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Amendment of the Whole
' in Committee. 10/26/11 _ _—
FILE NO. 110999 , o ORDINANCE NO.

.
*.

‘ '_ [Administrative Codé - Financial Policy Regarding Select_ed.NonreCurring Revenues]

Ordmance amendmg the San FranCIsco Administrative Code by amendlng

Sectuon 10.60 and addmg Sectlon 10 61 to adopt a blndlng financial policy under

Charter Seetmn*B 120 provndlng that selected nonrecurrlng revenues may only be spent

.é rﬁ .% e

on nonrecurrlng expendltures

NOTE: Additions are Szn,qle underlzne zz‘alzcs szes New Roman
deletions are
Board amendment addltlons are double underlrned
' Board amendment deletlons are

Be. it ordained by the People of the Clty and County of San Francrsco

Section 1. Bmdlng Frnancral Pohcy This ordinance is a financial polrcy adopted under A
Charter Section 9.120. As such, it must be adopted as an ordlnance approved by the Mayor
and passed by a two_—thirds' vote of the Board of Supervisors. The City may not adopt a

budget that the Controller determines is inconsistent with an'y'of the p-rovisions of this

. ordlnance Upon a fwo- thlrds vote, the Board of Supervisors by resolutron may suspend in

whole or in part, thls ordinance for the succeedlng fiscal year

: Sectlon 2 The San Francrsco Admlnrstratlve Code is hereby amended by amendlng
Seotlon 10.60 and addrng Section 10. 61 to read as follows
SEC. 10;60. RESERVE POLICIES.

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

place, this ordinan/ce includes a summary of the Charter-mandated Rai_ny Day Reserve. This

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

| provisions. . _ : 3 , ,

'Mayor Lee, President Chiu, Chu, Controller
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The _Cityl nﬁaintains a "Rainy Day" or econo‘rnic stabilizatiOn-res-erve under Charter
Section 9.113.5. Inany year when the Controller prcjects that total General Fund revenues
for the upcoming budget year are going tc be more than 5 percent higher than the General
Fund revenues for the current year the Clty automatically deposrts one-half of the "excess

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

I in the Rainy Day Reserve. The total amount of money in the Ralny Day Reserve may not

‘exceed 10 percent of the City'e actual total General Fund-revenues,

The City may spend money from the Rainy Day_Reéerve for any lawful governmental
purpose, but only in years when'the Controller projects that total General Fund revenues for
the upcoming year will be less than the current year's' total General Fund revenues, i.e., years’ |
when the City expecte to take in less money than it h'ad taken in for'the current year. Inthose

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

-necessary to bring the City's total available General Fund revenues up to the level of the
: current year The Clty may also spend up fo 25 percent of the balance of the Rarny Day

Reserve to help the School Drstrlct in years when certaln conditions are met.

(b) General Reserve In addrtlon to the Rainy Day Reserve, the Clty budget shall

include a General Reserve. The General Reserve is intended to address revenue

‘ weaknesses, expenditure c\(erages, or other p‘rogrammatic goals not anticipated -dur’in'g the

annual bUdget process. The Mayor and the Board of Supervisors may, at any time following
adcption of the annual budget, appropriate monies from the General Reserve for any lawful

governmental _pUrpose through paesage_ of a supplemental appropriation ordinance by a

| simple majority vote.

For purposes of this Section, "regular General Fund revenues" shall mean total

Il 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 o " - Y :
BOARD OF SUPERVISORS - ‘ : : : Page 2
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than two percent of budgeted regular General Fund revenues no later than fiscal year 2016-
2017 according to the following' schedule' | |

1. The General Reserve shall be no less than $25 mllllon in the budget forﬂscal

year 2010-11; ’

" 2. The General Reserve shall be no less than v$2'5 million in the budget for ﬁécal
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 15 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, N
_ 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 thereafter. h

Year-end balancee in the General Reserve shall be carried forward to subsequent
years. When necessary, the City shall appropriate sufficient funds to the General Reéerve in
the Annual Appropriation Ordinance to restore the fund balance to the level this ordinance
requires. | | | | . ‘ |
(c) Budget Stabilization Reserve. The Crty shall establlsh a Budget Stabrllzatlon
Reserve to augment the Rainy Day Reserve that the City maintains under Charter Sectlon

