multnomah County.“ Multnomah County. August 2014



Multnomah County has been at the forefront of innovative public safety initiatives for the past two
decades. The County formed a Local Public Safety Coordinating Council in 1995 as a forum to
discuss pressing public safety issues across jurisdictions and agencies, spawning the creation of
Decision Support System-Justice in 1998 as a common public safety data warehouse to integrate
public safety data from local sources. Multnomah’s Department of Community Justice Juvenile
Division integrates a number of evidence-based services into their system design. Functional
Family Probation is a family-focused, integrative model for supervision and case management of
youth and families that replaces the traditional individual probation model with supervision
provided in the community. Multnomah County is also one of five model sites around the country
participating in the Juvenile Detention Alternative Initiative, serving as a learning laboratory for
objective risk assessment, supporting alternatives to detention such as police diversion,
community monitoring and a youth reception center, collaborating with system partners including
juvenile court, law enforcement, public health, community-based providers, advocates, youth and
families; and combating racial and ethnic disparities. Finally, the County completed the federal
Office of Juvenile Justice and Delinquency Prevention Comprehensive Gang Model assessment
in 2014 and is working across multiple jurisdictions to increase efficiency and effectiveness on a
range of strategies and services to reduce and prevent youth violence and trauma.

Executive leadership and oversight for the project was provided by Commissioner Judy Shiprack
and her staff.

PFS Feasibility Assessment Structure and Timeline

Third Sector announced its sub-recipient awards on March 11, 2015, and began working with a
core team at both counties during the second quarter of 2015. The project Steering Committee
and Working Groups (detailed in Appendix A: Membership in Feasibility Assessment Groups)
focused on the following:

e Creating and executing a work plan for the feasibility assessment

e Reviewing findings and providing detailed feedback and guidance

e Coordinating all activities via weekly meetings

Key Milestones
e June - July 2015: Project due diligence data gathering from Marion, Multnomah, and
Youth Villages®
e July: PFS Educational Webinars conducted with all Working Groups
¢ August: Kick-off meeting
e October: Completed Special Purpose Vehicle Formation project guidelines

® Youth Villages operates the Intercept program, a national evidence-based, intensive in-home service that looks to strengthen and restore
families, and help children safely remain in their homes or reunify with their families.



e October-November: Prioritization and identification of risk factors for selection and
payment-linked outcomes

e February 2016: Project priority shifted toward serving Marion County youth only since
baseline data for Multnomah County youths highlighted proposed project would not be
financially viable. Multnomah continued in an educational capacity.

e February: Completed PFS financing and appropriation project guidelines

e March: Finalized Target Population Assessment

e March: Participants in the first SIF Learning Community: Data & Evidence hosted by
Oregon Health & Science University to share feasibility study lessons learned to other
organizations conducting PFS feasibility studies nationwide

e May: Completed Counterfactual and Cost/Benefit Analysis

e June: Completion of service provider Request for Information template and Guideline for
Evaluator Requirements

e July: In partnership with the Oregon Community Foundation, hosted a philanthropic
convening, “State of Oregon Pay for Success & The Role for Philanthropy,” to discuss
project alignment with philanthropy priorities and opportunities for promoting innovation
and building common infrastructure

Guiding Objectives for PFS Feasibility Assessment

This PFS feasibility assessment was customized to fit the County’s needs. Below is an overview
of each major work stream and the guiding questions that were addressed:

Data Source & Access Assessment: Do we have ongoing access to quality information to track
outcomes of interest?

Target Population Assessment: Who exactly do we want to serve and why? How is the
population currently being served and what is its performance against "baseline” outcomes of
interest to end-payers?

Intervention Assessment: Are there interventions that can positively impact the population we
want to serve? What is the scaling opportunity? Do they track outcomes that are a priority for
potential end-payers? What is the recommended evaluation method?

End Payer Assessment & Economic Model: What is the economic case for the PFS project?
Are there end payers committed to paying for success achieved?

Legal & Regulatory Assessment: What are the options for end payer(s) and service provider(s)
to enter into multi-year PFS contracts? What are the options for end payer(s) to commit and
appropriate success payments?

Funder Development: Is there funder interest in continuing to develop a PFS project and invest
in the up-front funding required by a PFS contract?



At the onset of the project, the Counties reached a preliminary understanding with Youth Villages
of Oregon to assess the juvenile justice PFS model as a “proof of concept.” Youth Villages
operates the Intercept program, a national evidence-based, intensive in-home service that looks
to strengthen and restore families, and help children safely remain in their homes or reunify with
their families. Given the required time and resource investment to assess both County’s target
population’s risk criteria and baseline outcomes, and the cost / benefit implications of a provider’s
cost of service delivery and successful impact, neither Youth Village nor any other service
provider or specific intervention were selected as definitive parties to contract with. Section:
Intervention Assessment focused on developing government capacity and tools to select an
appropriate intervention for the project and aligned objectives of project participants. In the
absence of a service provider, Section: Legal & Regulatory Assessment and Section: Funder
Development focused on developing guidelines for the Counties to rely on in the event a project
were to commence.




[11.  Executive Summary and Overview of Work Streams

| Executive Summary

The feasibility assessment provided various opportunities to foster innovation within the Counties.
Under the leadership of Marion County Commissioner Janet Carlson and Multhomah County
Commissioner Judy Shiprack, the Counties continue to recognize the challenge of annual
budgeting cycles to fully support critical multi-year social service functions. Through learnings of
the feasibility assessment, the Counties are committed to pioneer alternative funding strategies
that use evidence-based practices to connect public funds to program outcomes rather than
outputs. The Counties have a shared goal of using evidence-based models that can be
replicated locally as well as across systems statewide. Whether it is juvenile justice or other
public service areas, both governments wish to incorporate lessons learned from the study to
improve internal capacity and data analytics, and various executive, administrative, and
departmental processes.

The feasibility study process brought together a diverse set of representatives, including elected
county and state officials, county juvenile units, service providers, state agencies, academia, data
analysts, and county counsel. The project team also worked and shared information with the
other Oregon based Pay for Success studies. This team-oriented approach was intended to
promote a new collaborative and outcome-based procurement culture. The promise of Pay for
Success (funding programs over a period of years based on outcomes with in depth evaluation)
continues to serve as an appealing option for the Counties. For example, Multhomah County is
participating in another feasibility study in concert with the City of Portland, examining how the
model could be used to fund low income housing improvements.

For just over a year, a multi-disciplinary team from Marion and Multhomah engaged in a thorough
evaluation of their juvenile justice system, as well as an analysis of the legal and procurement
requirements for instituting a Pay for Success model. This was not a simple or easy process. It
required detailed and rigorous examination of the current methods for assessing criminogenic
risk factors for youth and available services to address them; assessment of the current costs of
services; the potential economic and programmatic benefits of alternatives; and determining the
legal and administrative framework for a Pay for Success project.

The feasibility assessment found a significant investment in time and relationship building is
required by the Counties to identify a willing and able state-level entity to serve as a potential
revenue source for project end payments. End payments could be structured as a direct
appropriation (annually or multi-year), a partial withhold contingent on service provider
performance, and/or an authorized commitment via new legislation.

During the engagement, it was concluded that the best path to securing an end payer would be
via a joint project proposal with the Oregon Youth Authority (OYA) to the Oregon State
Legislature, Executive Office (or other state agencies), or philanthropic organizations. The
Counties believe that an intensive in-home intervention for emotionally and behaviorally troubled
probation youth and their families is suitable for the project. Assuming project outcomes are an

10



improvement over existing government programs for the target population, such end payments
would cover full project cost.

Key conclusions from the highest priority works streams include:

s

Po
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Marion and Multnomah have different risk criteria for selection and placement, which make a joint-project
difficult to achieve at this stage. Marion is best suited to proceed given its substantial target population
headcount and precise screening criteria.

The target population is defined as youth 13-18 years of age previously placed on probation. The individual
must have been identified as “Medium” to “High” risk, and at risk of out-of-home placement.

High priority project outcomes include: (i) reductions in out-of-home placements to county and OYA facilities,
(ii) reduction in criminal activity, and (iii) improvement in social impacts of juvenile criminal activity.

Scalability of the project is promising. Annually an estimated 115 Marion youth on probation would meet
criteria for intervention referral. Given voluntary consent and service provider admission estimates, total
annual headcount is projected at 75.

OYA is an essential partner in making the case for state-level end payments for an intervention to reduce the
costliest placements and achieve better outcomes for youth and their families. OYA and the state stand to
benefit the most from a successful intervention serving the target population. State-level contributions to end
payments are crucial to the advancement of the project.

End payments could either directly flow to a county or be administered by OYA (or another state agency), and
would be tied to successful diversion from OYA placements, and potentially GAP placement and/or county
detention.

A county-only funded project does not result in a favorable cost/benefit assessment. The benefits that would
accrue to the county are insufficient to justify end payments large enough to treat the entire target population.
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Results from conducting a non-binding request process would help the county demonstrate there are viable
service providers operating in the community that can potentially meet the outcome expectations of the project.
Once identified, the project end payer can work closely with the county, OYA, and other project partners to
ultimately select a preferred service provider and better assess the project’s cost / benefit proposition.

Readiness Scale and Overview of Work Streams

Each work stream received a rating to reflect readiness to move forward with implementing a
PFS project. The readiness levels (described below) reflect the amount of time, funding, and
groundwork required to develop and launch a Pay for Success project. Further, the levels are
intended to show the relative readiness of certain work streams against others. The selection of a
readiness level was done by Third Sector and reviewed by the Steering Committee for the
project.

Not Yet . -
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e Not Yet Demonstrated: Progress on the goals of the work stream was made, but goals
were not completed, due to challenges in data access and/or timing constraints of the
feasibility assessment. Further work is required to assess readiness for this area.

e Possible: A significant amount of work is needed to implement a PFS project for this work

stream.

. A moderate amount of work is needed to implement a PFS project for this work
stream.

e Strong: A minimal amount of work is needed to implement a PFS project for this work
stream.

Exhibit 1 presents an overview of the work stream areas assessed, the readiness level, and the
major findings from the feasibility assessment of that work stream:

Exhibit 1: Summary Findings of Work Streams

Readiness .
Assessment Level Scale Summary Findings

Data Source = Since Counties administer all juvenile justice activity at youth intake, they are well

& Access equipped to access and analyze the data required for a performance-based
contract evaluation.

=  Oregon’s Juvenile Justice Information System, namely the Juvenile Crime
Prevention Assessment, is the appropriate data source for any project requiring
risk criteria for youth selection, outcome tracking, and program evaluation. These
data sources are suitable due to its rigorous tracking of relevant project data and
common usage among county and state-level entities.

=  The Counties, in partnership with OYA, have a wealth of information from
government, but limited corresponding data from service providers.

Target =  The target population is defined as youth 13-18 years of age living in Marion or
Population Multnomah and previously placed on probation. The individual must have been
identified as “Medium” to “High” risk using the Juvenile Crime Prevention Risk
Assessment, and at risk of out-of-home placement.
= High priority project outcomes include:
o Reductions in out-of-home placements, particularly commitment to OYA
which is costly and longer term
o Reduction in criminal activity
o Improvement in social impacts of juvenile criminal activity
=  There are an estimated 115 and 135 probation youth that would be eligible for
intervention enrollment for Marion and Multhomah, respectively. On average
approximately 30% of Marion’s annual target population escalate to OYA level
placements. For Multnomah, the estimate is approximately 10%.
=  Marion and Multnomah have different risk criteria for selection and placement,
which make a joint-project difficult to achieve at this stage. Marion is best suited
to proceed given its substantial target population headcount and precise
screening criteria.

Intervention Not Yet = Scalability of the project is promising. Given voluntary consent and service
Demonstrated provider admission estimates, annual headcount for enrollment could be 75 in
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Marion and 100 in Multnomabh.

A Request for Information (RFI) document has been created so that at the
Counties’ choosing, a vetting process can be initiated to understand Oregon’s
landscape of service providers and their capabilities to meet project goals
(Appendix F).

In the absence of a specific service provider and designated end payer, a specific
evaluation plan was not developed. However, this report includes a description
of the roles and essential work streams to be undertaken by a project evaluator
(Appendix G).

Economic &
End Payer

The costliest placements are at the state level. OYA is an essential partner in
finding a source of state level end payments to capture the benefits of reduced
escalation to state-level placements.

The cost/benefit analysis demonstrates the important interaction between
assumptions about the status quo outcomes of the target population, an
intervention’s cost, and the intervention’s effectiveness. The analysis provides a
framework for selecting an intervention that can reasonably be expected to
succeed.

County-level measures for the feasibility study do not predict the risk of
escalation from probation to a residential placement by placement type (e.g.
detention, residential, and OYA). This means some youth would receive
intervention who are not at risk for the highest cost outcomes valued by potential
end payers, which currently dilutes the cost/benefit analysis.

Legal &
Regulatory

Not Yet
Demonstrated

Three potential project funding and payment approaches to consider are
Traditional PFS, Partial PFS, and Performance-Based Contract with Deferred
Payments. The first two options would require third party funding while the last
alternative could be funded using traditional procurement mechanisms.

Three strategies for guaranteeing end payments include full faith and credit,
appropriations (multi-year or annual), or rating agency trigger funding
mechanisms

For this project, the holding mechanism for success payments or if performance-
based contracts that cross biennia are possible in the state are unknown.

Funder
Development

Not Yet
Demonstrated

Due to not having a committed end payer and identified intervention model or
service provider, it is unclear if the project would require third party upfront
funding. Detailed engagement with local third party funders is at this phase
premature

As the Counties identify a potential end payer, continued identification of
prospective funders can help determine interest in financially supporting specific
project work streams (e.g. data building efforts or evaluation) or providing upfront
funding for the entire project (if needed).

Recommended Next Steps

e Secure commitment of state-level end payer to assist in the development and design of
the project, with the objective of contributing to all or a portion of project end payments.

e Conduct a non-binding RFI process to demonstrate there are viable service providers
operating in the community that can potentially meet the outcome expectations of the
project. Once identified, the project end payer can work closely with the county, OYA, and
other project partners to ultimately select a preferred service provider and better assess
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the project’s cost / benefit proposition. This process, despite the fact that an end payer has
not yet been secured, would help propel the project forward.

e Conduct RFI process to gauge organizational data capacity for service providers and cost-
effectiveness requirements. The cost/benefit framework of the feasibility assessment was
developed without reference to a specific intervention. As such, it may not reflect the cost
structure and measured impact of providers able to serve the county. The county should
use an RFI process to learn more about the capabilities and cost of interested providers.

e Evaluate the benefit of incorporating OYA'’s predictive data resources into risk criteria used
for referring a youth into an intervention. Predictive data could help target youth with the
highest need and identify those likely to escalate to the costliest out-of-home placement.

e Incorporate lessons learned from evaluation and target population work streams to
improve existing government programs serving probation youths.

e Continue identifying funders who have exhibited strong interest in supporting a potential
project. Potential PFS projects should leverage the local funder community to provide
project funding or work stream support (e.g. evaluation), and to demonstrate community
support for the project goals and intervention.

For more detail on the findings and next steps for each of the work streams in the feasibility
assessment, please refer to the detailed sections below.

14



IV. PFS Feasibility Assessment Work Streams

| Data Source & Access Assessment: Promising

Not Yet

Demonstrated Possible Promising Strong

Do we have ongoing access to quality information to track outcomes of interest?

Work Stream Goals:
= Assessment of data needs & data sources
= Data plan development for collecting, analyzing, and acting on data
= |Incorporation of data from service provider(s)

Conclusions:
= Since Counties administer all juvenile justice activity at youth intake, they are well equipped to
access and analyze the data required for a performance-based contract evaluation.

= Oregon’s Juvenile Justice Information System’s (“JJIS”) is the appropriate data source for any
project requiring risk criteria for youth selection, outcome tracking, and program evaluation

= For the feasibility assessment, the Working Groups exclusively relied on risk scores derived
from JJIS’ Juvenile Crime Prevention (“JCP”) Assessment 2006.1. The JCP is a suitable data
foundation for the project due to its rigorous tracking of relevant project data and common
usage among county and state-level entities.

= The Counties, in partnership with OYA, have a wealth of public sector data, but limited
corresponding data from service providers. Since a specific service provider or intervention
was not selected for pilot development (See Section: Intervention Assessment), the feasibility
assessment was unable to fully evaluate service provider data, any provider’s access to
government administrative information, or intervention impact to treat the target population.

Recommended Next Steps:
e Conduct Request for Information (“RFI”) process to gauge organizational data capacity for
service providers
o Evaluate the benefit of incorporating OYA’s predictive data resources into risk criteria used for
referring a youth into an intervention
e Integrate juvenile justice outcomes with educational and/or health outcomes
e Consider expanding internal county capacity for data analysis or forming new data partnerships
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The Data Assessment & Access work stream was focused on evaluating the following:

I.  Assessment of data needs & data sources: Data needed from county and state in order
to build a performance-based contract.

[I. Development plan for collecting, analyzing, & acting on data: Methods for efficient
and reliable processing of government data.

lll.  Incorporation of data from service providers: Collection and analysis of data from
service providers, including youth recruitment and tracking.

|. ASSESSMENT OF DATA NEEDS & DATA SOURCES

The juvenile departments at each county devoted substantial time and resources accessing
county and state level data of their target population from a centralized database, Oregon’s
Juvenile Justice Information System (JJIS). JJIS is a collaborative initiative of the state’s Oregon
Youth Authority (“OYA”), the 36 county juvenile departments, and other juvenile justice and public
safety partners. JJIS offers a single source of case record information for all youth within the
juvenile justice system.

The law enforcement referrals on every youth taken into custody or referred through a police
report come to the local County Juvenile Department. Juvenile Departments have the
responsibility to determine, in conjunction with the District Attorney’s Office, the appropriate
response to address the behavior that brought the youth to police attention, mitigating risk
factors, and ability to increase skills for long term youth success and public safety. Roughly 94%
of all youth referred stay with the local County Juvenile Department. A small portion of youth
referred are court committed to OYA either for placement in a Youth Correctional Facility or
placement in a residential treatment program. OYA funds, and initiates and oversees the system
of residential programs across the state.

JJIS entries are initiated by whoever has contact with a youth, either county juvenile departments
or OYA. JJIS’s consistent tracking of data for over 15 years and common use by Marion,
Multnomah, and OYA supports its use as the appropriate data source for any project requiring
risk criteria for youth selection, outcome tracking, and program evaluation. The data system
essentially accounts for three key functions that any performance-based contract project would
require:

e Aids in planning, developing, and evaluating services designed to reduce juvenile crime

e Provides comprehensive case information about juveniles and the services they receive
from county juvenile department and Oregon Youth Authority.

e Assists county juvenile departments and Oregon Youth Authority in managing individual
juvenile cases and in tracking juveniles through the system

For all Juvenile Justice System youth, JJIS provides information such as demographics,
allegations, adjudications, court conditions, incident reports, and treatment services, and
commitments to Youth Correctional Facilities. In Marion County individual youth case plans are
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also completed and kept in JJIS. Of most relevance to the project, the data platform tracks risk
assessments of county probation youth (administered at intake and every six months thereafter),
new criminal referrals, probation violations, residential commitments (including length of stay),
and court ordered restitution amounts and amount paid.

JJIS tracks an individual youth’s status, progress, program involvement and outcomes through
the justice system. The database enables juvenile justice personnel at the county and state level
to analyze the risk criteria, outcomes, and cost data requirements associated with any
performance-based contract and/or evaluation.

. DATA PLAN DEVELOPMENT FOR COLLECTION, ANALYZING & ACTING ON DATA

JJIS contains the Juvenile Crime Prevention Risk Assessment Instrument (JCP) used by all
Juvenile Departments, and the OYA Risk/Needs Assessment, used by OYA and some Counties.
The JCP and the Risk and Needs Assessment generate information that assist in decision-
making for appropriate supervision levels, interventions, programs, services and dosage,
readiness for transition, and support program evaluation.’

For the feasibility study, the Working Groups exclusively relied on risk scores derived from the
Juvenile Crime Prevention Risk Assessment (JCP) 2006.1. The JCP was used to determine the
risk and needs profile of youth for selection into the intervention, and would serve as the
information basis for any program evaluation.

The JCP is a suitable data foundation for various reasons:

Rigorous Risk and Outcomes Tracking: JCP assessment includes 30 risk factors
organized into seven social areas, all of which are relevant to the youth risk factors
addressed with the project:

e Behavioral issues, including data on school behavior, prior criminal activity,

runaway history, violent and/or aggressive behavior, and weapon usage

e Substance use

e Peers and peer activities

e Family dynamics

e Attitudes, Values and Beliefs

e Education / academic issues

e Mental health
The risk criteria required for this project are also contained within JJIS. These include
number and type of criminal referrals, probation violations, response to interventions and
services, placement out of home in the County Shelter Care or OYA placements in
residential programs or Youth Correctional Facilities, and length of stay. Supplementary
outcomes that are educational (e.g. school attendance, academic performance),

" “OYA Recidivism Risk Assessment: Modeling Risk to Recidivate” Oregon Youth Authority. Jan. 2011. Retrieved via
https://www.oregon.gov/oya/research/recidivismriskassessment_modelingrisk.pdf
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behavioral (e.g. improved pro social skills and functions), or health oriented (e.g.
hospitalizations) are not currently stored in JJIS.

Credible Data Source: The JCP was implemented in 2000 for the state of Oregon. The tool
is one of many risk assessment instruments used throughout the country with high marks
in validity, reliability, and equity, including working equally well across different racial and
ethnic groups.®

Common Usage: The JCP is used to assess the risk level of youth based on criminogenic
risk factors tied to criminal behavior. The JCP is unique to Oregon in its format but was
developed using data and research on factors common in other risk tools around the
country. All 36 counties and the Oregon Youth Authority have agreements to use JJIS.
They work together to define how information is entered and determine what is mandatory,
while partnering on a steering committee that establishes policies and standards. Common
usage provides the project ample flexibility for implementation in Marion, Multhomah, or
any other county (or combination of counties).

Note that the feasibility study did not assess Department of Corrections data bases, or any
information related to adult activity of individuals previously involved with the juvenile justice
system.

[II. INCORPORATING DATA FROM SERVICE PROVIDERS

At the onset of the project, the Counties reached a preliminary understanding with Youth Villages
of Oregon to use the juvenile justice PFS model as a "proof of concept.” Youth Villages operates
the Intercept program, a national evidence-based, intensive in-home service that looks to
strengthen and restore families, and help children safely remain in their homes or reunify with
their families.

As discussed in Section: Intervention Assessment below, Youth Villages is not the sole service
provider that could be considered for a performance-based contract under this study. However,
the organization was an active partner that provided the feasibility assessment with a realistic
and experienced perspective for various work streams.

The internal data sets maintained by Youth Villages’ Intercept program were not reviewed or
evaluated to validate impact. From a data perspective, Youth Villages’ provided general insights
on its internal data collection process, assessment of youth and family needs, and the recording
of outcomes achieved by youth that successfully complete the Intercept program.

The Counties, in partnership with OYA, have a wealth of public sector data, but limited
corresponding data from service providers. Since a specific service provider or intervention was

8 “A Comparison of Risk Assessment Instruments in Juvenile Justice.” National Council on Crime and Delinquency, August 2013. Retrieved via
https://www.ncjrs.gov/pdffiles1/ojjdp/grants/244477 .pdf
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not selected for pilot development (See Section: Intervention Assessment), the feasibility
assessment was unable to fully evaluate service provider data, any provider's access to
government administrative information, or intervention impact to treat the target population.

Recommended Next Steps:

1)

2)

Conduct Request for Information (“RFI”) process to gauge organizational data
capacity for service providers

As detailed in Section: Intervention Assessment, surveying the service provider landscape
will identify which Oregon organizations may be suitable to partner with on a performance-
based contract. Their participation in the planning process may also highlight any data
shortcoming that government and service providers need to address before finalizing
project design.

A common challenge in reviewing service provider data is the potential gap between
government outcomes of interest and provider-tracked outcomes. For example, outcomes
of interest for this project are length of stay per County and/or OYA out of home
placement, criminal referrals, and victimization costs. However, service providers typically
only collect output data, which includes who they serve (i.e. participant information), fidelity
measures (e.g. program completion), and leading indicators or proxies for project
outcomes (e.g. interactions with the law vs. criminal referral). An RFI process would help
address this potential gap.

Examining the data capabilities of potential providers will help clarify how much effort is
needed to create data sharing agreements between them and government. Such
agreements are typically developed in any performance-based contract so outcomes
delivered by service providers can be confirmed with datasets from the end payer
(whichever government entity it may be). Provider data linked to state systems help in the
evaluation of performance based contracts.

These steps will compare County systems to those of service providers, enabling the
project to:

e Align prioritized JCP risk criteria and service provider intake requirements

e Confirm service provider outcomes are equivalent to project outcomes, as
prioritized by an end payer

e Validate success measures of an intervention

Evaluate the benefit of incorporating OYA’s predictive data resources into risk
criteria used for referring a youth into an intervention

Criteria for selecting project participants is currently based on the JCP assessment. By
supplementing the JCP with the Escalation to OYA tools, the counties might strengthen
project design and evaluation.
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Escalation to OYA

Escalation scores estimate the likelihood that a youth will escalate from county probation
to OYA, either in a community placement or a youth correctional facility. While OYA uses
several tools to estimate a youth’s likelihood of recidivism (e.g., Juvenile Crime Prevention
Assessment (JCP), Risk Needs Assessment (RNA), etc.), OYA research has found that
what predicts recidivism is not the same as what predicts escalation. The Escalation to
OYA tool is a data driven approximation with the capability to estimate a youth’s likelihood
to escalate to OYA.

Each youth on county probation with an updated JCP will have different scores within the
Escalation to OYA tool:

e Escalation on a new crime - Predicts the likelihood a youth will escalate from county
probation to OYA on an allegation that was not associated with placement on county
probation

e Escalation on a probation violation - Predicts the likelihood a youth will escalate from
county probation to OYA on the same allegation associated with placement on county
probation

e Percentile Ranks - Indicates the percentage of youth on county probation in the same
county who will have an equal or lesser Escalation to OYA score for escalation on a
new crime and probation violation

OYA is developing an improved Escalation to OYA score that predicts the risk of OYA
placement that does not distinguish between probation violations and new crimes as
causes for escalating. That tool is not yet available to counties throughout the state, but,
when available, will be a recommended risk score to evaluate as a complement to the
Counties’ JCP score to identify and select youth well suited for this project.

It is recommended to evaluate the use of Escalation to OYA scores to assess if the
Counties can more accurately prioritize youth for enroliment. As discussed in Section:
Target Population Assessment, the current criteria make it likely more youth would be
eligible than there is capacity to serve. Predictive tools could help target youth with the
highest need.

Second, and perhaps more importantly for justifying the project, Section: Economic & End
Payer Assessment highlights that the more targeted an intervention enrollment can be, the
better the cost / benefit economics.

As discussed in Section: Economic & End Payer Assessment, Marion and/or Multhomah
(or any other county) need to continue to work with OYA for a successful launch of a
project. From a data perspective, that would also include leveraging existing OYA
predictive tools for youth enrollment into the program.

By fully leveraging data resources currently available from the state, the Escalation to OYA
Score tools might strengthen the data quality of the project—both for program design and
evaluation purposes.
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3) Integrate juvenile justice outcomes with educational and/or health outcomes

The feasibility assessment is primarily based on JJIS information. Section: Target
Population Assessment below describes youth with a specific risk profile that would
generate benefits beyond juvenile justice outcomes with successful diversion of an out of
home placement. Whether it is improved school attendance, academic reading, or
reduction in drug abuse treatment services associated with successful completion of the
intervention, the project data sets currently cannot validate those additional outcomes. A
project could be successful if primarily anchored by JJIS data, but the upside could be
larger if integrated with other administrative datasets.

Should the Counties look to improve the cost/benefit analysis, or document wider benefits
to promote state support, it is recommended they establish data sharing agreements or
intergovernmental partnerships with the Oregon Department of Education, Department of
Human Services, and/or Oregon Health Authority. Integration of various administrative
sources would provide a unified data narrative of the Target Population (beyond JJIS) for
youth that access various government services.

The Oregon Youth Authority (an active project participant) and the Center for Evidence-
based Policy at Oregon Health and Science University (in-state PFS practitioner) have
already undertaken a significant cross-governmental data merging effort for their own
internal analyses. Both are recommended partners for further data integration.

4) Consider expanding internal county capacity for data analysis or forming new data
partnerships

While two to four Working Group members led the data gathering and analysis efforts for
the feasibility assessment, a launched project would require increased internal capacity
due to the data demands of a performance-based contract. Whether it is risk score
assessments for enrollment, scenario analyses, evaluation, contract compliance, and/or
program improvement, more data staff would be required.

The Counties might partner with OYA’s Research & Evaluation team or an organization
like the Center for Evidence-based Policy at Oregon Health & Science University. OYA's
staff includes various statistical and evaluation experts that can improve the data capacity
and analytics of the project. The Center for Evidence-based Policy is already intimately
familiar with PFS principles,® and has previously demonstrated interest in supporting
Marion and Multnomah’s performance-based contract initiative. Through its own PFS
project, the Center for Evidence-based Policy’s data efforts uniquely position it as a
national leader among research institutions in integrating disparate state-level datasets
and consolidation of youth outcomes.

If the Counties wish to pursue Next Step #3 above (“Integrate juvenile justice outcomes
with educational and/or health outcomes”), the Center for Evidence-based Policy has

® The Center for Evidence-based Policy completed its PFS feasibility assessment in 2016 with Third Sector Capital Partners. The engagement
was similar Marion and Multnomah’s engagement described in this report.
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already negotiated data sharing agreements with various state agencies, including the
Oregon Department of Education and OYA, and can facilitate data integration with JJIS
data histories of the target population

Though it may be less cost effective, a final option would be to engage third party data
consultants or private-side data specialists.
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Target Population Assessment: Promising

Not Yet

Demonstrated Possible Promising Strong

Who exactly do we want to serve and why? How is the population currently being
served and what is its performance against "baseline" outcomes of interest to end-
payers?

Work Stream Goals:

Examination of participant flow
Defining the target population

Summary of Findings:

The Counties seek to reduce the number of high-risk probation youth, particularly, youth of
color, from escalating further in the juvenile justice system. In partnership with Multnomah,
Marion strives to do so through an expansion of county-level alternative programming,

including those that are therapeutic in nature for youth adequately suited for such services.

Target population is defined as youth 13-18 years of age living in Marion or Multhomah and
previously placed on probation. The individual must have been identified as “Medium” to “High”
risk using the Juvenile Crime Prevention Risk Assessment, and at risk of out of home
placement.

High priority project outcomes include:

(1) Reductions in out-of-home placements, particularly commitment to OYA which is costly
and longer term

(i) Reduction in criminal activity

(iir) Improvement in social impacts of juvenile criminal activity

There are an estimated 115 and 135 probation youth that would be eligible for intervention
enroliment for Marion and Multnomabh, respectively. On average approximately 30% of
Marion’s annual target population escalate to OYA level placements. For Multnomah, the
corresponding figure is estimated to be approximately 10%.

Marion and Multnomah have different risk criteria for selection and placement, which make a
joint-project difficult to achieve at this stage. Marion is best suited to proceed given its
substantial target population headcount and precise screening criteria.

