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[Administrative Code - Budget Procedures and Reporting Requirements]

Ordinance amending the San Francisco Administrative Code by amending
Sections 3. 3 3.4, 3.5, 3.6, 3.20, 22A.6, 88. 4 and by repealmg Sections 88.8, and 88.10

bydget procedures to accommodate two-year budget cycles and five-year

S

w 3

fmancnal plannmg requirements; and 2) ellmlnate outdated and dupllcatlve reporting

requirements.

NOTE:" ,Addltlons are szn,qle una’erlzne italics Times New Roman;
: -deletions are
Board amendment addltlons are double underllned
'Board amendment deletions are

Be it ovrdained by the People of the City and County of San Francisco:
Section 1. The San Francisco Administrative Code is hereby amended by amending

Sectlons 3. 3 3.4,3.5,3.6,and 3. 20 and by repeahng Section 3.7-1, to read as follows:

| SEC. 3.3. BUDGET TIMETABLE

(a) Each elected and appointing ofﬂcer agency, board or commission, shall, not later

than the twenty—t”rst day of February of each year, ﬁle with the Controller, for check as to form

| and completeness, copies of hlS her or its budget estlmate approved in accordance with the

',prov131ons of the Charter

(b) The Controller shall, not Iater than the first worklng day of March of each year
consolidate such budget estimates and transmlt the same to the Mayor, together with such
other material as IS required. '

(c) The Mayor shall, not later than the first working day of May of each year, transmlt
to the Board of Supervisors proposed budgets for s_elected departments, as determined by the

Controller, in consultation with the President of the Board of Supervisors and the Mayor's :

'deget Director. The criteria used by the Controller to determine which budgets will be

Mayor Lee, President Chiu, Supervisor Farrell, Chu
Controller- o ) .
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submitted to the Board of Supervisors by the first working day of May should include'.

' departments that are not supported by the Cltys general fund or departments that do not rely

on the State's budget submlssmn in May for their revenue sources. My—]—de&éém—sha#
ﬁ@t—applym—z?@% ‘The Mayor shall, not later than the first working day of June of each year,
transmit to the Board of Superwsors the complete City budget including the remalnlng

departments budgets and estlmates of amounts requnred to meet bond lnterest and flxed

| -'charges together with his or her budget message and a draft of the annual approprlatlon

ordinance, prepared by the Controller.

| (d) The Controller shall, as prov1ded in Sectlon 9.102 of the Charter review the .’
estimated revenues and assumptrons contalned in the Mayors submission of the budget and
prov1de an opinion regarding the accuracy and reasonableness of the economic assumptlons |

and revenue estimates on or before the fltth working day following- submlssron of the Mayor's

.budget to the Board In addltlon the Controller may also recommend to the Board such

reserves as he or she considers prudent grven the proposed resources and expendrtures

“contained in the l\/layors budget.

'_ (e) The Committee of the Board of Supervrsors then havrng ]Ul’lSdlCtlon overthe |

budget accordlng o the Rules of the Board shall review the budget and recommend an

. lntenm Appropnatlon and Salary Ordinance which shall reflect the budget transmrtted by the

Mayor; provnded however, that any funds for equ1pment capital lmprovements new positions
of employment or any other proposed expendltures may be placed in reserve until released

by the Board of Supervnsors and provnded further that sald ordmances shall reflect the rates

~of compensatron establlshed pursuant fo Charter Sections A8.403, AS. 404 A8. 409 and

A8. 590 1 through A8. 590 5.
- (f) The Board of Superwsors shall not later than the thirtieth day of June ﬂnally pass

the interim appropriation and salary ordinances.

Mayor Lee, President Chiu . _ o ' '
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| (g) The.IBoard of Supervrsors shall not later than the last workrng day of July, adopt the |

budget as. p'ropoeed hy the Mayo'r or as amended by the Board of Supervrsors |
(h) Not later than the last working day of September the Board of Supervrsors shall

adopt by ordinance the.tax rate for the Crty and County rncludrng amounts requrred for debt -

SGI’VICG

(i) This Section. Shall not applv to departments enterm,q the second vear of a fixed two-vear.

budgetarv'cycle as provrded in Charter Sectzon 9.101(g).

(i) If any date shown in this Sectzon falls on a nonbusrness day, the due date shall be

the'next s'UCCeeding business day.

SEC. 3 4. |NTRODUCTION AND PUBLlCATION OF BUDGET .. o

The proposed budget and appropnatron ordinarice for all departments and offices for
each ensuing fiscal year upon transmrssron to the Board of Supervrsors by the Mayor by the
first V\rorking day in June of each year, shall be deemed to have been regularly rntroduced and

shall be publrshed in a format whrch allows for the widest possible public understanding of the

resources uses and proposed programs Foreach C ty-neighborkood designated-itt Chapter36-of

thhp A Az fertina {ada an Joirl tharae 1o am ot Dl nrenared-by-the D1 ammine Departmat—the
TTICZTXQRTIVET TOTT ALV \/VW‘/JUI Fri1et it 1 IR A B T X7l 4 l/M'llrl./lK/ Tl U)/ 1o e 1aTLreid 5 L7 T LTTICTLE, LT
Ty Ao at Forsactt clall Al dneloads o rmoalidation-of-thosa A o gettama ot tha budoats At arraree
WM&(—;PJV’ 176l nr A 272 % A TLCTUa T U TUO7Tiow TR LTUTY LIJ 1 7R A IJ\J’ U IJJ ' TR AVILAZ A% T A \./J YT vUAD

A o vt canto-cird-aoenetas—thaE wnlata ta tmalamntantation nftha Avpa v Eae the oy e i oA

ac G777t Ciiily AT A WSUIP\JLDU ll/b‘v‘f T CTOiCT1 O LI T CT U LTIUTE \JJ 1T C 77 e t/l—_leUl 12 K% blldl)l/lvl'llvs j\fui -

SEC. 3.5. LONG-TERM DEPARTMENTAL AND AGENCY BUDGET PLANNING -

SETTING’ GOALS AND STRATEGIES DEVELOPING STRATEGIC PLANS.
" The policies resulting from this Section are intended to help the Mayor, the Board of

Supervrsors the City's boards commissions, and departments the Redevelopment Agency

.and the_oourts to develop and effect clear pohores that will promote the City's long-term -

