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Amendment of the Whole
: in Committee. 10/26/11 -
FILE NO. 110099 _ "ORDINANCE NO.

S
4

[Administrative Codé"-'Financial Policy Regarding Selected.Nonrécurring Revenueé] ’

Ordinance amending the San Francisco Administrative'Code by amending
Section 10.60 and adding Section 10. 61, to adopt a blndlng financial policy under
Charter SeqtionxQ 120 providing that selected nonrecurring revenues may only be spent
on nonrecurnng expendltures.

NOTE: : Additions are Smgle underlme ztallcs Times New Roman

deletions are
Board amendment additions are double- underllned

~ Board amendment deletions are stFHQeth;eth—neFmal.

Be it ordained by the People of the Ci£y and County of San Francisco:

Section 1. Binding Financial Policy. This ordinance is a financial policy adopted under
Charter Section 9.120/. As such, it muet be adopted as an ordinance approved by the Mayof
énd passed by a twd—thirds' vote of the Board of Supervisors. The City_may‘not adopt a

budget that the Controller determines is inconsistent with any of the provisions of this

ordinance. Upona two—tnirds’ vote, the Board of Supervisors_by resolution may suspend, in

Wh‘ole or in part, this ordinance for the succeeding fiscal year.

Section 2. The San Francisco Administrative Code is hereby amended by amending
Section 10.60 and adding Section 10.61, to read as followe,:
SEC. 10.60. RESERVE POLICIES. |

(a) Rainy Day Reserve. To enable the public to find all City reserve policies in one

place, this ordinance includes a summary of the Charter-mandated Rainy Day Reserve. This

summary is intended only for convenience and does not modify or supersede the Charter

provisions. o _ B ' :

'Mayor Lee, President Chiu, Chu, Controller
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| ‘The City rnaintains a "Rainy Day" or. economic stabilizaﬁon reserve under Charter
Section 9.113.5. Inany yeaf when the Controller prdjects that total General Fund revenues
for the.upcoming budget yeér are going to be more than 5 perce}nt higher than the General
Fund. revenues fef the cu-n"ent year, the City automatieally deposits one-half of the "e_xcesé

revenues," meaning the revenues above and beyond the current year plus 5 percent growth,

|| in the Rainy Day Reserve. The total amount of money in the Rainy Day Reserve may nof

exceed 10 percent of the City'e actual tofal General Fund revenues.

. The City mey spend honey from the Rainy Day Reserve for any Iawfull gdvernmental
purpose, but only in years when the Controller projects that total General Fund révenues for
the upcorning year will be less than the current year's total General Fund revendes, i.e., years
when the City expecte to take in less money than it had taken in'for‘.t.he current year. Inthose

years, the City may spend up to half the money in the Rainy Day Reserve, but no more fhan is

'necessary to bring the City's total available General Fund revenues up to the level of the

current year. The City may also spend ue to 25 percent of the balance of the Rainy Day

Reserve to help'th-e School District in years when certain conditions are met.

» (b) General Reserve. In addition to the Rainy Day Reserve, the City budget shaII
lnclude a General Reserve The General Reserve is intended to address revenue

weaknesses, expenditure overages, or other programmatlc goals not anticipated during the

.a.nnual budget process. The Mayor and the Board of'Supervisors may, at any time following

adoption of the annual budget, apprdpriate monies from the General Reserve‘for any lawful
governmental purpose through passagebf. a supplemental appropriation ordinance by a
simple majority vote. | | |

For pdrposes of this Section, "regular General Fund revenues" shall mean total
General Fund sources less budgeted fund balances, budgeted uses of reserves, and net

transfers, as determined by the Controller. The City shall fund the General Reserve at no less

Controller, Mayor Lee, President Chiu _
BOARD OF SUPERVISORS R Lo Page 2
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than two percent of budgeted regular‘General Fund revenues no later tha‘n fiscal year 2016-
201 7,according'to the following schedule: |
' 1. The General Reserve shall be no less than $25 million in the budget for fiscal

year 2010-11; o

2. The General Reserve shall be noless than $25 million in the budget for fiscal
year 201 1-12; |

3. The General Reserve shall be no less than 10 percent of budgeted regular
General Fund revenues in fiscal year 2012-13; |

4. The General Reserve shall be no less than 1.25 percent of budgeted regular
General Fund revenues in the budget for fiscal year 2013-14; |

- 5. The General Reserve shall be no less than 1.5 percent of budgeted regular '

General Fund revenues in the budget for fiscal year 2014-15;

. 6. The General Reserve shall be no less than 1.75 percent of budgeted regular
General Fund revenues in the budget for fiscal year 2015-16; and,
7. The General Reserve shall be no less than 2.0 percent of budgeted regular

General Fund revenues in the budget for fiscal year 2016-17 and in the budget for each fiscal
year thereatfter. ; | | |

'Year—end balances in the General Reserve shall be carried forward to subsequent
years. When necessary, the City shall appropriate sufficient funds to the General Reserve in
the Annual Appropriation Ordinance to restore the fund balance to the level this ordinance
requrres | | | |

(c) Budget Stab|l|zat|on Reserve. The City shall establish a Budget Stabilization

Reserve to augment the Rainy Day Reserve that the City maintains under Charter Section

9.113.5, and to further mitigate the negative effects of significant economic downturns. The

Controlier, Mayor Lee, President Chiu . .
BOARD OF SUPERVISORS ' ‘ : o Page 3
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Controller shall deposrt funds to the Budget Stablllzatlon Reserve as requrred under this
Sectlon |

The City may WIthdraw funds from the Budget Stablllzatlon Reserve when the
Controller pro;ects that budgeted regular General Fund revenues for the upcoming budget
year will be less than the current year's regular General Fund revenues, or less than the
highest of any of the | prior four fiscal years regular General Fund revenues plus two percent,
for each intervening year._ Ii-the Controller determlnes that either condltlon is met, the Clty

may withdraw funds from the Budget Stabilization Reserve according to the follolwing

- guidelines:

1. The City may not withdraw funds from the Budget Stabilization Reserve in
any given year until it has withdrawn the maximum amount that the Controller determines is
allowable from the Rainy Day Reserve. .l | |

, 2 The City may not wrthdraw funds from the Budget Stabilization Reserve in

any given year in an amount exceedlng the remalnlng shortfall in General Fund regular

revenues as deﬁned above, after any wrthdrawals from the. Ralny Day Reserve forthe benefit

of the Clty v

3. If the Controller determlnes that a withdrawal tngger for the Budget “
Stabilization Reserve was not met in the current fiscal year, but projects that it will be met for
the upcoming fiscai year, the City may withdraw from the Budget Stabilization Reserve up to
30 percent of the eomblned value of the Budget Stabilization Reserve and Rainy Day Reserve
less monies withdrawn from the Rainy Day Reserve' for any lawful governmental purpose in
the upcoming budget year. _ |