Recommended Next Steps:

Evaluate benefit of OYA’s predictive data analysis resources into risk selection for target
population for both Counties

Conduct multi-year forecast of the target population referred to an intervention

Modification of Multhomah’s risk criteria for target population selection is required for a PFS
project, regardless of project structure (stand-alone or in partnership with Marion).
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The Target Population Assessment was focused on addressing the following:
I.  Examination of population flow: Assessing how this population is currently being served
and defining outcomes of interest a project end-payer is willing to fund.
II. Defining the target population: Determining who the Counties want to serve and why.
Selection process and size of potential cohort is developed by assessing the needs and
risk profile of the youth to be served.

. EXAMINATION OF POPULATION FLOW

Various risk factors can be identified at a youth’s first interaction with the juvenile justice system
that can help prevent further penetration. The funding for statewide residential services rests with
the Oregon Youth Authority (OYA). Marion County has a limited number of county residential
placements options (only 30 slots available) and no alternatives that are therapeutic in nature for
youth suited for such services. To access other residential programs, a youth must be committed
by the court to OYA. This results in a youth being removed from the home and local community.
There are currently no OYA contracted residential programs in Marion County. *°

The following provides summary information on Marion youths placed in OYA facilities in 2014:**

e Historically, Marion county probation youth eventually committed to OYA facilities face
various challenges before being removed from their homes
o 82% are failing academically
70% have been suspended or expelled
46% have already dropped out of school.
60% of youth also qualified for free or reduced lunch programs in 2013
84% were assessed as providing poor supervision at home
71% reported serious family conflict
66% have a family history of child abuse/neglect or domestic violence
o 57% have a family member struggling with substance abuse).
e These youth demonstrate chronic aggressive behavior that began prior to age 13 (68%),
have runaway history (50%), behaviors that hurt or put others in danger (84%) and/or
themselves (79%).

0 O 0O O O O

Hispanic youth are disproportionately affected by this lack of resources. Marion County has the
state’s second highest Latino/a population (81,851), which accounts for 25% of the county’s total
population. Marion has the largest number of Hispanic youth in the juvenile justice system in the
state. In 2013, Latino/a youth comprised approximately one third of all Marion County criminal
referrals.

1% Marion County
 Marion County. Similar trends are comparable for 2015.
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This data analysis is consistent with observations in Multnomah County. In Multnomah, African
American, Latino and Native American youth are disproportionately impacted by the juvenile
justice system.*?

e African American youth, specifically, are brought to a detention facility at higher rates in
comparison to white youth (20.3% to 14%), and are less likely to be released (48.8%
compared to 68.3%).

e African-Americans are four times more likely to be referred to juvenile court than white
youth, and nearly two times more likely to have cases resulting in placement in a secure
juvenile correctional facility.

e Hispanics are 1.5 times more likely than white youth to be involved in a case requiring
secure detention.

e Despite many efforts to the reverse disparities over the last ten years, the situation
appears to have worsened in the last few in both counties.

Multnomah County’s minority population is 205,031 or 28% of the county’s total. In 2013, of 3,288
criminal referrals to Multnomah County, 1,812 or 55% were for youth of color (African American,
Hispanic, Native American and Asian).

Eligibility Criteria for Project

The population to be served in this proposed project is comprised of a subsection of the youth
described above. For the purposes of the feasibility study, the project eligible population includes
youth on county juvenile department probation and at-risk of out-of-home placements:

OYA Commitments
e OYA Youth Correctional Facility (“YCF”)
e OYA Residential Treatment (“OYA Residential”)

County Placements
e County Residential (In Marion, known as Guaranteed Attendance Program, or “GAP”)
e County Detention (“Detention”)

For a description of each of these placements, please see Appendix C.

A successful project would be one where at disposition to county probation youth would be
referred into an intense, in-home intervention that would serve as an adjunct to probation as
usual.

12 Multnomah County and Feyerherm, W. (2012, November). “Disproportionate Minority Contact in Oregon’s Juvenile Justice System:
Identification and Assessment Report.” State of Oregon. Retrieved July 2016 via
http://www.oregon.gov/oya/dmcsummit/2014/Materials/OregonDMCReport2012FINAL.pdf
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The four out-of-home placements and corresponding decision-making are highlighted in Exhibit
2. It is important to note the population being assessed in the feasibility study excludes youth
with Ballot Measure 11 adult charges (mandatory remand to adult court).

EXHIBIT 2: Overview of Oregon’s Juvenile Justice System
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Source: Oregon Youth Authority (emphasis and formatting added)
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EXHIBIT 3: Project Focus Within the Juvenile Justice System

COUNTY
JUVENILE

DEPT.
INTAKE

Juvenile justice departments receive all referrals from local law enforcement.
The JCP assessment tool (discussed in Section: Data Source & Access Assessment)
is typically completed by probation officers when a youth is proceeding to adjudication.
All counties enter youth information to the state-wide JJIS system throughout the
youth’s active case, and use that information for direct service supervision and case
planning
Juvenile departments, in partnership with local district attorneys and juvenile courts,
determines whether to:

(i) Proceed informally in lieu of formal court action, or

(i) In the case of more serious referrals, file petitions before the juvenile court
The feasibility assessment focused on the group of youth processed in the latter (ii)
determination

‘,_
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When youth are referred for more serious offenses (ii, above), juvenile department staff
work with the local district attorneys to file delinquency petitions in the juvenile court so
that the case can be adjudicated

As discussed in the Section: Data Source & Access Assessment, it is important to note
that for the feasibility study, the JCP alone may not provide the Counties the most
predictive forecast of the likelihood that a youth may ultimately be placed in out-of-
home placements.

Youth would be referred to an intervention once adjudicated as delinquent and ordered
on probation

I T county | s
. Detention i
277 County  Ca

v, Residential

Should the juvenile court establish jurisdiction (i.e. determine guilt for an act which
would be a crime if committed by an adult), the judge may place the youth under formal
County Probation.

Youth on county-level probation are subject to formal sanctions and requirements that
are designed to provide a consequence for the crime committed, mitigate risk factors,
and increase skills while including a range of supervision, accountability, and
reformation services administered by the county.

If a judge approves the use of County Detention for a youth, an individual may be kept
in detention custody as a sanction for probation violations, pre-adjudication to ensure a
youth is present for court proceedings, or as the least restrictive alternative to ensure
public safety.

Depending on county size, frequency of juvenile criminal activity, budget, and/or policy
decisions, counties may have in-county programs (e.g. County Residential) for youth
placed on County Probation.

For the purposes of the feasibility assessment, Marion’s County Residential program is
the GAP Program, a voluntary service offered to families that is not court ordered.

oo
"N Residential i
=~ . Treatment . -~ ’
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Youth may be committed to the custody of OYA by a juvenile court if they:

(i) Are unsuccessful in meeting conditions of County Probation,

(i) Are in need of a residential placement to establish structure, supervision and
accountability not available in the home

(iii) Commit very serious offenses, and/or

(iv) Are found to be serious risk to community safety

OYA administers state Youth Correctional Facilities, manages contracts with
community residential programs, provides treatment foster care, and provides parole
and probation supervision for youth in those placements. These programs generally
are not available to youth in their home counties.
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Detention, GAP and OYA commitments are costly services for government (e.g. facilities, staff,
administrative processing) and traumatic for youth and their families.

The target population has complex needs that cannot be adequately addressed using the
existing continuum of resources. It is a project priority to ensure the target population participates
in services designed to address the whole person, focusing on educational, health, and
social/emotional outcomes, including: parent skill building, family engagement, collaborative and
customized treatment, trauma informed care, and education interventions.

The potential target outcomes the Counties strive to improve with a performance-based contract
are listed in Exhibit 4 below. The listed outcomes are considered a top priority for any state-level
government body that would serve as the end payer (as determined by the Steering Committee,
including County and state-level leadership represented in the group):

EXHIBIT 4: Outcomes of Interest End Payers Would be Willing to Pay For

Placement Behavioral / Other

Reduction in out-of-home placements Reduction in criminal activity
OYA Commitments o New criminal referrals
e OYAYCF

* OYAResidential Improvement in social impacts of juvenile offending

County Resources

e Reduction in alcohol and other substance use

e County Residential / GAP e Increase in school attendance, credit
e County Detention accumulation, grades, pro-social behavior, and
positive peer association

[I. DEFINING THE TARGET POPULATION

It was agreed at the onset of the project that participants would meet the following minimum
requirements:

EXHIBIT 5: Minimum Requirement for Program Eligibility

e Living in Marion or Multnomah Counties

e 13-18 years of age

e Placed on probation

¢ Identified as “Medium to High” risk on the Juvenile Crime Prevention Risk Assessment (JCP)13
e Atrisk of out-of-home placement

'3 “Medium to High” includes youth with Medium, Medium High or High designations
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Note: See Appendix B for the definition of JCP risk criteria.

As presented in Exhibit 6 below, selection for Marion’s target population included an analysis
broken down into four specific subject areas for screening: Individual, Peers, Family, and School
risk factors derived from the JCP risk assessment tool discussed in Section: Data Source &
Access Assessment.

EXHIBIT 6: Marion Target Population: Eligibility Criteria for Intervention Referral

In addition to the Minimum Requirements for Program Eligibility in Exhibit 5, Marion participants must
meet eight or more of the following 15 JCP items to be considered for eligibility:

Individual — Early initiation of antisocial behavior, Early initiation of drug use, Rebelliousness, Substance
use

JCP 6.1 Substance use beyond experimental use

JCP 6.2 Current substance use is causing problems in youth's life
JCP 7.3 Youth accepts responsibility for behavior

JCP 7.6 Youth pre-occupied with delinquent or anti-social behavior

Peers — Interaction with antisocial peers, peer substance abuse

e JCP 3.1 Friends disapprove of unlawful behavior

e JCP 3.2 Friends engage in unlawful or serious acting-out behavior

e JCP 3.3 Has friends who have been suspended or expelled or dropped out of school
e JCP 3.5 Substance abusing friends

Family-Family conflict/violence, neglectful parenting, parent history of mental health difficulties, parent
stress, parental attitudes favorable to antisocial behavior, parental attitudes favorable to drug use, poor
gamily management, violent discipline

e JCP 5.1 Communicates effectively with family members

e JCP 5.2 Poor family supervision and control

e JCP 5.10 Has close, positive, supportive relationship with at least one family member

School - Low school commitment and attachment, poor academic performance

JCP 2.1 Significant school attachment/commitment

JCP 2.2 Academic failure

JCP 2.7 Family actively involved in helping youth succeed in school
JCP 4.5 Involved in extra-curricular activities

Note: Please see Appendix B for the definition of each of the JCP risk criteria listed above.
The basis for using these 15 JCP items as risk criteria for youth selection include:

e An historic analysis of Marion probation youth that had been committed to OYA showed
the 15 items were highly prevalent (>65%) at the closest date of first commitment to OYA
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e These risk factors overlap with key screening criteria for enroliment into an intense
treatment intervention like Multi-Systemic Therapy

Based on the 2010-2015 historical probation youth that meet the eligibility criteria, 83% (184) of
all Marion youth placed in OYA Residential and YCF had 8 or more of the 15 JCP risk criteria,
89% (198) had 7 or more, and 93% (206) had 6 or more.

The analysis found that Marion youth who went to OYA Residential or YCF and had less than 8
of the 15 JPC risk criteria, had special needs only available through OYA commitment: (a) sex
offense youth going to sex offender-specific treatment only, (b) focused substance treatment
youth, and (c) youth with very specific treatment needs such as arson charges or serious mental
health needs that were suicidal in nature.

For Multnomah'’s target population, the risk criteria from the JCP for selection are listed in Exhibit
7 below.

EXHIBIT 7: Multnomah Target Population: Eligibility Criteria for Intervention Referral

In addition to the Minimum Requirements for Program Eligibility in Exhibit 5, Multnomah participants
must meet at least two of the six following JCP items to be considered for eligibility:

JCP 5.2 - Poor Family Functioning

JCP R3.2 - Friends unlawful behavior
JCP R3.3 - Friends suspended or expelled
JCP R6.1 - Substance use

JCP R5.4 - History of child abuse

JCP R4.10 - Behavior endangers others

Note: Please see Appendix B for the definition of each of the JCP risk criteria listed above.

Multnomah has an existing services contract with Youth Villages Oregon to utilize its Intercept
Program.’* Eligibility criteria for the feasibility assessment was drawn from the risk profile of
Multnomah youth previously identified as eligible for placement and referred for Intercept.

Multnomah’s target population referral criteria was also considered for Marion’s probation
population. The Marion data analysis yielded a low headcount for the highest need / most
expensive youth to serve (those committed to OYA Residential and YCF). The low number of
youth that would escalate to OYA would thereby structurally cap the diversion impact potential of
the project. Ultimately, Marion ended up with a more specific set of risk criteria (15 JCP risk
factors) which include all of Multnomah’s six JCP risk criteria for selection except JCP R5.4
History of child abuse and JCP R4.10 Behavior endangers.

" Youth Villages operates the Intercept program, a national evidence-based, intensive in-home service that looks to strengthen and restore
families, and help children safely remain in their homes or reunify with their families.
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Quantifying the Target Population

To determine size of any annual cohort, the Working Groups evaluated historical population
groups for both Counties that would have met the eligibility requirements presented above in
Exhibit 6 and Exhibit 7 starting in 2010. Given state and national declining trends in criminal
activity, and accounting for any juvenile justice policy changes, the Steering Committee
recommended that the most suitable time frame to estimate potential annual size of the target
population would be from 2013-2015.

Among the Marion population and on the risk criteria in Exhibit 6, it is expected that in the future
there would be approximately 115 youth eligible per year for program enrollment. For context,
county-wide 338 total youth were placed on probation in 2015 (regardless of risk criteria profile).

Of the 115 individuals, the majority would be Latino/Hispanic (~45% of total eligible youth) and
White (~45%). Approximately 25 youth, representing half of the total Latino/Hispanic eligible
youth, would require specific bi-lingual and bi-cultural specialists in any intervention.

EXHIBIT 8: Overview of Marion Youth Eligible for the Intervention

Eligible Probation Youth
200 189 Youth by English not 1st Language

p— 50%
190 150 T 7% 38%
150 e 138 22%

| 114 113

2010 2011 2012 2013 2014 2015 2010 201 2012 213 AWM 20

= Hispanic ®White ®African American ®=Asian = Native American = Spanish Other Language Spanish as % of Latino

Source: Marion County

Among the Multhomah population and on the risk criteria in Exhibit 7, it is expected that in the
future there would be approximately 135 youth eligible per year for program enroliment. For
context, county-wide 200 total youth were placed on probation in 2015 (regardless of risk criteria
profile).

From a demographic perspective, of the 200 youth, 37% are Multicultural/Other, 36% African
American, and 19% Asian. Roughly 15 youth and families per year would require specific bi-
lingual/bi-cultural specialists in any intervention.
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EXHIBIT 9: Overview of Multhomah Youth Eligible for the Intervention

Eligible Probations Youth Youths by English not 1st Language
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Source: Multnomah County

A historical analysis of Marion’s target population’s pathway through the juvenile justice system
highlights the different commitments for youth within a two-year time frame of being placed on
probation.

EXHIBIT 10: Marion Eligible Youth by Juvenile Justice Commitment

Probation disposition began: 2013 2014 2015 '13-'14 Avg
Probation Eligible Youth 114 113 138 114

Unigue Youths

Detention 104 106 102 105
County Residential 46 47 26 47
OYA Residential 22 18 7 20
OYA YCF 12 11 3 12
% Placed

Detention 91% 94% 74% 93%
County Residential 40% 42% 19% 41%
OYA Residential 19% 16% 5% 18%
OYA YCF 11% 10% 2% 10%

Commitments

Detention 195 168 100 182
County Residential 51 48 21 50
OYA Residential 30 24 7 27
OYA YCF 16 22 15 19
Days / Youths

Detention 21 22 20 21
County Residential 80 71 72 75
OYA Residential 208 151 111 180
OYA YCF 316 192 140 254

Source: Marion County

As demonstrated above, the majority of Marion youths are committed to Detention or County
Residential. For youths that escalate to OYA, 18% and 10% are committed for OYA Residential
and YCF, respectively. Note that the analysis does not account for youths with multiple types of
placements, so consider an aggregate Marion OYA escalation rate of 30%.

No estimate was provided for Multhomah youth that are placed in County Detention or County
Residential. Multnomah, unlike Marion, has various alternative programs in place to potentially
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divert youth that might end up in County Detention. Any intervention Multhomah would examine
as part of the project would exclusively look to target youth at risk of escalating to OYA
Residential and OYA YCF. For Multnomah’s target population, it is estimated that 10% would
annually escalate to OYA Residential and YCF. Individuals that escalate to OYA placements are
likely the highest-need youth and account for the largest financial burden for the state due to
mandated supervision over extended lengths of stay (see Section: Economic & End Payer
Assessment ).

Marion prioritizes diversion from OYA placements as well. However, outside of treating these
high-need youths through home removals and placement in state facilities, Marion County has
limited number of County Residential placements options (only 30 slots available) and no
alternatives that are therapeutic in nature for youths adequately suited for such services.

Due to its limited resources for alternative programs, Marion is also interested in the ability of a
project to reduce use of county detention and residential placements. Such an approach would
also suitably work within the data limitations of the project. As discussed in Section: Data Source
& Access Assessment, the risk identification processes currently prevent the Counties from
reliably distinguishing at intake youth that will end up in County Placements vs. OYA.

If a project were to exclusively focus on youth escalating to OYA, there is a meaningful difference
in placement outcomes. On average approximately 30% of Marion’s annual target population
escalated to state level placements via OYA Residential and YCF. However, for Multnomah, the
corresponding figure is estimated to be approximately 10% of the target population of the target
population in OYA Residential or YCF. The headcount discrepancy is in large part driven by the
different risk criteria for selection by each county. From a project design perspective, Marion’s
target population is sizeable for project consideration while Multnomah’s low headcount
fundamentally limits the diversion impact potential for the project.

With the different risk criteria for youth selection and varied placement outcomes for each county,
a joint-county project would be difficult to achieve at this stage. Unless Multnomah refines its risk
criteria for selection (to increase headcount) or considers referring youth that would go to county
placement to the project, Marion is best suited to proceed in constructing a project. Ultimately,
both counties also agreed that the subsequent sections of the feasibility study would be primarily
tailored for Marion’s target population but nevertheless broadly applicable to Multnomah.

Recommended Next Steps:

1) Evaluate benefit OYA’s predictive data analysis resources into risk selection for
target population for both Counties
Both Counties’ analysis for the feasibility study might benefit from use of the Escalation to
OYA tool. As highlighted in Section: Data Source & Access Assessment, it is
recommended that the Counties explore expanding their collaboration with OYA to test the
value of incorporating the Escalation to OYA predictive score into the youth selection
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2)

3)

process. OYA would also need to work with the counties to address any concerns with
their predictive analytic tools.

Incorporating predictive analytics could enable Marion to prioritize intervention enroliment
for youth that have the highest targeted needs and are costliest to serve by the state. To
the extent Multnomah would strive to partner in a project and only enroll youth that would
escalate to OYA Residential and YCF, enhanced targeting of probation youth at intake
would reduce the need to enroll and pay for all eligible youth, and instead focus on those
likeliest to escalate to OYA Residential and OYA YCF.

Conduct multi-year forecast of the target population referred to an intervention

The first hurdle a launched project typically faces is ensuring a service provider (and
funders, if any) that there are a sufficient number of youth eligible for services in the
project. A forecast would not only address this, but also serve as the basis for project
economics and prove the project to be suitable for the chosen evaluation method.

A formal forecast of the target population was not conducted as part of this feasibility
study. Project leaders should consult with internal forecasts devised by county juvenile
departments or the state. Using existing partnerships between County Juvenile Directors
and OYA to conduct forecasting provides an opportunity to evaluate the demand for close
custody and community placement services from OYA.

While standard forecast exercises conducted by Counties or OYA apply to all youth, future
collaboration would entail (i) detailing the demographic and risk profile of the target
population, (ii) outlining the appropriate time frame for forecast, (iii) defining the forecast
metrics (# of youth, criminal referrals, crime type, etc), and (iv) identifying the impact of the
forecast along key junctures of the juvenile justice system (e.g. intake, adjudication, and
level of placement).

Modification of Multnomah'’s risk criteria for target population selection is required
for a PFS project, regardless of project structure (stand-alone or in partnership with
Marion)

If Multhomah wants to target only youth that escalate to OYA Residential or OYA YCF,
new JCP risk factors (or other criteria) are required to better identify such individuals and
increase the cohort size.

With Multnomah’s selection criteria and focus on OYA diversion, the project design is
currently not financially viable.

e For a Multnomah program to be conceived, the project would need to pay for an
intervention of all 135 Multnomah eligible youth (regardless of county or OYA
placement) in order to reach the 15 youth that would escalate to OYA Residential
and OYA YCF. The cost of serving all eligible youth is only compensated with
“‘benefits” tied to successfully diverting the small number of OYA placed youth. A
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detailed breakdown of how project economics are diluted with insufficient targeting
is presented in Section: Economic & End Payer Assessment.*

e The current target population’s definition yields less than 15 combined youth in
OYA Residential and OYA YCF per year. The Multnomah headcount for impact is
insufficient (i) for Multhomah to justify launching a new alternative program and (ii)
to maintain fidelity to rigorous evaluation standards.

'* Since Marion County is willing to enroll all youth that would be committed in any of the County and OYA placements, Marion’s cost / benefit is
not diluted as much as Multnomah’s.

36



Intervention Assessment: Not Yet Demonstrated

Not Yet

Demonstrated Possible Promising Strong

Are there interventions that can positively impact the population we want to serve?
What is the scaling opportunity? Do they track outcomes that are a priority for
potential end-payers? What is the recommended evaluation method?

Work Stream Goals:
= Determination of intervention scale
= Service provider readiness for a performance-based contract
= Development of a procurement strategy
= Guidelines for evaluation design

Summary of Findings:
= Scalability of the project is promising. Given historical voluntary family consent rates, the total
headcount estimate for enrollment could be 75 and 90 per year for Marion and Multnomah,
respectively.

= When considering which community organizations would best qualify as project partners for an
outcomes-based contract tied to a rigorous evaluation, the following must be prioritized:
o Data-driven intake process to validate risk criteria for selection
o Documented evidence-base to validate impact
o Focus on outcomes impacting government budgets
o Ability to scale and address needs of target population

= Request for Information (RFI) document has been created so that at the Counties’ choosing, a
vetting process can be initiated to understand Oregon’s landscape of service providers and
their capabilities to meet project goals. See Appendix F for the RFI document tailored for
Marion.

= In the absence of a specific service provider and designated end payer, a specific evaluation
plan was not developed. See Appendix G for a description of the roles and essential work
streams to be undertaken by an evaluator for the project.

Recommended Next Steps:
¢ Initiate Service Provider RFI process in order to understand the provider community’s capacity
to meet project outcome benchmarks

¢ Incorporate evaluation components into project design
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The Counties’ historical analysis of probation youth and the JJIS database set the stage for
issuing an RFI. Youth Villages was invited to join the feasibility discussion in order to provide a
valuable service provider perspective.'® This helped the counties assess the characteristics of a
proven in-home service.

The Intervention Assessment work stream was focused on evaluating the following:

Determination of intervention scale: Based on conclusions from Section: Target
Population Assessment, the Working Groups identified the intervention referral process
and potential scale of the project.

Service provider readiness for a performance-based contract: Specific requirements
for an intervention were explored, including suitability of provider data capacity, ability to
measure outcomes, staffing and other resource needs, and timeline for execution.
Development of a procurement strategy: Identifying the factors that would be most
important to evaluate when selecting a service provider.

Guidelines for evaluation design: In concert with analyzing service provider capacity
and its intervention model, develop recommendation for a plan to evaluate impact
including selection of an evaluator.

|. DETERMINATION OF INTERVENTION SCALE

The scalability of the project is promising due to (i) use of the JCP risk assessment to anchor the
youth selection process and (ii) informed decision-making that can occur at the intake stage of
the juvenile justice system.

Data-Driven Process: As discussed in Section: Data Source & Access Assessment, the
JCP risk scores used for the project's youth selection process are a mandatory
requirement for all individuals adjudicated delinquent and put on probation. The data set
is comprehensive and consistently applied to all youth on probation. By not solely relying
on staff discretion for program referral, the JCP scores enable timely referrals to be made,
a data-informed justification for a referral, and consistency in youth risk profile.

Defined Referral Pathway: There is one defined juncture at which a youth would be
referred to an intervention (as presented in Exhibit 3): once adjudicated as delinquent and
ordered on probation. Juvenile staff assigned to a case would be informed by the JCP risk
scores (and any other assessment) and be able to make the intervention recommendation
before the youth has the opportunity to escalate to an out-of-home placement. The
program would be voluntary with the youth remaining under the jurisdiction of a probation
officer for completion of the conditions of their court ordered probation.

Voluntary Consent & Enrollment: Although there are more than 100 youth in Marion
County that would be considered eligible for the program on an annual basis (and more in
Multnomah), 100% admission would not be considered suitable or would volunteer for

'® Youth Villages operates the Intercept program, a national evidence-based, intensive in-home service that looks to strengthen and restore
families, and help children safely remain in their homes or reunify with their families.
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admission into an intervention. Based on the risk criteria in Exhibit 6 in Section: Target
Population Assessment, juvenile probation officers*’ would make recommended referrals
without a court mandate, which make participation voluntary for youth and their families.

Multnomah’s existing contract with Youth Villages’ Intercept Program to treat high risk
youth functioned as a good proxy to determine enroliment yield of the eligible population.
Based on the Working Group’s analysis, approximately 25% of Multnomah’s referred
youth decided not to accept the referral to Intercept. Moreover, it is estimated that roughly
7% of referred youth that accepted the referral did not meet the program requirements as
determined by Intercept’s Pre-Placement Assessments. When accounting for youth and
family consent, and a provider's own enrollment criteria, the consolidated enrollment yield
is estimated to be 68%.

By applying Multnomah’s current consent and enrollment rate with Youth Villages to
eligible youth in the feasibility assessment, the annual total headcount estimate for
enrollment (assuming round figures) could be 75 and 90 for Marion and Multnomabh,
respectively.

As noted in the Section: Target Population Assessment a formal forecast of the target
population was not conducted in the scope of the feasibility assessment but would be
required before constructing a project. Lastly, once a service provider is selected,
voluntary consent and admission yields need to assessed and forecasted.

II. SERVICE PROVIDER READINESS FOR A PERFORMANCE-BASED CONTRACT

While sound data, a defined referral pathway, and voluntary enroliment are determining factors in
the number of youth that could receive alternate treatment to placement, there are many
variables that determine how a provider can successfully deliver services.

Governments seeking to enact performance-based contracts strive to partner with service
providers with experience implementing an evidence-based intervention, capacity to execute the
intervention on a larger scale, and ability to collect and report data for evaluation. This is
important for two reasons. First, when governments truly contract for outcomes, those
agreements generally include a requirement for impact to be rigorously evaluated (in the case of
PFS this helps determine “success payments.”) Second, once evaluation allows governments to
demonstrate the effect of a program, such results add to the evidence-base to inform future
programs, policy priorities, and/or academic research.

When governments consider which community organizations would best qualify as an applicant
to an outcomes-based contract tied to a rigorous evaluation, staff should focus on the following
service provider capacities:

Data-driven intake process to validate risk criteria for selection: The Counties have
illustrated the specific risk criteria in Section: Target Population Assessment for referring
the eligible population to a proposed intervention. An intervention program would need to

7 Known as Juvenile Court Counselors in Multnomah County
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demonstrate their intake criteria for enrollment directly overlaps with the government’s risk
criteria for referral. At a minimum, the organization must demonstrate why the needs of
youth previously served are fully or partially aligned with those that will be referred by
government.

The Intercept Program, for example, currently does not have data sharing agreements in
place with government to validate that each of its enrolled youth has specific JCP risk
factors. However, the organization conducts various intake assessments and knows that
over 40% of its youth from 2006-2010 have demonstrated suicidal ideation, which is
comparable to JPC 4.10 (“Behavior hurts or endangers youth”). Similarly, almost 40% of
Intercept youth have a history of child abuse, which is comparable to JCP 5.4 (“History of
reported child abuse”).

During the organization vetting process, the onus lies on the project managers and
evaluators to validate that at a minimum, (i) the majority (if not all) of the risk factors for
referral determined by government overlap with a service provider’'s intake criteria for
enrollment and (ii) the majority (if not all) of an intervention’s past participants demonstrate
the specific risk criteria. Demonstrated consistency of risk criteria across various cohorts
served and a decision-making flow chart of the treatment cycle should be required from
providers in order to gauge scalability of a program.

Documented evidence-base to validate impact: One of the largest challenges in the
service provider community is demonstrating what would have happened to the population
served in the absence of the delivered intervention. Service providers typically rely on
self-reported survey tools (instead of evaluations conducted by third parties) and/or
monitor internal program metrics with limited to no validation from an unbiased dataset
(e.g. government information). Self-evaluations and unproven internal metrics are two
common “evaluation practices” that require substantial diligence if governments want to
implement performance-based contracts with evaluations.

The Counties and end payer should work to partner with a service provider with a
documented track record of providing successful outcomes (not outputs). Outputs are
descriptive statistics that typically highlight what an organization does (e.g. number of
people served, successful discharge, types of service provided within a timeframe, etc.).
Conversely, outcomes demonstrate the differences achieved by a program, and are
typically metrics that can be compared to what would have happened in the absence of
the intervention (e.g. decrease in new criminal referrals, reduction of drug rehabilitation
services, or lower length of stay in detention facilities). The change compared to what
would have happened anyway (i.e. status quo) would be termed “impact.”

Should the project elect to proceed with a service provider without a demonstrated track
record of outcome delivery validated by a formal evaluation, it is highly recommended to
allow for the service provider to develop the capacity to collect and report data for
evaluation. Partnering with philanthropic partners and other community based funders
could allow projects to build in a trial period or perform a small scale pilot with an
evaluation before transitioning to full project execution.
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Focusing on outcomes impacting government budgets: Identifying outcomes is important,
but what determines the viability of a project is understanding the impact such outcomes
have on government resources. The Counties and end payer must distinguish between a
service provider's leading indicators and outcomes that impact budgets, and build a
project around the latter. Doing so enables a project end payer to clearly gauge how it
would directly benefit from a successful intervention.

A leading indicator or intermediary outcome is defined as an important metric that
validates successful service delivery, or demonstrates changes in behavior or usage of
services that may not directly impact government expenses (e.g. program completion,
interactions with the law, or enhanced involvement in pro-social activities). In this instance,
outcomes impacting government budgets that could directly be identified with a successful
result would include (i) reduced number of placements or criminal referrals for a juvenile
justice end payer or (ii) improved average daily membership (attendance) for an education
end payer. Service providers that can identify and validate outcomes impacting budgets
are well suited for a performance-based contract and help build the case for an end payer
to commit funding.

