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RE: FY 2019-2020 and FY 2020-2021 Proposed Budget - First Hearing

Scheduled for the February 5th Commission meeting is the first hearing on the Department of
Public Health's proposed budget for FY 2019-20 and FY 2020-21 (FY 2019-21). As you know,
on February 19th, Dr. Grant Colfax will become the new Director of Health. Because Dr. Colfax
will join the department during the middle of the departmental budget cycle. the Commission has
requested, and the Mayor's Office has agreed, to allow DPH to delay the completion of its full
budget submission to provide him an opportunity to weigh in on key priorities for the upcoming
budget cycle. For this first hearing, we will review:

. The City's Five-Year Financial Projection and Mayor's Budget Instructions

. DPH's FY 2019-20 Approved Base Budget

. An initial set of initiatives to meet target

This first set of initiatives represent baseline revenues changes and inflationary and structural
expenditure adjustments to maintain existing operations and meets our initial general fund and
revenue targets. Additional proposals, including ones related to programmatic changes, will be
heard at a subsequent meeting. We will work with the Mayor's Office on a revised timeline for
our budget submission and schedule our second hearing in the weeks to come.

Mayor's Budget Instructions

In December, the Mayor's Office issued its five-year financial outlook for the City and budget
instructions for City departments. In the short term, the fiscal picture is similar to last year's,
with continued cost growth projected to outpace growth in revenues. Near-term issues include
growing employee costs, mandatory baseline and set-asides, which reduce general funds
available for balancing. In addition, there is uncertainty related to pending labor negotiations this
spring, recession risks, and potential state and federal changes.

The City's projected general fund deficit is $107. 4 million for FY 2019-20 and increases to
$163. 4 million for FY 2020-21. Should no correction be made to address the shortfall, the
Mayor's Office projects the shortfall to grow to $643. 9 million by FY 2023-24.

This forecast does not assume an economic downturn during the five-year financial planning
horizon. The Mayor's Office and Controller, however, did note that the economy has
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experienced more than nine years of continuous expansion dating back to July 2009. Should this
growth continue to summer of 2019, it would match the longest period of economic expansion-
and if the current economic expansion lasts through the upcoming two-year budget cycle, it
would become the longest expansion on record. These data suggest that it is a realistic possibility
that another economic downturn could occur within the current financial planning horizon,
significantly altering the City's financial outlook.

To help address the deficit, the Mayor's Office has instructed departments to reduce projected
General Fund support by 2% in FY 2019-20 and further reduce by an additional 2% (for a total
of 4%) in FY 2020-21. For DPH this equals $13 million in the first year and $26. 1 million in the
second year of the budget. Departments are instructed to submit a proposal for a 1% and 2%
contingency reduction, or $6. 5 and $13 million for DPH in FY 2019-20 and FY 2020-21,
respectively. Beyond General Fund reduction targets, departments are also instructed to:

. Reprioritize funding and positions within the departmental budget for "highest and best
use"

. Focus on accountability - "Make every dollar count"

. Focus on equitable outcomes - "Prioritize those with the greatest need"

. Not include any new FTE as part of the department's budget submission

First Set of Initiatives

This first hearing will review initial proposals related to baseline revenues at Laguna Honda
Hospital, Zuckerberg San Francisco General (ZSFG) and the San Francisco Health Network,
as well and targeted adjustments in expenditure budget, meeting the Mayor's Office
instruction to reduce General Fund by 2% and 4% in the two years of the budget.

The baseline revenue growth for ZSFG for FY 2019-20 is approximately $54 million and
consistent with prior-year growth. The revenue projection for FY 2020-21 drops by $22
million compared to the budgeted level for FY 2019-20. This drop is a result of two primary
factors: 1) the expiration of the Medi-Cal waiver Public Hospital Redesign and Incentives in
Medi-Cal (PRIME) at the end of 2020; and 2) the scheduled federal reductions to
Disproportionate Share Hospital (DSH) funding (which is currently allocated under the
Global Payment Program) in the same year. Together, these reductions represent a potential
loss of up to $59. 5 million in net payments to DPH. The federal government has indicated
that the current waiver would be California's last waiver, which makes the revenue
projections for in FY 2020-21 unclear. Federal and state lawmakers and county health
departments have begun to discuss what the funding structure could look like after the
waiver, but these conversations are still in the early stages. Given this uncertainty, the in FY
2020-21 budget assumes that ZSFG will suffer a loss of fifty percent of these at-risk revenues
($29. 7 million), but will retain the remaining fifty percent in a future funding model. This
assumption will likely need to be revisited in the next year's budget process when additional
information is known. This budgeted reduction of $29. 7 million is partially offset by
projected increases in other operating revenues, for a total year-over-year reduction of $22.2
million between FY 2019-20 and FY 2020-21.