4. If the Controller determlnes that a withdrawal trigger for the Budget
Stabll|zatlon Reserve was met in the current fiscal year and projects that it will also be met for

the upcoming fiscal year, the City may withdraw from the Budget Stabilization Reserve up to

Controller, Mayor Lee, President Chiu
BOARD OF SUPERVISORS . . ) . Page 4
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50 percent of the combined value of the Budget Stabilization Reserve and Rainy Day Reserve
less monies Wifhdrawn from the Rainy Day Reserve fer any lawful governmental pnrpose in’
the upcoming budget year. ' | »

5. Ifthe Controlier-determinee tnat the withdrawal trigger for the Budget
Stabilization Reserve was met in the current and prior fiscal_year as well as fhe upcoming
fiscal year, the Board may withdraw up to the full balance of the Budget Stabilfzation Reserve'
for any lawful geVefnmental purpose in the upceming budget year.

In order to funld the Budget Stabilization Reserve, the Controller shall deposit

75 percent of the following'revenue seurces to the Budget Stablilization Reserve:

1. Real Property‘Trans'fer Tax proceeds in excess of the average annual actual

receipts level fer_ the prior five fiscal yeayrs, adjusted for any transfer tax rate increasee

adopted by the voters during the prior five vyear period; and,

2 3. Ending unassigned General Fund balances in a given fiscal year as

reporfed in tne City's moet recent independent annual audit beyond those appropriated as a
source in the eubsequent year's budget. |

At the conclusion of the fiscal year, the Controller shail revise, if necessary, the balance -

Ilin the Budget Stabilization Reserve to reflect year-end actual revenue receipts, as stated in

the City's most recent independent annual audit.
There shall be no minimum fund' balance for the Budget Stabilization Reserve.
Notwithstanding the above,' the Controller shall not make deposit to the Budget Stabilization

Reserve, including deposits from the revenue sources identified above, if the combined fund-

balances of the Budget Stabilization Reserve and the Rainy Day Reserve equal or exceed ,

Controller,' Mayor Lee, President.Chiu . _
BOARD OF SUPERVISORS ‘ ’ _ » Page 5
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10 percent of actual regular General :Fund revenues, as’ stated in the City's most recent
independent annual audit. | |
The Controller shall not make deposits to the Budget Stabilization Reserve In years in
whrch the Controller determrnes that the City is_eligible to make W|thdrawals from the Budget
Stabilization Reserve. | |
In the event that monies are deposﬁed into the’ Rainy Day Reserve for any glven year,

any amount Wthh would otherwise be deposited into the Budget Stabilization Reserve shall

be reduced by the amount of the deposit to the Rainy Day Reserve. .

The City, by a resolution of the Board of Supervisors ado'pted by a two-thirds’ vote, -

may temporarily suspend the provisions of this subsection (c) for the current or upooming

|| budget year. The Board of Supervisors may suspend these provisions following a natural

dlsaster that has caused the Mayor or the Governor fo declare an emergency, or for-any other
purpose. _ |

©(d) Annuai Reportmg on Reserves The Controlier shall submit to the Mayor and the
Board of Supervisors an annual report on the status of the General Reserve the Rainy Day

'Reserve, and the Budget Stabilization Reserve.

SEC 10.61. USE OF SELECTED NONRECURRING. REVENUES.

(a) Nonrecurring Revenues. For purposes of tms Secz‘zon ”Selected Nonrecurring Revenues"

Shall mean:

(1) A Geneml Fund prior vear-end unassz,gned fund balance, before deposits to the

Rainy Day Reserve or Buddet Stabrhzatlon Reserve, in excess of the averaze of the preceding five

years,

Controller, Mayor Lee, President Chiu 7
BOARD OF SUPERVISORS ‘ S ‘ . , ' . Page 6
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- (2) The General Fund share of revenues from prepayments provided under long-term

leases, concessions, or contracts after accounting for any Charter-mandated revenue transfers, set-

asides, or deposits to reserves;

(3) Otherwzse unrestricted revenues from Ze,qal 7udgments and settlements and,

(4) Otherwzse unrestricted revenues from the sale of land or orher fixed assets.

(b) Nonrecurring Expenditures. The City may only spend Selected Nonrecurring Revenues on

Nonrecurring Expenditures. For purposes of this Section, "Nonrecurring Expenditures" shall mean

expenditures or other uses that do not create liability for or expectation of substantial ongoing costs,

including, but not limited to:

(1) Discretionary funding of reserves;

(2) Acquisition ofcap'ital equip.meht;

(3) Capital projects included in the City’s capital plans;

(4) Development of affordable housing; . -

(5) Discretionary prepayment of pension, debt, or other long term obligations.

Provided, however, that the City may appropriate Selected Nonrecur‘ring Revenues to fund recurring.

expenditures, such as operating expenses for a program or routine maintenance for a facility, through

an ordinance approved by the Mayor and passed by a two-thirds' vote of the Board of Supervisors; OF, -

(6) Substitution for biidg‘ eted reserves when new revenues disallow previously

budaeted withdrawals from the Rainy Deiv Reserve or Budget Stabilization Reserve.

Upon the request of the Mayor or a member of the Board of Supervisors, the Controller shall

certify whether the proposed use of a Selected Nonrecurring Revenue would be a Nonrecurring

Expenditure, and his or her determination shall be final.

(c) Implementation. The Mayor Shall identify all Selected Nonrecur_rin,g Revenues and their

proposed uses in his or her June 1 budget submission. As part of the Controller’s Opinion on Revenue .

Estimates requzred under Charter Section 9.102, the Controller shall identify all Selected Nonrecurrmg

“Controller, Mayor Lee, President Chiu

BOARD OF SUPERVISORS . Page7
' 10/26/2011

Eziing/emment\towen\prop al\september 2011\nonrecurring revenues ord.doc




-—

© © ® N o g A w N

- X
N -

14

15
16-
17

18
19
20
21
22
23
24
25

Revenues included in the Mayor's budget submission and certify whether the prob_osed uses of those

revenues constitute Nonrecurring Expenditures.

(d) Temporary Suspension. Ihe'sz‘y, by a resolution of the Board of Supervisors adopted by a

two-thirds' vote, may tempbrarilv suspend the provisions of subsection (b) for the current or upcoming

budget year. The Board of Supervisors may suspend these provisions following a natural disaster that

has caused the Mayor or the Governor to declare an emergency, or for any other pufpose.