Assessing Intercept’s outcome reporting is a particularly helpful exercise for the feasibility
assessment since the organization has an active partnership agreement with Multhnomah
to serve youth at risk of escalating to OYA. When assessing the outcomes evaluated by
Intercept, there is a lot of alignment with the Counties’ priorities. However, not all
outcomes can be tied to directly impacting the government budget of a potential end

payer.
Exhibit 11: Outcomes evaluated by the Intercept Program

Intercept Program Outcome Commentary

a. Successful discharge Leading Indicator: Unclear impact to government budget
(e.g. Youth & family safety)

b. Living stability within 12 months Unclear: Depends on who would be the end payer (DHS, OYA,
(e.g. family reunification or independent living) | or Coordinated Care Organization). Likely a longer term
indicator of successful diversion of out of home placement

c. No trouble with the law Leading Indicator: # of criminal referrals or probation
violations are better outcomes that demonstrate budget impact

d. Reduced use of drugs and alcohol Leading Indicator: Decreased use of drug and alcohol abuse
treatment is a better outcome that demonstrates budget impact.

e. Reduction in out of home placement (e.g. Strong Outcome: Direct budget impact to county juvenile
residential treatment, detention/correctional justice, OYA, and/or state-level budget
facility, & foster care)

f. Placement for appropriate mental health Leading Indicator: Likely to increase cost to government but
service important in meeting population needs

g. Enhanced involvement in pro-social Leading Indicator: Difficult to quantify into a budget impact
activities and/or with pro-social associates without making broad lifespan assumptions
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h. School status (e.g. GED completion or Leading Indicator: Difficult to quantify into a budget impact
graduation) without making very long term (lifespan) assumptions

i. Academic progress Leading Indicator: Difficult to quantify into a budget impact,
unless strongly correlated with improved school attendance

j- Improved school attendance Strong Outcome: Direct budget impact to a school district (via
Average Daily Membership metric)

With the exception to outcomes (c), (e), and (j), the other outcomes are not directly
traceable to affecting a budget line item of a potential end payer for the intervention. From
a project design perspective, a program can be anchored by outcomes tied to government
budgets like (c), (e), and (j), and also be supplemented by other outcomes that may be
long term in nature (e.g. (b) living stability), valued by society but difficult to quantify (e.g.
(g) enhanced involvement in pro social activities), or operational in nature (e.g. (a)
successful discharge). Negotiating the type of outcomes to be evaluated and/or paid for in
a project is a critical discussion when engaging an end payer

Section: Economic & End Payer Assessment delves into how the specific outcomes for
this project impact the budgets of Marion, Multnomah, the Oregon Youth Authority, and
other state-level entities.

Ability to scale and address needs of target population: The ability for a provider to scale
up (or down) to account for ongoing intervention delivery (or course correction) is very
beneficial. Since performance-based contracts are contingent on successful outcome
delivery, funding for a service provider is not fully guaranteed in the traditional sense.
Therefore, the ability to flexibly manage budgets, staffing, recruitment, and retention is
important.

For example, the Intercept Program has instituted a service delivery model based on the
utilization of a specialist. Up to four cases are assigned per family intervention specialist,
with the specialist utilization rate historically averaging 90%. Since Intercept lasts 4-6
months on average, one specialist can account for two youth cohorts on an annual basis.
With sufficient lead time, new specialists can be assigned to cover a geographic region.

For an organization that may not be operational in the geographic area of preference,
prompt and sustainable ramp up processes are essential. Intercept, for example, requires
approximately two months lead time after contract signing with government to
hire/(re)assign and train case specialists, and allocate leadership staff. An additional
month is needed to develop the internal capacity to serve the first eight youth. All in all, a
service provider expanding to a new area would require 2-3 months (or more) since
contract signing before a youth can be served. For Youth Villages, an additional eight
youth can be referred every month thereafter. The total cost for Youth Villages to start
operations in a new area can be approximately $350,000, inclusive of relocation
assistance, hiring incentives and bonuses, open houses, new office space, depreciated
computer equipment, and office furnishings.
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[Il. DEVELOPMENT OF A PROCUREMENT STRATEGY

The first step in developing a procurement strategy would be to issue a Request for Information
(RFI) for the project. This is the best path to understanding what service providers are capable of
delivering. The process will allow project partners to explicitly outline mandatory requirements
(programmatic or administrative) for service providers, in addition to assessing how the
organization will meet the needs of the target population and the outcome delivery for which an
end payer would be willing to pay for. Initial engagement with organizations will also help
providers understand what is required to succeed in an outcomes-based contract. Lastly, it allows
project partners to evaluate an organization or the intervention model’s ability to meet the goals,
standards, and evaluation needs of a performance-based agreement.

Issuance of an RFI is only the first stage of the procurement process. Following this information
gathering phase, government will typically issue a Request for Proposal (“RFP”) to initiate vendor
selection. The Intervention Assessment work stream did not reach this stage of analysis for the
feasibility assessment. However, Section: Legal & Regulatory Assessment does identify key
elements of a performance based contract that would assist in its development.

With guidance from the Steering Committee, the Counties developed programmatic conditions
that complement the general service provider principles outlined above in Section Il (“Service
provider readiness for a performance-based contract”). Those requirements include (partial list):

e Intensive services delivered in an in-home setting throughout the designated county
e Bilingual/bicultural competency in service delivery
e Willingness to participate in rigorous impact evaluation (e.g. propensity score matching)

A full copy of the RFI document, which was explicitly designed for Marion County, can be found
in Appendix F.

As the Counties assess the best path for procuring a potential service provider, there are two
project-specific factors to consider for the RFI process: (i) bilingual/bicultural competencies and
(i) cost of service delivery

Bilingual/bicultural competency in service delivery

As demonstrated in Section: Target Population Assessment, Marion County has a
disproportionate number of Latino/a youth in the target population. Of the 115 eligible
individuals per year, almost half are Hispanic. Of those youth, approximately 25 people (or
half of the total Latino/a adolescents) would require specific bilingual/bicultural specialists in
any intervention. Assuming the 68% consent and enrollment rate holds for Hispanic youth, 15-
20 families might require bilingual/bicultural support annually.

While it is unclear how many organizations in the state have the bilingual/bicultural presence
to serve that many families in Marion County during year one, the selection process must be
mindful of any recruiting and retention factors for specialized staff, and any associated costs
to meet this demographic requirement.
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Cost of service delivery

While the Counties did not highlight a preferred range or maximum cost of service delivery to
enroll a youth, it is a critically important factor (especially in the cost/benefit analysis).

Based on the risk profile of the target population, the chart below presents potential
intervention models suitable for the project to consider. It is based on an estimated annual
cost of service conducted by the Washington State Institute for Public Policy for the
Washington State legislature. A broad spectrum of costs are listed ranging from $1,500 to
more than $10,000 per youth, depending on service type.®

EXHIBIT 12: Costs Range for Potential Invention Suitable for Target Population

Intervention Type Annualized
Cost per Participant

Family Integrated Transitions (youth in state institutions) $11,809
Multidimensional Treatment Foster Care $8,282
Multisystemic Therapy for substance abusing juvenile offenders $7,739
Multisystemic Therapy $7,731

Functional Family Therapy (youth in state institutions) $3,427

Functional Family Therapy (youth on probation) $3,427

Source: Washington State Institute for Public Policy. Review of evidence-based policies for the Washington State legislature (accessed July
2016)

There are a number of limitations with this table, but it is helpful in ascertaining which
interventions could be considered and the range of costs. The following are critically important
factors for any program selected as a result of the feasibility assessment:

1. Interventions available in Marion, Multnomabh, or any Oregon county

2. Data capacity of the organization

3. Matching of the enrollment criteria of an intervention to the risk criteria of the project’s
target population

4. Identifying of specific intervention outcomes directly impacting an end payer’s budget
with successful service delivery

5. Cost for service delivery related to the program effectiveness (“success rate of
attaining outcomes that directly impact government budgets”)

6. Variance in cost of service delivery by geography, human resource need, and other
environmental constraints (travel, communications, etc)

While the WSIPP report broadly defines program costs, any intervention the project would
consider for selection must perform due diligence to forecast the following cost items:

e Salaries, wages, and benefits

¥ WSIPP accessed July 2016 http://www.wsipp.wa.gov/BenefitCost/Pdf/1/WSIPP_BenefitCost_Juvenile-Justice For technical details, see
http://www.wsipp.wa.gov/TechnicalDocumentation/WsippBenefitCostTechnicalDocumentation.pdf
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e Operations & Maintenance, including travel, communications, rent, and supplies
e Corporate Overhead
e Ramp up costs (if required)

Whether it is determining which service providers can meet specific project requirements or
understanding the potential cost of service, conducting an RFI process will enable the project
to assess the suitability of partnership with an Oregon service provider. These components,
however, underscore the importance of government the needs of its target population and the
outcomes it strives to address before starting the RFI process.

V. GUIDELINES FOR EVALUATION DESIGN:

An evaluation plan was not developed for the project due to the absence of a specific service
provider or intervention model. The Counties intend to determine objectives and partners
associated with any evaluation at a later date. As for the expertise required for conducting an
evaluation, the Counties and their project partners felt well positioned to select an evaluator
through a competitive process, sole procurement, or via internal government units.

Evaluation Work Flow

Based on guidance from the Steering Committee, there are a number of local experts in the state
that have prior experience evaluating juvenile justice programs, have a working relationship with
project partners, or are experienced practitioners in the academic or service provider sectors.

Potential evaluation partners include:

e Portland State University

e University of Oregon

e Oregon Social Learning Center
e NPC Research (Portland)

The Working Groups have summarized expected roles and processes to be undertaken by an
evaluator for this project. See Appendix G for a description of the roles and essential work
streams.

Depending on how a project is administered, staff within the Counties’ juvenile department and
the Oregon Youth Authority’s research and evaluation unit should be consulted either for
guidance or direct involvement in project evaluation.

Data Quality

The statewide use of JCP scores allows for a direct data link between risk profile and outcomes.
This ensures a basic foundation for any evaluation methodology employed to determine program
effectiveness.
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In fact, the data quality of JJIS and the JCP was sufficient enough for OYA to recently complete
an evaluation report in the spring of 2016 on Youth Village’s program with Multhomah County
without the need for a physical control group.*® By using various actuarial formulas based on
JCP and Escalation Scores, OYA developed a status quo case (no treatment) to highlight
baseline outcomes. Those outcomes then served as a reference point for comparison with the
outcomes of the treatment group.

Preliminary Views on Evaluation Designs

Once a service provider or intervention model is selected, there are a number of evaluation
methodologies that can be chosen. Each has different characteristics and requirements, and the
design selection is influenced by a number of factors related to the goals of the evaluation, quality
of data and resources available. Below are three key evaluation options to consider, with several
different designs available.

e Non-Experimental (measurement of participant outcomes before/after program; no
comparison group)

e Quasi-Experimental (measurement of participant outcomes with a “control” for bias)

e Experimental (includes randomization of participants to “treatment” or “control” groups)

Conceptual Evaluations Designs

Non-Experimental Quasi-Experimental Experimental
. Measure outcomes before * Measure outcomes for * Randomize participants to
S and after program for participants treatment or control;
2 participants * “Control” for bias measure outcomes for both
E,,j * No comparison group » Comparison group groups .
Q » Explicit comparison group
@  + Pre-post baseline * Propensity score matching « Randomized control trials
é * Interrupted time series * Regression discontinuity
- measurements design
% + Difference-in-differences
]
Q

-9 @
 dand Y O%Q

9 Oregon Youth Authority. Research and Evaluation. Evaluation of rates of escalation to OYA among Multnomah County youth enrolled in the
Youth Villages Intercept Program. March 2016 Table 7

intervention Group
Visual
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Examination of these evaluation designs would be required by the project evaluator to assess the
feasibility of validating results for a performance-based contract. There are, a number of factors
(e.g. data access, ethical design, resources) that need to be considered when designing a future
evaluation for a performance-based contract, all of which are contingent on (i) the data
capabilities of a service provider, (ii) the outcome thresholds an end payer is willing and able to
pay for, and if applicable, (iii) a third party funder’s risk tolerance.

The Steering Committee has ruled out conducting a randomized control trial (“RCT”) as an
evaluation methodology for the project. A RCT is a study in which people are allocated at random
to receive the intervention treatment. One group, the “treatment group,” will be formally enrolled
and accepted into the intervention (and subsequently notified). The other group, the “control
group,” will not receive the intervention treatment, and will instead have access to other regular
social services and support. For this project the control group would be comprised of youth that
continue living their lives “as is” with the risk of further penetrating the juvenile justice system
without enrolling in Youth Villages. The Steering Committee was not comfortable with knowingly
denying a probation youth access to treatment that would potentially lead to poor outcomes.

The table below includes potential alternative evaluation options to an RCT that withstand
comparable statistical rigor to validate impact

EXHIBIT 13: Evaluation Methods for Assessing Impact

Randomized
Rate Card Historical Baseline Propensity Score Match Control
Trial (RCT)
Non Experimental Non Experimental Quasi Experimental Qgeﬁme@!
/
Qutcomes trigger Intervention cohort is Matches risk criteria of F'arti-:i[;J:famls\w‘du::mlg,-l
payments as evidence in compared to its own prior each individual in the assigned ipto | Qwemiun
intervention participants is outcomes or prior intervention to those or contrgl group \
presented outcomes of similar outside the project with /
cohorts the same risk profile / N
/ N .

Recommended Next Steps:

1) Initiate Service Provider Request for Information (RFI) process
Conducting a non-binding RFI process to demonstrate there are viable service providers
operating in the community that can potentially meet the outcome expectations of the
project. Once identified, the project end payer can work closely with the county, OYA, and
other project partners to ultimately select a preferred service provider and better assess
the project’s cost / benefit proposition. This process, despite the fact that an end payer has
not yet been secured, would help propel the project forward.
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A full copy of the RFI document prepared for Marion County can be found in Appendix F.

Conducting an RFI in the short-to medium-term will enable project partners to:
a) Determine of the number of organizations interested in participating in the project,
b) Identify organizations most ready to participate in that span, and
c) ldentify capacity gaps of an organization, and help them successfully participate if

the project is scaled

Depending on the quality of responses, the project may or may not consider referring
potential providers to targeted training and/or technical assistance programs to increase
their capacity and competency. Alternatively, additional education can be provided to
applicants so that they obtain a better understanding of the contracting requirements of a
performance-based contract.

Incorporate evaluation components into project design

Though a specific intervention has not yet been selected, a work stream can be focused
on preparing the project for evaluation. Such efforts could include:

Evaluation Methodology: Identifying all possible evaluation methods (including
those in Exhibit 13) that would be most appropriate for the project. That could also
include a review of other evaluations conducted in criminal justice or juvenile justice
and the implications of applying them to this project.

Data Quality: Assessing the statistical quality of raw data sourced from JJIS
(namely risk criteria and outcomes information). This would entail reviewing the risk
scores and outcomes of the target population defined in Section: Target Population
Assessment.

Evaluating risk criteria for selection would be particularly important. For Marion, the
fact that only some of the risk criteria (8 of 15 factors in Exhibit 6) are required for
referring a youth could compromise the evaluation of successful diversion.
Evaluators must opine on how youth with 8 of 15 risk factors differ from those with
10 of 15 (or youth that have a different set of 8 risk criteria).

Project Design: Recommendation of data categories, proxies, and collection
frequency to be incorporated in the design of the intervention. For example,
evaluators should examine whether or not it is suitable to have a two-year time
frame to assess new criminal referrals. The same would apply with success metrics
(e.g. evaluators should comment on whether it is a realistic benchmark to have no
placement and no new criminal referrals among probation youth with the risk profile
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defined by the project). Lastly, a determination could be made if the project would
be constrained by a minimum number of youth referred from the target population.
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Economic & End Payer Assessment: Promising

Not Yet

Demonstrated Possible Promising Strong

What is the economic case for the PFS project? Are there end payers committed
to paying for success achieved?

Work Stream Goals:

End payer identification and assessment
Conduct cost / benefit analysis

Summary of Findings:

Primary outcome of interest to potential end payers of a performance-based contract is a
reduction in out-of-home placements

A potential list of priced outcomes includes a reduction of:
o Escalations to OYA commitment (Residential Treatment and Youth Correctional
Facilities)
o Use of County Detention and County Residential (Marion only)
o Number of criminal referrals (metric for criminal activity)
o Victimization costs (metric for social impact of juvenile offending)

The costliest placements are at the state level. OYA is an essential partner in finding a source
of state level end payments to capture the benefits of reduced escalation to state-level
placements.

The cost/benefit analysis demonstrates the interaction between assumptions about the status
quo outcomes of the target population, an intervention’s cost, and the intervention’s
effectiveness. The analysis provides a framework for selecting an intervention that can
reasonably be expected to succeed.

County-level measures for the feasibility study do not predict the risk of escalation from
probation to a residential placement by placement type (e.g. detention, residential, and OYA).
This means some youth would receive intervention who are not at risk for the highest cost
outcomes valued by potential end payers, which currently dilutes the cost/benefit analysis

Recommended Next Steps:

Secure commitment of state level end payer

Determine feasibility of cost-effectiveness requirements for available service providers
Set expectations for risk sharing between end payer and provider

Solidify willingness to pay for outcomes without a direct budgetary impact

Explore incorporating OYA Escalation data to improve evaluation and enrollment targeting
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The development of any PFS project is predicated on (i) the identification of a government entity
willing to pay for the delivery of project outcomes and (ii) viability of securing government funding
from such entity. Without an end payer that is able and willing to pay for outcomes engaged in a
project, it is very difficult for the initiative to materialize.

The Economic & End Payer Assessment work stream was focused on evaluating the following:
I.  End Payer identification and assessment: Develop strategies for securing an end payer
for improved outcomes for juvenile offenders.
II. Cost/Benefit analysis: Determine framework for establishing cost-effectiveness of
proposed interventions

. END PAYER ASSESSMENT:

From the outset, the Steering Committee established the key project outcome as reducing
escalation to state and county placements for the target population. The Working Groups
examined the financial impact of reduced escalation for each of the four placements (e.g.
detention, GAP, OYA Residential, and YCF) on government funding streams that would
otherwise pay for such placements.

Before delving into how each entity would be suited as end payers, it is important to note that
cost is defined as average cost (i.e. total spending that would not decline linearly with reduced
placement) and not as marginal cost (i.e. direct operational cost savings with fewer placements).

The three potential end payers considered for this project are the State of Oregon, Marion
County, and Multnomah County. The following analysis examines how a successful diversion
from placement would impact the respective budget of a particular end payer. This analysis
ensures that each prospective end payer would pay for a diversion outcome aligned with the
benefit to be gained with a successful intervention.

Simply put, state-level dollars primarily fund OYA Residential, YCF, and GAP, and would
therefore benefit the most from diverting commitments to those placements.

State-Level End Payer

One of the Counties’ primary aims is to reduce escalation to OYA Residential and YCF among
the target population (as defined in Exhibits 6 and 7 in Section: Target Population Assessment).
This goal addresses the highest need youth and those who are costliest to serve due to long
stays.

While the Counties process the intake of all youth that may escalate to OYA, the Counties are not
responsible for the direct costs of OYA commitments.
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Exhibit 14: Marion Target Population Direct Cost of Placement per Youth

(A) (B) (C) (FAxBxC)
Headcount Length of Stay Placement Cost per Day per Youth Total Placement Cost
Annual Qutcome Metric
Qutcome Youths over 2 years County State  Federal Total County State Federal Total
Placement Days
Detention 70 21 $ 352 - - $ 352 $ 517,440 - -1 $ 517,440
GAP 30 5 $ 103 § 160 $ 41 $ 304 $ 231,750 $ 360,000 $ 92250 |$ 684,000
OYA Residential 15 180 - % 15 § 81 § 196 - $ 310,500 $ 218,700 [ $ 529,200
YCF 8 254 - $ 290 - § 290 - $ 589,280 -1 $ 589,280
Total 75 $ 749190 §$1,250,780 § 310,950 | $2,319,920

Source: Marion County and Oregon Youth Authority
Note: Length of Stay is inclusive of all re-entries. Federal funds inclusive of Medicaid and other federal funds

e As shown in Exhibit 14, state-level funding accounts for approximately 60% and 100% of
the direct cost of placement in OYA Residential and YCF.?°

e As the tier of government which stands to be the main beneficiary of successful reductions
in these two OYA placements, the state would therefore be the logical source for project
end payments. As presented in the cost/benefit calculations, the conclusion remains the
same when accounting for cost of criminal referrals and social costs.

e Should the project also factor in GAP placements, the state would still stand as the
primary beneficiary of those successful diversions. Although Detention is a 100% county-
funded commitment, successful Detention diversion does not fully offset the state’s gain in
also successfully diverting GAP and OYA placements.

Should the project exclusively seek to serve youth at risk of escalating to OYA, those individuals
would be a minority of youth on probation. Statewide, regardless of risk criteria, 21% of youth on
probation before age 17 escalate.”* By using the additional targeted risk criteria associated with
eligibility for this project, approximately 30% of Marion’s target population in the feasibility study
escalated to OYA (the remainder ultimately utilize County Detention or County Residential
without OYA escalation).?? Unless the intervention could be targeted to exclusively focus on the
30% of Marion’s youth at risk,?® the cost of serving (paying enrollment for) all youth who meet the
current target population criteria but do not escalate weakens the cost effectiveness for the state
to pay for an intervention if the project is only focused on OYA benefits of diversion.

The preceding discussion assumes that the state or one of its departments (e.g. OYA) would be
willing to administer success payments for diverted placements. OYA staff participated in the
Working Group and Steering Committee meetings, but no firm commitment was made by the

? The chart above does not include the administrative costs of criminal referrals or cost to society. As demonstrated in the latter half of this
section in the cost/benefit calculations, such additional costs are minor relative to the direct cost of placement and minimally inform which end
payer's budget would benefit from successful placement diversion.

# Oregon Youth Authority. Research and Evaluation. Evaluation of rates of escalation to OYA among Multnomah County youth enrolled in the
Youth Villages Intercept Program. March 2016 p.4

2 Marion County and Multnomah County

2 A solution to this challenge is proposed in Section: Data Source & Access Assessment, Next Step #1 and Target Population Assessment, Next
Step #1
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conclusion of the feasibility assessment. Because of the high cost associated with OYA
placements, state-level contributions to success payments are crucial to any project. Enabling
legislation may be required to grant such funds, which could either directly flow to a county or be
administered by OYA (or another state agency).

Marion County

The Marion County representatives on the Steering Committee prioritized serving youth at risk of
escalation to OYA. The county also wanted to explore the option of providing an alternative
service for youth at risk of escalating to County placements (Detention and GAP).There are
benefits to looking at both options:

e As presented in Exhibit 14 above, any diversion from County Detention or GAP would
predominantly benefit the county since it accounts for 100% and 33% of the direct costs of
placement, respectively.

e As the government which stands to be the main beneficiary of reductions in Detention and
GAP, the county would be the logical end payer for those outcomes. The conclusion
remains the same when accounting for cost of criminal referrals and social costs.

e Marion currently has minimal justice alternatives that do not remove these youth from
home and is seeking to expand its options for keeping families intact.

e Although Marion would like to incorporate diversion to OYA Residential and YCF, the
county does not directly fund such placements and would have limited fiscal benefit from
successful diversion.

e As presented in Section: Target Population, the analyses below assume that 30% of
Marion’s target population would escalate to OYA placements.

e From a technical perspective, the current intervention referral criteria in Exhibit 6 in
Section: Target Population Assessment do not distinguish at intake youth at risk of county
placements from those at risk of escalating to OYA. So, similar to the key cost
effectiveness consideration mentioned above for the state, if the county serves all eligible
youth (regardless of county or OYA placement) but only benefits from diverting
placements the county funds, the cost effectiveness for Marion is materially weakened.

A Marion-only end payer scenario was evaluated (see Scenario A below). Under this scenario, all
youth in the target population would be served, but only reductions in placements that affect
direct Marion expenditures were considered (County Detention and GAP).

To be thorough and to present a comparable analysis to Scenario A, an alternate case was
contemplated with the same Marion target population and assumptions listed above, but with the
State of Oregon serving as end payer in conjunction with Marion County with how end payments
are funded is to be determined. (see Scenario B below). Under Scenario B, each end payer
would be responsible for outcomes that affects their respective budgets, so Detention and GAP
for the county with GAP, OYA Residential, and YCF for the state.
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Multnomah County

The Multnomah County representatives on the Steering Committee prioritized serving only youth
at risk of escalation to OYA for the project. Unlike Marion, Multhomah presently has a more
diverse set of alternative programs for youth at risk of county placements (including a contract
with Youth Villages as an in-home alternative). Other alternative programs, not including this
project, would be considered for youth likely to be placed in County Detention.

A breakdown of how youth placed in county detention are served was therefore not included by
Multnomabh in the feasibility study. Since the outcomes of interest for Multhomah County are OYA
and YCF diversion, and those primarily impact state budgets, Multhomah ultimately was not
considered in an independent end payer scenario.

A scenario for a hypothetical bi-county project with a state-level end payer was assessed (see
Scenario C below). This scenario is similar to Scenario B, except project headcount is increased
by Multhomah’s youth. For purposes of the analysis, Marion’'s 30% OYA escalation rate is
hypothetically applied to Multnomah’s total headcount. However, a Multhomah focus on
outcomes only impacting OYA placements dilutes the cost/benefit analysis. This is due to the fact
that in an effort to reach Multnomah youth at risk of OYA placements, youth that would not
escalate to OYA would need to served (and paid for in an intervention) without accounting for the
financial benefits of detention or county residential diversion.

ll. COST / BENEFIT ANALYSIS:

The Working Groups conducted a cost/benefit analysis to determine what the required
effectiveness of an intervention would need to be in order to justify an end payer's commitment to
contribute success payments under each of the three scenarios (A though C) described above.

e The first step determined the status quo costs of the negative outcomes prioritized by
potential end payers.

e One outcome was the (i) placement cost associated with Detention, GAP, OYA
Residential, and YCF commitments, which accounted for the majority of the value
opportunity.

e Other outcomes considered in the cost/benefit calculations were the (ii) cost of processing
criminal referrals and (iii) victimization costs (social costs), albeit at fairly conservative
estimates.

e Once status quo costs were determined for the three categories of outcomes, a
hypothetical success rate of diversion was implied to determine the potential costs to be
avoided with success.

e The calculated cost avoidance is ultimately compared to the total cost of service delivery.
Exhibit 15 helps illustrate the cost / benefit framework.
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EXHIBIT 15: Framework of Cost / Benefit Analysis

Criminal Referral Cost

Social Cost Other Project Cost [
(not included)

Potential Upside Total Cost of
(Total Cost Avoided) f % Intervention
of

Intervention

(1) Defined as evaluator costs, financing costs and all other project management costs

Calculating Cost Effectiveness Using Average Cost

It is important to note that while the Working Groups assessed the cost effectiveness of potential
interventions, this is not the same as cost savings. The difference comes down to the choice to
use average costs®* rather than marginal costs® to describe the benefits of reduced escalation to
juvenile placements. The marginal cost figure only captures direct operational savings, such as
reduced food and clothing expenditures associated with fewer placements. This could be thought
of as an immediate budgetary saving. The average cost figure reflects total spending, including a
portion of capital and other expenditures that do not decline linearly with reduced placements.

Using average costs for capital intensive operations like juvenile placements overstates the
immediate budget impact of reduced escalation. However, in the medium to long term it is a
better gauge of the costs associated with the status quo and a strong proxy to directly align
outcomes per public dollar spent. The Steering Committee gave explicit guidance to use average
cost because the aim of this project is to make the best use of current funds being spent to
achieve the best outcomes for the target population, and not necessarily underwrite a project
solely to produce costs savings. This approach is consistent with the project design of all 11 PFS
projects launched since 2012.

Time Horizon for Assessing Cost Effectiveness

The Steering Committee chose to measure outcomes for youth up to two years after being
placed on probation. The two-year window was chosen based on precedent set by existing
contracts in Multnomah County with service providers. A provider like Youth Villages, for
example, is experienced with tracking outcomes over this time frame, and would be the

2 Average Costs = Total Costs / Number Served
% Marginal Costs = The cost added by serving one additional person
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expectation for other organizations that work with probation youth. This is a conservative
estimate of the medium-term benefits of improved outcomes for the youth served and ensures
improvements are not temporary. From a budgeting perspective, a two-year time window also
allows project evaluation to be aligned with the biennial funding timeline in the state.

Because intervention benefits for this project are proposed to be measured over two years, not all
costs will be comparable to annual budget amounts. For example, the length of stay and number
of criminal referrals per youth are averaged over a two-year period. This methodology does not
mirror spending from an annual budget, because it accounts for some of the criminal referrals
that would occur in the following year. If this project was restricted to outcomes impacting a single
year’s budget it would be difficult if not impossible to justify investing in interventions with
medium-term benefits.

Another nuance to be aware of when conducting a cost/benefit analysis is the appropriate
timeframe in which to measure both costs and benefits. As this intervention is a formal diversion
from the four identified placements, the costs of intervening are borne immediately whereas the
benefits of improved outcomes may accrue for years if not a lifetime.?® This approach reflects a
conservative measurement of project potential, but can be reasonably negotiated with a potential
end payer when discussing what outcomes can be achieved over a specific time frame for every
public dollar invested in the project.

Other cost/benefit analyses, such as those from the Washington State Institute for Public Policy,
produce a much larger measure of impact by valuing improvements in a youth’s outcomes over
many years or even a lifetime.?” Although measuring outcomes over 40+ years captures a
broader spectrum of improvements and makes a case for more interventions, relying on benefits
that far in the future poses several challenges. To start, lifetime benefits make a case for “societal
benefits” that do not directly translate into “budget benefits” that would make the case for
government to act today. Second, validating any long time horizon drastically increases the costs
of evaluation. If the benefits are back-loaded this can make it difficult to determine if there is
justification for success payments from a specific end payer. Lastly, because this project focuses
on juvenile department spending, the long-term outcomes for all youth that could impact other
budgets (e.g. the adult criminal justice system) were not considered for the feasibility study. While
benefits might conceivably accrue to the adult system in future years, they were not used to
justify end payments by the juvenile system in the near term.

The following sections detail how the selected outcomes were valued, and the relative cost
effectiveness of each of the end payer scenarios.

Selected Outcomes

The Steering Committee determined that the primary outcome for a project is a reduction in out-
of-home OYA placements for the target population. A successful intervention, however, would

% Washington State Institute for Public Policy. Benefit-Cost Results. http://www.wsipp.wa.gov/BenefitCost
27 .
Ibid
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reduce the rates of escalation to County juvenile placements. The Working Groups investigated
the costs and usage associated with each placement to determine how to value a reduction in
placements and how much each end payer would benefit.

State Commitments County Placements
e OYA Residential e Detention
e OYAYCF e County Residential / GAP

The Steering Committee also requested that the cost of criminal referrals be included to reflect
the direct benefits to government of reduced juvenile offenses. The social costs associated with
juvenile offenses were also considered, with a focus on justice-related costs as opposed to
follow-on effects in education or other realms.

The following diagram illustrates the framework for calculating a value for each of these
outcomes. The following sections detail the sources and results of this analysis.

EXHIBIT 16: Cost / Benefit Illlustrative Framework

Outcome Methodology
4 N 4 N
Placement Length of Stay X Cost per Day
# of Days $ per Youth
\ J \ J
4 N 4 N
Criminal Arrest Cost + Adjudication
Referrals Costs
\ J \ J
4 N 4 N
Social Cost Tanglb.le.Costs to + Other Social
Victims Costs
\ J \ J

Cost of Placement

Placement — Length of Stay | |  Costper Day
# of Days $ per Youth

The Working Groups estimated the cost of one juvenile placement by multiplying the average
cost per day by the average length of stay. For OYA commitments (OYA Residential and YCF)
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prior state research had already established a cost per day value®® For the Marion County
placements (GAP and Detention), the Working Groups used total 2015 funding for each
placement and total actual bed days. The funding was broken out by source, such as County
General Fund, State General Fund, and Medicaid, wherever possible. A detailed breakdown of
county placements, by funding source, is included below.