The expenditure initiatives proposed at this meeting focus on adjustments to ensure sufficient
funds to continue the department's existing operations. In previous years, DPH had a
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persistent structural shortfall where the expenditure budget was consistently insufficient to
cover actual operating costs. DPH required mid-year supplemental appropriations annually
realign its budget to ensure adequate funding for programs. In FY 2013-15, DPH worked
with the Mayor's Office to correct the imbalance and create a realistic expenditure budget.
Since then, the department has not exceeded its budget or required a mid-year supplemental.
Over the last few fiscal years, however, due to inflationary and other pressures, department
spending has increased and has come close to exceeding the budget. At the close ofFY 2017-
18, DPH had a remaining operating balance of $3. 3 million, which represents 0. 14% of its
total operating budget. While the department ended with a positive balance, the budget must
be adjusted to adequately account for observed rates of inflation.

This initial set of proposals for the Health Commission's Febmary 5 hearing meets the
department's meets the department's budgetary targets and leaves a balance of $4. 7 million.
This balance will be required for additional expenditure items to be presented at the second
hearing.

Budget Insfuctions
2% General Fund Reduction Target
Revenue Growth Assumed in Deficit

Initial Set of Initiatives to Meet Target

Revenue

Revenue Neutral

Emerging Needs

Total Proposed

Net Balancing . Above/(Below) Target

1% Contingency Reduction - Proposal pending

FY 19-20

$ (13, 062,251)
(12, 935, 644)

(25, 997,895)

FY 20-21
(26, 124, 502)
(29, 260,883)
(55, 385,385)

Two-Year Total

$ (39, 186, 753)
$ (42, 196, 527)

(81,383,280)

$ 59, 849,960 ^ 41, 550, 183 $ 101,400, 143
$ - $ - $
$ (7, 538,565) $ (7, 742, 316) $ (15, 280,880)
$ 52, 311, 395 $ 33, 807, 867 $ 86, 119, 263

$ 26,313,500 $ (21,577,518 $ 4, 735, 983

(13, 062, 251) (26, 124, 502) $ (39, 186, 753)

Over the next several weeks we will develop additional initiatives for DPH's priorities as
well as the 1% contingency proposal.



FY 19-21 PROPOSED BUDGET

Item Div Description

MAYOR'S INSTRUCTIONS
2% General Fund Reduction

Revenues Assumed In Deficit

Additional 1% Contingency

REVENUE AND SAVINGS

GH Al Zuckerberg San Francisco General
(ZSFG) and Primary Care Baseline
Revenues and Medi-Cal 1115 Waiver

Changes

LH A2 LHH Baseline Revenues

FY 19-20
FTE Expend Revenues Net GF Impact

Change Incr/fDecr) lncr/(Decr) Favorable/
(Unfavorable)

$ (13, 062, 251)
$ (12, 935, 644)
$ (6, 531, 125)

$ 12, 881, 707 65, 100, 618 $ 52, 218, 911

7,631,049 $ 7,631,049

FY 20-21

FTE Expend Revenues
Change lncr/(Decr) Incr/fDecr)

Net GF Impact Comment

Favorable/
(Unfavorable)

$ (26, 124, 502)
$ (29,260,883)
$ (13,062,251)

$ (4,652,881) 25, 343,628 $ 29,996,509 Annual adjustments to ZSFG, Primary Care and SFHN
revenue based on actual projections related to Medi-

cal. Capitation, Medicare and other patient revenues.

$ 11, 553, 674 $ 11, 553, 674 Annual adjustment to baseline revenues at Laguna
Honda Hospital due to legislated state rate increase.

TOTAL REVENUE

REVENUE NEUTRAL
Bl Annual Adjustments to

Environmental Health

TOTAL REVENUE NEUTRAL

EMERGING NEEDS - DPH
Continue to Strengthen Department Foundation

Cl Laguna Honda Hospital and
Zuckerberg San Francisco General

Salary Adjustments

C2 Materials and Supplies Adjustments

for Population Health and

ZuckerbergSan Francisco Genera]

C3 Continuing Hepatitis C Treatment for
Jail Health Patients

TOTAL EMERGING NEEDS

TOTAL ALL INITIATIVES

INFLATIONARY (Does not affect target)
DPH Dl Pharmacy and Other Inflationary

Costs

TOTAL INFLATIONARY

$ 12,881,707 72,731,667 $ 59,849,960

$ 880,936 880,936 $

$ 880,936 880,936 $

$ 4,527,796

$ 2, 678, 091

$ 332,678

$ (4,527,796)

$ (2,678,091)

$ (332, 678)

$ 7,538,565 - $ (7,538,565)

$ 21,301,208 73,612,603 $ 52,311,395

$ - $ - $

$ (4,652,881) 36,897,302 $ 41,550,183

$ 880, 936 880, 936 $

$ 880,936 880,936 $

$ 4, 731, 547

$ 2,678,091

$ 332,678

Annual and legislated increases in Environmmental

Services inspection fees to cover related program
ex enditures.

S 7,742,316

$ 3, 970, 371 37, 778, 238 $ 33, 807, 867

$ (4, 731, 547) Adjust salary savings at by $2. 2 million and
Zuckerberg San Francisco General and $2.5 million

Laguna Honda Hospital to reflect current operating
ex enditures.