“Section 3. Effective Date; 'Op_erative Date.

(a) This ordinance shall become-effective 30 days from the date of passage.

(b) This ordinance shall become operétive on June'1, 2012, and shall govern

appropriation ordinances for Fiscal Year 2012-13 and subsequent"ﬁsc'al years.

APPROVED AS TO FORM:
DENNIS J. HERRERA, City Attorney

By‘:- ) " Hn ] &m/

THOMAS J. OWEN
Deputy City Attorney

Controller, Mayor Lee, President Chiu
BOARD OF SUPERVISORS
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FILE NO. 110999

LEGISLATIVE DIGEST |
(Amendment of the Whole, dated 10/26/2011)

[Administrative Code - Financial Policy Regaiding Selected Nonrecurring Revenues]

Ordlnance amending the San FranCIsco Administrative Code by amending

Section 10.60 and adding Section 10. 61, to adopt a binding financial policy under
Charter Section 9.120 providing that selected nonrecurring revenues may only be spent
' on nonrecurring expenditures.

Existing' Law

Current law generally does not Ilmit how the City may spend otheiwlse unrestricted
revenues based on whether the revenues are of a recurring or non-recurring nature. Charter
Section 9.113.5 ("the Rainy Day Reserve") does limit the appropriation and spending of
~ certain "excess revenues," defined as General Fund revenues that exceed the prior year's
level by more than five percent Administrative Code Section 10.60 also makes it binding City
policy to deposit 75 percent of revenues from the sale of land or other fixed assets in the -

City's Budget Stabilization Reserve.

Amendmentis to Current Law

The proposal is an ordinance that would amend the Administratlve Code to prowde that
the City could only spend Selected Nonrecurnng Revenues on Nonrecurring Expenditures.

”Selected Nonrecurring Revenues " would consnst of:

A General Fund prior year-end unassigned fund balance, before
deposﬁs to the Rainy Day Reserve or Budget Stabilization Reserve,
in excess of the average of the preceding five years; ;

« The General Fund share of revenues from prepayments provided
under long-term leases, concessions, or contracts after accounting
for any Charter-mandated revenue transfers, set-asides, or
deposits to reserves;

+ Otherwise unrestricted revenues from legal Judgments and
settlements; and,

Controller, Mayor Lee, President Chiu

BOARD OF SUPERVISORS - ‘ ' Page 1
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. Otherwnse unrestricted revenues from the sale of land or other |
fixed assets

"Nonrecurrlng Expenditures" would mean "expenditures or other uses that do not
create liability for or expectation of substantial ongoing costs.” Examples of Nonrecurring
Expenditures would include:

« Discretionary funding of reserves;

o Acqulsition of capital equipme‘nt'
+ Capital projects lnoluded in the Clty s capital plans
. Development of affordable housing;

. Dlscretlonary prepayment of penS|on debt or other long term
obligations; or, :

+ Repayments to the Rainy Day Reserve or Budget Stabilization -

Reserve required when, because the City collected more revenues
- than anticipated in the budget, the City was no longer authorized to
“make budgeted withdrawals from those reserves.

.The Controller would certify whether the proposed uses of Selected Nonrecurring
Revenues were Nonrecurring Expenditures, and his or her determination would be final. But
-the City could use Selected Nonrecurring Revenues for ordinary operating expenses if that
use was authorized by an ordinance approved by the Mayor and passed by a two-thirds' vote
‘ of the Board of Supervisors. The City could also suspend the requirements of the policy for
the current or upcoming fiscal year by a resolution adopted by a two-thirds' vote of the Board
of Supervisors.

- The proposal would also amend the ptovisions of Administrative Code Section 10.60
addressing the deposit of a portion of the proceeds of land sales into the Budget Stabilization
Reserve to make those revenues subject to the new policy instead. ‘

I 1]
A A
I
I 11
- Controller, Mayor Lee, President Chiu _ -
BOARD OF_SUPERVISORS : . Page 2
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Ba‘cquound Infor'rhation

Proposmon A, adopted by the voters in November 2009, added Section 9.120 to the
City Charter. Section 9.120 requires the Controller to propose, and the Mayor and the Board.
of Supervisors to adopt, long-range financial policies for the City. The policies must be
in the form of ordinances approved by the Mayor and passed by a two-thirds’ vote of the
Board of Supervnsors The proposal would be such an ordinance.

The City may not adopt a budget that the Controfler determmes is mconsxstent with any
of the provisions of such an ordinance. Upon a two-thirds' vote, the Board of Supervisors by -
resolution may suspend, in whole or in part, a fmancnal policy ordinance, including the
proposal for the succeeding fiscal year.

_ This amendment of the whole, dated 10/26/201 1, makes ftwo clar/flcat/ons fo the
legislation on file, dated 9/1 3/201 1.

First, /t amends the ord/nance to provide that the General Fund prior year-end fund
balance would be determined, for purposes of identifying Selected Nonrecurring Revenues,

- before any deposits are made to the Rainy Day Reserve or the Budget Stabilization Reserve.

Second, it adds as an additional example of a Nonrecurring Expenditure, repayments
to the Rainy Day Reserve or Budget Stabilization Reserve required when, because the City
collected more revenues than anticipated in the budget, the City is no longer author/zed z‘o
make budgeted withdrawals from those reserves

Controller,'Mayor Lee, President Chiu

'BOARD OF SUPERVISORS o E ' , Page 3
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I_BUDGET AND FINANCE COMMITTEE MEETING ‘ OCTOBER 26,2011

ltemsQ 10, 11,12 ‘ Departments N
Flles 11 1000 11 1099 11 1001, 11 1009 : Controller Office of PUblIC Flnance

V'Exscunve SUMMARY

Leglslatlve Objectlves

o File 11- 0999 The proposed ordmanee would amend Section 10.60 and add Section 10:61 to the
. City’s Administrative Code to adopt a binding financial policy that Selected Nonrecurring
. Revenues may only be expended on Nonrecurring Expenditures. '

. File 11-1000: The proposed ordinance would add-Section 10.62 to the Administrative Code to
adopt a binding financial pohcy regarding the Clty 'S use of Certificates. of Part101pat1on a.nd a
Commercial Paper. :

e File 11-1001: The proposed ordinance would amend Sectlons 33,34, 3 5, 3 6, 3.20, 22A. 6 and
88.4 and repeal Sections 88.8 and 88.10 ‘of the Administrative Code to: (1) update budget
' procedures to accommiodate two-year budget cycles and five year financial planning requuements '
and (2) eliminate outdated and duplicative reporting requirements.