EXHIBIT 17: Marion Target Population Daily Placement Cost per Youth

Funding Source

Detention $352 $352

A $103 $160 $41 $304
OYA Residential - $115 $81 $196
YCF = $290 = $290

Source: Marion County and Oregon Youth Authority

All length of stay estimates are based on actual bed days for Marion County youth who entered
probation between 2013 and 2015 and match the eligibility criteria. Although data was reviewed
since 2010, this date range was chosen based on Steering Committee guidance that older data
might not accurately reflect current needs of the target population and recent national trends in
juvenile criminal activity. Total days of placement per youth were tracked for two years from when
the youth entered probation.

EXHIBIT 18: Marion Cost of Placement Assumptions per Youth

Placement Average Length of Stay Average Cost per Benefit of a Diverted
Youth

0 A | B | __=AxB____

CF

OYA Residential 180 days
254 days $290 $73,660

Source: Marion County and Oregon Youth Authority

Cost of Criminal Referrals

Criminal - Arrest Cost + Adjudication
Referrals Costs

% Oregon Youth Authority. Research and Evaluation. Evaluation of rates of escalation to OYA among Multnomah County youth enrolled in the
Youth Villages Intercept Program. March 2016 Table 7
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The Working Groups calculated the direct costs of criminal referrals by looking at the cost of
arresting juvenile offenders and juvenile department staff time associated with processing youth
referrals. The cost of an arrest was based on the internal analysis of the Oregon Criminal Justice
Commission’s Cost Benefit Methodology (see Appendix 1).>° The Working Groups estimated the
administrative costs for a county to process a new criminal referral, which were based on Marion
County Juvenile Department estimates of the time needed for intake staff to process a new
referral alongside hourly salary including benefits (see Appendix J).

The Working Groups estimated how many criminal referrals could be expected by a youth in
each of the four placements based on historical 2013-2015 Marion County data. See Appendix L
for detailed breakdown.

EXHIBIT 19: Marion Cost of Criminal Referral per Youth

Arrest Juvenile Dept
Avg # of New Cost per Referral Processing  Cost of Criminal

Placement Criminal Referrals Referral Cost per Referral Referral
- ... A | B | C | =Ax(BQ)
2.0x $742 $392 $2,268
5.1x $742 $392 $5,783

YCF

OYA Residential 5.4x $742 $392 $6,124

(yce ] 4.7 $742 $392 $5,330

Source: Marion County

Social Cost

Social Cost - Tanglb_le _Costs to + Other Social
- Victims Costs

The Working Groups also explored additional social costs such as victimization costs and other
values that do not have a direct budgetary impact to the county or state budgets (e.g. school
attendance, drug abuse treatment, or mental health consultations). The Working Groups
considered various way of incorporating these considerations into the cost/benefit analysis since
they are important for the youth’s future, their families, and for policy makers. Ultimately the
project settled on a fairly conservative approach by only using tangible costs to victims per new
criminal referral.

The tangible costs to victims were estimated using the restitution amounts for youth of all crime
offenses leading to restitution orders.*® For Marion County youth, this averaged $3,200 from

# Arrest (per arrest) of $701 is adjusted for inflation to $742 for the purpose of this analysis

% All offenses include all misdemeanors and felonies for target population youth from 2013-2014. The most common offenses are burglary, theft,
criminal mischief, and substance/alcohol.
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2013-2014 per criminal referral (See Appendix K). For the cost/benefit analysis, the average
$3,200 in restitution is applied to each criminal referral per placement. Additionally, all models
assume that only 40% of youth have an offense which can be tied to restitution. This is done to
reflect the actual level of these offenses and avoids overstating the negative impacts of other
nuisance offenses (e.g. substance abuse and criminal mischief) for which youth are referred.

Restitution costs are inherently a lower bound of the true social costs of juvenile offending and
escalation. The Working Groups reviewed several existing methodologies that account for the full
cost to society of juvenile offending. This literature review included the Washington State Institute
for Public Policy Benefit-Cost Analysis, Oregon Criminal Justice Commission Cost-Benefit
Methodology, and the Justice Policy Institute’s “$ticker $hock” report.>* Some of the additional
outcomes considered for inclusion were educational attainment, improvements in mental health,
and reduction in substance abuse. A description of these methodologies and their applicability to
this feasibility assessment can be found in Appendix N.

The Working Group’s analysis of this existing research suggests valuing the social costs,
inclusive of restitution, at $10,000 to $15,000 per youth. However, unlike the analysis conducted
for this study, social costs referred to in the literature review apply to an undefined level of
criminal activity and may not be applicable to the specific target population of this study. The
costs figures of the feasibility study are specific to OYA and County placements for probation
youth. The social cost estimates from the literature review have differing assumptions around the
timeframe to track benefits, in some cases as many as 50 years.*? Most calculations include
felony offenses, which are not well aligned to the target population, especially given that Measure
11 youth are excluded in this assessment.>®

Furthermore, the value to be placed on positive social outcomes is ultimately a determination to
be made by a committed end payer relative to the outcomes delivered by a selected service
provider. The social cost figures utilized in this analysis are essentially a beginning point for a
conversation with an end payer. As such, only the restitution figures are accounted for in the
cost/benefit analysis and serve as a “floor” for determining positive social value with a successful
intervention. By maintaining a conservative estimate, this analysis seeks to avoid criticism that
the cost/benefit justification depends on inflated social cost estimates that may not directly apply
to the specifically defined target population.

Despite the focus on juvenile criminal activity, the Steering Committee chose not to include an
estimate of adult offending or other reasonably predictable costs occurring beyond the two-year
measurement window. This approach should keep any funding request specific for juvenile
justice and highly targeted to partners at the state level.

Cost/Benefit by End Payer Scenario

® Justice Policy Institute. $ticker $hock: Calculating the full price tag for youth incarceration. December 2014
2 Washington State Institute for Public Policy. Benefit-Cost Results. http://www.wsipp.wa.gov/BenefitCost
% Oregon Criminal Justice Commission. Cost-Benefit Methodology. July 2011
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Based on guidance from the Steering Committee, three end payer scenarios were evaluated at
length to determine the implications for selecting a cost effective intervention. The goal was to
understand which combination of government entities would realize sufficient benefits from a
successful intervention and be willing to pay for the cost of service delivery.

Scenario A: Marion County Youth — Marion County End Payments

e End Payer: Features only Marion County as an end payer.
e County Placements Implications:

o Any diversion of County Detention or GAP would predominantly benefit the
county since it accounts for 100% and 33% of the costs of placement,
respectively.

o The avoidance of associated new criminal referrals and victimization, which
are based on county costs, are also considered as a county benefit with
successful diversion.

e State Commitments Implications:

o While youth who might escalate to an OYA placement are served (e.qg.
service provider must be paid to enroll them), successful diversion of OYA
placements is a value that does not accrue to the county but rather a state-
level entity (which in this scenario is not the end payer) since OYA
Residential and OYA YCF are primarily funded by state funds.

o The avoidance of associated new criminal referrals and victimization, which
are based on county costs, are also considered as a county benefit with
successful diversion.

Scenario B: Marion County Youth - State-Level End Payments

e Same as Scenario A
e End Payer: The state is considered as the end payer in conjunction with the
County (funding to be determined).

e County Placements Implications:

o Diversion of County Detention placement is accounted for as in Scenario A.

o The benefit of GAP diversion can be attributed the state and county. State
funds account for the roughly 53% of placement costs, with the remaining
13% coming from federal Medicaid match dollars.

o The avoidance of associated new criminal referrals and victimization, which
are based on county costs, are also considered as a county benefit with
successful diversion.

e State Commitments Implications:

o Successful diversion of OYA Residential and OYA YCF is favorable to a
state end payer since it directly funds approximately 60% and 100% of each
placement, respectively.
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o The avoidance of associated new criminal referrals and victimization, which
are based on county costs, are also considered as a county benefit with
successful diversion.

Scenario C: Marion County & Multnomah County Youth - State-Level End Payments

e Scenario C adds Multnomah County’s target population to Scenario B.
e End Payer: The state is considered the end payer in conjunction with the Counties
(funding sources is to be determined).
e County Placements Implications:
o Diversion of County Detention and GAP placement is accounted for Marion
and the State as in Scenario A.
o For the Multhomah cohort, any successful diversion of County Detention or
County Residential would not be factored into the project design

o The avoidance of associated new criminal referrals and victimization, which
are based on county costs, are also considered as a benefit to both counties
with successful diversion.

e State Commitments Implications:

o Successful diversion of OYA Residential and OYA YCF is favorable to a
state end payer since it directly funds approximately 60% and 100% of each
placement, respectively.

o The avoidance of new criminal referrals and victimization, which are based
on county costs, are also considered as a benefit to both counties with
successful diversion.
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EXHIBIT 20: Cost / Benefit Scenario Overview

Marion: 75 Marion: 75 Marion: 75
Multnomah: 90

Marion County State-Level State-Level
Marion County Marion County Marion County
Oregon Youth Authority Multnomah County
Oregon Youth Authority
- County general fund - Appropriation from state legislature
- OYA Diversion funds - State agency budget
- Other grant - Title IV-E (State Agency)
- Other grant
Detention Detention Detention
GAP/County Residential GAP/County Residential GAP/County Residential
OYA Residential OYA Residential
OYA YCF OYA YCF
County General Fund County General Fund Marion Multhomah
State General Fund v' County General Fund %
State Medicaid Match v State General Fund v

v’ State Medicaid Match v/

(1) Scenario C assumes headcount associated with Multnomah'’s target population and the County’s objective of building a project only around
OYA outcomes. However, the status quo outcomes of that population (e.g. length of stay, # of criminal referrals, and victimization costs) are of
Marion County’s population.

Cost Effectiveness Methodology & Conclusions
The cost effectiveness of any program is a function of three variables.

e The first is the benefit derived from an intervention. The prior section established how the
benefit of reduced escalation, criminal referrals, and social costs is assessed.

e The second is the intervention cost, which is based on the range for cost of service
delivery in Exhibit 12 in Section: Intervention Assessment.

e The last is a measure of efficacy. For the feasibility study, that is defined as how effective
the intervention is at reducing escalations and criminal referrals among youth served. This
measure of escalation prevention should be based on improvement above an expected
escalation rate. For example, if 100 youth are served with the expectation that 40 would
escalate without the intervention, reducing the number who escalate to 20 would be a 50%
impact.

The estimates here assume a uniform efficacy across placement types, meaning than an
intervention is equally effective at diverting youth from detention as from YCF. A more realistic
efficacy assumption can be made once an intervention is selected.

The formula below describes the conditions under which an intervention “breaks even” or
produces benefits that match its cost at a given rate of success.

Intervention Cost = Status Quo Cost X Diversion (Success) Rate
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The following example, assuming the structure of scenario B (Marion County Youth - State-Level
End Payments), illustrates how cost effectiveness is assessed for the feasibility assessment,
assuming the state reaps the benefits of a successful program.

e Assume that the current status quo costs in the absence of an intervention to serve 75
youth from the Marion target population is $2.6 million. This is inclusive of the cost of
placement, cost of criminal referral, and social costs associated with their status quo
outcomes.

e Assume an intervention can be provided to all 75 youth for $8,000 each, or $600,000.

e Under these parameters, an intervention would need to successfully divert from placement
at least 23% of probation youth relative to expected escalation rate to be cost-neutral.

e A project should be considered as viable under these assumptions if the cost of service
delivery could be lower, if the successful diversion rate could be higher, or both.

Consistent with the target population identified for Marion discussed in Section: Target Population
Assessment, and the voluntary acceptance of a referral and acceptance rate of a service provider
discussed in Section: Intervention Assessment, the chart below shows the expected baseline
outcomes for a cohort of 75 Marion youth based on the actual outcomes for the 2013-2015. The
scenarios that follow will be based on how effective the intervention is at improving outcomes
above this baseline.
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EXHIBIT 21: Scenario B Status Quo Overview of cost

Scenario B: Marion County Youth - State-Level End Payments

STATUS QUO

(R) (B) <) (=AxBxC)
Headcount Length of Stay Placement Cost per Day per Youth Total Placement Cost
Annual Qutcome Metric
Qutcome Youths over 2 years County State Federal Total County State Federal Total
Placement Days
Detention 70 21 $ 352 - $ 352 $ 517440 - -|$ 517,440
GAP 30 75 § 103 § 160 $ 263 $ 231,750 $ 360,000 -|$ 591,750
OYA Residential 15 180 - % 115 $ 115 % 310,500 -1% 310500
YCF 8 254 - % 290 - % 290 - $ 589,280 -|$ 589,280
Total 75 $ 749190 §1,259,780 $ - | $2,008,970
Criminal Referrals New Referrals
Detention 70 20 1,134 $ 158,760
GAP 30 51 1,134 $ 173,502
OYA Residential 15 54 1,134 $ 91854
YCF 8 47 1,134 $ 42638
Total 15 $ 466,754
Social Benefit - Restitution Incidence per Referral
Youth 70 40% 3,200 89,600
Total 75 § 89,600
TOTAL
Detention 70 $ 517,440 - - § 765,800
GAP 30 $ 231750 $ 360,000 - % 785252
OYA Residential 15 - % 310500 - % 402354
YCF 8 $ 580,280 - § 631918
Total 75 $ 749,190 $1,259,780 $ - $2,565,324
Note:

Headcount and lenath of stav are based on Exhibit 10 with adiustment for voluntarv entrv

Cost per dav fiaures are based on averaaes for Marion Countv and Oreaon Youth Authority (2015)
New referrals durina probation period is based on Marion Countv vouth (2012-2014)

Restitution amount and incidence based on Marion County youth (2013-2015)

Exhibit 22 below presents the necessary diversion rates to cover the intervention’s cost under
end payer Scenario B assuming that the intervention is given to all eligible youth in the target
population. This does not account for the cost of evaluation, project management, or other
expenses beyond the intervention.
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EXHIBIT 22: Scenario B Breakeven Diversion Impact as a function of Intervention Cost

60%
50%
40%
30%

20%

Diversion Impact %

10%

0%
$4,000 $8,000 $12,000 $16,000 $20,000
Cost of Intervention

The feasibility assessment did not evaluate a specific provider, so the intervention’s cost and
effectiveness are hypothetical variables to be diligently evaluated in the RFI service selection
process described in Section: Intervention Assessment and eventual RFP process. The graph
above demonstrates the relationship between these two variables. The line reflects the formula
for interventions that are cost neutral. Interventions with a cost effectiveness coordinate above
the line should be considered whereas those below the line are worse than the status quo. Based
on the status quo costs detailed in the previous section, this graph illustrates how costlier
interventions require a higher diversion success rate to justify.

Having defined three potential end payer scenarios (A through C), each case will result in a
different cost/benefit matrix because of the number of eligible youth and possible sources of end
payments per outcome. The matrices below display the cost-effectiveness implications for each
scenario assuming all youth in the target population are served. Positive numbers reflect benefits
in excess of program costs.

The key insight is that scenario A (Marion County Youth — Marion County End Payments) has a
narrower range for which to select a cost effective provider. An intervention would need to be
both low cost and very successful to have even modest net benefits with minimal buffer for
indirect costs. However, with cooperation from the state as an end payer to benefit from this
program, costlier interventions are still viable for this project because the state has more to gain
from successful diversion of costly placements to sufficiently justify the costs of service delivery.

An overview of the cost / benefit matrices for scenarios A through C is presented below assuming
various cost and success rate ranges:
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Intervention Cost

Intervention Cost

Scenario A: Scenario A: Marion County Youth — Marion County End Payments
Youth Enrolled: 75 Marion youth per annual cohort
Status Quo Costs** in the Absence of an Intervention: $1.3 million

Cost / Benefit matrix depending on cost and impact of selected intervention:
% Diversion Impact of Intervention

10% 20% 30% 40% 50%
£ | $4000 $ (169400) $ (38800) $ 91,800 $ 222,400 $ 353,000
S | $8000  (469,400)  (338,800) (208,200) (77,600) 53,000
g | $12,000 (769,400) (638,800) (508,200) (377,600)  (247,000)

$16,000  (1,069,400) (938,800) (808,200) (677,600) (547,000)

See Appendix M for detailed cost description.

Scenario B: Marion County Youth - State-Level End Payments

Youth Enrolled: 75 Marion youth per annual cohort
Status Quo Costs*®® in the Absence of an Intervention: $2.6 million

Cost / Benefit matrix depending on cost and impact of selected intervention:

% Diversion Impact of Intervention

10% 20% 30% 40% 50%

£ | $4000 $ (43500) $ 213,000 $ 469500 $ 726000 $ 982,500

S | $8,000 (343,500) (87,000) 169,500 426,000 682,500

S | $12,000 (643,500) (387,000) (130,500) 126,000 382,500
$16,000 (943,500) (687,000) (430,500) (174,000) 82,500

See Appendix M for detailed cost description.

% Defined as cost of placement, criminal referrals, and social costs

% bid
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Scenario C: Marion County & Multnomah County Youth - State-Level End Payments
Youth Enrolled: 75 Marion and 90 Multnomah youth per annual cohort
Status Quo Costs*® in the Absence of an Intervention: $3.9 million

Cost / Benefit matrix depending on cost and impact of selected intervention:

C. % Diversion Impact of Intervention

gz 10% 20% 30% 40% 50%

‘é § $4,000 $ (271,900) $ 116,200 $ 504,300 $ 892,400 $ 1,280,500
@]

= 2 $8,000 (931,900) (543,800) (155,700) 232,400 620,500
E g’_ $12,000 (1,591,900) (1,203,800) (815,700) (427,600) (39,500)
[}

€ $16,000 (2,251,900) (1,863,800) (1,475,700) (1,087,600) (699,500)

Only diversions from OYA Residential and YCF are counted for Multnomah youth

See Appendix M for detailed cost description.

The matrices above are primarily illustrative. The precise cost effectiveness of an intervention
would need to account for indirect costs such as evaluation and data-centric project management
and include specific social benefits that could be reasonably expected based on the type of
intervention.

Impact of Improved Targeting at Intake

The main reason the positive cost / benefit range in Scenario C is narrower than Scenario B
(despite having all factors remain equal except the number of youth served) is that Scenario C,
contains Multnomah youth that are being paid for and enrolled into the intervention that have no
corresponding benefit to a state-level budget in the event of successful diversion. Many of these
individuals are detention youth, which in a successful intervention would accrue value to the
county not state. As OYA escalation is the only placement outcome being tracked for Multnomah
youth, serving them has minimal state benefits that are captured in this project. To the extent
program enrollment could be limited to only those youth whose placement outcomes impact state
budgets (i.e. OYA placements), the cost effectiveness of any given intervention would improve.

It is important to recall that the target population was defined as youth on probation with medium
to high risk scores. Although JCP risk assessments are correlated with higher escalation rates,
the project currently does not account for the OYA Escalation Risk measure to identify the
highest cost youth at probation intake that go to OYA placements. A more precise predictive tool
could ensure the intervention is delivered only to youth at high risk of escalation, thereby
improving the cost effectiveness of the project across all scenarios.

The matrix below demonstrates the positive cost / benefit impact of having hypothetical improved
targeting for Multnomah youths in Scenario C. Because Multhomah’s focus is on serving the
youth at risk of escalating to state facilities, the hypothetical scenario assumes the total number
of Multnomah youth to be served is 50 (instead of 90 as assumed in Scenario C). Itis also

% bid
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assumed that the OYA escalation rate of Multhomah youth increases to 50% (instead of 30% as
assumed in Scenario C). The more targeted headcount could be facilitated by using a
hypothetical refined referral tool that would predict those youth most likely to escalate. By serving
the riskiest youth, the cost effectiveness noticeably improves.

Hypothetical Scenario C: Marion County & Multnomah County Youth - State-Level End
Payments with OYA Escalation Risk score targeting

Intervention Cost

Youth Enrolled: 75 Marion and 50 Multnomah youth per annual cohort
Status Quo Costs in the Absence of an Intervention: $3.9 million

% Diversion Impact of Intervention

10% 20% 30% 40% 50%

£ | $4000 $ (111,900) $ 276200 $ 664,300 $ 1,052,400 $ 1,440,500

2 | $8,000 (611,900) (223,800) 164,300 552,400 940,500

S |$12,000 (1,111,900) (723,800) (335,700) 52,400 440,500
$16,000  (1,611,900)  (1,223,800) (835,700) (447,600) (59,500)

Only diversions from OYA Residential and YCF are counted for Multnomah youth

Recommended Next Steps

1.

Secure commitment of a state-level end payer: County-only projects, paid for by
county funds, are not viable given the presumed costs of providing services to the target
population. The benefits that accrue at the county level are insufficient to justify end
payments large enough to cover a successful intervention. The Counties would have to
place a very large weighting on the social costs without any budgetary impact to close this
gap.

A solution is for the state legislature to make success payments for diversion from OYA
placements (and potential GAP placement and/or County Detention). An appropriation
can either be done directly to the Counties or through OYA. The Working Groups explored
alternatives, such as repurposing OYA diversion funds in Marion County but 100% of
existing funds are being used to support the GAP program to allow youth to stay in their
home county while receiving out-of-home support. Seeking to amend grants from Oregon
Criminal Justice Commission to focus on a juvenile justice initiative like this one could be
explored, albeit it is not considered to be a viable option among stakeholders given the
commission’s current charge from the legislature to focus on the adult prison population.

Another potential option is for the state to increase the amount of Diversion funds that
OYA can pass through to the Counties. This is a difficult option as the Diversion funds are
spread across the state based on a fixed formula. Alternatively, the state could appropriate
funds directly to a pilot serving youth in one or more counties where the payments will be
tied to outcomes. In any scenario, the Counties should engage OYA and other state-level
decision makers and determine the best path for collaboration.
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2. Determine feasibility of cost-effectiveness requirements for available service
providers: The cost-effectiveness framework was developed without reference to a
specific intervention. As such, it may not reflect the cost structure and measured impact of
providers able to serve the Counties. As mentioned in Section: Intervention Assessment,
the Counties should use an RFI process to learn more about the capabilities and cost of
interested providers. Indirect costs (e.g. start-up costs), to the extent they vary by provider,
should be incorporated to provide a complete picture of cost-effectiveness for any project.

One assumption that should be addressed early on with providers is whether their
intervention can deliver consistent results for youth at risk of county and state placements.
These youth may have different risk profiles and needs. The models presented above
assumed identical rates of diversion across county and OYA placements, but different
rates by placement are more likely realistic. Depending on the type of intervention
provided, one group may respond better to the treatment, with the analysis updated
accordingly.

Prospective providers may need support in evaluating their programs to the standards
required by this project. The OYA escalation scores were discussed in Section:
Intervention Assessment as one option for assessing risk and measuring success. Should
OYA make escalation to OYA scores accessible to service providers, it may allow for an
understanding of what outcomes can be achieved, how to change programming to meet
governments priorities, and improve general performance.

3. Set expectations for risk sharing between end payer and provider: The cost/benefit
analysis established minimum cost and impact requirements for an intervention to break
even. If an intervention delivers results above this threshold, the surplus benefits can be
shared between the end payer and the provider (or third party funders as applicable).
Similarly, if an intervention does not meet the baseline targets to break even, success
payments will not be sufficient to cover program costs.

If the project cannot be initially capitalized by the government end payers, the project
leaders should consider raising third party financing or grants from the philanthropic
community in the state or among national foundations focused on criminal justice.

4. Solidify willingness to pay for outcomes without a direct budgetary impact: The cost
effectiveness framework is primarily driven by outcomes that have a direct budgetary
impact. As discussed in the social costs section, this means the assessment is the lower
bound of the true benefit of improved outcomes for the target population. A higher
weighting of the social costs of juvenile offending may be justified based on how much an
end payer values these other outcomes beyond their budgetary impact. The cost/benefit
analysis of any potential project improves with the willingness to pay for non-budget
impacting outcomes, such as reduced use of drugs and alcohol, enhanced involvement in
pro-social activities and/or with pro-social associates, academic progress, and/or improved
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school attendance.

The Counties should establish their own willingness to pay for improved social outcomes,
as well as the willingness of state level partners.

. Explore incorporating OYA Escalation Risk scores to improve evaluation and
enrollment targeting:

Using the OYA Risk of Escalation score could simplify the process of attributing impact to
the intervention. OYA Escalation scores could be used to establish a baseline expectation
of outcomes for participants without the need for an evaluation requiring random
assignment (such as a randomized control trial). Utilizing OYA Escalation scores
eliminates the need for a control group, making it simpler and cheaper to measure the
impact of the intervention.

Lastly, these scores could be used to deliver the intervention to the youth with the highest
likelihood of escalation. For example, if the total project budget is limited, focusing on
youth with high predicted likelihood of escalation to OYA placements would improve the
cost-effectiveness of the project because of the increased likelihood of actually diverting
those youth from costly placements.
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Legal & Regulatory Assessment: Not Yet Demonstrated

Not Yet

Demonstrated Possible Promising Strong

What are the options for end payer(s) and service provider(s) to enter into multi-
year pay for success contracts? What are the options for end payer(s) to commit
and appropriate success payments?

Work Stream Goals:
= Identify key elements of a performance-based contract
= Qutline alternatives for managing project risk (upfront funding & end payments)
= Explore of strategies to secure end payment commitments
= Define the role of a Special Purpose Vehicle, if needed

Summary of Findings:

areas: specific project objectives, performance structuring, and rigorous evaluation

procurement mechanisms.

(multi-year or annual), or rating agency trigger funding mechanisms

contracts that cross biennia are possible in the state are unknown

Oregon, mostly likely as a 501(c)3 organization

Recommended Next Steps:

procurement processes for human services.

= PFSis atype of performance-based contracting that strives to raise the bar across three

= Three potential project funding and payment approaches to consider are Traditional PFS,
Partial PFS, and Performance-Based Contract with Deferred Payments. The first two options
would require third party funding while the last alternative could be funded using traditional

= Three strategies for guaranteeing end payments include full faith and credit, appropriations

= For this project, the holding mechanism for success payments or if performance-based

= Formation of a Special Purpose Vehicle to independently govern project contracts and
funding could be achieved by the formation of a Special Purpose Entity in the State of

= None at this moment. Once an end payer and service provider are identified, the Counties
should create a cross-agency contracting and legal working group from the state legislature,
committed end payer(s), and other legal and political experts familiar with the budgeting and
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The objective of this section of the feasibility assessment is to establish the contractual
requirements of entering into a performance-based contract and to compare potential structures.
This assessment does not constitute legal advice. Advice of legal counsel will have to be
obtained to determine what is legally feasible within the state.

l. Identify key elements of a performance-based contract: Document the requirements of
creating a PFS contract

Il. Outline alternatives for managing project risk of upfront funding and end payments:
Identify strategies for managing funding and end payments for a performance-based contract

lll. Explore strategies to secure end payment commitments: Overview of appropriation
strategies for securing project end payments, including case studies from relevant launched
projects.

IV: Define the role of a Special Purpose Vehicle, if needed: Depending on the structure of a
project, multi-party contracts may be best managed by an SPV. General guidelines are included
on the role of an SPV and how it could be formed within the state of Oregon.

Pay for Success (PFS) contracts are multi-year, multi-party performance-based contracts with an
evaluation of specific outcomes. These contracts typically include a government end payer,
service provider, and intermediary. These key parties must work together to agree on specific
terms. An existing contract example of a launched project is included for easy reference in
Appendix Q to provide additional context to the guidelines listed below. The sections that follow
lay out the items the government end payer should consider and the historical precedent for
these types of contracts.

|. IDENTIFY KEY ELEMENTS OF A PERFORMANCE-BASED CONTRACT

When discussing performance based contracting, it is important to note it is a type of government
contracting with:

o A clear set of objectives and indicators
o Guidelines to collect data on the progress of selected outcomes and indicators
o Performance-driven incentives with “upside” (bonus payments) or “downside”

(injunctions) for service provider performance

PFS is a type of performance-based contracting that strives to raise the bar across three areas:

e Specific Project Objectives: Government and/or other end payers agree to pay for specific
outcomes achieved by a service provider(s).

e Performance Structuring: Before a contract is implemented, end payers and service
providers mutually agree to the specific terms and conditions of the project including
outcomes, evaluation plans, and success payments.

e Rigorous Evaluation: Once launched, service providers begin delivering services while an
independent evaluator rigorously assesses the impact of the services; end payers make
success payments only when outcomes are achieved.
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When discussing the elements of a performance based contract, independent of how government
end payments are sourced or if third party funding is required, the core principles of the
agreement typically fall into the categories listed below. Note, each contract looks different and
may not need to include every concept listed below, while some may include additional items.

Exhibit 23 identifies contractual elements and related details.

EXHIBIT 23: PFS Contract Elements

PFS Contract

tions that R ire Answer Description
Category Questions that Require Answers escriptio
* How is success defined and measured? Specifies the payment amounts made at
© * When can success payments be triggered? varying levels of success (e:g. $100 for
Payme _ _ every day of placement avoided per
alculatio * How s success priced? youth) and the maximum amount of
success payments possible.
¢ When will appropriations be made? Specifies the mechanism through which
e ¢ How will funds be held during the evaluation? the government will appropriate potential
Payme « What will “trigger” the release of success success payments, how those funds will
echa & payments? be secured, and the timeframe for
D butio disbursement (described in greater detail
below).
* How will intervention participants be enrolled Specifies how success will be evaluated
Aluatio into the evaluation? and reported.
e * Which outcomes should be measured?
* What is the appropriate evaluation design?
* Who is the target population? What intervention | Specifies the conditions critical to
is being provided to them? successful implementation (e.g. clear
plementatio * What resources will be needed to provide those _referral pathway of participants to :
D0 . intervention, government collaboration,
services? . .
and execution of the evaluation plan to
intervention?
*  What is the structure for project reporting, Specifies the structure for project
dispute resolution, and project governance? reporting, dispute resolution, and project
_ : - . . . governance. This includes how to
O ght & ¢ How will intervention operations, partnerships, . .
o - . manage operations, partnerships, and
oo g and decision-making be managed? . .
decision making.
¢ Is the formation of a special purpose entity or
any other vehicle required?
e How can all parties (e.g. end payer, service Ensures that all parties can enter into a
S : provider, and evaluator) enter into a multi-year | multi-year contract, specifies the publicity

contract?

* What are the communication mechanisms?

protocols (namely for government end
payer and project administrators).

* How do project parties course-correct during

Specifies ways in which project parties
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can course-correct for various difficulties
during the contract, and conditions under
which the project will shut down.

Thresholds the contract?
SLCIELIERCIE < \What would cause project shut-down?

ll. OUTLINE ALTERNATIVES FOR MANAGING PROJECT RISK (UPFRONT FUNDING & END
PAYMENTS)

PFS projects include performance-contingent payments, whereby service delivery and outcome
measurement occurs prior to payment for the observed results. Given this payment timing gap,
upfront working capital is needed for the service provider. This raises two key questions
regarding project funding:

1. How will the project be funded? (i.e., funding sources, repayment structure)
2. What is the type and level of risk being borne by the parties?