$ (2, 678, 091) Adjusts materials and supplies spending by $2.3
million atZSFG and $335,000 for Population Health.

$ (332, 678) Increase Jail Health pharmaceutical budget to
continue treatment of Hepatitis C (HCV) for those

transferring into the jail who are already on
treatment.

$ (7,742,316)

$ 6, 406, 332 $

$ 6,406, 332 $

$ (6,406,332) Increased expenditure authority related to
pharmaceuticals, food, as well as housing and
laundry contracts to reflect inflation on the price of
these critical su lies and services.

$ (6,406,332)

L\Budget\14-16\DPH FY 19-21 HC Summary 2-5-19 2/1/20199:56 AM



Initiative Number - Al

FY 2019-20 & 2020-21 Program Change Request

DIVISION:
D DPH - department wide D Population Health

Zuckerberg San Francisco General |_| Laguna Honda Hospital
SF Health Network Wide

D Ambulatory Care

PROGRAM / INITIATIVE TITLE: ZSFG & SF Health Network Baseline Revenues
TARGETED CLIENTS: N/A
PROGRAM CONTACT: Valerie Inouye and Chia Yu Ma, SFHN Finance Managers

FY2019-20 FTE
Change

FY 2020-21 FTE
Cumulative Change

FY 2019-20
General Fund Impact

Favorable/ Unfavorable

$52,218,911

FY 2020-21 Cumulative Net

General Fund Impact
Favorable)/Unfavorable

$29,996,509

PROGRAM DESCmPTION: (brief descri tionofpro osed change)
To adjust Zuckerberg San Francisco General and San Francisco Health Network baseline
revenues including Primary Care due to current volumes and managed care projected funding
changes outlined in the current Medi-Cal Waiver.

JUSTIFICATION:
Net patient revenues at Zuckerberg San Francisco General are being adjusted to reflect

FY 17-18 levels, our most recent completed fiscal year and budgeted revenues are being
realigned into the correct categories. In addition, there is a new Medicaid managed care rule
which effectively transforms some of the Medi-Cal supplemental payments to two new
programs, the Enhanced Payment Program (EPP) and the Quality Incentive Program (QIP).
These amounts are being adjusted to reflect recent projections.

The revenue projection for FY 2020-21 drops by $22 million compared to the budgeted
level for FY 2019-20. This drop is a result of two primary factors: 1) the expiration of the Medi-
Cal waiver Public Hospital Redesign and Incentives in Medi-Cal (PRIME) at the end of 2020;
and 2) the scheduled federal reductions to Disproportionate Share Hospital (DSH) funding
(which is currently allocated under the Global Payment Program) in the same year. Together,
these reductions represent a potential loss of up to $59. 5 million in net payments to DPH. The
federal government has indicated that the current waiver would be California's last waiver,
which makes the revenue projections for in FY 2020-21 unclear. Federal and state lawmakers
and county health departments have begun to discuss what the funding structure could look like
after the waiver, but these conversations are still in the early stages. Given this uncertainty, the in
FY 2020-21 budget assumes that ZSFG will suffer a loss of fifty percent of these at-risk revenues
($29. 7 million), but will retain the remaining fifty percent in a future funding model. This
assumption will likely need to be revisited in the next year's budget process when additional
information is known. This budgeted reduction of $29. 7 million is partially offset by projected
increases in other operating revenues, for a total year-over-year reduction of $22. 2 million
between FY 2019-20 and FY 2020-21

Also included in SFHN baseline is a $2. 6 million reduction in Primary Care revenues
mainly due to a slight decrease in SFHP members which affects the capitation revenue and the



increase in Out of Medical Group (OOMG) costs for the SFHP Medi-Cal Population for which
SFHN is responsible. These revenues are offset by a required Intergovernmental Transfer (IGT)
payment, but still result in a net increase in revenue and reduced general fund.

IMPACT ON CLIENTS: (units of service and/or number of clients affected, if applicable)
No impact on clients.

EXPENSE AND REVENUE IMPACT: (for both fiscal ears)
Net revenues will increase by $54. 8 million in FY19-20 and reduces to $30 million in FY20-21.

IMPACT ON DEPARTMENT'S WORKFORCE :
No im act on FTEs in both ears.