‘e File 11-1009: The proposed resolution would adopt a fixed two-year budget cycle for the Alrport
- Port, and Public Utilities Commission, defining terms, and setting deadlines. .

Key Points -

« On November 3 2009, Propos1t1on A was approved by San Fra.nc1sco s Voters amendmg the
City’s Charter regardmg budget and financial-policies. Under Proposition A, the Controller may
" recommend additional financial pol1c1es or amendments no later than October 1 of each year.

e, Under Charter Section 9:120, Files 11-0999 and 11-1000 are considered binding financial policies
‘which cannot be amended by the Board of Supemsors and which would each require approval by
two-thirds’ vote of the Board of Superv1sors

1o File 110999 would restrict Selected Nonrecurring Revenues to be exclusively expended on
Nonrecurrinig Expenditures, in both the Mayor’s proposed budget and in the Board of Supervisors
. reappropriation ot “addback™ process. While this proposed ordl_nance provides limited, precise”
definitions of Selected Nonrecurring Revenues, it provides an open-ended definition of |
' Nonrecurring Expenditures, granting the Controller’s Office sole interpretation of whether
“proposed future expenditures would qualify as Nonrecurring Expenditures. The Board of .
Supervisors could only override a classification of Nonrecumng Expenditure by a two-thirds Vote :

e File 11-1000 adds a Certificate of Participation (COPs) Policy and Commercial Paper Policy to the
Administrative Code. These two. policies would restrict the types of expenditures on which the
City could expend revenue from COPs payable or secured by the City’s General Fund (General -

- Fund COPs) and Commercial Paper, and would cap the debt service payable on General Fund
COPs and Lease Revenue Bonds to 3.25 percent of General Fund discretionary revenue. The 3 25

. percent cap is consistent with the Clty s Ten Year Capital Plan, previously adopted by the Board
~ of Supervisors.-

| File 11-1001 would amend the Administrative Code to (1) coordinate and strea.mlme the City’s

* long-term financial planmng procedures; (2) eliminate the required Three Year Budget Financial .
Plan (Joint Report) and instead incorporate the Joint Report in the new Five Year Financial Plan;
(3) remove several redundant departmental reporting requlrements and (4) eliminate outdated
Admlmstratlve Code language : : A

’ SAN FRANCISCO BOARD OF SUPERVISORS : BUDGET AND LEGISLATIVE ANALYST
: ' ’ 9,10,11&12~-1
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BUDGET AND FINANCE COMMITTEE MEETING - _ ' OCTOBER 26, 2011

" File 11-1009 would switch the budget cycles of the Ajrport Port, and Public Utilities Commission

from rolling two-year budgets, with annual review, to fixed two-year budgets, with review every
two years by the Board of Supervisors, unless there was a change In Tevenues or expenses greater
than five percent in the second year, which would trigger automatic but limited review.

Under the two proposed Binding Financial Policy ordinances (Files 11-0999 and 11-1000), the
Board of Supervisors could not adopt a budget that the Controller determined to be inconsistent
with’ any of the provisions of these proposed ordinances.

/This report is based on Amendments of the Whole submitted by the Controller to the Budget and

: Leglslatlve Analyst

_Fiscal Impacts

F11e 11-0999 Would requrre that Select Nonrecurring Revenues could only be expended on
Nonrecurring Expenditures. In the FY 2011-12 -budget, as finally approved by the Board of-| .
Supervisors, the proposed ordinance would have resulted in $43 million in General Fund revenues |

being designated as Select Nonrecurring Revenues that could only have been expended on

Nonrecurring Expenditures.

" File 11-1000 would restrict the annual debt service on General FundCOPs and Lease Revenue

Bonds to 3.25 percent of General Fund discretionary revenues, and would effectively restrict the
issuance of any General Fund COPs in Fiscal Years 2012-13, 2013-14, and 2014-15.

The Controller estimates that Files 11-1001 and 11-1009 could result in Var1ous stafﬁng
efficiencies but are not anticipated to result in any direct cost savmgs .

Recommendatlons

As is noted above the Contro]ler s definition of Nonrecurring Expenses is open-ended Therefore,
request the Controller to amend File 11-0999 to define Nonrecurring Expenses as the six expenses
listed in the proposed ordinance as (1) discretionary funding of reserves; (2) acquisition of capital
equipment; (3) capital projects included in the City’s capital plans; (4) development of affordable
housing; (5) discretionary prepayment of pension, debt, or other long term obligations; or (6)
substitution for budgeted reserves when new revenues disallow previously budgeted withdrawals
from the Rainy Day Reserve or Budget Stabilization Reserve by striking “expenditures or other
uses that do_not create liability for or expectation of substantial ongoing costs, including, but not
limited to” from Page 7, Lines 8 and 9 of the proposed ordiniance. Mr. Rosenfield advises that the
Controller disagrees with this recommendation, because it is possible that the Controller will
identify additional Nonrecurring Expenditures besides the six included in the proposed ordinance.

File 11- 1009 which proposes changing from the exrstlng rollmg two-year budgets for the Port,

" Airport and PUC, under which the Board of Supervisors reviews such budgets every year, to a

fixed two-year budget with reviews by the Board of Supervisors every two years is a policy
decision for the Board of Superv1sors

The tr1gger threshold for reviewing the second year of a fixed two-year budget (File 11-1009) has
been proposed if budget costs or revenués are projected to change more than five percent in the
second year. Approval of that five percent trigger threshold amount is a policy matter for the

" ‘Board of Supervisors.

Approval of the three proposed ordinances (Files 11-0999; as amended, and Files 11-1000 and 11-
1001) and one proposed resolut1on (File 11 1009, as amended) are pohcy matters for the Board of

- Supervisors.

- SAN FRANCISCO BOARD OF SUPERVISORS T . BUDGET AND LEGISLATIVE ANALYST

9,10,11&12-2
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BUDGET AND FINANCE COMMITTEE MEETING | o » | OCTOBER 26,2011

- Mandate‘ Statement

Based on San Francisco voters approval of Proposition A on November 3, 2009, City Charter
Section 9.120(a) provides that the Controller shall propose, and the City shall adopt, long-range
financial policies that are consistent with generally recognized principles of public finance,
including at a minimum: (1) creation and maintenance of adequate reserves; (2) use of volatile
revenues; (3)issuance of debt; and (4) institution of extraordinary financial and budgetary
measures to facilitate the City’s recovery from earthquakes or other physical calamities. City
Charter Section 9.120(a) also provides that the City may not adopt a budget that the Controller
determines is inconsistent with one or more of these financial policies. ' : .

