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Agenda

1. Review	Mayor’s	Office	Financial	Projections	and	Budget	
Instructions

2. DPH’s	General	Fund	Support	and	Citywide	Context
3. DPH	5-Year	Projection	Update
4. Major	Initiatives
5. Contingency	Planning	for	Federal/State	or	Economic	Impacts

2



DRAFT

1.	Mayor’s	Office	Financial	Projections	and	Budget	
Instructions

• In	the	short	term,	fiscal	picture	is	similar	to	last	year.
• In	the	medium	to	long	term	–

o Existing	areas	of	concern:	
1) Growing	employee	costs;	
2) Cost	shift	from	state	on	IHSS;	and	
3) Large	number	of	baselines	and	set	asides.

o Future	risks	/	uncertainty	related	to:	
1) The	timing	of	the	economic	cycle;	
2) Federal	risks:	tax	reform,	Affordable	Care	Act,	and	budget.
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• Need	to	continue	responsible	fiscal	policies:	
• Building	our	reserves;	
• Limit	on-going	cost	growth;	and	
• Fund	strategic	one-time	investments.	

• Instructions	to	Departments:	
• Revenue	or	reduction	targets	(2.5%	growing	to	5%);	
• No	growth	and	absorb	cost	increases;	and
• No	new	FTEs.
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Joint	Report	Projection	– Assumptions

• “Base	case”	projection
• Revenue

• Economy	strong	but	revenue	growth	slowing	and	signs	of	growth	
constraints

• Salary	and	Benefits	
• Benefit	cost	increases	– health	and	pension	
• Inflation	increase	on	personnel	(average	of	Moody’s	&	CA	DOF)

• Citywide	Costs		
• Inflation	on	nonpersonnel	(including	grants	for	nonprofits)
• IHSS	cost	increases	from	the	State
• Funding	the	Hall	of	Justice	Exit	plan
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Approx. $262 million for the upcoming two-year budget. Mayor must introduce a balanced budget each year.

FY 18-19 FY 19-20 FY 20-21 FY 21-22 % of Uses

   Total - Sources 189.9      450.7      330.3      436.8      

Uses
Baselines & Reserves (78.2)       (117.0)     (158.1)     (180.3)     16%
Salaries & Benefits (132.7)     (290.8)     (437.8)     (559.0)     49%
Citywide Operating Budget Costs (50.6)       (152.5)     (208.8)     (282.0)     25%
Departmental Costs (16.6)       (63.8)       (86.8)       (124.9)     11%
   Subtotal - Uses (278.1)     (624.1)     (891.4)     (1,146.0)  100%

Projected Cumulative Surplus / (Shortfall) (88.2)       (173.4)     (561.2)     (709.3)     

1.	Mayor’s	Office	Financial	Projections	and	Budget	
Instructions
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Joint	Report	Projection	- Projected	Expenditure	
Growth

• Total	projected	expenditure	growth	over	the	
four	year	period	is	$1.1	billion

• The	salaries	and	benefits	section	is	driven	by	
inflation	on	wages,	and	pension	and	health	
cost	increases

• For	Citywide	operating	costs,	42%	of	this	
growth	is	inflation	on	non-personnel	&	
grants	to	nonprofits

• For	baselines	and	set	asides,	MTA	and	the	
Children’s	Fund	make	up	76%	of	the	growth

• For	Departmental	costs,	65%	of	the	growth	
is	related	to	the	IHSS	cost	shift	from	the	
state
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Looking	Forward	– Rapid	Employee	Cost	Growth

• Pension	– supplemental	COLA	/	loss	of	lawsuit,	returns	below	7.5%,	and	people	
living	longer

• Wages	– CPI	increasing	and	more	employees

• Health	benefits	– almost	double-digit	cost	growth	projected	each	year	
• Rich	benefits;	uncertainty	at	federal	level	pushing	costs	up
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Looking	Forward	– Employee	Compensation	Cost	
Growth

Personnel	costs	
per	FTE	have	
grown	at	more	
than	twice	the	
rate	of	inflation	
during	the	past	
decade.

