MESSAGE FROM THE DIRECTOR OF HEALTH ON FY 08-09 BASE BUDGET

Introduction

On January 22 we presented the first part of the Department of Public Health’s budget for FY
08-09, which included a review of the Mayor’s Budget instructions, a discussion of increased
revenues and revenue neutral proposals, and new regulatory, inflationary and structural

requirements, including increases in contractor costs of doing business.

For this second budget hearing, we are bringing a first presentation of the base budget to you for
review and approval. The budget includes the items presented in January, updated for changes

that have occurred since our last presentation.

Our budget proposes several cost reduction initiatives that, in total, contribute $33.2 million
towards balancing the Department’s base budget and provides $16.4 million toward the Mayor’s
$28.1 million General Fund reduction target. The reductions are comprised of several initiatives
that we would implement by April 15 plus other initiatives that would be implemented following
final adoption of the budget by the Board of Supervisors and Mayor. Because we have not yet
reached our target we will need to identify an additional $11.7 million of cuts. However, we
thought it was important to go forward with those potential cuts we have identified so that both
the Commission and the public have as much time as possible to understand and discuss the

proposed changes.

While we do not have the financial resources within the Health Department to fund new
initiatives or backfill expired grants, we are including a listing of unmet needs should additional
funding be made available through the budget balancing process by the Mayor and Board of

Supervisors.

Following is a table summarizing the components of the base budget and unfunded initiatives.

Revenues
Revenue Neutral

Regulatory
Inflationary
Structural

Annualization of Healthy San Francisco
Reductions implemented in FY 2007-08
Reductions implemented in FY 2008-09

General Fund Reduction

General Fund Target
General Fund Target Balance

General Fund Impact

Increase/(Decrease)

($10,251,829)
(12,096)

$3,198,550
10,395,670
17,734,782

($6,677,690)
26,552,219

General Fund Impact

Increase/(Decrease)

($10,263,925)

$31,329,002

($4,263,902)

($33.229,909)
($16,428,734)

($28.116,186)
$11,687,452
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Funding Requested in Excess of Base
Budget
Expired Grants

General Fund Impact
Increase/(Decrease)

General Fund Impact
Increase/(Decrease)

$2,607,913

Revisions in revenue, revenue neutral, regulatory, inflationary, and structural initiatives

There have been several changes to the items presented on January 22. Following is a table that

summarizes those changes:

Category 1/22 Presentation
General Fund Impact
Increase/(Decrease)
Revenue ($6,148,028)
Revenue Neutral (2,516)
Regulatory 3,198,550
Inflationary 10,085,499
Structural 14,019,320
Total $21,152,825

2/19 Presentation
General Fund Impact
Increase/(Decrease)

Change

($10,251,829) ($4,103,801)

(12,096) (9,580)
3,198,550 0
10,395,670 310,171
17.734.782 3,715,462
$21,065,177 $87,748

The following section briefly discusses each of the changes from our January presentation and
includes a reference to attachments providing additional details.

Revenues

We have increased our revenue budget from $6,148,028 to $10,251,829 for an increase of 67 %.
The following table summarizes changes from our previous presentation:

Environmental Services Fee Increases — Environ. Health (A8, page 4.39)
Removal of One-time Short Doyle Medi-Cal Revenues (deletion of item)
Delinquent Refuse Lien Project — Environ. Health (A9, page 4.43)

Ambulance Fees — Emergency Management Services Agency (A10, page

4.45)
Healthy Workers — SFGH (A11, page 4.49)

Reorganization of Adult Dental Services — PC (A12, page 4.51)
Equalize Copay for Sliding Scale Patients —~ PC (A13, page 4.53)

Revenue Neutral items

$400,311
1,000,000
900,000
77,932

1,400,000
312,458
13,100

$4,103,801

Since the January 22 meeting we have identified ten new revenue neutral opportunities. The

following new initiatives have been added:
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Expenditure ~ Revenue General Fund

Family Health Chronic Care Low Back (83,059) 0 (83,059)
Program Redesign — SFGH (B8, page

4.75)

Women’s Health Center Expansion - 411,042 417,563 (6,521)
SFGH (B9 page 4.77)

Pharmacy Inflation — JH (B10, page 4.79) 122,756 122,756 0
Intensive Family Therapy for Foster Care 2,601,415 2,601,415 0

Families — CBHS-MH (B11, page 4.81)

Expansion of SB 163 Wrap Around - 1,812,082 1,812,082 0
CBHS-MH (B12, page 4.83)

EPSDT Initiative for Intensive Day 637,858 637,858 0
Treatment Serving Youth — CBHS-MH
(B13, page 4.85)

Contractor Short Doyle MediCal — 633,701 633,701 0
CBHS-MH (B14, page 4.87)

Medicaid Administration and Targeted 78,129 78,129 0
Care Management — PHP (B15, page

4.89)

Crisis Response Team — CBHS-MH 103,991 103,991 0

(B16, page 4.93)

Total Revenue Neutral ~ $9,530,200  $9,542,295 ($12,096)

Inflationary Issues

We made a small adjustment to the Pharmacy inflation increase to remove increases for Jail
Health and move those amounts to a revenue neutral initiative funded with an increase to the
Sheriff’s work order. We have also included additional rent increases for space occupied by
EMSA and the STD clinic. Finally, we are including an increase in the work order for telephone
service based on information recently received from DTIS (Department of Telecommunications
and Information Systems).