In accordance with City Charter Section 9.120(b), the Controller is required to recommend an
initial set of financial policies to the Mayor no later than March 1, 2010, and may recommend
additional financial policies or amendments to existing policies no later than October 1 of any
subsequent year. Within 60 days of such’ recommendations, the Mayor and the Board of
Supervisors shall consider the Controller’s recommended policies. Approval of individual
financial policies requires approval of both the Mayor and two-thirds approval of the Board of
Supervisors, as ordinances to be codified in the City’s Administrative Code. Charter Section
'9.120(c) also provides. that by a two-thirds’ vote, the Board of Supervisors, by resolution, may’
suspend, for any reason, in whole or in part, any ordinance containing these financial policies for
a succeeding fiscal year. ' ‘

‘ Background

On March 1, 2010, the Controller recommended the creation of a General Reserve and a Budget -
_ Stabilization Reserve, in accordance with Section 9.120 of the City Charter. On April 20, 2010
‘the Board of Supervisors approved- an ordinance amending the City’s Administrative Code to
create a General Reserve and a Budget Stabilization Reserve and providing rules for deposits to
and withdrawals from those Reserves (File 10-0248). :

On September 13, 2011, the Controller submitted to the Mayor and the Board of Supervisors two
proposed binding financial policy ordinances (Files 11-0999 and 11-1000), an additional
~ proposed ordinance amending the City’s Administrative Code-(File 11-1001), and a proposed
resolution amending the City’s two-year budgeting process (File 11-1009). As stated in a
September 13, 2011 memorandum from the Controller to the Mayor and the Board of
Supervisors, the three proposed ordinances and one proposed resolution are parts of the
" Controller’s “continuing work to implement the budget improvement measures approved by
voters in November 2009” (Proposition A Budget Process). The Controller added that the subject
three proposed ordinances and one proposed resolution “are intended to improve the City’s
ability to continue to balance budgets and provide for the long term financial stability of our -
City.” This report is based on Amendments of the Whole submitted by the Controllet to the -

~_ Budget and Legislative Analyst.
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vDETAILS OF PROPOSED LEGlSLATION '

Approval of the three proposed ordmances Files 11- 0999 11- 1000, and 11-1001, require a two-
thirds vote of the Board of Supervisors. The one proposed resolution, File 11- 1009 requrres a -
srmple majority vote of the Board of Supervrsors

- Under Charter Section 9. 120 Files 11-0999 and 11-1000 can be erther approved or drsapproved
. by the Board of Supervisors, but these two proposed ordinances are not subject to amendment by

"the Board of Superv1sors However, according to Mr. Ben Rosenfield, City Controller, the
Controller’s Office is open to suggested changes from the Board of Superwsors Wthh the
Controller's Office would consider.

In accordance with the Proposition A Budget Process, apprOved by the Voters in November of
2009, the proposed legislation described below includes various budget improvement measures,
mcludmg a Nonrecurring Revenue Policy (File 11- 0999), a new debt policy (File 11-1000), and
updates to the Administrative Code to create biennial schedules for select Citywide planning .
documents and departmental budget reviews (Files 11-1001 and 11-1009), as further explamed
on pages 4 through 9 of this report. o '

File 11-0999

Neither the City’s Charter nor- Administrative Code currently restricts the uses of nonrecurring
revenues and therefore nonrecurring revenues can be expended for recurring expenditures as well
as nonrecurring expenditures. The proposed ordinance would amend Section 10.60 and add
Section 10.61 of the City’s Administrative -Code, ‘to adopt a Binding Financial Policy in
accordance with Charter Section 9.120, to require that Selected Nonrecurring Revenues may
only be expended on Nonrecurring Expenditures. The proposed ordmance defines Selected
Nonrecurring Revenue as:

- 1.A  prior year -end unassrgned General Fund balance in excess of the average of the
precedlng ﬁve years;

2.The - General Fund share of revenues from prepayments provided under long-term leases,
~ concessions, or contracts after accounting for any Charter—mandated revenue transfers
- set-asides, or deposits to reserves; : :

© 3.0ther wise unrestricted revenues from legal judgments and settlements; or -

4.0ther _ wise unrestricted revenues from the sale of land or other fixed assets.
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The prbposed ordinance defines Nonrecurring Expenses as expénditur’és or other uses that do
not create a fiscal liability or an expectation of substantial ongoing costs, which would include, -
but not be limited to: S “

' 1;Discr etionary fuiiding of.rebserv‘es;

2.Ac _- quisitibn of capital equipment;

3.Capita 1 projects included in the City’s capital plans;

4.De Veloprﬁent of aff‘ordablle housing; | |

5.Discr etionafy prepayment of p‘ensiqn, debt; or other long term obligations; or

.6.Subst itution for budgeted reserves when new revenues disallow previously budgeted
withdrawals from the Rainy Day Reserve or Budget Stabilization Reserve.' S

In accordance with the proposed ordinance, additional tjfpes of expenses could be classified as -
" Nonrecurring Expenses by the Controller, and such classifications would not be subject to further
Board of Supervisors approval. ' ‘ '

Under the proposed ordinance (File 11-0999), as part of the Controller’s Opinion on Révenﬁe'
Estimates required under Charter Section 9.102, the Controller would (a) identify all Selected

Nonrecurring Revenues that are included in the Mayor’s annual June 1 General Fund budget

submission to the Board of Supervisors and (b) certify whether the Selected Nonrecurring
Revenues are proposed to pay for Nonrecurring Expenditures. According to the Controller, this
certification would be provided to the Board of Supervisors in early June of each year.

The proposed ordinanc_é would not impact recurring revenues, which could continue to be
expended on both nonrecurring expenditures and recurring expenditures, subject to Board of

- Supervisors appropriation approval. Furthermore, in accordance with the proposed ordinance, the

- proposed restrictions, as requested by the Controller on uses of Selected Nonrecurring Revenues,
can be temporarily suspended, for any reason, by a two-thirds vote of the Board of Supervisors.