Total	Comp	
per	FTE	-
$114,478

Total	Comp	
per	FTE	-
$153,478

1.	Mayor’s	Office	Financial	Projections	and	Budget	
Instructions
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Long	Term	Fiscal	Picture	– Baselines	and	Set-asides

Baseline	spending	has	grown	dramatically	from	$200	million	in	FY94-95	to	a	projected	$1.6	billion	in	FY21-22.
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Baseline	spending	levels	by	category	FY	94-95	to	FY	21-22
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Looking	Forward	– Risk	on	Economic	Climate
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Our	current	expansion	is	the	3rd	longest	since	1945
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Looking	Forward	– Risk	on	Economic	Climate

Fund	balance	and	
transfer	tax	are	the	
biggest	risk	on	the	
revenue	side;	these	
sources	combined	
have	been	almost	
$400	million	lower	
in	down	years	
compared	to	FY	17-
18	budgeted	levels.
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Looking	Forward	– Risk	from	Federal	Government

• Potential	federal	impacts	from	tax	reform,	healthcare	changes,	and	federal	
budget:

• Elimination	of	State	and	Local	Tax	(SALT)	Deduction;
• Reduction	of	mortgage	interest	deduction;
• Potential	ending	of	the	Low	Income	Housing	Tax	Credit,	which	would	
greatly	impact	the	MOHCD’s	affordable	housing	program;

• Repeal	of	ACA	individual	mandate	could	result	in	13	million	fewer	insured	
nationwide,	resulting	in	market	uncertainty	and	higher	premiums;

• State	will	run	out	of	funding	for	Children's	Health	Insurance	Program	by	
end	of	2017;	and

• Efforts	to	convert	Medicaid	to	a	block	grant	or	per	capita	cap	also	remain	
a	risk.	
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Budget	Instructions	for	Departments		

• FY	2018-19	&	FY	2019-20:		Propose	on-going	reductions	and	revenues	equal	to	
2.5%	of	adjusted	General	Fund	support	in	each	year	(growing	to	5%	in	the	second	
year	of	the	budget)

• Departments	should not	grow	budgeted	and	funded	FTE	count

• Enterprise	/	self	supporting	must	absorb	all	known	cost	increases

• Legally	mandated	to	balance	the	budget	by	June	1

DPH	General	Fund	Target	is	$16.5	Million	for	FY	18-19,	growing	
to	$33.1	million	in	FY	19-20
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• “The	General	Fund”	is	governmental	accounting	fund	
that	includes	a	wide	range	of	revenues	and	types	of	
expenses

• Within	the	General	Fund	is	a	pool	of	local	tax	revenues	
that	may	be	allocated	for	any	lawful	governmental	use	
by	the	Mayor	and	Board	of	Supervisors	through	the	
annual	budget	process.

• “General	Fund	Support”	is	an	allocation	of	these	
discretionary	tax	dollars	received	in	the	General	Fund	
support	a	Department’s	operations.		

• General	Fund	Support	may	be	allocated	to	
departmental	operations	within	the	General	Fund	
itself	or	in	certain	other	funds.	

• Some	of	DPH’s	operations	are	within	the	General	Fund,	
some	are	in	other	funds	(ZSFG,	LHH,	Grant	Funds,	etc).	
Both	hospital	funds	receive	a	transfer	of	General	Fund	
Support	to	close	the	gap	between	revenues	and	
expenses,	even	though	they	are	in	separate	funds.

• Financial	management	is	focused	on	the	level	of	
General	Fund	support	required	across	DPH.	

1
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• Example	1:	DPH’s	behavioral	health	programs	are	within	the	General	Fund,	and	receive	General	Fund	Support	to	close	the	gap	between	revenues	and	
expenses

• Example	2:	DPH’s	Restaurant	Inspection	program	is	within	the	General	Fund,	but	it	recovers	its	costs	through	fees,	and	therefore does	not	receive	
budgeted	General	Fund	Support.	

• Example	3:	Zuckerberg	San	Francisco	General	Hospital	has	its	own	accounting	fund	(5H),	outside	of	the	General	Fund.	However,	the Mayor	and	Board	
of	Supervisors	each	year	allocate	General	Fund	Support	to	subsidize	ZSFG’s	operations

• Example	4:	Some	Departments	such	as	the	Port,	Airport,	or	Department	of	Building	Inspection	(Enterprise	Funds)	are	wholly	outside	of	the	General	
Fund	do	not	receive	any	General	Fund	Support

Other Funds

Local Taxes 
and Revenues 

Police
Department

Department of 
Public Health

Department of 
Bldg. Inspection

General Fund (1G)

General Fund 
Unallocated

5H 5L 2S BIF

General Fund 
Support

General Fund 
Support

Fees, State and 
Federal Funds, 

and Other 
Sources
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IN	FY	17-18...