Pharmacy Inflation (Moved JH to Rev Neutral) - LHH, SFGH, CBHS-MH ($122,576)
(D1, page 4.119)
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Rent Increase - Emergency Management Services Agency (D8, page 4.133) 12,056

Rent Increase - STD (D9, page 4.135) 59,963
Work Orders — Department Wide (D10, page 4.137) 360,728
$310,171

Structural Issues

We have revised one initiative and identified three other structural problems. We increased our
funding request for the Community Program Placement Shortfall from $3,000,000 to $3,357,970
to include additional costs that were omitted from our previous analysis. We have also added
three new initiatives for Laguna Honda

Following is the detail on revisions and new initiatives:

Community Programs Placement Unit Shortfall - CBHS-MH (E3, page $357,970
4.147)

LHH

Department of Medicine Structural Fix (E7, page 4.153) $288,631
Nursing Staffing Structural Fix (E8, page 4.155) 1,217,026
Salary Structural Deficit (E9, page 4.157) 1,851,836
Total LHH $3,357,493
Total $3.715,463

Healthy San Francisco

We have updated the budget for Healthy San Francisco to include a full year of activity. The
previous year was budgeted for only 9 months. The budget also includes the additional revenues
and expenses associated with the growth in enrollment. HSF expenditures consist of program
administration, eligibility and enrollment, program evaluation, information systems, Primary
Care services, services at San Francisco General Hospital, Behavioral Health services, services
of non-profit providers and expenses of the San Francisco Health Plan.

Revenues are projected to increase $11,481,237 and expenditures are projected to increase’
$11,472,237. However, included in increased expenditures is $4,254,902 related to annualizing
salaries and fringe benefits. Those costs are already included in the Department’s base budget,
which was fully updated to annualize all partial year positions and fund MOU increases.
Therefore, while the over-all increases in HSF revenues and expenses are revenue neutral, the
budget initiative for HSF reflects a $4,263,902 net contribution to General Fund to offset those
expenses that were built into our base.
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Reductions

The Department of Public Health is the largest department in the City and receives
approximately 20% of the total discretionary General Fund. As a result, any plan to significantly
reduce use of General Fund must, by necessity include the Health Department. The Mayor’s
budget office initially projected a $229 million City-wide deficit. It now appears that the initial
projections were understated and the deficit is growing. A recent projection by the Controller
forecasts a $4 million reduction in the amount of General Fund that will be available to help
balance next years budget. In addition, the Governor has proposed major cuts in funding to local
government to address a projected State budget deficit. In order to address the growing deficit,
the Mayor has announced the need to implement mid-year reductions to the maximum extent
possible to achieve current year savings and decrease reductions that would otherwise be
required next year.

The initial budget instructions required the Department to reduce its use of General Fund by 8%
or $28.1 million. Because we have not been able to fully cover our regulatory, inflationary, and
structural cost increases with increased revenues, the total reductions required to meet our initial
target increase to $44,917,361. While we have not identified reductions equal to that
requirement, we are proposing cuts that reduce General Fund by $33,229,909, with $11,687,452.
remaining. Reductions include 7 cuts that can be implemented this fiscal year and will save
$1,488,624 in General Fund through June 30, and $6,677,690 in the 08/09 year. We are also
proposing 24 additional cuts that would take effect after the City budget is approved and reduce
use of General Fund an additional $26,552,219.

Although the Mayor’s budget instructions included a directive to prioritize operating efficiencies,
(i.e. reduce administrative costs) over reductions in core services, we have not been able to
identify significant additional administrative expenses in this process. Over the past four years,
the Health Department has made $16.5 million in administrative cuts and eliminated 164
administrative positions. Service reductions over the same period totaled $7.9 million with only
one position deletion.

Mid- Year Reductions

We have reviewed our list of proposed reductions for the coming budget year and identified
those that can be implemented by April 15. While these reductions will reduce current year
spending $1.5 million, they actually save $2.7 million in General Fund when compared with the
savings that would result from implementing them after the City’s budget is finally approved in
July. This is because cuts taken as part of the normal budget cycle are not implemented until
September.