File 11-1000

‘The proposed ordinance would add Secﬁoi; 10.62 to the City’s Administrative Code to adopt a
Binding Financial Policy in accordance with Charter Section 9.120, regarding the City’s use of
Certificates of Participation (COPs) and CyommercialyPaper._' . '

"1 According to Mr. Leo Levenson, Director of Budget, Analysis, and Reconciliation for the Controller’s Office, if -
the City budgets Rainy Day Reserve or Budget Stabilization Reserve revenues, but is unable to access those
Reserves due to unforeseen receipt of Nonrecwrring Revenues, .expenditure of the unforeseen Nonrecurring Revenue

- on those uses for which the Rainy Day Reserve or Budget Stabilization Reserve had been intended would be
considered a Nonrecurring Expense under the proposed ordinance (F ile 11-0999).
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b

Certij”zcates of Parﬁcz’paz‘ibn (COPs)

Under the proposed ordmance use of COPs payable or secured by the City’s General Fund
would be restricted to:

1.The acquisition or improvement of existing fac111tIes or construction of new facilities that _
- result in immediate or future savings in expenditures currently made or to be'made by the
City’s General Fund,

2.The leveraging of grant and other monies to reduce operating costs of the City: - -
3.The conStruction, improvement, or acquisitioﬁ of facilities to address legal mandates; or

4.The construcﬁon improvement, or acquisition of facﬂltles for critical public health and
safety needs.”

The proposed ordinance would require the Director of Public Finance to identify specific .
revenue sources within the General Fund to be used to repay the debt service costs, including the
principal, on COPs payable or secured by the City’s General Fund (General Fund COPs).
According to Director of Public Finance, Ms. Nadia Sesay, such General Fund revenue sources
could include new taxes or fees that could pay for the debt service of the proposed General Fund
COPs. For example, if the City was proposing to issue General Fund COPs to help construct a
City office building that would have private subtenants, the lease revenues from those subtenants
 would be a new General Fund revenue source. Under the proposed ordinance, the Director of
Public Finance would also be required to ensure that the Geéneral Fund COPs repayment
schedules were approprlate and otherwise prudent.

The proposed ordinance also restricts the total amount of General Fund COPs that the City can
issue. Under the proposed ordinance, the annual debt service cost of any General Fund COPs,
plus the annual debt service cost of any General Fund Lease Revenue Bonds, cannot exceed 3.25
percent of General Fund discretionary revenues. 3 The 3.25 percent cap is cons1stent ‘with the .

City’s Ten Year Capital Plan, prev1ously adopted by the Board of Supervisors.

As shown in the Attachment, prov1ded by the Ofﬁce of Public Fmance General Fund
- discretionary revenues total $2,074,070,000 in the FY 2011-12 budget year, 3.25 percent of
which would be $67,407,275. The Attachment also shows that the annual debt service for the
‘Clty s authorized and issued General Fund COPs and Lease Revenue Bonds is equal to -
$60,092,560 or 2.90 percent of General Fund discretionary revenues. The City has authorized,
but has not issued, an additional $4,067,575 in General Fund COPs and Lease Revenue Bonds,
or 0.20 percent of General Fund D1scret10nary Revenues. Combined, the City has authorized

z Accordmg to Mr. Rosenfield, whether a project 1 would address the City’s “critical public health and safety needs”

- would be determined by the Board of Superv1sors as is the case under current, non-codified practices.
? “General Fund discretionary revenues” is defined in the proposed amended ordinance (File 11-1000) according to
the definition provided in City Charter Sections 8A.105 and 16.109, meaning “revenues received by the City which
are unresmcted and may be used at the opnon of the Mayor and the Board of Supervisors for any lawful City

purpose.”
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3.10 percent of the General Fund discretionary revenues, or 0.15 pércent less than the 3.25
percent cap proposed under Fite 11-1000. ' o

As is also shown in the Attachment, the City’s authorized General Fund COPs and General Fund
" Lease Revenue Bonds would be equivalent to the proposed cap of 3.25 percent of General Fund
* discretionary revenues for each of the forthcoming three fiscal years: FY 2012-13; 2013-14, and
2014-15, such that no additional General Fund COPs or Lease Revenue Bonds could be
authorized for those three fiscal years ' :

Commercial Paper .

Under the proposed ordinance, the Director of Public Finance may, subject to Board of
Supervisors approval, issue tax-exempt and taxable Commercial Paper to provide interim funds
to finance the acquisition, construction, and rehabilitation of capital improvements and capital
equipment. The proposed ordinance requires the Director of Public Finance to provide the Board
of Supervisors with a written report 12 months following' the initial issuance of Commercial
Paper and annually thereafter, until no commercial paper remain outstanding. These written
reports would describe (1) any Commercial Paper issued since commencement of the
Commercial Paper Program, (2) the status of projects financed with Commercial Paper, and (3)
the long term plans to redeem such Commercial Paper to be replaced by General -Obligation
(GO) bonds, COPs, or other long term obligations. -

 Exceptions to the General Fund COPs and Commercial Paper Policy

The proposed ordinance permits the Board of Supervisors, by a two-thitds v'ofe, to éuspend the

proposed new General Fund COPs and Commercial Paper requirements for a current or -

“upcoming budget year, or for an individual transaction. In addition, the proposed ordinance only

applies to COPs or Commercial Paper secured with the City’s General Fund, and does not apply - - A

to-other City departments, including the Airport, Mayor’s Office of Housing, the Municipal
. Transportation Authority, the Port Commission, or the Public Utilities Commission.

File 11-1001“ |

The proposed ordinance would amend Sections 3.3, 3.4,.3.5, 3.6, 3.20, 22A.6, and 88.4, and
repeal Sections 88.8 and 88.10 of the City’s Administrative Code to: (1) update budget
procedures to accommodate two-year budget cycles and five . year financial ‘planning

requirements; and (2) eliminate outdated and duplicative reporting requirements. - '

According to Mr. Rosenfield, the proposed changes would (1) coordinate and streamline the
.City’s long-term financial planning processes; (2) eliminate the current Three Year Budget
Projection (the Controller, Mayor and Budget and Legislative Analyst’s Joint Report) and
incorporate_the Joint Report with the new Five Year Financial Plan; (3) remove several
redundant departmental reporting requirements and (4) eliminate outdated Administrative Code
language. The changes are summarized in Table 1, below.
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Table 1. Summary of Administraﬁvé Code Amendments Under File 11-1001

Administrative ' - Proposed Amendment :
Code Section H
Section3.3 | Delete an outdated sentence from Section 3.3(d) and add new language to. Section 3.3(h) to allow

departinents to enter intothe second year of a fixed two-year budgetary cycle.

