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

Introduction

Initial $28 million target-

We have made several revisions to the budget initiatives and at this point have met and exceeded
the initial General Fund reduction target. The following table summarizes our progress towards
the initial $28 million target since the March 18 Commission meeting.

Revenue / Revenue Neutral

Regulatory

Inflationary

Structural
Subtotal

Healthy San Francisco
Increase to Expensés

Reductions - Approved
Reductions - Pending
Decrease to Experises

General Fund Reduction
Initial General Fund Target
General Fund Target

Balance

Additional $18 million reduction target

Previous GF Updated GF
Impact 3/18 Impact 4/1 Change
$14,705,930 $18,205,930 $3,500,000
$3,198,550 $2,476,607 $721,943
10,395,670 10,343,693 51,977
17,446,152 18,135.252 (689,100)
$31,040,372 $30,955,552 $84,820
($4.263.902) {$3.619.201) (3644.701)
$26,776,470 $27,336,351 {$559,881)
$22,292,969 $22,737,492 $444,523
14,716,541 14,683,278 (33,263)
$37.009,510 $37.420,770 $411,260
$24,938,970 $28,290,349 $3,351,379
(28,116.186) (28,116,186) 0
($3,177,216) $174,163 $3,351,379

In response to the increase in the City-wide deficit, we have been asked to make an additional
$18,000,000 reduction in our use of General Fund. Although the initial instructions were to
deliver an 8% reduction in salary expense, we have been advised that the Department has already
made sufficient reductions in our FTE count, and can meet this second target with revenues,

and/or reductions in spending of any kind. We have identified additional initiatives that

partially address this new target as summarized below and are discussed in further detail later in

this report.

Additional General Fund Reduction Target

Balance forward (from above)
New Reduction Initiatives
Total progress toward target

Additional reduction needed

$18,000,000

($174,163)

(5.014,990)
($5.189.153)

-$12,810,847
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Revisions made since the March 18 presentation

The following section focuses on those initiatives that were presented at our last meeting and
briefly discusses the changes from that presentation.

Revenues

We have increased our revenue budget $3,500,000 from $14,693,835 to $18,193,835. We are
working on our third quarter financial report for SFGH and have determined that improvements
in payor mix, that indicate a shift towards Medicare and Commercial Insurance, and away from
Medi-Cal and uninsured, enables us to recognize additional revenues. We believe this can be
built mnto baseline projections.

Regulatory

We have deleted one initiative from Laguna Honda Hospital to increase porters and supervisors,
and reduced three other items at Laguna Honda by half. We have made a 25% decrease in the
pharmacy staffing item for San Francisco General Hospital. Following are the changes made
since the last meeting,

General Fund

Porters and Supervisor augmentation — LHH (deleted) $246,002
50% reduction to Chefs — LHH (C2, page 7.27) 61,864
50% reduction to Dieticians — LHH (C3, page 7.29) 60,306
50% reduction to Fall Risk Management {C4, page 7.31) 83,761
25% reduction in Pharmacy staffing initiative — SFGH (C8, page 7.33) 270,010
$721,943

Inflationary

The UCSF Staff Cost of Doing Business (non-faculty) item is reduced $51,977 to adjust for
staffing changes that will occur in the coming budget year.

Structural

We reduced one initiative to annualize the cost of 81 senior housing units and instead plan to
fund 50 units with certificates of participation related to settlement of the Chambers case. This
change saves $310,900 in General Fund.

We added an additional item to annualize current year costs of stabilization housing. We have
been working on this issue and had been reluctant to include it in our base budget request,
pending finalization of a workorder from HSA that would partially fund this cost.



Annualization of 31 Senior Housing Units (E6, page 7.39) $ 310,900
Anmualization of Stabilization Rooms for the Golden Gate Park Qutreach

Program and 150 Otis Street Transition (E10, page 7.41) (1,060,000)
Total ($ 689,100)

Healthy San Francisco

We made a technical correction to the Healthy San Francisco budget to properly include funding
for e-Referral, a program that facilitates communication between our community clinics and
specialty services at SFGH. Development of e-Referral was initially funded with a grant but
continued support of this will require ongoing funding. This resulted in an increase in General
Fund of $644,701 (HSF, page 7.45).

Reductions

We made minor corrections in 3 cuts that were previously approved by the Health Commission
for a net General Fund savings of $444,523. The Health-at-Home adjustment recognizes savings
from vacant positions that will be in effect on July 1, two months earlier than the September 1
date for implementing the balance of the cut. The other two reflect minor revisions in
administrative cuts.