‘Mayor Lee, Presrdent Chiu
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prosperrty So intended, these policies and documents shall not legally bind the Mayor the

Board of Superwsors or any board commission, or department to any specific action or

‘ course of action beyond their complyrng with thrs Section's requrrements

(a) Mission and Goals Statements

(1) Each department board, commission and agency shall submrt a budget containing

_ documentatlon which prowdes the followmg lnformatron

i The overalt mlssmn and goals of the department

{, - sateg:c plans that provide direction towards achlevrng the departments mlssron
and goals. '
s - stion of pohcy outcome measures that reflect the mission and goals of the

department and whrch can be used io gauge progress-towards attalnrng these goals;

(iv) The specrflc programs and actrvmes conducted by the department to accomplrsh

its mission and goals and the customers or clients served;

(v) The total cost of carrying out each program or actnvrty,

(vi) The department head shall certify the extent to which the department achieved,

exceeded, or fai_led-to meet its missions, goals, productivity and service objectives, during the

pnor fiscal year _
- (b) Development of Strateglc Plan. Commencmg with flscal year 1998 99, each
department board commrssron and -agency shall develop and anﬁaa#y review a strategic plan |

Wthh contalns at least a three -year forward plan to reflect pollcy outcomes from the

| operatlons of the respectrve department board, commrssnon or agency consrstent Wrth the

then approved budget. A City department board commission or - agency ( ”department") shall be

'deemed to have sattsﬁed the requtrements of this subsection ( b) if it has cooperated wzth the

-preparation of the City's most recent Five- Year Financial Plan under Charter Section 9.119 and

specifically the Dreparatzon of the summary of the department s Strategtc goals resources allocated in .

Mayor Lee, President Chiu

' BOARD OF SUPERVISORS ' . - Page 4

7 - 9/13/2011
n:\govemmenttowen\controllericlean-up ord.doc |




3

S BE
N d SIS = = SIS ® & s & 2 05 B
9 E SIS 3 0§ § 9 FE 29 Ry i g8
N g R = - 5§ § & r R P oz b 0§ 1 &2 2
3 S 8 8 ¥ O o o § B § 3 ¥ % ¥ P& % 32
. Yy == Q S ) 3 m R o I o B iy ® z
) 5 B o= 2 .5l T 1 Y 5
® 3. =~ S SR 2§ & R 7 € P P o2& B 2
~ a o 3§ Y 8 & 3 8 § 5 R E R T OE S S 2
+a [a] [> ~3 Y = ] N s 5} K . W] lu [ D
= [b] o Q 1 A m d - J 3 o ) =t N o
S o 2 sl 8 5008 . N DO o8 g NS o
= 3 S TS Y oyl Y § = S-S S 25 5
m - M WV .I.D ~ = 84 S ] ,m» d ) D ) W; $ m
o - D N : W o S Y (') . %6 nW; £ s N 8
¥l - > - Q o v 3 m Qo ~ e th P [\ As - z
B o) oA o B O S § A s N ST ® &R S N @
§ ¢ Z 8939 283§ %3 SN 5
e o3 . = s = . ~ B B N N B 3 =
SR S © 5 oo o &% B o8 8 N d F E L 2 O i =
S By " £ ™~ Q - 3 Y. ] — B F: h e $ ® D w @
s o B S S R N S~ S £ o8 B E R T £
o ] . ©“ O/. oY) Ql- = e mu L P B In $ ) [
= 8a) jN! Q E 5 N ]
S a2 Z o= w R B N L S S S Bow 0§ OF 2
i 5 @ RS S 7 § = ETE S S Y i 2
Qo s = > ha ~| - S + B0} m < ks =
) D a8 g 8 S R I I SO T PR g 9 3
8 c < - 5 A 0§ nw S S m = w ] o mw & P N
.w fad “ n n By ) [ 2R g nUL -Iam 4
3 § 5 28§ 8§ 3 S8 g S FE B 3% 4 oF
Q- c 9 AN I P N I IS R S N ¢ F
) n = B I~ of 9 o 8 & P RO AT
-~ b 3 = = N = = ® m B v ¥ P kN Ty
S e C S O ~ N W, R 2 "= | B D ) P~ b d0 D
g 2 8 12 848 833 A S T O T
= - 9 B Q). 5 £ 0§ B 3 X
Yy o 9 : R RS 2 b 9 g o N | A L E P
© a . S 8 8 5 N e t F ¥ 7 5 ow
= = wn 1aa., AN d = = Y] 1Y) — = ] Ha ww N £ - M.w "R
- D » of 5 3T 8 il I { I R T % 5 ¢ 8 2 OF
« = W 3 o I <= QV ] W i B D B £
v w = oSl o R Y] 0TS S N O % S 5
N ° < 5§ g5 'S ~ g SRS Sl | g E w R WK €
u— ~ -~ s 3 = Q o & th q B
g T O 3 3 U S £ T D,
3 5 2 A5 8 84§ ¥y 27§ f ¥ 1Y
R o — 0 3 o = o m & - ! w m Mp o LS .,mw ok D
2 m 2 = IS S - Y S -~ S S - S S
S £ s ¥ g T 8 a8 8 = I G B T i
S L} < = Q 3 . S R e iR d b D 4
c B = NN = < a S B h R O -
- = 3 2 Y Y 5 8 9 g S ¥ ® I T N
Q e v R , Y -2 R R % el N o R
S o g ! B = A ) R a SR ~ B % $ & & F &
% o = = ° 5 o = © ) § N e nw M S S
Y O < ~ 8 = 1 g 2 8 iR P R 5 ~h
QI ~ 4 s, « la ~5
3 E o o o« A 8 S S 5 & 3 S G S TR 8
S 3 A g @ S | slO§ & S £ or ¥ ¥ ® H ®
w| g 2 m 3 & oo 503 8 0 b = P O F & $ sk
¥ 5 5 S I I S £E R E I LGS 59
; o 8 S 8§ o3 =y 8 F ¥ § & 3 P F °s
. Q. S S IS S S = 3 3l § £ .4 £ X B P o= 2z
s § 2 =z . o & & A S RS I S T T EO T R
S % © @ S R ey o =& = 3 £ th S S R R, @ W.
S A m 2 N o s = 9 = Y d b i % R (N ] ped
o~ N (O] . S N M o w32 - H f. ol F—w . Mu ~h 8 n_v ;r.,» th o n
S > o a8 g 2 3 Sl 9 ® R - & % 5 %
Q) - a S m D N = ,mH t - . mv nm i) K (i) 2 (o)
= = L N [ ) S S N oy ) @ Ry £ e X8 ~ 0
= = = %) S 1> -~ S e} 3 3 g 3 q & & ) g -
a <8 & & R o2 N RO @ g B S =
=m
- o o < o
BEaV AR oV A X B o