INITIATIVE TITLE: ZSFG & SF Health Network Baseline Revenues

Description FY 2019-20 FY 2020-21

Sources:

ZSFG Patient Revenues

Primary Care Capitation

SFHN Capitation
SFHN GPP/Prime

SFHN EPP

SFHN QIP

Subtotal Sources

Uses: Salary and Benefits
Operating Expense IGT

81,007, 949 $
(2,632,374) $

323,283 $

(1,053,240) $
(9,480,000) $
(3,065,000) $

65, 100, 618 $

12,881,707 $

89, 303, 022

(2, 632,374)
323, 283

(49, 105,303)
(9,480,000)
(3,065,000)

25, 343, 628

(4, 652,881)

Subtotal Uses 12, 881, 707 $ (4,652,881)

Net General Fund Subsidy Required (savings)/cost

(Uses less Sources)

Total FTE's

Positions (List positions by Class, Title and FTE)
Class Title FTE

(52, 218,911) $

0.00

FTE

(29,996,509)

0.00

Total Salary
Fringe

Total Salary and Fringe

M/Budget/FY 12-14/A1 - FY 19-21 ZSFG 8, SFHN Baseline Revenues AIIB_2019-01-30-1



Initiative Number: A2

2019-20 and 2020-21 Program Change Request

DIVISION:
DPH - department wide D Population Health Q SF Health Network Wide /
San Francisco General Hospital X Laguna Honda Hospital Managed Care

II Ambulatory Care

PROGRAM / INITIATIVE TITLE: Laguna Honda Hospital Baseline Revenue
TARGETED CLIENTS: n/a
PROGRAM CONTACT NAME: Chia Yu Ma, LHH CFO

2018-19 FTE Change

n/a

2019-20 FTE Cumulative
Change

n/a

FY 2018-19 Net
General Fund Impact

Favorable/ Unfavorable

$7, 631, 049

FY 2019-20 Cumulative Net
General Fund Impact

Favorable/ nfavorable

$11,553,674

PROGRAM DESCREPTION: (brief descri tion of roposed change)
Laguna Honda Hospital's baseline revenues will increase by $7, 631, 049 in FY.2019-20 and $11, 553, 674
inFY2020-21.

JUSTIFICATION:
The projected increase in inpatient revenue at Laguna Honda Hospital is due to Skilled Nursing Facility
(SNF) rehab San Francisco Health Plan capitation adjustment for FY 2018-19 and a 2% increase in
Medi-Cal Acute Per Diem Rates and DP/NF Supplemental revenue based on federal matching
requirements for FY 2019-21.

IMPACT ON CLIENTS: (units of service and/or number of clients affected, if a licable)
No impact.

EXPENSE AND REVENUE EVIPACT: (for both fiscal ears)
Increase in revenues which will reduce eneral fund subsid for the de artment.

IMPACT ON DEPARTMENT'S WORKFORCE :
No impact.



ATTACHMENT B

SUMMARY OF PROGRAM COST

INITIATIVE TITLE: Laguna Honda Baseline Revenues

Description
Sources:

Net Patient Revenue

FY 2019-20 FY 2020-21

7,631, 049 11,553,674

Subtotal Sources

Uses:

7,631,049 $ 11,553,674

Subtotal Uses

Net General Fund Impact (Unfavorable)/Favorable
(Uses less Sources)

Total FTE's

New Positions (List positions by Class, Title and FTE)
Class_ Title

7,631,049 $

0. 00

11,553,674

0.00

FTE FY 19-20 FTE FY 20-21

Operating Expenses
Index Code Character/Subobject Code FY 19-20 FY 20-21

Facilities Maintenance, and Equipment (List by each item by count and amount)

A2-FY19-21 LHH Baseline Revenue w5-yr projection 20190115/New Request Form (1/16/19)



Initiative Number - Bl

FY 2019-20 & 2020-21 Program Change Request

DIVISION:
I[ DPH - department wide

San Francisco General
Population Health

II Laguna Honda Hospital
SF Health Network Wide
Ambulatory Care

PROGRAM / INITIATFVE TITLE: Environmental Health Baseline Revenue/Expenditures
TARGETED CLIENTS: All San Francisco Residents and Regulated Business Establishments
PROGRAM CONTACT NAME/TITLE: Christine Siador 628-306-7621

FY2019-20 FTE
Change

n/a

FY 2020-21 FTE
Cumulative Change

n/a

FY 2019-20
General Fund Impact

Favorable/ Unfavorable

$0

FY 2020-21 Cumulative Net
General Fund Impact

Favorable/ Unfavorable

$0

PROGRAM DESCmPTION: (brief description of roposed change)
The ,San Francisco Department of Public Health's Environmental Health Branch strives to
promote health and quality of life in San Francisco by ensuring healthy living and working
conditions in the City and County of San Francisco. Projected revenues fluctuate annually due to
various reasons, including change in inventory, new fees, changes in regulatory programs, fee
increases (CPI), and economic conditions. Expenditures are adjusted (when feasible) to ensure
that programs do not exceed 100% cost recovery and to minimize the impact on the General
Fund as well as to local businesses.

JUSTIFICATION:
Projected increases in revenues are due to cost of living (CPI), adjustment to operating costs
increases in fees, changes in inventory, and program changes due to state regulations. As outlined
in authorizing legislation, fees and expenditures are adjusted accordingly for workloads to ensure
cost recovery and adequate staffing and resources to carry out regulatory work. Fees that were
increased were based on the CPI (4. 50%) and the remaining increases are based on increased
inventory and labor.