General Fund

30% reduction to Health at Home (F12, page 7.47) $121,256
Administrative and Operating reductions (F16, page 7.49) 501,324
Reduction of vacant positions (F32, page 7.51) (178,057)
Total $444.523

Reductions Pending Health Commission Approval

Two proposed cuts, totaling $14.7 million are still pending Health Commission approval. We
have deleted the separate initiative related to the Buprenorphine acquisition and increased the
overall reduction in funding for Community Programs for a like amount to maintain our General
Fund savings. This addresses the concern about compounding cuts to residential and outpatient
substance abuse programs but increases the across the board cut from 4% to 4.4% of total
funding,

General Fund
Buprenorphine Acquisition Offset by Reduction of Adult Residential and
Outpatient Slots — Deleted $ 0
4.4 % Overall Reduction In Funding for Community Programs Contractors
and Crvil Service Clinics increased to include Buprenorphine savings (equal

to 18% reduction to unmatched General Fund dollars) (F14, page 7.53) 10,567,432
Reduction in HIV Health Services 4,200,000
Total $14.767.432
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We are submitting additional mformation to assist the Commissioners in evaluating each of these
reductions. Following is a short discussion of each item:

Four Percent Overall Reduction In Funding for Community Programs Contractors and Civil
Service Clinics

Enclosed is additional analysis of the impact of this reduction on Community Program
contractors. We have updated our schedule that analyzes the impact by modality of service. We
seck the Commission’s input on how best to achieve the projected savings from the reductions.

(F14, page 7.53)

Reduction in HIV Health Services

We are providing additional analysis of AIDS contracts and services that are funded with
General Fund and would be impacted by the Reduction in HIV Health Services. Accompanying
this report is the Planning Counsel’s previous and current prioritization of services. We seek the
Commuission’s input on a methodology to address a General Fund reduction to AIDS services
that could be suppotted by the Health Commission. While the initiative to reduce AIDS Health
Services totals $4.2 million, it is important to also consider other increases to AIDS funding for
next year, which include $900,000 in net funding resulting from the restoration of ATDS cuts via
the Pelosi earmark ($4.9M received less $4.0M that must be restored to the General Fund) and
$1.1 million in CMS funding that is available for programming. The CMS funding was last
provided three years ago and therefore represents a real increase in available resources. Thus,
the net impact of a $4.2 million reduction in AIDS General Fund is a $2.2 million net reduction
in total funding. ($4.2 M - $0.9M - $1.1M).

New Cuts in Response to the Additional Reduction Target

At the last Health Commission meeting there was discussion about climinating the 2%
Contractor Cost of Doing Business. Recognizing the seriousness of the deficit and the difficulty
we face 1n meeting new targets, we are offering that item for consideration.

We are proposing revisions to our sliding scale discount program to limit eligibility to patients
with income up to 300% of the federal poverty level (FPL), which is a reduction from 500%
FPL. We are concurrently transitioning our sliding scale population to Healthy San Francisco
(HSF). Enrollment in HSF is currently limited to persons with incomes up to 300% FPL but will
soon expand to persons with incomes up to and above 500% FPL.

Following is a summary of these items:

General Fund
CBO Cost of doing business, including UCSF $4,804,990
Limit Sliding Scale eligibility to 300% FPL (P2, page 7.57) 210,000
General Fund Reduction 5,014,990
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Conclusion
We are continuing to work on identification of additional initiatives to address the remaining

$12.8 million of General Fund reduction and will return to the Health Commission on April 15 to
repott our progress.
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HIV HEALTH SERVICES
General Fund FY-2007-08 Programmatic Allocations
(Sorted by New Priority of HIV Health Services Planning Council)
As Passed by HHSPC on 03/24/08
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o 55 e
% £ % |TOTAL General Fund Award for
__HRSA Service Category T 253 FY-2007-08
Ambulatory/ Qutpatient Medical Care 1
Pharmaceuticals
Menital Health Services 3 10
Medical Case Maragement 4 4
Dental/ Oral Health Care 5 1
Home Health Care 6 2
Hospice ) 7 1
Outpatient Substance Abuse _ 8 1
fi T T )
Housing: Emergency Housing _ .9 1 $57,780
H itional Housing I 1 - 898,947
................ 1 . 5 $4,023,976
Food/ Delivered Meals L _ 12 2 : $518,257]
Medical Detox | 13 1 . $130,158
14 4 $657,414
15 _ 2 $177,365
Psycho-Social Support ) .. 16 2
Outreach _ . 17 1 $258,625)
Residential Mental Health _ . 18 2 $89,371
Facility-based Health Care ) 19 5
Non-Medical Case Mgmnt. (Housing) . . 20 9
Legal Services . 21 2
Non-Medical Case Mgmnt. (Non-Housing) 22 9
Referral for Health Care/ Supportive Services 23 1
Emergency Financial Asst. . 24 1
Res. Substance Abuse/ Non-Medical Detox 25 9 $2,867,511
Early Intervention Services 26 1 ) $63_,705
: B
TOTAL

7N

CABCCUME~1\PAMELA~I\LOCALS~1\Temp\notesFFEG92\HHE GF FY-2007-08 New HHSPC Priority Order February 7, 2008
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