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City and County of San Francisco
Human Services Agency

Gavin Newsom, Mayor


MEMORANDUM

	TO:
	Human Services Commission 

	THROUGH:
	Trent Rhorer, Executive Director 

	FROM:
	Phil Arnold, Deputy Director of Administration

	DATE:
	January 25, 2010

	SUBJECT:
	FY 10-11 Budget Reduction Plan


With this memo, I submit to you a summary of the proposed major changes for the Fiscal Year (FY) 10-11 Human Services Agency budget, including the Department of Human Services (DHS). As you are well aware, the City of San Francisco and the Human Services Agency face another tremendously difficult budget year. The City faces a budget deficit of $466 million dollars, while the state budget deficit totals $20 billion. 

For the FY 10-11 budget, due February 22nd, 2010, the Mayor's Office has instructed the Agency to develop reduction plans totaling 30% of General Fund support, with 20% in general reductions and 10% in contingency reductions. This decrease of 30% of General Fund support will require a budget reduction package totaling $28.4 million. The Mayor’s Office directed HSA to provide reductions in the current fiscal year (FY 09-10) as well as in the budget year (FY 10-11) in order to reach this target.
As with past years, HSA has tried to make budget reductions that will have the least possible impact on core services to clients. This year, with the extent of the fiscal problems facing the City and the state, HSA is not able to completely spare core services from budget reductions. Prior to the development of the current package, we were anticipating the need to make steep cuts in some of those program areas that contain a large percentage of General Fund support. Within DHS, these areas include General Assistance programs, Homeless Services, Family and Children’s Services, Child Care, and Welfare-to-Work Services. 
While the Mayor’s Office has asked for two reduction plans comprised of the 20% general reduction and the 10% contingency reduction, and knowing that the Mayor’s Office usually takes both plans anyway, HSA approached the creation of the overall reduction plan differently. We developed two plans, one plan comprised of revenue and savings items that do not result in actual cuts to ongoing services and the second plan comprised of reduction items that would result in cuts to ongoing services. HSA worked strenuously to maximize the number and value of the revenue and savings items in order to reduce the overall $28.4 million reduction target before real services would need to be cut. HSA has been able to restructure divisions and programs, identify new sources of revenue, and change time-studying practices in ways that allow us to leverage additional federal revenue. At the same time, we anticipate that some increases in revenue related to federal stimulus may be extended into FY 10-11. HSA has been able to identify $24.8 million in increased revenue or savings that we do not believe will result in actual cuts to ongoing services. The remaining $3.6 million offered in this reduction package does include cuts to needed services.    

The following memo outlines the total budget reduction package that HSA has developed for your approval. As usual, the budget before the Human Services Commission includes program functions for the Department of Human Services and the shared administrative functions for the entire Human Services Agency. Below you will see a description of proposed budget items split into two categories: Revenue and Savings and Reductions in Program Funding. 

Revenue and Savings

Agency-wide, HSA has been able to identify a total of $24.8 million in revenue increases, increased leveraging of federal and state revenues, contract savings, and reductions due to the restructuring of services. These revenue increases and other savings allow HSA to forego painful cuts to services needed by our clients. The items included in this section of the budget reduction package for HSA as a whole including DHS and the Department of Aging & Adult Services (DAAS) are as follows. 

Federal and State Aid 
The following two items result from federal and state actions that result in savings to the entire agency:

· FMAP Increases ($9,583,028 GF in FY 10-11)

HSA anticipates that the increases seen in Federal Medicaid Assistance Percentage (FMAP) revenue in FY 09-10 will be extended through FY 10-11. FMAP is the share of Medicaid expenditures paid by the federal government. The American Recovery and Reinvestment Act (ARRA) increased California’s FMAP from 50 percent to 61.59 percent, meaning that the federal government now pays about 62 cents for every dollar of Medi-Cal services used. This calculation affects aid payments in several HSA programs, including IHSS and Family and Children’s Services. The FMAP increase is currently in effect from October 1, 2008, through December 31, 2010. 