The expenditure budget for FY 2019-20 to 2020-21, includes $625, 000 in each year furniture,
fixtures and equipment as well as moving costs associated with the planned re-location of
Environmental Health Branch's offices to the City-wide permit center on 49 South Van Ness.
This new center will house all city permitting agencies and improve collaboration among city
departments and facilitate the permitting processes for both the staff and the public. Overall
Environmental Health's baseline revenues and expenditures will be increased by $880, 936 in
FY19.20andFY20. 21.

The following programs have changes in revenue:

Program Naine /
_??roJect<?o!?e

Reason for Revenue Change

Air Quality /
Project: 10001814

c '

Nominal cost recovery fee increase to offset
existing o erating cost increases; Increase in

Change in
Baseline Revenue

$14, 612



I Base Closures /

Project: 10001815
I Food Safety /
[Pv^GCtlQOOlSU
I Hazardous Materials /

I Project: 10001818
i Hazardous Waste /

Project: 10001819

Massage Program /
Project: 10001822

I Medicinal Cannabis /

Project: 10001823
Recreational Cannabis

/Pro]ect^l0029672_
Noise Abatement /

_]proiect:-10^01-824-.
Non-Potable Water/
Project: 10001825

Radio Frequency /
Project: 10001827
Solid Waste Insp /
Project: 10001826
Tattoo & Body Art /
Project: 10001828
Tobacco Smoke /

I Project: 10001829
Housing and Vector
Control /
Prq]ect_l0p0 1831^
Water Quality /
Project: 10001832

quantity
CPI fee increase to offset existing operating
cost increases

I CPI fee increase to offset existing operating
] cost increases

I CPI fee increase to offset existing operating
I cost increases

I Nominal cost recovery fee increase to offset
existing operating cost increases; Decrease in
quantity
Nominal cost recovery fee increase to offset
existing operating cost increases
Program ending - Zeroed out revenue and
expenditures
CPI fee increase to offset existing operating
cost increases

Nominal cost recovery fee increase to offset
existing operating cost mcreases_
CPI fee increase to offset existing operating
cost increases; Increase in quantity due to
changing regulations
CPI fee increase to offset existing operating
cost increases

CPI fee increase to offset existing operating
cost increases

Nominal cost recovery fee increase to offset
existing operating cost increases

I Nominal cost recovery fee increase to offset
existing operating cost increases
CPI fee increase to offset existing operating
cost increases

CPI fee increase to offset existing operating
cost increases

$13,237

$426, 395

$172,071

$3, 129

$45,068

$(239, 622)

$34, 753

$2,321

$111,313

$8,734

$54,357

$17,439

$31,492

$158,341

$27,296

IMPACT ON CLIENTS: (units of service and/or number of clients affected, if applicable)
A central permit center will greatly improve customer experience. This will also be a unique
opportunity to collaborate and streamline processes. Plans are still being developed but can
include shared payment and cashiering, front desk and queue management.

EXPENSE AND REVENUE IMPACT: (for both fiscal ears)
Revenues and ex enditures will be increased by $880, 936 in FY19-20 and FY20-21,

IMPACT ON DEPARTMENT'S WORKFORCE :
No change to Environmental Health's workforce.



INITIATIVE TITLE: Envrionmental Health Baseline Revenue/Expenditures

Description
Sources:

Revenues

Change in EH Fee revenue

W&M Surplus gas tax disbursement
Subtotal Sources

Uses: Salary and Benefits
Operatmg Expense

Subtotal Uses

Net General Fund Subsidy Required (savings)/cost
(Uses less Sources)

FY 2019-20

780, 936 $

100,000 $
880,936 $

65,444 $
815,492 $

880, 936 $

880,936 $

FY 2020-21

872, 917

872, 917

143,202
737, 734

880, 936

880,936

Total FTE's 0.00 0.00

New Positions (List positions by Class, Title and FTE)
Class Title

99 9 3 M_Z Attrition Savings - Miscellaneous
TEMPM_E Temporary - Miscellaneous
COLA Base Assumption

0

Total Salary
Frmge

Total Salary and Fringe

Character/Subobject Code
2700 professional services

Moving expenses to new building
Work order with DPA

Vehicle Replacement (x3)

Total OPEX

FTE
0. 00
0. 00
0.00
0. 00
0.00

0.00

(425,689)
(308, 867)
800, 000

65,444

65, 444

0. 00

0.00

(264, 817)

408, 019

143, 202

143,202

$

$

$

625, 000

77, 758
112, 734

815,492

625,000

112, 734

737, 734

M/Budgel/FY 12-14/B-f - FY 19-21 Annual Environmental Health Fees



Initiative Number - Cl

FY 2019-20 & 2020-21 Program Change Request

DIVISION:
DPH - department wide

^ San Francisco General Hospital
Population Health
Laguna Honda Hospital

D SF Health Network Wide
D Ambulatory Care

PROGRAM / INITIATP/E TITLE: Laguna Honda Hospital (LHH) and Zuckerberg San Francisco
General (ZSFG) Salary Adjustments
TARGETED CLIENTS: ZSFG and LHH patients
PROGRAM CONTACT NAME/TITLE: Greg Wagner, CFO

FY2019-20 FTE
Change

n/a

FY 2020-21 FTE
Cumulative Change

n/a

FY 2019-20
General Fund Impact

Favorable/ Unfavorable

$4, 527, 796

FY 2020-21 Cumulative Net
General Fund Impact

Favorable/ nfavorable

$4, 731, 547

PROGRAM DESCRIPTION: (brief descri tion of ro osed chan e)
Adjust salary savings by $2. 2 million for Zuckerberg San Francisco General and $2. 5 million for
Laguna Honda Hospital to reflect current operating expenditures.