W N

7 . . - A 74 W R W A B
HE T, 2 Maunelenrangcad-budaat 1 A anmeanriation—Ard LS 1l 2wmelirda crfliotent fatormacts
. T CTIY Iy UT O t/l L4 CoCU T At Clilts (% 1—/‘ L T ot OTr UT it v Y EIY 2122 ZE= 2 UU‘:’J ToveTivl ol l:}u_l TTARTLOTE
14 3 dpmist all naciione-thatare-tit Ly oecntadirine thae mrapinge Hecal vacse wihoro the orant loac
Fav4 bw&lbbl:})’ ALT Hl?l)lrbbljlbl.) 1255722 2R 442 le/blerL/tAr,U} 61 T A7 blb6 12K3% IJI UVDUVI‘IJJDDL/MD jbwl, FritC7T O LTie 67 1~ 2R 2Rk
wtmoa aveiead and tha dapnaxtypeent nranocacto o the movifion-orpeordae the camra samucos FEeLa
DLITC T O IZ R AT 7RV AT I v 1 Ul LITICTLEY IJI L UL ¥ bU-J 12782~ 1% FUU&IILUIP T 1/‘ oviatiiic ottt ol Yo CU Y iitTd

SEC. 3.20. CAPITAL EXPENDITURE PLAN.

By May%ﬁ}élélé—&ﬁd—by March 1 of each odd-numbered subseqbteﬁt year begmmng wzth
March 1, 2013 the Clty Admlnlstrator shall a%fa#y submit to the Mayor and Board of

: Supervrsors a ten-year capltal expendlture plan which shall lnclude an assessment of the

City's capltal lnfrastructure needs, lnvestments requnred to meet the needs identified through

this assessment and a’‘plan of fmance to fund these lnvestments ByAugq,maJ—%QQé—aﬁd—by

- May 1 of the same same each-subseguent year, the Mayor and Board of Supervrsors shall ﬂﬁ%ﬁ&ﬂy

review, update, amend, and adopt by resolutlon. the ten-year ca.pltal expenditure plan. The

Mayor and BOard of Supervisors may updcite’ the pla_rt as necessary and appropriate to reflect the City's

przorltzes resources and requzrements

' The capital expenditure plan shall include all recommended caprtal project lnvestments

for each year of the plan The plan shall lncorporate all major planned rnvestments to .

. maintain, repalr and lmprove the condltlon of the Cltys capital assets including but not
| llmlted to cnty streets sidewalks, parks and rights- of-way, publlc transnt infrastructure; arrport

| and port; water ‘sewer, and power utllrtles and all City- owned facrlrtnes

The capital expendlture plan shall include a plan of flnance for all recommended

mvestments including proposed uses of General and Enterpnse Fundsto be spent to meet

Mayor Lee,. President Chiu : ‘ ‘ . _
BOARD OF SUPERVISORS ' ‘ S . . . 'Page 6
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these requrrements Addrtronally, the plan shall recommend the use and timing of long-term

| debt to fund planned capital expenditures, including General Oblrgatron bond measures.

The capital expenditure plan shall include a summary of operating costs and rmpacts
on City operatrons that are projected to result from capital investments recommended in the
plan This operatrons review shall lnclude expected changes in the cost and qualrty of City
service delivery. _ _ |

The plan shall also include a summary and descnptron of projects deferred from the

ten-year capital expenditure plan glven non- avallabllrty of funding necessary to meet

assessed capital needs.

Section 2. The San Francisco Administrative Code is hereby amended by amending .

Section 22A.6, to read as follows: _

| SEC. 22A.6. INFORZ%ATIONAND COMMUNICATION TECHNOLOGYIG—T—GAPIEA—LM

OPERATING PLAN.
(1) By. M@L—]——Z—QJ—J—EH‘td—biv‘ March 1 of each odd—numbered swb&eq&eﬂ% year, COIT shall

submit fo the Mayor and Board of Supervisors a flve-year Information and Communication

Technology ("ICT”) plan which shall include an assessment of the City's enterprlse and general

“fund ICT capital and operating infrastructure, hardware and software needs, an estimate of-

- timelines and rnvestments required to meet the needs identified through this assessment and

recommendatrons to budget for or otherwise finance the 1nvestments
-(2) By Jwa,e—J—lQ:H—aﬁd—bj" May 1 of each odd-numbered S-bbb&eq-bbﬁ‘lf year, the l\/layor and

Board of Superwsors shall ernually review, update amend and adopt by resolutron the five-

- year lnformatlon technology plan and its correspondlng budget request The Mavor and Board

of Supervzsors mav update the plan as necessary and approprzate E&e]q_yeaﬁ—zahe—plaﬂ—w%ewdﬁf@d

l\/layor Lee, President Chiu

9/13/2011 |
n \govemment\towen\controller\clean up ord.doc

BOARD OF SUPERVISORS - - R . Page 7




—

5 © M ~N O o A~ oW N

to reflect the City's priorities, resources, and req'uiremerits as reviewed and approved by the

COIT.

Section 3. The san Francisco Code Administrative Code is hereby amended by
amen.ding Section 88.4, to read as follows: |
SEC 88 4. EFFlClENCY PLANS.

(a) Beglnnrng 2007 and each year thereafter the head of each department shall

prepare and submit to the Mayor and to the Board of Supervrsors by February {st a

' departmental effrcrency plan Each plan shall address the followrng elements and each plan

shall cover a penod of not'less than three years forward from the trscal year in which it is
submrtted. | ’ _

| | 1. | Strategic Planning. This element shall. lncl-dde: a com.prehensive mission' |
statement as requrred by Section 3.5 of the San Francrsco Administrative Code; a descnptron

of the department's major program areas or operatronal funotrons outcome related goals and

‘objectives for each; and a discussion of how current resource levels and reso_urce levels-

requested- for the coming ﬁscal year impact the department's ability to achieve stated

 objectives.