• $4.2	Billion	Total	General	Fund	Unallocated

• ~$750	Million	of	this	amount	is	locked	in	by	voter-approved	Baselines	and	Set-Asides

• $1.0	Billion	of	this	amount	is	dedicated	to	General	City	Responsibilities	such	as	retiree	
subsidies	and	health	services	administration

• Leaving	$2.5	billion	available	in	remaining	General	Fund	sources

• DPH’s	$715.5	million	in	General	Fund	Support	is	~29%	of	the	remaining	amount

2
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Revisiting	Health	Commission’s	October	2016	Financial	Planning	Session

• Goal	established:	Rate	of	growth	in	DPH’s	General	Fund	Support	should	not	exceed	
rate	of	growth	in	City	General	Fund	Revenues

• DPH	will	plan	to	grow	at	a	rate	comparable	to	the	City	as	a	whole	(although	ultimate	
funding	decisions	are	made	by	elected	officials)

• If	successful,	DPH	will	consume	only	its	proportionate	share	of	growth
• This	means	DPH	will	not	exacerbate	future	City	deficits,	which	lead	to	budget	pressure	and	

financial	instability

• Principal	has	been	adopted	as	part	of	Lean	“True	North”	metrics	at	the	DPH	and	SFHN	
levels

2
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3.	DPH	5-Year	Projection	Update

FY	17-18		 FY	18-19	

Health	Commission	October	2015	Planning	Target	(GFS) $711,635,334	 $740,100,747	

Adopted	FY	17-19	AAO	GFS $715,478,756	 $770,567,201	

FY	16-17	YE	Fund	Balance	Contribution	 $(32,995,751) $(65,991,501)

GFS	Minus	DPH	Fund	Balance	Contribution $682,483,005	 $704,575,700	

Favorable/(Unfavorable)	vs.	Health	Commission	Target $29,152,329	 $35,525,047	
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Looking	forward…

[see	attached	excel	file]
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Key	Strategies

1. Limit	Cost	growth	(e.g.,	limit	FTE	growth,	seek	opportunities	to	reduce	materials	and	
supplies,	contract	cost	growth)

2. Revenue	Maximization

2
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The	largest	initiatives	affecting	financial	performance	over	the	coming	five	years:

1. Electronic	Health	Records	Initiative	(including	workforce	readiness)

2. Capital	Investments	and	Space	Planning

These	initiatives	have	been	singled	out	as	top	priorities	in	the	Lean	“True	North”	
strategic	planning	process	for	DPH

2
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Electronic	Health	Records	Initiative

• Financial	Oversight	of	EHR	Project

• Revenue	Cycle	Risks/Opportunities

• Preparing	our	People	and	Operations	for	the	Transition

[see	attached	spreadsheet]
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Capital	Investments	and	Space	Planning	- $800	Million	+	planned	expenditures	over	next	
8	years

1. 2016	Proposition	A	- $277	Million	G.O.	Bond
1. ZSFG	Building	5	Renovation
2. Southeast	Health	Center	Renovation	and	Expansion
3. Maxine	Hall,	Castro	Mission	renovations/retrofits

2. 2018-19	Certificates	of	Participation	– up	to	$155	Million
1. ZSFG	Building	9	Retrofit
2. LHH	Old	Building	Wings	M,	O

3. November	2022	G.O.	Bond	- $300	Million
1. Scope	still	under	discussion
2. ZSFG	Building	80/90	Renovations/Retrofit
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Risks	and	Uncertainties

• Federal	or	State	policy	changes	affecting	funding

• Economic	changes

Strategies

• Increase	reserves
• $92.1	Million	DPH	Management	reserve
• $50	Million	City	ACA	reserve
• Pre-funding	of	EHR	Program
• General	Fund	Reserves	grown	from	<1%	to	8%	of	total	GF	revenues

• Focus	on	expanding	revenue	generation
• EHR	Revenue	Cycle	planning
• Pursue	new	billing	opportunities
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QUESTIONS?