The project’s financing structure should be designed to complement the needs and priorities of its
stakeholders. The following describes several potential project funding and payment approaches
and outlines key considerations for each. The intent is to facilitate a discussion within the
Counties, the Oregon Youth Authority, and any other state-level stakeholders that would be
involved in the negotiation, funding, and designing of a juvenile justice PFS contract. An
overview of priorities, sensitivities, and needs with respect to the PFS project’s financing is also
provided.

EXHIBIT 24: Spectrum of Performance-based Solutions

“Traditional” PFS Project Partial PF5
= Multiyear PFS project Part of the project Services funded through
period with 100% funded through direct government
success payments outcomes-contingent funding or provider
contingent on outcome SUCCess payments. capital
evaluation Remainder of project is Outcomes contingent
=  Ramp-up period funded through direct bonus payments for
County funding or senvice provider
philanthropy

* Rigorously measured outcomes
* Incentives are fully performance-based

+ Rigorously measured outcomes
+ Payment or funding not
contingent on outcomes
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Option A: “Traditional” PFS Projects:
Third party funders provide the upfront capital needed to cover total project costs

How it works: Banks, philanthropic organizations, foundations, or other community entities

provide funding for total project costs, typically through loans, program related investments
(PRIs), or grants to the service provider. Assuming outcomes are achieved and validated,
success payments are made by government to repay these initial funders.

Participant Project Funding Source Funder Repayment Type/Level of Risk

Outside ¢ Repaid with success e Loss of investment

Funder(s) * Loans/PRIs/grants to service payments achieved (faces appropriation,
provider equal to total project implementation, impact
budget costs risk)

Government _ e [ssue success o Reputational risk

End Payer  Payments subject to _ payments to repay ¢ Unsuccessful outcome
evaluation (contingent funding) funders

Service o N/A e Reputational risk

Provider * Typically contribute “skin-in- e Unsuccessful outcome
game” investment by either (i) e Loss of investment
contributing to upfront funding (share in impact risk)
or (ii) deferring full receipt of
success payments until target
performance is achieved

Risk: Outside funders bear appropriation, project implementation, and performance/impact
risks.

Key Consideration: This option typically involves the highest outside fundraising need,
since outside funders cover the full project costs. Fundraising for this amount may prove
challenging and/or require the involvement of multiple funders. There are several
additional considerations based on this:

e Transaction costs — meaningful resources (financial and nonfinancial) committed to
outside funder development, due diligence, interest payments for loan (if needed),
legal counsel, etc.

e Extended negotiation of project terms - multilateral negotiations between
government end payer (e.g. state-level), service provider, project partner (e.g.
county) and outside funders may lengthen discussions on project terms (as
compared to bilateral negotiations between government end payer/project partner
and service provider).

e Additional scrutiny of project assumptions and structures - outside funders provide
another external perspective on key project assumptions.

e Project reporting requirements - external funders occasionally require reporting
processes unique to their own organizations, or negotiate for additional
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governance provisions. This can increase the project’s reporting and compliance
burden

A graphical representation of Option A is listed below in Exhibit 25.

EXHIBIT 25: Option A: “Traditional” PFS Projects

e Sernvices 1. Measure then Pay
——>  Payments Upfront 2. Private Funding
......... B Parrals Philanthropic
Funders
=
Provide [
up-frant = Repays funders
financing :
—@)
Senvice =t N ~—~Government
Provider {_GBE.\2 Intermediary Ma;m 5 End Payer
s SLCCESS
payment for
Delivers senvices
¢ Based on evaluation
E resulis, defermines
a payment amount
Target Designs Evaluator (4)
i evaluation
Population i o
MeasLres
outcomes

Option B: Partial PFS Projects:

Government end payer provides portion of upfront funding need; Outside funders cover
remainder

How it works: Government provides upfront, non-performance contingent funding to cover
part of the project costs. Outside funders finance remaining funding need. Success
payments are made by government to repay funders. Total maximum success payments
are decreased by the amount of government upfront funding.

Participant PFS Project Funding Source Funder Repayment Typel/Level of Risk

Outside e Repaid with success | o Loss of investment (faces
Funder(s) * Loans/PRIs/grants to service payments achieved appropriation,
provider equal to total PFS implementation, impact
Project Budget costs less risk)

upfront funding from
government/service provider
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Government o e Issue success ¢ Reputational risk
End Payer | * Combination of upfront cost payments to repay | e Unsuccessful outcome
coverage (non-contingent funders Loss of upfront funding

funding) and payments (share in impact risk)
subject to evaluation

(contingent funding)

Service _ _ o e N/A e Reputational risk

Provider * Typically contribute “skin-in- e Unsuccessful outcome
game” investment by either (i) e Loss of investment
contributing to upfront funding (share in impact risk)

or (ii) deferring full receipt of
success payments until
outcomes are achieved

Risk: Government and outside funders risk losing upfront funding/investment (share
performance/impact risk).

Key Consideration: This option lowers the outside funding need by the amount of funding
provided by the government. Government bears some of the risk of low performance by
providing upfront funding. Many of the considerations noted in “Traditional PFS” still apply:

e Transaction costs - similar to “Traditional PFS,” albeit with decreased fundraising
need

¢ Negotiation of project terms - same as “Traditional PFS”

e Additional scrutiny of project assumptions and structures - same as “Traditional
PFS”

e Project reporting requirements - same as “Traditional PFS”

A graphical representation of Option B is listed below in Exhibit 26.

EXHIBIT 26: Option B: Partial PFS Projects
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Option C: Performance-based Contract with Deferred Payments

Government provides a portion of upfront funding without third party financing; Success
payments fund remainder of service delivery

How it works: Government provides upfront, non-contingent funding sufficient to cover a

portion of initial PFS project costs until success payments can be paid to the project and
cover remaining project costs. Outside funders would likely not be engaged in this option.
This option creates shared risk between the government and service provider.

Participant PFS Project Funding Source Funder Repayment Type/Level of Risk

Outside o N/A

Funder(s) s N/A « N/A

Government o . e Issue success ¢ Reputational risk

End Payer e Similar toa reimbursement payments to service | ¢ Unsuccessful outcome
for service model, except provider e Loss of upfront funding

(i) a portion of payments (share in impact risk)
(e.g. 20%) are withheld
unless specific outcomes
are achieved/validated
and/or (ii) bonus payments
can be disbursed with
over-performance of
specific outcomes

Service o N/A e Reputational risk
Provider * Typically contribute “skin-in- e Unsuccessful outcome
game” investment by either e Loss of investment or
(i) contributing to upfront budget shortfall (share in
funding or (ii) deferring full impact risk)

receipt of success
payments until outcomes
are achieved

e Recycle success payments
to fund project costs in later
years

Risk: Government risks funding project that does not achieve desired impact in event of
underperformance. At the same time, the service provider bears impact/performance risk
in later years—if the project does not achieve expected levels of success, success
payments earned and paid in later years might not sufficiently cover the service provider’s
delivery costs.

Key Consideration: this approach offers several project efficiencies and limitations,
including:

e Lower transaction costs — Fewer resources dedicated to outside funder
development, due diligence, interest payments for loans, etc.

o Potential to simplify reporting requirements - By removing outside funders, the
government/service provider/evaluator could potentially streamline reporting and
governance mechanisms, prioritizing those of mutual importance.
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Limited scale — Project size solely contingent on government resources, which are
typically scarce to begin with. By decreasing the ability to leverage private capital
with government dollars, project size could be constrained.

Streamlined negotiation of project terms - Bilateral negotiations between the
government and service provider may simplify and expedite discussions on project
terms (as compared to involving outside funders).

Risk no longer shared with external funding — By partially funding the project on the
front-end, government bears the majority of the risk at the onset of the project.
Since the remainder of cost coverage (and/or bonus payments) are to be paid
subject to outcome delivery, risk shift toward service provider as the project
progresses

Unknown replicability & sustainability - Should the government elect to replicate
this contracting structure in its other programs, foregoing 100% external third party
funding could offer the government greater autonomy and independence in
pursuing additional contracts (i.e., no need to raise outside capital each time).
However, the payment timing gap, between upfront project funding to execute and
delivery of success payments, will still exist. Government will, therefore, have to
provide some level of upfront, non-performance-contingent funding for each of
these future projects.

A graphical representation of Option C is listed below in Exhibit 27.

EXHIBIT 27: Option C: Performance-based Contract with Deferred/Bonus Payments
—  Services 1. Pay then Measure
5 T 2. No Privare Funding
--------- > Success Payments Government
End Payer Service
) 1 Provider
payment for +*"  Releases deferred / bonus payments
Sernvices W o contingent on oufcomes
O)
Service € D Intermediary  eeeseese /& Government
Provider Provides T Yy Makes =7 End Payer
payment foar payments for
*®) services strong
l peromeree
Delivers senices
J’ Baszed on evaluation
E results, determines
. ) deferred / bonus
Target Designs Evaluator (4 payment amount
i evaluation
Population i

MEAsUIEs
oufcomes
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Independent of how a contract is structured, whether its Options A — C or other alternatives, the
government’s and service provider's respective risk profiles will greatly depend on how several
key contract provisions are negotiated. For instance, any contractual obligation to pay for any
termination related expenses will influence who bares the greatest risk in the event of project
shutdown or underperformance:

i. Inthe event of government non-performance (e.g., non-payment of success
payments owed; failure to appropriate), providers and/or funders may negotiate for
government to fund all termination related expenses

i. Inthe event of provider non-performance (e.g., bankruptcy; failure to enroll
minimum number of youths), government may negotiate for the provider to fund all
termination related expenses.

ii.  Inthe event of project underperformance such that a service providers delivery
costs are not fully covered through available success payments, government and
provider may negotiate over which party pays for the budgetary shortfall.

lIl. EXPLORE STRATEGIES TO SECURE END PAYMENT COMMITMENTS

Significant investment in time and relationship building is required by the Counties to identify a
willing and able state-level entity to sponsor a potential revenue source for project end payments.
While identifying the most viable appropriations strategy is critical to advancing commitment to a
project, so is the mechanism that secures and manages those funds and ultimately makes
payments based on successful outcome delivery by a service provider.

Whether it is a new appropriation from the state legislature or new use of funds from a state
agency budget or Title IV-E Federal Reimbursement (via State Agency), various strategies can
be explored in order to guarantee end payment for successful outcomes.

Exhibit 28 below highlights three viable examples to consider:
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EXHIBIT 28: Approaches to Multi-Year Contingency Contracts

How It Works

A clause that requires the legislature
) ) to honor contract obligations or else
Full Faith and Credit face substantial credit rating
implications

Establish a designated account, also
_ known as a “sinking fund,” that is pre-

’?‘pﬂrﬂp"ﬂtm“ funded (e.g. biannual, annually, etc)
{(Multi-Year or Annual} with payments made from this
account as outcomes are achieved /
validated

Governments write a contract in which
payment is “subject to appropration™ and
Rating Agency Trigger includes a provision that it will report any
failure to make a payment to the credit
rating agencies

Source: Third Sector Capital Partners and Living Cities. For additional information on these alternative, parties should consult

https://www.livingcities.org/blog/809-4-ps-of-pay-for-success-policy

Deciding on which alternative to pursue is contingent on the risk appetite of a state-level end
payer, political negotiations and prioritization (within county, state, and legislative bodies), and
the budget upside that project success would entail. While the Steering Committee is exploring
the political feasibility of securing a commitment to the project from a state-level end payer, legal
counsel for the project should be prepared to understand any legal restriction on multi-year

obligations for human services contracts within the state.

For easy reference, Exhibit 29 below highlights case studies on funding mechanisms based on
launched projects. The first two examples highlight criminal justice projects while the latter two

are of other county-level projects.

Launched Project Examples

In Massachusetts, the Commonwealth
approved legislation to establish a “Social
Innovation Trust Fund® with the “full faith and
credit” of the Commomarealth

In New York State’s prison re-entry project, the
State appropriated an initial two-year allocation
in the 201372014 budget

In Utah's School Readiness Initiative, the State
zet up an ongoing appropriation from the
General Fund into a special revenue fund which
is used to administer the program (i.e. make
success payments)

In the Chicago PFS transaction, payments from
Chicago Public Schools are subject to
appropriation (as required by local laws), but
any failure to pay will be reported on their CAFR
to rating agencies
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EXHIBIT 29: Funding Mechanisms for Success Payments of Launched Projects

Source of Payments

« Commonwealth SIF

Mechanism and Timing

« Annual appropriations

ra y
(Social Innovation Fund) = Sinking fund requirement for SIF
Commonwealth of
Massachusetts = US Dept. of Labor = Full faith and credit pledged by Commonwealth
federal grant
N w
- -, = US Dept. of Labor « US DOL grant covers success payments of
federal grant Phase | (first two years)
State of New York = NYS PFS Contingency - State annual appropriation funds payments in
L J Resernve Phase Il (two years after project start)
- = = United Way of Salt Lake * United Way of Salt Lake City and Salt Lake
State of Utah/ City and Salt Lake County County grants managed by Park City Community
Salt Lake County will fund 1* cohort Foundation (PCCF} and paid annually based on
" /= State funds following savings
cohorts + State annual approprations
 Property Tax Levy for * 51 million appropriated each year
Department of Health = Legislature appropriates biannually for the next
Cuyahoga County and Human Services two years of payments

Source: Third Sector Capital Partners

In the event appropriations are made and an account is established, there are a few noteworthy
items to consider for how success payments might be managed.

Consideration for Holding Mechanisms:

e Appropriated Account - An appropriated account may carry forward unspent funds from
one biennium to another biennium; however, legislative expenditure authority may be
required to spend the funds across biennia.

e Non-Appropriated Account - non-appropriated accounts are typically not subject to
legislative expenditure authority. Non-appropriated accounts may be used by the state
when revenue streams or expenditure timelines are difficult to predict.

e A future Legislature can repurpose the fund balance in any account (including non-
appropriated accounts), therefore funders (if any) and service providers may need
assurance that success payments are available when earned.

o To reduce risk, additional contractual language can specify that rating agencies will
be notified in the event of success payment default or that funders’ funds will not be
disbursed to service providers until an appropriation is made that will be available to
make success payments.

No matter if end payments are secured via an appropriation or policy commitment, projects
require formal “triggers” to initiate payments for successful delivery and validation of outcomes.
End payments for service delivery have traditionally been negotiated based on two objectives:
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e Cost-Savings - payments are disbursed from a holding mechanism should targeted cost-
savings be met

e Performance Metrics - Payments are disbursed from a holding mechanism based on the
evaluation results

All PFS projects currently launched in the U.S. make success payments tied to social outcomes
that are not tied to realized cost savings. Those projects, however, estimate potential savings or
cost diversion (as was done in Section: Economic & End Payer Assessment) to price outcomes
and monitor such costs throughout the course of the project.

IV: DEFINE ROLE OF A SPECIAL PURPOSE VEHICLE (SPV), IF NEEDED

Depending on the structure of a project, multi-party contracts may be best managed by a SPV.
The role of a SPV, as is the case in most launched projects, is to govern the flow of funds to and
from all organizations (including evaluators and other administrative organizations) that are party
to project contracts. SPVs are independent of government, funder, or service providers, but are
jointly controlled through board representation. All project funds (e.g. fundraising, funding for
service delivery, success payments, etc), typically flow through an SPV, as do decisions related
to oversight and governance.

SPVs are typically formed as 501(c)3 organizations or Limited Liability Corporations, depending
on project preference, legal counsel and eligibility for philanthropic giving (if needed), and can be
registered by either government, service provider, or other community organizations (e.qg.
foundations).

See Appendix R for examples of other SPVs formed by relevant launched projects, and how they
govern project contracts and funding.

Under Oregon law, the legal structure that would correspond to an SPV is most likely a Special
Purpose Entity (SPE). As defined in ORS 744.318(17), a SPE means a corporation, partnership,
trust, Limited Liability Company or other similar entity formed solely to provide either direct or
indirect access to institutional capital markets:

(a) For a financing entity or licensed life settlement provider;

(b) In connection with a transaction in which the securities in the special purpose entity are
acquired by the owner or by qualified institutional buyers as defined in Rule 144
promulgated under the Securities Act of 1933, as amended; or

(c) In connection with a transaction in which the securities pay a fixed rate of return
commensurate with established asset-backed institutional capital markets.

While a juvenile justice project developed by the Counties and state government may not require
third party financing from institutional capital markets or issue debt-like securities with a rate of
return, SPEs provide the appropriate governing structure for independently managing various
multi-party contracts. So, while an SPV is not a type of legal entity in itself, Oregon law appears
to provide the legal precedent for a governance and fund administrating entity to be formed as a
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corporation, partnership, trust, 501(c)3 organization, Limited Liability Corporation, or any other
entity.

Should project leaders register a SPE as a 501(c)3 in the State of Oregon, the Secretary of
State's Office has special requirements for registration. Please see Appendices O and P for a
copy of requirements, typical time frames for formation, and formal registration form for the State
of Oregon. The laws regulating 501(c)3s, including membership and administration, are found in
the chapter 65 of the Oregon Revised Statutes.®’ Other business organization laws are in
chapters 62 through 70.%

Recommended Next Steps

None at this moment. Once an end payer and service provider is identified, the Counties should
create a cross-agency contracting and legal working group from the state legislature, potential
end payer, and other legal and political experts familiar with the budgeting and procurement
processes for human services. These individuals should be able to provide specific expertise
and perspective regarding securing multi-year end payment commitments, holding and releasing
such funds, and legal requirements related to forming any entity that would govern the project
and related funds.

37 Oregon State Legislature. Retrieved March 2016 via https://www.oregonlegislature.gov/bills_laws/lawsstatutes/20130rs065.html
% Oregon State Legislature. Retrieved March 2016 via https://www.oregonlegislature.gov/bills_laws/Pages/ORS.aspx
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| Funder Development: Not Yet Demonstrated

Not Yet

Demonstrated Possible Promising Strong

Is there funder interest in continuing to develop a PFS project and invest in the up-
front funding required by a PFS contract?

Work Stream Goals:
= |dentify potential funder network to fund project
= Develop project materials to educate and engage local funder community on the value
proposition of the proposed project

Summary of Findings:
= Due to not having a committed end payer and identified intervention model or service
provider, it is unclear if the project would require third party upfront funding. Detailed
engagement with local third party funders is at this phase premature.

= As the Counties identify a potential end payer, continued identification of prospective funders
can help determine interest in financially supporting specific project work streams (e.g. data
building efforts or evaluation) or providing upfront funding for the entire project (if needed).

Recommended Next Steps:

= Without a committed end payer or identified service provider, it would currently be premature
to engage third party funders (if needed).

= Continue identifying funders who have exhibited strong interest in supporting a potential
project.

= Potential PFS projects should leverage the local funder community to provide project funding
or work stream support (e.g. evaluation), and to demonstrate community support for the
project goals and intervention.

|. IDENTIFY POTENTIAL FUNDER NETWORK TO FUND PROJECT

Due to not having a committed end payer or service provider, at this stage it would be premature
to engage third party funders. Project leaders, including members on the Steering Committee
would require guidance from a committed end payer and selected intervention on whether or not
to seek third party funding.

Third party funding is an optional component of PFS when government resources cannot
adequately fund a service provider at the onset of an intervention. Funding from private sources,
ranging from local philanthropy to commercial banks, could be a source of capital drawn down by
a service provider. Such funds allow a provider to execute its project goals while intervention
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results are being evaluated and before payments are made by an end payer. Traditional PFS
projects, including all 11 launched projects, are structured this way. Exhibits 25 and 26 in
Section: Legal & Regulatory Assessment highlight the potential flow of third party funds for a
project.

Should the Counties elect to fundraise upfront capital for the project, it is essential to create a
project profile for third party funders and investors. Such a document would guide
communications and engagement efforts on topics such as desired outcomes, top questions and
key messages. Below are various project topics for the Counties to consider before meaningfully
engaging with funders:

e Funders want to know that their grants and investments are making a difference in
addressing a particular need.

e Funders want to see programs reporting on results and outcomes, rather than activities
and outputs.

e Many performance-oriented funders want to affect long-term change in government
systems, particularly in supporting government to make the shift to funding preventative
interventions.

e Funders want to be part of something that is innovative in its financial approach, while also
helping trigger a longer-term commitment for sustainable support from the government.

If governments can fund an intervention at the onset of the project or can negotiate a contract
with deferred payments with a well-capitalized service provider that can cover its own operational
costs for launch, then government should proceed without third party funding. Exhibit 27 in
Section: Legal & Reqgulatory Assessment provides an overview of this structure.

Given that the project discussed in this feasibility assessment is considering outcome
measurement within a two year time frame, the short time frame allows for the Steering
Committee to strongly consider a Performance-Based Contract with a Deferred / Bonus
Payments structure highlighted in Exhibit 27. Under this structure, should the project also elect to
form a special purpose vehicle it would likely not be to fully manage the exchange of funds, but to
govern the administration of the project (e.g. contract, oversight of evaluation, authority to make
end payments, periodic reporting to stakeholders, etc).

. DEVELOP PROJECT MATERIAL TO EDUCATE & ENGAGE LOCAL FUNDER
COMMUNITY

The feasibility assessment provides sufficient context and details to any potential funder or
stakeholder interested in learning more about the project.

While it may be the case that the project may not require third party funding, outside funders can
still play a critical role in catalyzing the development of this initiative. Outside funders — like
philanthropic organizations, private financial institutions, and/or individual investors — can pay for
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or subsidize specific project work stream (e.g. data analytics, evaluation, legal services, etc).
Oregon is home to a variety of philanthropic organizations committed to evidence-based
practices and service alignment, including Meyer Memorial Trust, Oregon Community
Foundation, Northwest Health Foundation, and Umpqua Bank.

Multnomah and Marion Counties recently began discussions with a core group of foundations to
explore innovative ways of aligning public/ philanthropic investments. In July 2017, the Counties
in partnership with the Oregon Community Foundation and the two other organizations exploring
PFS projects (The Center for Evidence-based Policy at Oregon Health and Science University
and Friends of the Children), hosted a philanthropic convening with nearly 50 individuals
representing over 20 local organizations. The objective of the gathering was to discuss lessons
learned from Oregon’s three existing Pay for Success projects, their alignment with the priorities
of philanthropy, and opportunities for promoting innovation and building common infrastructure.

Hosting future gatherings with all or a subset of attendees would be recommended in order
explore how predictive analytics and opportunities to foster social service innovation and scale
effective programs can be supported by philanthropy.

Recommended Next Steps

= Due to not having a committed end payer or identified a service provider, at this stage it
would be premature to engage third party funders. Project leaders, including members on
the Steering Committee would require guidance from a committed end payer and selected
intervention on whether or not to seek third party funding.

= Continue identifying funders who have demonstrated strong interest in supporting a
potential project. Interest may be around criminal justice, data investments, outcomes-
based contracting, or another aspect of a potential project.

= Potential PFS projects should leverage the local funder community to provide project
funding or work stream support (e.g. evaluation), and to demonstrate community support
for the project goals and intervention. Strong local participation can help open doors to
regional and/or national funders, and serve as a public advocate if needed. Should the
Counties decide to pursue this project, philanthropic organizations should be engaged to
determine their interest in the project and, iffwhen ready, request their financial support.
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Appendices

| Appendix A: Membership in Feasibility Assessment Working Groups

STEERING COMMITTEE

Scope

Time Commitment

* Project Direction

» Oversight

* Delegation

» Resource Allocation

» Risk Management & Troubleshooting
Every month and as needed

Reporting n.a.
Member Title Organization
Leads

Judy Shiprack
Janet Carlson

Members

Faye Fagel

Jan Fritz

Jeff White

Brigid Zani

Jan Calvin
Christina McMahan
John Tydlaska
Marissa Madrigal
Adam Renon
Fariborz Pakseresht
Christine Krik
Laura Furr

Jodi Hack

Jessica Vega Pederson
Brian Renauer

Ryan Labrecque
Christopher M. Campbell

Oscar Benitez

Brian Beachkofski
Ernest Brown

John Ginther

Michael Cwidak-Kusbach
Alberto Ramos

Will Toaspern

Jerry Croan

Commissioner
Commissioner

Director, Juvenile Dept.

Deputy County Administrative Officer
Chief Financial Office

Management Analyst, Juvenile Dept.
Consultant

Juvenile Senices Division Director
Economic Development Coordinator
Chief Operations Officer

Policy Advisor

Director

Public Policy & Govt Relationships Director
Asst. Director, Program Manager
Justice Reform and Youth Engagement

State Rep District 19 - Marion
State Rep District 47 - Portland
Researcher

Researcher

Assistant Professor

Associate

Sr. Director
Sr. Analyst
Associate
Associate
Associate
Analyst
Senior Fellow

Multnomah County
Marion County

Marion County

Marion County

Marion County

Marion County

Full Circle Consulting
Multnomah County
Multnomah County
Multnomah County
Multnomah County
Oregon Youth Authority
Oregon Youth Authority
National League of Cities

Oregon Legislature
Oregon Legislature
Portland State University
Portland State University
Portland State University

Third Sector Capital Partners
Third Sector Capital Partners
Third Sector Capital Partners
Third Sector Capital Partners
Third Sector Capital Partners
Third Sector Capital Partners
Third Sector Capital Partners
Third Sector Capital Partners
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WORKING GROUP - OUTCOMES & EVALUATION

Scope

Time Commitment

» Data Sharing

* Pop. Targeting & Referrals
* Pop. Needs Assessment
* Intervention Design

» Target Outcomes

* Evaluation Plan

Daily / weekly

Reporting Steering Committee on a weekly or bi-weekly basis

Member Title Organization
Leads

Brigid Zani Management Analyst, Juvenile Dept. Marion County
Adam Renon Policy Advisor Multnomah County
Members

Faye Fagel Director, Juvenile Dept. Marion County

Vicky Johnson
Bobbie Cogswell
Jan Calvin
Christina McMahan
Deena Corso

Kim Bernard

Sherri Campbell
Liang Wu

Andrew Grover

Phil Cox

Paul Bellatty
Margaret Braun
Kristi Racer

Laura Furr
Christopher M. Campbell

Oscar Benitez

Brian Beachkofski
Ernest Brown

John Ginther

Michael Cwidak-Kusbach
Alberto Ramos

Will Toaspern

Probation Supenvisor, Probation Senices
Probation Officer

Consultant

Juvenile Senices Division Director

Sr. Manager, Dept of Community Justice Juvenile Swvcs

DCJ Data Manager

Senior Grants Coordinator

Research & Evaluation

Asst. Director, Oregon

Asst. Director, Community Senices

Asst. Director, Community Senjices

Sr. Research Analyst

Research & Evaluation

Program Manager, Justice Reform & Youth
Assistant Professor

Associate
Sr. Director
Sr. Analyst
Associate
Associate
Associate
Analyst

Marion County

Marion County

Full Circle Consulting
Multnomah County
Multnomah County
Multnomah County
Multnomah County
Multnomah County
Youth Villages

Oregon Youth Authority
Oregon Youth Authority
Oregon Youth Authority
Oregon Youth Authority
National League of Cities
Portland State University

Third Sector Capital Partners
Third Sector Capital Partners
Third Sector Capital Partners
Third Sector Capital Partners
Third Sector Capital Partners
Third Sector Capital Partners
Third Sector Capital Partners
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WORKING GROUP - OPERATIONS

Scope

Time Commitment

* Intervention Design
* Provider Selection

* Ops. Plan

» Ops. Budget

* Pilot development

Daily / weekly

Reporting Steering Committee on a weekly or bi-weekly basis

Member Title Organization
Leads

Brigid Zani Management Analyst, Juvenile Dept. Marion County
Adam Renon Policy Advisor Multnomah County
Members

Faye Fagel Director, Juvenile Dept. Marion County

Christina McMahan
Vicky Johnson
Bobbie Cogswell
Jan Calvin

Deena Corso,
Joyce Resare

Les Taylor

Sherri Campbell
Phil Cox

Laura Furr

Oscar Benitez

Brian Beachkofski
Ernest Brown

John Ginther

Michael Cwidak-Kusbach
Alberto Ramos

Will Toaspern

Juvenile Senices Division Director

Probation Supenvisor, Probation Senices

Probation Officer
Consultant

Sr. Manager, Dept of Community Justice Juvenile Svcs
Manager, Business Senices, Dept of Comm. Justice
Youth Senices, Dept of Community Justice

Senior Grants Coordinator

Asst. Director, Community Senjices
Assistant DirectorProgram Manager
Justice Reform and Youth Engagement

Associate
Sr. Director
Sr. Analyst
Associate
Associate
Associate
Analyst

Multnomah County
Marion County

Marion County

Full Circle Consulting
Multnomah County
Multnomah County
Multnomah County
Multnomah County
Oregon Youth Authority
National League of Cities

Third Sector Capital Partners
Third Sector Capital Partners
Third Sector Capital Partners
Third Sector Capital Partners
Third Sector Capital Partners
Third Sector Capital Partners
Third Sector Capital Partners
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WORKING GROUP - FINANCE & REGULATORY

Scope

Time Commitment

» Economic Model

* Funder Outreach

» Contracts & Agreements
* SPV Development

» End-payer Appropriations
Daily / weekly

Reporting Steering Committee on a weekly or bi-weekly basis

Member Title Organization
Leads

Jan Fritz Deputy County Administrative Officer Marion County

John Tydlaska

Members

Brigid Zani
Camber Schlag
Bruce Armstrong
Joyce Resare
Adam Renon
Sheri Campbell
Brian Smith
Mike Jaspin
Jacquie Weber

Oscar Benitez
Brian Beachkofski
Ernest Brown
John Ginther

Michael Cwidak-Kusbach

Alberto Ramos
Will Toaspern

Economic Development Coordinator

Management Analyst, Juvenile Dept.

Contracts and Procurement Manager

Office of Legal Counsel

Manager, Business Senices, Dept of Comm. Justice
Policy Advisor

Senior Grants Coordinator

Purchasing Manager

Economist, Deputy Budget Director

Deputy County Attorney

Associate
Sr. Director
Sr. Analyst
Associate
Associate
Associate
Analyst

Multnomah County

Marion County
Marion County
Marion County
Multnomah County
Multnomah County
Multnomah County
Multnomah County
Multnomah County
Multnomah County

Third Sector Capital Partners
Third Sector Capital Partners
Third Sector Capital Partners
Third Sector Capital Partners
Third Sector Capital Partners
Third Sector Capital Partners
Third Sector Capital Partners
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Appendix B: Juvenile Crime Prevention (JCP) Assessment 2006.1 Risk
Indicators for Eligible Youths

A youth with the JCP score in the “medium” to “high” risk range. Youth with a score between 6
and 13 are medium risk youth. High risk adolescents would have scores 14 to 30. The score is
automatically calculated in JJIS. The second level of screening with the JCP items was youth
had to have at least 8 of the specific risk factors listed below. When a factor is positive, the youth
received a point if that factor was absent.

2.0 SCHOOL ISSUES
Case Planning Domain: Education

e PF2.1 Significant school attachment/commitment (has significant attachments, beliefs,
commitment and/or involvement with and within his/her school; youth motivated to do well
in school).

e R2.2 Academic failure (recently failed, or currently failing two or more classes; not meeting
minimal academic standards; not performing at grade level appropriate to youth’s age).

e PF2.7 Family actively involved in helping youth succeed in school (helps with homework,
provides transportation to school, talks with teachers, etc.).