9.113.5, and tfo further mitigate the negative effects of 'sign‘ific'ant ’e‘conomlc downturns. The

Controller, Mayor Lee, President Chiu
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Controller shall deposit funds to the Budgst Stabilization Reserve as requiredunderthi's |
Section. ‘ ' _ |
The City may withdraw funds from the Budget Stabilization Reserve when the |

Controller projects that bu_dg,eted 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 interven.ing year:. If-the Controller determines that either condition is met, the City

may withdraw funds fron".r the vBudget.Stabil'ization Reserve according to the following

' guidelinee:

1 The City may not withdraw funds from the Budget Stahilization Reserve in

any given year untrl it has wrthdrawn the maxrmum amount that the Controller determlnes is -

allowable from the Ralny Day Reserve. N N

2. The City may not wrthdraw funde-from the Budget Stabilization Reserve in |
any given year in an amount exceeding the reniaining shortfall in GeneraI,F_und re'gularl
revenues, as defined above, at’ter any withdrawats from the-,Rainy.Day Reserve for the beneﬁt
of the City. | R - | |
' "3. If the Controll-er_dete'rrnines that a withdrawal trigger for the B.udget '

Stabilization Reserve Was not met in the'curren_t fiscal year, but projects that it will be met for

i the upcoming fiscai yea'r the City may withdraw from the Budget Stabilization Reserve uo'vto

30 percent of the combrned value of the Budget Stabilization Reserve and Ralny Day Reserve

less monres withdrawn from the Rainy Day Reserve for any lawful governmental purpose in

the upcoming budget year.

4. If the Controller determrnes that a withdrawal trigger for the Budget
Stabrlrzatron Reserve was met in the current flscal year and prOJects that it wrll also be met for

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

| Controller, Mayor Lee, President Chiu : .
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50 percent of the combined value of the Budget Stabilization Reserve and Rainy Day Reserve

less monies withdrawn from the Rainy Day Reserve for any la\/lrfulvgovernmental purpose in

the upcoming budget year.

5. If the Controller determlnes that the withdrawal trigger for the Budget
‘Stablllzatlon Reserve was met in the current and prior fiscal year as well as the upcoming

fiscal year, the Board may withdraw up to the full balance of the Budget Stablllzatlon Reserve.

.|| for any tawful governmental purpose in the upoomlng budget year.

In order to fund the Budget Stabilization Reserve the Controller shall deposit’
75 percent of the followrng revenue sources to the Budget Stabrllzatlon Reserve
1 Real Property Transfer Tax proceeds i in excess of the average annual actual

receipis level for the prior five ﬁscal years, adjusted for any transfer tax rate increases

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

2 3. Ending unassigned General Fund balances in a given fiscal year as
reported in the City's most recent independent annual audit beyond those appropriated as a
source in the sUbsequent year's budget'. |

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

|in the‘BUdgetStabllization Re'serve to reflect year-end actual revenue receipts, as stated in

the Clty's most recent lndependent annual audlt.

There shall be no minimum fund balance for the Budget Stabilization Reserve.
Notwithstanding the above the Controller shall not make deposrt o the Budget Stablllzatlon
Reserve including deposits from the revenue sources ldentlﬂed above, if the comblned fund

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

Controlier, Mayor Lee, President Chiu

BOARD OF SUPERVISORS ' ' ' ~ _Page5
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10 peroent of actual regular General vFund revenues, as stated in t_he_Clty's most'reoent
independent annual audit. |
" The Controller shall not make deposits to the Budget Stablllzatlon Reserve in years in.

Whlch the Controller determines that the City is_eligible to make wrthdrawals from the Budget

| Stabilization Reserve'

In the event that monies are deposrted into the Rainy Day Reserve for any g|ven year

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

be red_uced by the’amount of the deposit to the Rainy Day Reserve. .

The City, by.a resolution of the Board of Supervisors adopted by a two-thirds' vote, -
may temporarily susoend the provisions of this subsection (c) for the current or upooming

budget year. The Board of Supervrsors may suspend these provrsnons followrng a natural

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

purpose. _ |
(d) Annual Reportlng on Reserves. The Controller shall submit to the Mayor and the'
Board of Supervisors an annual report on the status of the General Reserve the Ralny Day

Reserve, and the Budget Stabilization Reserve.