2. Customer Service. This"element, which shall satisfy the requirements of

.(:harter'SeCtlo’n 16.120, shall include: identification of internal and external customers; defined

: benc'hmarks of quality customer service provision; and a dlséussion of the_ department's

success in meetrng stated benchmarks.

- 3. Performance Evaluatlon Thrs element shall rnclude clearly defined

, performance measureme-nt—s for each departmental obj-ectrve, prior frscal year targets and

‘actual performance for each measure; current fiscal year targets and year to date actual

| Mayor Lee, President Chiu

BOARD OF SUPERVISORS ' : L - ' , Page 8
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performance' proposed budget year perlormance targets; and a,dl‘sc_usslo_n of any variance
between targets and actual performance -

(b) In developing its efficiency plan, the department shall SOllClt and consider the views
and suggestlons of those persons and entltles potentlally affected by or interested.in the plan
Departments are encouraged to conduct town meetlngs open houses, or other public forums :
dunng the development of the plan to solicit public comments and lnformatlon

:(c) “The Board of Supervisors may, with the concurrence of the Dlrector of the l\/layor S

1 Budget Ofﬁce excuse a department from particular requtrements of this Chapter where

‘compliance would be mappropnate or lmpractlcal

'(d) A department may meet the reauzrements of thzs Sectzon through annual budg_t

submissions,contributions to the Czty s Five Year Plan orin coordznatzon with other planmr;tg

dociuments.

Section 4. The San Francisco Code Administrative Code is hereby amended by

repealing Sections 88.9 and.88.10, in their entirety. _
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Sec’uon 5 Effective Date. This ordlnance shall become effectlve 30 days from the

date of passage.

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

THOMAS J. OWEN 0
Deputy City Attomey

Mayor' Lee, Presideni Chiu : ' : . .
BOARD OF SUPERVISORS : _ ' ~ Page 12
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FILE NO. 111001 -

LEGISLATIVE DIGEST
"[Administraﬁve Code—Budget Procedures and Reporting Requirements] .

Ordinance amending the San Francisco Administrative Code by amending )
Sections 3.3, 3.4, 3.5, 3.6, 3.20, 22A.6, and 88.4, and by repealing Sections 88.8 and
88.10, 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. ' ' : ’

Existing Law

Administrative dee Section'é.S requires, ambng.other things, that each ~depar{m‘ént
prepare along with its annual budget a three-year strategic plan "to reflect policy outcomes
from the operations of respective department . . . consistent with the then-approved budget.”

“Chapter 88 of the Administrative Code requires each depér’tmént to prepare an annual
departmental efficiency plan. ' : _

In 2009, the voters amended the City Charter'to provide for two-year budgets (Charter
§ 9.101) and the creation of five-year financial plans (Charter § 9.119) for the City.
Section'9.119 requires that the plan include, among other things, "a summary of each
department's strategic goals, resources allocated in the plan to meet these goals, and
.changes in service levels expected given investment levels proposed in the plan.” -

Amendments to Current Law

The proposal is an ordinance that would amend the Administrative Code and modify
“ the City's budget procedures to further implement the Charter provisions addressing two-year
budget cycles and five-year financial plans. The proposal would also update and consolidate
some existing reporting requirements for City departments. ‘ ' ’ ’

[ 1
I
AR
T

Mayor Lee, President Chiu
- BOARD OF SUPERVISORS o . Page 1
o : ' \ 9/13/2011
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The proposal would:

e Set deadlines and procedures for preparation of the Five-Year Financial Plan, | .
and eliminate superseded provisions regardrng three—year budget prorectlons :

. Make additional technlcal changes to reﬂect the two-year budget cycle;

. | Elrmlnate the requirement-that departments prepare a separate strateglc plan
. where they have provided similar information for rnclusron in the Five-Year
‘ Financial Plan;

e Give departments additional means of satlsfylng the requrrement that they
prepare an annual efl'"crency plan; and,

« Eliminate outdated provisions of the Admlnlstratrve Code relatrng to pllot
programs under the Performance and Review Ordlnance

Mayor Lee, President Chiu . : . ' o ) .
'BOARD OF SUPERVISORS _ : . Page2 .
' ) 9/13/2011
vilegis support\electronrc attachments\2011 ad files\111001 dlgest doc .



BUDGET AND FINANCE COMMITTEE MEETING ‘ ' : OCTOBER 26, 2011

Items 9, 10, 11,12 ‘ De,partrﬁents:‘ no -

Fils 11-1000, 11-1099, 11-1001, '11-1009- | Controlier; Office of Public Finance '

ll EXECUTIVE SUMMARY

. ' Legislative O"bjectives o : ,

» File 11-0999: The proposed ordinance 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 bé expended on Nonrecurring Expenditures. R

o File 1'1—10002 ‘The proposed ordinance would add Section 10.62 to the Administrative Code to
adopt a binding financial policy regarding the City’s use of Certificates” of Participation and

- Commercial Paper. ’ ‘
o File 11-1001: The proposed. ordinance would amend Sections 3.3, 3.4, 3.5, 3.6, 3.20, 22‘_A.6, and
88.4 and repeal. Sections 88.8 and 88.10 of the 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. : '
e File 11-1009: The proposed resolution would adopt a fixed two-year budget cycle for the Airport, -
" Port, and Public Utilities Commission, defining terms, and setting deadlines. '

-Key Points

| On November 3, 2009, Propo‘sitio'n'A was approved by San Francisco’s voters, amending the
. City’s Charter regarding budget and financial -policies. Under Proposition A, the Controller may
recommend additional f_mancial policies or amendments no later than October 1.of each year.

o Under Charter Section 9.120, Files 11-0999 and 11-1000 are considered binding financial policies
- which cannot be amended by the Board of Supervisors and which would each require approval by
.tw_o-thjrds’ vote of the Board of Sgp‘ervisors. ' - )

e File 11-0999 would restrict Selected Nonrecurting Revenues to be exclusively expended on
Nonrecurririg Expenditures, in both the Mayor’s proposed budget and in the Board of Supervisors
reappropriation or “addback” process. While this proposed ordinance 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 Nonrecurring 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 Bondsto 3.25 percent of General Fund discretionary revenue. The 3.25
- percent cap is consistent with the City’s Ten Year Capital Plan, previously adopted by the Board
of Supervisors. B S o : o _

e * File 11-1001 would amend the Administrative Code to (1) coordinate and streamline the City’s
long-term financial planning 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 requirements; and (4) eliminate outdated