· Aid Savings – State In-Home Supportive Services (IHSS) Wages ($6.7M GF in FY 09-10)

At the state level, California proposed for FY 09-10 a reduction of state support for IHSS Independent Providers (IP) wages. In anticipation of State participation in the wage rate dropping from $12.10 to $10.10, the Mayor’s Office provided local funding in order to keep the wage rate flat. This reduction of support has been delayed, however, as a result of court hearings. Due to the delay in implementation, there is a FY 09-10 general fund savings of $6.7M which is included in the Department reduction plan. 
DAAS Items

In order to provide you with the necessary context to understand HSA’s reduction package as a whole, we detail below reductions from the DAAS budget.  Please note that the Human Services Commission is not being asked to approve the following items as they fall under the purview of the Aging and Adult Services Commission.
· DAAS Aid and Contract Savings ($400,000 GF in FY 10-11)
    

These savings are a result of anticipated under spending in the overall DAAS Aid Budget.  Staff will be closely monitoring monthly expenditures and will continue to coordinate with program staff to realize and capture aid savings.   

· IHSS Consortium Contract Savings ($400,000 GF in FY 09-10)

Based on current year spending, the IHSS Consortium is anticipating closing out this fiscal year with under-spending in the contract, largely due to a decrease in referrals coming from the Department.  
· Legal Services ($100,000 GF in FY 10-11)
In Spring 2010, DAAS will issue a new RFP for legal services. Due to funding restrictions, community-based organizations responding to that RFP will be required for the first time to provide a 15% cash match as a part of the contract agreement. The intent of this change is to maintain the current level of client services while reducing the general fund support to the program. 
· Elder Abuse Prevention Savings ($70,000 GF in FY 09-10; $30,000 GF in 
FY 10-11)

This item reflects contract savings from the Institute on Aging related to the Forensic Center, a 
joint program of the Institute on Aging, San Francisco Police Department, San Francisco District Attorney’s Office, and DAAS Adult Protective Services. Underspending in the current year is the result of a late start in program implementation. Now that the Forensic Center is in place, the Department is better able to project a full year’s budget for FY 10–11, and anticipates that the budget can be reduced by $30,000.
· Public Conservator Revenues ($250,000 GF in FY 09-10 and $250,000 FY 10-11) 

Projected increases in Public Conservator revenues will bring in additional $250,000 in General Fund annually.
· Case Management, Community Services and Health Promotion Revenue Increase ($300,000 GF in FY 09-10 and $600,000 GF in FY 10-11)

DAAS is anticipating increased revenue of $300K in the current year and $600K in the budget year by mandating that all community-based organizations currently contracting to provide case management, targeted community services programs and health promotion time study to CSBG.  In the past this program has been mandatory and then became voluntary. In light of the worsening budget situation, DAAS management is once again mandating the program in an effort to access all available funding sources. HSA finance staff will provide training and technical assistance needed to implement this program. Failure to implement this program will result in a direct reduction of the contract as a way to recapture the revenue not earned.  In addition, HSA contract staff will be negotiating with contractors to provide all required timestudy details with their invoices.
DHS Items

The following revenue and savings items are included in the DHS budget and require your approval:

· Administrative Services ($161,933 GF in FY 09-10 and $161,933 GF in FY 10-11)

In several administrative areas, the Agency has identified ways in which existing services can be claimed more effectively and draw additional state and federal revenue. 

· Admin Fee Reimbursement ($275,000 GF in FY 09-10 and $275,000 GF in 
FY 10-11)

Surplus funds are available due to legislative changes around birth certificate fees (birth certificates may be required for eligibility determination). 
· Administrative Staffing Changes ($426,785 GF in FY 10-11) 

Restructuring in the Admin, Personnel and IT units will result in the elimination of four filled positions. 

· Flex Class Downgrades ($411,146 GF in FY 10-11)
Savings can be generated through downgrading of vacant entry-level positions to better match needed job duties. 