SEC 10.61. USE OF’SELEC’TED NONRECURRING REVENUES.

(aLNonrecurnnz Revenues.. For purposes of mzs Sectzon "Selecz‘ed Nonrecurrm,gr Revenues

shall mean:

(1) A Geneml Fund prior year—end unassz,cmed fund balance, before d egosrts to the -

Ralnv Dav Reserve or Budget Stablllzatlon Reserve! in_excess of the average of the preceding five

zears,

Controller, Mayor Lee,.President Chiu ‘
BOARD OF SUPERVISORS e ‘ o ' . o . . - Pageb6
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- 2) The General Fund share of revenues from prepayments provided under long-term

Zeases, CONCEessions, or contmcts after accounting for any. Charter-mandated revenue transfers, set-.

aszdes or deposzz‘s fo reserves;

3) Otherwzse unrestricted revenues ﬁ’om Zegal fudements dnd setﬂements and

(4) Otherwise unrestricted revenues from the sale of land or other 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) Acquzsztzon of capital equzpmem‘

(3) Capital projects included in the City s capzral pZanS

4) Development of affordable houszng;

(5) Dzscretzonary prepavment of penszon debt or other long term oblzzatzons

Provzded however, that the City may approprzaz‘e Selected Nonrecurrzn,g Revenues fo fund recurring

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

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

(6) Substitution for budgeted reserves when new revenues disallow previously

- || budgeted withdrawals from the Rainy Day 'Re'serve or'"Budqet Stabilization Reservé.

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 -

E)_cpendizfure, and his or her determination shall be final.

( c) Implementaz.‘ion The Mayor shall identify all Selected Nonrecurring Revenues and z‘hez’r

proposed uses in his or her June 1 budget submzsszon As part of the Controller’s Opznzon on Revenue

EStzmateS required una’er Charter Section 9.102, the Controller shall zdenz‘zfy aZl Selected Nonrecurrmg

| Controller, Mayor Lee, President Chiu

BOARD OF SUPERVISORS ‘ - - Page 7
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Revenues included in the Mayor's budget submission and certify whether the prob_osed uses of those

‘revenues constitute Nonrecurring Expenditures.

' (d). T emporary Suspension. T?ze'Ciz‘V bt; a resoluz‘ion of the Board of Supervisors adopted bya

two- z‘hzrds vote, may temvorarzllsuspend the provisions of subsection (b) for the current or upcoming

budget year. The Board of Supervisors may suspend these provisions followmg a natural dzsaster that

has caused the Mavor o the Governor to declare an emerzencv or for any other purpose

Sectlon 3. Effective Date; Operatlve Date
(a) ThlS ordlnance shall become effective 30 days from the date of passage

v(b) This ordlnance-shall become operatlve on June'1, 2012, and shall govern

‘appropriation ordinances for Fiscal Year 2012713 and subsequentﬁsdal yea.rs.

APPROVED AS TO FORM:

DENNIS J. HERRERA, City Attorney

. THOMAS J. OWEN -
Deputy City Attorney

Controller, Matyor Lee, President Chiu . o
BOARD OF SUPERVISORS . ‘ : _ o i Page 8
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FILE NO. 110999

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

[Administrative Code - Financial Policy Regérdih’g Selected anrecurring Revenues]

Ordinance 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. ‘ - o |

Existing _Law

Current law generally does not limit how the City may spend otherwise-unrestricted
revenues based o_n-whéther 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. '

Amendments to Current Law

~ The proposal is an ordinance that would amend the Administrative Code to provide that
the City could only spend Selected Nonrecurring Revenues on Nonrecurring Expenditures.

"Selected Nonrecurring Revenues " would consist of:

- A General Fund prior year-end unassigned fund balance, before
deposits 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 o reserves;

. Otherwise'unrestricted revenues from legal judgments and
settlements; and, .

Controller, Mayor Les, President Chiu -

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

"Nonrecurnng Expendltures" would mean expenditures or other uses that do not
create liability for or expectation of substantial ongoing costs Examples of Nonrecurring
Expenditures would rnclude .