Administrative Code language. '

o 'SAN FRANCISCO BOARD OF SUPERVISORS | ' BUDGET AND LEGISLATIVE ANALYST
e : " 9,10,11&12~-1



BUDGET AND FINANCE COMMITTEE MEETING . . T . " OCTOBER 26,2011

File 11-1009 would switch the budget cycles of the Airport, Port, and Public Utilities Commission
from rolling two-year budgets, with anmual review, to fixed two-year budgets, with review 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 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.. o ' }

This feport-is based on Amendnients of the Whole submitted by the Controller to the Budgetvand

Legislative Analyst. -
L _ _Fiscal Impacts

File 11-0999 would require that Select Nonrecurring Revenues could only be expended on
Nonrecurring Expenditures. In the FY 9011-12 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. . ) SR S o

© File 11-1000 would restrict the annual debt service' on General Fund COPs 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 various staffing
efficiencies but are.not anticipated to result in any direct cost savings. L

: ‘ ' Recommendations . '

 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 proj ects 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 disagrées 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, Whi'ch proposes changing from the existing olling 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 Supervisors. o o .

The trigger threshold for reviewing the second 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. _ \ . _ ‘ L

'-" Approval of the three proposed ordinances-(Files 11-0999, as amended, and Files 11-1000 and 11--|
1001) and one proposed resolution (File 11-1009, as amended), are policy matters for the_Boa.rd of
Supervisors. . ' : .

' SAN FRANCISCO BOARD OF SUPERVISORS BUDGET AND LEGISLATIVE ANALYST
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MANDATE STATEMENT AND BACKGROUND
- ‘Mandate Staitémént

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 accordancé with City Charfef Secﬁon 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 recomimended 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. ‘ o -

' Background

On March 1, 2010, the Controller recommended the creation of a Genheral 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 Controller to the
Budget and Legislative Analyst. ' ' . -

" SAN FRANCISCO BOARD OF SUPERVISORS, : BUDGET AND LEGISLATIVE ANALYST
C c 9,10,11&12-3 o C )
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| DETAILS OF PROPOSED LEGISLATION -

Approval of the three proposed ordinances, 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, requires a
simple majority vote of the Board of Supervisors. : '

Under Charter Section 9.120, Files 11-0999 and 11-1000 can be either approved or disapproved
by the Board of Supervisors, but these two proposed ordinances are not subject to amendment by
the Board of Supervisors. However, according to Mr. Ben Rosenfield, City Controller, the
Controller’s Office is open to suggested changes from the Board of Supervisors, ‘which the
Controller's Office would consider. Co ‘ : -

Tn 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, -
including 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 explained

on pages 4 through 9 of this report. ' ' L .

‘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 e’xpén_ded on Nonrecurring Expenditures. The proposed ordinance defines Selected

Nonrecurring Revenue as:,
1.A prior. year-end unassigned General Fund balé_t_nce" in excess of the average of the
preceding five years; ' P : '
2.The General Fund share of revenues from prepayments provided under long-term 1eéises,

concessions, or contracts after accounting for any Charter-mandated revenue transfers,
" set-asides; or deposits to reserves; ’ : ‘ R

3.Other wise unrestricted revenues from legal judgments and settlements; or

4.Other wise unrestricted revenues from the sale of land or other fixed assets. )

. SAN FR_ANCISCO BOARD OF SUPERVISORS - BUDGET AND LEGISLATIVE ANALYST -
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The proposéd ordinance defines Nonrecurring Expenses as expenditures 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: - ' L S

1.Discr etionary funding éf reseﬁes;
2.Ac quisition of capital' equipment;
3(.Ca,pita 1 projects included in the City’s capital plans;
 4De Velopmér_lt of éffordable housing; ‘
5.Discr .’etionanl/ prepayment_of pension, ael?t, of other long term dbligati_oné; or

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

In accordance with the prdposed ordinance, additional types of expenses could be classified as
. Nonrecurring Expenses by the Controller, and such classifications would not be subject to further
Board of Supervisors approval. ' : C :

Under the proposed ordinance (File 11-0999), as part of the Controller’s Opinion on Revenue
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 ordinance 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 Section 10.62 to the vCity"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 Commercial Paper. ' ' : ‘

! 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 Nonrecurring 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 (File 11-0959). :
.. \ : .

SAN FRANCISCO BOARD OF SUPERVISORS , BUDGET AND LEGISLATIVE ANALYST
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Certificates of Participation (COPs).

Under the proposed ordinance, use of COPs péyable or secured by the City’é General Fund
would be restricted to: : . _ - _

1.The .acquisition or ixﬁprdvément of existing facilities 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 al_ld other monies to reduce opérating costs of the City;

3.The- construction, improvement, or. acquisition of facilities to address legal mandates; or
4.The construction, improvement, or acquiéition of facilities 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 General. Fund COPs repayment

schedules were appropriate and othérwise prudent.

_ The proposed ordinance also restricts the total amount of General Fund COPs that the City can
issue.. Under the proposed ¢rdinance, 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.” The 3.25 percent cap is consistént ‘with the
"City’s Ten Year Capital Plan, previously adopted by the Board of Supervisors. ' :

. As shown in the Attachment, provided by the. Office of Public Finance, 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
City’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 Discretionary Revenues. Combined, the City has authorized '

2 According to Mr. Rosenfield, whether a project would address the City’s “critical public health and safety needs”
- would be determined by the Board of Supervisors, s is the case under current, non-codified practices. o
3 «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 unrestricted and may be used at the option of the Mayor and the Board of Supervisors for any lawful City -
purpose.” o - ' - B S
SAN FRANCISCO BOARD OF SUPERVISORS ‘BUDGET AND LEGISLATIVE ANALYST
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3-.10'.percent of the General Fund discretionary revemies, or 0.15 percent less than the 3.25
percent cap proposed under File 11-1000. ' .