Section 3.4 Delete outdated budget requu‘emeuts pertamlng to Area Plans designated by the Planmng
| Department.
Section 3.5 Add uew language that exempts a departmént, board, commission or agency (department) ﬁom

developing a strategic plan if that department cooperated with the preparation of the City’s most
recent Five Year Financial Plan. :

Section3.6 ‘ Replace Three-Year Budget Projection in whole with a new Section 3.6 Five- Year Financial Plan
requiring a new Plan every other yea.r with Plan updates in alternate years:

e ' In odd-numbered years, the Mayor would submit to the Board of Supervisors anew Five-
_Year Financial Plan, as required under City Charter Section 9.119, including an estimated
* summary budget or baseline projection for the General Fund jointly prepared by the
Mayor, the Budget and Legislative Analyst, and the Controllér, subject to rev1ew
a.mendment and adoptmn by the Board of Superv1sors and

e In even-numbered years, the Mayor, the Budget and Legislative Analyst, and the _
Controller would submit an updated estimated summary budget for the remaining four
years of the ﬁve—yea.r financial plan, with any revisions to the five-year financial plan
subject to review, amendment, and adoptlon by the Board of Superv1sors

Section 3.7 ' Remove section “Replacmg Grant-Funded Positions” in whole, as techmcal improvements to the
o City’s Budgeting System have made these changes transparent and reporting therefore unnecessary.

Section 3.20 | Change the schedule of the Ten Yea.r Capital Expenditure Plan from every year to every odd-
numbered year, to allow the Mayor and Board of Superv1sors to update the plan as necessary to
reflect the City’s priorities, resources and requirements.

Section 22A.6 Ame'nd to rename the “ICT Capital and Operating Plan” the “Information and Communication
" Technology Operating Plan,” and change the schedule of the Plan from every year to- every odd-
numbered year, to allow the Mayor and Board of Supervisors to update the plan as necessary and

appropriate.
Section 889 | Remove outdated section “Pilot Projects” in whole, as it was concluded in 2004, "
Section 88.10 Remove outdated section “]éoard of Supervisors® Oversight and Legislation” in whole, as it pertains

| to the outdated Section 88.10 “Pilot Projects” proposed for removal.
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 File 11-1009

" The proposed resolution would adopt a fixed two-year budgetary cycle for the Airport, the Port,
and the Public Utilities Commission (PUC), defining terms, and setting deadlines. Proposition A
specified that the normal procedure for two-year budgeting would be a rolling two-year budget
that would be adopted by the Board of Supervisors annually. The City implemented such rolling
_ two-year budgets for the Airport, Port, and PUC during the FY 2010-11 budget cycle, such that .
the Board of Supervisors approved both the FY 2010-11 and the FY 201 1-12 budgets for these -
Enterprise Departments. Similarly, in July of 2011, the Board of Supervisors approved both the
'FY 2011-12 and the FY 2012-13 budgets for the Airport, Port, and PUC. : :

City Charter Section 9.101(g) allows the City .fo switch from a rolling two-year budget cycle to a
fixed two-year budget cycle, for some or all departments, subject to a two-thirds approval by the
Board of Supervisors. ' : ; o :

" Under the proposed resolution, in May of 2012 the Mayor would submit two-year budgets for the
Airport, Port, and PUC to the Board of Supervisors. for fiscal years FY 2012-13 and 2013-14.
Following appropriation approval by the Board of Supervisors in May of 2012, the budget would
be fixed for two years, and the next two-year budget review. for the Airport, Port, and PUC by -

the Board of Supervisors would occur in May of 2014. : ‘

According to the proposed resolution, if revenues or expenses in the second budget year change
by more than five percent for the Airport, Port or PUC, the Controller would notify the Mayor
and the Board of Supervisors prior to March 1 of the first year of the two-year budget cycle. In
such an event, the Board of Supervisors would not conduct a full budget review, but instead
“ would be requested to consider any revisions to that specific department’s budget due to the
revenue or expense change, similar to a supplemental  appropriation  request.

FISCAL IMPACTS

File 11-0999

The proposed ordinance would codify and therefore restrict the expenditure of Selected
Nonrecurring Revenues only for Nonrecurring Expenditures, resulting in a limitation on the
Board of Supervisors options for reappropriating savings achieved by the Board of Supervisors
in the Board’s annual budget review. According to Mr. Rosenfield, the proposed restriction
would have resulted in a restriction on the Board of Supervisors reappropriation of revenues at
least two times in the previous ten years: in the FY 2007-08 budget, when $16 million would
have been met the definition of Select Nonrecurring Revenue, and in the FY 2011-12 budget,
when $43 million would have met the definition of Select Nonrecurring Revenue.

In his September 13, 2011 memorandum to the Mayor and the Board of Supervisors, Mr.
Rosenfield proposed the Non-Recurring Revenues Policy based on best practices issued by the
Government Financial Officers Association in order to prevent “key services from ‘being
disrupted if nonrecurring revenues used to fund a program do not recur in subsequent fiscal
years.” : : ' '
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Frle 11- IOOO

The proposed ordrnance would cod1fy and therefore restrict the types of uses for which the C1ty
could debt finance Certificates of Participation payable or secured by the City’s General Fund
(General Fund COPs) and Commercial Paper. Furthermore, under the proposed ordinance, the
annual debt service cost of any General Fund COPs, plus the annual debt service cost of any
General Fund Lease Revenue Bonds, could not exceed 3.25 percent of General Fund
discretionary revenues, or the equ1valent of $67,407,275 in FY 2011-12. According to Ms.
Sesay, the City’s annual debt service costs of COPs plus the annual debt service cost of General -
Fund Lease Revenue Bonds has not previously exceeded 3.25 percent of General Fund
- discretionary revenues, although as shown in the Attachment, the City is projected to be at the-

© 3.25 percent limit in Fiscal Years 2012-13, 2013-14, and 2014-15. Therefore, if the proposed
ordinance is approved, the City could not authorize any additional General Fund COPS or any
General Fund Lease Revenue Bonds, until FY 2015-16.

F11e 11- 1001

According to Mr. Rosenfield, the proposed ordinance would improve efficiency in the use of
City staff in various departments for analysis and reporting of budget projections to the Mayor
and Board of Supervisors by consolidating the Three Year Budget Projection into the Five Year
Financial Plan, and changing the schedule of the Five Year Financial Plan from every year to.
every two years on the odd numbered years, with updates provided on the alternate even
numbered years. In addition, (a) the Ten Year Capital Plan and the Information and
Communication Technology Operating Plan would be updated every other year, instead of every
year, and (b) departments that participate in the preparation of the Five Year Financial Plans no
longer would be required to prepare strategic. plans resulting in further City staff efficiencies.