If these cuts are to happen, there is another reason for favoring early implementation. Besides
yielding more savings which can be used to reduce the cuts we must make later, implementing
some cuts at the mid-year allows us to do a better job transitioning both our clients (by
identifying alternative programs) and our employees (by identifying existing jobs). If all cuts
were to happen on September 1, it would be extremely difficult to affect a smooth transition.
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The following reductions are scheduled for implementation on April 15 (March 15 for closure of

the Workers Compensation Clinic):

FY 2007-08
Worker’s Comp Clinic Closure - SFGH (F1, ($214,799)
page 4.163)
Oral Surgery Clinic Reduction in Hours of (87,603)
Operation — SFGH (F2, page 4.165)
8-Hour Per Day Reduction in OR Time — (219,205)
SFGH (F3, page 4.167)
Elimination of Chronic Care Public Health (451,064)
Nursing Program - Health at Home (F4,
page 4.171)
Clinic Director Consolidation — CBHS-MH (248,442)
(F5, page 4.173)
Buster’s Place — CBHS-SA (F6, page 4.175) (244,964)
Senior Disaster Registry — EMSA (F7, page (22,547)
4.177)
Total Implemented in FY 2007-08 (81,488,624)

Reductions to be implemented in 2008/09

FY 2008-09

($736,453)
(420,724)
(1,052,760)

(2,166,295)

(1,193,175)

(1,000,000)
(108.283)

(8$6,677,690)

The following reductions are scheduled for implementation in September, after approval of the

final budget.

Move Young Adults to HSF — SFGH (F8, page 4.179)

Clarendon Hall Closure Annual Value — LHH (F9, page 4.181)

Reduce LHH Beds from 935 to 780 to Meet Rebuild Bed Capacity — LHH
(F10, page 4.185)

Transfer of Gonorrhea and Chlamydia Testing from SFGH Clinical
Laboratory to DPH Public Health Laboratory — SFGH (F11, page 4.189)
Reduction of Health At Home Program — Health at Home (F12, page 4.191)
Limit Services for Uninsured to Seriously Mentally Il Clients — CBHS —
MH (F13, page 4.193)

Fifteen Percent General Fund reduction in Community Programs Services,
civil service and contractual units - (F14, page 4.197)

Removal of Capitation Mechanism in the Assertive Community Treatment
Programs — CBHS (F15, page 4.201)

Administrative and Operating Reductions — Department Wide (F16, details
TBD)

Shape Up San Francisco — Health Promotion (F17, page 4.203)
Residential Treatment for Paralyzed Gunshot Victims - CBHS (F18, page
4.205)

Reduce Bayview Health Initiative — CBHS (F19, page 4.207)

Sex Worker Program — AIDS (F20, page 4.209)

SRO Collaboratives - HUH (F21, page 4.211)

($1,834,822)
(2,300,000)
(1,758,024)

(28,341)

(1,083,859)
(1,346,428)

(10,505,638)
(100,000)
(500,000)

(159,467)
(150,000)

(250,000)

(75,000)
(333,000)
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Hygiene Funding for Shelters- PC (F22, page 4.213)

Job Training and Outreach for Youth - CBHS (F23, page 4.215)

Senior Health Project — PC (F24, page 4.217)

Roads to Recovery and Post Release Education Program — SA/Sheriff (F25,
page 4.219)

Asthma Task Force — Environmental Health (F26, page 4.221)

Nursing Staffing and HR Position Substitutions — LHH (F27, page 4.223)
Reduction in HIV Health Services — AIDS (F28, page 4.225)

Sale of Building on Onondaga Where HAH is located — HAH (F29, page
4.227)

Buprenorphine Acquisition Offset by Reduction of Adult Residential and
Outpatient Slots - CBHS-SA (F30, page 4.229)

Reduction of Selective STD Testing for Persons Over 30 — STD (F31, page
4.233)

Total Implemented in FY 2008-09

Grand Total Reductions

Funding Requested in Excess of Base Budget

Expired Grants

(300,000)
(80,000)
(40,000)

(133,000)

(102,000)
(11,720)
(3,000,000)
(1,000,000)
(1,315,920)

(145.000)

($26,552,219)
($33,229,909)

Historically, the Department’s policy has been to discontinue grant-funded services when the
funding for those services expire. While exceptions to that policy have been made, the budget
constraints we face this year leave us with no other options. While we may not be able to fund
these activities, recognition of the importance of these services has frequently received favorable

attention from the Mayor and Board of Supervisors.

Trauma Recovery Center — CBHS-MH (G, page 4.235)

Preservation of TB Control Screening and Prevention Activities and
Outreach Services for TB Contacts and High Risk Populations — PHP/TB
(G2, page 4.239)

Chlamydia Eradication Among African American Youth (YUTHE) —
PHO/STD (G3, page 4.243)

Medically Managed Beds — Grant Loss — CBHS ~ SA (G4, page 4.247)
CBHS Grant Research and Evaluation — CBHS-SA (G5, page 4.249)
Backfill for Loss of CDPH grant for Childhood Lead Prevention Program—
Environmental Health (G6, page 4.253)

Position Clean-up for HUH Clinic Personnel — PC (G7, page 4.257)
Hospital/EMS Diversion Monitoring/Alerting System (EMResource) -
Emergency Management Services Agency (G8, page 4.259)

Local EMS Information System (LEMSIS) - Emergency Management
Services Agency (G9, page 4.263)

Total

$1,542,060
179,455
22,013
162,284
195,246
262,240

161,753
29,762

53,100

$2,658.615
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Conclusion

We are submitting a draft resolution for your consideration to approve submission of the FY
2008-09 budget to the Mayor’s Office. We plan to return to the Health Commission for a second
budget hearing on March 4. We may need additional time to attempt to develop other proposals
for decreasing our General Fund.
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