“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 acquisifion, 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 replacéd by General Obligation
- (GO) bonds, COPs, or other long term obligations. o '

Exceptions to the General F und COPs and Commeycial Paper Policy

The proposed ordinance permits the Board of Supervisors, by a two-thirds vote, to suspend the
proposed new General Fund COPs and Commercial Paper requirements for a cuirent 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
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, 34, 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. h

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. ' -

SAN FRANCISCO BOARD OF SUPERVISORS " BUDGET AND LE(_}ISLATIV'E ANALYST .
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Table 1. Summary of Administrative Code Amendments Under File 11-1001

Administraﬁve
Code Section

Proposed Amendment .

Section 3.3

Delete ar1~.outdated sentence from Section 3.3 (d) and add new iauguage to Section 3.3(h) to allow
departments to enter into the second year of a fixed two-year budgetary cycle.

Section 3.4

Delete outdated budget requn'ements pertaining to Area Plans de51g11ated by the Planmng
Department.

1 Section 3.5

‘Add new language that exempts a depa.ﬂrnent board, commission or agency (department) from

developing a strategic plen if that department cooperated with the preparation of the C1ty 8 most
recent Five Year Financial Pla.n

Section 3.6 ‘

iReplace Three-Year Budget Pro_]ectlon in whole with a new Sectlon 3.6 Flve-Year Fmancral Plan

requiring a new Plan every other year, with Pla.u updates in alternate years:

,- .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 Controller, subj ect to review,

. amendment, and adoption | by the Board of Supervisors; and

/

. In even-numbered years, the Mayor the Budget and Leg1$1at1ve 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.

Section 3.7

Remove section “Replacing Grant-Funded Positions” in whole, as technical improvements to the

City’s Budgeting System have made these changes transparent and reporting therefore unnecessary.

Section 3.20 -

Change the schedule of the Ten Year Capital Expenditure Plan from every year to every odd-
numbered year, to allow the Mayor and Board of Supervisors to update the plau as necessary to

| reflect the Cxty s priorities, resources and reqmrements

Section 22A.6

Amend to rename the “ICT Capital and Operati.ng 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 Superv1sors to update the plan as necessary and -

appropriate.

Section.88.9

Remove outdated section “Pilot Projects” in whole, as it was concluded in 2004.

Section 88.10

Remove outdated section “Board of Supervisors® Oversight and Legislation” in whole, as it pertains :

to the outdated Section 88.10 “Pilot Projects” proposed for removal.

Il

' SAN FRANCISCO BOARD OF SUPERVISORS o . BUDGET AND LEGISLATIVE ANALYST
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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 2011-12 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 to switch ﬁqni a rolling th—year Hudget cycle tb a
fixed two-year budget cycle, for some or all departments, subject to a two-thirds approval by the
Board of Supervisors. - : ; B : '

Under the proposed resolution, in May 0f2012 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 0f2014. - - ‘

! 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 Controllér 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 ,Supe'rvisors' 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.” : - ‘ S

SAN FRANCISCO BOARD OF SUPERVISORS ’ BUDGET AND LEGISLATIVE ANALYST
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File 11-1000

The proposed ordinance would codify and therefore restrict the types of uses for which the City
could debt finance Certificates of Participation payable or secured by the City’s General Fund
(Géneral 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 equivalent of $67,407,275 in FY 2011-12. According to Ms.

Sesay, the City’s annual debt service costs of COPs plus the anriual 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. S '

File 11-1001

 According to M. 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’ evei'y'
year, .and (b) departments that participate in the preparation of the Five Year Financial Plans no
longer would be required to prepare strafegic plans, resulting in further City staff efficiencies. -
However, approval of the proposed ordinance is not anticipated -to result in any direct. cost
savings to the City. : ' o ‘

File 11-1009 o - ‘

' 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 arnual budget review of the Airport, Port, and PUC budgets.

~ However, approval of the proposed resolution is not anticipated to result in any direct cost
" savings for these City departments. ’ . ' - '

POLICY CONSIDERATIONS

_ File 11-0999 Would Restrict the Board of Supervisors Discrétion 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 ordinahce, any savings that are identified by the Controller to be Selected Nonrecutring

" Revenues during the Board’s annual budget review process could only be reappropriated to

SAN FRANCISCO BOARD OF SUPERVISORS BUDGET AND LEGISLATIVE ANALYST
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Nonrecurring Expeﬁditures, such as capital expenditures or one-time purchases of equipnient,
~and could not be reappropriated for Recurring Expenditures. C

File 11-0999 Provides the Controller With an Open-Ended Definition of
o . ~Nonrecurring Expenditures o ’

The proposed 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 Expénditures, 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. S ' ' '

" 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 ‘Prbposed in File 11-1009
’ Are Policy Considerations for the Board of Supervisors

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 review every two’ years by - the Board of
Supervisors, unless there was a change in reveriues 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. Rosenfield,  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 Supervisors.

 SANFRANCISCO BOARD OF SUPERVISORS ' ' BUDGET AND LEGISLATIVE ANALYST
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- Under File 11- 1001, the Five-Year Flnancral 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, Jomﬂy
prepared by the Mayor, the Budget and Legislative Analyst, and’ the Controller, into the Five -
Yeéar Financial Plan. As is noted in Table 1 above, in even-numbered years, the Mayor, the
Budget and Legrslatlve 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 ordinance, 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 estrmated summary budget presented to the. Board of Supervrsors in
even—numbered years. - . S

RECOMMENDATIONS

: lAs is noted above, the Controller’s deﬁmtlon of Nonrecurrmg Expenses is open—ended
Therefore, request the Controller to amend File 11- 0999 to define Nonrecurrmg 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 strrkmg “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 addrtronal |
Nonrecurrmg Expendrtures besides the six included in the proposed ordmance '

2.F ile 11- 1009, Wthh proposes changing from the exrstmg 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 Supervrsors every. two years is
a policy de01sron for the Board of Superv1sors ' :

~ 3.The trrgger threshold for reviewing the second year of a-fixed two-year budget (F ile 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 pohcy 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 resolution (F ile 11-1009, as amended) are pohcy matters for
the Board of Supervrsors : '