However, approval of the proposed ordinance is not antlclpated to result in any direct cost
: sawngs to the Crty

: F11e11-1009 ‘

By adopting fixed two-year budgets in even-number years, the proposed resolution would allow
for a savings of staff hours in odd-numbered years from the Airport, Port, and PUC, as well as
. the Mayor, Controller, Board of Supervisors, and Budget and Legislative Analyst that would
otherwise be involved in the annual budget review of the Airport, Port, and PUC budgets. -
However, approval of the proposed resolution is not, antlcrpated to result in any drrect cost

savings for these City departments. - '

POLICY CONSIDERATIONS

File 11-0999 Would Restrict the Board of Supervisors Discretion during the
- Reappropriation or “*Add-Back” Process of the Annual Budget Review

. File 11-0999 would restrict the Board of Supervisors reappropriation of savings-achieved by the
Board during the annual budget review process for “add-backs” and restorations: Under the:
~ proposed ordinance, any savings that are identified by the Controller to be Selected Nonrecurring
Revenues during the Board’s annual budget review process could only be reappropriated to
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Nonrecurring Expenditures, such as capital expenditures or one-time purchases of equipment,
and could not be reappropriated for Recurring Expenditures. - ' '

File 11-0999 Provideé the Controller With an vOpen-Ehded Definition of
: ' No\nrec\urring Expenditures :

The propesed ordinance (File 11-0999) provides a limited, " precise definition of Selected
Nonrecurring Revenues. However, the proposed ordinance provides an open-ended definition of
Nonrecurring Expenditures, leaving the Controller room to interpret proposed future
" expenditures that would qualify as Nonrecurring Expenditures. In addition, the proposed
ordinance does not provide the Board of Supervisors with an opportunity to dispute the
Controller’s interpretation of what is, and what is not, a Nonrecurring Expenditure. The only
“recourse available to the Board of Supervisors, in the event that the Board of Supervisors wished
to object to the Controller’s classification of certain Nonrecurring ‘Expenditures, would be to
make a one-time suspension of the provisions of File 11-0999 by a two-thirds vote of the Board
of Supervisors. ' ' : o '

In order to remove the open-ended definition of Nonrecurring Expenditures from the proposed
ordinance (File 11-0999), the Budget and Legislative Analyst recommends that the Board of
Supervisors request the Controller to amend File 11-0999 to exclusively define Nonrecurring
Expenses as the six expenses — (1) discretionary funding of reserves; (2) acquisition of capital
equipment; (3) capital projects included in the City’s capital plans; (4) development of affordable
“housing; (5). discretionary prepayment of pension, debt, or other long term obligations; or (6)
substitution for budgeted reserves when new revenues disallow previously budgeted withdrawals
from the Rainy Day Reserve or Budget Stabilization Reserve — by striking “expenditures or other
uses that do not create liability for or expectation of substantial ongoing costs, including, but not
limited to” from Page 7, Lines 8 and 9 of the proposed ordinance. ' :

Changes -in Two-Year Budgets and the Five Percent Proposed in File 11-1009
' Are Policy Considerations for the Board of Supervisors S

File 11-1009 would switch the budget cycles of the Airport, Port, and Public Utilities

Commission from the current rolling two-year budgets, with annual reviews by the Board of
“Supervisors, to fixed two-year budgets, with ‘teview every two years by the Board of
Supervisors, unless there was'a change in revenues or expenses greater than five percent in the

second year, which would trigger automatic but significantly more limited budget reviews by the
. Board of. Supervisors. According to Mr. Rosentield, this more limited budget review of the

second year, were it to be triggered, would take the form of a supplemental appropriation, rather
than a full annual budget review. These proposed changes from (a) annual review of the
* Airport’s, Port’s, and PUC’s two-year budgets to a biennial review of those budgets, and (b) the
specified five percent trigger for limited review of the second year of the two-year budget, are
policy considerations for the Board of Supervisc_)rs. o '
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- Under File 11-1001, the Five-Year Financial Plan Would
Replace and Include the Three-Year Budget Projection (the Joint Report)

The proposed ordinance (File 11-1001) would replace Administrative Code Section 3.6 Three
Year Budget Projection with a new Section 3.6 Five Year. Financial Plan. The Controller and
Mayor issued the first Five Year Financial Plan in June of 2011. According to Mr. Rosenfield,
the proposed Administrative Code changes would incorporate the Three Year Budget Projection,
including an estimated summary budget or baseline projection for the General Fund, jointly
prepared by the Mayor, the Budget and Legislative Analyst, and the Controller, into the Five
Year Financial Plan. As is noted in Table 1 above, in even-numbered years, the Mayor, the
Budget and Legislative Analyst, and the Controller would submit an updated estimated summary
‘budget for the remaining four years of the five-year financial plan, with any revisions to the five- .
year financial plan subject to review, amendment, and adoption by the Board of Supervisors.
. Therefore, under the proposed ordinarce, the Board of Supervisors would continue to receive the
fiscal ‘projections provided in the Three Year Budget Projection, within the Five Year Financial

Plan submitted to the Board of Supervisors in odd-numbered years and within the Five Year

Financial Plan updated estimated summary budget presented to the Board of Superv1sors in
even-numbered years.

RECOMMENDATIONS

1.As is noted above, the Controller’s definition of Nonrecurring Expenses is open-ended. -
Therefore, request the Controller to amend File 11-0999 to define Nonrecurring Expenses as
the six expenses listed in‘the proposed ordinance as (1) discretionary funding of reserves; (2)
acquisition of capital equipment; (3) capital projects included in the City’s capital plans; (4)
development of affordable housing; (5) discretionary prepayment of pension, debt, or other
long term obligations; or (6) substitution for budgeted reserves when new revenues disallow
previously budgeted withdrawals from the Rainy Day Reserve or Budget Stabilization

- Reserve by striking “expenditures or other uses that do not create liability for or expectation
of substantial ongoing costs, including, but not limited to” from Page 7, Lines 8 and 9 of the
proposed ordinance. Mr. Rosenfield advises that the Controller disagrees with this.
recommendation, because it is possible that the Controller . will identify additional
Nonrecurring Expenditures besides the six included in the proposed ordinance. :

2.F ile 11-1009, which proposes changing from the existing rolling two-year budgets for the-
Port, Airport and PUC, under which the Board of Supervisors reviews such budgets every *
year, to a fixed two-year budget with reviews by the Board of Superv1sors every two yea;rs is
a policy dec151on for the Board of Supervisors. . :

3.The -tr1gger threshold for : rev1ew1ng, the s~econd year of a ﬁxed two-year budget (File 11-1009)
' has been proposed if budget costs or revenues are projected to change more than five percent
“in the second year. Approval of that ﬁve percent trigger threshold amount is a policy matter
for the Board of Supervisors.

4.Appr oval of the three proposed ordinances (Files 11-0999, as amended, and Files 11-1000
and 11-1001) and one proposed resolutlon (File 11-1009, as a.mended) are policy matters for
the Board of Superv1sors . ‘
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