+ Discretionary funding of reserves;
o Acduisition of capital equipntent;
_ . Capital projects includedl in _the City’s capital plans;
. Development of aﬁordaple:housing; N

. Drscretlonary prepayment of pension, debt or other long term
- obhgatlons or, :

« Repayments to the Rainy Day Reserve or Budget Stabilization
Reserve requrred when, because the City collected more revenues
~ . than anticipated in the budget the City was no longer authorized to N
- 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 provisions of Administrative Code Section 10.60
| addressrng the deposit of a portion of the proceeds of land sales into the Budget Stabllrzatlon o
. Reserve to make those revenues subject to the new pollcy rnstead ‘

71 1

I B

VAR A

r 71

Controller, Mayor Lee, Pres\ident Chiu . _ ] . . o .
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Background Information

‘Proposition ‘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 Supervisors. The proposal would be such an ordinance.

~ The City may not adopt a budget that the Controller determines is inconsistent 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 financial policy ordinance, including the
proposal, for the succeeding fiscal year. _ : . '

Vv

* * x

: This amendment of the whole, dated 10/26/2011, makes two clarifications to the
legislation on file, dated 9/13/2011. : .

First, it amends the ordinance fo 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 authorized to
make budgeted withdrawals from those reserves. ' : : '

‘Controller, Mayor Lee, President Chiu ‘ i
'BOARD OF SUPERVISORS ' : , Page 3
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BUDGET AND FINANCE COMMITTEE MEETING - ' ' OCTOB_EK 26,2011

ltems 9,'10,.11,12 ’ . i Deparfments: S
¢ Finance

Files 11-1000‘,'1-1099, 11-1001, 11-1009- - Cntroller, Office of Publi
EXECUTIVE SUMMARY .

' ~ Legislative Objectives | . S
+". 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 be ¢Xpended on Nonrecurring Expenditures. o '

« File 11-1000: 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, 22A.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 Airpor_t, .
.+ Port, and Public Utilities Commission, d;ﬁm’ng terms, and setting deadlines. o S

'Key Points -

e On November 3, 2009, Propositfon'Alwas approved by San Fréndisco’s voters, améndjné the
City’s Charter regarding budget and financial policies. Under Proposition A, the Controller may
" recommend additional financial policies or amendments no later than October 1 of each year.

e. Under Charter Section 9:120, Files 11-0999 and 11-1000 are copsidered bindi'ng'- financial policies
which cannot be amended by the Board of Supervisors and which would each require approval by
two-thirds’ vote of the Board of Supervisors. s '

" le File 11-0999 would restrict Selected Nonrecurring Revenues to be exclusively expended on
Nonrecurring Expenditures, in both the Mayor’s proposed budget and in the Board of Supervisors
. reappropriation or “addback” process. While this proposed ordindnce. 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.

o. 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 révenue from COPs payable or secured by the City’s General Fund (General -
Fund COPs) and Comumetcial 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 City’s Ten Year Capital Plan, previously adopted by the Board :
“of Supervisors.” - g R o

'{ « 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 o - , .

" SAN FRANCISCO BOARD OF SUPERVISORS - . BUDGETAND LEGISLATIVE ANALYST
: ' ' 9,10,11&12-1 - "
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_ BUDGET AND FINANCE COMMITTEE MEETING - - _’ ‘ _ OCTOBE_R 26,2011

- File 11-1009 would switch the budget cycles of the Airport, 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 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. ' ’

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

. Legislative Analyst. : | o - .o I

, ‘ B , _ _Fiscal Impacts ' _

File 11-0999 would require 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 arnual 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 1_1-1009 could ‘-resplt in various ‘staffmg.
efficiencies but are not anticipated to result in any direct cost savings. S
: 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 projects included in the City’s capital plans; (4) development of affordable
hotising; (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 “expernditures 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 ordiriance. Mr. Rosenfield advises that the
Coritroller 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 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 Supervisors every two years is a policy |

decision for the Board of Supervisors. T - 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. : S ' : -

Approval of the three proposed ofdjnances (Files 11-0999; as é.mended, and Files 11-1000 and 11-
1001) and one proposed resolution (File 11-1009, as -amended), are policy matters for the Board of

Supervisors. -
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'MANDATE STATEMENT AND BACKGROUND
| | M-andate}l-Stater'nent

Based on San Francisco voters approval of Proposition A on November 3, 2009, City Charter
Section 9.120(z) 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 Boadrd of
Supervisors, as ordinances to be codified in the City’s Administrative Code. Charter Section
19.120(c) also provides. that by a two- irds® 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 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 10-02438).

