HEALTH SERVICE SYSTEM
CITY & COUNTY OF SAN FRANCISCO

Memorandum

DATE: February 12, 2015

TO:

Randy Scott, President and Members of the Health Service Board

A
FROM: Pamela Levin, Chief Financial Officer \{gw&ﬁ{}%«z

RE:

Health Service System FY 2015-16 and FY 2016-17 Budget for the Healthcare
Sustainability Fund

The Health Service System (HSS) is pleased to present the FY 2015-16 and FY 2016-17
Healthcare Sustainability Fund Budget ($2.05 Budget) for approval by the Health Service Board
(Board). This year, the $2.05 budget was developed at the same time as the General Fund
Administrative Budget to provide more transparency and ensure coordination between the two
budgets.

Development of the $2.05 Budget

Three overarching principals were considered by HSS in developing the $2.05 Budget.

1)

Adherence to the San Francisco City Charter Limitation on Uses of the $2.05

The use of the $2.05 budget is governed by the San Francisco City Charter section A8.423.
The Charter language is as follows:

“The Health Service Board shall have the responsibility to obtain and disseminate
information to its members with regard to plan benefits and costs thereof. All expenses in
connection with obtaining and disseminating said information, the investment of such fund or
funds as may be established, including travel and transportation costs, member wellness
programs, actuarial expenses and expenses incurred to reduce health care costs, shall be
borne by the system from reserves in the health service fund but only upon adoption of a
resolution by the Health Service Board approving such expenses.”

The summary of the $2.05 initiatives are organized into 3 categorizes: Communications,
Wellness and Initiatives to Reduce Healthcare costs.
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2) Ensure the $2.05 Budget is Consistent with the 2015-2017 Strategic Plan

The Board approved the 2015-2017 Strategic Plan, at the January 14, 2016 Health Service
Board meeting, which guides the decisions on how best to apply available financial and
human resources.

Four Strategic Goals were outlined:

1. Department Operational Excellence

® & o o ¢ o

Excellence in member interactions and exceed industry standards.
Maintain high accounting standards.

Maximize staff effectiveness.

eServices: online enrollment via PeopleSoft 9.2.

Develop and implement internal reporting environment.

Improve member records access and retention.

2. Affordable Quality Healthcare

Effectively prepare Health Service Board for mandated annual rates and benefits
review.

Manage contracted health plans to improve care and reduce cost.

Monitor and advocate for effective Accountable Care Organizations (ACO’s).
Enhance dashboard reporting and informatics.

Implement an All Payer Claims Database (APCD).

3. Informed, Transparent, Effective Governance

Enable Health Service Board effectiveness.

Heighten members’ awareness of Board activities and fiduciary responsibility.
Effectively respond to public information and media requests about HSS and health
Service Board business.

Continue enhancing web-based digital communication of Board activities.

4. HSS Members

Ensure consistency and accuracy of employee and retiree health benefits
communications.

Engage members in making well-being a priority.

Upgrade HSS website.

Increase digital communications with members.

Engage departments in creating a culture of wellness.

The request for funding from the $2.05 support at least one of the strategic goals.
3) Employ Best Practices in Budgeting




The $2.05 revenue is a per-member-per-month charge to the four employers: 1) City and
County of San Francisco, 2) Superior Court, 3) San Francisco City College and 4) the San
Francisco Unified School District. On an annual basis, $1,555,310 is projected to be
collected from both the employees with the employer paying the majority of the $2.05 per

member per month.

According to best practices, the annual revenue should be used for ongoing expenses and
the use of the fund balance should be limited to one-time expenditures. HSS has followed
best practices in the development of the $2.05 Budget. The carryforward from FY 2014-15

that funds the FY 2015-16 onetime projects is $1.48 million.

FY 2014-15 Projection, FY 2015-16 Request and FY 2016-17 Request

A high level summary of the $2.05 budget revenues and expenditures by category and by year

as follows:
FY2015-16 FY2016-17 FY2017-18
PROJECTION REQUEST REQUEST
ONGOING

ONGOING REVENUES 1,555,310 1,619,295 1,684,067
ONGOING EXPENDITURES

PERSONNEL 393,745 487,734 511,484
COMMUNICATIONS 500,906 607,281 600,190
WELLNESS 213,726 30,000 35,000
INITIATIVES TO REDUCE HEALTH CARE COSTS 338,090 380,500 436,245
SFGTV 11,056 11,056 11,056
CONTINGENCY FOR UNFORESEEN ISSUES 77,786 102,724 90,092
GRAND TOTAL ONGOING 1,535,310 1,619,295 1,684,067

ONE-TIME

ONE-TIME REVENUES 1,484,935 976,263 276,263
ONE-TIME EXPENDITURES

COMMUNICATIONS 428,672 665,000 121,000
INITIATIVES TO REDUCE HEALTH CARE COSTS 30,000 35,000 15,000
GRAND TOTAL ONE-TIME EXPENDITURES 508,672 700,000 136,000
BALANCE 976,263 276,263 140,263

A detailed summary is found on pages 5-8. Notes are provided for the existing expenditures and
separate write-ups follow the summary for the new initiatives.




A detailed summary is found on pages 5-8. Notes are provided for the existing expenditures and
separate write-ups (pages 5-25) follow the summary for the new initiatives.

Next Steps

There are many ongoing requirements that cannot be met within the revenue that comes from
the $2.05 per member per month incorporated into the premiums. They include additional
funding for Wellness activities associated with the loss of support from vendors, additional
operation audits for Operations and communications. HSS is recommending increasing the
$2.05 to $3.00 in FY 2017 which will yield an additional $671,415.

It is important to note that while it is significant for HSS to have a budget plan with many new
initiatives in place, the execution and launching of the new initiatives may be affected by various
factors. Many of the new initiatives involve procurement of professional services. Based on past
experience, the procurement process can be lengthy to ensure adherence to existing City
policies and procedures and compliance with City’s requirements. In addition, hiring an
additional Wellness Engagement Communications staff has been difficult.
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