



Prosperity Connection
 Contingency Plan & Risk Mitigation Strategy


Purpose
This section outlines Prosperity Connection’s approach to monitoring financial performance and implementing corrective actions if actual results differ from budgeted assumptions and projections.
The goal is to ensure:
· Financial stability is maintained and strengthened.
· Decisions are proactive rather than reactive.
· Leadership has clear, predefined actions tied to financial triggers

Monitoring Approach
Financial performance will be reviewed on a monthly basis  by the Executive Leadership Team (ELT) and Board of Directors during standard months, with formal review and discussion at:
· Finance Team level (weekly)
· Executive Leadership Team (weekly)
·  Internal Committee (bi-monthly) and Board (monthly)

The frequency of monitoring is increased depending on data shared by the Finance Team regarding any variance between budget and actual performance. 

The following key indicators will be monitored:
· Total revenue vs. budget (by category)
· Cash on hand / liquidity
· Expense variance vs. budget
· Pipeline conversion rates (grants, donors, earned income, events)

Trigger Thresholds

The following thresholds will prompt review and potential action:
	Trigger Event
	Threshold
	Action Required

	Revenue Shortfall
	≥ 10% below YTD budget
	Internal review and variance analysis

	Revenue Shortfall
	≥ 20% below YTD budget
	Leadership action plan required to address shortfall

	Expense Overrun
	≥ 5% above budget
	Department-level review and any determinations made

	Expense Overrun
	≥ 10% above budget
	Spending controls implemented

	Cash Flow Concern
	< 6 months cash on hand	Comment by Greg Laposa: Less than 3 months cash?
	Immediate mitigation plan




Contingency Response Framework

If financial triggers are met, the organization will implement a tiered response strategy:

Level 1: Monitoring & Minor Adjustments (Low Impact)
(Variance: up to 5% for expense overrun and/or up to 10% for revenue shortfall)
Actions may include:
· For Expense Overrun
· Identify cause of expense overrun and determine if expenses can be adjusted elsewhere to account for the overrun 
· Adjust timing for discretionary expenses
· For Revenue Shortfall
· Increase monitoring of revenue collections and grant/earned income pipeline
· Determine if any expected payments are outstanding more than 30 days
· Reinforce collection or fundraising efforts already underway
· Executive Leadership may be asked to reinforce through strategic communication and relationships

Level 2: Moderate Intervention (Moderate Impact)
(Variance: up to 10% expense overrun and/or up to 20% for revenue shortfall )
Actions may include:
· Expense Overrun
· Delay or reduce discretionary spending
· SLT convenes and determines where there are areas to reduce or cut discretionary spending
· Pause non-essential hiring or backfilling of positions

· Revenue Shortfall

· Reforecast revenue expectations based on updated data
· Determine whether the issue is rooted in timing of grants or lack of commitment (verbal, written, etc.)

· Increase focus on high-probability revenue opportunities
· Secure commitments and an understanding of timing

· Analyze and identify potential opportunities to fill in revenue shortfall with earned income, individual donations, or other sources of unplanned revenue
· Outline tactics to increase revenue in these areas


Level 3: Corrective Action (High Impact)
(Variance: >10% or sustained expense overrun, >20% or sustained revenue shortfall month to month and/or Cash Flow Concern)
Actions may include:
· Expense Overrun-Sustained over 10%

· Increase frequency of monitoring
· ELT reviews expenses weekly

· Formal budget revision and reforecast

· Reduce or defer program or administrative expenses
· SLT convenes to determine areas for reducing expenses

· Adjust staffing if necessary

· Reallocate discretionary or flexible funds where appropriate

· Revenue Shortall – Sustained over 20%

· Increase frequency of monitoring and strategy adjustment
· ELT reviews revenue weekly – provides updates on conversations with funders and identifies next actions

· Determine if there are opportunities to adjust the timing of revenue

· Board members and other key stakeholders are enlisted to support fundraising efforts, close deals

· Increase attention to driving new sources of revenue beyond traditional grants

· Cash Flow Concern— 6 months or less of reserves

· Utilize creative solutions to bridge expense gaps (if available) to maintain operations 

· Drastically pause or eliminate any non-essential expenses until organization increases its reserves

· Consider and implement any staff adjustments
· Potential reductions, reducing benefits, etc.




Example Scenario (How This Works in Practice)
Scenario:
At the end of Q2, total revenue is over 25% below budget, driven primarily by lower-than-expected grant awards and delayed event revenue.

Step 1: Identify Drivers
· Several sizable grants have a delayed processing timeline
· A couple of contracted partners are delayed in payments after being invoiced for services

Step 2: Apply Response Level
This falls within Level 2: Moderate Intervention

Step 3: Action Plan
Executive Leadership Team implements the following:

Revenue Adjustments:
· Revise foundation grant projections based on actual award trends
· Focus efforts on high-probability renewals and late-year opportunities
· Request reliable and consistent funders to move up payments where possible
· Request Board support in addressing revenue shortfall
· Identify new opportunities of earned income and aggressively pursue

Expense Controls:
· Delay hiring of 1 planned FTE ($75,000 impact)
· Identify potential non-essential expenses to reduce

Monitoring Enhancements:
· Move to weekly revenue tracking for grants and earned income
· Update forecast monthly instead of quarterly

Step 4: Outcome
· Adjusted revenue expectations aligned with actual performance
· Expense reductions offset projected shortfall