" On September 13, 2011, the Controller submitted to the Magyor 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. I o
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| DETAILS OF PROPOSED LEGISLATION
~ Approval of the three propbsed ordinances, Files 1 140999, -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 maj ority vote of the Board of Supervisors. ‘ ' S

“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. ' ' . ' :

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,
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.. ' P _ ' . '
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 _pioposed ordinance defines Selected
Nonrecurring Revenue as: S ' ' .

LA prior'year-end unéssig;ied V_Gene'ral Fund balance in excess of the average of the

preceding 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; ' . : S -

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

- 4.0ther .- wise unresﬁ'iéted.revéhues from the sale of land or other fixed assets.
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The pfbposed ordinance defines Nonrecurring Expenses as expeﬁditurés 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: - : B

' I.Discr etionary .f;inding of .reserves;
2.Ac | »quisitidn of capital eqﬁpment;
3.Capita 1 proj ects included 111 the City’s capital plans;
“ ‘4.].)6: Véloprﬁent of affbrdablé housing; -
5.Discr etionéry preﬁayment of pensiqn, debts or other long term obligations; or

6.Subst itution for budgeted reserves when new revenues di's'allow previously budgeted
withdrawals from the Rainy Day Reserve or Budget Stabﬂization Reserve.!

In accordance with the prop'osed 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. ' ‘ :

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 Cify’s Administrative Code to adbpt' a

Binding Financial Policy in accordance with Charter Section 9.120, regarding the City’s use of
Certificates of Participation (COPs) and Com_mercial.Paper.,' - i

! 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 1 1-0999). '
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\

Certificates of Participation (COPs)- |

Under the propo'sed ordinance, use of COPs péyable or secured by the City’s General Fund
would be restricted to: _ ‘ : ' , '

1.The acquisliti'on or improvement of existing facilities or construction of n_ew'facilities that
result in immediate or future savings in expenditures currently made or to be-made by the
City’s General Fund; ' - : S

2.The leveraging of grant and other monies to reduce operating costs of the City;
3.The . cons\truotidn’,r improvémeni, or.adqu.is‘itio-n- of facilities to address legal mandates; or

L '4.T_hé, construction, improvement, or acquisition of facilities for critical public health and
safety needs.” o ' '

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 otherwise prudent. ’ - T

‘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.. The 3.25 percent cap is consistent 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, 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 unrestricted and may be used at the option 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 reventies, or 10.1‘5 pércent less than the 3.25
percent cap proposed under File 11-1000. ' ' R

As is also shown in the Attachment, the City’s authorized General Fund COPs and General Fund
Iease Reverue 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 L

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 followingthe 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 F und COPs and Commercial Paper Policy

The proposed ordinance permits the Board of Supervisors, by a two-thitds vote, to suspend 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 o
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, 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 Administrative Code Amendments Under File 11-1001

Administrative
Code Section °

. Proposed Amendment

Section 3.3 -

Delete an outdated sentence from Section 3.3(d) and add new. language to. Section 3.3(h) to allow

departi:nents to enter into the second year of a fixed two-year budgetary cycle.

Section 3.4

' Delete outdated budget requlrements pertaining to Area Pla.ns des1gnated by the Plamnng

Department.

Section 3.5

Addn new language that exempts a department, board, commission or agency (department) from
developing a strategic plan if that department cooperated with the preparation of the City’s most
recent Five Year Financial Plan.

Section.3.6

Replace Three Year Budget Projection in whole with a new Section 3.6 Five- Year Financial Plan

| requiring a new Plan every other year, with Plan updates in alterate years:

o In odd—numbered years, the Mayor wou.ld subm1t to the Board of Superv1sors 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
amendment, and adopnon by the Board of Superv1sors and

e In even—numbered years, the Mayor, the Budget and LegISlatlve 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 “Replacmg Grant-Funded Positions” in whole, as techmcal]mprovements tothe .
City’s Budgeting System have made these changes transparent and reporting therefore unnecessary.