JUSTIFICATION:
DPH salaries and mandatory fringe benefits total almost $1.2 billion and make up a fifty

two percent ofDPH's $2. 3 billion budget. Over the last several years the department has
improved its hiring process to reduce the number of vacancies and has also repurposed vacancies
to meet new programmatic needs, which has resulted in increases in salary and fringe costs. In
FY 17-18, the department ended the entire year with an unspent balance of $1. 2 million in total -
or .001% of its total salary budget.

To ensure sufficient budget in future years to support current operations at the hospital
which have mandated staffing ratios DPH proposes to adjust salaries and benefits in attrition and
step savings and/or special class pay such as holiday, premium and overtime. Laguna Honda will
receive a 1% increase in its operating salaries and fringes for a total correction of $2. 4 million.
Similarly, Zuckerberg San Francisco General will receive a 0. 5% correction of $2.2 million. A
4. 5 % inflation factor is assumed for FY 2020-21. While the overall value of the change is
significant it represents 0. 6% of the departments total operating salary and fringe expenditure
budget.

IMPACT ON CLIENTS: (units of service and/or number of clients affected, if applicable)
None.

EXPENSE AND REVENUE IMPACT: (for both fiscal years)
ZSFG salary and fringe increase of $2. 15 million, increasing to $2. 44 million in FY 2020-21
LHH salary and frin e increase of $2. 38 million, increasing to $2. 48 million in FY 2020-21.

IMPACT ON DEPARTMENT'S WOMCFORCE :
No im act to the department's osition authorit or workforce.



INITIATIVE TITLE: Laguna Honda Hospital and Zuckerberg San Francisco General Salary Structural Correction

Sources:

Revenues

Description FY 2019-20 FY 2020-21

$

Subtotal Sources

Uses: Salary and Benefits
Operating Expense

$

4, 527, 796 $ 4, 731, 547

Subtotal Uses

Net General Fund Subsidy Required (savings)/cost
(Uses less Sources)

Total FTE's

New Positions (List positions by Class, Title and FTE)
Class Title

Salary Savings Adjustment - ZSFG
Mandatory Fringe Benefits

Salary Savings Adjusfanent - LHH
Mandatory Fringe Benefits

4,527, 796 $ 4, 731, 547

FTE
0. 00
0. 00

Subtotal LHH

0.00
0. 00

1,989,963
157. 605

2, 147, 568

2,205, 548
174. 679

FTE
2,079, 512

164. 697
2,244, 209

2,304,798
182,540

M/Budget/FY 12-14/C1 - FY 18-21 Salary Structural Correction



Initiative Number - C2

FY 2019-20 & 2020-21 Program Change Request

DIVISION:
DPH - department wide [_] Population Health

13 San Francisco General Hospital ^ Laguna Honda Hospital
SF Health Network Wide

[_| Ambulatory Care

PROGRAM / INITIATIVE TITLE: Material and Supplies Adjustments for Zuckerberg San
Francisco General and Population Health
TARGETED CLIENTS: ZSFG and LHH patients
PROGRAM CONTACT NAME/TITLE: Jennifer Boffi, ZSFG CFO and Christine Siador, PHD

Deputy Director of Finance and Operations

FY2019-20 FTE
Change

n/a

FY 2020-21 FTE
Cumulative Change

n/a

FY 2019-20
General Fund Impact

Favorable/ Unfavorable

-($2,678,091)

FY 2020-21 Cumulative Net
General Fund Impact

Favorable/ Unfavorable

-($2, 678, 091)

nl^onPROGRAM DESCRIPTION: (brief descrii. tion of .ro. -^
Adjust materials and supplies budget by $2. 3 million at Zuckerberg San Francisco General and
$355, 186 for Public Health Lab and City Clinic.

JUSTIFICATION:
Material and supplies at the department of public health are primarily clinical supplies

needed to deliver services. While, the department has adjusted its pharmaceutical and food
supplies budget annually due to aggressive market changes as described in the pharmacy
inflationary initiative, it has not adjusted the non-pharmaceutical portion of the materials and
supplies budget with the same consistency.