SANFRANCISCO BOARD OF SUPERVISORS = ~° BUDGET AND LEGISLATIVE ANALYST
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arvey M. Rose

ce: Supervisor Chu
. Supervisor Mirkarimi
Supervisor Kim -
President Chiu
Supervisor Avalos
Supervisor Campos
Supervisor Cohen
Supervisor Elsbernd
. Supervisor Farrell
Supervisor Mar
Supervisor Wiener
- “Clerk of the Board
~ Cheryl Adams
Controller
Rick Wilson
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CITY AND COUNT™ OF SAN FRANCISCO - OFFICF IF THE CONTROLLER

"MEMORANDUM

T10: - E"'dwin'_L, Lee, Mayor | L
. Members, Board-of Supervisors . "

FROM: Bén.Rosenfield, Cdntro,ll_er% Qb -
'DATE:  September3, 2011 - . | &

a3
=
¢y
Fr1
o
G
=
L=

--SuBJEC_T: ~ Controller's Proposed Financial Policies and Recommented fi?
L -Financial Planning Changes = S L@

As part of our continuing work to implement the budget improvement- measures approved by

. voters in November 2009, | am pleased to submit a financial policy relating to use of selected

-nonrecurring revenues, a debt policy that formalizes existing guidelines related 1o issuance of

o Certificates of Participation (COPs) and-commercial paper, a resolution authorizing enterprises to

+ - enter into a fixed two-year budget cycle, and proposed Administrative Code changes to streamline

the financial planning process. These proposed measures are intended to improve the City's
ability to. continue to balance budgets and provide for the long term financial stability of our City.

- 1-.;"N6n-Recuri'i'n’g Revenues Policy

The proposed non-recurring revenue policy would: restrict the ability of the Mayor and the Board of
Supervisors- to spend selected non-recurring revenues on ongoing expenses. This policy .
addresses revenues from the sale of land or other assets, the prepayment of long-term leases,
“concessions or contracts, and unassigned prior year fund balance in excess of the prior five-year
- average. These selected non-recurring can- then only be spent on oné-ti.me uses that will not
~create ongoing obligations of the City. One-time expenditures include items.such as discretionary
“deposits to reserves, acquisition of equipment,.capital projects included in the City’s capital plans, .
development of affordablé housing, and discretionary pre-payment of pension, debt, or other long-

- term obligations. :

This proposed policy is based upon recommended best practices. issued by the Governmient
Financial Officers -Association, which recommends that: jurisdictions ‘adopt a policy(s)
discouraging the use of one-time revenues for ongoing expenditures.” Since jurisdictions cannot
_rely on one-time revenues in future budget cycles, key services may. be disrupted if nonrecurring
revenues used to fund-a program do not recur in subsequent fiscal years. To avoid this disruption,
_recurring programs should be funded by recurring revenues, while nonrecurring or volatile
revenues should be used in ways that do not create ongoing obligations. B '

. This proposal builds on the volatile revenue policy .adopted by th_e: Mayor and Board of
Supervisors in May 2010. That important legislation created the Budget Stabilization Reserve and
established that certain volatile revenues be used to fund the reserve, including 75% of real
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property transfer téx in excess of the prior five year :év_e_rag‘e and Vendihg unassigned General
" Fund balances in excess of those appropriated as a source in the subsequent year’s budget.

Under existing policy, extraordinary prior year unassigned general fund balance can still be used
for operating expenses in a subsequent budget, as long &s it was anticipated early enough to be
included in the adopted budget. This source is one of the most volatile General Fund sources of '
revenue. According to table1 below, the budgeted use of unassigned fund balancée has ranged

from $26 Million to $159 Million, or 1% to 5% of budgeted General Fund revenues in the last ten
- years. ' e ‘ - : S

Table 1. Budgeted Gerieral Fund Balance as % of Revenues

Budgeted Budgeted - " GF Fund

GF  PYFund Change Balance % of GF

, _ Revenues Balance fromPY "Revs '

FY 2002-2003 2,366 - 120 | 5%

FY 2003-2004 2,245 47 - (73) 2%

FY 2004-2005 2336 76 . Q@ 1%

FY 2005-2006 2,453 116 90 - 5%

FY 2006-2007 2,665 .99 (16) 4%

FY 2007-2008 - 2,922 119 19 4% -

- FY 2008-2009 3054 . 82 (37) 3%

FY 2009-2010 3052 94 13 3%
- FY 20102011, 297 80 . (15 3%

FY 20112012 . 3262 . 159 -9 5%

“The pfoposéd policy does not suggest.eli'minatihg prior year fund bélance as a source of operaﬁn'g.~ _
expenditures, since itis a réasonable expectation that some fund balance will be available. Instead, the
proposal is to cap the amount eligible to be budgeted for operating expenses at the prior five year

average, while any surplus unassigned fund balance must be dédicated to reserves or-one-time uses:’

Table 2 shows that if this policy had been in place, it would have been triggered twice—in the FY 2007-

' 08 budget, when $16 million of the $119 million in appropriated fund balance would have to have been
designated for one-time uses, and in the current FY 2011-12 budget, when $43 million would have had
to be so designated. S o : N

Under the provisions of Charter Section 9.120, if épproved by the Mayor and adopted by a_;t\-/vo-thir'ds'_- \
majority of the Board of Supetvisors, this new financial policy would become an official City policy and
could only be suspended on a temporary basis by a future two-thirds majority vote of the Board of

Supervisors.
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_Table 2. Policy Impacts if in ‘Place :du'ring Prior Ten Years

Restricted’ '
GF Endlng Amount Pl‘lOl‘ 5 Amtif Policy
UnaSSIgned Budgeted " Year. , Had Been'i n
Fund Bal inAAO Average Place -

FY200203$ 130 $ 120 $ 147 $ . -

" FY 2003-04 48 47 0 146 0 -
FY--2004—05' 55 0 260 130 o L
FY 200506 -~ 137 116, - 116 . . -

- FY2006-07 - 146 99 114 . -
. FY2007-08 - 132 - 119 03 16
‘FY 200809 - 105 - 8 . 104 E -
FY 2009-10 - - 95 94 . 15 SERER
FY 2010-11 .- 105 ~. 80 - 123 . Co=

FY2011-12 ~  TBD - 159 117 - 43

. The proposed pollcy also addresses prepayment of long-term leases, concessions or contracts by
" making it-clear that these nonrecurring revenues should also not be used as a source for expendrture
obligations that are ongoing. This is to prevent the use of such hypothetical actions as using substantral
~ up-front payments from the lease-back-of City buildings or other assets as a temporary budget-
balancing measure whrch would Ieave the City budget in a more desperate deficit srtuatron the followrng
year. - :