3.0 PEER RELATIONSHIPS AND OTHER RELATIONSHIPS
Case Planning Domain: Life/Social Skills

e PF3.1 Friends disapprove of unlawful behavior (associates on a regular basis with more
than one friend who disapproves of unlawful acts such as stealing, physically hurting
others, vandalism, etc.).

e R3.2 Friends engage in unlawful or serious acting-out behavior (has one or more friends
or routine contact with peer(s) who actively engage in unlawful behaviors including
delinquency, substance abuse, or violent activities.).

e R3.3 Has friends who have been suspended or expelled or dropped out of school
(associates with one or more

e T3.5 Substance abusing friends (youth hangs out with one or more other youth who use
alcohol and/or drugs on a regular basis, for example at least several times per month).

4.0 BEHAVIOR ISSUES
Case Planning Domain: Offense Specific

e PF4.5 Involved in constructive extra-curricular activities (sports, clubs, student or religious
groups, practice of music, theater, or other arts).

e R4.10 Behavior hurts youth or puts her/him in danger (check if has been true at any time
in the past) (limit to physical harm or threat of harm; e.g., attempted suicide, riding in a
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vehicle with a teenage driver who had been drinking or using drugs, taking other excessive
risks).

5.0 FAMILY FUNCTIONING
Case Planning Domain: Family

e PF5.1 Communicates effectively with family members (shared communication is both
verbal and nonverbal and includes establishing and maintaining healthy relationship
boundaries).

e R5.2 Poor family supervision and control (family does not know where the youth goes,
what he or she does, or with whom, and has little or no influence in such matters).

e R5.4 History of reported child abuse/neglect or domestic violence.

e PF5.10 Has close, positive, supportive relationship with at least one family member (at
least one family member has a supportive relationship with the youth, encourages the
youth, and provides recognition for achievements).

6.0 SUBSTANCE ABUSE
Case Planning Domain: Substance Use

e R6.1 Substance use beyond experimental use (uses alcohol and/or other drugs regularly).
e R6.2 Current substance use is causing problems in youth's life (youth is having problems
with school, the law, family, friends or community related to alcohol/drug use).

7.0 ATTITUDES, VALUES, & BELIEFS
Case Planning Domain: Life Skills

e T7.3 Youth accepts responsibility for behavior.
e T7.6 Youth preoccupied with delinquent or anti-social behavior.
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Appendix C: Descriptive Overview of Juvenile Justice Placements

County Detention:

Detention centers operates 24 hours a day, 365 days a year within the guidelines and
requirements established by both Oregon State Statute and County policy

Detention provides a safe and secure environment for the temporary custody of delinquent
youth who:

©)

©)
@)
@)

Have been charged by law enforcement with attempting or committing an offense

Who present the highest risk to community safety

Have willfully failed to appear at one or more juvenile court proceedings

Are on juvenile probation and have failed to comply with one or more of the conditions of
probation

Youth receive education, counseling, medical services, physical education and recreation,
and cognitive and other skill development programs.

County Residential:

For Multnomah, the Juvenile Services division operates a wide array of programs for youth
requiring formal or informal community supervision. Programs exist for youth involved in
gangs, requiring drug treatment services, and with other specific needs. The Donald E. Long
Juvenile Detention Facility is staffed 24 hours per day, 7 days per week to provide a safe and
secure setting to detain youth ages 12-17 with an average population of 64 youth.

For Marion, County Residential in this project is referred to as the Guaranteed Attendance
Program (GAP).

o Staff-secured shelter care facility that serves youth who volunteer to participate in the
ninety-day program.

o Accommodates up to 30 youth at a time separated into two buildings for male and
female youth. The waiting list for a spot in the program averages between 15 and 25
youth at a time.

o The program operates afternoons through morning on weekdays and 24 hours on
weekends and holidays. All youth placed in the GAP program have day programs
elsewhere, including: public school, Marion County Alternative Programs, or jobs in the
community. The youth return to GAP daily in the afternoon and spend the evening and
night there.

o GAP began in November 1995 as a way to address the need for an alternative to
Detention where youth could be held accountable in a staff-secured setting, yet still
attend their daily programs. Since then the program has changed to a ninety-day
treatment program.
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OYA Residential Treatment

OYA Residential uses Behavior Rehabilitation Services (BRS) which improves the lives of
children and adolescents with debilitating psychosocial, emotional and behavioral disorders
by providing behavioral intervention, counseling, and skills-training services

Youth are committed by the County court to the Oregon Youth Authority for placement in a
residential treatment program

OYA contracts with private providers for residential treatment services and foster care. OYA
probation and parole officers supervise and coordinate case plans and services for youth
committed to Oregon Youth Authority and placed either in residential treatment programs or
Youth Correctional Facilities and continue from program or facility release to case closure

OYA Youth Correctional Facility (YCF)

Youth correctional facility programs provide the highest levels of security and structure within
the OYA close custody system. These facilities are sited across the state and serve varied
populations. Operating capacities vary from MacLaren Youth Correctional Facility serving 345
offenders to North Coast and Eastern Oregon Youth Correctional Facilities serving 25 each.
Youth live in group settings and many of their daily activities are conducted within living units.
A continuum of reformation and rehabilitative services are provided both by OYA employees
and contracted providers from the private sector.
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|Appendix D: Organized Skepticism of Oregon Pay for Success

OREGON CENTER
for PUBLIC POLICY

Because facts matter

MEMOFANDUM

TO: Subcommittes on Human Services of the Joint Committes on Wavs
and Means

cC: Sen, Richard Devlin and Rep. Peter Buckley

FROM: Janet Baner, Policy Analyst

DATE: May =1, 2015

RE: Concerns Regarding Social Impact Bond Financing of Pay for

Prevention, Included in HE 5o26, DHS Policy Option Package ogo

The Department of Human Services Policy Option Package ooo for HE 5026, in part to
provide $5 million in social impact bond financing for a pilot phase of a “Pay for
Prevention” program, raises a number of concerns.

The concerns expressed below relate only to the proposed financing mechanism — social
impact bonding, We support the human services component of the initiative; emploving
research-based preventive services that include rizorous quality assurance evaluation is
a promizing approach to social service delivery.

Thiz memo also recommends prudent means of financing the worthwhile preventive
intervention components of Pay for Prevention, as alternatives to the problematic
private investor financing scheme.

Concerns
Social impact bond financing has little track record

The financing concept currently contemplated for Pay for Prevention follows the model
of social impact bonds (SIBs), sometimes also referred to as social impact financing
(SIF) and pay for success (PFS). This model has attracted much interest in the
philanthropic, nonprofit and investment commmunities in recent vears. Proponents have
generated much written material promoting the approach.

Diespite the theoretical attention the SIB concept has received, research on their
performance is scant, This is becanse no successfully completed project exists thus far
anywhere in the world. While a number of jurisdictions across the United States have
considered social impact bonds or are condncting feasibility studies, just five involving
public contracts were operating as of 2014, of which none were completed to payout.:

204 Marth First, Suite €, PO Box 7 | Silverton, OR 97387-0007 | T 5038731201 | F 503,914.1746 | www.0cpp.org
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Social Impact Bond Financing
May 21, 2015
z|Page

Motably, the SIB program with the longest track record is abandoning the 5IB financing
structure. A prison recidivism intervention launched in 2010 in England plans to drop
the investor model once it scales up to a national program in favor of direct public
financing =

SIBs face difficulty attracting private investors

The fact that project proponents are asking the state for 55 million for the pilot is canse
for concern, as it subverts a premise of social impact financing.

Under the 5IBE model, private investors provide the up-front funding for prevention
activities, taking on risk in hopes of profiting later. This helps a state invest in
prevention without needing to divert resources from other programs, The model
envisions a successful intervention producing large savings to future state budzets,
enabling the state to pay the investor (reimbursement plus profit) and gain some of the
savings benefit for itself. In theory, investors are paid if the project achieves pre-
determined performance targets — targets that are expected to produce sufficient state
savings, If the intervention fails to meet the performance targets, investors are not paid.
In other words, the investors assume project risk.

When Oregon proponents in 2014 asked the legislature for the initial $6o0,000 start-up
investment, they stated, “These resources will leverage as much as 4.5 million in non-
government resources — more than a five-fold increase in the State’s initial
investment.”s The fact that proponents are now asking the legislature for $5 million
more suggests that the investor community is not chomping at the bit to participate as
proponents had assumed.

When I asked why Oregon was being asked to finance the pilot contrary to the model,
project coordinators told me that investors will not bite on a project at this stage unless
they know that funds are available to secure a contract. I was told the requested 55
million will serve as collateral while project managers continue to seek private
investment.+ Although I was able to get these details from the project’s coordinators, I
found no publicly available information detailing this role of the requested S5 million.
Thnus, as currently set forth, it is unclear what will happen to the $5 million and the pilot
if private investors are not found.

Analysts observe that 51Bs have had difficulty attracting private capital.s Philanthropic
capital has been the primary source of capital for such projects. In general, the few
private equity partmers involved in SIBs have required a third party guarantor, tvpically
a philanthropist, to backstop their risk.®

The lack of a strong market for SIBs i= a concern for scaling up an Oregon project
following the pilot, Philanthropic equity is unlikely to be sufficient to finance a project of
substantial scale.”
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The Oregon project lacks a financing plan

Oregon lacks a financing plan showing that the pilot pencils out. Project coordinators
testified in April that the economic modeling for the pilot is not yet complete.®

The project needs a financing plan that demonstrates that the social service intervention
will generate sufficient savings to the DHS budget to allow the state to pay for the
project costs in time to make the payout payments when they are required.

A completed financing plan should be a prerequisite for deciding to commit public funds
for thiz pilot. Moreover, since the rationale for the pilet iz a scaled up intervention,
Oregon should also mow require a draft financing plan for a scaled up program to assess
whether a larger program could potentially succeed. It makes little sense to invest in a
pilot if a larger program does not appear to be feasible.

The Oregon project is not likely to save the state money

At the risk of stating the obviouns, SIBE financing would not save the state money as
compared to direct state financing of a prevention program, becanse SIBs involve
considerable administrative and transaction costs.

As previously mentioned, under the hypothesis of the SIE model, by the time the
program is completed and it's time to pay the investors, the budget savings are more
than enough to cover the added costs involved in a SIB, resulting in savings to the state.
That is the theory,

In practice, however, state net savings are difficult to achieve. The social intervention
chosen mmst meet a number of narrow criteria to be appropriate.s Indeed, even SIB
proponents assert that it is difficult to find interventions that fit the criteria and truly
pay for themselves, =

Ome factor is simply that SIBs are costly to implement. They are complex and involve
new expenses — a project intermediary, risk management for all parties, contract design
and implementation, an evaluator and an independent assessor. And, of course, there is
the cost to the state of the profit garnered by the investors.

Angther factor is that any budget savings need to be “cashable,” meaning the relevant
program budgets must actually shrink and do so within the timeframe of the SIB
contracts, This may prove difficult when savings are dispersed among multiple state
agencies or other levels of sovernment not party to the contract, or when savings take
longer to accrue than investors are willing to wait,” The experience elsewhere shows
that SIE investors are requiring pavment within four to six years,==

In short, there iz reason to question an assumption about the ability of SIE projects to
improve a state's bottom line, s
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S1Bs may do little to overcome a lack of state funds for prevention

In the casze of the Oregon pilot, the $5 million general fund request imposes near-term
budget pressures. The pilot project would take resources away from current programs,
the very thing proponents claim SIEs enable states to avoid.

Regarding SIBs generally, public acconunting rules may require Oregon to budzet for the
potential pavout payvments with advance appropriations, perhaps over several biennia.+
As snggested above, payout periods mav not extend more than two to three bisnnia
{zince payouts may be due within four to six vears). Thus, Oregon may need to allocate

significant sums from current and near-term budgets. For a scaled up program, these

advance appropriations wonld most certainly be large.

Ewen if a state’s own mles do not compel] it to budget for future risk, investors may
require it. Some investors have exprezsed uncertainty about government’s ability to
commit to making sizable firtture payvouts.s To ally its investor’s concerns,
Massachusetts chose to make regular appropriations to a separate fund over the life of

its SIB contract.

Oregon may have constitutional limits on committing funds beyond one biennium via
an appropriation, If so, Oregon would be unable to make the advance appropriations

commitments investors might desire.

S1Bs may not actnally reduce the state's risk

Dioes SIB financing actually reduce risk to the state, as the model suggests? Analvsts
with the State of Maryland, which was considering whether to pursue a 5IB, examined

that question and found significant concerns.

The Marvland analvsts found no tangible examples of significant
rizk shifting away from governments involved in SIBs.7 In the
abszence of an established SIB market for high-risk instruments
to finance govermment social programs, the state wonld end up
incurring substantial costs in protecting against risk in the
course of designing the program, selecting partners and
designing contracts.

Marvland’s evalnation noted that the complex, high-stakes
conftracts with investors and others create new risks for the
state.# Take, for example, the evaluation component. A 5IB
contract depends upon an independent evaluator definitively
showing whether the program caused the target ontcomes to
occur, There's a lot of money riding on that evaluation. The risks
to the state include a flawed evaluation that results in erroneons
state payonts or in other parties contesting when payouts are
found not to be required.

Marvland ultimately choze not to pursue a 5IB.

“This ‘money-back
guarantes’ has been very
attractive to governments....
But in the longer mn, it may
be necessary for
governments to share more
of the failure rick... The pocl
of capital available and the
number of policy areas
where it will be possible to
convince investors to take
on all of the risk are likely to
be imited.”

—Hunna Azernati, ef @ “Socia
Tmprct Bomnder Lessons Lecermed
So Far, Comrerurity Divelaprnent
Trosectrmeenet Revdeww, Viduomee ¢,
T 8, 2003, p. 3.
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Further, contract partners would need to accept arrangements preventing early
termination if risk were to actnally shift away from the state to other partners, The
Marvland analysts noted that in the event partners cancel a contract, there could be
strong political, ethical and administrative reasons for continuing a program.*® Without
such an agreement, the government could be left responsible for a potentially
underfunded or unsuccessful enterprize. It is unknown whether partners would accept
such terms preventing exit,

In fact, non-governmental SIB partners have shown interest in limiting their risk.2c In
Massachusetts, for instance, investors have a termination clanse whereby they can
cancel early if the project is not performing well, =

Partial pavout clauses and renegotiation features in proposed contracts elzewhere limit
the degree to which risk is actnally shifted away from the state.22 Coordinators for the
Oregon project have mentioned partial pavment could be a feature of Oregon
contracts.=3

In any case, a thorough risk review of the Oregon pilot project would be prudent.

Opportunities
Oregon can capture the benefits of prevention without SIE financing

Oregon could vigoronsly pursue performance-based human services contracts withomt
uszing private investor financing, Oregon has already embraced this approach in its
health care transformation effort.

Additionally, Oregon could allocate a share of human services program funding for on-
going, independent, data-driven program evaluation and quality improvement
irrespective of how programs are financed. We recommend making this investment to
increase program effectivensss,

In fact, private investor financing is not a prerequisite for accomplishing the particular
preventive interventions envisioned under the Pay for Prevention proposal. Oregon
could effectively implement the interventions developed to date for the pilot without the
involvement of Wall Street.

Oregon could overcome the problem of nnder-investment in prevention in
other wavs

Oregon could boost its direct funding of human services prevention activities and assure
their continuation even during difficult budget times. The most prudent approach would
be to make a particular preventive intervention, whether a pilot or expanded program, a
budget priority. The budget outlavs for a direct-funded approach may differ little from
the biennial advance payments a SIB might require.

Such an effort could also be supported through a robust rainy day fund.
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Short of these most prudent direct spending approaches, Oregon conld explore
conventional methods of state borrowing,

Any of these approaches would be more cost-effective than a 5IE, as they would allow
the state to capture more if not all of the savings from interventions and would allow the
state to avoid incurring significant new risk.

Conclusion

The financing approach currently contemplated for the Pay for Prevention pilot and a
scaled up Oregon project raises a number of concerns, The proposal calls for a close look

at its financing arrangement, specifically, the feasibility of achieving private financing,
the likelihood of state net savings and a thorough assessment of state risk.

The state should also evaluate a SIB financing proposal against other means of financing
pricrity preventive interventions.
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Appendix E: Tough Questions on Pay for Success: Core Criticism of the Model

1. PFS forces governments to pay private investors a high rate of return to fund programs
that could be paid for directly by government at a lower cost to taxpayers. (Wall Street
Bankers shouldn't be making a profit off the backs of people in need.)

The reality today is that high-impact service providers don’t have access to the funding
they need.

This is primarily due to the fact that government support for social programs isn’t always
tied to results. But it's also because governments tend not to fund the entire cost of a
program up front, leaving service providers with an uncertain and inadequate funding
stream.

Pay for Success solves these problems by tapping private funders to fund the full up-front
costs of the program and by establishing performance goals that allow all partners to track
outcomes over time.

The private funders recoup their original investment only if the program succeeds in
meeting the performance goals set out by independent project managers. If the program
exceeds the performance goals, the private funders earn a modest return.

Because Pay for Success typically focuses on funding preventative services, their success
saves governments money by reducing their need to spend down the road on more costly
programs. The longer-term savings more than offset the slightly higher costs of a PFS
project.

By embracing the Pay for Success model, more funding will go to programs that work,
more lives will be improved, and more accountability will drive smarter government
spending.

2. PFS does not shift the risk of funding social programs from taxpayers to investors. In
reality, PFS funding is directed almost exclusively to programs that are already proven
to work, representing little-to-no risk to investors. (“PFS doesn’t deliver on its promise—
it’s selling taxpayers a bill of goods.”)

The investments made by private funders to fund the full up-front costs of a program are
absolutely at risk. There is no guarantee whatsoever that the program will meet or exceed
the agreed upon metrics, which are established collaboratively by service providers,
government, and independent project managers, and set at ambitious but achievable
levels.
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e But this misses the larger point, which is that government should be allocating greater
resources to social programs that actually work.

e Pay for Success expands funding for effective social programs by tapping new private
investments to cover the up-front costs of the programs.

e By tracking outcomes over time, governments gain access to better information about the

effectiveness of programs and have the ability to make smarter decisions about future
spending, because independent project managers establish performance goals for the
programs that must be met for government to repay the upfront investment.

e Pay for Success helps drive resources toward programs that actually work, delivering
better outcomes for people in need and improved accountability for spending.

. PFS siphons money from social programs to pay a range of third parties that are

needed to “manage” the projects. That means less money for people in need and more

costs to taxpayers. (“PFS lines the pockets of intermediaries at the expense of people in
need.”)

e People in need deserve access to programs that actually work.

e The benefit of Pay for Success is simple: it expands funding for effective social programs

by tapping new private investments to cover the up-front costs of the programs.

e Taxpayer dollars are protected, and governments have the ability to make smarter

decisions about future spending, because independent project managers identify high-

performing providers and establish performance goals for the programs that must be met

for government to repay the upfront investment.

e Far from delivering less money and more costs to taxpayers, Pay for Success does
exactly the opposite by driving greater resources toward programs that actually work,

delivering better outcomes for people in need and improved accountability for spending.

. PFS forces nonprofits and charities to focus on hitting metrics rather than helping
people. (“PFS is like education reform — it forces service providers to game the
numbers rather than focusing on people”)

e All parties involved in a Pay for Success program, including the nonprofits and charities,

have a shared goal: to improving the lives of people in need.
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While not every aspect of achieving that goal can be precisely measured, we do have
better tools than ever to measure outcomes and track them over time.

Doing so does not detract from a focus on individuals—it is a compliment to that
commitment, helping drive more resources towards those programs that are truly making
an impact for the people and communities they are meant to serve.

The flexible and reliable multi-year funding provided to service providers through Pay for
Success allows them to structure programs to serve the unique needs of the communities
in which they work, without having to worry about constantly fundraising.

Additional Questions

Won’t this end up costing taxpayers more, when projects are successful?

No, for two reasons: If programs are unsuccessful, taxpayers don’t pay anything. If they
are successful, taxpayers do pay back the initial investment, plus a modest return, but that
cost is more than offset by the savings incurred over the course of the program.

Pay for Success helps drive resources toward programs that actually work, delivering
better outcomes for people in need and improved accountability for spending.

How do you know the projects will be successful?

Like all social programs, when Pay for Success programs are launched we cannot be
certain they will be successful—but unlike other programs, with Pay for Success taxpayer
dollars will only be spent if the program actually does measurably improve the lives of
those it is meant to help.

In order to maximize the likelihood of success, Pay for Success programs are thoughtfully
created with all the different organizations involved having a voice in setting goals and
expectations.

Pay for Success also taps upfront, reliable, and flexible funding for service providers,
allowing them to design programs that uniquely serve the communities in which they work.
These programs typically include provision of integrated services aimed at changing
outcomes for people and families, which help prevent longer-term problems down the
road.

Who decides the metrics for success?
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All the partners who are involved in each unique Pay for Success program work
collectively to set goals for success.

This work is facilitated by independent project managers that coordinate the diverse
partners involved in a Pay for Success project and helps the partners work together to set
goals that reflect true success for the program, yet are also realistically achievable.

What happens if the Pay for Success program doesn’t achieve its outcomes?

If the program does not achieve its target results, taxpayers do not need to repay those
who made the original investment. This model ensures that taxpayer dollars are being
spent only on programs that actually work.

However, the goal of Pay for Success is always to drive resources toward programs with a
proven track record of success that have the highest potential for achieving better
outcomes for people, families, and communities.

Why are private funders interested in funding Pay for Success projects?

More than ever, funders are seeking creative opportunities to put their money to work in
ways that are proven to help people in need. Private funders have limited opportunities to
make investments that measurably improve lives and offer the potential of making their
money back or even realizing a modest return. PFS offers funders the opportunity for that
kind of win-win situation, while also growing the pool of resources available for high-impact
service providers.

With this new model, funders will know the outcomes of the programs they are funding,
while also giving back to their communities in meaningful ways by investing in proven
preventative interventions that improve lives.

Funders of PFS programs leverage significant resources for providers to track outcomes
over a longer period of time and demonstrate a meaningful impact for individuals and
communities.

Why should we trust financial institutions to solve problems government hasn’t been able

to?

Pay for Success is ultimately about finding innovative ways to solve social problems. It is
about bringing together a wide range of stakeholders including service providers,
government, independent project managers, and funders to create a platform where
outside investment can be used to support programs that measurably improve people’s
lives.

110



We know that governments face significant budget constraints, making it harder to allocate
necessary funding to help those in need. Pay for Success makes it possible for
communities to deliver larger scale and better services for people most in need, without
additional burdens on taxpayers.

Funders play a significant role in Pay for Success projects by providing the investment
required for the programs to get off the ground. However, the role of the funder is very
clearly defined and limited in scope. Government, service providers, community
organizations, and the project managers that bring it all together ultimately drive the
project forward.

Private funders are looking for innovative and meaningful ways to make a difference. Pay
for Success gives them an opportunity to invest in their communities by supporting high-
quality programs that improve the lives of people in need, with the ultimate goal of
receiving both a financial and social return.

Doesn’t the focus on established service providers work to exclude those nonprofits
without the upfront working capital to plan and design projects?

Not at all. The goal of Pay for Success programs is to support innovative nonprofit service
providers who are working to address some of the biggest social issues of the day. By
expanding funding for high-quality programs that actually deliver results, Pay for Success
gives service providers an opportunity to scale resources in a way that they never could
before, bringing significant new capital to traditionally under-resourced issues.

What is the rate of return for funders in a Pay for Success project?

Private funders are looking for innovative and meaningful ways to make a difference. Pay
for Success gives them an opportunity to invest in their communities by supporting high-
quality programs that improve the lives of people in need, with the ultimate goal of
receiving both a financial and social return.

If the program is successful in delivering services, the government repays those who
made the original investment. If, and only if, the program exceeds the pre-determined
outcomes, the government pays a small return on the investment.

If the program does not achieve its target results, government does not repay those who
made the original investment. This model ensures that taxpayer dollars are being spent
only on programs that actually work.

At the highest level, the rate of return for this project is XX%. (Or: You can refer to our
project fact sheet about the specific terms of the project.) However, because returns are
paid only at the highest levels of success, the longer-term savings more than offset the
modest rate of return paid.
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Is it possible that through the PFS model, private capital might overly influence the
decision-making and priorities of government?

Pay for Success projects start with government identifying a problem that needs to be
solved. The process of setting up a Pay for Success project is a highly collaborative effort
involving government, service providers, community organizations, funders, and a project
manager that helps bring it all together.

One of the benefits of Pay for Success is the ability to provide upfront, reliable, and flexible
funding to service providers, giving them an opportunity to scale resources and reach
more people. This allows government to work in partnership with nonprofit service
providers and private investors to effectively address deep-seeded social problems.

All Pay for Success projects are tracked by an independent evaluator, which ensures that
the project is working toward meeting and exceeding its goals, while also monitoring that
the program is being implemented as agreed upon by all partners in the project.

How are you working to prevent false reporting by service providers?

Independent project managers evaluate service providers throughout the duration of the
contract. Goals are set collaboratively with service providers to ensure they are ambitious,
yet realistic performance measures that strengthen the program and the services it
delivers.

By embracing the Pay for Success model, service providers across the country can gain
access to more funding for the most effective programs, allowing them to better fulfill their
missions and reach more people in need.

How will changes in political landscapes affect the success of PFS projects?

Pay for Success projects are usually designated for specific time frames that can span
several years, and are agreed upon by all interested parties, including the service
provider, government, private investors and independent project managers. By design,
changes in political landscapes should not affect Pay for Success projects once they are
launched.

Pay for Success projects have been launched or are in development in diverse areas of
the country and have been championed by elected officials across party lines.

What is the role of government vs. that of the private sector to solve our greatest societal
issues?
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e The premise of Pay for Success programs is to bring together uncommon partners for the
common good.

e Private funders help enable these innovative collaborations that support a better, more
robust partnership—between government, service providers, community organizations,
and independent project managers—to solve society’s biggest challenges. By combining
the expertise of all partners, Pay for Success helps drive resources toward programs that
actually work, delivering better outcomes for people in need and improved accountability
for government spending.
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Appendix F: Service Provider Request for Information (RFI) Template

INTERNAL NOTE: The template included below is a component of the government RFI
processes. The contents highlight RFI Purpose (brief background), the county’s priorities (target
population, outcomes, and necessary intervention components), and requested information
(proposed services, impact measurement, service costs, evaluation, and data access).

For completion of the RFI process, government should consider standard legal language for
public records, RFI disclosure, and any other legal requirements. Lastly, consideration should be
given for the submission timeline (time for follow up questions or hosting of any meetings for
respondents) and vendor response requirements (automated/digital response template or paper
submissions).

PURPOSE

The purpose of this Request for Information (RFI) is to help Marion County (“County”)
obtain information regarding intensive in-home interventions for youth at risk of an out-of-home
placement that would be well suited for an outcomes-based contract. The County seeks to
implement an outcomes-based contract to fund services for at-risk youth in the County. The
County seeks to obtain information on promising interventions that have a strong evidence base
or research driven best practices to support achievement of desired outcomes.

COUNTY'’S PRIORITIES

Marion County Juvenile Department is seeking to provide intensive in-home intervention
for youth at risk of out-of-home placement. With this intervention we expect the target youth
(described below) to have fewer new criminal referrals, reduced out-of-home placements,
engagement or re-engagement in education or vocational training and stability in their home
community.

A. Target Population

Eligible youth will meet the following criteria:
1. ages 13 through 18
2. placed on county probation
3. assessed as medium through high-risk based on Juvenile Crime Prevention (JCP) criteria
(see Appendix A)
4. have 8 or more of these 15 specific JCP items:
a) Substance use beyond experimental use (uses alcohol and/or drugs regularly)
b) Current substance use is causing problems in youth's life (youth is having problems
with school, the law, family, friends or community related to alcohol/drug use)
c) Youth accepts responsibility for behavior
d) Youth pre-occupied with delinquent or anti-social behavior
e) Friends disapprove of unlawful behavior
f) Friends engage in unlawful or serious acting-out behavior
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g) Has friends who have been suspended or expelled or dropped out of school

h) Substance abusing friends

i) Communicates effectively with family members (both verbal and nonverbal shared
communication with healthy relationship boundaries)

J) Poor family supervision and control (don't know where youth goes, what youth
does, and has little influence in such matters)

k) Has close, positive, supportive relationship with at least one family member

[) Significant school attachment/commitment (has significant involvement/commitment
to school)

m) Academic failure (recently failed, or currently failing two or more classes)

n) Family actively involved in helping youth succeed in school

0) Involved in constructive extra-curricular activities (sports, clubs, music, theater, arts,
etc.)

Based on historical trends, the eligible target population is estimated to be approximately 100
county youth throughout the duration of a calendar year. As a voluntary service, we expect less
than that number to accept services.

B. Intervention

The County will choose interventions that are evidence-based, or utilize research driven best
practices and have demonstrated success in achieving measurable outcomes that can be scaled
up while maintaining fidelity to the intervention model.

Mandatory requirements of a successful intervention are as follows:
1. Bicultural/bilingual competency in service delivery
2. Intensive services delivered in an in-home setting
3. Capacity to serve youth throughout Marion County
4. Willingness to participate in rigorous impact evaluation (e.g. propensity score matching)

C. Outcomes

The County has identified the following outcomes for the target population to be measured in any
contract:
1. Reduction in out-of-home placements:
a) County Detention
b) County Guaranteed Attendance Program (GAP)
c) Oregon Youth Authority Residential
d) Oregon Youth Authority Youth Correctional Facility
2. Reduction in new Criminal Referrals
3. Improvement in Social Impacts of Juvenile Offending
a) Reduction in alcohol and other substance use
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b) Increase in attendance, credit accumulation, grades, pro-social behavior, and
positive peer association

INFORMATION REQUESTED

In line with its outlined priorities, the County requests the following information from
providers of juvenile justice interventions that would be well-suited for an outcomes-based
contracting model. Please be as specific as possible in responding to the questions below and
provide relevant information:

A. Proposed Services.

Target Population
1. Please respond to each of the following components regarding your organization’s existing
and proposed program(s):

a) Describe how your organization proposes to address risk factors of the youth in the
Target Population defined in Section A of the County’s Priorities, and their families
to achieve the desired outcomes.

b) Describe how your organization proposes to increase positive youth development
factors, strengths, and assets in the Target Population defined in Section A of the
County’s Priorities, and their families to achieve the desired outcomes.

2. Given the estimated eligible population that might volunteer for the intervention:

a) Describe how your organization will provide the intervention to the maximum
number of youth volunteering and what your organization’s capacity is to deliver the
service.

b) Describe how your organization will make the service available to meet the needs
of eligible youth from any city or community within Marion County.

Intervention

1. Briefly provide an overview of the existing or proposed program components, and the
evidence, research, or promising practice basis for the service/interventions provided.

a) If your organization provides this service currently or has done so in the past,
describe how the intervention services are delivered. If your organization has not
provided this intervention, describe the proposed service delivery model.

b) Describe how your organization meets the needs of monolingual Spanish youth and
families, and delivers services in accordance with accepted culturally competent
service delivery.

c) Describe how your organization meets the needs of families and provides youth and
family support outside of traditional business hours.
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d) Describe the length of the program and how successful completion of the program is
identified or defined.

B. Impact Measurement.
The specific outcomes of interest to the County are detailed in Section C of County’s Periorities.