Over the last several years, the inflationary costs for supplies is raising the costs above
our current budget. Zuckerberg San Francisco General ended the FY 2017-18 with a $5 million
shortfall in materials and supplies. It received a $3. 2 million correction for FY 2018-19 of which
only $900, 000 was ongoing. This correction is to fund the remaining $2. 1 million ongoing. With
this correction and other cost savings efforts, ZSFG is better poised to fiscally manage its
materials & supplies expenses needed for patient care.

In addition, the Public Health Lab (PHL) has had a persistent structural shortfall in its
materials and supplies budget due to increases in the number of tests performed as part our
prevention strategy for communicable diseases, particularly for sexually transmitted diseases
(STD). With the rising STD rates, an emphasis on routine, frequent screening is a core
component of prevention and control. PHL is the primary testing site for gonorrhea and
chlamydia for the San Francisco AIDS Foundation, as well as the SFHN, in addition to City
Clinic. PHL has also seen increased demand from SFHN and community sites for blood tests that
detect latent tuberculosis infection, and this is a key strategy to achieve oiir goal ofTB
elimination in San Francisco.

Similarly, disease prevention and control has required increases doses of medication to
treat s hilis, gonorrhea and chlamydia as those STDs have all increased. This ensures that those
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INITIATIVE TITLE: ZSFG and PHD mats and supplies correction

Sources:

Revenues

Description FY 2019-20 FY 2020-21

$

Subtotal Sources

Uses: Salary and Benefits
Operating Expense

$

2,678, 091 $ 2,678, 091

Subtotal Uses

Net General Fund Subsidy Required (savings)/cost
(Uses less Sources)

Total FTE's

New Positions (List positions by Class, Title and FTE)
Class Title

0

0

0

Character/Subobject Code
540000 Materials and Supplies - ZSFG
540000 Materials and Supplies - PPID

FTE
0. 00
0. 00
0. 00

Total Salary 0. 00

Fringe

Total S alary and Fringe 0.00

2,678, 091 $

2,678,091 $

0.00

FTE

0. 00

0 0.00

2,322,905
$ 355, 186

$ 2, 678, 091

2,678, 091

2,678,091

0.00

2, 322, 905
$ 355, 186

$ 2,678, 091

M/Budget/FY12-14/C2-FY 19-21 ZSFG and PHD mats and supplies correction



Initiative Number - C3

FY 2019-20 & 2020-21 Program Change Request

DIVISION:
D DPH - department wide
D San Francisco General Hospital

D Population Health
Laguna Honda Hospital

D SF Health Network Wide
Ambulatory Care - Jail Health

PROGRAM / INITIATFVE TITLE: Continue Hepatitis C Treatment for Jail Health Patients
TARGETED CLIENTS: Jail Health Clients
PROGRAM CONTACT NAME/TITLE: Dr. Lisa Pratt, Director, Jail Health Services

FY2019-20 FTE
Change

n/a

FY 2020-21 FTE
Cumulative Change

n/a

FY 2019-20
General Fund Impact

Favorable/ Unfavorable
$332, 678

FY 2020-21 Cumulative Net
General Fund Impact

Favorable/ nfavorable

$332, 678

PROGRAM DESCRIPTION: (brief descri tion of ro osed chan e)
Increase Jail Health pharmaceutical budget by $332, 678 to allow for the continuation of
treatment of Hepatitis C (HCV) for those transferring into the jail who are already on treatment.

JUSTIFICATION:
Currently, 16 newly admitted jail health patients were undergoing HCV treatment prior to
incarceration and we must provide continuing treatment, as is required of any serious condition.
The most commonly used medication for HCV treatment costs $445/day. An increasing number
of patients are expected to enter the jail on treatment because of the focus on eradication of this
disease in the community as well as in incarcerated people. This would continue to support
treatment for approximately 25 patients annually.

IMPACT ON CLIENTS: (units of service and/or number of clients affected, ifap licable)
Patients will continue to receive treatment while the are incarcerated.

EXPENSE AND REVENUE IMPACT: (for both fiscal ears)
Increase of materials and su lies expenditure of $332, 678 annually

IMPACT ON DEPARTMENT'S WORKFORCE :
None.



INITIATIVE TITLE: Continue HCV Treatment for JH Patients

Description

Sources:

Revenues

FY 2019-20 FY 2020-21

$ - $

Subtotal Sources

Uses: Salary and Benefits
Operating Expense 332, 678 $ 332, 678

Subtotal Uses

Net General Fund Subsidy Required (savings)/cost
(Uses less Sources)

Total FTE's

New Positions (List positions by Class, Title and FTE)
Class Title

332, 678 $

332,678 $

0, 00

332, 678

332, 678

0. 00

Character/Subobject Code
Pharmaceuticals - 540000

FTE FTE

Total Salary
Frmge

Total Salary and Fringe

332,678 332, 678

$ 332, 678 $ 332, 678

M/Budget/FY 12.14/C3 - FY 19-21 Continue HCV TrealmenlforJH CllBnts



Initiative Number - Dl

2019-20 and 2020-21 Program Change Request

DFVISION:
13 DPH - department wide
II Zuckerberg San Francisco General Hospital
II Ambulatory Care: Primary Care