· Child Care (CalWORKs Stage I) ($500,000 GF in FY 09-10 and $815,000 GF in FY 10-11)

Potential surplus funds are anticipated as a result of shifting eligible children to Stage 2 funding and state exemptions from Welfare-to-Work activities for CalWORKs families with two children under 6 or one child under 2. 

· Family and Children’s Services Timestudying Practices ($70,000 GF in FY 09-10 and $345,000 GF in FY 10-11)

After carefully examining staff timestudy patterns, the Family & Children’s Services and Foster Care Eligibility programs have identified ways to maximize their existing administrative allocations and increase revenues for the Agency.  
· Foster Care SB 163 Revenue ($250,000 GF in FY 09-10 and $250,000 GF in 

FY 10-11)

Stable enrollment levels in wraparound services coupled with state revenue will result in General Fund savings. Due to the recent U.S. District Court Preliminary Injunction in the case of California Alliance of Child and Family Services v. John Wagner, et al, HSA anticipates additional revenues in the SB163 wraparound program of approximately $250,000 per year without any impact to services or caseloads. 
· Family Unification Program ($65,000 in FY 09-10 and $400,000 in FY 10-11)

In 2009, the San Francisco Human Services Agency and the San Francisco Housing Authority were awarded a federal grant providing 100 Section 8 housing vouchers to two target groups: families for whom the lack of adequate housing is a primary factor in the separation of children from their families, and youth aged 18 to 21 years old who left foster care at age 16 or older and lack adequate housing. As soon as April 2010, this program will provide much needed housing alternatives to youth and families being served by Family & Children’s Services and HSA anticipates that this program will enable children and youth to actually exit foster care, generating savings.            

· Family Resource Centers ($400,000 GF in FY 10-11)

Funding will be backfilled by the Department of Children, Youth and Families. 
· Rep Payee Program ($260,000 GF in FY 10-11)

Work ordering the funds that support an existing representative payee program to the Department of Public Health will allow the City to leverage additional Medi-Cal revenues. 

· 150 Otis Shelter ($163,000 GF in FY 10-11)
The homeless shelter located at 150 Otis Street is scheduled to close on June 30, 2010 so that the building can be converted to permanent supportive housing for homeless veterans. As a result, HSA will realize operational savings.  
Reductions in Program Funding

HSA has also prepared a list of reductions from DHS programs. These reductions in the Agency-wide package total $3.6 million. These items also require your approval. 
· CAAP Grant Program Sanctions ($83,333 GF in FY 09-10 and $500,000 GF in FY 10-11)

Administrative changes in the CAAP program will result in aid savings. Clients sanctioned by the PAES program for noncompliance will not be allowed to re-enroll in CAAP programs until they have served the full PAES sanction (30 days).
· Standardizing Homeless Family Supportive Services ($495,000 GF in FY 10-11) and Single Adult Supportive Housing Services ($400,000 GF in FY 10-11)
HSA contracts with agencies to provide supportive services necessary to stabilize the formerly homeless families and individuals that have moved into permanent housing. To date, the per-unit cost for these services has varied wildly. Over the last 18 months, DHS has convened a series of meetings with supportive housing providers to move toward standardizing the service delivery system across our supportive housing portfolio, with the goal of greater service efficiency and cost savings. This budget proposal includes a reduction in contracted services totaling $895,000 across the single adult and family supportive housing portfolio. Over the next few months, HSA staff will continue to work with providers to further standardize services and allocate reductions across these supportive housing sites. 

· Family Rental Subsidy Program ($400,000 GF in FY 09-10 and $264,000 GF in FY 10-11)

DHS will continue to suspend new enrollments under the newly legislated program model in order to reduce out-year program costs in this uncertain fiscal climate.
· Working Families Credit ($600,000 GF in FY 09-10, $900,000 GF in FY 10-11)
Limiting the credit to first-time filers will result in savings but will maintain the incentive necessary to draw in families eligible for the Earned Income Tax Credit. 
Next Steps
We recommend approval of this budget reduction package today. At the next regularly scheduled Commission meeting, the entire DHS budget will be presented for your approval. 
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