1. Describe how your organization anticipates achieving the outcomes outlined in Section C.

2. Describe your organization’s capacity to evaluate the service delivery and the program
development design process to target interventions to achieve the desired outcomes.

C. Service Costs.

1. Provide a budget for the services delivered on the form provided with this RFI (Attachment
“XYZ”). Include in your budget narrative descriptions and explanations of the FTE and
positions required, calculations for materials and services, and a justification of any
indirect costs. In addition, identify the cost per participant.

D. Evaluation.

1. Describe any experience your organization has with independent/third-party evaluators.
Include challenges arising during evaluation and lessons learned.

E. Data Access

1. What mechanisms does your organization rely on to track and evaluate outcomes?
Distinguish between handwritten notes, digital data, or government records to which your
organization has access.

2. If your organization currently accesses government data, describe the sources and how
your organization uses them. If your organization does not currently access government
data, what sources will support more effective targeting of the intervention and
measurement of outcomes?

3. Describe how your organization will track achievement of the outcomes described in
Section C.

4. What experience does your organization have with handling protected data (FERPA,
HIPAA, etc.)?
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Appendix G: Evaluator Process & Requirements

INTERNAL NOTE: This document and all evaluator work stream should be undertaken once the
following are completed: 1) agreement on target population and outcome definitions, 2) service
provider identification and 3) finalized structure and duration of intervention.

The template included below is a component of the evaluator selection processes. The contents
highlight RFI Purpose (brief background), the county’s priorities (target population, outcomes,
and necessary intervention components), and requested information (evaluation design, relevant
data, service costs, evaluation provider).

For completion of the RFI template, government should consider standard legal language for
public records, RFI disclosure, and any other legal requirements. Lastly, consideration should be
given for the submission timeline (e.g. time for follow up questions or hosting of any meetings for
respondents) and vendor response requirements (e.g. automated/digital response template or
paper submissions).

PURPOSE

The purpose of this RFI is to help Marion County (the County) obtain information to
support procurement of third-party evaluation services for juvenile justice programs. The County
seeks to implement an outcomes-based contract to fund services for at-risk youth in the County.
A concurrent RFI has been issued to obtain information on promising programs and interventions
that have a strong evidence base to support achievement of desired outcomes.

COUNTY’S PRIORITIES

Marion County Juvenile Department is seeking to provide intensive in-home intervention
for youth at risk of out of home placement. With this intervention we expect the target youth
(described below) to have fewer new criminal referrals, reduced detention admissions,
engagement or re-engagement in education or vocational training and remain in their home
community.

The target population to be served in the intervention are youth who meet the following
criteria:
1. ages 13 through 18
2. placed on county probation
3. assessed as medium through high-risk based on Juvenile Crime Prevention (JCP) criteria
(see Appendix A)
4. have 8 or more of these 15 specific JCP items:
a) Substance use beyond experimental use (uses alcohol and/or drugs regularly)
b) Current substance use is causing problems in youth's life (youth is having problems with
school, the law, family, friends or community related to alcohol/drug use)
c) Youth accepts responsibility for behavior
d) Youth pre-occupied with delinquent or anti-social behavior
e) Friends disapprove of unlawful behavior
f) Friends engage in unlawful or serious acting-out behavior
g) Has friends who have been suspended or expelled or dropped out of school

118



h) Substance abusing friends

i) Communicates effectively with family members (both verbal and nonverbal shared
communication with healthy relationship boundaries)

J) Poor family supervision and control (don't know where youth goes, what youth does, and
has little influence in such matters)

k) Has close, positive, supportive relationship with at least one family member

[) Significant school attachment/commitment (has significant involvement/commitment to
school)

m) Academic failure (recently failed, or currently failing two or more classes)

n) Family actively involved in helping youth succeed in school

0) Involved in constructive extra-curricular activities (sports, clubs, music, theater, arts, etc.)

Based on historical trends, the eligible target population is estimated to be approximately 100
county youths throughout the duration of a calendar year. As a voluntary service, we expect less
than that number to accept services.

The County will choose programs that are evidence-based and have demonstrated success in
achieving measureable outcomes, that can be scaled up while maintaining fidelity to the program
model.

Mandatory requirements of a successful program are as follows:
5. Bicultural/bilingual competency in service delivery
6. Intensive services delivered in an in-home setting
7. Capacity to serve youth throughout Marion County
8. Willingness to participate in rigorous impact evaluation (e.g. propensity score matching)

The County has identified the following outcomes for the target population to be
measured in any contract:
4. Reduction in out-of-home placements:
a) County Detention
b) County Guaranteed Attendance Program (GAP)
c) Oregon Youth Authority Residential
d) Oregon Youth Authority Youth Correctional Facility
5. Reduction in new Criminal Referrals
a) Improvement in in Social Impacts of Juvenile Offending Reduction in alcohol and
other substance use
b) Increase in attendance, credit accumulation, grades, pro-social behavior, and positive peer
association

EVALUATOR RESPONSIBILITIES

In order to ensure that the County only pays for services that achieve the stated outcomes,
the County will also procure an evaluator to measure these outcomes for youth receiving the
intervention. The anticipated evaluation process is included below.

1. Work with County to establish data sharing agreement(s) across government data bases
and/or with a service provider
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. Acquire and merge data from multiple sources (e.g. Juvenile Justice, Education, Service

Provider etc.) to create unified view of youth

Design an appropriately rigorous statistical analysis method (without random assignment of
services) to evaluate the effectiveness of the intervention. Compare outcomes for youth
receiving contracted program against expected outcomes, propensity matched control group,
or other estimate of the counterfactual to assess if statistically significant improvements are
produced.

Execute the program evaluation reporting by presenting the degree of impact of the
intervention on the outcomes of interest. These estimates may be the basis for payments for
the intervention.

Generate report on outcomes to determine whether contractual conditions for outcome
payments have been met.

The County views prior experience with juvenile justice research in Oregon as a prerequisite for
successfully completing the evaluation.

INFORMATION REQUESTED

In line with its outlined priorities, the County requests the following information from

interested parties on evaluation options that would be well-suited for an outcomes-based
contract. Please be as specific as possible in responding to the below questions and provide
relevant information:

A.

Evaluation Design. Based on the project design and outcomes described above, propose an
evaluation methodology best suited to attributing impact to the intervention without using
randomized assignment for services. Please describe your experience with any evaluation
methodologies recommended.

. Relevant Data. Marion County expects to provide a data-access agreement with evaluators

for Juvenile Justice Information system data. Provide a description of what other data would
be required for your proposed methodology. Please identify where you expect to acquire
those data and include description of any prior data-access agreements you have completed
for other projects.

Evaluation Costs. Provide a budget for evaluation services on the form provided with this
RFI (Attachment “XYZ”). Include in your budget narrative descriptions and explanations of the
FTE and positions required and a justification of any indirect costs. In addition, identify the
cost per participant, if the size of the population served impacts the total costs.

Evaluator Qualifications. Please describe your organization’s capacity to deliver the
services discussed in the Evaluator Responsibilities section. In that description include the
following:
1. The Institutional Review Board structure used to oversee human subjects research.
2. Relevant experience with public sector clients or juvenile justice interventions,
specifically in the state of Oregon.
3. If available, share a sample evaluation report.
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Appendix H: Cost

of Placement in OYA Residential and YCF

Percentage of

Average Average OYA Youthin | Average

Length of Cost per Day that Cost per Cost Per Youth x
Placement Type Stay (Days) | (General Fund) placement Youth % of OYA Population
OYA Correctional 350 $290 40% $101,500 $40,600
Facility
OYA Residential o
(BRS Level 5) 250 S115 60% $28,750 $17,250

Total Estimated Cost Per Youth $57,850

Source: Oregon Youth Authority. Research and Evaluation. Evaluation of rates of escalation to OYA among Multnomah County youth enrolled in
the Youth Villages Intercept Program. March 2016 Table 7
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| Appendix |I: Oregon Victimization Costs by Crime Type

Taxpayer and Victimization Costs of Crime in 2011 Inflation Adjusted Dollars

Taxpayer Costs
Aggravated
Homicide [Sex Robbery [Assault Property |Other

Arrest (per arrest) $701 $701 $701 $701 $701 $701
Conviction (per conviction) $159,340 $19,628 $10,316 $5,100 $210 $210
Probation (annual cost) $2,570 $2,570 $2,570 $2,570 $2,570 $2,570
Post-Prison Supenvision (annual cost) $4,139 $4,139 $4,139 $4,139 $4,139 $4,139
Dept. of Corrections (annual cost) $14,235 $14,235 $14,235 $14,235 $14,235 $14,235
Jail (annual cost) $15,697 $15,697 $15,697 $15,697 $15,697 $15,697

Victimization Costs
Out of Pocket (per victimization) $768,347 $5,788 $3,437 $9,064 $2,002 n/a
Quality of Life (per victimization) $8,794,894 $206,498 $5,184 $13,997 $0 n/a

Source: Oregon Criminal Justice Commission. Cost-Benefit Methodology. July 2011
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| Appendix J: County Administrative Cost for New Criminal Referrals

Probation Administrative Cost for New Criminal Referrals after Probation Placement

(A) (B) (C) (D) (E)

Probation Annual hours Imputed Hours required to Cost of administrative time
officer salary | at 40 hours a | hourly wage process criminal for criminal referral
with benefits week (=A/B) referral with petition (=C x D)

$102,740 2,080 $49 8 $392

Source: Marion County

123




Appendix K: Restitution Amount per Criminal Referral

Jan-June 2013 July-Dec 2013 Jan-June 2014 July-Dec 2014 Average

# of youths 23 18 16 26 21
Total $ restitution $60,893 $143,814 $9,184 $40,234 $63,531
S/ crime $2,648 $7,990 $574 $1,547 $3,190

Source: Marion County

For purposes of the cost / benefit analysis, using $3,200 as average restitution amount

Incidence of Restitution Offenses Among Target Population Youth

Target Population 2013 2014 Avg
Youth with offense resulting in restitution 41 42 42
Probation eligible youth 114 113 114
Percent of population with restitution 36% 37% 37%

Source: Marion County

For the purposes of the cost / benefit analysis using 40% as incidence rate
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Appendix L: Criminal Referrals per Youth on Probation by Placement Type

Prior to Placement After Placement
Detention 2.0 0
GAP 3.3 1.8
OYA 3.9 1.5
YCF 3.7 1.0

Total

2.0
5.1
5.4
4.7

Source: Marion County

Note: Youth can age out of juvenile system. Arrests after age 17 are not reflected here.
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Appendix M: Total Cost Assumptions in Absence of an Intervention (by
Scenario)

Scenario A: Marion County Youth - Marion County End Payments

STATUS QUO

(A) (B) (C) (=AxBxC)
Headcount Length of Stay Placement Cost per Day per Youth Total Placement Cost
Annual OQutcome Metric
Qutcome Youths over 2 years County State  Federal Total County State Federal Total
Placement Days
Detention 70 21 $ 352 - - 8 352 $ 517 440 - -8 517,440
GAP 30 75 $ 103 - - % 103 $ 231750 - -|$ 231,750
OYA Residential 15 180 = = = = = = =
YCF 8 254 = = - = = = = =
Total - 715 § 749,190 § -5 -|$ 749,190
Criminal Referrals New Referrals
Detention 70 20 1,134 $ 158,760
GAP 30 51 1134 % 173502
OYA Residential 15 54 1,134 $ 91,854
YCF 8 47 1,134 $ 42638
Total 75 $ 466,754
Social Benefit - Restitution Incidence per Referral
Youth 75 40% 3,200 96,000
Total 75 $ 96,000
TOTAL
Detention 70 $ 517,440 - - $ 772200
GAP 30 $ 231,750 - - § 405252
OYA Residential 15 - - - § 91854
YCF 8 - - - $ 42638
Total 75 $ 749190 $ - $ - $1,311,944
Note:

Headcount and lenath of stav are based on Exhibit 10 with adiustment for voluntarv entrv

Cost per dav fiaures are based on averaoes for Marion Countv and Oreaon Youth Authority (2015)
New referrals durina probation period is based on Marion Countv vouth (2012-2014)

Restitution amount and incidence based on Marion County youth (2013-2015)

126



Scenario B: Marion County Youth - State-Level End Payments

STATUS QUO

(A) (B) (C) (=AxBxC)
Headcount Length of Stay Placement Cost per Day per Youth Total Placement Cost
Annual Qutcome Metric
Outcome Youths over 2 years County State  Federal Total County State Federal Total
Placement Days
Detention T0 21 $ 352 - -3 352 $ 517440 - -1% 517,440
GAP 30 75 $ 103 § 160 - 8 263 $ 231,750 $ 360,000 -|1% 591,750
OYA Residential 15 180 - % 115 - % 115 - % 310,500 -|$ 310,500
YCF 8 254 - % 290 - % 290 - % 589,280 -|% 589,280
Total 75 $ 749,190 $1,259,780 $ - | $2,008,970
Criminal Referrals New Referrals
Detention 70 20 1,134 $ 158,760
GAP 30 51 1,134 $ 173,502
OYA Residential 15 54 1,134 $ 91,854
YCF 8 47 1,134 $ 42638
Total 75 $ 466,754
Social Benefit - Restitution Incidence per Referral
Youth 75 40% 3,200 96,000
Total 75 $ 96,000
TOTAL
Detention 70 $ 517,440 - - § 772200
GAP 30 $ 231,750 $ 360,000 - § 765252
OYA Residential 15 - % 310,500 - § 402354
YCF 8 - % 589,280 - $ 631918
Total 75 $ 749,190 $1,259,780 $ - $2571,724
Note:

Headcount and lenath of stav are based on Exhibit 10 with adiustment for voluntarv entrv_
Cost per dav fiaures are based on averaoes for Marion Countv and Oreaon Youth Authority (2015)

New referrals durina probation period is based on Marion Countv vouth (2012-2014)

Restitution amount and incidence based on Marion County youth (2013-2015)
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Scenario C: Marion and Multhomah Counties Youth - State-Level End Payments

STATUS QUO

(R) (B) <) (=AxBxC)
Headcount Length of Stay Placement Cost per Day per Youth Total Placement Cost
Annual Qutcome Metric
Qutcome Youths over 2 years County State Federal Total County State Federal Total
Placement Days
Detention 70 21 352 - - % 352 $ 517440 - -|$ 517,440
GAP 30 75 103 § 160 -8 263 $ 231,750 $ 360,000 -|$ 591,750
OYA Residential 33 180 - % 115 - 8 115 - % 883100 -1% 683100
YCF 17 254 - % 290 - 8 290 - 51252220 - | $1,252 220
Total 165 $ 749190 §$2,295320 $ - | $3,044,510
Criminal Referrals New Referrals
Detention 70 20 1,134 $ 158,760
GAP 30 51 1,134 $ 173,502
QOYA Residential 33 54 1,134 $ 202,079
YCF 17 47 1,134 $ 90,607
Total 165 $ 624,947
Social Benefit - Restitution Incidence per Referral
Youth 165 40% 3,200 211,200
Total 165 $ 211,200
TOTAL
Detention 70 $ 517,440 - - § 887400
GAP 30 $ 231750 $ 360,000 - § 785252
OYA Residential 33 - % 683100 - % 885179
YCF 17 - $17252220 - $1342 827
Total 165 $ 749,190 $2,295320 $ - $3,880,657
Note:

Headcount and lenath of stav are based on Exhibit 10 with adiustment for voluntarv entrv
Cost per dav fiaures are based on averaaes for Marion Countv and Oreaon Youth Authority (2015)

New referrals durina probation period is based on Marion Countv vouth (2012-2014)

Restitution amount and incidence based on Marion County youth (2013-2015)
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Appendix N: Literature Review: Quantifying Social Costs

The cost methodology of the feasibility assessment to determine cost of placement and social
costs attempts to estimate the costs borne by the incarcerated individual and by society,
including would-have-been victims. There are a handful of studies that assess these topics, with
conclusions listed below.

The feasibility reviewed the July 2011 Cost-Benefit Methodology report issued by the Criminal
Justice Commission of the State of Oregon, the Washington State Institute for Public Policy’s
Benefit-Cost analysis for Juvenile Justice, since their analysis is conducted in a State similar to
Oregon and is highly rigorous, and the Justice Policy Institute’s “$ticker $hock Calculating the Full
Price Tag for Youth Incarceration,” report.

Criminal Justice Commission Cost-Benefit Methodology
Overview

The report from the Criminal Justice Commission (CJC) quantifies costs avoided by programs
that prevent future crime. In so doing, they answered two questions: What are the costs of crime
to the taxpayer that can be avoided? What are the benefits to the would-have-been victim? Their
analysis broke those questions out further into:

1. Taxpayer savings
a. Cost of arrest
b. Cost of conviction
c. Cost of incarceration
d. Cost of probation
e. Cost of post-prison supervision
2. Victim benefits
a. Out of Pocket
I. Lost property
ii. Lost productivity (reduction in future earnings)
iii. Mental health
iv. Social services
v. Medical care
b. Quality of Life

The following table from the CJC report lists the benefits that both the taxpayer (government) and
the victim (society) would accrue if one felony conviction of different types is avoided. Because of
the target population of this feasibility, this CJC report is most informative for the magnitude of
benefits that accrue if a Robbery, Aggravated Assault, or Property Crime is committed.
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Taxpayer and Victimization Costs of one Felony Conviction
Taxpayer Costs
Aggravated
Homicide | Rape Robbery Assault Property Other
Armest $701 701 $1,047 $991 $985 $985
Conwction $152,378 $18,770 $9,865 $4.877 $201 $201
Probation $313  $1,580 $1,326 $2,214 $1,791 $2,816
Post-Pnson Supenvision $1,480 $17,944 $6,574 $4,931 $3,254 $1,872
Dept. of Comections $265,053 $77,005 $52,236 $36,115 $19,814 $9,169
Jail $10,230 $3,918 $2,625 $2,346 $1,519 $1,329
Total Taxpayer $430,163 $119,917 $73,673 $51.476  $27,564 $16,372
Victimization Costs
Out of Pocket $662,368 $19,478 $8,236 $19,374 $9,046 $0
Quality of Life $7,581,805 $694 869 $12422 $29,919 $0 $0
Total Tax and Victim $8,674,335 $834 264 $94 331 $100,769  $36,610 $16,372
Table 5

Importantly, the report notes “it costs the same to arrest an offender for a robbery or an assault
but robbery arrests are less likely to end in a conviction so the cost per felony conviction of a
robbery arrest is higher. Put another way, on average it takes more robbery arrests to get a
conviction than it does for an assault.” Ultimately, the CJC reported that with an average impact
of 27% for the re-entry programs studied, that the reduction in felony crime provided a benefit to
taxpayers of $8,631 and to would-have been victims of $14,388.

Project Application

While the analysis described above is for felony convictions avoided by re-entry programs, which
is different than what this feasibility study focuses on, it does provide a contextual starting point —
a basis for beginning to form an order of magnitude for social costs. This feasibility assessment,
however, finds county-specific information for the exact target population to be served as a more
accurate measure to determine societal costs. To be specific, the cost / benefit analyses in
Exhibit 19 in Section: Economic & End Payer Assessment delve into unigue headcount, criminal
referral counts, criminal referral type, and specific restitution amounts — inputs that ultimate result
in social costs that are lower but more precise than the one presented in the broader CJC
analysis.

Washington State Institute for Public Policy Benefit-Cost Analysis

The CJC numbers offer a reasonable start to estimating societal costs, but are specific to re-entry
programs’ savings from avoided felonies. Because different populations experience different
negative outcomes, and because services vary widely in their intervention models, it is helpful to
gauge how costs are evaluated for juvenile justice program in general. The benefit-cost analysis
of the Washington State Institute for Public Policy (WSIPP) for juvenile justice programs is one
such study that provides a range and average of benefits to costs for programs in general.
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Overview

The WSIPP examined 28 different juvenile justice programs to determine “what works” to
improve outcomes using a meta-analysis and to understand whether the benefits of each
program exceeded its costs. The benefits quantified included labor market outcomes; earnings;
educational attainment; avoided child abuse and neglect; alcohol, drug, and tobacco use;
medical costs, teen birth outcomes, public assistance outcomes, and many other benefits.>*

Total benefits of these programs, to both taxpayer and non-taxpayer, ranged from -$9,824 to
$40,800. Subtracting costs from those benefits yielded a range from -$12,615 to $36,930. The
average benefit minus cost from the range of programs was $10,226. Although five of the 28
programs resulted in greater costs than benefits (and in some cases negative benefits even
before costs were subtracted), the majority of programs resulted in some positive benefit after
costs were subtracted.” This average number is in line with what we see from the CJC re-entry
benefit cost analysis.

Project Application

The Steering Committee for this feasibility assessment believes lowered drug abuse, increased
positive education outcomes, and the effects of MST should be scrutinized as potential benefits
from a project. The average benefit-cost of $10,226 by WSIPP above includes both drug abuse
and education outcomes. We also looked at what benefit-cost programs focused solely on
Substance Abuse and Education had, to understand that context.

Substance Abuse

e The Substance Abuse Treatment for Youth studied by the WSIPP included three
programs, only one of which was effective at producing benefits larger than costs,
the Teen Marijuana Check-Up program. Substance Abuse Treatment for Adults, on
the other hand, showed a large number of benefit producing programs, with a range
from $35,452 to -$17,315. The average benefit after costs were subtracted was
$5,731.

e Since it is unknown how effective an intervention for this project would be in
reducing substance abuse or if the achieved outcomes are the same as this in the
WSIPP programs, these estimates are excluded from the cost benefit analysis of
the feasibility assessment.

Education

% The full methodology used in the benefit-cost analysis can be found here:
http://www.wsipp.wa.gov/TechnicalDocumentation/WsippBenefitCostTechnicalDocumentation.pdf

“* Those non-positive benefit-cost programs are: Intense Supervision (parole), Diversion with services (vs. simple release), Other chemical
dependency treatment for juveniles (non-therapeutic communities), Scared Straight, and Intensive Supervision (probation).
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The 49 K-12 Educational programs analyzed by WSIPP, similarly, showed mostly
positive benefit-cost numbers, with a range from $32,831 to -$13061, and on
average having benefits outweigh costs by $6,182.

Similar to the limitations to included substance abuse estimates in the cost/benefit
analysis of the feasibility assessment, it is unknown how effective an intervention
for this project in achieved the education outcomes reviewed in the WSIPP
programs.

Multisystemic Therapy (MST)

The WSIPP analysis found MST to have a benefit of $9,316. While the data point serves
as good reference, there are a number of limitations would prevent the cost benefit
analysis of the feasibility assessment to include these values.

As highlighted in Stephanie Klietz’s “Cost-Benefit Analysis of Multisystemic Therapy
with Serious and Violent Juvenile Offenders,” the WSIPP study was less than ideal,
because the analysis did not use studies that randomized to treatment or control
conditions. The WSIPP study also did not include as wide of a range of
governmental or crime victimization expenditures as Klietz would have preferred,
and measured benefits over a 12 month period, which may exclude reduced
recidivism after the first year. Further, Klietz identified that although the WSIPP
study was “extremely rigorous” it was “limited because long-term clinical outcomes
were estimated and then used to determine long-term costs and benefits.”

Klietz measured 176 youth that were part of an original clinical trial for an additional
number of years (on average 13.7 years for the entire population). Measuring the
benefits and costs Klietz found $50,000 (assuming one victimization per conviction)
to $202,000 (assuming multiple victimizations) benefits after costs were subtracted.
This is equivalent to between $8 and $27 return to taxpayers for every dollar spent.

Kleitz implicitly assumes that MST has a 13.7 year effect — that any difference in the
benefit-cost ratio between the treatment and control groups was due to MST, even
nearly 14 years after receiving initial treatment. Because Klietz tracked the youth
over 13.7 years, statistically significant findings for MST in studies over shorter time
frames (such as in this feasibility assessment) should not be considered
comparable. That would assume that MST benefits over 13.7 years are as effective
in a shorter time span. To truly verify this, one would want to understand how
statistically significant the impact of MST was, not just the benefit-cost of the follow-
up period.

Klietz shows that the average number of offences per recidivist is 3.43 for MST and
4.54 for the Individual therapy control group. She does not, however, provide any
analysis of the statistical significance of the difference between these two numbers,
or even if there is statistical significance. While the expected number of offenses
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per participant (not recidivists) is more divergent at 1.72 per MST participant and
3.68 per Individual in the Individual therapy control condition, there is no statistical
information provided. Because of this, it is unclear if the difference between the two
groups was caused by random variation or to which factor to attribute the benefit-
costs of $50,000 to $200,000 to.

“$ticker $hock Calculating the Full Price Tag for Youth Incarceration”
Overview

In the report by the Justice Policy Institute, Oregon showed the following costs for confinement:
Cost per day: $263; Cost per 3 months: $23,670; Cost per 6 months: $47,340; Cost per Year:
$95,995. It is noted that these represent the highest cost confinement option provided to the
researchers, and do not include societal or youth-level costs that may accrue over a lifetime.

Citing Mark Cohen from Vanderbilt University in his paper, “New Evidence on the Monetary Value
of Saving a High Risk Youth,” the report claims that “the present value of saving a 14-year-old
high risk juvenile from a life of crime to range from $2.6 to $5.3 million.” While this certainly is
“sticker shock,” it is important to note that this number is for a youth who would have otherwise
had a ‘life of crime.’

Project Application

When determining the cost-avoidance of social and youth outcomes of this project, we must take
into account all the individuals in the target population, not just those who are the worst
offenders, as well as the impact of the program, which is unlikely to be 100%. Because the target
population defined in Exhibit 6 will not be completely filled with individuals that would have
otherwise had a ‘life of crime,” and because social programs are not perfectly effective, the $2.6
to $5.3 million estimate of cost avoidance is determined to be much too high.

Conclusion

Given these analysis, we believe it is safe to assume an order of magnitude close to $10,000-
$20,000 for avoided costs that accrue to the individual and society. However, there seems to be
a wide range of effective programs and academic disagreement over how to account for benefits
that may accrue in the distant future. As such, the conservative approach applied to the cost /
benefit analysis outlined in this feasibility report (see Section: Economic & End Payer
Assessment), is most reasonable given its application to a specific set of youths, their behaviors
(as determined by criminal referrals), and severity borne by society (as determined by restitution
amounts).

133



Appendix O: Requirements for Establishing a Special Purpose Entity (SPE)

If required, below is an overview of general requirements the formation of a SPE would entail for
either a Limited Liability Corporation or nonprofit 501(c)(3).:

‘ Timeline Considerations
Limited Liability 2-4 weeks to set up e May need a 501(c)(3) fiscal sponsor
Corporation (LLC) ¢ May not be able to receive certain grants,

unless it has a 501(c)(3)fiscal sponsor

Nonprofit 501(c)(3) May take up to 1 year to obtain
IRS approval; until then it needs a
501(c)(3) fiscal sponsor

Documents required for an SPE could include all or some of the items listed below:

EXHIBIT 30: SPE Formation Documents Typically Drafted for Launched Projects
Budget

By-Laws

Articles of Incorporation

Clerk of Certifications

Employer Identification Number (IRS)
Action by Directors

Action by Incorporator

Conflict of Interest (Internal)

Good Standing

Certificate of Authority

Se@ "0 o0 o

—_—
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Appendix P: Oregon Registration Form of a Nonprofit 501(c)(3)

Registering a new business entity is done via the Secretary of State’s Office. Registration can be
done online (http://sos.oregon.gov/business/Pages/register.aspx). A full form copy is listed below.

Articles of Incorporation - Nonprofit
Secretary of State - Corporation Divigion - 255 Capitol St. NE, Suite 151 - Salem, OR 97310-1327 - hitp://Awww FilinglnOregon_com - Phene: {S03) 985-2200

REGISTRY NUMSBER: T

In accordance with Oregon Revised Statute 192.410-192.490, the information on this application is public record.

We must release this information to all parties upon request and it will be posted on our website. For office use only
Please Type or Print Legibly in Black Ink. Attach Additional Sheet if Necessary.
L NAME OF CORPORATION:
2. REGISTERED AGENT: (Individual or entity that will accept 6. WILL THE CORPORATION HAVE MEMBERS? Yos No
legal service for this business) ORS 65.001(28)

{a] "Member" maans any person or persons entitled, pursuant to s domestic or foreign
corporation's articles or bylaws, without regard to what a persen is called in the artides or
bylaws, to vote on more than one occasion for the election of a director or directors.

3. REGISTERED AGENT'S PUBLICLY AVAILABLE ADDRESS: () A person is not @ member by virtue of any of the following rights the person has:

A) As 3 delegate:
(Must be an Oregon Street Address, which is identical to [#) 422 delegate

- ' ! (B) To designate or appoint a director or directors;
'
the registered agent's business office.) (C) s 3 director; or

(D) As a holder of an evidence of indebtedness issued or to be issued to the corporation.
() Notwithstanding the provisions of paragraph (a) of this subsection, a person is not a
member if the person's membership rights hawve been eliminated as provided in
ORS 85164 or 65.167.

7. DISTRIBUTION OF ASSETS UPON DISSOLUTION:

4. ADDRESS WHERE THE DIVISION MAY MAIL NOTICES:

8. OPTIONAL PROVISIONS: (Attach a separate sheet if necessary.)

INDEMNIFICATION: The corporation elects to indemnify its
directors, officers, employees, agents for liability
5. TYPE OF CORPORATION: | Public Benefit Mutual Benefit Religious and related expenses under ORS 65.387 - 63.414.

9. WHO I5 FORMING THIS BUSINESS? (INCORPORATORS) (List names and addresses of each incorporator.) (Attach a separate sheet if necessary.)

10. EXECUTION/SIGNATURE OF EACH PERSON WHO 15 FORMING THIS BUSINESS: (Incorporator)
By my signature, | declare as an authorized authority, that this filing has been examined by me and is, to the best of my knowledge and belief,
true, correct, and complete. Making false statements in this document is against the law and may be penalized by fines, imprisonment or both.
Signature: Printed Name: Title:

CONTACT NAME: (To resolve questions with this filing)
FEES

Required Processing Fee 550

PHOMNE NUMBER: {Include area code
( ) Processing Fees are nonrefundable. Please make check payable to "Corperation Division™.

Free copies are available at FilinglnOregon.com using the Business Mame Search program.

Articles of Incorporation - Nonprofit (05/14)
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NONPROFIT CORPORATION TYPE - Article 5
PLEASE READ CAREFULLY

Nonprofit corporations are required to be classified in one of three categories. For most nonprofit
corporations, the following tests apply:

1. "Religious" corporation means a corporation which is organized primarily or exclusively for religious
purposes. These corporations may be tax-exempt under 501(c)(3).

2. "Public benefit" corporation means a corporation which:

(a) is tax exempt under section 501(c)(3) of the Internal Revenue Code or is organized for a public or
charitable purpose;

(b) on dissolution must distribute its assets to an organization organized for public or charitable purpose, to
a religious corporation, to the United States, to a state or to an organization which is tax exempt under
section 501(c)(3) of the Internal Revenue Code; and

(c) does not come within the definition of religious corporation.

3. "Mutual benefit" corporation means a corporation which is organized to provide benefits for their
members or a small group of people, and does not come within the definition of public benefit or religious
corporation. These corporations are not tax-exempt under 501(c)(3), but may be tax-exempt under some
other section of law.