2. Debt ll\lllanagement Policy

* . The City’s Debt Policy was first prepared by the Controller's Office of.Public Finance and lodged
* with the Clerk of the Board of Supervisors in April 2004. The Debt Policy has been updated from
“time to time, and was most recently revised and updated as of September 2011. In keeping with
" past practice, the Debt Policy will be filed with the Clerk of the Board of Supervisors. The Debt
Policy. establishes policies and procedures for financings under the jurisdiction of the Controller's
"Office of Public Finance and the Finance Corporation of the«City; and pertains to obligations
payable from the general fundof the City. The Debt Policy is intended to ensure that the City
" adheéres to sound debt issuance and management practices to preserve and ‘enhance the credit
(quality of its portfolio and achieve the most advantageous cost of borrowrng whrle at the 'same
" time balancrng prudent level of rrsks )

" The proposed policy is rntended to formalize certain aspects of the Debt Policy relating to COPs

. and Commercial Paper. The purpose of the proposed policy is to establish specific guidelines for

the authorization and management of COPs and other long-term lease obligations. The proposed
: polrcy also covers the City's newly establistied Commercial Paper: program

The condrtrons under which COPs can be issued mcludes but is- not limited, to finance the '
- acquisition or improvement-of existing facilities and/or construction of new facilities that result in -
immediate or future savings in payments currently made or to be made by the City’s general fund..
For example, COPs may be used to provide funds to execute alease purchase optron for a facility
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whereby future savings accrue to.the general fund during the period for which the COPs and the

lease would be outstanding. COPs also are appropriate for projects which will be matched with -

grant and other additional moneys, reduce operating costs to the City, address critical and urgent

~ seismic and other public safety hazards for which no other sources are practically -available, or

- provide for the delivery of services mandated by law. Additionally, the City would be required to -

identify specific revenue solutions as internal repaymént sources for COPs.and other voter
approved lease revenue bonds. R - : ' ' P

The proposed policy establishes a constraint of 3.25% of gene-ral'f'und' diséfetionary_rev_enu'es with .

respect to the payment of debt service payments for COPs and other long-term lease obligations:

| ‘With respeét to the Cdnﬁr'nercial Paper program, the proposed policy afﬁrrhs the policy of r_‘equiring\. -

the Board of _,Supe‘rvi,s_o’r's.and Mayor approval of the project and project financings for projects to
be eligible to participate in the Commercial Paper Program. The policy also requires written report

“annually to the Mayor and the Board of Supervisors on use and performance of the Commercial
- Paper Program. . " } I o o e R

_ -3.' Admini_vsfrative Code RéVisidns Coordiﬁajting'Budget: Tindéli_ne_é an'd'.
Reporting” = ' _ - S ,

_-T'he accompahyi,ng ‘package' of Administrative Code revisions regarding budget timelinés_iénd"
~ reporting is intended to achieve the following: . - o o

“a. Coordinate and streamline the long-term planning process by shifting the 10-year Capital-
Plan and the Information and Communication Technology Plan onto the same biennial o
schedule as the Five Year Financial Plan. This is intended to reduce administrative .
workload and make the plans more useful by ensuring that they include consistent data
and assumptions. S o o : .

The' legislation includes other pr'ov,isions intended to clean up obsolete portions of the

Administrative Codé and ensure that references 1o the budget cycle reflect current and o

_ proposed practices.

b. - Harmonize the current “Three Year Budget Projection Report” requirement (also known as
* the “Joint Report” with the new Five Year Financial Plan, incorporating - the projection
. report into the Five-Year Financial Plan in years when the Five Year. Plan is being.

updated, and in.the off-years, turning the projection’ report- into an update of .the prior -
year's Five Year Financial Pian baseline projection. ' L

c. RémoVe-overIapping departmental reporting requirements and clarifying that various code-
required planning activities can be met through the Five Year Financial Plan and other
planning documents. - o : '

4, _Ré__s’olutibn Approving '_Fix.e,d Two-Year Budgets for Select Enferprise |
- Departments and Establishing Guidelines_ _Gove'rning Adjustments

- This propoéed- res_olutioh would place the San Francisco Public Utilities Commission, San
Francisco Airport and Port of San Francisco on a fixed two-year budget cycle in place of their
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. current rollrng two-year budgets. The resolution would also establish that these budgets would be
re-opened for the second year if capital or operating revenues or expendltures are. prolected to
rncrease or decrease by more than five percent from budget estimates. :

In November 2009, voters passed Proposrtron A Wthh amended the Charter to provide for a -
rolling two-year budget cycle,. requiring departments to prepare.two-year budgets that must be
" updated and resubmitted annually for Board review and approval. The Proposition also provided
that by resolution, the Mayor and Board could move to a-fixed two-year budgetary cycle for some
or all City Departments at any time. The resolution must specrfy tnggers for re- openlng the second

- year of the two- -year budget.

Early rmplementatlon of the rolIrng two-year budgets began wlth the FY: 2010 1 1 budget year by'»
the San Frarcisco Public. UtilitiesCommission, San Francisco Airport and' the Port of San
Francisco. This proposed resolution weuld allow these enterprise depariments to move a fixed
" two-year budget cycle with their upcoming budget submissions for the two years beginning July 1,
2012. The purposes of this resolutron are to

a. Reduce the admlnlstratrve burdens mvolved in the current budget process for these Enterpnse'
“agencies, while malntarnlng the Board’s’ oversrght and pollcy-settlng role when crrcumstances
change during the course of the two year budget cycle o .

b. 'Serve as a lrmlted prlot to allow procedures to be developed for flxed two year budgetrng wrth
. -a llmlted number of Departments : : .

. Give the Mayor and Board more lnformatron to help Judge whether to move forward with a’
fixed two year budget cycle for other departments ' Lo h
_Conc.lusion i - '_ ) ; S = '. SR S ;
o Taken together, these proposed frnancnal polrcres admmrstratrve code amendment language and |

“fixed enterprise two-year budget resolution are intended to promote sustainable budget practrces'
‘While preser\nng the Mayor’'s and Board of Supervisors pollcy-settlng and oversrght roles.