[_] Population Health
Laguna Honda Hospital

SF Health Network

Wide / Managed Care

PROGRAM / INITIATIVE TITLE: DPH Pharmaceuticals and Materials and Supplies Inflation
TARGETED CLIENTS: SFHN Clients
PROGRAM CONTACT NAME: David Woods and Jenny Louie

2019-20 FTE Change 2020-21 FTE Cumulative
Change

FY 2019-20 Net
General Fund Impact

Favorable/ Unfavorable

FY 2020-21 Cumulative Net
General Fund Impact

Favorable/ nfavorable

-($4,951,434)

PROGRAM DESCRIPTION: (Brief description of Pro ram Change)
This initiative requests annual inflationary adjustments for expenses critical to network operation. This
adjustment is critical to ensuring that DPH is able to continue to provide services and treatments to its
patients. The department projects cost increases of 9% for pharmaceuticals, 3% for food and 3.2% for
laundry & linen costs.

JUSTIFICATION:
Market dynamics over the past 5 years have been shifting in a way that has caused the pricing of certain
pharmaceuticals to rise at an extraordinary rate. Projected nation-wide increases in drug expenditures of
7-10% are consistent among all settings. Primary causes for increase in expenditures include:

. Specialty Drugs are forecasted to be 50 percent of all drug expenditures in 2019. Novel, very
expensive specialty treatments for conditions that previously had either limited to no medication
therapy options are continually being approved. The therapeutic drug classes with the largest
increases include autoimmune disorders, HTV and oncology.

. Increased utilization of medications: Prescription utilization is increasing as older patients live
longer and healthier lives. Patients over 50 years of age are responsible for 77 percent of
prescription growth since 2011. Categories making an impact on drug spend due to increased
utilization include diabetes, inflammatory conditions, asthma and cardiovascular diseases.

The net result of factors that will increase and decrease drug costs at DPH are projected to lead to an
overall increase in the cost ofpharmaceuticals for the department of 9% in FY 2018-2020. DPH will
continue to utilize tight drug formulary conta-ol and aggressive use of lower cost generic drugs to help
offset increases in expense.
In addition DPH continues to leverage discounts for its food purchase, it expects a 3% increase in food
costs in next fiscal year. Finally, laund'-v and linen costs will rise b ' 3.2%.

IMPACT ON CLIENTS: (unit of service and/or number of clients affected)
None

EXPENSE AND REVENUE IMPACT: (for both fiscal ears)
Expenditure increase in FY 2019-20 of $4, 559, 471 for pharmaceuticals, $273, 778 for food and $118, 185
for laund and linen.

BIPACT ON DEPARTMENT'S WORKFORCE:
None



who are diagnosed with these infections have access to effective treatment for their own health,
and to prevent transmission to partners. City Clinic has also prioritized vaccination against
Hepatitis A, Hepatitis B, meningococcal infection to prevent outbreaks of these infections in San
Francisco.

To ensure sufficient budget to support current operations at the hospital, this initiative
maintains the $2. 3 million budget in FY 2020-21 budget at ZSFG and adds $355, 061 in the
population health for a total of $2. 7 million of corrections.

IMPACT ON CLIENTS: (units of service and/or number of clients affected, if a licable)
None.

EXPENSE AND REVENUE IMPACT: (for both fiscal years)
ZSFG materials and supplies increase of $2, 322, 905 million annually and Population Health
increase of $35 5,0 61 annuall .

IMPACT ON DEPARTMENT'S WORKFORCE :
None.
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ATTACHMENT B
SUMMARY OF PROGRAM COST

INITIATIVE TITLE: DPH Pharmaceuticals and Materials and Supplies InHation

Description FY 2019-20 FY 2020-21
Sources:

Subtotal Sources

Uses:

Operating Expenses

Subtotal Uses

Net General Fund Subsidy Required (savings)/cost
(Uses less Sources)

Total FTE's

New Positions (List positions by Class, Title and FTE)
Class Title

n/a

FTE FY 16-17 FTE

6,406,322

6,406,322

6,406,322

n/a

FY 17-18

Operating Expenses
Character/Subobject Code
544610 Pharmaceutical Supplies - ZSFG
544610 Pharmaceutical Supplies - LHH
544610 Pharmaceutical Supplies - Jail Health
544610 Pharmaceutical Supplies - Primary Care
544610 Pharmaceutical Supplies - Primary Care
544610 Pharmaceutical Supplies - CBHS
521000 Pharmaceutical Supplies - CBHS
546990 Food LHH
546990 Food ZSFG
527000 Laundry Services & Linen LHH
527000 Laundry Services & Linen ZSFG

FY 19-20 FY 20-21
3,261,454
1, 160,482

292, 155
246,319

22,492
462,583
556,855
135,647
146,344
64,903
57,088

Facilities Maintenance, and Equipment (List by each item by count and amount)

D1 - FY19-21 DPH Pharmacy and Materials and Supplies Inflation/New Program Request