DISTRIBUTION OF ASSETS ON DISSOLUTION - Article 7
If you plan to submit a separate filing to the IRS to qualify for 501(c)(3) status

Do you want to adopt the IRS recommended language for distribution of assets upon dissolution to qualify
for 501(c)(3) status?(See the following page)

If NO, and you are organized as a public benefit nonprofit corporation, you must give your assets to another
public benefit corporation when you dissolve. Name that charity in Article 7:

Upon the dissoiution of the organization, assets shall be distributed to

If YES, in Article 7 write, “See attached” and attach the PUBLIC BENEFIT 501(c)(3) INFORMATION
language on the following page to the articles of incorporation form.
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Article 7 - PUBLIC BENEFIT 501(c)(3) INFORMATION
The purpose or purposes for which the corporation is organized are as follows:

Said corporation is organized exclusively for charitable, religious, educational, and scientific purposes,
including, for such purposes, the making of distributions to organizations that qualify as exempt
organizations under section 501(c)(3) of the Internal Revenue Code, or the corresponding section of any
future federal tax code.

No part of the net earnings of the corporation shall inure to the benefit of, or be distributable to its
members, trustees, officers, or other private persons, except that the corporation shall be authorized and
empowered to pay reasonable compensation for services rendered and to make payments and
distributions in furtherance of the purposes set forth in the purpose clause hereof. No substantial part of
the activities of the corporation shall be the carrying on of propaganda, or otherwise attempting to
influence legislation, and the corporation shall not participate in, or intervene in (including the publishing or
distribution of statements) any political campaign on behalf of or in opposition to any candidate for public
office. Notwithstanding any other provision of these articles, the corporation shall not carry on any other
activities not permitted to be carried on (a) by a corporation exempt from federal income tax under section
501(c)(3) of the Internal Revenue Code, or the corresponding section of any future federal tax code, or (b)
by a corporation, contributions to which are deductible under section 170(c)(2) of the Internal Revenue
Code. or the corresponding section of any future federal tax code.

Upon the dissolution of the corporation, assets shall be distributed for one or more exempt purposes
within the meaning of section 501(c)(3) of the Internal Revenue Code, or the corresponding section of any
future federal tax code, or shall be distributed to the federal government, or to a state or local government,
for a public purpose. Any such assets not so disposed of shall be disposed of by a Court of Competent
Jurisdiction of the county in which the principal office of the corporation is then located, exclusively for
such purposes or to such organization or organizations, as said Court shall determine, which are
organized and operated exclusively for such purposes.

Articles of Incorporation - Nonprofit (05/14)
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Appendix Q: Launched Project Example — Santa Clara County

Flow of Services, Funds and Contracts:

—> Services
————> Payments Abode Services
.......... >  Success Funders
Payments ABODE
<1 Deli N
. : A elivers ; oty
Provide Loan and/or : Repays Mental Medi-Cal Dlstr_lbute
up-front : i Contract / Medi-Cal
p Grant : fundersif Health Reimb
financing | A t(s) : : Ramp-Up eimburse-
greement(s) : outcomes me services
; ) 4 Agreement ments
N
2 6 )Grernmrerannariananiaranes 5/
Abode Provides payment for Abode $8M Success Payments County of
Services services Services if outcomes met Santa Clara
_ Pay for Success Pay for Success
ABODE Contract ABODE Contract
? C SERVICES T
. Based on evaluation Evaluator Provides technical
Delivers results, determines | Agreement assistance and
Services payment amount financial arrangement
v G |
. . ~ Third Sector
Designs evaluation Capital Partners
Target methodsand | Evaluator P Inc '
Population o o
N e Third Sector
SFonceco . ‘/—: ——=——capital partners

List of contracts including Government Payer:
« Pay for Success Contract: Santa Clara County vs. Abode
+ Medi-Cal Contract / Ramp-Up Agreement: Santa Clara County vs. Abode
» Evaluator Agreement: Evaluator vs. Abode (County party to the agreement)

Project’s Executive Steering Committee:
Purpose/Primary Responsibilities

The Executive Steering Committee is tasked with providing overall strategic guidance to the
project and evaluating compliance with (and approving amendments to) the funding plan,
evaluation plan, and project budget.

* Review Quarterly Financials
» Amend Project Budget (as long as it does not increase aggregate budget)

* Amend the Evaluation Plan (as long as it does not change the success definition or success
payment terms)

» Review Project Budget after allocation of shared savings
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» Oversee/revise modifications to program operations made by Operating Committee
* Review Auditor reports/performance

Members
* Two representatives of the County — voting members

» Two representatives of Abode Services, at least one of which must be the Executive Director or
Associate Director — voting members

 Additional representatives may be invited by the County, Abode, or any of the funders — non-
voting members

Meeting Frequency/Schedule
* Quarterly in Y1, Semi-annually thereafter

* Also at special meetings when needed/requested by Operating Committee (must meet within a
week of request)

Project’s Operating Committee:
Purpose/Primary Responsibilities

The Operating Committee is responsible for reviewing intake, ramp-up, and general program
implementation, ensuring that all aspects of the program are running smoothly and working
together to address any challenges that arise.

» Review and approve Funding Requests from Abode

+ Review key program metrics, including (but not limited to): referrals, enrollments, housing
placements, success months, etc.

» Modify aspects of the program — including the housing plan — as long as such changes do not
have a material impact on the project budget, success definition, funding plan or other key
program elements.

* Make recommendations to the Executive Steering Committee about changes to the evaluation
plan, funding plan, or project budget.

Members
* One representative of the County — voting member
» Associate Director of Abode Services (or designee) — voting member

« Other attendees can include additional representatives of the County and Abode, as well as any
funder representative that wishes to attend. None of the additional attendees are voting
members.

Meeting Frequency/Schedule
* Monthly meetings
* Special meetings, when called at least 2 days in advance.
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Appendix R: Understanding the Conduits for Funding and Structuring a Project

Most Pay for Success (PFS) project funds typically flow through a Special Purpose Vehicle (SPV).
This memo summarizes the SPV, funding, oversight, and governance structures in the
Massachusetts Juvenile Justice Initiative and the Cuyahoga County Partnering for Family Success
Program, to the extent public.

Pay for Success Key Players

Service Provider delivers services with the goal of achieving the agreed-upon outcomes. The
Service Provider receives partial to complete cost coverage and may receive performance
payments.

Government initiates the PFS contract. The Government is also the end payer for successful
outcomes.

Funders provide working capital to the Service Provider, Evaluator, Validator (if applicable),
Programmatic Manager, Fiscal Service Agent, and Government Advisor.

Evaluator leads rigorous evaluation design and measures progress towards outcomes based on
contract requirements.

Validator (Optional) verifies the method and findings of the project evaluation as performed by
the Evaluator.

Programmatic Manager manages the flow of information over the course of the project and is
hired by the SPV. The Programmatic Manager works with the Service Provider and Evaluator to
ensure that the project progresses as outlined in the contract.

Fiscal Service Agent manages and records the flow of funds through the SPV and ensures that
payments are made as outlined in loan agreements.

Government Advisor provides technical assistance on the PFS contract and mechanisms.
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MASSACHUSETTS JUVENILE JUSTICE PAY FOR SUCCESS INITIATIVE

Project Overview

The Commonwealth of Massachusetts, Roca, Inc., and Third Sector Capital Partners, working
with lenders Goldman Sachs, through its Social Impact Fund, The Kresge Foundation, and Living
Cities and philanthropic grantors Laura and John Arnold Foundation, New Profit Inc., and The
Boston Foundation, launched a Pay for Success (PFS) initiative in January 2014 to reduce
recidivism and improve employment outcomes for young men at high risk of re-offending in the
Boston, Chelsea, and Springfield, Massachusetts areas.

The initiative will allow Roca to provide its high-impact intervention to 929 at-risk young men aged
17 to 24 who are in the probation or parole system, are exiting the juvenile justice system, or are
leaving the custody of the Suffolk, Essex, Hampden, and Middlesex Houses of Correction or the
state's Department of Correction. Roca’s intervention aims to reduce recidivism and increase
employment through intensive street outreach and targeted life skills, education, and employment
programming. The Roca intervention is delivered over an intensive two-year period followed by
two years of follow-up engagement. Massachusetts will make up to $28 million in success
payments for this seven-year project, which is the largest investment in a PFS initiative in the
U.S. to date.

Key Players

Service Provider—Roca, Inc. is a nonprofit that has delivered an evidence-based high
impact intervention to young people in the Chelsea and Springfield, Massachusetts areas
for 25 years. Roca’s model is based on proven behavioral change theories and trains high-
risk young men in job readiness, educational readiness, and life skills. The Roca
intervention establishes transformative relationships and uses targeted life skills,
education, and employment programming to support young men in developing the skills
necessary to reduce violence and create positive behavioral changes.
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Government Payer—The Commonwealth of Massachusetts makes payments for
success if the independent third-party evaluator and validator determine that Roca’s
program has reduced the number of days that participating young men spend in prison,
has improved their job readiness, and has increased their employment. The project
intermediary/SPV will then distribute any success payments from the Commonwealth to
funders. At higher levels of success the funders can receive a small percentage return on
their funding in return for assuming the up-front financial risk.

Project Intermediary—Third Sector Capital Partners, Inc. is a nonprofit advisory firm
that works with government, service providers, and funders to develop and launch PFS
projects. As project intermediary for this initiative, Third Sector arranged project funding
and is responsible, through the SPV created for these purposes, for overseeing project
implementation, distributing funding to Roca and managing repayment to funders. New
Profit Inc., a national venture philanthropy fund will provide additional management
support.

Funders—Goldman Sachs, Kresge Foundation, Living Cities, Laura and John
Arnold Foundation, New Profit, Inc. and The Boston Foundation provided a total of
$18 million in upfront funding for the project.

Independent Evaluator—The Urban Institute is an independent evaluation and research
institute and is responsible for implementing a statistical evaluation to measure the impact
of the Roca intervention. The project will use a Randomized Controlled Trial, the gold
standard of rigorous evaluation.
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Independent Validator—Public Consulting Group (PCG) will be responsible for
assessing the proposed evaluation methodology and verifying whether outcome targets
are met. PCG was selected by Massachusetts through a formal procurement.

Financial Flows Underpinning Services

Funding for the Massachusetts initiative includes commercial and philanthropic funding as
well as risk sharing, in the form of deferred service fees, from the service provider (Roca)
and project manager (Third Sector Capital Partners, Inc.). The external funders assume
project risk by financing services up front with the promise of repayment from government
sources only in the event of success.

e Goldman Sachs will provide $8 million in senior loan financing at an interest rate of 5%
Kresge Foundation will provide $1.33 million in junior loan financing at an interest rate
of 2%

Living Cities will provide $1.33 million in junior loan financing at an interest rate of 2%
Laura and John Arnold Foundation will provide $3.34 7 million in grants

New Profit will provide $1.81 million in grants

The Boston Foundation will provide $300,000 in grants

Innovatively, both Roca and Third Sector deferred operational fees to provide a stake in the
project’s success. Third Sector deferred $50,000 (15%) of its management fees; it will only
be paid that portion of its fees if results are achieved. Roca deferred $3.26 million (15%) of
its service fees; it will only be paid that portion of its fees if results are achieved. In total, the
SPV, Youth Services Inc. will receive approximately $19.65 million in upfront funding, drawn
down from external funders on a quarterly basis and paying current interest.
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The combination of upfront external funding and utilization of Jobs Readiness Payments from the
Commonwealth will service the $25.56 million in project costs over six years. These project costs
are made up of the following:

Roca’s operational costs of $23.3 million

Independent Evaluator fees of $0.71 million

Evaluation Validator fees of $0.16 million

Programmatic Management fees of $0.37 million

Fiscal Services, including auditing, tax management and accounting fees of $0.56 million
Financing arrangement fees of $0.25 million

Success payments will be made between the second and seventh years of this initiative based
on decreases in incarceration, increases in job readiness, and increases in employment attained
by the young men participating in the Roca program. Success Payments made in earlier years
will help service project fees that are not serviced by the external funding provided by the $19.66
million in upfront funding and the deferred fees from Roca and Third Sector.

The Commonwealth will make three types of Success Payments:

e Payments for decreases in incarceration represent the majority of the success
payments and are based on a graduated payment schedule where the Commonwealth
pays increasing amounts for each day that participants avoid incarceration as compared to
similar young men who are not in the program. The payment rates are based on
associated savings to the Commonwealth as shown below. The minimum reduction in
incarceration necessary for payments to be made is 5.2%.
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e Payments for increases in job readiness are $1000 for each participant in each quarter
that a Roca participant engages with a Roca youth worker nine or more times, with each
engagement helping young men address barriers to employment and move toward
economic independence.

e Payments for increases in employment are $750 for each participant in each quarter
that a Roca participant is employed as compared to similar young men who are not in the
program.

The graphic below illustrates the composition, proportionality and timing of inflows to the SPV
over the project’s six years.

[ Prog. Manager Deferred Service Payments
- Provider Deferred Service Payments

B initial Funder Capital Financing

I Government Success Payments

Year1l Year2 Year3 Year4 Year5 Year6 Wrap-
up

The graphic below illustrates the composition, proportionality and timing of outflows to the SPV
over the project’s six years.
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Repayment Flows at Project Wind-Up

Massachusetts will repay funders only if Roca’s services are proven to produce positive societal
outcomes and savings for the Commonwealth, as confirmed by the final Evaluation Report
produced by the Urban Institute. The Evaluator is implementing a Randomized Controlled Trial
(RCT) to measure individual employment, job readiness, and incarceration outcomes

The project’s target impact is a 40% decrease in days of incarceration. At this level of impact, the
project would generate budgetary savings to the Commonwealth equal to the cost of delivering
services. If the project achieves its target impact, funders will be repaid using success payments
from the Commonwealth’s Social Innovation Financing Trust Fund as follows:
e The Goldman Sachs Social Impact Fund will be repaid its principal funding and a base
annual interest rate of 5.0%;
e The Kresge Foundation and Living Cities will be repaid their principal funding and a base
annual interest rate of 2.0%;
e Roca and Third Sector will be paid their deferred service fees;

In addition, at higher levels of impact, project and funders will receive the following fees:
e Roca: Up to approximately $0.75 million
e Goldman Sachs: Up to approximately $0.93 million
e The Kresge Foundation and Living Cities: Up to approximately $500,000 ($250,000 each)

Any remaining PFS payments, which could be up to $4.9 million depending on the level of impact
achieved, will be used to recycle philanthropic funding. Laura and John Arnold Foundation will
use recycled funding to support future PFS initiatives. New Profit and The Boston Foundation will
use recycled funding to support scaling of Roca. Any remaining capital left in the SPV will go to
support the project’s operations.
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Oversight and Governance Mechanisms

The Operating Committee meets on a monthly basis to highlight any concerns, discuss trends,
and monitor progress of Roca’s target population under the Pay for Success Contract.

e Attendance: Each Operational Meeting shall be attended by the following

@)
@)

o

Agenda:

Project Manager, representative of Youth Services Inc.

Roca Inc, represented by the Executive Director for Massachusetts and/or its Pay for
Success Administrator

the State’s Department of Youth Services, represented by the Assistant Commissioner
of Operations

the State’s Executive Office’s Administrative of Finance, represented by the Secretary
A representative from each of Office of the Commissioner of Probation
(OCP), Department of Correction (DOC), Essex County Sheriffs Department (ECSD),
Hampden County Sheriff's Department (HCSD), Middlesex Sheriff's Office (MSO),
Suffolk County Sheriff's Department (SCSD), and Massachusetts Parole Board (MPB)
shall have the right but not the obligation to attend the Operational Meetings

Subject to reasonable advance notice to the Parties, each Lender and Grantor may
attend and observe a maximum of two Operational Meetings per calendar year

The independent Evaluator may be requested by the Operating Committee members
to attend

The agenda for each Operational Meeting shall be prepared by the Programmatic

Manager and shall include at least the following:

o

o

@)
©)

o

A description of any significant changes to the Roca Intervention Model or the Roca
Services that are being considered or implemented,;

A discussion of the most recent Roca Report, a quarterly report prepared by Roca

A discussion of any indictments or incarcerations of Roca Youth;

A discussion of any Roca Youth that have been released from prison and re-enrolled in
the Roca Services;

A discussion of the Referral Process and any changes that should are being
considered

A discussion of the Project Manager’s role and any changes that should are being
considered

A discussion of any changes to the anticipated funding needs of Roca or Youth
Services Inc. in connection with their performance under this Contract.

Voting: The Operational Meeting participants will attempt to resolve all issues by unanimous
consent of the Commonwealth, Roca and the Project Manager, on behalf of Youth Services, Inc.
Any issues that cannot be resolved by the Operating Committee members may be forwarded to
the Oversight Committee.
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The Governance Committee meets on a quarterly basis to discuss any amendments to the
funding plan, the Pay for Success Contract, the Evaluation Plan and/or Contract and the relevant

funding agreements
e Attendance:

o Youth Services Inc. will be represented by the Programmatic Manager
o Roca will be represented by the Founder and CEO and/or Pay for Success

Administrator

o The Commonwealth will be represented by the Commissioner of the Department of
Youth Services and Secretary of the Executive Office of Administration and Finance.
o The Independent Evaluator

o Each Lender and Grantor is entitled to have one representative attend meetings

e Agenda: Updates to and discussion of Project operations, evaluation, progress, and any

other relevant issues

e Voting Governance: The Oversight Committee will attempt to resolve all issues by

unanimous consent of the Commonwealth, Roca and YSI.

Any issues that the Oversight

Committee cannot resolve by unanimous consent may be submitted by agreement of the
Parties for resolution by the Massachusetts Office of Dispute Resolution, provided that no
such resolution shall affect payments due hereunder without the consent of the Lender
Committee. The Parties shall share equally in the cost of retaining such expert.

SPV Liabilities
Non-public information.
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CUYAHOGA COUNTY PARTNERING FOR FAMILY SUCCESS PROJECT

Project Overview

The County of Cuyahoga, Ohio, encompassing the greater Cleveland area, launched the nation’s
first county-level Pay for Success (PFS) project in partnership with FrontLine Service, a
comprehensive continuum of care service provider for homeless persons in Ohio. The Partnering
for Family Success Program, the first PFS project in the combined areas of homelessness and
child welfare, will deliver intensive 12-15 month treatment to 135 families over five years to
reduce the length of stay in out-of-home foster care placement for children whose families are
homeless.

In Cuyahoga County, for children placed in out-of-home foster care to be reunited with their
families, their caregivers must be able to provide a safe and stable home environment.
Unfortunately, many of these caregivers are homeless, struggle with domestic violence,
substance abuse and mental illness and are in need of critical services to address these issues in
order to be able to care for their children. As a result, their children—nearly two-thirds of whom
are under the age of six—spend significantly longer lengths of stay in out-of-home foster care
and are left profoundly impacted by the loss of consistent caregivers. This extended time in the
child welfare system results in poor outcomes for the County’s most vulnerable families and leads
to higher costs to the County.

Cuyahoga County is the first county in the nation to establish a special fund for PFS. The Social
Impact Financing Fund was approved in July 2014, with co-sponsorship by County Executive Ed
FitzGerald and County Councilman Dale Miller.

Private funders and philanthropic organizations will provide a total of $4 million in upfront funding
for the Partnering for Family Success Program. Cuyahoga County will repay these funders only if
FrontLine’s services are proven to shorten the length of stay in out-of-home foster care.
Cuyahoga County will pay a maximum of $5 million in success payments for this five-year
project.
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rontLine Service is a nonprofit agency that operates the most comprehensive continuum of
care for homeless people in Ohio, serving more than 20,000 adults and children each
year. FrontLine’s primary intervention in the Partnering for Family Success Program is
Critical Time Intervention (CTI), an evidence-based model for assisting vulnerable
populations through major place-based transitions. FrontLine will link families to housing
and will use CTI to provide emotional and practical support during the critical transition of
leaving a homeless shelter to becoming stably housed. FrontLine will also provide age-
appropriate and evidence-based trauma services that will strengthen healthy and secure
caregiver-child relationships. By providing caregivers critical access to housing before they
are reunited with their children, this program will help caregivers to more successfully
receive mental health services, complete substance abuse counseling, access job
interviews and will allow for an increased amount of child visitations with their caregivers in
a safe and stable home. These factors will empower the County’s Division of Children and
Family Services to grant reunification decisions to these families sooner and allow children
to exit foster care earlier.

Housing Providers—The Cuyahoga Metropolitan Housing Authority (CMHA),
Emerald Development & Economic Network, Inc. (EDEN), and Famicos Foundation
(Famicos) are local housing providers that will provide public housing and/or voucher-
based housing resources for the Program’s families. In a landmark action, CMHA has
created a high-priority public housing preference for caregivers enrolled in the Program.
EDEN and Famicos have carved out annual housing for the Program out of variable
annual vacancy spots.
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Referral Partners:

e County’s Office of Homelessness oversees the Norma Herr Women’s Homeless
Shelter, which will serve as a main referral source of caregivers for the Program.

e The Domestic Violence & Child Advocacy Center is a domestic violence and child
advocacy social service provider that provides housing shelter for female caregivers
who experience domestic violence. It will serve as an additional referral source of
caregivers for the Program.

e County’s Division of Children and Family Services will confirm that caregivers
sourced from both homeless shelters have an active child welfare case that is eligible
for the Program.

Project Manager & Fiscal Agent—Enterprise Community Partners, Inc. (Enterprise)
is a national organization that creates and advocates for affordable homes in thriving
communities linked to jobs, good schools, health care and transportation. Enterprise’s
generational goal is to end housing insecurity in the U.S. As the project manager and fiscal
agent for the Partnering for Family Success Program, Enterprise will disburse upfront
payments from the funders to FrontLine and for other project costs through Cuyahoga
PFS, LLC, an affiliated entity. In this capacity, Enterprise will also disburse any success
payments from Cuyahoga County to the funders. Enterprise will monitor whether the
Partnering for Family Success Program runs according to the PFS contract and will work
to resolve any issues that arise throughout the life of the project, leveraging its Cleveland-
based staff and in-house national housing experts.

Independent Evaluator—Case Western Reserve University will conduct a 5-year RCT
and 2-year process evaluation of FrontLine’s evaluation.

Government Payer—Cuyahoga County will make success payments if the independent
evaluator, Case Western Reserve University, determines that children enrolled in the
Partnering for Family Success Program (the treatment group) have avoided more out-of-
home placement days compared to children placed in a comparison group that is not
served by FrontLine. The Project Manager will distribute any success payments from
Cuyahoga County to the funders. At higher levels of success, some funders may receive a
modest return for assuming the upfront funding risk. The County will make payments if,
and only if, Case Western Reserve University’s evaluation proves the program can effect a
reduction in foster care days spent by these children.

Government Advisor—Third Sector Capital Partners, Inc. is a nonprofit advisory firm
that builds the capacity of government, service providers and funders to develop and
launch PFS projects nationwide. Since 2012, Third Sector has facilitated Cuyahoga
County’s exploration of PFS contracting, advised the implementation and ramp-up design,
led the Program’s contract construction and arranged upfront funding. Third Sector has
supported capacity building within the County and community to develop future PFS
projects. As an ongoing Project Advisor, Third Sector will support the Project Manager
during Program implementation.
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Funders—A consortium of five funders, including The Reinvestment Fund, The George
Gund Foundation, The Cleveland Foundation, Nonprofit Finance Fund and Sisters
of Charity Foundation of Cleveland have provided upfront funding of $4 million for the
program.

Financial Flows Underpinning Services

A consortium of five funders have provided upfront funding of $4 million for the program:

The Reinvestment Fund will provide $1,575,000 in senior loan funding at 5% interest.

The George Gund Foundation will provide $1,000,000 in subordinate loan funding at 2%

interest for $725,000 and at 0% interest for $275,000.

The Cleveland Foundation will provide $750,000 in subordinate loan funding at 2% interest.
¢ Nonprofit Finance Fund will provide $325,000 in subordinate loan funding at 2% interest.

Sisters of Charity Foundation of Cleveland will provide two $75,000 recoverable grants

and will also provide subordinate loan funding of $200,000 at 2% interest.
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Of that upfront funding, approximately $3.53 million will service the following project fees:

e FrontLine’s operational fees of $2.327 million
e Case Western Reserve University’s evaluation fees of $0.425 million
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e Enterprise’s programmatic management fees of $0.400 million
e Enterprise’s fiscal services fees of $0.170 million
e Third Sector’s financial arrangement fees of $0.2.000 million

In additional to servicing project fees, the upfront funding also serviced quarterly interest rate
payments.

The graphic below illustrates the composition, proportionality and timing of inflows to the SPV
over the project’s five years.
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Year1l Year2 Year3 Year4 Year5 Wrap-
up

The graphic below illustrates the composition, proportionality and timing of outflows to the SPV
over the project’s five years.
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Oversight and Governance Mechanisms

The Operating Committee meets on a monthly basis to highlight any concerns, discuss trends,
and monitor progress of FrontLine’s target population under the Pay for Success Contract and to
facilitate successful outcomes. In particular, the Operating Committee shall focus on the
enrollment and referral process of Clients into FrontLine’s Program, the housing resources
available to the Target Population, identifying and monitoring program trends, and monitoring the
progress of the Target Population under this Contract.

e Attendance: Each Operational Meeting shall be attended by the following

(@]

o

Agenda:

Enterprise Community Partners, Inc., the Programmatic Manager representative of
Cuyahoga PFS LLC

FrontLine Services, represented by the Executive Director, Chief Operating Officer
and/or its Pay for Success Director

The County, represented by the Director of the Department of Children and Family
Services and/or the Pay for Success Department of Children and Family
Services/Office of Homeless Services Coordinator

Case Western Reserve University, the independent evaluator, represented by the Lead
Evaluator, Dr. David Crampton

It is anticipated that such other members may include representatives from Cuyahoga
County Office of Homeless Services, Cuyahoga County Office of Job and Family
Services, the Domestic Violence and Child Advocacy Center, Cuyahoga Metropolitan
Housing Authority, the Emerald Development and Economic Network

Each Lender and Grantor may request to attend any meeting by written request to the
Project Manager

The agenda for each Operational Meeting shall be prepared by the Programmatic

Manager and shall include at least the following:

(0]

o

A discussion of the most recent FrontLine Report, a quarterly report prepared by
FrontLine and the most recent monthly report from the Independent Evaluator

A description of any significant changes to the FrontLine Services that are being
considered or implemented;

A discussion of the referral processes at the Department of Children and Family
Services and the Domestic Violence Children Advocacy Center

A discussion of the housing resources available to families enrolled in FrontLine’s
Services and access and placement process with CMHA, Famicos, EDEN and the
Continuum of Care and any changes that should be or are being considered or
implemented

A discussion of the engagement of Clients into the FrontLine Program and any
changes that should be or are being considered or implemented,;

A discussion of the retention levels of Clients into FrontLine Services and any changes
that should be or are being considered or implemented;

A discussion of the implementation and operation of the RCT and any changes that
should be or are being considered or implemented
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A discussion of the FrontLine

participation in DCFS case conference and performance

during team decision meetings and any changes that should be or are being

considered or implemented;

A discussion of any critical incidents involving Clients over the past month and related
County communications planning;

A discussion of any changes

to the anticipated funding needs of FrontLine or SPV in

connection with their performance under this Contract;
A discussion of issues related to systemic barriers to family reunification
A discussion of issues related to income and benefits as related to Clients and access

thereto; and

o A discussion of the evaluation of Clients to date.

Voting: The Operating Committee will serve as an advisory committee to facilitate programmatic
adjustments in the interest of improving the provision of services and/or the efficiency of the
project and will not have any authority to bind the Parties in any way under this Contract.
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Repayment Flows at Project Wind-Up

As detailed in the Evaluation Plan, Independent Evaluator will implement a randomized controlled
trial to measure the specific outcomes for purpose of calculating Success Payments. The RCT
approach compares the total number of foster care days avoided by the “FrontLine Treatment
Children,” defined as those children intended to be enrolled in the FrontLine Program and whose
mothers are receiving FrontLine Services, with “Control Children” defined as those children
placed in the control group and consequently not enrolled in the FrontLine Program.
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In his final report, the Independent Evaluator will detail the calculation of the total reduction in
foster care days experienced by the treatment group as compared with the control group. For
each day reduced, the County will pay a per-diem success payment of $75. The County will
make a maximum of Success Payment in the amount of $5 million. At levels above target impact
level, the junior lenders will be able to participate in up to $1 million of additional success

payments from the county.
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Limitations on Liability

(a) Limited Recourse of County and FrontLine Against SPV

e All obligations of SPV under this Contract are subject to the SPV’s obligations under the Loan
Documents and Grant Agreements.

e The SPV shall not be obligated to take or omit to take any action which is in breach or
inconsistent with the Loan Documents or Grant Agreements, as shall be determined by SPV
in its sole discretion.

e SPV shall be liable under this Contract solely for SPV’s misappropriation of funds under this
Contract or commission of fraud with respect to the handling of funds in its custody.

e SPV may rely on the genuineness of all signatures on all documents delivered to SPV.

e SPV’s obligations under this Contract do not benefit from any recourse whatsoever to any
member, director or officer of SPV.

e Absent a misappropriation of funds or commission of fraud by SPV, County and FrontLine
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shall have access only to the funds within the SPV Operating Account, subject to the rights
and claims of third parties.

o The other Parties’ sole remedy against SPV under this Contract, in the absence of a
misappropriation of funds or the SPV’s commission of fraud in the handling of funds in its
custody, is to terminate SPV under this Contract.

e Inthe event the SPV is found to have misappropriated funds under this Contract, the SPV’s
monetary liability shall be limited to the amount that is determined to have been so
misappropriated.

(b) Limited Recourse of the Funders Against SPV/Borrower

e Absent fraud or misapplication of the funds, the Loan is payable solely from the Success
Payments deposited to the Operating Account pursuant to the terms of the Pay for Success
Contract. The Loan is a limited obligation of the Borrower, and there is no recourse to any
director or officer of the Borrower.

e The Borrower, shall be personally liable solely for Borrower’s misappropriation of funds or
commission of fraud with respect to the handling of funds in its custody

e Borrower may rely on the genuineness of all documents delivered to the Borrower

e Absent a misappropriation of funds or commission of fraud by Borrower (in which case
Lenders shall have all remedies available to it at law or in equity), Lender shall have recourse
against Borrower only to the extent of the funds within the Operating Account and to no other
assets.

e If Borrower shall be found liable for fraud or the misappropriation of funds, then its liability
shall be limited to the amount of such mishandled funds.

Academic Carve-Outs

Subject to the Data User Agreements and any publicity provision requirements of County of any
Funder (as defined under the PFS Contract), Evaluator may use the project findings that are
public information for educational and academic purposes.

Third Sector Capital Partners, Inc. is a nonprofit advisory firm. The information contained herein
reflects Third Sector’s current understanding of project characteristics. This understanding is
based solely upon the information provided to Third Sector by project parties and additional
information that is in the public domain. Third Sector makes no representation or warranty as to
the accuracy or completeness of the information contained herein. Third Sector submits this
information solely in connection with your consideration of the Marion and Multnomah Pay for
Success Project. The funds (and any potential return) described herein are not securities. No
representations or warranties of any kind are intended or should be inferred with respect to the
project described herein. The plans, intentions or expectations disclosed herein may not be
achieved and, even if achieved, actual results or future events could differ materially from plans,
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intentions and expectations. Any obligation to update the information contained herein is
expressly disclaimed.
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