Section 3;20

Change the schedule of the Ten Year Capital Expendlture Plan from every year to every odd- .
numbered year, to allow the Mayor and Board of Supemsors to update the plan as necessary to
reflect the Clty s pnontles resources and requlrements

Section 22A.6

Amend to rename the “ICT Cap1tal and Operatmg Plan” the “Information and Commumcanon

Technology Operating Plan,” and change the schedule of the Plan from every year to'every odd-

'| aumbered year, to allow the Mayor and Board of Supervisors to update the plan as necessary a.nd

appropriate.

Section 88.9 -

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

Section 88.10

Remove ontdated section ‘;léoard of Superviéor_s’ Oversight and Legislation” in whole, as it pertains
to the outdated Section 88.10 “Pilot Projects” proposed for removal: i
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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 Tuly 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 _";0 switch from a rolling two-year budget cycle t;) a
fixed two-year budget cycle, for some or all departments, subject to a two-thirds approval by the
Board of Supervisors. : : - : ; 5 ~

- Under the prOpo_sed 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, © gimilar 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
Jeast 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 Revente, and in the FY 2011-12 budget,
when $43 million would have met the definition of Select Nonrecurring Revenue.

" In his September 13, 2011 ,mc'morandum 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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‘ Fﬂe 11 1000

The proposed ordinance Would codify 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 eqmvalent 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 mot previously exceeded 3.25 percent of General Fund
. discretionary revenues, although as shown in the Attachment, the City is projected to be at the-

325 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 addltlonal General Fund COPs, or any
" General Fund Lease Revenue Bonds, until FY 2015- 16

F]le 11 1001

Accordmg to Mr Rosenﬁech the proposed ordinance Would 1n1pr0ve efﬁ01ency 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

Tonger would be required to prepare strategic plans, resulting in further City staff efficiencies.
-However, approval of the proposed ordmance is not ant101pated to result in any direct cost
: savmgs to the C1ty .

' ‘Fﬂe 11-1009°

By adoptmg 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 resolutmn is not. a.ntlclpated to result in any direct cost
savings for these C1ty departments. o '

POLICY CONSIDERATIONS

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

. File 11-0999 would restnct 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 durmg the Board’s annual budget review process could only be reapproprlated t0
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Nonrecurring Expenditures, such as éapital expenditures or one-time purchasés of equipment, - '
" and could not be reappropriated for Recurring Expenditures.. ' ' '

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

" 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 Nontecurring 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. ; ' : ' :

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 ordiance. ' R

Changes 'in Two-Year Budgets and thé Five Percent Proposed in File 11-1009
Are Policy CQnsiderations for the Board of Supervisors. T

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 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. 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
* Airpott’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 considera_t_idns for the Board of Supervisors. e '
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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 Mayeor, 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 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 estimated summary budget presented to the Board of Supervisors in
even-numbered years. ' - : o :

 Recoumenpations

1.As s noted above,-the Controller’s definition of .Nonreci]rring 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 perision, 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. -

2F ile 11-1009, which proposes cﬁanging from ‘the existing foiling th—year budgefs for the-

Port, Airport and PUC, under which the Board of Supervisors reviews such budgets every .

a policy decision for the Board of Supervisors. . '

year, to a fixed two-year budget with reviews by the Board of Supervisors every two years is

3.The trigger threshold for reviewing the s‘ecoﬁd 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.” : o : '

4.Appr ‘oval of the three pioposed 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 Board of Supervisors. ' _ - o
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BUDGET AND FINANCE COMMIT = MEETING ‘ ' . OCTOBER 26, 2011

Y

arvey M. Rose

* ce: Supervisor Chu
Supervisort M1rkar1m1
Supervisor Kim
President Chiu
Supervisor Avalos
Supervisor Campos

. Supervisor Cohen
Supervisor Elsbernd
Supetvisor Farrell
Supervisor Mar

* Supervisor Wiener
Clerk of the Board
Cheryl Adams

. Controller:

~ Rick Wilsen.

* 'SAN FRANCISCO BOARD OF ST:IPERVISORS : ’ B BUDGET AND LEGISLATIVE ANALYST
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